MINUTES OF THE SPECIAL MEETING
) TAXATION COMMITTEES
MONTANA STATE SENATE
MONTANA STATE HOUSE OF REPRESENTATIVES

June 27, 1985

An informal special meeting of the joint Senate and House
of Representatives Taxation Committee was called to order
by Chairman Tom Towe from the Senate and Chairman Gerry
Devlin from the House at 7:06 p. m. on Thursday, June

27, 1985 in room 325 of the state capitol.

ROLL CALL: All members were present in the House as
were Dave Bohyer, Researcher for the House Taxation Com-
mittee, and Alice Omang, secretary.

Senator Towe opened the meeting indicating that this is
an informal meeting and no action will be taken on any
bills. He introduced the secretaries for the special
meeting, who were Glenda Pennington for the Senate Taxa-
tion Committee and Alice Omang for the House Taxation
Committee. He further introduced Dave Bohyer, the re-
searcher for the House Taxation Committee, and Jim Lear,
Staff Attorney for the Senate Taxation Committee.

CONSIDERATION OF SENATE BILL l: Senator Hager, Senate
District 48, Billings Heights, informed the committee that
Senate Bill 1 and House Bill 2 were drawn up by the Rev-
enue Oversight Committee early in June and rectified a
situation that was created by the passage of Senate Bill
142 during the regular session. He advised that these
bills reinsert the inflation computation into the light
motor vehicle fee system and provide that the inflation
factor does not apply to district court fees. He advised
that section 2 clarifies the language which was adopted
during the regular session in House Bill 870; section

3 specifies that the bill is effective July 1, 1985 and
will terminate on July 1, 1987; and a retroactive clause
in included due to the possibility that the bill may’

not be passed and approved prior to July 1, 1985. He
explained that if, for some reason, the governor did not
sign this bill until July 3 or 4, that persons buying
licences for their cars on the 1lst or 2nd of July would
then have to pay the additional fee contained in the retro-
active clause.
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CONSIDERATION OF HOUSE BILL 2: Representative Williams,
House District 85, concurred with Senator Hager that this
bill would be the best solution to correct the oversight
that was made during the regular session in connection
with Senate Bill 142. He felt that this was the best
approach to fulfilling the legislature's obligation to
financing the block grant program and the district court
system.

PROPONENTS: The following offered testimony is in connec-
tion with both Senate Bill 1 and House Bill 2, which
are identical bills.

Alex Hansen, representing the Montana League of Cities
and Towns, stated that this is a simple and quick solu-
tion that goes directly to the problem, which occurred

in Senate Bill 142. He stated that this bill will rein-
state the inflationary adjustment; it would rectify the
$9.4 million mistake without disturbing local government
programs or requiring a general fund appropriation. He
contended that repeal of the inflationary adjustment was
a mistake; it was never heard before a committee nor

was it debated by those affected; the intent of the legis-
lature was obvious; and there is no logical or legiti-
mate reason that these bills should not stand. This so-
lution has been recommended by the Revenue Oversight Com=-
mittee and reviewed by everyone, he concluded, and it
will do the job.

Don Waldron, Superintendent of Schools at Hellgate Ele-
mentary School in Missoula, and representing the Legis-
lative Committee of the School Administrators in Montana,
testified that the vehicle license fee system is not a
favorite subject of the school administrators because,

in his district, when they changed to the flat fees, he
lost about 10% of his taxable valuation. He indicated
that putting the inflationary clause in took some of

the sting out of the loss. He claimed that they had not
lost a lot of money (about $3,800.00), but that repre-
sents 4 mills to the taxpayers; and they will have to
get this money through a mill levy or else get it from
the actions of the legislature here the next couple days.
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Chip Erdmann, representing the Montana School Board Associa-
tion, said that this bill addresses an honest mistake in

a straight forward manner. He advised that Butte-Silver
Bow would lose $50,000.00 in money which has already been
budgeted and if this is not rectified by the 1986 - 1987
budget, they will have to go to the voters and ask for an
increased mill levy to make up this loss. However, under
the current economy in Montana, most of the districts have
already cut programs and staff to bring the local voted
levy down to an acceptable level, he stated, and he urged
passage of one of these bills.

Terry Minow, represening the Montana Federation of State
Employees and the Montana Federation of Teachers, offered
testimony in support of this bill. See Exhibit 1.

Don Peoples, Chief Executive of Butte-Silver Bow and
Chairman of the Montana Urban Coalition, indicated that
it was critical that this problem be addressed and that
the necessary steps be taken to correct this error. He
commented that they are beginning to see the effects of
the loss of federal revenue. He explained the difficul-
ties they have had with the budget and advised that there
is a real crisis in local governments in the state of
Montana. He asked the committees to ack quickly as the
Revenue Oversight Committee has presented a simple solu-
tion to the problem.

Owen Nelson, representing the Montana Education Associa-
tion, testified that his group had supported Senate Bill
142 and agreed with the intent of that bill; and he re-

iterated that these bills would implement that intent.

Bill Anderson, representing the Superintendent of Public
Instruction, stated that they support the need for cor-

rection of this oversight; many of the schools have al-

ready completed the budget process; and these funds are

needed for those budgets.

Gloria Paladichuk, President of the Montana Association
of Courty Treasurers, testified that the county trea-
surers are now in the process of determining non-tax
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revenue, which includes the flat fees. She informed the
committee that if this error is not rectified, it will
mean an increase in taxes on all Montana real estate and
personal property. She advised that they polled some of
the treasurers regarding the July 1 date, and they did
not believe that it would be a problem if they had to go
back and try to raise the additional revenue if some-
one has come in and paid their taxes before the passage
of one of these bills.

Ardi Aiken, City Commissioner, Great Falls, indicated
that this would mean $61,000.00 to the city of Great
Falls, which is somewhat more than one mill. She ad-
vised that they are already into their budgeting; they
are counting on this $61,000.00 in order to balance
that budcet; and local government does not have the
option of going to the voters if they do not get that
fee.

Dick Reich, Clerk for the School District in Billings,

said that they are dramatically affected by this issue;

and the Billings schools will lose approximately $165,000.00
in revenue.

Gordon Morris, the Executive Director for the Montana
Associaton of Counties, offered testimony in support
of this bill. See Exhibit 2.

Jerry Weast, Superintendent of Schools in Great Falls,
and representing the Montana Association of School Ad-
ministrators, requested that he be on record in support
of these bills.

There were no further opponents.

OPPONENTS: Robert VanDerVere, a concerned citizen lob-
byist, stated that he opposed these bills, because, dur-
ing the last session, they changed the law in connection
with older vehicles. He contended that the counties would
be getting a lot of additional money on license fees as

he has checked with some treasurers and they informed him
that people are licensing their old vehicles now that they
only go back one year.

Larry Tobiason, President of the Montana Automobile Associa=-
tion, stated that they oppose these bills not because
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they feel that additonal funding is not necessary, but
they feel that there is a better method of funding, which
is in House Bill 3.

Dean Mansfield, representing the Montana Automobile Deal-
ers' Association, rose in opposition to this bill.

Senator Goodover, Senate District 20, testified that he
felt that the state of Montana does not need any more
taxes; what the state needs are new jobs, which will
generate more tax revenue; and there are more automobiles
being sold and more revenue being created from that source
to cover much of that inflation. He said that there
would be additional money coming in from poker machines
and he objected to earmarking funds in the general fund
for special purposes. He felt that earmarking funds
denies-the legislature the opportunity to funnel the funds
where they are needed most and these needs change from
year to year. He declared that they need to give the
taxpayers a break; and by leaving this as it is, gives
them a small consideration.

There were no further opponents.

AMENDMENTS ON SENATE BILL 1 AND HOUSE BILL 2: Senator
Mazurek, District 23, Helena, distributed copies of a
proposed amendment to the committee. See Exhibit 3.

He explained that Senate Bill 25 and Senate Bill 142
passed together and Senate Bill 25 gave the funding for
the criminal portions of the district courts to the
Supreme Court for disbursement to the counties. He
advised that there is a district court block grant pro-
gram, that is essentially an emergency grant for coun-
ties, if they are hit with a major criminal trial, and
their existing levy is not sufficient to cover the dis-
trict court operations, which is operated by the Depart-
ment of Commerce. This amendment would take the adminis-
tration of the district court block grant program from
the Supreme Court and transfer it to the Department of
Commerce, he informed the committee, which would eliminate
one other potential problem, i.e., if a county disputed
the amount it was owed under the district court block
grant program, there would be someone in the state who
could resolve this dispute, since the Supreme Court would
not be in a position to do so, since they are the ones
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dispersing the funds. He advised that this amendment
would also transfer the money, which comes from the
increased vehicle fees, from the Supreme Court to the
Department of Commerce.

PROPONENTS FOR_THE AMENDMENT: Gordon Morris, Executive
Director for the Montana Association of Counties, indi-
cated that he had reviewed the amendments and supports
them.

There were no further proponents.

OPPONENTS: There were none.

QUESTIONS ON SENATE BILL 1 AND HOUSE BILL 2: Representa-
tive Sands noted that they were addressing some pretty
fundamental tax policies with this bill and asked (1)

do they think now is an appropriate time, considering

the economic situation in the state, to have a $9.4 mil-
lion tax increase; and (2) in view of the fact that there
is tax indexing on real property and income, is this an
appropriate tax policy to have an inflation adjustment
built into this type of tax on personal property.

Mr. Waldron replied, from the school's standpoint, they
did make some changes on the anticipation of revenues;
but it was so late, most of them had passed their mill
levies as they already had authority from the public for
a certain amount of money. So what this means to the
taxpayer, he continued, is that we either get it from
the legislature, which we had anticipated and which we
think was intended, or, if this is reduced, we must
collect more of the mill levy than was regquested.

Representative Sands asked why this license fee is a
better way to raise taxes?

Mr. Waldron replied that he thinks that this is what
was intended; his district would be hurt probably the
most, because it is a lower millage district; but in
the higher millage districts, the taxpayers would be
hurt by putting it back on the property tax.
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Mr. Hansen indicated that he would like to reiterate
what Mr. Waldron said as he thinks that we have to be-
gin to understand the relationship between what the legis-
lature does and what happens to the tax system back home.
If $9.5 million is taken out of the tax base, he con-
tended, somebody is going to have to make up the differ-
ence; the cities have lower rates of growth and spending
than any other jurisdiction across the board; they have
cut services; and if this money is taken away from the
cities, towns, schools and counties, someone is going to
have to make up the difference. This will, of course,
fall on the property tax owner; and that is why this bill
is so important, he concluded.

Mr. Morris pointed out that the issue of a tax increase
was debated on the floor of both houses on an earlier
version nf this bill; and he did not feel that they are
debating a tax increase in these bills because that is-
sure was discussed and debated, and it was the intent
of the legislature, as he understood and most people

in this room understood, that an increase was to be
there. This is not a new tax, he declared.

Mr. Peoples, responding to the second question asked

by Representative Sands, indicated that they have to recog-
nize that in 1981, when the legislature removed the ad
valorem system and replaced it with the flat fee system,
they removed from local government probably the only

source of revenue that was keeping pace with inflation.

Representative Koehnke asked what percentage of the
budget does this inflation factor amount to.

Mr. Waldron responded, in speaking for his own district,
this could be looked at two ways, i. e., the mill levy
request from the taxpayers represents about 10 to 11%

of that; from the total budget for the district and the
general fund, it is a lot less, kecause in their case,
they only vote about 21% of the budget and that would
be about 10%.

Mr. Weast, speaking for the Great Falls public schools,
answered that they have already cut their budget back
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about $2.8 million below the voted levy; they have lowered
their taxes about $1.3 million over this year's taxes;

and what this represents is another $168,000.00, or 2.2
mills.

Senator Goodover asked each of those who spoke if they
had not all indicated in their testimony in the past that
they are looking for new sources of revenue other than
property taxes. He continued that, if this were the case,
they have to find other sources of revenue, which means
new jobs for people that are not now working - those on
unemployment, etc. He stated that this is not going in
that direction; they are adding another tax; none of the
people at the hearing feel that this is a live-or-die
situation; taxation has to be reduced if they are going
to get new jobs; and the farmers can't stand any more
increases in taxes.

Senator Hager asked Mr. Reich if the $165,000.00 shortfall
was for one year or two years; and his reply was that
it was a one-year adjustment.

Senator Lybeck indicated that he had talked with the coun-
ty officials in Flathead County and they informed him
that this would be about a 10% reduction; last year,

they collected $2,047,000.00 in flat vehicle fees, which
is a reduction of about $205,000.00; and historically,
when there is budget cutting, the sheriff's office gets
cut and also drug enforcement. He contended that north-
west Montana has a serious drug problem.

Chairman Devlin asked Ms. Paladichuk how they (the county
treasurers) would collect from someone who has purchased
their license after July 1, but before this additional
fee would go into effect.

Mr. Paladichuk responded that it would be difficult and
some would probably slip through the cracks. She proposed
putting a stipulation on their registration receipt say-
ing that possibly additional fees might be due, and then
write up an additional registration slip for the fees
collected.
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Chairman Devling asked if this would take a lot of time;
and Ms. Paladichuk replied that history shows that people
don't come in on the first day; they (the treasurers)
don't have a rush of people until about the 25th of the
month, which is the last due date.

Chairman Devlin questioned if she did not think this
would be the case and she answered that so far this
year, they have only had five or six people renew their
licenses ahead of time.

Chairman Towe asked when do the people whose registra-
tion has to be renewed in July have to come in.

Ms. Paladichuk replied that, if they terminated the end
of July, they have until August 25 - they have a 25-day
grace into the following month. She explained that the
ones that are due by July 25 now, actually have an ex-
piration of June 30. As she reads the bill, she advised,
it applies to any license on or after July 1, so no mat-
ter when the expiration date is, the new fee would apply.

Chairman Towe asked her how many in Richland County have
already come in and paid their fees, to which she replied,
that she did not think there were more than five or six.

Chairman Devlin noted that there were some school dis-
tricts throughout the state that went on the assumption
that they were going to have a 3 plus 3 from the founda-
tion program - they set their budget at 3, expecting a 3%,
and, instead, they got 4%. He asked if they had any

idea what the balance would be if they were to lose this
money from the vehicle fees and those school districts
that have set it at 3 and are getting 4 - what amount of
money would they be losing or would they be gaining.

Mr. Weast answered that that would have to be addressed
on each individual case and he did not know.

Chairman Devlin asked if it were possible that those
schools would not lose anything at all; and Mr. Weast
responded that that was true, and, in fact, they may have
a net gain.
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Senator Mazurek and Chairman Towe discussed the proposed
amendment as to whether it was within the call of the
special session. Senator Mazurek felt that it was with-
in the call.

Jim Lear, Staff Attorney for the Legislative Council,
informed the committee that he had checked Mason's Manu-
al, which is the only authoritative treatise that he
could refer to for guidance; and in referring to section
780 of the Manual on Legislative Procedures, he concluded
that the amendment was within the scope of the call as

it does address district court fees and details as to

its dispostion; and it should be given the benefit of

the doubt.

Representative Switzer indicated that he did not feel
that the amendment was germain.

Senator Mazurek said that he offered the amendment in
good faith and all the amendment does is to correct an
oversight that happened during the regular session.

There were no further questions.

Representative Williams closed by saying that he thought
the oversight should be corrected as this was the legis-
lature's intent; that the opposition to fees on automo-
biles is not great; he talked to a number of people in
his district about the increase in fees and he sincere-
ly feels that the people would prefer this over an added
mill levy to their property tax.

Senator Hager closed by remarking that in talking to a
number of legislators that they felt that it was the
legislature's intent to do exactly what this bill will
do; and he asked the committee members to remember that
this bill has an impact of $160,000.00 to $165,000.00
to some of the school districts in one year. He urged
the committees to pass one or the other of these bills.

The informal hearing on Senate Bill 1 and House bill 2
were closed.
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CONSIDERATION OF HOUSE BILL 3: Representative Marks,
House District 75, Helena, told the committee that he
thought this bill was within the scope of the call. He
said that he felt that there wasn't as much impact to
the school districts as had been reported; and he he-
lieved that the school districts that built their bud-
gets on the governor's recommendation will be getting

a windfall. He thought that the input on the two bills
passed in the reqgular session was limited and that there
will be more input on these bills. He advised that
this bill would repeal Senate Bill 142 and House Bill
870 and would put the law back exactly the same as if
they had not met at all in 1985 relative to vehicle
fees, only this would have the inflator back in.

He informed the committee that, in the event there was

a shortfall in the block grant account at the end of

the biennium, that that shortfall would be pro rated

to all taxing jurisdictions. He explained that the
difference needed to fund the program would amount to $4.4
million; but he thought that the fiscal note will show

a difference in that.

He advised that the bill will also put the escalator
period back to January instead of July, so that the
people, who license their vehicles in July, would be on
the same schedule as they are in June today; and they
would pay the same until January, 1986, when the escala-~
tor clause would take effect; and they would pay that
for the entire year until July 1, 1987, when that pro-
vision sunsets.

He contended that it was necessary to offer some tax re-
lief to people who are taxpayers and users of automobiles,
partly because the agricultural society needs a break

due to the drought and retired people need a break.

Representative Marks distributed a spread sheet, . (Exhibit 4), and
drawing the committee's attention to page 5, explained

the difference between these two bills. He stated that

there was an estimated ending fund balance of $30.3
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million and he reminded the committee that they had a
target during the session of trying to have an ending

fund balance of around $15 million. He felt that if they
pass House Bill 3, even if the recipients get all the mon-
ey they asked for, they would still have an ending fund
balance of over $20 million. He concluded that that would
be fair to the taxpayer and fair to the general fund.

PROPONENTS: Larry Tobiason, representing the Montana
Automobile Association, said that he was not here to con-
vince the committee that the cities, counties and school
districts did not need extra funding, but to ask that
they change the funding method from one that is placing
an increased burden on certain segments of the popula-
tion to one that would be shared by all the taxpayers of
this state. He told the committee how high gasoline
taxes have risen; how heavily taxed the motorist is; and
explained that motorists' costs are going up in every
category - gas, insurance, tires, etc.

Janelle Fallon, representing the Montana Chamber of Com-
merce, testified that Montana does not need any tax in-
creases and she believes that they should take advantage
of this opportunity not to come up with an increase. Ms.
Fallon said that the Bureau of Business and Economic Re-
search at the University of Montana has reported that
economic recovery is slower than expected in Montana; and
she contended that they have been hearing this from all
over the state and the small businesses on the main streets
are saying that they are not making any money. She ad-
vised that Montana ranks forty-fourth in the amount of
taxes paid per each $1,000.00 of personal income.

Robert VanDerVere, a concerned citizen lobbyist, stated
that he feels that the people should get a free ride for

a couple of years so that this can be looked at; he feels
that the counties are already getting more money than they
were; and that the people need relief.
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Dennis Burr, representing the Montana Taxpayers' Associa-
tion, indicated that the committees and the legislators
should not already have made up their minds that there

is only one solution to the problem. He said that they
support House Bill 3 as an alternate method of funding
local governmment and this would do what they wanted to

do in this special session. He felt that Representative
Marks' bill is simpler than the other ones because it
takes out the confusion and it appears that the state

can afford to fund local governmment during these two years
with available revenue. He stated that the legislators
should spell out what the fees are and they believe that
the inflation factor should be taken out. If they want
these fees to creep every year, that can be specified

in the law, he suggested, and they believe that Senator
Mazurek's amendment should be adopted.

Dean Mansfield, representing the Montana Automobile Deal-
ers' Association, testified that they opposed both Senate
Bill 142 and House Bill 870 during the regular session-
on the grounds that it was a selective tax on automobile
owners and an erosion of the flat fee system. Four years
ago, the legislature adopted the flat fee system to re-
duce taxes and fees on automobiles at the urging of the
public, he commented, and he believes that that system
should be protected. He acknowledged that House Bill

3 will protect the flat fee system by funding the program
through the general fund.

Mons Teigen, representing the Montana Stockgrowers' As-—
sociation, spoke of the terrible drought situation and

of the problems the farmers and ranchers are facing. He
noted that the farmers and ranchers do not have any infla-
tion factor built into their cash flow. He said that they
think House Bill 3 permits the accomplishment of all the
goals that they wish to reach without burdening the tax-
payers with an additional tax, no matter how small. (Exhibit

Representative Patterson, House District 97, Yellowstone,
explained that he was one of those who called Representative

4)
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Marks to ask if they could find another source of fund-
ing without having to go to a general tax increase to
the motoring public of Montana. He contended that
without House Bill 3, there will be some pretty hefty
tax increases on the motoring public and he reiterated
the plight of the farmers and ranchers.

Senator Goodover, Senate District 20, said that they are
talking about a minimal increase in the fee system in
these two bills - Senate Bill 1 and House Bill 2 - one
added fees for the courts and one added fees for the block
grant program and the schools, which may amount to about
$5 or $10 per taxpayer. He informed the committees of

the problems they have in Cascade County and about the

tax increases; about how the tax system was inhibiting new
business in Montana, because Montana is the fifth high-
est property tax state in the country; and he emphasized
that House Bill 3 is an alternative; and it should be
studied. He declared that they must get people working;
that the committees should look at job building programs
during this special session; and he went into detail on
ways to accomplish this end.

Representative Switzer, House District 28, indicated that
he did not have as much to say about House Bill 3 as he
did about Senate Bill 142 and he felt the alleged error
was the best part of Senate Bill 142. He commented that
House Bill 3 would not be so selective a tax.

There were no further proponents.
OPPONENTS: Gordon Morris, Executive Director of the

Montana Association of Counties, offered testimony in
opposition to this bill. See Exhibit 2.

Don Peoples, Chief Executive of Butte-Silver Bow, stated
that if the legislature stops the checks for the block
grants, the government of Butte-Silver Bow will lose
$134,000.00 out of fiscal year 1984 to 1985. They are
expecting that check in the next few days, which is part
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of the current fiscal year budget, he advised, and they
would have very few alternatives as to how to take care
of this deficit. He contended that they would have to
levy approximately 3 mills to make up this shortage and
to the property owners in Butte, that would mean an in-
crease of approximately $7.50 to $8.00. Mr. Peoples testi-
fied that the government of Anaconda-Deer Lodge would
lose about $50,000.00; and it would cost the residents
of Anaconda approximately 4.25 mills to pick up the loss
of that amount of revenue. He stated that what is hap-
pening in Butte is certainly going to happen across the
state of Montana. He explained that they have a real
problem with the supposed $30 million extra that is

in the fund; and if they are going to end up with that
much money, he thought it was funny that they need to
steal the $2 million that is already in the budgets of
the cities and counties across the state.

Gene Huntington, appearing on behalf of Governor Schwin-
den, commented that their opposition is generally con-
cerned with the appropriateness of considering House Bill

3 in this special session in that the poll for the special
session set out that the purpose was to correct action
taken during the 1985 regular legislative session - that

is what they believed the poll was about, that is what

the public thought the poll was about, and that is what
most legislators thought the poll was about. The proposal in
House Bill 3 emerged after the poll was basically complete,
he said, and they feel that the issues implicit in House
Bill 3 are inappropriate for a special session as it goes
beyond correcting action of the regular session and takes
up and alters some major state policies that have been
hard fought over the last few years. Mr. Huntington ex-
plained that the three basic policies they are dealing with
are (1) the basic budget compromise that was probably

the major struggle of the 1985 session; (2) the formulas
for distributing the block grants, which was a major ef-
fort leading up to the 1983 session; and, (3) the whole
scheme for distributing state aid to district courts,

which represented a major effort of the last interim. He
repeated that this was to be a one-day session to correct
an oversight in the 1985 regular session.
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Alex Hansen, representing the Montana League of Cities
and Towns, noted that, according to the fiscal note, the
cities and towns will lose $217,000.00 as a result of
this bill and this is one of the situations where the
cure might be worse than the disease. He reiterated that
the block grant payments have been anticipated by the
cities and towns as non-tax revenue for the current fis-
cal year; they are not talking about excess funds or

new money; and the block grant payments that will have

to be transferred to the motor vehicle reimbursement
account will first have to be subtracted from the bud-
get of every city, town and county in the state of Mon-
tana. This proposal begins by shooting a $2 million

hole in the budgets of every local government in this
state, he said, and he is opposed to the provision to

pro rate motor vehicle reimbursement payments to the coun-
ties, if a deficit occurs, because this conveniently
relieves the legislature of the legal obligation to fund
the motor vehicle expense account. He contended that

the fee system was sold on the idea that it would reduce
taxes - if the reimbursement account is not funded, taxes
are not reduced - they are simply transferred from per-
sonal to real property. Mr. Hansen concluded that they
are asking the legislature to honor the commitment that
it has made to the cities, towns and counties in Montana.

Louise Kunz, representing the Montana Low Income Coali-
tion, stated that they feel that if there is any extra
money in the general fund, the general assistance fund
should be reimplemented and that low income people should
have first claim to any funds.

Stephen Jelinek, representing the Butte Community Union,
offered testimony in opposition to this bill. See Exhibit
5.

Terry Minow, representing the Montana Federation of Teachers
and the Montana Federation of State Employees, stated

that further depleting the general fund to remedy an
admitted mistake seems to them to be a back-door approach

to solving the problem. She said that the 1985 legisla-
ture balanced the budget by transferring moneys from one
fund to another; the 1987 legislature will have many diffi-
cult decisions to make about how to raise sufficient

tax revenue to fund special social services; and passing
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House Bill 3 will further compound the lack of general
fund dollars to properly fund state government and the
foundation program.

Jerry Prue, representing the Butte Community Union, ad-
vised that he was on GA (general assistance) right now
and he urged the committees to use this money for train-
ing and jobs.

Al Johnson, City Manager of Great Falls, testified that

he signed the register as an opponent to this bill, but
that is not entirely true. It seems to him that the is-
sue being debated in how it is appropriate to fund govern-
ment, whether it be state or local. He stated that he
feels that Representative Marks' bills is presenting an
alternative. However, he feels that there is a part of
his bill that he objects to, he explained, and that is

the part that revokes the payments on the existing block
grant program. He indicated that the problem they (the
legislators) were there to correct means a loss of $61,000.00
per year, or slightly more than 1 mill; if that part of
this bill that would revoke the block grants is passed,
Great Falls would lose 2] mills and he asked them not

to tamper with existing block grant payments.

Don Waldron, representing the Legislative Committee of
School Administrators of Montana, stated that he was shocked
to arrive at 5:00 p.m. and see this issue before them;

and nobody has said that it is okay to have a surplus -
well, he thinks that is fine.

Owen Nelson, representing the Montana Education Associa-
tion, stated that their concern is that the funding will
be there for . the schools and other local governments.
He said that he did not feel that they should change the
decision as to how much money is available for funding
programs; and he supports the original bills.

AMENDMENTS ON HOUSE BILL 3: There were none offered.

QUESTIONS ON HOUSE BILL 3: Senator Mazurek asked about
the relationship between this bill and Senate Bill 25;
and he noted that the fiscal note said that local govern-
ment would not be affected by the repeal of Senate Bill
142.

Representative Marks replied that the coordinator was al-
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S0 repealed, so the concern that Mr. Morris had about

the inappropriateness of the bill, because it leaves Sen-
ate Bill 25 hanging is not the case; because if you look
at the title, this bill deals with Senate Bill 25; it is
coordinated; and Senate Bill 25 does not depend on vehi-
cle fees.

Senator Towe noted that the provision in Senate Bill 25
saying this bill is not effective unless Senate Bill 142
passes is not repealed, but is still in the law.

Representative Marks responded that this is the part,
which is repealed in the bill, as he understands it from
talking with the council staff.

Lee Heiman, Staff Attorney for the Legislative Council,
clarified that this bill repeals section 18, chapter
6, which is the coordination section of Senate Bill 25.

Senator Halligan noted that there was a problem in Senate
Bill 142 concerning funding of the district courts and
there was actually a $3 million shortfall. He asked if
this was taken care of in Representative Marks' bill.

David Hunter, Office of Budget and Program Planning,
answered that there is no problem of that nature - the
fiscal note indicates that the cost of the district courts
is $5.286 million and that is consistent with the cost
that was considered in the session.

Representative Williams asked what ending fund balance
they were using and Representative Marks replied that
they are using the figures in the appropriation report
that was sent out by the budget office, which indicated
about $30.3. He drew the committee's attention to the
fiscal note on House Bill 3 - the budget office has in-
dicated that it might not be quite that high. He thought
they started with a $28 million ending fund balance; and
he would accept that, if they will do the funding with
the general funds for the purpses of the block grant
program. They will still end up with a positive ending
fund balance of over $20 million, he asserted.
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Senator Towe asked Representative Marks if he understands
the explanation of the budget office - that the only way
they arrived at the $30 million was because they showed

a reversion of the entire $12 million. He continued that
there was essentially a gentlemen's agreement, during the
session, that the GAAP money would not be used this time,
but would be reserved; and now they say that we have no
law and no statute to do what we wanted to do as a gentle-
men's agreement; and, therefore, the $30 million includes
the total $27 million of GAAP money, of which we had in-
tended to use only $15 million. He indicated that if you
subtract the $12 million from the $30 million, then you
get $18 million; and the ending fund balance (according

to what we all had anticipated with the gentlemen's agree-
ment) would only be $18 million. A reasonable ending fund
balance according to the governor's office is suppose to
be $15 million, and, according to the LFA, it is suppose
to be $22 million, he said. Even with the governor's
office budget figures, there would be a problem with

this funding, which appears to be between $9 and $1l1
million drain on the general fund, he concluded.

Representative Marks responded that the $12 million in
question (that is the remainder of the GAAP money after

they use $15 million for the foundation program) was in
House Bill 800, which was taken from the fund that it

was in at that time, and $15 million was transferred to

the foundation program. That backed out a respective amount
of money from the general fund, he advised, and the same
thing will occur with the $12 million at the end of the

1987 biennium.

Senator Towe noted that that has now occurred and is in-
cluded in the $30 million, because they are doing it as
of the 1985 biennium.

Representative Marks concurred that it was in there, but
he said that you can't spend the money twice. He stated
that he tried that last session and got away with it, but
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he is not trying it now. He stated that he was under the
impression that that money would revert to the general
fund at the end of the 1987 biennium; the legislature
will be meeting in January of 1987; and, predictably,
they will take that money and put it into the foundation
program, so then there will be $12 million less of

the general fund needed to do it - just exactly the same
way we did this time.

Senator Towe asked if, in fact the ending fund balance of
the governor's budget office were $18 million, would he
then think that this was a responsible thing to do to
pass House Bill 3.

Representative Marks replied that that was a hypothetical
question and unfair to address. He explained that, if
you take the $12 million and secure it in the foundation
program, then it means you have $12 million less obliga-
tion next time to fund it; because we always throw a bunch
of general fund money in on top of all the earmarked
forces to fund the foundation program to the tune of $50
million or so historically. So, I guess if the routine
and adequate ending fund balance is expected, as we in-
dicated in the session, of $15 million or so to go into
the next biennium to meet all their obligations, then if
you have $12 million already pigeon-holed away in a fund
that will relieve your general fund of $12 million, it
seemed to him that they would be in pretty good shape;
because it would reduce the demand on the general fund
for the 1989 bieenium by that respective amount, he con-
cluded.

Senator Towe questioned if they took $2 million out of
the general fund, which would make sure the cities and
towns didn't loose that money, would they also have to
increase the appropriation in his bill by about $6.5
million.

Representative Marks answered that it depends on whose
figures you use; using the figures that were published

by the budget office, it indicates $.494 million surplus
and a revised ending fund balance of $28 million, and
indicating that they think that $4,4 million is too much
general fund to accomplish that, then you could back that
much out and it would take 1.5 million additional to
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satisfy the folks who think we are Indian-giving. He ad-
vised that, if that were the case, they would still have an
ending fund balance of about $19 million, which is $4
million more than they thought they needed.

There was further discussion between Senator Towe and
Representative Marks concerning funding.

Senator Towe asked Mr. Hunter if the $28.4 million shown
on page 2 of the handout included the $12 million rever-
sion from the GAAP money, as his note on House Bill 800
seems to indicate.

Mr. Hunter replied that it does include it.

Senator Towe asked, if they were to do what they all
wanted to do during the session (reserve the $12 million
to be used in the 1987 biennium and not the 1985 bienni-
um) would that $28 million have to be reduced back to
$12 million. Mr. Hunter replied that that was correct.

Senator Towe asked if they similarly would have to reduce
the $21 million by $12 million, which is the effect of
this bill. Mr. Hunter responded that that is correct.

Senator Towe said that if they were to deduct further
the $2 million on the special services reversion, they
would have to reduce it by another $2 million and Mr.
Hunter responded that that was correct.

Senator Towe noted that that would give an ending fund
balance of $7 million, to which Mr. Hunter responded
that that was correct. He indicated that he thought
Representative Marks really characterized the $12 mil-
lion correctly - whether you leave the $12 million in
the foundation program or revert it to the general fund,
it really has the same impact. He advised that the bud-
get agreement was to leave that there, and, in effect,
they really have a $30 million ending fund balance, when
they left the regular session, because the agreement was
that they would have an ending fund balance in the $15 to
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$20 million range, plus the $12 million they use for the
foundation program, so the $30 million, no matter where,
is really the same thing. He advised that either way,
they are going to reduce that ending fund balance - they
are going to spend it down by about $7.4 million.

Senator Towe asked what a legitimage ending fund balance
was - in his opinion, to which Mr. Hunter answered that
the governor recommended $16 million in the general fund.

There were no further questions.

Representative Marks stated that, if you use Mr. Hunter's
figures, they show that there may be $500,000.00 too much
in the appropriation, so this could be reduced by that
amount. He explained what he thought the confusion re-
garding the GAAP money is about. He said he could not
understand why the people representing the schools were
against him, because, under this bill, they get more mon-
ey; He concluded that the committees could set the peri-
meters of the funding and he did not believe that they
had to come in and appropriate $9 million through the
fees - they can do what they want with it.

The hearing on House Bill 3 was closed.

ADJOURNMENT: There being no further business, the meeting
adjourned at 9:55 p.m.

GERRY DEVLIN, Chairman
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$20 million range, plus the $12 million they use for the
foundation program, so the $30 million, no matter where,
is really the same thing. He advised that either way,
they are going to reduce that ending fund balance - they
are going to spend it down by about $7.4 million.

Senator Towe asked what a legitimage ending fund balance
was - in his opinion, to which Mr. Hunter answered that
the governor recommended $16 million in the general fund.

There were no further questions.

Representative Marks stated that, if you use Mr. Hunter's
figures, they show that there may be $500,000.00 too much
in the appropriation, so this could be reduced by that
amount. He explained what he thought the confusion re-
garding the GAAP money is about. He said he could not
understand why the people representing the schocls were
against him, because, under this bill, they get more mon-
ey; He concluded that the committees could set the peri-
meters of the funding and he did not believe that they
had to come in and appropriate $9 million through the
fees - they can do what they want with it.

The hearing on House Bill 3 was closed.

ADJOURNMENT: There being no further business, the meeting
adjourned at 9:55 p.m.
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TESTIMONY OF TERRY LYNN MINGW, MONTANA FEDERATION OF STATE EMPLOYEES AND
MONTANA FEDERATION OF TEACHERS, BEFORE THE HOUSE AND SENATE TAXATION
COMMITTEES, ON JUNE 27, 1985

Mr. Chairmen, members of the comittees, my name is Terry Minow. I
represent the Montana Federation of Teachers and the Montana Federation
of State Employees.

As a representative of city and county employees and as a representative
of teachers throughout Montana, I rise in support of HB 2 and SB 1.
These bills address an honest mistake in a stmightforward manner. In
Butte-Silver Bow, as in many counties and cities throughout the state,
the failure to pass a bill of this kind would have a serious impact. It
is estimated that Butte-Silver Bow would lose approximately $50,000 in
vehicle registration fees. In a cammunity that is already facing lay-
offs of city and county personnel due to financial difficulties, this is
a significant amount of lost revenue.

Similiarly, school districts set their budgets based on an estimate of
vehicle registration fee revenue before they realized that a mistake
had been made. Mill levies have been passed and budgets set--school
districts need this revenue to maintain their balanced budgets.

We wish to oppose Representative Mark's HB 3. Further depleting the gen-
eral fund to remedy an admitted mistake seems to us to be a back door
approach. The 1984 Legislature balanced the budget by transferring monies
from one fund to another, leaving the 1987 legislature many difficult de-
cisions to make about how to raise sufficient tax revenue to fund essential
social services. Passing HB 3 will further compound the lack of available
general fund dollars to properly fund state government and the Foundation
Program.

Please give HB 2 and SB 1 a "Do Pass" recammendation and HB 3 a "Do

Not Pass" recommendation. Doing so will facilitate a short special session,
one that has taken a straightforward approach to an honest mistake.

Thank you for your consideration.
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Dear Legislators:

In response to Representative Marks' letter of June 235,
1985 I feel the following points need to be made. He has raised
several issues relative to his proposal to fund District Courts
and Motor Vehicle State Reimbursement from the General Fund
and by stopping distribution of the General Services Block
Brant monies. I would like to comment on these issues:

1. Reprasentative Marks has indicated that the legisl-
ature should consider repealing SB 142 as passed by the 43th
Legislature. I wish to point out that SB 142 is linked to
SB 29, the District Court Funding bill and if SB 142 were to
be repealed it would negate or repeal SB 25. Before any action
on SB 142 is taken relative to its possible repeal this issue
would have to be explored and SB 25 in all likelihood amended
80 as to not be tied directly to the passage of SB 142.

2. The proposed repeal of HB 870 must be weighed in light
of projected revenue. It should be nocted that HB 870 provides
ravenue to the Gereral Purpose portion of the local government
block grant program, and for all intents and purposes under
provisions set forth in HB 500, there will be no General Services
Block Grant in the coming biennium due to the cap that was
placed on it.

3. Representative Marks further proposes amending Section
7-6-309(4) of the Montana Code Annotated to stop distribution
June 30 of approximately $2 million into the Block Grant
Account. It should be noted that the $2 million is an allocation
to the Gerneral Services portion of the Block Grant and as such
has been anticipated by municipalities and counties throughout
the state based upon correspondence from the Community Develop-
ment Division of the Department of Commerce in June of 1984.

In that correspondence it was pointed out that "in the coming
fiscal period, FY 83, there will only be orne General Services
payment, June 30, 1983. There has been some confusion the

paat few months concerning in which fiscal year this revenue
should be accounted. Recent discussions with the Montana Associ-
ation of Counties and the League of Cities and Towns has resulted
- in agreement that the June 30, 1985 payment should be counted

as revenue for FY 835." In this correspondence, local governments
were advised to anticipate approximately $1.987 million of
non-tax revenue.

MACo

&



Legislators
Juna 27, 19835
Page 2

This action was necessitated by virtue of the need to anticipate
the revenue in the actual fiscal year in which it would be
received, June 30, 1985, i.e. FY 835.

As a consequence, the proposal to amend Section 7-6-309(4),
MCA, to stop distribution of the approximate $2 million of
FY 1985 surplus would have the resulting effect of leaving
local jJurisdictions with a $2 million shortfall in their FY
‘83 budget that would have to be made up by increased levies
in FY 86.

In making these points I would hope that the legislature
would act expeditiously on SB 142 and restore the inflation
factor as identified as cur best sclution. It may be acceptable
to repeal HB 870; however, I think I would speak in opposition
to any effort to repeal SB 142 because of its link to SB 235,
and further, would have to protest any diversion of the $2
million "supposed” surplus in the block grant account. These
are riew issues unrelated to the error in 5B 142, perhaps beyond
the limited scope of this special session.

Sirncerely,

/(M):/%_,

C:/GDRDON MORRIS
Executive Director

GM/mrp
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Sen. Marure &

PROPOSED AMENDMENTS TO BILL NO.__ [L.C. 1 OR 4]

1. Title, line 7.
Following: "FEE;"

”*;fInsert: "TRANSFERRING THE ADMINISTRATION OF STATE FUNDING

FOR DISTRICT COURTS FROM THE SUPREME COURT TO THE
DEPARTMENT OF COMMERCE; APPROPRIATING TO THE DEPARTMENT
OF COMMERCE FUNDING FOR THE STATE FUNDING OF DISTRICT
" COURTS; DELETING THE FUNDING FROM THE SUPREME COURT
BUDGET; "

- 2. Title, line 8.

Following: "1985"
Insert: ",SECTIONS 1 THROUGH 5, 10, 15, AND 16 OF CHAPTER
680, LAWS OF 1985"

3. Page 3, line 2,

Following: line 1

Insert: "Section 3. Section 1, Chapter 680, Laws of 1985, is
amended to read:

"Section 1. State assumption of certain district
court expenses. (1) Effective July 1, 1985, the state
shall, to the extent that money is appropriated,
fund the following district court expenses in criminal
casers only:

(a) salaries of court reporters;

(b) ' transcripts of proceedings;

(c) witness fees and necessary expenses;

(d) Jjuror fees;

(e) indigent defense; and

(f) psychiatric examinations.

(2) The supreme-court-adminiseratory-under-the
direection-of-the--supreme-~coure-and department of
commerce,in consultation with the district judges for
each juaicial district, shall include within the
supreme~~-ecourels department's biennial budget request
to the legislature a request for funding the expenses
listed in subsection (1).

(3) If money approprlated for the expenses listed in
subsection (1) is insufficient to fully fund those
expenses, the county is responsible for payment of the
balance. If no money is appropriated, the county is

.. responsible for pavment of all expenses.”

Section 4. Section 2, Chapter 680, Laws of 1985, is
amended to read:

"Section 2. Fiscal administration for payment of
court expenses, The supreme-court-adminiatracer
department of commerce shall:

(1) establish procedures for disbursement of
funds for payment of district court expenses listed in
[section 1], including prorating of those funds if

~they are 1nsuff1c1ent to cover all expenses listed in
[{section 1];




(2) én--consuitetion--with-ehe-deparement-of
"eemmereey develop a uniform accounting system for use by
the counties in reporting court expenses at a
detailed level for budgeting and auditing purposes; and

(3) provide for annual auditing of district court
expenses to assure normal operations and consistency in
reporting of expenditures."”

Section 5. Section 3, Chapter 680, Laws of 1985, is
amended to read:

"Section 3. Reimbursement for Jjuror and witness
fees. According to procedures established by the
supreme--court--admintstrater department of commerce
under [section 2(1)], each clerk of district court
shall submit to the supreme--court--adminisetwater
department a detailed statement containing a list of
witnesses and jurors for criminal cases only and the
amount of per diem and mileage paid to each by the
county. Upon receipt and verification of the statement,
the adminiserater department shall promptly reimburse
the designated county for the cost of witness and juror
fees on a full or prorated basis in accordance with
[section 2]. The county shall deposit the amount
reimbursed in its general fund unless the county has a
district court fund. If the county has a district court
fund, the amount reimbursed must be deposited in such
fund."

Section 6. Section 4, Chapter 680, Laws of 1985, is
amended to read:

"Section 4. Section 3-5-602, MCA, is amended to read:

"3-5-602. Salary and expenses =~-- apportionment. (1)
Each reporter is entitled to receive a base annual
salarv of not less than $16,000 or more than $23,000
and no other compensation except as provided in
3-5-604. The salary shall be set by the judge for whom
the reporter works. The salary is payable in monthly
installments out of the general funds of the counties
comprising the district for which the reporter is
appointed and out of an appropriation made to the
' supreme-ecourt department of commerce as provided in
' subsection (2),

(2) The supreme-coure-admintsetrater department of
commerce shall determine the total number of civil and
criminal actions commenced in the preceding year in
the district court or courts in the judicial -
district for which a reporter is appointed. The state
shall pay its portion of the reporter's salary
based on the proportion of the total number of
criminal actions commenced in the district court or
courts in the district and the amount appropriated for

- that purpose. Each county shall pay its portion of the
remainder of the salary based on its proportion of the
total number of civil and criminal actions commenced in




" the district courts in the district. The judge or judges
‘of the district shall, on January 1 of each vear or as
soon thereafter as possible, apportion the amount of

the salary to be paid by each county in his or their
district on the basis prescribed in this subsection.

The portion of the salary payable by a county is a
district court expense within the meaning of 7-6-2351,
7-6-2352, and 7-6-2511,

‘ (3) In judicial districts comprising more than one

- county, the reporter is allowed, in addition to the
salary and fees provided for in subsection (1), his
actual and necessary travel expenses, as defined and
provided in 2-18-501 through 2-18-503, when he goes
on official business to a county of his Jjudicial
district other than the county in which he resides, from
the time he leaves his place of residence until he
returns thereto. The expenses shall be apportiocned and
payable in the same way as the salary.""

Section 7. Section 5, Chapter 680, Laws of 1985, is
amended to read:

"Section 5. Section 3-5-604, MCA, is amended to read:

"3-5-604. Transcript of proceedings. (1) Each
reporter must furnish, upon request, with all
reasonable diligence, to a party or his attorney in a
case in which he has attended the trial or hearing a
transcript from his stenographic notes of the
-testimony and proceedings of the trial or hearing ora
part thereof, upon payment by the person requiring the
same of $2 per page for the original transcript, 50
cents per page for the first copy, 25 cents per page
for each additional copy. '

(2) TIf the county attorney, attorney general,
or judge requires a transcript in a criminal case, the
reporter is entitled to his fees therefor, but he must
furnish it. Upon furnishing it, he shall receive a
certificate for the sum to which he is entitled. The
reporter shall submit the certificate to the esupreme
eoure--adminiserator--whe department of commerce which,
in accordance with [section 2], i1s responsible for the
prompt payment of all or a portion of the amount due
the reporter. If the supreme-ceourt-admintseracer
department, in accordance with [section 2], pays none or
only a portion of the amount due, the county shall
pay the balance upon receipt of a statement from the
reporter. ’

(3) If the judge requires a copy in a civil
case to assist him in rendering a decision, the
reporter must furnish the same without charge therefor.
In civil cases, all transcripts required by the
county shall be furnished, and only the reporter's
actual costs of preparation may be paid by the county.

(4) If it appears to the judge that a defendant in
a criminal case is unable to pay for a transcript, it




shall be furnished to him and paid for by the state
in the manner provided in subsection (2) to the extent
funds are available. The county shall pay the remainder

."as required in [section 1].""

Section 8. Section 10, Chapter 680, Laws of 1985, is

' amended to read:

"Section 10. Section 46-8-201, MCA, is amended to
read:
"46-8-201. Remuneration of appointed counsel. (1)

- Whenever in a criminal proceeding an attorney represents

or defends any person by order of the court on the ground
that the person is financially unable to employ
counsel, the attorney shall be paid for his
services such sum as a district court or Jjustice of the
state supreme court certifies to be a reasonable
compensation therefor and shall be reimbursed for
reasonable costs incurred in the criminal proceeding,

(2) The expense of implementing subsection (1) is
chargeable as provided in [section 1] to the county
in which the proceeding arose, the effice-of-supreme
courp-adminisewaecer department of commerce, .or both,
except that:

(a) in proceedings solely involving the violation of
a city ordinance or state statute prosecuted in a

| municipal or city court, the expense 1is chargeable

to the city or town in which the proceeding arose; and

(b) when there has been an arrest by agents of the
department of fish, wildlife, and parks or agents of the
department of justice, the expense must bhe borne by
the state agency causing the arrest.""

Section 9. Section 15, Chapter 680, Laws of 1985, is
amended to read: '

"Section 15. Section 46-15-104, MCA, is amended to
read:

"46-15-104. Expenses of witness., (1) When a person
attends before a magistrate, grand jury, or court
as a witness in a criminal case upon a subpoena or in
pursuance of an undertaking, the judge, at his
discretion, by a written order may direct the clerk of
the court to draw his warrant wupon the county
treasurer in favor of such witness for a

~ reasonable sum, to be specified in the order, for the
.necessary expenses of the witness.

(2) According to procedures established by
the supreme---court--administrater department of
commerce under [section 2(1)], the clerk of district
court shall submit to the supreme-eceurt-adminiserater
department a detailed statement containing a 1list of
witnesses and the amount of expenses paid to each by the

- county. Upon receipt and verification of the statement,
the adminiseraser department shall promptly reimburse

.., the designated "county _for all or a portion of the cost



of witness expenses. The county shall deposit the amount
_reimbursed in its general fund unless the county has a
district court fund. If the county has a district court
fund, the amount reimbursed must be deposited in such
fund.""

Section 10. Section 16, Chapter 680, Laws of 1985, is
amended to read:

"Section 16. Section 46-18-235, MCA, is amended to
read:

"46-18-235, Disposition of money collected as fines
and costs. The money collected by a court as a result
of the imposition of fines or assessment of costs under
the provisions of 46-18-231 and 46-18-232 shall be paid
to the county general fund of the county in which the
court is held, except that:

(1) if the costs assessed include any district
court expense listed in [section 1], the money collected
from assessment of these costs must be paid to the
supreme-court-admintseraster department of commerce for
deposit into the state general fund to the extent the
expenses were paid bv the state; and

(2) if the fine was imposed for a violation of Title
45, chapter 9, the court may order the money paid into
the drug forfeiture fund maintained under 44-12-206 for
the law enforcement agency which made the arrest from
which the conviction and fine ‘arose.""

Section 11, Appropriation transfer. The general fund
appropriation to the Supreme Court for state funding of
certain District Court operations contained in item No. 4
of the Judiciary budget as contained in House Bill 500,
L. 1985, is transferred to the Department of Commerce,

In accordance with such transfer, the spending authority
of the Supreme Court is reduced $3,170,633 for fiscal
vear 1986 and $3,152,873 in fiscal year 1987, and there
is appropriated to the Department of Commerce from the
general fund $3,170,633 for fiscal vear 1986 and
$3,152,873 in fiscal vear 1987 for certain District Court
operations."

Renumber: subsequent sections

4. Page 3, line 4.

Following: "approval”

Insert: ","

Following: "and"

Strike: "applies"

Insert: "sections 1 and 2 apply"

5. Page 3, line 6.

Following: "1985"

Strike: "it applies"”

Insert: "sections 1 and 2 apply"



6. Page 3, line 9.

_Pollowing: "(2)"

_Strike: "This act terminates”
Insert: "Sections 1 and 2 terminate"

_PC3/LC1AMEND
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Comparison of House Bill 2 and House Bill 3

Table 1 below compares the fees that would be effective under House

Bill 2

and 3.

The table also lists the currently effective fees and those

that would be in effect July 1, 1985 without special session action.

Table 1

Vehicle Fee Rate Comparisons

Currentlv effective

thru 6/30/85

1985 Regular Session

7/1/85

HB 2

7/1/85
1/1/86
1/1/87

HB 3

7/1/85
1/1/86
1/1/87

6/30/87

12/31/85
12/31/86
6/30/87

12/31/85
12/31/86
6/30/87

- - = - Under 2850 Lbs - - - - - = = = Qver 2850 Lbs - - - -
0-4 Yrs 5-7 Yrs Over 8 Yrs 0-4 Yrs 5=7 Yrs Over 8 Yrs
$80.00 $46.00 11.00 $102.00 $57.00 $17.00
83.00 48.00 14.00 104.50 59.00 19.50
93.00 54.00 15,00 116.50 66.00 21.50
95.00 55.00 16.00 120.50 68.00 22,50
99.00 57.00 16.00 125.50 70.00 22.50
80.00 46.00 11.00 102.00 57.00 17.00
82.00 47.00 12.00 106.00 59.00 18.00
86.00 49.00 12.00 111.00 61.00 18.00




The difference in fees for Hc.se Bills 2 and 3 are entirely due to the
repeal _of Senate Bill 142 and House Bill 870 of the 49th Legislature regular
session. The Legislative Council informs me that both House Bill 2 and
House Rill 3 would continue the application of the PCE inflator adjustment
on a calendar yecar basis. Senate Bill 142 had stricken the inflator
effective July 1, 1985. Table 2 shows the fee difference between House

Bill 2 and House Bill 3 during the 1987 biennium.

Table 2
Fee Rate Differences House Bill 2 versus House Bill 3

- - - Fee Class - - - Amount HB 2 greater than HB 3 fees
7/1/85 to 1/1/86 to 1/1/87 to
Weight Age 12/31/85 12/31/86 6/30/87
under 2850 0-4 $13.00 $13.00 $13.00
5-7 8.00 8.00 8.00
over 8 4.00 4.00 4.00
over 2850 0-4 14.50 14.50 14.50
5-7 9.00 9.00 9.00
over 8 4.50 4.50 4.50

PRORATION CLAUSE

House Bill 3 includes a proration clause applying to the general pur-
pose block grant. The general purpose block grant provides replacement
funds for revenues lost upon implementation of the vehicle fee system.
This proration clause means that any shortfall in funds to make the pay-
ments calculated under 61-3-536, MCA for the general purpose block grant
will be met with a pro-rata reduction in the grants. We assume without
this clause a supplemental appropriation would be requested of the
1987 legislature for such shortfall. We estimate the shortfall at $2,186,000
in the 1987 biennium. The fiscal note on House Bill 3 indicates the

shortfall would be $1,512,000,



ROLL FORWARD

House Bill 3 includes a provision to 'roll forward' the balance in the
block grant from fiscal 1985 to the 1987 biennium. This 'roll forward'
takes funds that would have been distributed to cities and counties as
general services block grants on June 320, 1985 and applies them toward
the general purpose block grant in the 1987 biennium. The effect of this
varies based upon Low a shortfall in general purpose block grant is to be
handled. If you assume, as I have, a shortfall in the general purpose
block grant will be met with a supplemental appropriation the 'roll forward'
reduces the supplemental appropriation. If you assume a shortfall in the
general purpose block grant will be met with a pro-rata reduction of
grants the 'roll forward' shares with all local taxing jurisdictions, the

funds that would have been received only by cities and counties.

IMPACT ON GOVERNMENTAL UNITS

Table 3 compares the fiscal impact of House Bills 2 and 3 on the dif-
ferent governmental units. The allocation of impacts are based upon the
percentages used in the fiscal notes prepared by the Office of Budget and
Program Planning.

The effect of reinstatement of the vehicle fee is shown as an increase
of $£,519,000. This is lower than the $9.5 million loss shown earlier as
$8,519,000 reflects fee adjustment based on calendar years beginning
January 1. The $9.5 million was based upon adjustments based on fiscal

years beginning July 1.



Table 3
Fiscal Impacts of House Bill 2 and House Rill 3

HB 870 Repeal Reinstate
Roll SB 142 & Replacement PCE
Forward Repeal w/ Gen. Fund Proration Inflator Total
House Bill 2
1
State Direct ) S =0- $ -0-
State Indirect 1,915,923 1,915,923
Cities 660,222 660,222
Counties 1,829,881 1,829,881
School Districts 3,615,464 3,615,464
Other 497,510 497,510
Total §§15191000 3815191000

House Bill 3

State Direct” $2,007,921 $(5,285,954) $(&4,421,149) $178,079 $ -0- $(7,521,103)

State Indirect -0- -0- -0- (40,050) 1,915,923 1,875,873
Cities (1,104,357) -0- -0- (13,801) 660,222  (457,936)
Counties (903,564) -0- -0- (38,251) 1,829,881 888,066
School Districts  =-0- -0- -0- (75,577 3,615,464 3,539,887
Other -0- -0- -0- (10,400) 497,510 487,110
Total $  -0-  $(5,285,954) $(4,421,149) § -0~ $8,519,000 N/A

1
7Appr0ptiation increase or general fund revenue decrease
“Through foundation program and university levy

Table 3 indicates the net general fund cost of House Bill 3 would be
$5,645,230. The 'roll forward' is shown as benefiting the state as the un-
derlying assumption was that in absence of special session, any shortfall in
the general purpose block grant would be made up through a supplemental
appropriation. If that assumption were changed to one of proration of any
shortfall, this effect would be modified as shown in Table 4. This indi-

cates the net general fund cost would be $7,339,599.



Table 4
Fiscal Impacts of House Bill 2 and House Bill 3
- Assuming Proration is Current Policy

HB 870 Repeal Reinstate
Roll SB 142 & Replacement PCE
Forward Repeal w/ Gen. Fund Inflator Total
House Bill 2
1

State Direct ) S -0- $ -0-
State Indirect 1,915,923 1,915,923
Cities 660,222 660,222
Counties 1,829,881 1,829,881
School Districts 3,615,464 3,615,464
Other 497,510 497,510

Total $8,519,000 $8,519,000
House Bi1ll 3

1

State Direct , $ -0- $(5,285,954) $(4,421,149) $ -0- $(9,707,103)
State Indirect 451,581 -0- -0- 1,915,923 2,367,504
Cities (948,743) -0- -0- 660,222 (288,521)
Counties (472,263) -0~ -0- 1,829,881 1,357,618
School Districts 852,162 -0- -0- 3,615,464 4,467,626
Other 117,263 -Q- -0- 497,510 614,773

Total § -0- $(5,285,954) $(4,6421,149) 381519i099 N/A —

1
Appropriation increase or general fund revenue decrease
Through foundation program and university levy

Table 5 compares House Bill 2 and House Bill 3 if the 'roll forward'
provisions were dropped from House Bill 3. With the proration clause
retained, this means that while cities and counties receive the June 30,
1985 distribtuion of $2,007,921, all taxing jurisdiction would share in the

shortfall in the 1987 biennium.



Table 5
Fiscal Impacts of House Bill 2 and House Bill 3
with Eliminstion of 'Roll Forward' from House Bill 3

HB 870 Repeal Reinstate
SB 142 & Replacement PCE
Repeal w/ Gen, Fund Proration Inflator Total
House Bill 2
1

State Direct S -0- $ ~0-
State Indirect 1,915,923 1,915,923
Cities 660,222 660,222
Counties 1,829,881 1,829,881
School Districts 3,615,464 3,615,464
Other 497,510 497,510

Total 7 $8,519,000 §8'519|000
House Bill 3
State Directl $(5,285,954) $(4,421,149) $2,186,000 $§ -0- $(7,521,103)
State Indirect -0- -0- (491,632) 1,915,923 1,424,291
Cities -0- -0~ (169,415) 660,222 490,807
Counties -0- -0- (469,553) 1,829,881 1,360,328
School Districts -0~ -0- (927,738) 3,615,464 2,687,726
Other -0- -0- (127,662) 497,510 369,848

Total 3(5‘285i9532 $(4,621,149) $ -0- 381519‘022 N/A

1
2Appropriation increase or general fund revenue decrease
Through foundation program and university levy

cnl:bm 6-27-5



PLEASE GIVE BRIEF STATEMENT CONCERNING YOUR VIEWS OF THIS BILL

&J:JI% y
&/ 7/ps~
HE -2
WITNESS STATEMENT
BILL NO. HOUSE BILL 3 Date: June 27, 1985

SPONSOR: REPRESENTATIVE MARKS

/—\

Name : %‘Qé/@f ) Representing //[ ; /o(',/, YON2 IS j S
\_____/ . 7 '

5 i °
,{/,, péasar€ 9€rmzﬁ 7he w((cm/‘/f/w{b A f//o'% ,%C’/é‘é‘f/jc

&:g éé? /VLZ m‘//zm/’ .ﬂ/l)/ ///['}’f”ff"/‘%/(pf-p

— e

e



PLEASE GIVE BRIEF STATEMENT CONCERNING YOUR VIEWS OF THIS BILL g

: N
Q\‘\ e s A t \\\‘\Q_ ‘\(\\OQ\" ~ < AV ‘)T\__{ N YW \\},
e . Exth bt 5

WITNESS STATEMENT 5
6/’ 7 - 5]
\v%
BILL NO. HOUSE BILL 3 Date: June 27, 1985

SPONSOR: REPRESENTATIVE MARKS ] %

T
Name@'\’ < OT\\ e i\ SQ,\‘ AN~ \R Representing: EZ QH e QQW\ Y\, Uu\%

- - ~ A
- NN Q- R«Lc\z, Lco\\u\3 T ot \Narkg
T adon Camyuaiiesd w W@ e

.).._ o CL\.\ A_ Jf ) W Q"\‘-Qv (»\J\B\’%'\)\/ A‘Q \\Q \ %
, Q 2
G U\AT . area (‘;\:; \‘3(\:9\; (3‘ % \

. \.\Q;\ W A\/ LN '\% (‘:
\ A &
%) Q/C_C$~\>»‘S‘Q, \EE: \ Qyﬁi, \-Cﬁ\x; ;>\$.\¥’Q~, (\<S i

‘ v

'5{&@\3@5 SO (‘%a \\‘\\*L \ oo © ‘\'\K\S TARDINAR N
% \35/ Y\i\&\\\ \&\’\ *'Q )(\\,Q_ (QQQT\' N




»s3e 3ign Register if testifying and note for or against bill.

COMMITTEE: House Taxation Date: June 27, 1985
Bill No: House "Bill 2
Sponsor: Rep. Williams

VISITOR'S REGISTER

TOWN REPRESENTING Proponent| Opponent

/@\/\ \ D gQ DM AN (—\QQ Qo ' ﬂ«\? gc/»fa_')L gD/f\Sfcfc

H.A A,
NHCo

A <X

R T—wxs,
MHAC o
> s ;'\ .'r"‘*

JALD e it e | & AL i
Q_Bv\\m iﬁoﬂ"l gJM - Q\Q\)&é (SO b,
Ll vie 1€l ar o (s (/r L= X

Q;,&,hf, iaﬂrkffhﬁij ;>
=

[C“«JSKV%lJA#xGE z' LM'LJ/lvA /}7;?/4’/ ~

Mg e \'*‘-w LS Lo AL T L~

| | ST e R e

A EMMJQLhcfdu&
@} /-uz, £ Assoc. kS h Ml moy v

™ "-‘.A5 ~ r; s *—’ "';"1 ‘

\ ‘.\A‘:%" \,/": '/I\TJ-,O W00 ‘c.\\w‘ —’:_/L ! 1/

S DNt~ |
, N\

i/)nw“ /[/q,,q/.,g / YAy A Fri AN i




Please sign Register if testifying and note for or against bill. !

COMMITTEE: House Taxation Date: June 27, 1985
Bill No: House Bill 3
Sponsor: Representative Marks i
) VISITOR'S REGISTER
i
REPRESENTING Proponen Opponen

D) bb&re,

gg

SR,

X

\

74

MEA

Ko "a'-om ' m.A. A X
h MADA X

)

/! A1AA. X

4

P R
zfm %‘

{

,Q, 7 Y e
~. KR

. //’ o"_. L /

\
\,

/,.7(//%’6 2

T
':’}'\TE
-

o

(pé 7:0&54«0&

\

’
PP G

/Cj;///12g_v

i Arac e X
T8 LT
vk 0 iR >
L s S O e
T e | DTN X X
2o Z | Do (L
e G b 2 R
U ﬁaf) QULPA %o@WMJ ' X —
;_ Z A FLTae il %:jiﬂvﬂu'qcibﬂ L///’é
o Gk Foiin | mhsh &
AN\ N ATSE 4 ]
\‘gﬁL<t>3~¢)a;;_;‘_sg:*'“ N vvl\l},q ~—--_gzEiiét:1;—“’5:;—{:__-_7"“——— ; Lf//’// |
| pe————— bd ) . -~ N H . . /7




Please sign Register if testifying and note for or against bill.

COMMITTEE: House Taxation

Bill No: House Bill 3

Date: June 27, 1985

Sponsor: Rep. Marks
VISITOR'S REGISTER
NAME TOWN REPRESENTING Proponent| Opponent
Lovry Tobiasen| Helewa | 111414 X
20\ flobs 11404 X
' 72-7; NN & fld 7 X




) MINUTES OF THE MEETING
TAXATION COMMITTEE
HOUSE OF REPRESENTATIVES
SPECIAL SESSION I

June 28, 1985

The second meeting of the House Taxation Committee was
called to order in room 317 by Chairman Gerry Devlin at
10:30 a.m.

ROLL CALL: All members were present as were Dave Bohyer,
Researcher for the Legislative Council, and Alice Omang,
secretary.

Chairman Devlin announced that if all those witnesses,
who testified last night at the joint meeting, wished

to have their testimony recorded into today's minutes,
just indicate that this is what they wish to do and that
testimony will be included in the minutes of this meeting
and the same testimony does not have to be repeated

at this meeting.

CONSIDERATION OF HOUSE BILL 2: Representative Williams,
District 85, informed the committee that he was a member
of the Revenue Oversight Committee and that this bill
merely corrects an oversight that was made in the regqu-
lar session. He referred to the new language in subsec-
tion 2 and section 2, which added an effective date with
a retroactive clause.

PROPONENTS: Gordon Morris, representing the Montana
Association of Counties, wished his testimony from last
night's hearing to go on record for this hearing. See
Exhibit 1.

Gloria Paladichuk, representing the Montana Association

of County Treasurers, testified that the county trea-
surers are now in the process of determining what the non-
tax revenue will be, which includes the flat fees. She
explained that if the non-tax revenue is insufficient,

the remainder will have to be raised by mill levies. She
contended that if this error in the law is not rectified,
it will mean an increase in taxes on real estate and per-
sonal property. She advised that some of the treasurers
had been polled regarding the date of July 1, and they
felt that there would not be a problem if they had to

go back and try to raise the additional tax if some people
had come in before the passage of this bill.



Taxa%ion Committee
June 28, 1985
Page Two

Alec Hansen, representing the Montana League of Cities
and Towns, requested that his testimony of the previous
night be recorded. He had indicated that this proposal
is a simple and quick solution that goes directly after
the problem, which was in Senate Bill 142, in that it
will reinstate the inflationary adjustment without dis-
turbing other local government programs or requiring a
general fund appropriation. He contended that the re-
peal of the inflationary adjustment was a mistake, it
had never been before a committee nor was it debated by
those who had been affected.

Chip Erdman, representing the Montana School Board As-
sociation, stated that he would like his comments of

the previous night recorded. He had informed the com-
mittee that he felt that this bill addresses an honest
mistake in a straight forward manner; that Butte-Silver-
Bow would lose approximately $50,000.00 in money, for
which they had already budgeted; and if this is not rec-
tified, they will have to ask for an increased mill levy.
He stated that, due to the current economy in the state
of Montana, most districts have already cut their programs
and staff to bring the mill levy down to an acceptable
level. He urged passage of this bill.

Owen Nelson, representing the Montana Education Associa-
tion, stated his support for this bill and advised that
they also supported Senate Bill 142. He urged the commit-
tee to support the recommendation of the Revenue Oversight
Committee.

There were no further proponents.

OPPONENTS: Representative Pistoria, House District 36,
Great Falls, stated that it was a lot of baloney to say
that Great Falls will loose $162,000.00 if this bill does
not pass. He contended that they have a reserve of
$14,166,391.65, and he will be voting against making any
changes and any increase in taxes. He distributed Exhibits
2 and 3 to the committee.
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Larry Tobiason, representing the Montana Automobile As-
sociation, expressed his desire to have the testimony
from the previous night's meeting entered in the min-
utes. He had stated that they feel that additional fund-
ing is needed for the counties, cities, towns and schools,
but they believe that there is a better way to fund them
than with these bills.

Dean Mansfield, representing the Montana Automobile
Dealers' Association, stated that they were opposed to
this mechanism of funding and would like to support
another bill.

There were no further opponents.

QUESTIONS ON HOUSE BILL 2: Representative Asay noted
that it was stated that a mistake was made and that they
(the legislators) were here to rectify that mistake and
reinsert the inflator and he asked if that was really

the mistake that was made and was the intent to stop the
inflation factor from continuing past this year. He said,
as he understood, the intent was to stop that automatic
increase beyond this point. Representative Williams re-
plied that he thought that the legislative intent was not
to remove the implicit price deflator as it existed in
the original legislation that was passed in 1981 - that
that was continued and the only thing that was suppose

to be removed by Representative Gilbert's amendment was
the inflator not to be applied to the funds going to the
district courts.

Representative Asay asked if they were not stopping the
inflation from continuing beyond this year. Representa-
tive Gilbert responded that he was strongly opposed to
any inflators on taxes or fees and he could not under-
stand how the state of Montana should have an inflator
on taxes, when people do not have an inflator on their
income and he felt that now there is a $9.5 million sav-
ing for the taxpayer in the state of Montana. He said
that he thought he explained the amendment quite clearly
in that he wanted to do away with the inflator. He thought
it was a mistake to put the inflator in in 1981.
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Representative Switzer asked Representative Williams how
they first became aware that there was no error and how
they deteremined that this was an error rather than legis-
lative intent. Representative Williams replied that when
they started to put this in the codes, they felt there.was an
error and they pointed it out to the Revenue Oversight
Committee. He explained that as the bill was finally
passed the Gilbert amendment was only to apply to the
court fees; they researched this and found that this

was not the intent of the legislature and that is the
reason they asked for the special session.

There were no further questions.

Representative Williams closed and the hearing on this
bill was closed.

CONSIDERATION OF HOUSE BILL 3: Representative Marks,
House District 75, stated that the main difference be-
tween these two bills is the impact it will have on

the motoring public. He stated that he would be agree-
able to striking the section of the bill that deals with
the $2 million that would go to the cities and counties
and he hoped that the committee would strongly consider
putting the prorata section in the bill. He distributed
to the committee a comparison of House Bill 2 and House
Bill 3. See Exhibit 4. He also recommended that the
committee adopt an amendment that would take out the
inflator and instead put into the statutes what the fees
would be. He explained the handouts to the committee and
remarked that this would give the taxpayer a little break
and would keep the pain from getting worse.

PROPONENTS: Larry Tobiason, President of the Montana
Automobile Association, desired his testimony from the
previous night to be entered in the minutes. He stated
that the motorist is the most taxed segment of people;
motorist costs are going up in every category and this
bill will give them some tax relief. He felt that this
is not a time to raise taxes especially when there is no
need to.

Janelle Fallon, representing the Montana Chamber of Com-
merce, offered testimony in support of this bill. See
Exhibit 5.
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Dean Mansfield, representing the Montana Automobile Dealers'
Association, testified in the previous hearing that

they did oppose SB 142 and HB 170 on the grounds that

it was a selective tax on automobile owners and an ero-
sion of the flat fee system. He said that they feel

that this biil will protect the flat fee system and

fund the programs through the general fund.

Representative Mercer, House District 50, stated that
he had a proposed amendment, which was identical to
the one Senator Mazurek offered and which would trans-
fer the administration from the Supreme Court over to
the Department of Commerce.

Dennis Burr, representing the Montana Taxpayers' Associa-
tion, emphasized the three things they would like to

see, i.e. (1) to use Representative Mark's method of
using general fund money to provide for local govern-
ment; (2) to remove the inflation factor from all the
vehicle fees and specify the dollar amounts; and (3)
accept the amendment concerning the administration of
district court funds being removed from the Supreme

Court to the Department of Commerce.

There were no further proponents.

OPPONENTS: Alec Hanson, representing the Montana League
of Cities and Towns, showed the committee a list of all
the cities and counties in the state of Montana and

the amount of money that they are suppose to receive
under the program on the 30th of June; and he declared
that this money has been budgeted; those people are
counting on that money and it has been integrated into
their mill levies. He said that to take that money

away is to steal those checks right out of the mail box.
He indicated that the proposal that Representative Marks
has presented to this committee would leave that money
alone and this bill looks much better to them than it
did last night.

Gordon Morris, representing the Montana Association of
Counties, stated that he would like to concur in Mr.
Hanson's remarks.
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Chip Erdman, representing the Montana School Board Associ-
ation, stated in his testimony last night that they had
some concerns with this bill and they do not feel that

it is appropriate at this time. He noted that this would
repeal House Bill 870 and Senate Bill 142 and does some
mischief to 175. He contended that there are some signi-
ficant changes and the ramifications of this bill are not
known. He testified further that their main objection
to this bill was mainly the prorata provision that would
allow a decrease in the funds for local government. He
explained that the way it is set up now, the fees that
local government receive are the equal amount of the
motor vehicle ad valorem taxes they would have received
and that was the major source of their funding and when
the fee system was introduced, it was the understanding
that local governments could continue to rely on that.

He advised that this takes out that relationship to what
the motor vehicle fees would have been and leaves it up
to individual legislative appropriations.

There were no further opponents.

QUESTIONS ON HOUSE BILL 3: Representative Ellison declared
that the people affected by this were warned when they

went to the fee system from ad valorem, when they tied
their horses to the o0il severance tax that they were
running the risk that when o0il production went down or

if the price of 0il went down that their money would be
gone and now the same people are coming in here now say-
ing that we (the legislature) guaranteed them all this
money and they were warned repeatedly. He asked if they
recall this.

Mr. Hansen responded that it was his recollection that

the proposal to tie the fee system to the oil severance

tax did not come from the League of Cities and Towns and
he did not know if it came from the counties, but he thought
that that proposal came from the administration. He
explained that the first year that it was done, the trans-
fer was made from the oil tax through the general fund

as an appropriation back to the cities and the second time,
the block grant program was set up and it was recognized
that if there was a shortfall in the amount of oil taxes,
then the loss to each county would be reimbursed and this
was in the law and did not say "may", but said "shall".

He contended that the method of doing that will be before
the legislature now and it will be before the legislature
again. He emphasized that they really have to do some-

thing about the motor vehicle reimbursement program.
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Representative Keenan noted that on-~ page 2 of the hand-
out that it noted that House Bill 3 would continue the
application of the PCE inflator adjustment on a calendar
year basis, but, as she understood this, he was going

to a straight-fee-system basis and that would be the
Sands amendment.

Representative Marks replied that that was correct and
that the magnitute of impact on the vehicle would be

the same as if the inflator had stayed in for this bi-
ennium so those figures are just restated in the law.

He advised that if the legislature, in a subsedquent ses-
sion, wanted to revise that, then they could do that with
a change in the law. He noted that on page 6 of the
handout shows the fiscal impact of House Bill 3 if you
eliminate the encumberance of the $2 million.

Representative Keenan asked if they were talking about a
$7.4 million tax reduction.

Representative Marks responded that he thought it would
be around $6 million - Mr. Hunter indicated in the fis-
cal note that $4.5 million (whatever it was in the bill)
would be sufficient to fund the block grant program. He
advised that you have to put the amount of shortfall

of $2 million and that would be about $6.5 million, but
Mr. Hunter thought that $4.5 million might be a little
high by about $.5 million, so he feels that it might

be about $6 million.

David Hunter, from the Office of Budget and Program Plan-
ning, replied that the $7.4 million figure is the correct
figure in terms of impact and on the second page of the
fiscal note, it shows $28,400 ending fund balance compared
to the $21,000. He explained that basically what Repre-
sentative Marks' bill does in its current form is that
the bill repeals the vehicle fees that would be used for
the district court and that costs the state government
$5.28 million in revenue that they would not receive

and his bill appropriates $4.4 million of general fund
appropriations, which also reduces the general fund ap-
propriation, so there is a cost of about $9.6 million
total. He continued that because the block grant was
given all taxing jurisdictions, which includes the 45
mills for the foundation program and the 6 mills for
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the university system, they get some of that money back
as general fund revenue, which makes the net impact
$7.4 million. He continued that if you took Represen-
tative Sand's amendment, which would disburse the gen-
eral services block grant to $2 million and added an
additional $2 million general fund appropriation, you
would have a net cost to the general fund of $9.4 mil-
lion.

Representative Keenan said that as she calculates this
out, as they left the regular session, there was an end-
ing fund balance somewhere around $30 million.

Representative Marks clarified that this includes $12
million of GAAP money.

Representative Keenan asked if this is to be reverted
back to the foundation program an® Representative Marks
responded that it would take an action to do this - it
would revert to the general fund in fiscal year 1987 un-
less the legislature does something otherwise and he
predicts that they will in the 1987 session - it will
probably go to the foundation program.

Representative Keenan asked if they take the $9 million
figure - general appropriations - take the $12 million
out of that as they have had some intent for that - then
you are down to about $21 million and if you take an-
other $9 million from that, you are way down below

the $10 million mark as an ending fund balance, and
looking at the drought situation with the forest fire in
Missoula ($86,000.) and the danger of additional forest
fires, how does he propose to take care of some of the
problems that might come up with $9 million left as a
surplus.

Representative Marks replied that there is nobody more
concerned about the drought than he is right now, but
he feels that there is a misunderstanding about the
GAAP money as all during the session, when they were
working to come up with a balanced budget, they talked
about having a $15 million ending fund balance at the
end of 1987 and this was there target and they were not
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talking about any GAAP money. He continued that they
discovered the GAAP money and were able to get their
hands on $27 million, if they wanted it; and of that
money $15 million was put into the foundation program
and the general fund lessened its obligation by the

same amount. He explained that the same thing is hap-
pening here and he maintains that there will still be
approximately $20 million ending fund balance, if they
fund House Bill 3 with general fund moneys. He said
that part of that GAAP money is still part of the bal-
ance and will be unless the legislature does otherwise
and he predicted that they would do otherwise - he
thought they would take it and appropriate it proba-

bly to the foundation program. He continued that it
would then mean that there would be $12 million less

of general fund money that would have been taken had the
GAAP money not been there. He concluded that he feels
that they are still over the $15 million that they thought
they had; and, for all purposes, it is general fund
money and it will have a general fund impact.

Mr. Hunter responded that he thought Representative
Marks is correct but with one important exception.

He explained that the governor's office recommended

a $16 million ending fund balance in their original
budget and they continue to maintain that that is an
adequate general fund balance. He said that the criti-
cal thing that was done with the GAAP money is that
this legislature took one~time revenue and a one-time
transfer of $15 million and used it for the foundation
program and they built a base of expenditures that are
going to require funding in the next session. He in-
formed the committee that his understanding is that
the $12 million that was left there was to help the
1987 session fund that on-going base of expenditures

- if they spend that money now, then you make your
task more difficult in the 1987 session, because

you have used all of the $27 million of GAAP money in
expenditures and you do not have that money and you

do have a 4 and 4 foundation program, which was over
the governor's recommendation, which is an ongoing
base of expenditures that has : to be funded in the
next session.
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Representative Iverson asked if the fact is that they will
end up with a balance of around $18 million and Mr. Hunter
replied that that was correct.

Representative Raney indicated that they did not raise any
new source of revenue to fund school districts this time -
they used the GAAP money and they realized that two years
fron now, they would probably be in the same bind and

they decided that they should save half the GAAP money

and use it two years from now, and if they don't do that
and continue to appropriate it, they will have a $12
million shortfall in the next session.

Representative Marks replied that you can't count the
money twice - there would be $18 to $19 million left and
if part of it is GAAP, it does not make any difference
and it will be used to fulfill their obligations. He
indicated that he was concerned about how much money was
left to cover everything, but the question whether it is
GAAP money or dgeneral fund money doesn't make any dif-
ference to him, because it is all the same money.

Representative Iverson stated that this is right, but
they are looking at a tax increase to cover this - either
now or later - and it just seems to make all the sense

in the world to not institute a tax increase and not ex-
tract more money from the public until you need to.

Representative Sands asked if the pro rata provision is
not in and if enough money to fund the program is not
available, what would Mr. Erdman propose should be done.
Mr. Erdman replied that the appropriation should be made
up from the general fund to fully fund the revenue that
would be lost to the counties.

Representative Sands questioned if this bill requires
that, as the bill is now without the Marks amendment.

Mr. Erdman responded that the way he sees the bill with
the pro rata amendment is just the money that is raised
from the severance tax without any additional appropria-
tion from the general fund and that would be distributed
pro rata.
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Representative Sands asked if he sees the bill creating an
obligation to provide funds from the general fund if

there is not enough from the vehicle fees to fund the
block grant program, without the amendment.

Mr. Erdman answered that he believes that that is the
status of the law right now and he believes that this
bill would change that.

Representative Marks clarified that he thought there was
a real serious question as to what the law is right now
and that some people feel differently about that; and,
in the event of a short fall there could be a number of
options - the people who were short could sue the state,
if they chose to; the legislature could supply a supple-
mental; or they could pro rate it. He thought that they
should make a definition and pro rate it as they are
building in an obligation for future legislatures if they
don't. He concluded that he thought it would be fair;
0il money is not very predictable; vehicle money is pre-
dictable; and they could count on it.

Mr. Hunter advised that he thought that Representative
Marks is correct - if a vehicle fee account is short on
June 30, of next year, then they will have to make a
decision to either pro rate that money out to the tax-
ing jurisdictions or we will have to make a decision to
come in for a supplemental in the 1987 session. He ex-
plained that if the law is left as it is, they think
they will be $1.5 million short and if the intent is to
fully fund it, that will mean there will be a $1.5 mil-
lion supplemental that the 1987 session will have to
consider and he thought that certainly the likelihood
of a suit to treat that program as if there is a legal
obligation to provide that money is there.

There were no further questions.

Representative Marks said that he thought the pro rata
clause is very important and he thought that in fairness
to the taxpayers, it is important to pass this bill in-
stead of the others.

The hearing on this bill was closed.
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DISPOSITION OF HOUSE BILL 2: Representative Williams
asked that no action be taken on this bill at this time,
as the same bill is in the Senate and is in the process
and, if it passes the Senate and comes to the House,
they will be able to take some action on that later.

Chairman Devlin stated that, with no objection, they would
pass action on this bill for this meeting.

DISPOSITION ON HOUSE BILL 3: Representative Gilbert
moved that this bill DO PASS.

Representative Sands handed out copies of proposed amend-
ments. See Exhibit 6. He explained that this amend-
ment does (1) on page 3, takes away that part of the bill,
which takes the $2 million that was scheduled to go to
local govermments on the lst of July and reverts it to

the general fund, so that $2 million would go to local
government as scheduled; (2) takes out the inflator
provision in the bill and replaces it with a flat fee,

but the fee set for 1986 and 1987 are exactly the fees
projected to be raised by the inflator for those years.
and the current fiscal impact would be none - subsequent
legislators would have to decide whether they are to raise
that fee or not. He commented that he thought this was
addressing an issue of significant tax policy - whether
they build into the tax code an automatic inflator or
whether they provide that any increases in these taxes
should have to be addressed by the legislature. (3)

This also appropriates $1.5 million.

Representative Harrington said that he thought they were
going right back to where they were before and they did
not know what the consequences down the road is going

to be and he thought it was irresponsible.

Representative Asay stated that he did not think that an
automatic inflator clause should be built into taxes and
it is something that the legislature should stand up to
and vote for or against as they wish.

Representative Keenan asked Representative Marks if he
would be agreeable to changing his amendment to raise the
$82 to $95 and the $47 to $55 to pick up the $2 million
that is coming out of the general fund.
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Representative Marks responded that he was not in favor
or raising the fees any more than were under the law as
if they had not met in 1985. He advised that he felt
that there should be a 1985 column in there also and

that would indicate what would happen the last six months
of the year.

There was further discussion and Representative Sands
moved the adoption of amendments 1 and 3. The motion
carriend unanimously. This motion also included a
column for 1985.

There was some discussion as to whether there would be
a fiscal impact using this schedule of fees, and Rep-
resentative Switzer pointed out that this shows the
need to put the fees down in black and white so every-
one knows what the fees will be.

Representative Sands moved the adoption of amendment
2. A roll call vote was taken and the motion carried
with a vote of 12 ayes and 8 nos. See Roll Call Vote.

Representative Harp moved the adoption of the amendment
proposed by Representative Mercer, which transfers the

administration from the Supreme Court to the Department
of Commerce. The motion carried unanimously. See Ex-

hibit 7.

Representative Harrington moved that this bill be TABLED.
A tied vote of 10 to 10 was recorded. See Roll Call Vote.

Representative Gilbert moved that the bill DO PASS AS
AMENDED. The recorded vote showed a tie of 10 ayes and
10 noes. See Roll Call Vote.

Chairman Devlin announced that the bill will go to the
floor of the House WITHOUT RECOMMENDATION.

ADJOURNMENT: There being no further business, the meet-
ing adjourned at 12:10 p.m.

GERRY DEVZAIN, Chairman

Alice Omang, S;;Letary




ROLL CALL - HOUSE
TAXATION COMMITTEE

June 27, 1985

NAME PRESENT ABSENT EXCUSED

DEVLIN. GERRY, Chairman

N

WILLIAMS, MEL, Vice-Chairman

ABRAMS, HUGH o

ASAY, TOM
COHEN, BEN L
ELLISON, ORVAL .

GILBERT, BOB

HANSON, MARIAN

HARP, JOHN

HARRINGTON, DAN o

IVERSON, DENNIS

KEENAN, NANCY

KOEHNKE, FRANCIS

PATTERSON, JOHN

RANEY, BOB

REAM, BOB
SANDS, JACK S
SCHYE, TED y

SWITZER, DEAN

ZABROCKI, CARL P




STANDING COMMITTEE REPORT

...............................

We, your committee on........... TAXNTION

having had under CONSIeration ..............c........ce. BORIBE ..ot e Bill No. 3

SEpo D reading copy ( ﬂ.)

Respectfully ref)ort as follows That.cvceeeeccvcnnereeenn BOUEBER ..o crererrtcicer s sensssnesssnssssssssssenens Bill No....... 3

as follows:
3. Tiele, lineg 7 ard 2,
Zrpita: TBRAVINTYS PAR THET CARRYOTRS QP PUNNG TY MgP

LOTAT, SOVERUMENT ATOCK GRANT ACCHIITT

Traeyes CCYUANGING THE LTOWT UEHICLE LICTNSTNG PERS AY
PLTMINATING THE INPLATOR BROTISION AN IRTTING PORTH YT euw
STHPDYUTE AP FRES TUR AMOTETE IV WA HAVE ATEN CTARIED GRIER
SUCH IFLATOR”

P~ lnwings *ACCOUSY)*

Tasarts “TRANSPEREING 7H® ADMITISTLATTIN OF STATY PRDTNG
FOR DISTRICY QOURTS TROX THE IUPREME COURT TN THAY NEPANTMENT o7
COMMERCE; APPROPRIAT IV T3 THE NEPRRTMENT IF COMMERCT PIINTYS
BPOR THE STATE PINOING OF NIKPTRICT COURPH: NENLRTING THE PONTITHC
PROM THE SUDPRRME OOGRT RIMGRT; "

3, Tivim, jine 12

DO PASS

STATE PUB. CO. Chairman.
Helena, Mont,

COrM\AAAITTEE CELDETADY



Pollowing
serikes *T-4-309"
Inasre: “61-3-333"
Pollowing: "NMCA*

3 "SECTIONS”

Ingert: °, AMD SROCTIONS ! THROUGK S, 16, 15, AND 1§ OF CBAPTER
€80, TANS OF 1985~

4. Page 1, line 16, ,through line 17 of paga 2,
Strike: Section 1 in it antiraty

Irsert: *Saction 1.
resd s
*$1-3-5133,

Section 61-3-533, MCA, i2r amendad 2o
Schadulo of feas for antrmobiles and light

tracke. {i} Except as provided in subsection 433 (2}, the
following gschedule, hazed on vahicle age and esighs, {5 ased to
Aetarminae the foa imposad Bv 61-3-512, with July 1 as the
sf%ortive data for 1985 and January 1 as the offastive data for

1906 and 1487

PN

Yahiclas Age

Lecr than orv

¥night #
3,250 pounds Mors than
or lsan 2,950 powndsn
19495 1986 1947 1985 19%¢ 1987

aqual to 4 vears $80 $82 $£30 286 gie2 S10€ $9%¢ 11
¥ore than 4 wearse

and leos zhan
8 vearn

8 rveave old and
aear

i — g :

45 47 48 49 37 33 s @
11 12 12 17 18 1 12

$3r~-ta)-Pho-San-fpwap-tight-vahinis-in-drsorpiand-Rye

44%--maitiplving--shav-appropriste—-dniiar--apauns-—gran
ehn--pahla~w-bo --auhgeetion-~{}) - honcro--wppbg-cnf-sia-PER-£axn
the-ancond-quartnar-af-rhe-veagr-—~ariap-tay-the~vear-afojbananing~aa
the-PEE~Enr-tha-aasond-guartec-af-3883 9 - ~and

i -rounding-~tha--pradyet- - shgs-—ashtaittod--ta-<2ha-sanrenn
whnla-dellar--amoendr

W)~ 2PCR 2-mesns~the-innitese-peias-cdeitabor--for--perssast
asagsumption-—expanditures - -es--subliished-quacsteriv-in-the-Surves
o -Quivest-Bustnees -V - thoa--bursan-of-acononte~aealvain-sf-she

Inétod-States-

Spa R -t~ SRS Ean

43 (2) The light vehicle lirensa fae for disabled veterans

qualifvirs under

5. Pagas 4, line 131,

Pallmeing: line 10

Ingnvre: “Castion 3.

ameadoad rr voad:
[action 1,

axpanaas, {1) X

STATE PUB. CO.
Helena, Mont.

the srovisions nf 10-2-361 through 10-2-384 is

Sacrinn 1, Chaptar $85, Taws oFf 1685, ie

Braca aesguptinn  af  carsaln g{ztrict cocoyrs
T€active Julvy 1, 1985, the =tate shall, o



the extant that =cner (= appropristed, “und the following
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for the rost of witnesn and furor faes on a fall or prorated
hagis in scrordance with [saction 27. The comnty shall
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his Jedicial dietrict sther than the county {(n which he residan,
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~¢ *ha taztimsny 2rd pracesdings of the trial ar Nearisg »nrs
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which the proceading arcse; and

(b} when thers as Hean an arrasst by agants of the
dapartmant af figh, wildlifa, and narke ar agents of the
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....................................................................................................
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Sectiom 9, Se~zicn 15, Chapter §88, Tawe of 1885, {9 amendsd
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*Saction 18, SNoctinn 46-15~104, MOA, 1e amended to rend:
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oaid to mach br Yhe county, Uonn receipt and verification of the
statgmant, *tha adminiserasar depariment shall promptily raimburss
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“46~19-725. DNiencairion of monary ~cllactad ag fine=w and
~aetg, The aancar oolleoctad hy 5 comret 22 2 reeult 2f the
fspositicrn 1% inae ar apsagrment af comts undar thAs provisionn
nf 46-18-731 ard 46-~18-232 ghall % wpaid +n +the ~ogasy
anaral fynd 7 the nomnty i which the ~oure {2 held, sxoapt
ks B Rolld

£13 17 =he oottt asanscsad inslnde anr Alatricd sonrt
pynener Jietad {n  fangoticg 1Y, €he monev collacted from
xramnamgant S5 Sheas coste wysd o paid tn the suawens.sapnse

administwaene Jenarrment of sommarcs far donogit {ata tha statae
qareral fand v5 €He avesant *ha exnaAnsas wars naid b cha stata;
a2l

{2y if the “ins was imnoeed far a wisalavinn of Title £5,
=hapter 9, tha ecpurt =azv arder the aconev paid {ato the drug
srrfatture fund maintained andsr 44-13-206 *ar ke law
cpfaroament aqgency whi~h made the arragt from whiskh the
moyictian and Pine sroea %

Snctinn 11, Anpropriatiss traasfor, The genarsl fund
anpranristion to the Susrame Court for state funding of carsain
Distrist Conry ~naragtione cantained in jtom XNo, 4 of the
Tadiriary hndger a2 soviaised {n Touse BLLY 580, T, 19995, in
trangfarved tn tha Danavimeant nf Commarsa, In ascordanens wieh
sk tramefar, ehs goaaadiry agthorise »F *he Sgnrame Court s

STATE PUB. CO. Chairman.
Helena, Mont,



reduced 83,170,63)

oneratione ¥
Benuabdar: subsagquent

&. Page 5, line &,
Pollowing: “and*
Strike: “4°
Insers: “13°

7. Page 5, linea 8§,
Pollowing: "and*®
ferikXe: *4°
Inwert: "14"

5. Page S, lins 10,
Fallowing:e *IibY*
feriXe: “Section”
Ingare: “Sectinmz”
Pallaywing: #1317
Ingars: “through 13"

9. Pag= &, lins 13,

striveo: 54,470 274"
Yasory: *%$%,834,801"

PCA/YRY 882 (Baiman)

ASD AS AMERUDED
¥O RECOMMENDATION

STATE PUB. CO.
Helena, Mont.

far fia~al woar 1986 and $3,152, 32 BRSO 3
vasy 1947, and there (s apntwyriatad to the ﬁepartaent of

Conmercs {rom the ganaral
2nd $3,152,87% in fiqﬂa‘ vaar 197 for sertaia Diatriet Court

saectinne

fund $3,170,633 fov fiscal wear 1926

Chairman.
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ROLL CALL VOTE

HOUSE TAXATION COMMITTEE

Date:

e :
i/

AYE

NO

ABSTAI

NAME

DEVLIN, GERRY, CHRM.

WILLIAMS, MEL, V-CHRM.

ABRAMS, HUGH

ASAY, TOM

COHEN, BEN

ELLISON, ORVAL

GILBERT, BOB

HANSON, MARIAN

HARP, JOHN

HARRINGTON, DAN

IVERSON, DENNIS

KEENAN, NANCY

KOEHNKE, FRANCIS

PATTERSON, JOHN

RANEY, BOB

REAM, BOB

SANDS, JACK

SCHYE, TED

SWITZER, DEAN

ZABROCKI, CARL




ROLL CALL VOTE

. Pl
Bill No. “5§£»=£ HOUSE TAXATION COMMITTEE
Date:
A
NAME AYE _ _ NO ABSTAIN

DEVLIN, GERRY, CHRM. i
WILLIAMS, MEL, V-CHRM. -

ABRAMS, HUGH o
ASAY 7 TOM e

COHEN, BEN —

ELLISON, ORVAL

GILBERT, BOB
- HANSON, MARIAN -

HARRINGTON, DAN o

IVERSON, DENNIS .
KEENAN, NANCY '

KOELNKE, FRANCIS —

PATTERSON, JOHN o

RANEY, BOB "

REAM, BOB

SANDS, JACK o
SCHYE, TED N

SWITZER, DEAN

ZABROCKI, CARL -

Motion: 7 S



Bill No. l/é&’g

ROLL CALL VOTE
HOUSE TAXATION COMMITTEE

Date: -....

“AYE

NO

ABSTAIN

NAME

DEVLIN, GERRY, CHRM.

[ 9%

WILLIAMS, MEL, V-CHRM.

ABRAMS, HUGH

ASAY, TOM

COHEN, BEN

ELLISON, ORVAL

GILBERT, BOB

HANSON, MARIAN

HARP, JOHN

HARRINGTON, DAN

IVERSON, DENNIS

KEENAN, NANCY

KOEHNKE, FRANCIS

w

PATTERSON, JOHN

XANEY, BOB

EAM, BOB

SANDS, JACK

SCHYE, TED

SWITZER, DEAN

ZABROCKI, CARL

Motion:
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Helena, Montana 59601 l

ASSOCIATION OF (406) 442-5209

June 27, 1985 -

COUNTIES 5

Dear Legislators: : :

In response to Representative Marks' letter of June 235,
1985 1 feel the following points need to ba made. He has raised i
several issues relative to his proposal to fund District Courts i
and Motor Vehicle State Reimbursement from the General Fund
and by stopping distribution of the Gerneral Services Block
Brant monies. I would like to comment on these issues:

Po——

1. Representative Marks has indicated that the legisli-
ature should consider repealing SB 142 as passed by the 49th

Legislature. I wish to point out that 8B 142 is linked to ‘
SB 25, the District Court Funding bill and if 8B 142 were to

be repealed it would negate or repeal SB 25. Before any action g
on SB 142 is taken relative to its possible repeal this issue q

would have to be explored and SB 25 in all likelihood amended
80 as to not be tied directly to the passage of SB 142. ’
2. The proposed repeal of HB 870 must be weighed in light :
of projected revenue. It should be noted that HB 870 provides .
revenue to the BGereral Purpose portion of the local government %
block grant program, and for all intents and purposes under 4
provigsions set forth in HB 500, there will be no General Services“
Block Grant in the coming biennium due to the cap that was .
placed on it. 1

3. Representative Marks further proposes amending Section
7~-6-309(4) of the Montana Code Annctated to stop distribution
June 30 of approximately $2 million into the Block Grant
Rccocount. It should be noted that the $2 wmillion is an allcocation
to the GCeneral Services portion of the Block Grant and as such

has been anticipated by municipalities and counties throughout d
the state based upon correspondence from the Community Develop-

ment Division of the Department of Commerce in June of 1984. T
In that correspondence it was pointed out that "in the coming i

fiscal period, FY 85, there will only be orne General Services
payment, June 30, 1985. There has been some confusion the .
past few months concerning in which fiscal year this revenue
should be accounted. Recent discussions with the Mortana Rssoci-—
ation of Counties and the League of Cities and Towns has resulted
in agreement that the June 30, 19835 payment should be counted

as revenue for FY 85." In this correspondence, local governments i
were advised to anticipate approximately $1.987 million of
non~tax revenue.

MACo



Legislators
June 27, 1985
Page 2

This action was necessitated by virtue of the need to anticipate
the revenue in the actual fiscal year in which it would be
received, June 30, 1985, i.e. FY 85,

As a consequence, the proposal to amend Section 7-6-309(4),
MCA, to stop distribution of the approximate %2 million of
FY 1985 surplus would have the resulting effect of leaving
local jJurisdictions with a $2 million shortfall in their FY
‘85 budget that would have to be made up by increased levies
in FY'86.

In making these points I would hope that the legislature
would act expeditiously on SR 142 arnd restore the inflation
factor as identified as our best sclution. It may be acceptable
to repeal HB 870; however, I think I would speak in opposition
to any effort to repeal SB 142 because of its link to SB 25,
and further, would have to protest any diversion of the $2
million "supposed" surplus in the block grant account. These
are riew issues unrelated to the error in SB 142, perhaps beyond
the limited scope of this special session. '

Sincerely,

/(Mu%_.

GORDON MORRIS
Executive Director

GM/mrp
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Cash Balances Taken from Cascade County Treasurer's Records (All Funds)

Pred T - 07&/\&

IC Elem. 1
APRIL, 1984 37,367,013, 82 35,393,421, 86
AAY, 1984 6,716, 734.253 4,664,105.06
JUNE, 1984 6,958, 951.53 5,083, 748.37
JULY, 1984 1,682, 930.29 4,766, 328. 81
AUGUST, 1984 4,362, 423.78 4,561, 308. 63
SEPTEMBER. 1984 ' 6,881,865.34 4,765, 743. 93
~——OCTOBER, 1984 5,871, 300. 36 2,923, 244, 82
NOVEXBER, 1984 5,149, 412.78 2, 870, 782. 48
DECEMBER, 1984 6,159, 030. 50 4,518, 696. 93
4 Additional information as 4/1/85:
JANUARY 1985 G518, 777.87 ) @
 FEBRUARY 1985 7,213,857.91 4,361,670.08
ﬁ :
T B (¥ 8,184 777,57
lﬁ‘"iug,o Delagd_ ~ y 74 6’3'73___
Dabud \FTEE 37165
goﬂ\ 19495 W
~
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'2 ngat Falls Tribune “n.ma.y,m.nhm,lm Thé Tﬂlé/ ﬁ,m,«,

_ PAUL G. PISTORIA

o hope the cifizens of Gucf Fclis have NOT forgoﬂen ihencﬁhcmn | have made of
the Great Falls School Administration on the Hill for the past several years, under the
rulo of superintendent Harold Wenaas and some of the School Board Members.

“FINALLY, it all came out in the open in 1984 whon Mr. Wonuos roﬁred it proves
that | was nghi and no one has challenged me since.

- Our new school wponn'endont found out that we were Ieﬂ wﬂh a $5,400 000
- short fall in taxes and n cuused us Io pay a 31 % increase m School Taxes.

You romember in Mcrch 1984 when I suggosied to Mr Wonaas, Mr lanb cnd
the School Board Msmbers that they use the $900,000 from the reserve fund to build
“the new CMR HIGH SCHOOL SHOP instead of us VOTING for a 1 mill levy each year
for 3 years. In fact, the shop could have been built by now without any increase in
taxes. They ridiculed me that it was NOT possible with only $4,500,000 in the Re-

- serve Fund and later fhey udmmed to me they had $6,000 000 in the Roserve Fund.

'NOW HEAR THIS . . . since then | found out and, have it in my possession, that i m.

?Apnl 1984 they hod a TOTAI. of $12,960,435.68 in the Reserve Fund. Of this amount,
: -$7,367,013.82 was reserved for secondary education and $5,593,421.86 for Emn-
tary education. We were never told fhe 'I'RUTH und that I was ulways wrong. "

“ If they had taken the $5,400,000 short fall from the Reserve it would huve Ioﬂ
$7 560,435 68 in ihe Reserve Fund, which is more than enough.

“We would NOT have had to pay ihe 31% mcrease in our taxes in 1984. Thui
n;omybolongﬂoihohxpcyen o ST
Sz 2 THIS IS NOT THE !ND OF THIS ISSIIE BY ME! e

. \We must completely get RID of the CLICK (POLITICS) in our school system cnd not
n by certain outside individuals as in the pas', ospodally as in 1984, SR RE

Ceraedad s vl el

N'bw,onru.my April 2, l985woh¢voihooppoﬂunﬂyfocompl¢hlydoiho|ob

| would APPRECIATE YOUR SUPPORT FOR DARI.ENE MEDDOCK on 'I'ucsday Apnl 2,
1985.

I.oi's NOT M it happcn again on ﬂm Apnl 2, 1985 THANK YOU

Pr -

e i“ o] ) ..“Avv z & P :
i Pol Ad. PmMy Paul Pcsforla : , = . "Paul G. Pistoria*

2421 Ceniral Ave  Great Falls, Monf 59401 - Sfafe Representaﬂve
R .*T”?"’S A ”w-.fﬂfv_.:’-"? : TR R

.......... LR N % | LI 4

ﬁm‘ '\Fl" : l"

Smcerely youtS, o

.‘b"_-—-I,'vtv(q-\"%vﬁr‘,"'-o '
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STATE CAPITOL
HELENA. MONTANA 59620
406/449-2986

JUDY RIPPINGALE
LEGISLATIVE FISCAL ANALYST

June 28, 1985

TO: Representative Bob Marks
House Republican Leader

FROM: Curt Nichols
Deputy Fiscal Analyst

SUBJECT: Comparison of House Bill 2 and House Bill 3

Table 1 below compares the fees that would be effective under House
Bill 2 and 3. The table also lists the currently effective fees and those

that would be in effect July 1, 1985 without special session action.

Table 1
Vehicle Fee Rate Comparisons

- - - = Under 2850 Lbs - ~ - - - - - - Over 2850 Lbs - - - -
0-4 Yrs 5-7 Yrs Over 8 Yrs 0-4 Yrs 5-7 Yrs Over 8 Yrs

Currently effective

thru 6/30/85 $80.00 $46.00 $11.00 $102.00 $57.00 $17.00
1985 Regular Session
7/1/85 - 6/30/87 83.00 48.00 14.00 104,50 59.00 19.50
HB 2
7/1/85 - 12/31/85 93.00 54.00 15.00 116.50 66.00 21.50
1/1/86 - 12/31/86 95.00 55.00 16.00 120.50 68.00 22.50
1/1/87 - 6/30/87 99.00 57.00 16.00 125.50 70.00 22,50
HB 3
7/1/85 - 12/31/85 80.00 46.00 11.00 102.00 57.00 17.00
1/1/86 - 12/31/86 82.00 47.00 12.00 106.00 59.00 18.00
1/1/87 - 6/30/87 86.00 49.00 12.00 111.00 61.00 18.00
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TESTIMONY IN SUPPORT OF
REP. BOB MARKS'S PROPOSAL
SPECIAL SESSION
JUNE 27, 1985

We applaud Rep. Marks for his plan to address local government
funding problems without raising motor vehicle fees.

As we were compelled continually to say during the regular
session, Montana does not need any tax increased. Even though we
are talking about an increase that was planned, if you "fix" the
motor vehicle fees, we believe you should take advantage of this
opportunity not to increase a tax.

More evidence has mounted since the 90th day that Montana should
not raise taxes. The Bureau of Business and Economic Research at
the University of Montana has reported that economic recovery is
slower than expected in Montana. That is certainly what we hear
from small business owners on Main Street throughout the state.
Those of you who are small business owners are not alone if you
have not been taking in much money this spring. The problems of
agriculture will make the slowness of economic recovery even
worse. ‘

Also since you were last here, the Alexander Grant study of
Manufacturing Climates in the 48 continguous states has been
released. This study, by a major accounting firm, is one of the
most respected tools for comparing economic <climates among
states. Montana's rank of 34, down from 20 for 1983, 1is not
outstanding. Particular attention should be paid to the taxation
factor. Montana ranks 44th in state and local taxes per $1000 of
personal income, This is not a one-time aberration; Montana has
consistently ranked 44th, 45th or 46th in this important factor
throughout this decade.

You have met to consider raising one small tax and you have the
opportunity not to do so. We respectfully urge you to take that
opportunity.



The difference in fees for Hc.se Bills 2 and 3 are entirely due to the
repeal of Senate Bill 142 and House Bill 870 of the 49th Legislature regular
sessior:. The Legislative Council informs me that both House Bill 2 and
House Rill 3 would continue the application of the PCE inflator adjustment
on a calendar year basis. Senate Bill 142 had stricken the inflator
effective July 1, 1985. Table 2 shows the fee difference between House

Bill 2 and House Bill 3 during the 1987 biennium.

Table 2
Fee Rate Differences House Bill 2 versus House Bill 3

- - - Fee Class - - - Amount HB 2 greater than HB 3 fees
7/1/85 to 1/1/86 to 1/1/87 to
Weight Age 12/31/85 12/31/86 6/30/87
under 2850 0-4 $13.00 $13.00 $13.00
5-7 8.00 8.00 8.00
over 8 4.00 4.00 4.00
over 2850 0-4 14.50 14.50 14.50
5-17 9.00 9.00 9.00
over 8 4.50 4.50 4.50

PRORATION CLAUSE

House Bill 3 includes a proration clause applying to the general pur-
pose block grant. The general purpose block grant provides replacement
funds for revenues lost upon implementation of the vehicle fee system,
This proration clause means that any shortfall in funds to make the pay-
ments calculated under 61-3-536, MCA for the general purpose block grant
will be met with a pro-rata reduction in the grants. We assume without
this clause a supplemental appropriation would be requested of the
1987 legislature for such shortfall. We estimate the shortfall at $2,186,000
in the 1987 biennium. The fiscal note on House Bill 3 indicates the

shortfall would be $1,512,000.



ROLL FORWARD

House Bill 3 includes a provision to 'roll forward' the balance in the
block grant from fiscal 1985 to the 1987 biennium. This 'roll forward'
takes funds that would have been distributed to cities and counties as
general services block grants on June 30, 1985 and applies them toward
the general purpose block grant in the 1987 biennium. The effect of this
varies based upon how a shortfall in general purpose block grant is to be
handled. If you assume, as I have, a shortfall in the general purpose
block grant will be met with a supplemental appropriation the 'roll forward'
reduces the supplemental appropriation. If you assume a shortfall in the
general purpose block grant will be met with a pro-rata reduction of
grants the 'roll forward' shares with all local taxing jurisdictions, the

funds that would have been received only by cities and counties.

IMPACT ON GOVERNMENTAL UNITS

Table 3 compares the fiscal impact of House Bills 2 and 3 on the dif-
ferent governmental units. The allocation of impacts are based upon the
percentages used in the fiscal notes prepared by the Office of Budget and
Program Planning.

The effect of reinstatement of the vehicle fee is shown as an increase
of $8,519,000. This is lower than the $9.5 million loss shown earlier as
$8,519,000 reflects fee adjustment based on calendar years beginning
January 1. The $9.5 million was based upon adjustments based on fiscal

years beginning July 1.



Table 3
Fiscal Impacts of House Bill 2 and House Bill 3

HB 870 Repeal Reinstate
Roll SB 142 & Replacement PCE
Forward Repeal w/ Gen. Fund Proration Inflator Total
House Bill 2
1
State Direct , $ -0- $ -0~
State Indirect 1,915,923 1,915,923
Cities 660,222 660,222
Counties 1,829,881 1,829,881
School Districts 3,615,464 3,615,464
Other 497,510 497,510
Total $8,519,000 $8,519,000

House Bill 3

1
State Direct , $2,007,921 $(5,285,954) $(4,421,149)  $178,079  § -0~  §(7,521,103)

State Indirect -0- -0- -0- (40,050) 1,915,923 1,875,873
Cities (1,104,357) -0- -0- (13,801) 660,222  (457,936)
Counties (903,564) -0- -0- (38,251) 1,829,881 888,066
School Districts  -0- -0- -0- (75,577) 3,615,464 3,539,887
Other -0- -0- -0- (10,400) 497,510 487,110
Total $ _ -0-  5(5,285,954) $(4,421,149) § _ -0- $8,519,000 N/A

1
Appropriation increase or general fund revenue decrease
‘Through foundation program and university levy

Table 3 indicates the net general fund cost of House Bill 3 would be
$5,645,230. The 'roll forward' is shown as benefiting the state as the un-
derlying assumption was that in absence of special session, any shortfall in
the general purpose block grant would be made up through a supplemental
appropriation. If that assumption were changed to one of proration of any
shortfall, this effect would be modified as shown in Table 4. This indi-

cates the net general fund cost would be $7,339,599.



Table 4
Fiscal Impacts of House Bill 2 and House Bill 3
Assuming Proration is Current Policy

HB 870 Repeal Reinstate
Roll SB 142 & Replacement PCE
Forward Repeal w/ Gen. Fund Inflator Total
House Bill 2
1
State Direct $ -0- $ -0-
State Indirect 1,915,923 1,915,923
Cities 660,222 660,222
Counties 1,829,881 1,829,881
School Districts 3,615,464 3,615,464
Other 497,510 497,510
Total $8,519,000 $8,519,000
House Bill 3
1
State Direct $ -0- $(5,285,954) $(4,421,149) $ -0- §(9,707,103)
State Indirect” 451,581 -0~ -0~ 1,915,923 2,367,504
Cities (948,743) -0- -0~ 660,222 (288,521)
Counties (472,263) -0~ -0- 1,829,881 1,357,618
School Districts 852,162 -0- -0- 3,615,464 4,467,626
Other 117,263 -0- -0~ 497,510 614,773
Total § -0- $(5,285,954) $(4,421,149) $8,519,000 N/A

1
Appropriation increase or general fund revenue decrease
Through foundation program and university levy

Table 5 compares House Bill 2 and House Bill 3 if the 'roll forward'
provisions were dropped from House Bill 3. With the proration clause
retained, this means that while cities and counties receive the June 30,
1985 distribtuion of $2,007,921, all taxing jurisdiction would share in the

shortfall in the 1987 biennium.



Table 5
Fiscal Impacts of House Bill 2 and House Bill 3
with Elimination of 'Roll Forward' from House Bill 3

HB 870 Repeal Reinstate
SB 142 & Replacement PCE
Repeal w/ Gen. Fund Proration Inflator Total
House Bill 2
1

State Direct 9 S -0- $ -0-
State Indirect 1,915,923 1,915,923
Cities 660,222 660,222
Counties 1,829,881 1,829,881
School Districts 3,615,464 3,615,464
Other 497,510 497,510

Total $8,519,000 $8,519,000
House Bill 3

1

State Direct 9 $(5,285,954) $(4,421,149) $2,186,000 § -0- $(7,521,103)
State Indirect -0- -0- (491,632) 1,915,923 1,424,291
Cities -0- -0- (169,415) 660,222 490,807
Counties -0~ -0~ (469,553) 1,829,881 1,360,328
School Districts -0- -0- (927,738) 3,615,464 2,687,726
Other -0- -0- (127,662) 497,510 369,848

Total $(5,285,954) $(4,421,149) $ -0- $8,519,000 N/A

1
Appropriation increase or general fund revenue decrease
Through foundation program and university levy

cnl:bm 6-27-5
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 3 - Introduced Copy
Requested by Rep. Sands

Amend House Bill No. 3.

1. Title, lines 7 and 8.

Strike: "PROVIDING FOR THE CARRYOVER OF FUNDS IN THE

LOCAL
GOVERNMENT BLOCK GRANT ACCOUNT"

Insert: "CHANGING THE LIGHT VEHICLE LICENSING FEES BY
ELIMINATING THE INFLATOR PROVISION AND SETTING FORTH
IN THE SCHEDULE OF FEES THE AMOUNTS THAT WOULD HAVE
BEEN CHARGED UNDER SUCH INFLATOR"

2. Title, line 12,
Following: "SECTIONS"
Strike: "7-6-309"
Insert: "61-3-533"

3. Page 1, line 16, through line 17 of page 2.

Strike: Setion 1 in its entirety

Insert: "Section 1. Section 61-3-533, MCA, is amended to
read:

"61-3-533., Schedule of fees for automobiles and
light trucks. (1) Except as provided in subsection
43% (2), the following schedule, based on vehicle age
and weight, is used to determine the fee imposed by
61-3-532, with Januarv 1 as effective date for the year
indicated:

Vehicle Age Weight
2,850 pounds More than
or less 2,850 pounds
1986 1987 1986 1987

Less than or
equal to 4 years $82 &30 $86 $106 898 $111
More than 4 years

-3
O
wn
(e

and less than 8 years 47 48 59 50 61
8 years old and
over 12 6 12 18 15 18

{2}--4ar-The-fee-for-a-tight-vehiele-is-determined
bye

4i}--multeipiving--the--appropriate--dottar--amount
frem--the--tapie---in--subseection~-+i}--by-~-the--ratie
ef-the-PCE-for-the-second-guarter-of-the-yvear--prior-to
the-vear-of-licensing-to-the-PECE-for-the-second-quarcer
0f-198ts-—and

4ii)-rounding--the--proeduct--cthugs--obtained--to--the
nearest-whote-dotiar--ameunes

4b)--LPCEl-maana-the-impltictb-price--defiator-~-£for
persenat--consumption--expenditures--as--published
quarseriy-in-the-Survey-of-Curvent-Business-by-the
burean-eof-ceonomic-anatysis-of-the-United-Stares
deparement-of-commerees

43+ (2) The light vehicle license fee for disabled
veterans qualifying under the provisions of 10-2-301
through 10-2-304 is $5."

<
(2



4, Page 4, line 13.
Strike: "$4,420,874"
Insert: "$5,934,801"

5. Page 4, lines 15 through 18,
Following: "61-3-536."
Strike: "For" on line 15 through "sources." on line 18

PC3/HB3.001,pg2 (Heiman)



Exﬁzél" 7
HE 2

5/7%\5

Kep. NMe re er
PROPOSED AMENDMENTS TO HOUSE BILL NO. 3

1. Title, line 11.

Following: "ACCOUNT;"

Insert: "TRANSFERRING THE ADMINISTRATION OF STATE FUNDING
FOR DISTRICT COURTS FROM THE SUPREME COURT TO THE
DEPARTMENT OF COMMERCE; APPROPRIATING TO THE DEPARTMENT
OF COMMERCE FUNDING FOR THE STATE FUNDING OF DISTRICT
COURTS; DELETING THE FUNDING FROM THE SUPREME COURT
BUDGET; "

2, Title, line 12.

Following: "MCA"

Insert: ",SECTIONS 1 THROUGH 5, 10, 15, AND 16 OF CHAPTER
680, LAWS OF 1985"

3. Page 4, line 11,

Following: line 10

Insert: "Section 3. Section 1, Chapter 680, Laws of 1985, is
amended to read:

"Section 1, State assumption of certain district
court expenses. (1) Effective Julv 1, 1985, the state
shall, to the extent that money 1is appropriated,
fund the following district court expenses in criminal
cases onlvy:

(a) salaries of court reporters;

(b) transcripts of proceedings;

(c) witness fees and necessary expenses;

(d) juror fees;

(e) indigent defense; and

(£) psychiatric examinations.

(2) The supreme-court-administeracors-under-she

divection-of-che--supreme--coure-and department of
commerce,in consultation with the district judges for
each judicial district, shall include within the
supreme--eourels department's biennial budget request
to the 1legislature a request for funding the expenses
listed in subsection (1).

(3) If money appropriated for the expenses listed in
subsection (1) is insufficient to fully fund those
expenses, the countv is responsible for payment of the
balance. If no money is appropriated, the countv is
responsible for payment of all expenses."

Section 4. Section 2, Chapter 680, Laws of 1985, is
amended to read:

"Section 2. Fiscal administration for payment of
court expenses. The supreme-court-adminiatrasor
department of commerce shall:

(1) establish procedures for disbursement of
funds for payment of district court expenses listed in
[section 1], including prorating of those funds if
they are insufficient to cover all expenses listed in
[section 11;




(2) in--econsuleation--with-che-deparement-of
eommeree; develop a uniform accounting system for use by
the counties in reporting court expenses at a
detailed level for budgeting and auditing purposes; and

(3) provide for annual auditing of district
court expenses to assure normal operations and
consistency in reporting of expenditures."

Section 5. Section 3, Chapter 680, Laws of 1985, is
amended to read:

"Section 3, Reimbursement for juror and witness
fees. According to procedures established by the
supreme--coure--admintserator department of commerce
under [section 2(1)], each clerk of district court
shall submit to the supreme--ecoure--adminiseratesr
department a detailed statement containing a list of
witnesses and jurors for criminal cases only and the
amount of per diem and mileage paid to each by the
countv. Upon receipt and verification of the statement,
the adminiserater department shall promptly reimburse
the designated countv for the cost of witness and juror
fees on a full or prorated basis in accordance with
[section 2]. The county shall deposit the amount
reimbursed in its general fund unless the county has a
district court fund. If the county has a district court
fund, the amount reimbursed must be deposited in such
fund."

Section 6. Section 4, Chapter 680, Laws of 1985, is
amended to read:

"Section 4. Section 3-5-602, MCA, is amended to read:

"3-5-602., Salary and expenses =-- apportionment. (1)
Each reporter 1is entitled to receive a base annual
salary of not less than $16,000 or more than $23,000
and no other compensation except as provided in
3-5-604. The salary shall be set by the judge for whom
the reporter works. The salary is payable in monthly
installments out of the general funds of the counties
comprising the district for which the reporter is
appointed and out of an appropriation made to the
supreme-eouret department of commerce as provided in
subsection (2).

(2) The supreme-coure-adminiserater department of
commerce shall determine the total number of civil and
criminal actions commenced in the preceding year in
the district court or courts in the judicial
district for which a reporter is appointed. The state
shall pay its portion of the reporter's salary
based on the proportion of the total number of
criminal actions commenced in the district court or
courts in the district and the amount appropriated for
that purpose. Each countv shall pay its portion of the
remainder of the salary based on its proportion of the
total number of civil and criminal actions commenced in




the district courts in the district. The ijudge or ijudges
ef the district shall, on January 1 of each vear or as
soon thereafter as possible, apportion the amount of

the salarv to be paid by each county in his or their
district on the basis prescribed in this subsection.

The portion of the salary pavable by a county is a
district court expense within the meaning of 7-6-2351,
7-6-2352, and 7-6-2511.

(3) In judicial districts comprising more than one
countv, the reporter 1is allowed, in addition to the
salary and fees provided for in subsection (1), his
actual and necessarv travel expenses, as defined and
provided in 2-18-501 through 2-18-~503, when he goes
on official business *to a county of his judicial
district other than the county in which he resides, from
the time he 1leaves his place of residence until he
returns thereto. The expenses shall be apportioned and
payable in the same way as the salary.""

Section 7. Section 5, Chapter 680, Laws of 1985, is
amended to read:

"Section 5. Section 3-5-604, MCA, is amended to read:

"3-5-604. Transcript of proceedings. (1) Each
reporter must furnish, upon request, with all
reasonable diligence, to a party or his attorney in a
case in which he has attended the trial or hearing a
transcript from his. stenographic notes of the
testimonv and proceedings of the trial or hearing ora
part thereof, upon payment bv the person requiring the
same of $2 per page for the original transcript, 50
cents per page for the first copy, 25 cents per page
for each additional copy.

(2) If the countv attorney, attorney general,
or judge requires a transcript in a criminal case, the
reporter is entitled to his fees therefor, but he must
furnish it. Upon furnishing it, he shall receive a
certificate for the sum to which he is entitled. The
reporter shall submit the certificate to the supreme
eoure-—admintatraser-~whe department of commerce which,
in accordance with [section 2], 1s responsible for the
prompt pavment of all or a portion of the amount due
the reporter. If the supreme-court-adminiseratcer
department, in accordance with [section 2], pays none or
only a portion of the amount due, the county shall
pav the balance upon receipt of a statement from the
reporter,

(3) If the Jjudge requires a copy in a civil
case to assist him in rendering a decision, the
reporter must furnish the same without charge therefor.
In civil cases, all transcripts required by the
county shall be furnished, and only the reporter's
actual costs of preparation may be paid by the county.

(4) If it appears to the judge that a defendant
in a criminal case is wunable to pay for a transcript, it




shall be furnished to him and paid for by the state
in the manner provided in subsection (2) to the extent
funds are available. The county shall pay the remainder
as required in [section 1}.,""

Section 8. Section 10, Chapter 680, Laws of 1985, is
amended to read:

"Section 10. Section 46-8-201, MCA, is amended to
read:

"46-8-201. Remuneration of appointed counsel. (1)
Whenever in a criminal proceeding an attorney represents
or defends any person by order of the court on the ground
that the person is financially unable to employ
counsel, the attorney shall be paid for his
services such sum as a district court or justice of the
state supreme court certifies to be a reasonable
compensation therefor and shall be reimbursed for
reasonable costs incurred in the criminal proceeding.

(2) The expense of implementing subsection (1) 1is
chargeable as provided in [section 1] to the county
in which the proceeding arose, the effiece-of-supreme
ceure-admintstraser department of commerce, or both,
except that:

(a) in proceedings solely involving the violation of
a citv ordinance or state statute prosecuted in a
municipal or city court, the expense is chargeable
to the city or town im which the proceeding arose; and

(b) when there has been an arrest by agents of the
department of fish, wildlife, and parks or agents of the
department of justice, the expense must be borne by
the state agency causing the arrest.""

Section 9. Section 15, Chapter 680, Laws of 1985, is
amended to read:

"Section 15. Section 46-15-104, MCA, is amended to
read:

"46-15~104. Expenses of witness. (1) When a person
attends before a magistrate, grand Jjury, or court
as a witness in a criminal case upon a subpoena or in
pursuance of an undertaking, the judge, at his
discretion, bv a written order may direct the clerk of
the court to draw his warrant upon the county
treasurer in favor of such witness for a
reasonable sum, to be specified in the order, for the
necessary expenses of the witness,

(2) According to procedures established by
the supreme---eourt--adminiseraeeor department of
commerce under [section 2(1)], the clerk of district
court shall submit to the supreme-ecoure-administraker
department a detailed statement containing a 1list of
witnesses and the amount of expenses paid to each by the
county. Upon receipt and verification of the statement,
the adminisemater department shall promptly reimburse
the designated county for all or a portion of the cost




of witness expenses. The county shall deposit the amount

reimbursed in its general fund unless the county has a
district court fund. If the county has a district court
fund, the amount reimbursed must be deposited in such
fund.""

Section 10. Section 16, Chapter 680, Laws of 1985, is
amended to read: .

"Section 16. Section 46-18-235, MCA, is amended to
read:

"46-18~235, Disposition of money collected as fines
and costs. The money collected by a court as a result
of the imposition of fines or assessment of costs under

the provisions of 46-18-231 and 46-18-232 shall be paid

to the county general fund of the county in which the
court is held, except that:
(1) if the costs assessed include anv district

court expense listed in [section 1], the money collected

from assessment of these costs must be paid to the
supreme-court-adminisetrater department of commerce for
deposit into the state general fund to the extent the
expenses were paid bv the state; and

(2) if the fine was imposed for a violation of Title
45, chapter 9, the court may order the money paid into

the drug forfeiture fund maintained under 44-12-206 for
the law enforcement agency which made the arrest from
which the conviction and fine arose.""

Section 11, Appropriation transfer. The general fund
appropriation to the Supreme Court for state funding of
certain District Court operations contained in item No.
of the Judiciary budget as contained in House Bill 500,
L. 1985, is transferred to the Department of Commerce.
In accordance with such transfer, the spending authority
of the Supreme Court is reduced $3,170,633 for fiscal
vear 1986 and $3,152,873 in fiscal year 1987, and there
is appropriated to the Department of Commerce from the
general fund $3,170,633 for fiscal vear 1986 and

$3,152,873 in fiscal year 1987 for certain District Court

operations,"
Renumber: subsequent sections

4, Page 5, line 6.
Following: "and"
Strike: "4"
Insert: "13"

5. Page 5, line 8.
Following: "and"
Strike: "4"
Insert: "13"

6. Page 5, line 10.
Following: "(b)"



Strike: "Section"
Insért: "Sections"
Following: "3"
Insert: "through 12"

PC3/HB3.002 (Heiman)
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Butte Community Union Statement to CEP Private Industry Council, June 20, 1985 %

Background
In enacting legislation to cut able-bodied Montanans under age 50 from general ‘.?ﬁ
assistance, the legislature offered a small consolation., Joint Resolution 54 ‘

indicates legislative intent that those being cut from G.A. should receive
assistance under the Jobs Training Partaership Act (JTPA).

To date, these programs have not served people receitng general assistance very
well, Last year, only 6% of JTPA prcgram enrollees were G.A. recipients.

The Buttsz Community Union asked the State Labor Department and the CEP Private %?
Industry Counecil in April to consider a proposal to target these programs to

meet the employment and traiming needs of the state's neediest citizens, primarily
those to be cut off GsA. The CEP PIC responded by appointing a committee to

study the issue, and BCU was invited to participate in that study.

Now that committee has come up with some recommendations to the PIC, BCU does
support the committee's recommendations, even though we feel they don't go far enough,
The recommendations represent a step in the right direction. One recommendation %a
would raise the goal for G.A. recipients as & percentage of the total population
served from 2% to €0%, (The G.A. category has begn redefined to include ex-G.A.
recipients and all those with incomes less than 40% of the poverty level.) This
change would make the very poor a top priority, yet leave a substantial number
of positions open to those with somewhat higher incomes.

The second change recommended by the committee is equallvy important., It would
increase from 20% to almost 50% the proportion of funds to be used for services,
needs-based payments, and work experience., This is critical to the very poor,
since it would allow them tc receive encugh measy to live on while they are
enrolled in work experience training and job search activities.

The committee did not recommend any reduction in the amount of money spent on
staff rather than directly on program enrollees, 3BCU has noted that almost half
of the money in -adult training programs in both CEP and the Balance of State (BOS)
are spent on staff. In the absence of any recommendation to re-direct these funds
into direct payments to enrollees, BCU proposes an evaluation of the effectiveness
of Job Service staff in finding jobs for the very low income. And we urge that
Job Service staff funded under both JTFA and “Wagner-Peyser be directed to focus
job placement efforts on the very low income.

Many BCU memhers are in Helena today, attending the court hearing on a lawsuit
seeking to stop the G.A. cuts., Whether or not that action is successful, we
believe changes such as those proposed by the committee are necessary. BCU thanks
this council for listening to our concerns,

d

7 et Ly/&/:*{’

Butte Community Union
PO Box 724
Butte MT 59703

782-0670




B MINUTES OF THE MEETING
TAXATION COMMITTEE
HOUSE OF REPRESENTATIVES
SPECIAL SESSION I

June 28, 1985

The third meeting of the House Taxation Committee was
called to order in room 317 of the state capitol at
4:20 p.m. by Chairman Gerry Devlin.

ROLL CALL: All members were present as were Dave Boh-
yer, Researcher for the Legislative Council, and Alice
Omang, secretary.

CONSIDERATION OF SENATE BILL l: Senator Hager, Senate
District 48 - Billings Heights, stated that, as of last
night, this bill was identical to House Bill 2; and it
was heard in last night's session. He explained that
this bill reinserts the inflation computation into the
motor vehicle fee system and provides that the inflation
factor does ncot apply to the district court fee. He con-
tinued that section 2 of the bill clarifies language that
was adopted during the regular session; and sections 3
through 10 were amended into the bill during the Senate
Taxation Committee meeting. He advised that these sec-
tions change all references to the Supreme Court to the
Department of Commerce; and this is for the purpose of
administering these district court fees. He concluded
that section 11 is the funding; section 12 merely speci-
fies that the bill is effective July 1, 1985 and terminates
July 1, 1987; and a retroactive clause is included in the
event this bill is not signed by the governor before the
first of July.

Chairman Devlin announced that anyone who testified on
this bill at last night's session could indicate that
their testimony be recorded in the official minutes for
this date.

PROPONENTS: Alec Hansen, representing the Montana League
of Cities and Towns, testified previously that this is a
simple and quick solution that goes directly after the
problem that is in Senate Bill 142; it will reinstate the
inflationary adjustment and provide that it applies only
to the base fees. He continued that passage of this bill




Taxation Committee
June 28, 1985
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would rectify the $9.4 million mistake without disturbing
local government programs or requiring a general fund
appropriation. Repealing the inflationary adjustment,

he contended, was never heard before a committee nor was
it debated by those who are most affected. He declared
that the intent of the legislature was obvious; there is
no logical or legitimate reason that these bills should
not stand and the solution has been recommended by the
Revenue Oversight Committee, reviewed by everyone and

it will do the job.

Don Peoples, Chief Executive of Butte-Silver-Bow and al-

SO representing the Montana Urban Coalition, stated that

it was critical that this problem be addressed and the
necessary steps taken to correct this error. He advised
that they are beginnning to see the effects of the loss

of federal revenue; how difficult the budget process has
been; and there is a real crisis in local governments in
the state of Montana. He asked the committee to act quick-
ly as the Revenue Oversight Committee has presented a
simple solution to this problem.

Gordon Morris, representing the Montana Association of
Counties, testified that they support this bill as amend-
ed. See Exhibit 1.

Gloria Paladichuk, President of the Montana Association
of County Treasurers, requested that her testimony of the
previous night be reflected in these minutes. She had
advised that the county treasurers are now in the process
of determing non-tax revenue, which includes the flat
fees; and if this error is not rectified, it will mean

an increase in taxes on all Montana real estate and per-
sonal property. She advised that some of the treasurers
have been polled regarding the July lst date and they do
not believe that there will be a problem if they have to
go back and try to raise the additional revenue if some
people have come in and paid their taxes before the pas-
sage of this bill.

She further testified that she had heard the fact that
this does not affect taxes and she wanted to remind the
legislators that they had a class action lawsuit in 1982,
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because local government did not anticipate the motor
vehicle flat fee as other non-tax revenue and the 1983
legislature passed a law that required them to refigure
all the mill levies so they are just asking to be enti-
tled to the non-tax revenue of the motor vehicle flat
fees.

Representative Williams, House District 85, Laurel,

rose in support of this bill, saying that this is a dup-
licate of House Bill 2 and he urged the committee's con-
currence in this bill.

There were no further proponents.

OPPONENTS: Representative Marks, House District 75,
stated that he opposed this bill because they (the legis-
lators) had an opportunity to pass a better bill. He
offered some proposed amendments - (1) if there were a
shortfall, the funds would be distributed on a pro rata
basis to the local governments; and (2) rather than having
an escalator, change this to showing the fee itself so
that the next legislature can come in and determine if
they want to change that.

There were no further opponents.

QUESTIONS ON SENATE BILL 1l: Chairman Devlin asked how

are the county officials going to go back, under the retro-
active clause, and pick up the extra amount due if a

person has previously bought his license plate.

Senator Hager responded that they have the records of
whom has bought their licenses and they will just send
out a letter notifying them that they owe an additional
$10.00 or whatever.

Chairman Devlin asked if they thought there might be a
better way to address this; to which Senator Hager re-
plied that he had not had any treasurers ask him about
it and they are responsible for collecting it.

Chairman Devlin questioned if there would not be quite
a few who are going to fall through the cracks.
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Ms. Paladichuk replied that it is going to be difficult, be-
cause you are going to give them a registration with a

due date and then you are asking them to come in to pay
more. She indicated that they would attempt to go back

and require them to pay an additional fee and she did not
know what they could do, if they refused to.

Chairman Devlin asked what are these people at the county
level going to do if this is the case.

Senator Hager responded that the only reason the retro-
active clause was in there was in case they did not get
their business done in one day.

Representative Williams clarified that if the original
bill had gone through like it was suppose to have been,
it would have gone into effect on July 1, and the same
thing could have happened if these people did come in

and apply for their license before that time, there would
be the same problem and he did not see where it makes

any difference. He concluded that it did not sound like
it was a very significant problem.

There were no further questions.

Senator Hager closed and the hearing on this bill was
closed.

EXECUTIVE SESSION:

DISPOSITION OF SENATE BILL 1: Representative Asay moved
to amend the bill on page 3, line 2 by inserting a new
section that in the case of a shortfall, the funds would
be distributed on a pro rata basis to the counties.

Representative Cohen said that if there were a_shortfall in-
stead of the state meeting its obligations to our com-
munities and our school districts and if we are just

going to give them less money, he is opposed to this.

Representative Asay responded that this would not neces-
sarily be made up from the general fund - it would be
up to the legislature - it could be supplemental or

it could be handled in this manner as well.
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Representative Keenan asked if they intended to pro rata
block grants or pro rata district court expenses.

Representative Asay answered that the block grant is what
is intended. Representative Keenan noted that there is
already a cap on the block grant.

Representative Asay clarified that they are saying that
if there is a shortfall, this should be pro rated.

Representative Williams indicated that the appropriation
is already capped and if there is a shortfall, he sees
nothing wrong with them coming in and asking the legisla-
ture for more.

Representative Sands explained that he thought it was real
important to have that pro rata language in - even though
there is a cap there, nothing is said about what will
happen if there is a shortfall. He continued that Mr.
Erdman implied that if it did not meet the £full funding
levels projected, that they would sue the state of Mon-
tana to get it. He distributed to the committee a copy

of the proposed amendments, which were for House Bill 2,
but this bill is virtually the same bill. See Exhibit 2.

Representative Asay stated that the government is not
entitled to 100% of their needs at all times and they

need to realize some of the difficulties that are being
faced and he did not feel that they would help the econom-
ic situation one bit, if they just fund all the money
every department asks for.

Representative Williams commented that in going from

the ad valorem tax to the fee system, the legislature
felt that they were obligated to fund local government
near the level at which the ad valorem tax was provid-
ing funds. He thought they still have the obligation
even though the severance tax has gone down and if there
is a shortfall, they should have the right to come to
the legislature and ask for additional funding. For
this reason, he concluded, he opposed the amendment.



Taxation Committee
June 28, 1985
Page Six

Representative Sands asked Representative Williams if he
would prefer that the local governments come to the legis-
lature and ask for additional funds if there is a short-
fall or whether they go to court and sue the state of
Montana.

Representative Williams acknowledged that they have the
right to go to court anytime they want to, but he hoped
that they would come to the legislature first.

Representative Sands explained that that is what this
amendment does - it says that they do not have a right
of action in court if there is a shortfall - it is

pro rata reduced, unless they come to the legislature
and make an appeal to provide more money.

Representative Keenan moved that Senate Bill 1 DO PASS.

A vote was taken on the adoption of the amendment and it
failed with a 10 to 10 vote. See Roll Call Vote.

Representative Sands distributed a proposed amendment,
which had been prepared for House Bill 2, but is basically
the same idea for Senate Bill 1. See Exhibit 2. He
explained that it was his intention to put the vehicle
fees right in the statute; to eliminate the price infla-
tor formula; and for this year and next year, to put the
same fees in the statute that would have been there if
the price inflator formula were used. He advised that,
after that time, if there were going to be any increase
in fees, that they will not come automatically, but will
come only through an act of the legislature. He said
that this addresses an important matter of tax policy,
i.e., should they have increases occur automatically or
whether tax increases should only be done by an act of
the legislature. He commented that this would make

the vehicle fees consistent with the income tax.

Representative Raney said that this same amendment lost
in the Senate by a vote of 19 to 28 and he felt it was
futility to pass this over to the Senate and stick around
for three or four more hours.
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Chairman Devlin stated that he thought the place for this
is in the legislature; these escalator clauses have been
in effect for some time and it will have to be done now
or some time down the road; and he would hope that it
would start now.

Representative Williams commented that he agreed that

the legislature should make that decision, but this special
session was not called to make that decision - it was
called to put the escalator back in.

A roll call vote was taken on the adoption of the amend-
ment and it failed on a 10 to 10 vote. See Roll Call
Vote.

Representative Iverson declared that, since they have
not been able to pass anything that is reasonable, they
should kill this bill. He indicated that he represents
a bunch of people who have had to borrow money to pay
their taxes, have to borrow money to buy their license
plates, and are borrowing to eat. He stated that this
is entirely inappropriate, particularly when they have
money in the general fund to go back to these people
for this. He exclaimed that it was unconscionable to
do what they are considering doing and he asked every-
one to vote against this bill.

Representative Williams stated that he thought it was
their responsibility to do exactly what they are doing
and Senate Bill 1 does exactly what they intended to
do in the regular session; and he urged everybody to
support this bill.

A vote was taken on the DO PASS motion. There were 11
voting aye and 9 voting no. See Roll Call Vote.

ADJOURNMENT: There being no further business, the meet-
ing was adjourned at 4:55 p.m.

Chairman

Alice Omang, Secgetary
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STANDING COMMITTEE REPORT

............ June 28 o ....1985 .
MR . e e BB e sevueeereserneesennnasarsnnesssasiane
We, your committee on......ccccceeeenneen ?AXATIQ? ..............................................................................................................
having had under consideration MTK ................................................. Bill No. 1 ...........
—_wnipd  reading copy (_Blus
color
SBEATE 1
Respectfully report as FOHOWS: That........cciieiiiiiiciiicietieninninnieerriesseseerssresesneresssseesssenaesassessansarensesses Bill No..*%..............
BE CONCURRED IN
LEEXRFX
;
In
STATE PUB. CO. REP. GERRY DEVLYY Chairman.

Helena, Mont,
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. L ROLL CALL VOTE
Bill No. A HOUSE TAXATION COMMITTEE
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NAME NO ABSTAIN
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DEVLIN, GERRY, CHRM. v
WILLIAMS, MEL, V-CHRM. )
ABRAMS, HUGH s

/
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COEEN, BEN
ELLISON, ORVAL
GILBERT, BOB
HANSON, MARIAN
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PROPOSED AMENDMENTS
House Bill No. 2 Introduced (White) Copy

1. Title, line 8.
Following: "1985"
Insert: ", AND SECTION 61-3-536, MCA"

2. Page 2.

Following: line 22

Insert: "Section 2. Section 61-3-536, MCA, is amended to
read:

"61-3-536. State aid for local government. (1)
Each county treasurer shall compute:

(a) the total amount received during the period
from January 1, 1981, to December 31, 1981, for
property taxes on automobiles and trucks having a
rated capacity of three-quarters of a ton or less,
denoted CT;

(b) the total amount that would have been
received during the same period if the license fee
system had been in effect, denoted CF; and

(c) the number of light vehicles registered in
the county on December 31, 1981, denoted NC.

(2) The three quantities, CT, CF, and NC,
shall be certified to the department of revenue by
February 1, 1982.° The department shall compute for
each county a quantity called county revenue loss,
denoted CRL, and ‘county loss per vehicle, denoted
CLV, and defined as follows:

(a) CRL = larger of:

(i) 0; or

(ii1) CT - CF;

(b) CLV = CRL/NC.

(3) In order to be eligible for reimbursement
payment, a light vehicle must be such that it would
have been subject to ad valorem tax if it had been
registered prior to January 1, 1982.

(4) Prior to February 1 of year denoted Y, the
county treasurer shall determine and certify to the
department the number of eligible 1light vehicles
registered in the county on December 31 of the prior
year, denoted NC(Y). Prior to March 1 of year Y, the
department of revenue shall transmit to the depart-
ment of commerce the amount of CLV x NC(Y) for each
county.

(5) On March 1 of year Y, the department of
commerce shall transmit to each county treasurer a
warrant in the amount of CLV x NC(Y) or its pro rata
share of such amount if funds in the local government
block grant account are 1insufficient to make full
payment to each county.




(6) Upon receipt of the payment provided for in

- subsection (5), the county treasurer shall credit the

payment to a motor vehicle suspense fund and, at some

time between March 15 and March 30, shall distribute

to the taxing jurisdictions as provided in 61-3-509."
Renumber: subsequent sections

(Bohyer) /hb3/R0OC85
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PROPOSED AMENDMENTS
- House Bill No. 2 Introduced (White) Copy

1. Title.

Following: ""AN ACT" on line 4
Strike: "REINSERTING"

Insert: "ELIMINATING"

2, Title, line 5.
Following: "COMPUTATION"
Strike: "INTO"

Insert: "FROM"

3. Title, lines 6 and 7.

Following: "SYSTEM;" on line 6

Strike: the remainder of line 6 through "FEE;" on line 7
Insert: "REVISING THE LIGHT VEHICLE LICENSE FEE;"

4., Page 1, line 16.
Strike: "(3)"
Insert: "(2)"

5. Page 1, line 17.
Following: "following"
Strike: "schedule"
Insert: "schedules"
Following: "weight,"
Strike: "is"

Insert: "are"

6. Page 1.

Following: 1line 18

Insert: "(a) for the period beginning July 1, 1985, and
ending December 31, 1985:"

7. Page 1, line 25.
Strike: "$70"
Insert: "$82"
Strike: "$90"
Insert: "3106"

8. Page 2, line 4.
Strike: "40"
Insert: "47"
Strike: "50"
Insert: "59"

9. Page 2, line 6.
Strike: "10"
Insert: "12"
Strike: "15"
Insert: "18"

JLZ»;/L -
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10. Page 2.
Following: 1line 6
Insert: " (b) beginning January 1, 1986:

Vehicle Age Weight
2,850 More Than
Pounds District 2,850 District
or less Court Fee Pounds Court Fee

Less than or
equal to 4
years $86 $7 $111 $7

More than 4
years and
less than

8 years 49 5 61 5
8 years old
and over 12 2.50 18 2.50"

11. Page 2.
Strike: 1lines 7 through 18 in their entirety
Renumber: subsequent subsection

12. Page 3.

Following: "1987." on line 9
Strike: the remainder of line 9 through line 11

(Bohyer) /hb3/ROC85



MINUTES OF THE MEETING
SENATE TAXATION COMMITTEE
MONTANA STATE SENATE

June 28, 1985

The first meeting of the Senate Taxation Committee for the special
session was called to order by Chairman Tom Towe, on Friday, June
28, 1985, at 11:00 a.m. in Room 325, Capitol.

The members of the Committee are: Senator Tom Towe, Chairman,
Senator Joe Mazurek, Vice-Chairman, Senator Bob Brown, Senator
Dorothy Eck, Senator Pat Goodover, Senator Tom Hager, Senator

Mike Halligan, Senator Les Hirsch, Senator Ray Lybeck, Senator
George McCallum, Senator Ted Neuman, and Senator Elmer Severson.
The Legislative Council Staff person is Jim Lear and the Secretary
is Glenda Pennington. All the members were present at the hearing.

Senator Towe said that the informal hearing held on June 27, ]985,

had been extensive, and he did not feel that all of the testimony

had to be heard again. Senator Severson made a motion that the
testimony taken during the meeting held June 27, 1985, be incorporated
into this meeting and reported in these minutes as if fully set

forth herein. Question was called and the motion was passed unani-
mously. (See Exhibit A)

CONSIDERATION OF SENATE BILL 1l: Senator Hager said that he had
explained the bill fully at the June 27th meeting, and that he would
not take up the committee's time by going over it again.

PROPONENTS: None. (See Exhibit A)

OPPONENTS: None. (See Exhibit A)

COMMITTEE QUESTIONS: None. (See Exhibit A)

Senator Mazurek passed out an amendment to Senate Bill 1, and ex-
plained that it seems lengthy because it changes existing law.

He said that very simply what it does is transfer the handling of
the district courts' block grants from the Supreme Court to the
Department of Commerce, which has a program already set up. Senator
Mazurek made a motion that his amendment be adopted.

Senator McCallum asked why it should go to the Department of Commerce.
Senator Mazurek explained that in 1979 the legislature established

a district court grant in aid of emergencies. The program was
established by the Department of Commerce. In 1983, it was trans-
ferred from the Department of Administration to the Department of
Commerce, and they have a program in place already to accept this.
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Senator Towe said that Senate Bill 25 was one of the products of
an interim study committee which addressed the unification of the
courts. He said they worked closely with the Administrator of the
Supreme Court and they thought the Supreme Court was in tune with
what they were doing at that time. He said they wanted them to
administer it because they are the only ones that had the authority
to make sure that the district courts did not exceed their budgets.
At the time, however, they had a different Chief Justice. Chief
Justice Turnage does not want that responsibility. Senator Towe
said that he was in favor of the amendment and would reluctantly
recommend its adoption.

Senator Goodover asked if this was within the scope of the call.
Senator Towe said that they had asked that question of the staff
researcher, and he said that this was a proper issue. He said that
the rules say the scope of the call should be liberally construed.
Senator Towe does not feel that this should be forwarded to the rules
committee unless we are specifically asked to do so. He said if
there is a dispute, the final authority would rest with the Supreme
Court and they would probably say this is within the scope of the
call.

Senator Halligan said that if a dispute arose over these revenues
that the Supreme Court could be disqualified from hearing it because
of a conflict of interest. Senator Mazurek said that that is why
the amendment is proposed.

Senator Brown asked if Senator Mazurek drafted the amendment.
Senator Mazurek replied that Greg Petesch had drafted them at his
request, but he had checked them very carefully. Senator Brown
replied that after the last error, they had to be sure the amendment
was correct. Senator Mazurek said that he was satisfied with the
amendment. He said it simply strikes the Supreme Court and inserts
the Department of Commerce.

Senator Towe asked Senator Mazurek if he had checked Section 11
which is the appropriation section. Senator Mazurek replied yes.

He said the figures are out of the Supreme Court's budget. He said
these figures represent the amount allocated for district court fees.

Senator Towe asked Mike Abley (Administrator of the program for the
Supreme Court) if he checked the amounts. Mr. Abley replied that
he had checked the amounts.

Senator Towe asked why the different amounts? Mr. Abley replied
that he didn't know, but it may be changes between then and now.
Mr. Abley replied that he knows how much comes out of their budget,
and those are the figures that are in the amendment. Senator Towe
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read from page 3 of the fiscal note which was entered last night
with House Bill 3, which lists a reduction to general fund revenues
by $5,286,249 over the biennium. Mr. Abley replied that he does not
know where they got that figure. Senator Mazurek said that he felt
the difference comes because they are taking figures out of the ap-
propriation bill, and they are simply transferring the moneys from
the Supreme Court to the Department of Commerce. Senator Towe replied
that there was one million more appropriated than would be generated
by vehicle fees. Tom Crosser from the Office of Budget and Program
Planning, said that he thinks the difference relates to a lag in
payments they make. He said Norm Rostocki did the fiscal notes and
they were checked. He wasn't sure where the difference lies.

Senator Keating said that Mr. Abley should know specifically what
was given to him for this purpose. He said fiscal notes are based
on estimates. He felt it should have been more accurate.

Senator Towe said that he did not think this should be held up for
this matter, so he asked Mr. Crosser to verify figures and make
sure they are accurate in the amendment. He then asked Jim Lear
to research the entire amendment and make sure that it is okay.

Question was called, and with Senator Neuman, Senator McCallum,
and Senator Goodover voting no, the amendment was adopted.

Senator Towe said that in the bill it lists registration of cars.
He said that if you had an o0ld car that had not been registered
last year, and you attempted to have it registered after July 1st,
if this bill were in effect, would you have to pay the extra fees
for the back year? Larry Majerus, Administrator, Motor Vehicle
Division, Department of Justice, said that he had checked with many
counties and that they assured him that they were treating back
taxes as just back taxes and not a new registration, and the new
fees would only apply to the current period. He said this would
not be a major problem.

Senator Towe said that the recorded minutes should reflect that it
was the intent of the Legislature that the payment of back taxes
and fees for years prior to the effective date of the act are not
considered a registration after the effective date of the act as
mentioned in Senate Bill 1. They are simply back taxes and the new
fee will not apply to the back years.

Judy Rippingale, the Legislative Fiscal Analyst, appeared at the
hearing and Senator Towe asked her the same question that he asked
Mr. Crosser regarding the differences between the amounts listed
in the amendment and the amount listed in the fiscal note. Ms.
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Rippingale replied that she had given the figures to Greg Petsch
and that they are right out of House Bill 500. She said that $5.2
to $5.3 million the general fund is subsidizing because the court
fees were not enough.

Senator Brown asked which figure is correct. Senator Mazurek replied
that the amendment figures are correct. Ms. Rippingale said that
these vehicle fees did not raise enough money to cover costs put in.
She said the amounts generated by the fees are approximately $1 mil-
lion short of the expenses assumal by the state.

EXECUTIVE ACTION ON SENATE BILL l: Senator Hager moved that SENATE
BILL 1 do pass as amended. With Senator Goodover voting no, SENATE
BILL 1 DO PASS AS AMENDED.

The meeting was adjourned at 11:27 a.m.

el

SENATOR TOM TOWE, CHAIRMAN

NOTE: It was determined after the meeting adjourned that approxi-
mately $1.1 million in grant-in-aid emergency money previously
allocated to the district courts would not be necessary after the
passage of SB 25 and SB 142 so the amount needed in SB 142 was re-
duced by that amount prior to passage.



EXHIBIT A
SENATE AND HOUSE TAXATION COM.
6-27-85

MINUTES OF SPECIAL MEETING
TAXATION COMMITTEES
MONTANA STATE SENATE
MONTANA STATE HOUSE OF REPRESENTATIVES

An informal, special meeting of the joint Senate and House of
Representatives Taxation Committees was called to order by
Chairman Tom Towe and Chairman Gerry Devlin at 7:00 o'clock
p.m. on Thursday, June 27, 1985, in Room 325, Capitol.

Senator Towe opened the meeting by telling the members of the
Committee that this will be an informal meeting and we will not
act upon the bills. He said that Senator Hager would present
Senate Bill 1 and Representative Williams would present House
Bill 2, since the bills .were identical. He then told the Com-~
mittees how it came about that there were two identical bills.
Following the above presentations, Senator Towe said he would
then call for proponents and opponents, and he asked that anyone
that had any amendments to either of the bills introduce them

at that time.

Representative Devlin reiterated what Senator Towe said and
asked that the proponents and opponents be brief. Representa-
tive Devlin felt that it would be impossible to act on either
bill as the members had just had them put in front of them.

He said Representative Marks would also present House Bill 3
but that that would be separate.

Senator Towe introduced the secretaries for the special session,
who are Glenda Pennington for the Senate Taxation Committee and
Alice Omang for the House Taxation Committee. Next he introduced
the researchers for both committees, who are David Boyer for the
House Taxation Committee and Jim Lear for the Senate Taxation
Committee.

SENATE BILL 1l: Senator Tom Hager, Senate District 48, Billings
Heights, is the sponsor of this bill entitled, "AN ACT REINSERTING
THE INFLATION COMPUTATION INTO THE LIGHT MOTOR VEHICLE FEE SYSTEM;
PROVIDING THAT THE INFLATION COMPUTATION DOES NOT APPLY TO THE
DISTRICT COURT FEE; AMENDING SECTION 2, CHAPTER 685, LAWS OF

1985; AND PROVIDING AN EFFECTIVE DATE AND A TERMINATION DATE."
Senate Bill 1 and House Bill 2 were drawn up by the Revenue Over-
sight Committee early in June. Senator Hager said this is a very
simple bill and the explanation is very brief. He said this bill
rectifies the situation created by the passage of Senate Bill 142
during the regular session. As stated in the title, the bill
reinserts the inflation computation into the light motor vehicle
fee system and provides that the inflation factor does not apply
to district court fees. Section 1 of the bill accomplishes this
on page 2, line 7 through 18. Section 2 of the bill clarifies

the language adopted during the regular session in House Bill 870.
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By changing the terminology of additional light vehicle license

fee and additional fee to read block grant fee, the disposition

of the additional fee imposed by House Bill 870 will be clarified.
Section 3 of the bill merely specifies that the bill is effective
July 1lst, 1985 and terminates July 1lst, 1987. ©Now the retroactivity
clause is included due to the possibility that the bill may not

be passed and approved prior to July lst, 1985, which is the
effective date of Senate Bill 142. Now this means that if for

some reason the Governor should not sign this bill until say

July 3rd or July 4th, that persons buying licenses for their

cars on the lst or 2nd of July would then have to pay the additional
fee that is in this retroactivity clause.

HOUSE BILL 2: Representative Mel Williams, House District 85, is
the sponsor of this bill entitled, "AN ACT REINSERTING THE INFLATION
COMPUTATION INTO THE LIGHT MOTOR VEHICLE FEE SYSTEM; PROVIDING
THAT THE INFLATION COMPUTATION DOES NOT APPLY TO THE DISTRICT
COURT FEE; AMENDING SECTION 2, CHAPTER 685, LAWS OF 1985; AND
PROVIDING AN EFFECTIVE DATE AND A TERMINATION DATE." Representa-
tive Williams said that he concurs with the explanation of Senator
Hager since the bills are identical. He concurs with the pro-
posed legislation to correct the oversight made by all the parties
involved during the regular session in the passage of Senate Bill
142. As you know and have been reminded that the Revenue Over-
sight Committee recommended we hold a one-day special session

to correct our oversight. And then the cover letter that we
mailed out to every legislator, we mailed a proposed solution

to the problem, which is the bill almost identical to Senator
Hager's bill and my bill with a couple slight amendments.
Representative Williams feels that this is the best approach

to fulfilling the legislature's obligation to financing the

block grant program and our district court system. He urged
passage of this solution to the problem.

PROPONENTS: Alex Hansen, representing Montana League of Cities
and Towns. Mr. Hansen said that this proposal is a simple and
guick solution that goes directly after the problem in Senate
Bill 142. He said that this special session was convened to
solve that problem. Mr. Hansen said this bill will reinstate
the inflationary adjustment and provide that it applies only

to the base fees. He said it would rectify the $9.4 million
dollar mistake without disturbing other local government programs
or requiring a general fund appropriation. Mr. Hansen said that
repeal of the inflationary adjustment was a mistake. He said
this was never heard before a committee nor was it debated by
those affected. Mr. Hansen said the intent of the legislature
was obvious, and there is no logical or legitimate reason that
these bills should not stand. He said this solution has been
recommended by the Revenue Oversight Committee and reviewed by
everyone, and it will do the job.
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Don Waldron, Superintendent of Schools at Hellgate Elementary
in Missoula, and he is here representing the Legislative Com-
mittee of the School Administrators of Montana. He said that
vehicle. license fees are not a favorite subject of school
administrators because in his district when they changed to
flat fees, he lost about 10% of his taxable valuation. He said
that in their wisdom they did put the inflationary clause in,
which took some of the sting out of it. He said that what this
means to his district is not a lot of money, $3800, but that
represents 4 mills to the taxpayers, and they will have to have
that money through a millage collected from them, or they will
have to have it through -the actions of the legislature here in
the next couple of days. He told the committee that he hoped
they had the courage to amend it back to where it does the job
that was originally intended.

Chip Erdmann, representing Montana School Board Association,
supports this bill. Mr. Erdmann said that he felt that this
bill addresses an honest mistake in a straight forward manner.
He said that Butte-Silver Bow would lose $50,000 in money that
they have already budgeted for. He said the amounts affected

by this bill had already been budgeted for. Mr. Erdmann said
that if this is not rectified by the '86~'87 budget that they
have the option of going to the voters and asking for an increased
mill levy to make up this loss. However, under the current
economy in Montana, as I'm sure you are all aware, most of the
districts have already cut programs and staff to bring the local
voted levy down to an acceptable level. He urged passage of
these bills.

Terry Minow, representing Montana Federation of Teachers and
State Employees, supports this bill. She said that this bill
addresses an honest mistake in a straight forward manner. She
said that failure to pass this bill would have a serious impact
in many counties, including Butte-Silver Bow. She said that
most school districts had already set their budgets on the
vehicle registration fee money before they realized that a
mistake had been made. She said school districts need this
revenue to maintain balanced budgets. (See Exhibit 1)

Don Peoples, Chief Executive of Butte-Silver Bow and also Chair-
man of the Montana Urban Coalition, supports this bill. Mr.
Peoples felt that it was critical that this problem be addressed
and the necessary steps taken to correct the error. He said
they are beginning to see the effects of those losses of federal
revenue. He told how difficult the budget process has been

for them. Mr. Peoples said there is a real crisis in Montana
local governments. He asked the committees to act quickly as
the Revenue Oversight Committee presents a simple solution to
the problem. He urged them to pass Senate Bill 1 and House

Bill 2.
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Owen Nelson, representing Montana Education Association, supports
these two bills. He said his group supported Senate Bill 142
and the intent of that bill and these bills would implement that
intent. :

Bill Anderson, representing the Supreintendent of Public Instruc-
tion, supports these bills. They support the need for correction
of this oversight. He said many of the schools had already
budgeted and these funds are needed for those budgets.

Gloria Paladichuk, President of the Montana Association of County
Treasurers, supports these bills. She said they are now in the
process of determining nontax revenue, which includes the flat
fees. She said besides their nontax revenues, the remainder
has to be raised by mill levies. Ms. Paladichuk said that if
this error is not rectified it will mean an increase in taxes
for all Montana real estate and personal property taxes. She
has polled some of the treasurers regarding the July 1lst date
and she does not believe it will be any problem if they have

to go back and try to raise the additional revenue if somebody
has come in before the passage of the bills.

Ardi Aiken, City Commissioner, Great Falls, supports these bills.
She said, "what this means to the City of Great Falls is $61,000."
She said this was somewhat more than 1 mill. Ms. Aiken said they
are already into their budgeting and they are counting on this
$61,000 in order to balance the budget. She said local govern-
ments do not have the option of going to the voters if they do
not get that fee.

Dick Reich, Clerk for School District in Billings, supports these
bills. He said that rather than repeat what has already been
said, they are dramatically affected by this issue and the
Billings schools are affected by approximately $165,000 loss

of revenue.

Gordon Morris, Executive Director for Association of Counties,
supports these bills on behalf of MACO.

Jerry Weast, Superintendent of Schools in Great Falls, represent-
ing the Montana Association of School Administrators, and on
behalf of both organizations, would like to go on record as
supporting these two bills.
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OPPONENTS: Robert VanDerVere, concerned citizen' lobbyist, and

he felt there was one thing here that hadn't been mentioned.

He said he opposed these bills because during the last session
regarding older vehicles, they changed the law and made it
retroactive to January lst, so the counties will be getting a

lot of additional money on license fees. He said he had checked
with some of the Treasurers and they said that people are licensing
their old vehicles now that they only go back one year.

Larry Tobiason, President of the Montana Automobile Association,
opposes these bills. He said they oppose them not because they
feel that additional funding is not needed, but they feel that
there is a better method of funding in House Bill 3.

Dean Mansfield, Montana Automobile Dealers Association, opposes
these bills.

Senator Goodover, Senate District 20, opposes these bills.
Senator Goodover said that he felt that the state of Montana

did not need any more taxes. He said what the state needs

are new jobs which will generate more tax revenue. Senator
Goodover said there are more automobiles being sold and more
revenue being created from that source to cover much of that
inflation. He said there would also be added money coming in
from poker machines. Senator Goodover also objected to earmarking
funds in the general fund for special purposes. He felt that
earmarking funds deny the legislature the opportunity to funnel
the funds where they are needed most, and that these needs change
from year to yvear. Senator Goodover said that they need to give
the taxpayers a break, and by leaving this as it is, they give
the taxpayers a small consideration.

AMENDMENTS: Senator Mazurek entered a proposed amendment. He
passed out copies to the committees. He said this is rather a
lengthy looking amendment, but it is very simple in nature.

He said that as they may recall Senate Bill 25 and 142 passed
together. Senate Bill 25 was the bill which gave the funding
of the district courts for the criminal portions of the district
courts to the Supreme Court for disbursement to the counties.

As you will probably recall, we have a district court block
grant program in place that is essentially an emergency grant
for counties if they are hit with a major criminal trial, and
their e®isting levy is not sufficient to cover the district
court operations. That is operated by the Department of Commerce.
This rather lengthy amendment would do one simple thing, and
that would take the administration of the district court block
grant program from the Supreme Court Administrator's office

and transfer it to the Department of Commerce which has an
existing program in place, so that we would not have a duplica-
tion of effort. It also eliminates one other potential problem

and that is if a county disputed the amount it was owed under
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the district court block grant program, there would be someone
in the state who could resolve the dispute since the Supreme
Court would not be in a position to do so since it is the one
dispersing the funds. The amendment would do one other thing,
in the proposed new section 11 to the bill which would transfer
the money appropriated to the Montana Supreme Court from the
general fund, the money which comes from the increased vehicle
fees. It would transfer that from the Supreme Court to the
Department of Commerce so they could administer the funds.
That's all that the amendments do. He says that this is
basically a housekeeping amendment, and he feels that it is

an oversight that they should have picked up last time.

PROPONENT FOR AMENDMENT: Gordon Morris, Montana Association
of Counties, said he had reviewed these amendments and he supports
the amendments as introduced.

OPPONENT: None.

COMMITTEE QUESTIONS: Representative Sands said that it seems
they are addressing some pretty fundamental tax policies with
this bill. He said he had some tax policy questions; 1. Do

you think now is an appropriate time considering the economic
situation in the state to have a $9.4 million tax increase;

and 2. In view of the fact that we have had tax indexing

in real property taxation and income taxation, do you think

it is an appropriate tax policy to have an inflation adjustment
built into this type of personal property taxation?

Don Waldron replied from the school's standpoint that they did
make some changes on the anticipation of revenues, but it was

so late most of us had passed out mill levies and we have already
had authority from our public for a certain amount of money.

Now, the way we reduce that money is with those anticipated
revenues, which this falls under, so what it means to the tax-
payers is that we get it from you in anticipated revenues as

we anticipated, and we think you intended, or do we turn around
and have that reduced, which means we collect more of the mill
levy we requested.

Representative Sands asked why this license fee is a better way
to raise taxes?

Mr. Waldron replied that he thinks it is what they intended.

He said his district would probably be hurt the most because

he is a lower millage district, but the higher millage districts
their taxpayers would be hurt by having it put back on the property
tax.
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Alec Hansen said that he would like to reiterate what Mr. Waldron
said. He thinks that we have got to begin to understand the
relationship between what the Legislature does and what happens

to the tax system back home. If you take nine and one-half million
dollars out of the tax base, somebody is going to have to make

up the difference. He said that cities have lower rates of

growth and spending than any other jurisdiction across the board.
He said they had done it by cutting services. If this money is
taken away from the cities, towns, schools and counties, somebody
is going to have to make up the difference. This will, of course,
fall on the property tax owner, and that's why this bill is so
important.

Gordon Morris responded to Representative Sand's gquestion by
pointing out that the philosophical question in terms of a tax
increase is not before you with the particular bill you have
introduced tonight, Senate Bill 1 and House Bill 2. That issue
was debated on the floor of both the House and the Senate on

the earlier and original version of the bill, and it was every-
body's assumption that what is being discussed here tonight was
the original intent of the legislation as introduced. I don't
think we are debating a tax increase by way of the bill that

you have before you because that issue was in fact, discussed,
debated and it was the intent of the legislature as I understand
it, and I think most people here in the room do, that the increase
was to be there. This is not a new tax.

Mr. Peoples responded to the second question of Representative
Sands saying that he thinks you have to recognize that in 1981
when the legislature removed the ad valorem system and replaced
it with the flat fee system, they did remove from local govern-
ments probably the only source of revenue that was keeping pace
with inflation. Are you going to see raises, the answer is yes.

Gloria Paladichuk said that as a collector of taxes, some of the
Montana taxpayers that I think will be extremely affected if
this error is not rectified are the Montana Farmers. She felt
real property taxes would increase. Thelr livestock taxes, etc.

Representative Koehnke asked what percentage of our budget does
this inflation factor amount to? Senator Towe said what he was
asking was what amount of money that this bill will raise, what
percentage of the budget does that represent?

Mr. Waldron said that he could only speak for his own district.
He said it should be looked at two ways, the mill levy request
from the taxpayers represents about 10-11% of that. From the
total budget for the district and general fund, we are talking
a lot less, because in my case, I'm only voting about 21% of
the budget. He said that's about 10%.



Page 8

Senate and House Taxation Committee
Special Meeting

June 27, 1985

A

Jerry Weast said that speaking for the Great Falls public schools,
they have already cut their budget back about 2.8 million below
the voted levy. They have lowered their taxes about 1.3 million
over this years taxes. What this represents is another $168,000
that will lower taxes or 2.2 mills.

Senator Goodover asked each of those that spoke in connection
with this issue that was raised by the previous two legislators
if they had all indicated in testimony before this committee

in the past, that all of you are looking for new sources of
revenue other than property taxes. Is that correct? Senator
Goodover said if that was the case, they have to find other
sources of revenue and:that means new jobs for people that

are not now working, that are on unemployment, and so on. He
said this is not going in that direction. He said they are
adding another tax. He said none of the people at the hearing
feel that this is a live or die position. He said the taxation
program has to be reduced if they are going to get new jobs.

He said the farmers can't stand any more increases in taxes.

Senator Hager asked Mr. Reich if the $165,000 shortfall was
for one year or two years? Mr. Reich replied that it is a
one yvear adjustment.

Senator Lybeck said that in regard to what affect this would have
on the individual counties, he talked with. the county official

and they informed him that it would be about a 10% reduction,

and in Flathead County last year, they collected $2,047,000 in
flat vehicle fees. This would be about a $205,000 reduction.

He said his next question to the commissioner was who would get
the cut, and he told him that historically when they go on this
budget cutting the Sheriff's office gets cut, and drug enforcement.
He said Northwest Montana has a serious drug problem.

Representative Devlin asked Ms. Paladichuk if in the retroactive
clause in this, how would you go back on someone who has bought
their license after July 1, but before this goes into effect?

How would you propose to collect that after they have a free

and clear registration. Ms. Paladichuk said it would be difficult
and some of them would probably slip through the cracks. She
proposes making a stipulation on their registration receipt

of possibly additional fees due in order to make that a legal
registration, and then write up an additional registration slip
for the fees collected. Representative Devlin asked if this

would take a lot of time out of the office. Ms. Paladichuk

said that it was history that people didn't come in on the

first day. She said they didn't have a rush of people until

the 25th of the month, which is the last due date. Representative
Devlin asked her if she didn't think there would be in this

case. She replied that they have only had five or six people
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renew ahead of time so far. She said in this particular instance,
she 1s only speaking for her county.

Senator Towe asked her about her reference to the 25th, and -
when the people whose registration has to be renewed in July
would have to come in. Ms. Paladichuk replied that if they
terminated the end of July, they have until August 25th. They
have a 25 days grace into the following month. She said the
ones that are due by July 25th now, actually have an expiration
date of June 30th. She said that as she reads the bill, it is
anything on or after July lst, so no matter when the expiration
date was, it would take.on the new fee. Senator Towe asked her
how many in Richland County had already come in and paid their
fee. Ms. Paladichuk replied that she didn't think there were
more than 5 or 6.

Representative Devlin said there are some school districts
throughout the state that went under the assumptions that they
were going to have a 3 plus 3 from the foundation program.

They set theirs at 3, expecting a 3%, and instead they got a
4%. Do you have any idea what the balance would be if they were
to lose this money from this vehicle fees and those school dis-
tricts that have set at 3 and are getting 4, what the trade-off
there would be. What amount of money would they be losing or
would they be gaining? Mr. Weast said that would have to be
addressed on each individual school district basis. He did not
know. Representative Devlin asked Mr. West, regarding the above
question, if maybe those schools were not losing anyting at all
Mr. Weast replied that that was true, in fact, they may have a
net gain.

Senator Mazurek and Senator Towe discussed Senator Mazurek's
amendment and whether it was within the call of the special
session. Senator Mazurek felt that it was within the scope

of the call. Senator Towe asked Jim Lear, Staff Researcher,

if he had a chance to look into the question. Mr. Lear replied
that he did. He said he had checked Mason's Manual, which is
about the only authoritative treatise that he could refer to
for some type of guidance. He referred to Section 780 of Mason's
Manual on Legislative Procedures. He explained the various
sections that dealt with the question, and concluded that the
amendment was within the scope of the call. Mr. Lear concluded
that it does address district court fees and details as to its
disposition, and should be given the benefit of the doubt.

Representative Switzer did not feel that the amendment was germain.
Senator Towe said that he felt the amendment was net.germain and
was not within the scope Of the calf:. Senator Mazurek said that he
offers this amendment in good faith. He said all this amendment
does is correct an oversight that happened during the regular

session.
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Representative Williams closed by saying he appreciated the
testimony on House Bill 2 and Senate Bill 1. He thought the
arguments were valid. Representative Williams said that he

thinks the error or oversight should be corrected and he thipks
this was the legislative intent. Representative Williams does

not think that the opposition to the fees on automobiles is

great. He said he had talked to a number of people in his district
about the increase in the fees. He sincerely feels that the

people would prefer this over an added mill levy to their property
taxes.

Senator Hager closed by saying that he would like to make a
couple of points. He said that in talking to a number of legis-
lators that it was their intent to do exactly what this bill

will do. He thinks that they should take care of the problem

in a timely manner. He asked the committee members to remember
that this bill has an impact of $160,000 to $165,000 to some of
the school districts for one year, and this bill, if it is passed,
will be in effect for two years. He urged them to pass one or
the other. -

The informal hearings on Senate Bill 1 and House Bill 2 were
closed.

HOUSE BILL 3: Representative Bob Marks, House District 75, is

the sponsor of this bill entitled, "AN ACT TO REPEAL SECTION 18,
CHAPTER 680, LAWS OF 1985, AND CHAPTERS 685 and 702, LAWS OF

1985, RELATING TO INCREASING LIGHT VEHICLE LICENSING FEES; PROVID-
ING FOR THE CARRYOVER OF FUNDS IN THE LOCAL GOVERNMENT BLOCK

GRANT ACCOUNT; ALLOWING FOR PRORATION OF DISBURSEMENTS FROM THE
LOCAL GOVERNMENT BLOCK GRANT ACCOUNT FOR LIGHT MOTOR VEHICLE

FEE REIMBURSEMENT; PROVIDING AN APPROPRIATION TO THE LOCAL GOVERN-
MENT BLOCK GRANT ACCOUNT; AMENDING SECTIONS 7-6-309 AND 61-3-536,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY
DATE." Representative Marks told the committee that he felt this
bill was within the scope of the call. He quoted briefly from
the notification of the request for special session to substantiate
his position. Rep Marks said that he had had this bill drawn
after talking with some of his friends in the legislature who

felt they should have a new approach to the problem. He felt

that there was not as much impact to the school districts as

had been reported. He believes that those school districts

that built their budgets on the Governor's recommendation will

be getting a windfall. Representative Marks felt that the input
on the two bills passed in the last session was limited. He

feels there will be more input with these bills. He then gave

the committee a short outline of what the bill will do. He said
it would repeal Senate Bill 142 and House Bill 870. He said

this would put the law exactly the same as if they had not met

at all in 1985 relative to vehicle fees. He said this would put
the law back to where it was in 1983 with the inflator back in.
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Representative Marks said the inflator would coritinue as long

as the statute continued. He said the bill would amend Section
7-6-309 and it would preclude the distribution of the surplug

funds in the block grant account, which will before the end of the
biennium we're in, which is in the next couple of days, it will
probably have to be tomorrow or Saturday or Sunday, or something,
before July, that money will be distributed to cities and counties.
Instead of distributing that money, my proposal would carry that
money forward and reappropriate it to the local government block
grant program. That would be distributed on a broader base
including school districts and special entities. He said this
should be included in any bill that is adopted; it would provide
that in the event there were a shortfall in the block grant account
at the end of the biennium that that shortfall would be prorated
to all taxing jurisdictions. He thinks that is extremely important.
Again, he said it would be just as if we hadn't met, as far as

the fee structure on cars and other vehicles. The difference
needed to fund the program, would amount to $4.4 million, and

he thinks the fiscal note, which he will explain, will have a
slightly different opinion of that. He said their estimate

is, using the figures in his bill, House Bill 3, indicates that
there may be about one-half a million dollars more in there than
they might need. (Both fiscal notes attached marked Exhibit 3.)

He cautioned them that if they should decide to go that route,

he would have no adversity to either reduce the general fund amount
by that amount respectively, if you chose to do it. If you came
out short, the previous section would be applied that there would
be a prorata reduction, so that they wouldn't be coming back in
for supplemental. The other thing the bill does because of the
repeal of SB 142 and HB 870, it puts the escalator period back

to January instead of July as is the case now, so those folks

who have occasion to license their vehicles in July would be on
the same schedule as they are in June today, and they would pay
the same until January, 1986, and then the escalator would take
effect and they would pay that for the entire year, and '87 up
until the 1lst of July when the bill sunsets as far as that provision.
He told the committees that it was necessary to offer some tax
relief to people who are taxpayers and users of automobiles.

One of the reasons was because the agriculture society needs a
break due to the drought. Representative Marks also felt that
retired people need a break. He said his bill will not raise

the fees, basic fee, it will reintroduce the inflator. He called
the committees' attention to the fiscal note and mentioned some
comparisons. He said Curt Nichols of the Fiscal Analyst's office
would have a spread sheet prepared for them before they take
executive action. He draws their attention to page 5, and goes
into a lengthy explanation of the differences listed there.
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Representative Marks said there is an estimatedﬁending fund
balance of $30.3 million. He reminded them that: they had a
target during the session of trying to have an ending fund -
balance of around $15 million give or take. Representative
Marks feels that if they pass House Bill 3, and even if you

want to give the recipients there asking for help all the

money they ask for.."I won't say that, there isn't that much
money," all the money asked for in the bills, then you would
still have an ending fund balance of over $20 million. He

thinks this would be fair to the taxpayer and fair to the general
fund. .

PROPONENTS: Larry Tobiason, Montana Automobile Association,
supports this bill. He said that he was not there to convince
them that the cities, counties and school districts did not

need extra funding, but to ask that you change the funding method
from one that is placing an increased burden on certain segments
of our population to one that would be shared by all the taxpayers
of this state. He told the committee how high gasoline has risen
and how heavily taxed the motorist is. Mr. Tobiason said that
the motorists' costs are going up in every category, gas, insurance,
tires, etc.

Janelle Fallon, Montana Chamber of Commerce, supports this bill.
She said Montana does not need any tax increase. She believes
they should take advantage of this opportunity presented by
Representative Marks not to come up with an increase. Ms. Fallon
said that the Bureau of Business and Economic Research at the
University of Montana has reported that economic recovery is
slower than expected in Montana. She said that they have been
hearing this from throughout the state, from small businesses

on main streets that they are not making any money. She said
Montana ranks 44th in taxes per $1,000 of personal income.

Robert VanDerVere, concerned citizen lobbyist, supports this:
bill. He feels that the people should get a free ride for a
couple of years so this can be looked into. Mr. VanDerVere feels
that the counties are already getting more money, and the people
need the relief.

Dennis Burr, representing Montana Taxpayers' Association, supports
this bill. He said the committees and legislators should not
have already made up their minds that there was only one solution
to the problem. He said they support HB 3 as an alternative
method of funding local government and doing what they wanted

to do in coming back. Mr. Burr feels that Represenative Marks'
bill is a lot simpler than the other one because it takes some

of the confusion out. He said that it appears that the state

can afford to fund local government during these two years with
available revenue. He feels that they should spell out what the
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fees are. He said they believe the inflation fdctor included

in the fee schedule should be taken out. Mr. Burr said if they
want these fees to "creep" every year that that can be specified
in the law. Mr. Burr believes that Senator Mazurek's amendment
should be adopted. He urged them to take the inflator clause
out, specify the fees, and accept HB 3 as a funding mechanism

in that the state appears to be able to afford that now.

Dean Mansfield, representing Montana Automobile Dealers Association,
supports this bill. He said they did oppose both SB 142 and

HB 870 during the regular session on the grounds that it was

a selective tax on automobile owners and an erosion of the flat
fee system. Mr. Mansfield said they don't believe that automo-
bile owners should have to pickup the tab on their own. He

said that four years ago the legislature adopted the flat fee
system to reduce taxes and fees on automobiles at the urging

of the public. He believes that that system should be protected.
Mr. Mansfield believes that HB 3 will protect the flat fee system
by funding the programs through the general fund.

Mons Teigen, representing Montana Stockgrowers' Association,
supports this bill. (See Exhibit 4) Mr. Teigen told the com-
mittees about the terrible drought situation, and the problems
of the farmers and ranchers. He said farmers and ranchers don't
have any inflation factor built into their cash flow. They
think HB 3 permits the accomplishment of all the goals that

they are attempting to reach, without burdening the taxpayers
with an additional tax no matter how small.

Representative Patterson, House District 97, Yellowstone, supports
this bill. He was the one who called Representative Marks to ask
if they could find another source of funding without having to

go to a general tax increase to the motoring public of Montana.
Representative Patterson feels that without HB 3 there will be
some pretty hefty tax increases on the motoring public. He
reiterated the plight of the farmers and ranchers.

Senator Goodover, Senate District 20, said that they are talking
about a minimal increase in the fee system in these two bills,

1 and 2. One added fees for the courts, one added fees for the
block grants and schools, which may amount to some $5 or $10
bucks per taxpayer. Senator Goodover told about all the problems
and increases in taxes in Cascade County. He told about how

our tax system was inhibiting new businesses in Montana because
Montana is the fifth highest property tax state in the country.
He said HB 3 is an alternative and it should be studied. He
said that we must get people working. Senator Goodover felt
that the committees should look at job building programs during
this special session, and he went into much detail on the ways
to accomplish this end.
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Representative Dean Switzer, House District 28, 'supports this
bill. Representative Switzer said that he didn't have as much
to say about HB 3 as he did about SB 142. He said the alleged
error in SB 142 was the best part of the bill. He said HB 3
would not be soO selective a tax.

OPPONENTS: Gordon Morris, representing Montana Association of
Counties, opposes this bill. (See Exhibit 5) Mr. Morris entered
written testimony.

Don Peoples, Chief Executive of Butte-Silver Bow, opposes this
bill. He said if the legislature stops the checks for the block
grants, the government of Butte-Silver Bow will lose $134,000

out of FY '84-'85 budget. They are expecting that check in the
next few days, and that is part of the current fiscal year budget.
He said they would have very few alternatives as to how to take
care of this deficit. He said they would have to levy approximately
3 mills to make up that shortage. He said to the property owners
in Butte that would mean an increase of $7.50 to $8.00. Mr.
Peoples said that Anaconda-Deer Lodge would lose about $50,000.

He said it would cost the residents of Anaconda approximately

4.25 mills to pick up the loss of that amount of revenue. He
said that what is happening in Butte is certainly going to happen
across the state of Montana. Mr. Peoples has a real problem

with the supposed $30' million extra in the fund. He said if

they are going to end up with that much money, it seems funny
that they would need to steal the $2 million that is already

in the budgets of cities and counties across the state of Montana.

Gene Huntington, appearing on behalf of Governor Schwinden,
opposes this bill. He said their opposition is generally con-
cerned with the appropriateness of considering HB 3 in a special
session. Mr. Huntington said the poll for the special session
set out the purpose to correct action taken during the 1985
regular Legislative Session. That is what they believe the

poll was about, that's what the public believed the poll was
about, and that's what most Legislators thought the poll was
about. He said the proposal in HB 3 emerged after the poll

was basically complete, and they feel that the issues implicit
in HB 3 are inappropriate for a special session. He said HB 3
goes beyond correcting action of the regular session, and takes
up and alters some major state policies that have been hard fought
over the last few years. Mr. Huntington said the three major
policies they are dealing with are the basic budget compromise
that was probably the major struggle of the '85 Session. The
formulas for distributing the block grants, which was a major
effort leading up to the '83 Session, and the whole scheme for
distributing state aid to district courts, which represented

a major effort of the last interim. He said this was to be a
one-day session to correct an oversight of the 1985 regular Session.
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Alec Hansen, representing Montana League of Cities and Towns,
opposes this bill. Mr. Hansen said that under Representative
Marks' proposal, according to the fiscal notes, the cities

and towns will lose $217,000 as a result of this bill. He .
said this was one of those situations where the cure might be
worse than the disease. He reiterated that the block grant
payments have been anticipated by the cities and towns as

nontax revenue for the current fiscal year. He said they are
not talking about excess funds or new money, and the block

grant payments that will have to be transferred to the motor
vehicle reimbursement account before that can be done, first
they have to be subtracted from the budget of every city,

town and county in the state of Montana. He said this proposal
begins by shooting a $2 million hole in the budgets of every
local government in this state. Mr. Hansen said that he is opposed
to the provision to prorate motor vehicle reimbursement payments
to the counties if a deficit occurs, because this conveniently
relieves the Legislature of the legal obligation to fine the
motor vehicle expense account. The fee system was sold on the
idea that it would reduce taxes. If the reimbursement account
is not funded, taxes are not reduced, they are simply transferred
from personal to real property. Mr. Hansen said that all they
are asking the legislature to do is to honor the commitments
that it has made to the cities, towns and counties in Montana.

Chip Erdmann, representing School Board Association, opposes

this bill. He said they have some concern with HB 3 although
they are not impacted to the same extent financially as the
cities and towns are, their concerns regard the appropriateness
of this measure at this time. Mr. Erdmann said this does propose
a specific method in the way they fund these areas. It repeals
HB870 and SB142, and by implication does some mischief to SB25.
He said this may well go beyond the scope of the call. He agrees
that there may be something wrong with the fee system, and that
it probably deserves a look, but 870 and 142 were discussed and
debated at length during the regular session. He does not feel
it is right for a one-day special session to come in and reverse
the decisions that were made in the last session. Mr. Erdmann
does not think that anyone knows all the ramifications of that
bill.

Louise Kunz, Montana Low Income Coalition, opposes this bill.

(See Exhibit 6) They feel that if there is extra money in the
general fund, the general assistance fund should be reimplemented.
She feels the low income people have first claim to any funds.

Stephen Jelinek, representing Butte Community Union, opposes this
bill. (See Exhibit 7)
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Terry Minow, Montana Federation of Teachers and ‘the Montana
Federation of State Employees, opposes this bill. She feels

that further depleting the general fund to remedy an admitted
mistake seems to us to be a back door approach to solving the
problem. Ms. Minow said the 1985 Legislature balanced the budget
by transferring moneys from one fund to another. The 1987
legislature will have many difficult decisions to make about

how to raise sufficient tax revenue to fund special social
services. She said passing HB 3 will further compound the

lack of general fund dollars to properly fund state government
and the foundation program.

Jerry Prue, Butte Community Union, opposes this bill. He said

he opposes this bill on three or four points. He said he is

on GA right now and would urge them to use this money for training
and jobs. He asked that the GA fund be funded because if there
are no jobs, how are they going to live?

Al Johnson, City Manager of Great Falls, said he signed the
register as an opponent to Representative Marks' bill, but that
that is not entirely true. It seems to him that the issue being
debated is how it is appropriate to fund government, whether

it be state or local. He feels that Representative Marks is
presenting an alternative. However, he feels that there is a
part of his bill that he objects to, and that is the part that
revokes the payments on the existing block grant program. He
said that the problem they were there to correct right now means
a loss of $61,000 per year, or slightly more than 1 mill. If
that part of Representative Marks' bill that would revoke theée
block grants is passed, Great Falls would lose 2% mills. He
asked them not to tamper with existing block grant payments.

Don Waldron, representing Legislative Committee of School Adminis-
trators of Montana, listed two points. One, as a citizen, he

was shocked to arrive at 5 and see this issue before them. He
said that he didn't read about it in the paper. Two, nobody

has said it is okay to have a surplus, well he thinks it is fine.

Owen Nelson, representing Montana Education Association, said

that their concern is that the funding will be there for the
schools and the other local governments. He does not feel that
they should change that decision as to how much money is available
for funding programs.

AMENDMENTS: None.

COMMITTEE QUESTIONS: Senator Mazurek said that Representative
Mercer had proposed his amendment by form of another bill,
and they had discussed it and thought this would be the simplest
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route to go. He asked about the relationship of Representative
Marks' bill to SB 25, and he notes that the fiscal note says
that local governments won't be affected by the repeal of 142.

I assume that is because there was money appropriated in House
Bill 500 for the district court funding program, and he was just
curious if he had spoken with the Council or looked into the
question? SB 25 did contain co-ordination instructions, and

he was curious if this bill will impact the district court funds.
Representative Marks replied that the co-ordinator was also
repealed, so th e concern that Mr. Morris had about the inap-
propriateness of the bill because it leaves 25 hanging out there
is not the case because-if you look at the title, this bill
deals with SB25 and it is co-ordinated. SB25 does not depend

on vehicle fees. :

Senator Towe said but the provision in SB25 saying this bill

is not effective unless 142 passes, it is not repealed but still
in the law. Representative Marks replied that that is the part
that is repealed in the bill as he understands it from talking
with the Council staff. Mr. Hieman, Legislative Council, said
that in the bill vhere they repeal Section 18, Chapter 6, that

is the co-ordination section of SB25.

Senator Halligan asked a member of the budget office; one of the
problems we had with SB142 during the hearings and we later had

to raise the fee in the middle of the whole process was because
the allocation in the general fund of HB5M0' to fund district court
costs of going for the previous year, an amount in the '86 budget
was actually going for '85, is that taken care of in Representative
Marks' bill? There was actually a $3 million shortfall. David
Hunter replied that there is no problem of that nature. He said
the fiscal note says the cost of district courts of 5.286 million,
that was consistent with the cost that was considered in the
session.

Representative Williams asked Representative Marks what ending
fund balance they are using. Representative Marks replied that
they are using figures in appropriation report that was sent

out by the budget office that indicated about 30.3 million dollars.
He said he thought if they would draw their attention to the
fiscal note on HB3, the budget office has indicated that might
not be quite that high. He thinks they started with a 28 million
dollar ending fund balance. He will accept that if they will

do the funding with general funds for the purposes of the grant
program, and you would still end up with a positive ending fund
balance of over 20 million dollars. Representative Williams

said that they picked up the numbers from the Fiscal Analyst's
office today and they showed 0.2 million. Have you seen that?
Representative Marks said that that was not a public report.
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He said he asked for it today and the answer he 'got was that
that had not been published. He said he is using the figures
from the budget office. He said they were the same figures .
used at the end of the session. Representative Marks feels
like there is an adequate amount there. He is comfortable
with the estimate.

Senator Towe asked Representative Marks that if he understands
the explanation of the budget officg is that the only way that
they arrived at the $30 million was because they showed a reversion
of the entire $12 million, and that there was essentially a
gentlemen's agreement during the session of the GAP money that
would not be used this time and would be reserved, and they

said that we have no law and no statute to do what we wanted

to do as a gentlemen's agreement, and therefore, the $30 million
includes the total $27 million of GAP money of whidar we had
intended only to use 15. If you subtract that 12 million from
the 30, then you get 18 million, and their ending fund balance,
according to what we all had anticipated with the gentlemen's
agreement would only be 18 million. A reasonable ending fund
balance according to the Governor's office is supposed to be

15 million and according to the LFA is supposed to be 22 million.
Even with the Governor's budget office figures, there would be

a problem with your funding, which appears to be between 9 and
11 million extra drain on the general fund. Representative
Marks replied that that was a legitimate question. He said

the 12 million in question that is the remainder of the GAP
money after they use 15 for the foundation program was in

HB800, taken from the fund that it was in at the time, and

15 million was transferred to the foundation program. That
backed out a respective amount of general fund money. He

said the same thing will occur with the 12 million at the end

of the '87 biennium. Senator Towe said that that has now
occurred and is included in the 30 million, because they are
doing it as of the '85 biennium. Representative Marks concurred
that it was in there, but he said you can't spend the money
twice. He said he tried that last session and got away with

it, but he is not trying it now. He said it was his impression
that that money would revert to the general fund at the end of
the '87 biennium. He said the legislature will be meeting in
January of 1987 and predictably, they will take that money and
put it into the foundation program, so then there will be 12
million less of general fund needed to do it, just exactly the
same way we did this time. Senator Towe asked to rephrase his
question; if in fact the ending fund balance of the Governor's
budget office were $18 million, would you then think that this
was a responsible thing to do to pass HB3? Representative Marks
said that was a hypothetical question. He said it was unfair

to address. He said if you take the 12 million and secure it

in the foundation program, then it means you have 12 million
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dollars less obligation next time to fund it becdause we always
throw a bunch of general fund money in on top of.all the ear-
marked forces to fund the foundation program to the tune of ,
50 million or so historically, so I guess if the routine and:
adequate ending fund balance is expected as we indicated in

the session of 15 million dollars or so to go into the next
biennium to meet all our obligations, then if you have 12
million dollars already pigeon-holed away in a fund that will
relieve your general fund of 12 million, it seems to me that
you would be in pretty good shape, because it would reduce your
demand on the general fund for the '89 biennium by that respective
amount. .

Senator Towe said he would ask one more question on a different
side. If they were to take 2 million dollars and make sure that
the cities and counties didn't lose that 2 million as being reverted.
In other words, if we took that out of the general fund also,

we have to increase the appropriation in your bill for about

6% million is that right? Representative Marks replied that

it depends on whose figure you use. Using the figures that

were published by the budget office, ana drawing attention to
page 4 (Exhibit 3). Page 4 indicates what happens if HB 3 were
to go into effect with the provisions that have been discussed,
including the seizure or the Indian-giving, hand-shake and all
that Little Big Horn talk. It indicates that you will have a
half a million dollars surplus in the account--.494 million
dollars, so I guess in answer to your question, Senator, and
using the budget offices' revised ending fund balance of 28
million, and indicating that they think that 4,400,000 is too
much general fund to accomplish that, then you could back that
much out and it would take 1% million additional to satisfy the
folks who think we are Indian-giving. If that were the case,
you would still have an ending fund balance of about $19 million,
which is 4 million more than we thought we needed. There was
more discussion regarding the funding of Representative Marks'
bill between Representative Marks and Senator Towe.

Senator Towe asked Mr. Hunter if the 28.4 million shown on page

2 included the 12 million reversion from the GAP money as your
note on HB800 seems to indicate or not? Mr. Hunter replied that
it includes it. Senator Towe asked if they were to do what they
all wanted to do during the session, reserve the 12 million to

be used in the '87 biennium and not the '85 biennium, would that
28 million have to be reduced back to 12 million? Mr. Hunter
replied that that is correct. Senator Towe said similarly they
would have to reduce the 21 million which is the effect under
this bill by 12 million. Mr. Hunter replied that that is correct.
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Senator Towe said if they were to deduct further the 2 million

on the special general
reduce it by another 2
Senator Towe said that
7 million dollars.
He said that he thinks
the 12 million dollars
million dollars in the

Mr.

services reversion, they would have to
million. Mr. Hunter said that is correct.
would give an ending fund balance of
Hunter replied that that is correct.
Representative Marks really characterized
correctly. Whether you leave the 12
foundation program, and consider it as

what you are going to spend on the foundation program or revert

it to the general fund,

it really has the same impact. The

budget agreement was to leave that there, and in effect you

really had a

30 million ending fund balance when you left the

regular session because the agreement was that we would have

an ending fund balance
the 12 million dollars
the 30 million dollars
Either way you look at
fund balance. You are
million dollars.

in the 15-20 million dollar range, plus

we use for the foundation program, so

no matter where, are really the same thing.
it, you are going to reduce that ending
going to spend it down by about 7.4

Senator Towe asked what a legitimate ending fund balance was

in Mr.
recommended 16 million

Hunter's opinion.

Mr. Hunter replied that the Governor
dollars in the general fund.

Representative Marks closed by saying that he would like to

make some remarks about the testimony given and
He said that if you take HB 3
use Mr. Hunter's figures, his figures show that
$500,000 too much in the appropriation, and you
Representative Marks went
that you could work with the funding on this bill.

closing remarks.

that by that amount.

then make some
as it is, and
there may be
could reduce
into other ways
He explained

what he thinks the confusion regarding the GAP money is.
Representative Marks feels that there will be an adequate ending

fund balance with his bill.

He could not understand why the

people representing the schools were against him, because he

said that under his bill they would get more money.

He said

this is a fair way to fund this program if you want it funded.

He said this committee

can set the parameters of the funding.

Representative Marks does not believe that the committees are
demanded to come in and appropriate 9 million dollars through

fees at all.
want to do.
The hearing was closed

Senator Towe explained

He doesn'
it to any particular figure.

t feel they are demanded to "correct"
He thinks they can do what they

on HOUSE BILL 3.

to the committees how it came about that

they have two identical bills and why.

The meeting was adjourned at 10:30 p.m.

SENATOR TOM TOWE, CHAIRMAN
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MONTANA FEDERATION OF STATE EMPLOYEES
AFT, AFL-CiO i
P.0.Box 1246 Helena, Montana 59624 (406) 442.2123 E
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Fl

TESTIMONY OF TERRY LYNN MINOW, MONTANA FEDERATION OF STATE EMPLOYEES AND
MONTANA FEDERATION OF TEACHERS, BEFORE THE HOUSE AND SENATE TAXATION -
COMMITTEES, ON JUNE 27, 1985

Mr. Chairmen, members of the committees, my name is Terry Minow. I
represent the Montana Federation of Teachers and the Montana Federation
of State Employees.

As a representative of city and county employees and as a representative
of teachers throughout Montana, I rise in support of HB 2 and SB 1.
These bills address an honest mistake in a stmightforward manner. 1In
Butte-Silver Bow, as in many counties and cities throughout the state,
the failure to pass a bill of this kind would have a serious impact. It
is estimated that Butte-Silver Bow would lose approximately $50,000 in
vehicle registration fees. In a community that is already facing lay-
offs of city and county personnel due to financial difficulties, this is
a significant amount of lost revenue.

Similiarly, school districts set their budgets based on an estimate of
vehicle registration fee revenue before they realized that a mistake
had been made. Mill levies have been passed and budgets set--school
districts need this revenue to maintain their balanced budgets.

We wish to oppose Representative Mark's HB 3. Further depleting the gen-
eral fund to remedy an admitted mistake seems to us to be a back door
approach. The 1984 Legislature balanced the budget by transferring monies
from one fund to another, leaving the 198% Legislature many difficult de-
cisions to make about how to raise sufficient tax revenue to fund essential
social services. Passing HB 3 will further compound the lack of available
gereral fund dollars to properly fund state government and the Foundation
Program.

Please give HB 2 and SB 1 a "Do Pass" recammendation and HB 3 a "Do

Not Pass" recommendation. Doing so will facilitate a short special session,
orne that has taken a straightforward approach to an honest mistake.

Thank you for your consideration.
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PROPOSED AMENDMENTS TO BILL NO.__ {L.C. 1 OR 4]

1. Title, line 7.

Following: "FEE;"

Insert: "TRANSFERRING THE ADMINISTRATION OF STATE FUNDING
FOR DISTRICT COURTS FROM THE SUPREME COURT TO THE
DEPARTMENT OF COMMERCE; APPROPRIATING TO THE DEPARTMENT
OF COMMERCE FUNDING FOR THE STATE FUNDING OF DISTRICT -
COURTS; DELETING THE FUNDING FROM THE SUPREME COURT
BUDGET; "

2. Title, line 8.

Following: "1985"

Insert: ",SECTIONS 1 THROUGH 5, 10, 15, AND 16 OF CHAPTER
680, LAWS OF 1985"

3. Page 3, line 2. ~

Following: line 1

Insert: "Section 3. Section 1, Chapter 680, Laws of 1985, is
amended to read:

"Section 1. State assumption of certain district
court expenses. (1) Effective July 1, 1985, the state
shall, to the extent that money 1is appropriated,
fund the following district court expenses in criminal
caser only:

(a) salaries of court reporters;

(b) transcripts of proceedings;

(c) witness fees and necessary expenses;

(d) Jjuror fees;

(e) indigent defense; and

(f) psychiatric examinations.

(2) The supreme-court-adminiseratory-under-the
divection-of-the--supreme--coure-and department of
commerce,in consultation with the district judges for
each judicial district, shall include within the
supreme~--courels department's biennial budget request
to the 1legislature a request for funding the expenses
listed in subsection (1).

(3) If money appropriated for the expenses listed in
subsection (1) is insufficient to fully fund those
expenses, the county is responsible for payment of the
balance. If no money is appropriated, the county is
responsible for pavment of all expenses."

Section 4. Section 2, Chapter 680, Laws of 1985, is
amended to read:

"Section 2. Fiscal administration for payment of
court expenses., The supreme-court-administrator
department of commerce shall:

(1) establish procedures for disbursement of
funds for payment of district court expenses listed in
[section 1], including prorating of those funds if
they are insufficient to cover all expenses listed in
[section 1];




(2) im--consuleation--with-ehe-deparement-of
. @eemmereey develop a uniform accounting system for use by

the counties in reporting court expenses at a
detailed level for budgeting and auditing purposes; and

(3) provide for annual auditing of district court
expenses to assure normal operations and consistency in
reporting of expenditures."” :

Section 5. Section 3, Chapter 680, Laws of 1985, is
amended to read:

"Section 3. Reimbursement for juror and witness
fees. According to procedures established by the
supreme--court--admintserater department of commerce
under [section 2(1)], each clerk of district court
shall submit to the supreme--ecourt--administracer
department a detailed statement containing a list of
witnesses and jurors for criminal cases only and the
amount of per diem and mileage paid to each by the
county. Upon receipt and verification of the statement,
the adminmiserater department shall promptly reimburse
the designated county for the cost of witness and juror
fees on a full or prorated basis in accordance with
[section 2]. The county shall deposit the amount
reimbursed in its general fund unless the county has a
district court fund. If the county has a district court
fund, the amount reimbursed must be deposited in such
fund."

Section 6. Section 4, Chapter 680, Laws of 1985, is
amended to read:

"Section 4. Section 3-5-602, MCA, is amended to read:

"3-5-602. Salarv and expenses ~-- apportionment. (1)
Each reporter 1is entitled to receive a base annual
salarv of not less than $16,000 or more than $23,000
and no other compensation except as provided in
3-5-604. The salary shall be set by the judge for whom
the reporter works. The salary is payable in monthly
installments out of the general funds of the counties
comprising the district for which the reporter is
appointed and out of an appropriation made to the
supreme-coure department of commerce as provided in
subsection (2).

(2) The supreme-court-adminiserater department of
commerce shall determine the total number of civil and
criminal actions commenced in the preceding year in
the district court or courts in the judicial
district for which a reporter is appointed. The state
shall pay its portion of the reporter's salary
based on the proportion of the total number of
criminal actions commenced in the district court or
courts in the district and the amount appropriated for
that purpose. Each county shall pay its portion of the
remainder of the salary based on its proportion of the
total number of civil and criminal actions commenced in




the district courts in the district. The judge or judges
-of the district shall, on January 1 of each year or as
soon thereafter as possible, apportion the amount of
the salary to be paid by each county in his or their
district on the basis prescribed in this,subsection.
The portion of the salary payable by a county is a
district court expense within the meanihg of 7-6-2351,
7-6-2352, and 7-6-2511. "
(3) In judicial districts comprising more than one
county, the reporter is allowed, in addition to the
salary and fees provided for in subsection (1), his
actual and necessary travel expenses, as defined and
provided in 2-18-501 through 2-18-503, when he goes
on official business to a county of his judicial
district other than the county in which he resides, from
the time he leaves his place of residence until he
returns thereto. The expenses shall be apportioned and
payable in the same way as the salary.""

Section 7. Section 5, Chapter 680, Laws of 1985, is
amended to read:

"Section 5. Section 3-5-604, MCA, is amended to read:

"3-5-604. Transcript of proceedings. (1) Each
reporter must furnish, upon request, with all
reasonable diligence, to a party or his attorney in a
case in which he has attended the trial or hearing a
transcript from his stenographic notes of the
testimony and proceedings of the trial or hearing ora
part thereof, upon payment by the person requiring the
same of $2 per page for the original transcript, 50
cents per page for the first copy, 25 cents per page
for each additional copy.

(2) If the county attorney, attorney general,
or Jjudge requires a transcript in a criminal case, the
reporter is entitled to his fees therefor, but he must
furnish it. Upon furnishing it, he shall receive a
certificate for the sum to which he is entitled. The
reporter shall submit the certificate to the supreme
coure-~-adminiseraror--whe department of commerce which,
in accordance with [section 2], is responsible for the
prompt payment of all or a portion of the amount due
the reporter. If the supreme-ecourt-adminiserator
department, in accordance with [section 2], pays none or
only a portion of the amount due, the county shall
pay the balance upon receipt of a statement from the
reporter.

(3) If the judge requires a copy in a civil
case to assist him in rendering a decision, the
reporter must furnish the same without charge therefor.
In civil cases, all transcripts required by the
county shall be furnished, and onlv the reporter's
actual costs of preparation may be paid by the county.

(4) If it appears to the judge that a defendant in
a criminal case is wunable to pay for a transcript, it




shall be furnished to him and paid for by the state
in the manner provided in subsection (2) to the extent
‘funds are available. The county shall pay the remainder
as required in [section 1].""

Section 8. Section 10, Chapter 680, Laws of 1985, is
amended to read: ‘

"Section 10. Section 46-8-201, MCA, is amended to
read:

"46-8-201. Remuneration of appointed counsel. (1)
Whenever in a criminal proceeding an attorney represents
or defends any person by order of the court on the ground
that the person is financially unable to employ
counsel, the attorney shall be paid for his
services such sum as a district court or justice of the
state supreme court certifies to be a reasonable
compensation therefor and shall be reimbursed for
reasonable costs incurred in the criminal proceeding.

(2) The expense of implementing subsection (1) is
chargeable as provided in [section 1] to the county
in which the proceeding arose, the effiee-of-supreme
eoure-adminiserateor department of commerce, or both,
except that:

(a) in proceedings solely involving the violation of
a city ordinance or state statute prosecuted in a
municipal or city court, the expense 1is chargeable
to the city or town in which the proceeding arose; and

(b) when there has been an arrest by agents of the
department of fish, wildlife, and parks or agents of the
department of justice, the expense must be borne by
the state agency causing the arrest.""

-

Section 9. Section 15, Chapter 680, Laws of 1985, is
amended to read:

"Section 15. Section 46-15-104, MCA, is amended to
read:

"46-15-104. Expenses of witness., (1) When a person
attends before a magistrate, grand jury, or court
as a witness in a criminal case upon a subpoena or in
pursuance of an undertaking, the judge, at his
discretion, by a written order may direct the clerk of
the court to draw his warrant upon the county
treasurer in favor of such witness for a
reasonable sum, to be specified in the order, for the
necessary expenses of the witness.

(2) According to procedures established by
the supreme---coure--admintstrater department of
commerce under [section 2(1)], the clerk of district
court shall submit to the supreme-coure-administrater
department a detailed statement containing a 1list of
witnesses and the amount of expenses paid to each by the
county. Upon receipt and verification of the statement,
the admimiserator department shall promptly reimburse
the designated "~county for all or a portion of the cost




of witness expenses. The county shall deposit the amount
. reimbursed in its general fund unless the county has a
district court fund. If the county has a district court
fund, the amount reimbursed must be deposited in such
fund."" s

Section 10. Section 16, Chapter 680, Laws of 1985, is
amended to read: -

"Section 16. Section 46-18-235, MCA, is amended to
read:

"46-18-235. Disposition of money collected as fines
and costs. The money collected by a court as a result
of the imposition of fines or assessment of costs under
the provisions of 46-18-231 and 46-18-232 shall be paid
to the county general fund of the county in which the
court is held, except that:

(1) if the -costs assessed include any district
court expense listed in [section 1], the money collected
from assessment ‘of these costs must be paid to the
supreme-court-adminiserater department of commerce for
deposit into the state general fund to the extent the
expenses were paid bv the state; and

(2) if the fine was imposed for a violation of Title
45, chapter 9, the court may order the money paid into
the drug forfeiture fund maintained under 44-12-206 for
the law enforcement agency which made the arrest from
which the conviction and fine arose.""

Section 11. Appropriation transfer. The general fund
appropriation to the Supreme Court for state funding of
certain District Court operations contained in item No. 4
of the Judiciary budget as contained in House Bill 500,
L. 1985, is transferred to the Department of Commerce.

In accordance with such transfer, the spending authority
of the Supreme Court is reduced $3,170,633 for fiscal
vear 1986 and $3,152,873 in fiscal year 1987, and there
is appropriated to the Department of Commerce from the
general fund $3,170,633 for fiscal vear 1986 and
$3,152,873 in fiscal vear 1987 for certain District Court
operations."

Renumber: subsequent sections

4, Page 3, line 4,
Following: "approval"”

Insert: ",

Following: "and"
Strike: "applies"
Insert: "sections 1 and 2 apply"

5. Page 3, line 6.

Following: "1985"

Strike: "it applies"”

Insert: "sections 1 and 2 apply"



6. Page 3, line 9.

Following: " (2)"

Strike: "This act terminates"
Insert: "Sections 1 and 2 terminate"

PC3/LC1AMEND
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b-R7-85
MONTANA 1802 11th Avenue

Helena, Montana 59601

. ASSOCIATION OF June 27, 1935(406) 442:5209
COUNTIES

Dear Legislators:

In response to Representative Marks' letter of June &5,
1985 I feel the following points need to be wmade. He has raised
several issues relative to his proposal to fund District Courts
and Motor Vehicle State Reimbursement from the Beneral Fund
and by stopping distribution of the General Services Block
6rant monies. I would like to comment on these issues:

1. Representative Marks has indicated that the legisl-
ature should consider-repealing SB 142 as passed by the 43th
Legislature. I wish to point out that SB 142 is linked to
SB 25, the District Court Funding bill and if SB 142 were to
be repealed it would negate or repeal SB 25. Before any action
on SB 142 is taken relative to its possible repeal this issue
would have to be explored and SB 25 in all likelihood amended
80 as to not be tied directly to the passage of SB 142.

2. The proposed repeal of HB 870 must be weighed in light
of projected revenue. It should be noted that HB 870 provides
revenue to the Benaral Purpose portion of the local government
block grant program, and for all intents and purposes under
provisions set forth in HB 500, there will be no Gereral Services
Block Grant in the coming biennium due to the cap that was
placed on it.

3. Representative Marks further proposes amending Section
7-6-309(4) of the Montana Code Anmotated to stop distribution
June 30 of approximately $2 million into the Block Grant
Account. It should be noted that the $2 million is an allocation
to the General Services portion of the Block Grant and as such
has been anticipated by municipalities and counties throughout
the state based upon correspondence from the Community Develop-
ment Division of the Department of Commerce in June of 1984.

In that correspondence it was pointed out that "in the coming
fiscal period, FY 835, there will only be one General Services
payment, June 30, 1985. There has been some confusion the

past few months concerning in which fiscal year this revenue
should be accounted. Recent discussions with the Montana Rssoci-
ation of Counties and the League of Cities and Towns has resulted
in agreement that the June 30, 1985 payment should be counted

as revenue for FY 85." In this correspondence, local governments
were advised to anticipate approximately $1.987 million of
non~-tax revenue.

MACo



Legislators
June 27, 1983

1

This action was necessitated by virtue of the need to anticipate
the revenue in the actual fiscal year in which it would be
received, June 30, 1985, i.e. FY 85,

As a consequance, the proposal to amend Section 7-6-309(4),
MCA, to stop distribution of the approximate $2 million of
FY 1985 surplus would have the resulting effect of leaving
local jurisdictions with a $2 million shortfall in their FY
‘8% budget that would have to be made up by increased levies
in FY'86. g

In making these points I would hope that the legislature
would act expeditiously on SB 142 and restore the inflation
factor as identified as our best solution., It may be acceptable
to repeal HB 870; however, I think I would speak in opposition
to any effort to repeal SB 142 because of its link to SB 25,
and further, would have to protest any diversion of the $2
million "supposed” surplus in the block grant account. These
are new issues unrclated to the error in SB 142, pecrhaps beyond
the limited scope of this special session,.

Sincerely,

Conelrre M

GORDON MORRIS
Executive Director

GM/mrp
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STANDING COMMITTEE REPORT

............... Juse 28 B8
MR. PRESIDENT - ‘
We, your camrmttegonm ................................................................ e e
having had under consderatmnmm .......... No....; ...........
fivet reading copy { __waite "

color

THAY THE INFLAYION COMPUTATION DORS WOT APPLY 70 THE DISTRICY
COURT FER; AMENDING SECYION 2, CRAPTER 683, LANS @F 1983; amp
FPROVIDING AN EPFECTIVE DATE AND A TERMINAYTION DAYE.®

Respectfully report as follows: That.................. R IREAYR. BXILL. ... No..X........
bs amended as follows:

e

1. Title, line 7.

Pollnwing: “PERy” .

Insert: *TRANSPERRIRG TEE ADMINISTRATION OFSTATE PUNDING
POR DISTRICY COURTS PEOM THR SUPRENE COURY TO THY
DEPARPEENT OF CONNERCH; APPROPRIATING 20 TER DREPANTNENT
OF COMMERCE PUNDING POR THR SPTATE PUNDING OF DISTRICY
COURTS; DELETTHC THE FUNDING FROM TRE SUPRENE COURT
BROGET *

2. Ttla, line 8,

Pollowing: “1945°

Ingmrt: *,SRCPTIONS 1 TAROUGH %, 16, 15, AND 16 GF CHAPTER
€80, LAYS OF 1988

3. Page 3, line 2,

Pallowing: line 1

Inxarc: *Sectisxz 3. Saztion 1, Thapter 680, Laws of 198%, ie
amandsd Lo read:

*Ssovion 1. State azzumption of certain districs
court espensss. {1} Rffertive July 1, 1983, the state
shall, ©o ths extent that wmonary {ie appropriatad,
Tund the following distriet court azpenses in criminal
enses mlys

{a) salavia® of court reporters;

(b} transeripts of procsedings:

{e) witness fans and necesssrvy axpansesg

() iuror feesp

o {a) indigant &nfanse; and
{£} pavchiatric examinations.

Chairman.



Page 2 June 28 1985

(2) The suprems-couri-aduinistratery-under-tha

' h‘l!'.‘llﬁl‘*th‘~-!"E‘.Q-00!!§-lad de tmant of
“_ ‘ " consultatin with the district judges for

al district, shall include within the

seprems--geurtis department's biennial badget request
to the legislature a request for funding the expenses
listed in subsection (1). .

(3) If money appropriated for the expenses listed in
subsection (1) 1is insufficisnt ¢to fully fund thoss
expenses, the county is responsible for payment of the
balance. If no monevy is appropriated, the county is
responsible for paymesnt of all expenses.”

Section 4. Section 2, Chapter 680, Laws of 1985, is
amended to read: -

®"Saction 2. Fiscal adninistration for payment of
court expenses, The supreme-eourt-administrater
department of commerce shall:

{1} establish procedures for disbursement of
funds for payment of district court expenses listed ia
{section 1], including prorating of those funds if
they are (nsufficient to cover all expenses listed in
{saction 113 ‘ '

(2) in-~consuitation--with-the-departuent-of
cemmereey develop a uniform accounting system for use by
the counties in reporting court expenses at a
detailed level for budgeting and auditing purposes; and

(3) provide for annual auditing of district
court expenses to assure normal operations and
consistency in reportiang of expenditures."”

Section 5. Section 3, Chapter 680, Laws of 1985, is
amended to read:

*Section 3. Reimbursement for Juror and witnass
feex, According ¢to proceduras established bv the
supremne--ecourt-~-administrator department of commerce
under [section 2(1)], each clerk of district court
shall submit ¢to the suprems--gounrt--adninistrater
%ingrtnnnt a detailed statemant containing a list of

tnesses and jurors for criminal casees only and the
amount of per diem and mileage paid to mach by the
oounty. Upon receipt and verification of tha statement,
the aladinistrator department shall promptly reimburse
the designated county for the cost of witness and juror
faen on a full or prorated basis in accordance with
[section 2], The county shall deposit the amount
reimbursed in its general fund unless the countv has a
district court fund., If the county has a district court
fund, the amount reimbursed must be deposited in such
fund,.*

STATE PUB. CO. ’ Chairman.
Helena, Mont. .



Page 3 June 28 ... 19..88....

. Sectiomn §. Section 4, Chapter 680, Laws of 1985, is
amended to read: ,

: -*fSlection 4. BSection 3-5-602, MCA, is amended to read:

-#3«5-482. Salary and expenses -- apportionment. (1)

Each reporter is entitled to receie a bise annual
salary of not less than $16,000 or more than $23,000
and no other compensation except as provided in
3-5~-604. The salary shall be set by the judge for whom'
the reporter works. The salary 4is payable in wmonthly
installments out of the gensaral funds of the counties
comprising the district for vhich the reporter is
appointed and out of an appropriation made to the
suprene-ecurt department of commerce as provided im
suhsection (2).

(2) The supreme-court-aduinistrater department of
commerce shall determine the total number of civil and
criminal actions commenced in the pr'cndiaq year in
the district court or courts in the judicial
district for which a reporter is appointed. The state
shall pay {ts portion of the reporter's salary
based on the proportion of the total number of
eriminal actions commenced in the district court or
courts in the district and the amcunt appropriated for
that purpose, Each county shall pay its portion of the
remainder of the salary based on itz proportion of the
tatal number of civil and criminal actions commenced in
the district courts in the district. The judge or judge=
of the district shall, on January 1 of each vear or as
soon thereafter as possible, apportion the amount of
the salary to be paid bv each countv in his or their
district on the basis prescribed in this subsection,
The portinn of the salary pavable dbv a county iz a
district court expense within the meaning of 7-6-2351,
7-6~2352, and 7-6-2511.,

(3) In judicial districts comprising more than one
county, the reporter is allowed, in addition to the
salarv and fees provided for in subsaection (1), hie
actual and necessary travel expenses, as defined and
provided in 2-18-501 through 2-18-503, wvhen he goes

~ om official business ¢to a county of his Judicial
district other than the county in which he resides, from
the time he leaves his place of residence until he
returns thereto. The axpenses shall be apportioned and
pavadle in the same way as the salary.”"

Saction 7. Section 5, Chaptar 680, Lawn of 198%, is
amended to read:

*Seaction 5. Section 3-5-604, MCA, is amended to read:

*3-5-604. Transcript of proceedings. (1) Each
reporter must furnish, upon request, with all
reasonable diligence, to a party or his attorney in a

....................................................................................................

STATE PUB. CO. . Chairman.
Helena, Mont.



onse 19 which ha hasz attended the trial »r bearing s
. ' from his etenographic notes of the
tepkinony aad proceedings nf the trial or hearing ora
part thereof, upor pavesnt My the person requiring the
sama oFf $2 per page Inr the original transervipe, %0
cants per page for the first copy, 23 cent: per page
far sach additional copy. "
4] T¢ ¢he ecountv attorney, attorney general,
or Jjwdge reguires & traascoript in a crimsinal case, *tha
reportar iy entitisd vto his fess thevefor, imt h@ must
farnish {t. Spon farnishing {t, he shall rece
caortificate far tho sum to whisch he in anti,}aa The

raporter shall submit the cartificate to the supreme
sonre-——adninintvatsr--hs rrement af coumeros which,
in accerdaace with [sect{cn 2], (s responsible for the

prompt paveent of £11 or a ptrtiaa of the amount dus
the vwaportsr. ¢ the suprone-conrt-adninketvetbor
ggggggu'at, in accdordance with (zection 2), pavs none or
enly 8 portion of the amount dua, the onmmty shall
pay the MhHalomes upor veceip: of 3 ztatement from the
reparter. : _
{3 If the 4udgs vequires a copy in 2 cdvil
casa t5 axsist him in rendering a decision, the
reportar wast fuarsieh tha same withount charge therefar,
Tn ecivil caseaz, #ll transcripts regquired by the
cognty zhall ba  fursishad, and only the reporter's
actunl casts of preparstion may be paid By the county,
{(4) If it appears to the fudge that a deafesdant
in a criminal cs20e iz unsble to pav for a transcript, it
shall he furnizhed to him and patid for br the stats
in the mnanmer drovided in sudsection {2) te the exient
funds are avallable, The rcunty shell p&?\th& roms iadar
a3 reguived in {section 1].7*

Snction B, Section 10, Chapter £8¢, Laws oF 1983, (s
amiendad ta read: '

*Saction 18, Saction 46-8-201, MCA, (s» amended to
reasd:
*46-8-281, Rosmnaratisn of appeinted counsel., (1)
Whesever in a criminal procesading an attornev rapresantas
or defands anv person by order of the court sm the grognd
that the parson {s fisancially msnable ¢to asy!ey
qounsel, the sitarnevy shall bhe paid for his
nervices sush sum az 3 distriet court or Jfustice of the
state suprame court certifies o bes a2 veaasomablas
compensation zherafor and shall Be reimbursed for
raagsonable conts incurred (n 2ha crimiaal proseeding.

(2} ™» expange 27 {splementing subsection (1} (=
chargeadble ax nrovidad in (section 11 to ¢the county
in vhich the proceeding arose, the effice-af-euprame



Fage S

ssnrt-elnintesrater éqpartmat 2f commerce, or hoth,
anvept that:

ta) in proceadings selely iavelving the viclation of
& ety oxdissrce or state statuts prowecuted in »
manicipal or oity court, the ewpense 'is chargeadle
tn the city or town in which the procesding arosey avd

(b} vhen thare has been an arrest by agents of the
dopartaant of fish, wildlifa, and parks or sgents of the
dapartment of justice, the saxpense must de borne br
the state agency caasing ths arvest.,””

Section 9, Saxtion 15, Chaptar €20, Yaws of 1988, is
swended to read:
*Section 5. Saction #6-15-104, WCA, is mmended to
reads ‘

*4§6-13-184. Expanves cf witnsezs. (1) Whon & persoan
atctands Defore a magistrate, grand dary, or court
A% & witness i{n. & criminal case uwpons a 2udpoens eor in
pursuance of an undartaking, the judge, at Me
discrstion, by & writter ovdsr may direct the clevk of -
tha court to draw his wvarrant spon the comaty =
trazourar in favoer of sweh witnegs for » o
reasanable sugm, 2o be specified (n the order, for the -~
noecescary sypenses nf the witaass, '

£33 Azcording %5 procsdures astabhlished bHv
the suprape~-—ecsart--asdninistrator Ttment of
commarce under [sectinn 2(1)], the clerk of district

ceart shall sudbmit to the sepreme- ‘

g_?&r_t_gnnt a datziled statewent containing a list of
witaesses and tha amount of expsnsaez paid to each by the
copnty, Upon receipt and verification of the statement,
the adnintssrater dopartment shall prowptly reisburse
the desiguated commty for all or a portiem of the onet
of witnons sxpansas, The coantr shall dsposit ths asomnt
reimbursed (n {tz genaral fund uzless the county has a
district court fund. ¢ the county has 2 dintrickt comre
fund, ths amount rsiadbuarsed mast be deposited {n such
fand., " *

.Seoties 10. Section 16, Chaptar 680, Laws of 1985, is
muﬁaﬁ:

*Section 16. Seciion 46-18-235, NCA, iz amended to
roads
' “36-18-23%. Dispasition of acner collectad as fines
snd costs. Ths sonev collested by a court as a result
of the imposition of fines or assasament of costs under
tha provisions Hf 46-18-231 xnd §6-18~-232 chall bda paid
to the countv general fund of the couniv {a whish the
court {2 held, except that:

{13 12 ¢ha coste assusesd incladn any &istriet
cogrt expsnse ilsted in (mection 1], the money collected



’m & mz‘ ................ 19“

from sssessment of thage costs must ba pald to the
Suprane-couret-sduinisisatar department of commarcs for
mu: imgo the state guneral fund to the exten: tha
wara paid by the stat&z and

3 1? the five was imposed for & vioclation of Tizle
45, chaptar §, the c~oart may arder the moner paid into
the drug forfeiture fund maintained wnder 44-312-206 for
the law snforcement agency whish made the arrast frowm
which the =omviction and fina arose,.*”

Section 11. Appropriztion transfer. The general fund
sppropriation to the Supreme Coare for state funding of
enrtalin District Court operations contatned in item Yo, ¢
of the Judiciary budyge: ae contalned i{n Fouse Bill 560,
L. 1988, is tranzferr=d to the Department of Cammerse,

In accerdance with such transfer, the spending authority
nf the Seprems Cnurt (s radaced $3,178,633 for {iscal
yarr 1986 and $3,152,873 ir fincal vear 1987, and thers
i« appropriated tn the Department of Commerce from ¢the
ganaral fand $3,170,6323 for fiscal year 1986 snéd
$3,152,873 in fieenl veaxr 1987 for cevrtain nistri¢e.cni!t
aporx’inna.

Reanumber: subseguent. sactionw

": ?m 3¢ Xiﬂﬂ &4,

¥sllowing: “epproval®

Insert: *,%

allowing: “and”®

Seriker "spplies®

Tneert: “sagtions 1 and ? apple”

5, Page 3, line 6,
?a!lauiaq: rie98"

Serike: “ir ampliez”
rgsartg 'aaetigaa 1 and 2 apolys

€. Paga 3, line 2.

¥olleomings *(2}°

Strike: “This aet terminstes”

Inserts *Sectionr 1 and ? terminate”

PCI/TCLANEND
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