MINUTES

MONTANA HOUSE OF REPRESENTATIVES
51st LEGISLATURE -~ REGULAR SESSION

SUBCOMMITTEE ON GENERAL GOVERNMENT AND HIGHWAYS

Call to Order: By Chairman Quilici, on January 30, 1989, at 8:11
a.m,

ROLL CALL

Members Present: All members were present with the exception of
Sen. Stimatz.

Members Excused: Sen. Stimatz.
Members Absent: None.

Staff Present: Clayton Schenck, LFA
Pam Joehler, LFA
Flo Smith, OBPP
Mike Walsh, OBPP
Mary Liedle, secretary

Announcements/Discussion: Rep. Quilici announced the committee
would continue executive action on the Department of Justice
and then begin the hearing on the Department of Revenue.

DISPOSITION OF DEPARTMENT OF JUSTICE
Tape No. 38A

MOTOR VEBICLE REGISTRAR

Motion: Rep. Nisbet moved to approve printing costs of $46,199
in FY90 and $43,738 in FY91.

Discussion: Sen. Regan asked if any consideration had been given
to printing the license renewal forms on plain paper since
the increase in printing is related to the new paper. The
agency responded that the paper is just a plain white sheet
with the State of Montana on the back with the instructions.
It is a very cheap paper but they still have to go with what
the bid price is so they are stuck with whatever the price
of paper is out there. Rep. Swysgood asked about the fact
that the forms are in triplicate and the individuals were
only getting one copy and being told they had to photocopy
their own second copy and the other copies were being
discarded by the department. Mick Robinson said that it is
mandated in the statutes that the county treasurers provide
two copies to the applicant. There is one copy to be
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maintained in the files by the county treasurer. Regarding
the increase in cost Mick Robinson told the committee one of
the reasons for the increase is the larger form which is a
necessity due to the number of fees that are now included on
the registration form. The price increase that took place
amounted to an 84.9% increase in the cost of that form. The
printing of Montana and the instructions on the back of the
form are not a large part of the increase. The paper
itself, the larger form and the increase in the cost of
paper, constitute the large cost increase.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

Discussion: There was discussion regarding the agency's request
for an increase in postage. Mick Robinson said the FY88
base level was a low year. The postage meters were not
filled at the end of the year because of the budget
constraints for that year and so there was a carry over
postage cost from FY88 into FY89. Therefore, the base level
on which the FY90 and FY91 dollar amounts were based was
artificially low. Sen. Regan asked what the postage
allotment has been each year historically and how much is
included for this year. Clayton Schenck said prior to FY87
postage had run an average of $160,000. In FY88 they were
appropriated $166,000 and expended $150,000. Right now
there is $174,000 in FY90 and $168,000 in FY91 because of
the allowance for the postage increase and for the increase
required for the vote registration.

No Action Was Taken.
LAW ENFORCEMENT SERVICE ADMINISTRATION

There were no issues in this program. The committee already
passed the LFA current level budget. No other action was
taken.

COUNTY ATTORNEY PAYROLL

The committee already passed the LFA current level budget.
No other action was taken.

LAW ENFORCEMENT ACADEMY

Motion: Sen. Regan moved to approve ammunition at a cost of
$1,161 each year of the biennium.

Discussion: Marc Racicot said the ammunition expense would be
the same except that they had a large inventory of
ammunition stored and they didn't make a supplement each
year with the ammunition purchase, they just ran off the
inventory that they had. Rep. Quilici commented that if
they run out of ammunition they will not be able to properly
train officers.
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Amendments, Discussion, and Votes: The motion PASSED
unanimously.

Motion: Sen. Regan moved to approve $6,037 for coroner training.

Discussion: Sen. Regan asked if you have to be an M.D. to be a
coroner. Marc Racicot- said no, there are no qualifications
except being a resident of the county. They do have
responsibility for investigating all deaths in the county.

ARmendments, Discussion, and Votes: The motion PASSED
unanimously.

Motion: Rep. Nisbet moved to approve $8000 each year of the
biennium for a photocopier lease.

Discussion: There was brief discussion regarding the agency's
testimony that their current copier is no longer working and
it would be cheaper to lease a copier than buy one. Also,
by leasing if they find the copier doesn't suit their needs,
they can exchange.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

Discussion: Rep. Quilici asked if the contracted services
request is for an increase in food service charges at MSU.
Clayton Schenck said that was correct. The Law Academy is
next door to MSU and they do utilize MSU food service to
feed the students. They are estimating an increased charge
by MSU. Rep. Quilici asked if there has been an increase
yet. Clayton Schenck said the level for LFA is based on
FY89. There wasn't a firm commitment that there would be an
increase.

No Action Was Taken.
FIRE MARSHAL PROGRAM

Motion: Sen. Regan moved to approve Uniform Code training to be
paid for with user fees at $7000 each year of the biennium.

Discussion: Rep. Quilici asked if this would just be
authorization to use user fees. Marc Racicot said that was
correct. Rep. Quilici said there are a number of fire
departments that have no idea about the codes of firemen
themselves and if they go in and check a building at least
it trains the fire fighters to recognize what is supposed to
be in the codes.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

Discussion: The committee discussed the issue of contract fire
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deputies. Rep. Swysgood commented that this would be
completely general fund and it would be difficult to approve
it at this time even though they do need it. Marc Racicot
told the committee that they are required to inspect all
public buildings including schools and the university system
every twelve months. The fire marshal has to inspect all
commercial public buildings every eighteen months. There
are six people to do that and they are also responsible for
investigating arson and for being involved in training of
the department. That's the reason for this request. It
would allow them to contract with local fire marshals around
the state to perform these inspections of public and
commercial buildings.

No Action Was Taken.
IDENTIFICATION BUREAU

Discussion: The agency presented two modified requests. One for
an automated fingerprint I.D. system at a cost of $466,000
for the biennium and one for an alternate light source for
$12,200 for the biennium. Sen. Tveit asked what the
automated fingerprint system does. Marc Racicot said it's a
computer enhanced identification system that ties the
department in to 10 western states and gives them access to
comparison to 16 million prints. Sen. Tveit asked what we
have now. Marc Racicot said we have a system where the
fingerprints that we collect are virtually useless unless
they have a suspect to match them to because they can't
manually search 80,000 prints and come up with a suspect.
There was discussion about the fee bills that, if passed,
could create revenue for these sorts of front line services.
The committee suggested the department present this request
to the full Appropriations Committee.

No Action Was Taken.
CRIMINAL INVESTIGATION PROGRAM

Motion: Sen. Regan moved to approve the addition of 1 FTE
criminal investigator to investigate workers' comp fraud
cases to be funded through state special revenue.

Discussion: Rep. Nisbet said he would like to add boilerplate
language to read "the work of the workers' compensations
fraud investigator position shall include investigations of
both employee and employer fraud cases".

Amendments, Discussion, and Votes: Sen. Regan amended the motion
to include the boilerplate language requested by Rep.
Nisbet. The amended motion PASSED unanimously.

Motion: Sen. Tveit moved to approve 1 FTE general investigator
at a cost of $91,215 for the biennium.
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Discussion: Marc Racicot explained there are three different
branches of investigation sections in the office. One is in
Billings investigating drugs, one is in Missoula
investigating drugs and the remainder of the four
investigators are spread throughout the state. Virtually
every major case is investigated by the criminal
investigation bureau. There is so much demand and so much
overtime being engendered and they cannot even come close to
keeping up with the demand on those people for their
professional services. When there is a homicide like the
one in Boulder with the Duffys or the mountain men or
wherever it is, these people have the ability to take it
from top to bottom. They are on the same level as an FBI
agent as far as training is concerned and competence and
their services are constantly in demand. The department
cannot supply the people for every request.

Amendments, Discussion, and Votes: The motion PASSED with Rep.
Swysgood voting nay.

Motion: Sen. Tveit moved to approve $9274 each year of the
biennium for increases in operating expenses.

Discussion: Clayton Schenck said this was removed from LFA
current level because it will require an increase in general
fund because the federal funds have been removed. Marc
Racicot said that last fiscal year the department needed
$39,949 in operating costs to run the bureau and the
allocation for the coming year is below that by about $9300.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

SPECIAL INVESTIGATION -~ EAST

Discussion: The LFA current level budget was already approved.
No further action was taken in this program.

SPECIAL INVESTIGATION - WEST

Motion: Rep. Swysgood moved to approve $17,000 each year of the
biennium for investigative purchases.

Discussion: The agency was requesting an increase of $30,000
each year for "buy money". However, they told the committee
that $13,500 could be removed from the budget each year in
the area of vehicle rent. The committee chose not to remove
the $13,500 and decrease the amount of the requested
increase. Marc Racicot told the committee there is $30,000
in the budget for "buy money" each year of the biennium.
However, in the first year of operation of the unit in
Missoula there were 89 cases, they seized $2.25 million in
drugs, had 143 prosecutions and 1300 samples submitted to
the lab and they spent that $30,000 plus another $30,000
received from the DEA in the first six months of operation.




HOUSE SUBCOMMITTEE ON GENERAL GOVERNMENT AND HIGHWAYS
January 30, 1989
Page 6 of 12

So, there is some money in the budget and they expect to be
able to rely upon DEA a little bit but the money goes rather
quickly. They try not to let money go. They do a great
deal of buy busting and retrieve the money but sometimes
when you're working up it necessitates letting a few hundred
dollars go when you're buying cocaine.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

CENTRAL SERVICES DIVISION

Motion: Rep. Swysgood moved to go to state special for funding
for this division.

Discussion: This would change the funding from full general fund
to a proprietary fund operation. This would allocate the
costs of the central services program to each of the 21
programs receiving the services. Those program allocations
are paid from fund sources of each program. Since the
Department of Justice is only funded 24% by general fund, a
significant amount of the central services cost is shifted
from general fund to state special revenue. That results in
a general fund savings of over $500,000 for the biennium,

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

DATA PROCESSING DIVISION

Motion: Rep. Swysgood moved to approve communication user fee
increase for NLETS of $2400 each year of the biennium and
$28,150 in each year for replacement of terminals and
printers to be funded by state special revenue.

Discussion: Marc Racicot told the committee all of the new
terminals and the replacement of o0ld terminals and printers
would be paid for by the increase of user fees. The fees
would not increase by more than $50 per month which
shouldn't be too big a burden on the agencies paying the
fees.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

Motion: Sen. Regan moved to allow 7 new users at a cost of $9000
in FY90 and $12,600 in FY91 for contracted services.

Discussion: This would allow the agency to add additional law
enforcement agencies they are currently negotiating with for
the CJIN network. Without the funding they would not be
able to add the new users. With the new users maintenance
costs will also increase. Rep. Quilici said that in the
event these users don't come on, the funds won't be used.
This is something the local law enforcement people really
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need.

Amendments, Discussion, and Votes: The motion PASSED
unanimously.

DE-EARMARKING OF MOTOR VEHICLE ACCOUNT

Discussion: The committee discussed the possibility of de-
earmarking the motor vehicle account as it is running in a
deficit. Marc Racicot said it doesn't really relate to the
areas it is funding and they should compete for general fund
money. This would take a committee bill.

No Action Was Taken.

HEARING ON DEPARTMENT OF REVENUE
Tape No. 40A

Presentation and Opening Statement: Pam Joehler gave an overview
of the department. The Department of Revenue is responsible
for the collection and enforcement of approximately 31 state
taxes and fees. It is also responsible for regulating the
sale and distribution of alcoholic beverages in Montana.

The department is organized into the Director's Office and
eight operating divisions. Pam presented a handout
outlining the major budget issues in each program within the
department. (See exhibit 1)

Mike Walsh said there are some differences in modification
recommendations from the executive office based on
differences between the Schwinden budget and the Stephens
budget. Those issues will be addressed program by program.

Testifying Proponents and Who They Represent:

Ken Nordtvedt, Department of Revenue
Jack Ellery, Department of Revenue
Jon Meredith, Department of Revenue

Proponent Testimony: (40A 8.29) Ken Nordtvedt, Department of
Revenue, outlined the major goals of the department. The
first goal is to create a better relationship with the
taxpayer. This would involve maintaining timely refunds and
responding to taxpayer inquiries regarding problems with
understanding what the taxes are or figuring the taxes. He
would like to get away from "taxation by litigation". He
would like to create a taxpayer's ombudsman, a person who
would represent the small taxpayer not represented by an
attorney. This person would help to reconcile tax problems
more promptly and effectively for the taxpayer. The second
major goal is to undergo a major review of rules and
rulemaking in the area of tax law. Thirdly, it's important
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to complete the reappraisal cycle that's now underway. Mr.
Nordtvedt also wants to start the design of a new
reappraisal cycle that is economic to implement and is
accurate. The fourth goal is to continue making the
Department of Revenue operation more efficient and modern
with the planned and intelligent use of computers and more
automation where it's relevant and makes the operation more
cost effective. Mr. Nordtvedt also addressed the need for
reinstatement of the economist III position within the
research bureau of the data processing division which was
deleted by the full Appropriations Committee on January 10.
The department will have increased future responsibilities
to work with the Governor's Revenue Estimating Advisory
Council. In the future the staffing for this council will
be shared between the OBPP and the Revenue Department. The
natural source for the department helping the council would
be the research bureau and people of the type of this
economist III position would fill. The department is down
to two people with expertise in estates in the inheritance
tax collections. Mr. Nordtvedt said it would be very
dangerous to get down to only one person with expertise.
There should be one senior person and one slightly junior
person., If you just have one person and that person should
resign and go to other duties the state would have to
reassemble an inheritance bureau with no person with ongoing
experience as to how the state has been operating. It's
very precarious to be operating with less than two in that
area. When the last legislature passed HB436 to give the
department the duties of a sales assessment analysis, the
funding was delayed for a year but it was important to start
right away to get done on time. So, FY89 money was spent in
FY88 and the department had to absorb some of the costs
internally. There is a limit to the number of new
responsibilities a department can take on and fund
internally. They need to be fully funded for HB436
activities. Similarly, when the department took on the
accommodations tax responsibilities they were not fully
funded. 1In the child support enforcement bureau, they are
under monthly pressure from the federal government to
improve compliance to certain standards of performance. The
administration will be thinking through moving the child
support enforcement bureau to either SRS or the Attorney
General's office where it might be more appropriate. This
could be done by executive order. Mr. Nordtvedt does not
think it's in the most appropriate place.

Testifying Opponents and Who They Represent:

None.

Questions From Subcommittee Members: (40A 23.30) Sen. Regan:
I'm a 1ittle concerned about the child support. I think it
was put in the bureau with the idea that when they fell
behind child support you could take it out of their income
tax. Shouldn't it all be together? 1It's a financial
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function, certainly it doesn't belong over in the AG's
office.

Ken Nordtvedt said the bureau has many functions. What's
becoming more important is determining paternity. The
functions under federal pressure are broadening daily and
monthly and they've gone way beyond simple collection of
already established obligations of delinquent parents. The
State Auditor is contemplating a centralized computer cross
correlation of all bad debts and delinquencies before any
state warrants are issued. If this transition takes place
we will have a more efficient way to cross correlate, not
only tax refunds but other kinds of state warrants being
paid to individuals and things like delinquent child support
payments. If you look at the responsibilities the child
support enforcement bureau is currently taking on, it has
gone way beyond the function of just trying to collect
delinquent child support by correlating it with tax refunds.
It's much more extensive,

DIRECTOR'S OFFICE

(40A 26.18) Jack Ellery, Deputy Director for Operations,
presented the program's budget. The agency has no
significant budget issues with the LFA recommendations.

CENTRALIZED SERVICES DIVISION

(40A 27.59) Jack Ellery presented the budget. The agency
only has one issue in this area which is the removal of 2.5
FTE by the Cobb motion in the full Appropriations Committee.
The department would not object to the elimination of 1.5 of
those FTE because they have been historically used for
vacancy savings. The .75 FTE is a critical position.
Although it hasn't been filled it has been fully utilized
over all the fiscal years. Mr. Ellery presented
documentation to illustrate what the problem is. (See
exhibit 2) This position is used for opening mail and
numbering documents during the peak processing periods of
income tax.

Questions From Subcommittee Members: (40A 34.08) Rep. Swysgood:
You're indicating to us that the .75 position is essential
and we've got three positions here. In the monetary end of
eliminating the 1.5 and keeping the .75, how does the cost
come out compared to what we're showing here for the three
positions.

Jack Ellery said the other two positions are held open to
meet the vacancy savings requirement. If there is no
vacancy savings requirement, there is no need for those
positions.

DATA PROCESSING DIVISION
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(40A 35.06) Jack Ellery presented the budget. He discussed
the budget issues between the department and the LFA
recommendation. 1) The LFA's recommendation to reduce 3 FTE
was originally 4.67 FTE. The agency met with Pam Joehler
and she agreed to reinstate 1.67 FTE. The LFA is still
recommending the elimination of 3 FTE. One of those is a
mathematical statistician and two are data entry operators.
Currently the division has 59 FTE. The department requested
the deletion of 3 data entry operators as a result of
implementing the new property system. 2) There are also 6
FTE required for HB436. These 6 FTE are not included in the
LFA current level recommendation. There are several
projects the department did not get done due to the required
implementation of HB436. (See exhibit 3) 3) The LFA
recommendation does not fully fund the computer subscription
rate with ISD. The concept that has been used by the LFA is
that subscriptions would not be funded for equipment that
was not specifically authorized by the legislature. 4) The
economist III position recommended for deletion by the Cobb
motion in the full Appropriations Committee is a key
position in the research division. The only reason it has
been vacant is due to other key vacancies within the
department. The deputy director for operations resigned
last April. The research bureau chief assumed those acting
duties. The economist III assumed the acting duties of the
research bureau chief. In the event that the acting
incumbent in the deputy director position is not retained as
permanent, he would move back to the research bureau chief
and the acting would go back to the existing economist
position. That is the reason that the position was left
vacant.

INVESTIGATIONS AND LEGAL DIVISION

(40A 45.58) Jack Ellery spoke on the division. There are
two programs within this division. There is the
investigations program and the legal administration program.
The investigations program is responsible for regulatory
investigations required by state and federal law. These
essentially are involved with alcohol beverage patrol, video
gaming, welfare fraud investigation and cigarette tax
enforcement. The department has no issues with regard to the
LFA recommendation for the investigations program. The
department does have a video poker modification at the
request of the Department of Commerce and at the
recommendation of the Gaming Advisory Council. They are
asking for 4 additional FTE to provide enhanced video poker
and gaming enforcement. The funding for this program is
100% special revenue. There are no issues with regard to
the legal administration program.

Questions From Subcommittee Members: (40A 47.59) Rep. Quilici:
What do video .poker investigations entail?

Jack Ellery said they entail more ability to cover the
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waterfront; more examinations of video poker machines to
make sure that they are legal.

(40B .30) Rep. Swysgood: I see the funding for this is to
come out of the video poker revenues. Is that out of the
current amount of money that you collect or are you
anticipating asking for more administrative revenues to
correspond with this increase in the modified?

Jon Meredith said as far as he understands that is tied to
the gaming commission concept. The gaming commission
concept as originally introduced is now with the Attorney
General's office.

(40B 2.11) Rep. Swysgood: 1In other words this item is tied
directly to whether we pass legislation that authorizes a
gaming commission or not. If we don't pass that legislation
then this is not necessary, is that what you're saying?

Jon Meredith responded that is the way he understands it.
CHILD SUPPORT ENFORCEMENT PROGRAM

(40B 3.54) Jack Ellery described the program. This is a
federal program that is responsible for enforcing and
collecting the support obligations owed by absent parents to
their children and their spouses. It is also responsible
for locating absent parents and establishing paternity. The
program handles two distinct types of cases. One is for the
Aid to Families with Dependent Children (AFDC). That's a
program that is funded out of SRS. All monies that are
collected by the child support program are used to offset
the costs in SRS. The second type of family that this
program helps is for children who are not receiving benefits
from parents who are not participants in the AFDC program.
These cases are called non-AFDC. This program generates
state revenues from three sources; recovered AFDC funds
originally paid by the state, federal incentive payments for
operating a cost-effective system, and any fees the program
may collect as a result of providing a service. The state
is paid a minimum of 6% of AFDC dollars recovered as an
incentive for running a cost effective program. At the
present time there are some serious problems in this
program. Caseloads have been skyrocketing. Federal
requirements have put additional workloads on staff.

(40B 6.39) Jon Meredith discussed the caselocad problem
within the Child Support Enforcement Program. There are
three major reasons the department requested a modest
increase in the amount of operating expenses. First, is the
growing caseload. Secondly, there is federal requirement
for more and more service on each case and more timely
service. Thirdly, and perhaps most important, is the
program's inability to meet current federal audit criteria.
The caseload increase is normal. Every time that the
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caseload is cut back because of some kind of corrective
action plan or federal agreement it has grown right back up
again. The reason for that is because there are referrals
from the AFDC program, there are many non-AFDC applications
which grow as the publicity for the program grows and there
are inter-state cases and the numbers of those are growing.
The federal regulations have been more severely restrictive
as far as case closure criteria. An example is, they used
to be able to do one concerted effort at locating the
individual. If they were unable to do that, they could
close the case. Now federal requirements demand one every
six months, to be done three times. Consequently, the
caseload has begun to grow. Mr. Meredith provided a graph
which he says is a conservative estimate of what the
caseload is going to do in the next few years. (See exhibit
4). Another thing the federal government has done is
require more activity in each case. When the child support
amendments of 1984 were passed, they involved primarily
income withholding, non-AFDC area and paternity
establishment. The number of federal audit case action
areas they were looking at when they came to audit for the
1984 year were 15, The audit the program just went through
in 1987 had increased to 34. They have also been looking at
the cases in finer detail. The department has received
preliminary notification that the program has failed the
1987 audit. They are not failing the audits miserably, but
they are failing. Failure to pass these audits means that
they start taking away AFDC dollars. The first time it can
be from one to two percent. One percent of AFDC dollars
right now means about $271,000 per year. The penalties can
go up to five percent.

ADJOURNMENT

rnment At: 11:57 a.m.

() .2

REP. JOE QUILICI, Chairman

2522.min
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I. Projects that did not get done because of HB 436

1) Business Tax Database -- Statistical sample of businesses for analysis of
impact of major tax changes. The amount of each major business tax would
be included to allow simulations of the impact of major business tax changes.

2)  Refined Withholding Tables -- Withholding tables are historically
reviewed during the peak in HB 436 workloads. A statistician is heavily
involved in the analysis of the performance of the current tables and
analysis of changes in the tables.

3) Analysis of Impact of Federal Tax Reform -- A statistician is required
in the completion of this project. Involves matching of multi-year return
information and analysis of tax changes. Project put off as statistician
"caught up" with other projects delayed by HB 436.

4) Merge IRS data with State individual income tax data --Our existing
individual income tax database lack detail in certain areas. This detail could
be added to the model by merging IRS data (e.g. derivation of net business
and net farm income).

5) Sales Tax Database -- The Bureau has not had time to develop sales
tax databases with which to address key sales tax issues (who pays how
much and how changes in the tax base affect different groups of taxpayers).
These data have not been prepared by anyone in state government as a
result. Are forced to use Legislative Council estimates of yield without a
crosscheck for accuracy.

6) School Finance Data -- No one has information on the composition of
each school district’s property tax base. Without this information it is
difficult to revise the major school funding plans to include the impact of
property tax changes enacted by the Legislature.  Collection of this
information has been delayed and is in the process of being compiled (will
into session).

7) Railroad Tax Rate -- The calculation of the tax rate for railroads was
put off until the last minute because of HB 436 work (requires separate sales
ratio study).
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