MINUTES OF THE MEETING
APPROPRIATIONS COMMITTEE
MONTANA STATE
HOUSE OF REPRESENTATIVES

March 14, 1985

The meeting of the Appropriations Committee was called to
order by Chairman Bardanouve on March 14, 1985 at 8:10 a.m.
in Room 104 of the State Capitol.

ROLL CALL: All members were present except Representative
Thoft, who was excused.

(Tape 8:A:300)

HOUSE BILL 500: "THE GENERAL APPROPRIATIONS ACT OF 1985 FOR
THE APPROPRIATION OF MONEY TO VARIOUS STATE AGENCIES FOR THE
BIENNIUM ENDING JUNE 30, 1987; AND PROVIDING AN EFFECTIVE DATE."

Representative Quilici (358), Chairman, General Government
and Highways subcommittee, presented the budget (EXHIBIT 1).

LEGISLATIVE BRANCH BUDGETS

Legislative Auditor

Chairman Bardanouve (500) asked if some of the current level
budgets are modified requests. C.D. Avery, Administrative
Manager, Office of the Legislative Auditor, said last biennium
they were authorized more full time employees (FTE) to do the
statewide audit, but because the financial statements were not
ready in fiscal year 1984, they did not hire the people until
fiscal year 1985. Therefore, fiscal year 1985 is more accurate
for current level, he said.

(Computer Services)

Representative Donaldson (627) asked about the $25,000 to study
requirements and definition of system needs for an in-house
data processing system (Page 1, Exhibit 1l). He asked of
"in-house" meant just the Auditor's office or Legislative
branches. He said he thought correlation among the Legislative
branches is a necessity. Representative Quilici said the sub-
committee thinks there should be a correlation among the Legis-
lative branches, and in addition, all information services in
the mainframe of computer services.

Legislative Fiscal Analyst

Representative Quilici (669) reviewed the narrative on Page 2
of Exhibit 1.
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(Tape 8:B: )

(Increase in Staff)

Representative Quilici said two additional FTE for analysts

was requested and .5 FTE for a part-time secretary. Representa-
tive Quilici pointed out that the staff worked 4,700 extra hours
in the first six months of fiscal 1985. Representative Waldron

(019) asked if 2.5 FTE will reduce comp-time. Judy Rippingale,

Legislative Fiscal Analyst (LFA), said these 2.5 FTE do not rep-
resent a workload increase but they will help handle the current
workload. Representative Donaldson said it is important to

keep an experienced staff; a person has to be on staff at least

six months to understand the budgeting process.

Representative Waldron (129) asked for a projection of what will
be relieved by the additional 2.5 FTE. Representative Donaldson
said he hopes it will relieve the hours worked plus reduce the
comp-time. He said he could not give an exact figure because
nobody can control what 150 legislators will ask the staff to do.

Representative Menahan (199) asked why the turnover in the staff
is so high. Chairman Bardanouve said they get burned out be-
cause they work long hours and there is much job pressure.
Representative Quilici said the legislators are going to have

to be less demanding of the legislative agencies or fund them
adequately to do the job.

Legislative Council

Representative Quilici (271) reviewed the narrative on Page 3
of Exhibit 1. He said the 34 percent increase in the overall
budget is due to the demands of legislators for services.

(Interim Committee Travel)

Representative Quilici (308) said reducing this item by $88,000
will result in the committees not being able to function. He
said he thinks the subcommittee took too much out of this

item. He said the $10,000 for the Forestry Task Force will not
fund this service; $5,500 is for dues alone. Representative
Bradley (343) said she sat on the Forestry Task Force and she
thought it was "actually quite worthless". Representative Swift,
a member of the Task Force, said this committee works directly
with the policy making people at the top level of the forecst
agencies and involves six states that are heavily involved with
federal ownership of the forest. He supports increasing the
funding.

Representative Quilici reported on the following requests for
interim committee travel and subcommittee recommendations:
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Committee: Requested: Recommended:
Revenue Oversight $ 25,000 $ 15,000
Forestry Task Force 25,000 10,000
Administrative Codes 25,000 15,000
NCSL 78,000 50,000
CSG 56,000 40,000

Representative Quilici said there is $24,000 for interim study
committees, recommended by the subcommittee.

Consumer Council

Representative Quilici (440) reviewed the narrative on Page 4
of Exhibit 1.

He said a Consumer Council opinion or decision has never been
overturned by the court.

Chairman Bardanouve (500) asked if increase above current level
for contracted services is a modified. Representative Quilici

said the $100,000 is line-itemed for unanticipated cases because
during the last biennium there were more hearings than anticipated.
He said any unused monies will revert and by reverting, the
Department of Revenue will lower the consumer tax to the regulated
entities, and this will be added to the next fiscal year. The

.6 percent is the current tax and should remain the same.

Environmental Quality Council

Representative Quilici (528) read the narrative from Page 5 of
Exhibit 1.

Representative Spaeth (553} asked why the increase of $28,000

in personal services. Representative Quilici said the current
level is based on last biennium's meetings and some members of

the committee did not make it to all the meetings. The increase
is to enable all members to travel and get paid. (Also see Tape 9.)

(Tape 9:A:000)

Representative Spaeth asked what the EQC staff will do if the
legislators decide to not study resource questions this interim.
Representative Lory said all the applications for water goes
through the EQC by law.

Contracted Analysis of Legislative Branch

Representative Donaldson (024) asked if the contracted analysis
on the legislative branch was helpful. Representative Quilici
said the subcommittee tried to follow the recommendations as
closely as possible, but the analyst was not at all the meetings
because he was from Denver; but he was very useful. The sub-
committee did not implement all the recommendations because
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there were some things in the budget book that were not quite
accurate.

JUDICIARY

Representative Quilici (060). reviewed the narrative on Page 6
of Exhibit 1.

Supreme Court

Chairman Bardanouve (087) said he would like to have the $27,060
earmarked for the Montana Reports backlog (Page 7, Exhibit 1.)
The Montana Reports contain all the cases decided by the Supreme
Court since 1871 - the Montana Supreme Court.

(Montclerk)

Representative Quilici said testimony revealed these services
are used quite extensively. Representative Spaeth (161) asked
why Montclerk has an inflation factor, since it is essentially
operated out of the Montana Law School. Cliff Roessner, Senior
Analyst, LFA office, said he does not think these are inflated,
but are the requested amounts. Representative Quilici said he
will provide Representative Spaeth with further information on
this item.

Boards and Commissions

Representative Quilici (173) read the narrative from Page 8 of
Exhibit 1.

Law Library

Representative Quilici (201) read the narrative from Page 9 of
Exhibit 1.

Representative Donaldson (252) asked why personal services for

the Law Library increased. Representative Quilici said the 1li-
brarian position was vacant for awhile. Tom Crosser, Lead Bud-
get Analyst, Office of Budget and Program Planning (OBPP), said
there was a difference of 4 percent in the salary matrix. Rep-
resentative Lory said there was also a vacancy for a reference

librarian because nobody could be found to take the job.

District Court

Representative Quilici (295) read the narrative from Page 10 of
Exhibit 1.

Water Courts

Representative Quilici (305) reviewed the narrative on Page li
of Exhibit 1.
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Representative Quilici said any money not used has and will
revert back to the State Special Revenue Fund.

Governor's Office

Representative Quilici (337) reviewed the narrative on Page 12
of Exhibit 1.

Representative Winslow (387) asked why the Board of Visitors
could not also make check visits on nursing homes. Kelly Moorse,
Executive Secretary, Board of Visitors, said there is not enough
funds, and also, under the present legislation, they have no
authority to go into some of these homes.

(Executive Office)

Representative Rehberg (428) asked for some rationale as to why
there is still a feeling there is a threat for federal legisla-
tion to lower the Coal Severance Tax. Representative Quilici
said there is not the push on the tax like in previous years,

but there are still some areas - the coal-producing eastern
states - that are still making a push on the coal tax in Montana.

Teresa Olcott Cohea, Executive Assistant, Governor's office,
said there is a permanent employee in Washington D.C., Rich
Bechtel, who monitors all federal laws and regulations as they
effect Montana. The coal tax lobbying effort - a different
effort - is being expanded because over the last two years,

and particularly in the legislative committee overseeing this
effort, the thrust of the challenge to the severance tax has
changed. Rather than outright limitation of the tax, now other
states are seeing our natural resource revenue as an advantage
they do not have, she said. There is talk of a federal funding
formula change which would very adversely affect Montana, par-
ticularly the representative tax system. Had that change been
adopted in 1982, the revenue-sharing money to local governments
would have been cut by 26 percent, she said. Also Medicaid
funding to the state would have been cut by 37 percent; and the
Highway Program would have been reduced by 66 percent. The
lobbying effort is looking after the market for Montana's coal,
as well as acid rain legislation. If certain legislation is
adopted, it will severely impact Montana's coal market because
low sulphur ccal will no longer have advantage in national mar-
kets. She said it is very necessary to have a skilled lobbying
team working on these particular issues as well as Rich Bechtel
watching all the other legislation affecting Montana.

Chairman Bardanouve (518) said there is a powerful drive in the
midwest to require control of the sulphur and expensive air
pollution controls. If these controls are put into effect,
Montana's coal will no longer be at a premium because there would
be no advantage for Montana in the markets.

Representative Miller (533) disagreed with the need for the
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lobbying effort because there are four legislators in Washington

D.C. representing Montana - two Congressmen and two Senators.

He said he thinks one good lawyer could take care of everything
- if Montana drops the coal severance tax to 20 percent, or

whatever.

(Office of Budget and Program Planning)

Representative Quilici (659) reviewed the narrative from Page 17
of Exhibit 1.

(Northwest Regional Power Council)
Representative Quilici (689) reviewed the narrative from Page 18
of Exhibit 1. He said this Council is mandated by Congress and

is totally federal funded.

(Tape 9:B:006)

(Lieutenant Governor)

Representative Quilici reviewed the narrative from Page 19 of
Exhibit 1.

(Citizens' Advocate Office)

Representative Quilici (024) reviewed the narrative from Page 20
of Exhibit 1.

(Board of Visitors)

Representative Quilici read the narrative from Page 21 of Exhibit
1.

Representative Winslow (062) asked if the legal services are
contracted services. Representative Quilici said no. Kelly
Moorse said the law requires the hiring of a lawyer to be
located at Warm Springs to represent the patients. Representa-
tive Winslow said it appears to him it would be cleaner if the
person defending the clients were on a contract rather than on
the state payroll because if they are being paid by the state
and also defending people against the state, it doesn't seem
quite as good as having them on contract. Representative Lory
said this is why the position was moved from the Department of
Institutions - to avoid what may be looked at as a conflict of
interest.

Secretary of State

Representative Quilici (132) read the narrative from Page 22
of Exhibit 1.

(Records Management)

Representative Quilici read the narrative from Page 23 of Exhibit
1.
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Representative Quilici read the narrative from Page 24 of Exhibit
1.

He said the subcommittee introduced HB 893 to reduce the number
of copies of the Administrative Rules of Montana (ARM) sent to
state entities and this bill has passed the House. Representa-
tive Bardanouve asked if this budget now before the committee

has been reduced to reflect the action in HB 893. Cliff Roessner
said there should have been a sentence on Page 24 of Exhibit 1
saying that if HB 893 is passed, this budget will be reduced
accordingly. '

Commissioner of Political Practices

Representative Quilici (239) reviewed the narrative from Page 26
of Exhibit 1.

State Auditor

Representative Quilici (285) reviewed the narrative from Page 27
of Exhibit 1.

(Central Payroll Division)

Dick Gilbert, State Auditor's office, said the narrative on Page
29, Exhibit 1 says there is an "increase", but this is somewhat
misleading. In fiscal year 1984 they were authorized about
$600,000 in contracted services and most of that related to the
Payroll, Position Control and Personnel System (PPP). They were
not able to spend all the money basically because the systems
development people could not provide the needed services to do

the projects. Therefore, they accrued $200,000 for those projects
in fiscal year 1984 which they were not able to do. The LFA chose
to remove this amount from the budget. The subcommittee subse-
quently restored to a level of about $490,000, which will still
allow them to maintain the basic system and the $50,000 will

allow them to respond to any changes in federal and/or state

laws to which they have to respond.

(Administrative Support)

Representative Quilici (438) read the narrative from Page 30
of Exhibit 1.

Representative Moore (449) asked why there is a new car being
purchased. Cliff Roessner said they currently rent a car and
buying a car comes within $100 of the rental, so the subcommittee
allowed the new car. Dick Gilbert said the car is for the State
Auditor's use and relates to the traveling she must do around

the state. Representative Rehbert asked who establishes the price
for cars. Representative Quilici said the agencies try to get
bids and estimate the price. Representative Quilici said the
rental charges have been reduced accordingly, so the cost of the
new car vs. the rental cost is about a wash.
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(Tape 10:A:076)

Department of Justice

Representative Quilici read the narrative from the Department of
Justice budgets beginning on Page 35 of Exhibit 1.

(County Prosecutor Service)

Representative Nathe (252) asked the cost of the training and
continuing legal education for county and city attorneys. Susan
Hansen, Administrative Officer, Department of Justice, said this
is continuing education paid for by the people who attend who
are charged a fee which is paid to the County Attorneys' Asso-
ciation. All the County Prosecutor Service does is put the
programs together and is not a major function of this program.

(Law Enforcement Academy)

(Tape 10:B:224)

Chairman Bardanouve asked how much fees are charged by the Law
Enforcement Academy. Susan Hansen said $9.50 per day is charged
for the special schools given by the Law Enforcement Academy.

(Criminal Investigation-- Coal Board)

Chairman Bardanouve (340) asked why the increase in personal
services. Bob Kuchenbrod said many of the positions were not
filled in fiscal year 1984 because getting investigators hired
and getting them working as a FTE was very difficult. Once an
investigator blew his cover, they resorted to contracting with
individuals being criminal investigators, and if they blow
their cover, the contract says in so many days they are no
longer employed.

The meeting recessed until 7:30 p.m.

(Tape 11:A:000)

Department of Revenue

Representative Quilici read the narrative from Page 59 of Exhibit
1.

(Legal Division)

Chairman Bardanouve (230) asked if the General Fund gets any
money back on the enforcement of child support payments. John
LaFaver, Director, Department of Revenue, said there are two
aspects: "one is the federal incentive payment - if you reach:
certain objectives, we get payments back from the feds. It is
probably the best strategy we have to keep the Aid to Families
with Dependent Children (AFDC) caseload down. He said he has
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a hunch - even if it's hard to put a number on it - that
dampening down the AFDC level is where the most savings will
be realized.

(Property Assessment)

Representative Nathe (476) asked what the long-term impact will
be of county assessors' salaries being funded at 80 percent

in fiscal year 1986 and 70 percent in fiscal year 1987. Rep-
resentive Quilici said from what he gathers, there is a trend
within counties to abolish the assessors' jobs and some counties
have already done this. He said the assessments are done by

the state and the assessors are funded by the Department of
Revenue and get their information from the Department.

Representative Nathe (568) asked how much money was cut out
of the county assessors' salaries. Representative Quilici said
$217,500 in fiscal year 1986 and $386,250 in fiscal year 1987.

Representative Bradley (633) asked why the advertising costs
have gone up so much. Gregg Groepper, Administrator, Property
Assessment Division, said there are several programs i.e. Al-
ternate Energy for property tax exemption which goes for ten
years, but requires annual applications for the exemption; and
property tax relief for the elderly and displaced homemakers -
people with incomes under $10,000 - with a statutory deadline
of March 1. He said the department feels it has not done an
adequate job in letting people know what those deadlines are

- though the deadlines are in the law - so the department would
like to improve this advertising.

(Liquor Division)

Representative Quilici (660) presented language to be included
in the bill (EXHIBIT 2).

(Property Assessment continued)

(Tape 11:B:012)

Beverly Gibson, Montana Association of Counties, asked the
committee to restore the funding of county assessors. She said
they feel it is totally unacceptable from the standpoint of the

county property taxpayer.

Department of Administration

Representative Quilici (026) read the narratives from these
programs beginning with Page 73 of Exhibit 1.

Representative Bardanouve asked why there is an 833.9 increase
in non-operating expenses (Page 73). Cliff Roessner said this
1s for debt service costs added by the subcommittee. They are
not new costs, but costs which were never appropriated through
the general appropriations bill before, but were covered under
statute. He said this is the bond retirement.
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(Publications and Graphics)

Representative Menahan (266) asked how much the printing for

the legislature is costing this year. Don Breiby, Administrator,
Publications and Graphics Division, said the cost to state agencies
is 2.17 cents per finished impression; the cost to the legisla-
ture is 1.72 per finished impression.

Representative Spaeth (285) asked why the overtime is the same
in both years of the biennium when only one year is a legisla-
tive year. Don Breiby said the bulk of the overtime is during
the session, but they also have rush jobs from state agencies
requiring overtime. The difference in personal services is

also in the amount of vacancy savings taken out by the Executive
office. Representative Quilici said the committee should look
at the amount of overtime in the two years for this division.

(Information Services Division)

Representative Rehberg (435) asked why vacancy savings is only
set at 2 percent. Representative Quilici said the committee
cut only the General Fund agencies to 4 percent. Chairman
Bardanouve said the committee should look at vacancy savings
and make a standard policy that will be fair to all agencies.

(Tape 12:27:014)

(Property and Supply)

Representative Nathe asked if the surplus property disposal is
in this program. Representative Quilici said yes. Representa-
tive Nathe said they take ten percent of the sales and he asked
where this money shows up in the budgeting process. Laurie
Ekanger, Administrator, Purchasing Division, said those sales
show up in spending authority and the sales this last year were
around $200,000 for state surplus property.

(Building Standards Division)

Referring to Page 82, Representative Nathe (222) asked what
"energy code" is being adopted. James Kembel, Administrator,
said the code is the Bonneville Power Administration standard
for the western part of Montana. He said they currently have
a model code enforced, a very minimal code, and they will be
updating to a higher level code. They still have to deal with
the western part of Montana's problem in surcharges and they
do not know what the final results of that will be.

(Investments)

Representative Quilici read the narrative from Page 85 of Exhibit
1.

Representative Miller (290) asked who generated the bill in the
Senate that deals with investments. Jim Howeth, Investment

_9 5_



Appropriations Committee
March 14, 1985

Officer, said there are several bills that have passed the

Senate and are currently in the House to change the statutes

as a result of a legislative study. He said the study was done
on the Board of Investments and the Public Retirement funds and
other invested public funds as to the inflationary effect on

the principal of those funds. Representative Miller said Sena-
tor Himsl is of the opinion that some of these bills are creating
a risk to some of the funds. Jim Howeth said there are two bills
Representative Miller is referring to which are of concern to
Senator Himsl. Currently, only Retirement Funds can buy equities,
and currently the Coal Tax Trust Fund, Trust and Legacy Funds

and some of the other public funds, have a Constitutional re-
striction prohibiting the investment in common stock. He said
they currently manage $2 billion and there is only $150 million
in equities, and those belong to the Retirement Funds. Histori-
cally, equities have outperformed fixed-income securities. The
previous legislators requested a study on the inflationary effect
on funds 1like the Coal Tax Trust Fund and the Trust and Legacy
Fund. The inflationary effect was studied on the principal of
those funds. They introduced two bills: (1) Senate Bill 10
removes the restrictions on the Constitution prohibiting the
buying of equities in the Coal Tax Trust Fund and the Trust and
Legacy Fund and some other long-term public funds, but not the
retirement funds; (2) Senate Bill 11 removes a statutory re-
striction so the funds can be invested under the prudent person
rule. The department has a permissible list that tells what the
department can invest in, so SB 1l was introduced to remove the
permissible 1list and require the department to invest all funds
under the prudent expert rule. Jim Howeth concluded by saying
that rather than being restricted to a given individual invest-
ment, the department would have to invest the funds as any

expert would invest a comparable fund that is in existence.

(Communications)

Representative Quilici (420) read the narrative from Page 86
of Exhibit 1.

(Personnel Program)

Representative Rehberg (509) asked why the subcommittee's request
is higher than the LFA for operating expenses. Cliff Roessner
said this is because after the reallocation of rent, this program
had been getting some space free of charge.

Representative Menahan (522) asked for a copy of the "personnel
policy" developed by this program.

(Tape 12:B:070)
In response to a question from a committee member, Representative

Quilici said there are 9 FTE because it includes two secretaries,
hearings officers and an attorney and clerks.
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(State Tax Appeals Board)

Representative Quilici (090) read from the narrative on Page 93
of Exhibit 1.

Bob Raundal (108), Chairman, State Tax Appeal Board, asked why
the committee is taking 4 percent vacancy savings on 2.5 FTE.
He is concerned about having enough funds to handle his duties
because of the new reappraisal this biennium. Representative
Quilici said the committee would have to look at this again.

Adjourn: The meeting adjourned at 10:30 p.m.

FRANCIS BARDANOUVE, Chairman *-
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DAILY ROLL CALL

APPROPRIATIONS COMMITTEE
49th LEGISLATIVE SESSION -- 1985
Date March 14, 1985
Cwaez | emesevr | ABSENT | EXCUSED
BARDANOUVE, FRANCIS (CHAIR) X
DONALDSON, GENE (VICE CHAIR) X
BRADLEY, DOROTHY X
CONNELLY, MARY ELLEN X
ERNST, GENE X
HAND, BILL X
LORY, EARL X
MANUEL, REX X
MENAHAN, WILLIAM X
MILLER, RON X
MOORE, JACK X
NATHE., DENNIS X
PECK, RAY X
QUILICI, JOE X
REHBERG, DENNIS X
SPAETH, GARY X
SWIFT, BERNIE X
THOFT, BOB X
WALDRON, STEVE X
WINSLOW, CAL X
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EXHIBIT 2
2/14/85

Dept of Revenue
Liquor Division

LIQUOR DIVISION LANGUAGE

Liquor Division proprietary funds necessary to maintain adequate
inventories of liquor and wine and to operate the state liquor operation are
apprcpriated. During the 1987 biennium, the division shall attempt to
return at least 13 percent of net sales, net sales are gross sales less
discounts and all taxes collected. The division shall attempt—to limit
operational expenses of the liquor merchandising system to not more than
15 percent of 'net sales. Operational expenses may not include product
costs, freight charges, or expenses allocable to other divisions or licensing
bureau expenses.

The division retains full authority to determine store operating hours
and the number and location of stores and employees. Nonprofitable or
marginally profitable state stores shall be closed or converted to agency
stores in an orderly manner. Agency stores shall be closed if the division
considers them marginally profitable and other state stores or agencies are

lncated within a reasonegble distance.'
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