M NUTES

MONTANA SENATE
57th LEG SLATURE - SPECI AL SESSI ON
COWM TTEE ON TAXATI ON

Call to Order: By CHAIR BOB DEPRATU, on August 8, 2002 at 9:00

A M, in Room 152 Capitol.
ROLL CALL

Menbers Present:
Sen. Bob DePratu, Chair (R
Sen. Alvin Ellis Jr., Vice Chair (R
Sen. John C. Bohlinger (R)
Sen. Mack Cole (R
Sen. Pete Ekegren (R
Sen. Jon Ellingson (D)
Sen. Bill daser (R
Sen. Dan Harrington (D)
Sen. Emily Stonington (D)

Menmber s Excused: None.
Menmbers Absent: None.

Staff Present: Lee Heinman, Legislative Branch
Deb Thonpson, Committee Secretary

Pl ease Not e: These are sunmary mnutes. Testinony and
di scussi on are paraphrased and condensed.

Comm tt ee Busi ness Summary:
Hearing(s) & Date(s) Posted: SB 23, SB 20, SB 21,
SB 22, SB 28, 8/8/2002
SB 24 - w thdrawn
Executive Action: HB 4 - Pass 5-4
SB 12 - Pass 5-4
SB 23 - Pass 5-4
SB 28, SB 22, SB 21, SB 20,
SB 16, SB 8, SB 4 - A
Tabl ed
SB 7 - Tabled as Anended
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EXECUTI VE ACTI ON ON HOUSE BILL 4

Senator d aser noved do pass. Senator Bohlinger said he had
reviewed his notes and that Lance Melton, the opponent fromthe
school board group, supported technology as a core of the

| earni ng experience in schools. This bill would be a reduction
of funding for this area. Dave Puyer represented the rural
education association also said this was a growmh area in the

| earni ng experience. People involved said this is not the area
to make reductions - there are other alternatives. He did not
support HB 4.

Senator Harrington stated there were sonme serious constitutional
guestions when it came to cuts in education. Technol ogy was an
integral part of the school districts now

Senator Ellis supported the bill. He felt it was a good way to
save sone noney. He pointed out these were difficult choices and
he synpathized with those affected, however he supported this

| egi sl ati on.

The question was called. HB 4 passed 5-4 on a roll call vote.

{Tape : 1; Side : A, Approx. Tinme Counter : 0 - 8.4}

EXECUTI VE ACTI ON ON SENATE BILL 12

Senat or Bohl i nger pointed out the revenue was needed in Mntana
and this would be a sinple yes or no vote. He noved do pass. He
poi nted out this revenue neasure would provide $40 mllion
dollars a year of new revenue that woul d address the budget
shortfall. He broke down each tax neasure and the revenue that
coul d be expected. {Tape : 1; Side : A, Approx. Time Counter

8.4 - 11.7}

Senator Harrington said he supported the notion. He pointed out
the deep cuts that had occurred in education which was
devastating on K-12 and the university system There would be
120- 150 job cuts and this was only the tip of the iceburg. This
bill would provide an answer instead of nmaking these cuts. This
woul d provide an alternative. He had never seen a Session with
only cuts. The cuts had affected prograns for children and

devel opnental |y di sabled adults. These peopl e were not
represented. Senator Ellingson said he was in favor of the bil
as it presented new revenue sources. He called on the Governor
to show | eadership. He was astounded that the Governor would not
consider this proposal. He pointed out the tax base of the state
had been decimated in the last 10-15 years and it was tine to
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institute tax neasures. {Tape : 1; Side : A, Approx. Tine
Counter : 11.7 - 20.9}

Chai rman DePratu pointed out the state would have still be in the
sane financial shape. $80 mllion dollars would have been spent
and there would still have been a | oss of inconme and capital
gains tax collections. Senator Cole noted the need to see the
bill debated as it needed to have an open di scussi on.

The question was called on the notion. The bill passed 5-4 on a

role call vote

HEARI NG ON SENATE BILL 23

Sponsor: Senator JimElliott, SD 36 Trout Creek, explained the
bill. He said the bill would allow | everage of federal noney and
provide $6 mllion dollars to the General Fund. He distributed a
handout which described the rationale for taking noney fromthe
Workers' Conp surplus. EXH Bl T(tas04a0l1) {Tape : 1; Side : A
Approx. Time Counter : 20.9 - 30}

Proponents' Testinony: Jerry Driscoll, AFL-CI O explai ned how
t he enpl oyers and enpl oyees over the years had put $350 million
dollars into the Wirkers Conp system He described the interest
earned in the fund and felt the excess should go to the General
Fund. He had called the Board of Investnents and as of April,
2002 the old fund had $154 million dollars and the new fund had
$522 million dollars, nost of which was invested in bonds. He
poi nted out the | aw said that over 10% above a certain anount
coul d be considered excess. He described the anount of noney in
each fund and felt the excess could be used. {Tape : 1; Side :
B; Approx. Tine Counter : 0 - 6.5}

Mary Caferro, WEEL, supported the bill. She pointed out the
nunber of people who had sacrificed to cone to this hearing.

Most of these people could not cone back after the break to
testify. There were twenty people who raised their hands in the
audi ence who supported the bill, but could not testify.

Stella Bennett, spoke about the famlies and prograns that were
feeling the budget cuts. She discussed her grandson who was in
and out of state prograns. She said she especially appreciated
the AWARE programin helping the famlies cope. She said this
child woul d need support for himto be an asset. However, the
cuts sent himhone wi thout any services. She felt six nonths
wi t hout support he would | oose ground. Thousands of famlies
struggle to help children such as these. She asked for support
to help these kids be productive. She did not want to see this
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child in Deer Lodge or Warm Springs. She appeal ed for help.
{Tape : 1; Side : B; Approx. Time Counter : 6.5 - 12.2}

Kelly Newman and Chris, asked for support. She said she had
three children and two of them were disabled. One child was with
t he AWARE program whi ch was a godsend. She described the violent
behavi or and the autistic status of the children. She stressed
the inmportance of the Family Qutreach Program The fam |y found
it inmpossible to deal with these children alone. She asked the
commttee to support SB 23.

Bill Davis, described hinself as a retired mlitary officer and
school teacher plus an eligibility examner. He said it should
be a priority to help the poor and disabled. {Tape : 1; Side :
B; Approx. Tinme Counter : 12.2 - 15.4}

Sh' Tarra Queen, representing Gas Gallery and Tea House, pointed

out the need to help those with nental disorders. She described

a well known individual that wal ked off the street and interacted
wi th her business. He was a client at the Gol den Triangle Mental
Health Center. She pointed out this person would either get care
or would not. He could possibly be dangerous when not on

medi cation. There are other people in this situation that could

be a danger to thenselves or society that will be inpacted by

| egi sl ati on or budget cuts.

Beth Sirr representing Leo Pocha Cinic, stood up in support of
the bill.

Archie Nunn, MSCA, said he was in support of the bill.

Sharon Brockway, Montana Chapter of AWARE, was in support of the
bill.

Christina Keller, nother of a child at 1CH was in support of the
bill. {Tape : 1; Side : B; Approx. Tinme Counter : 15.4 - 20.3}

Vi cki Powers Blair supported the bill.

The comm ttee recessed at 10:02 a. m
The comm ttee reconvened at 3:52 p.m

Wal |y Mel cher, supported the bill. He represented people that
were trying to access vocational rehabilitation. He tal ked about
the 10% budget cut and the effect this had on these people. He
expl ai ned the extended enpl oynent programthat gave assistance in
finding a job. He said the state cuts al so i npacted federal
noney. The program experienced a $71 thousand dol |l ar cut which
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was no trivial amount. It also endangered the federal noney. He
descri bed how this program had hel ped Mark Si npson who had a
notorcycle weck and a traumatic brain injury. {Tape : 1; Side :
B; Approx. Tine Counter : 20.3 - 26.3}

Lacy, tal ked about how the Internmountain Children' Hone Day
Treat nent had hel ped her control anger and a bi pol ar problem
{Tape : 1; Side : B; Approx. Tinme Counter : 26.3 - 30}

Beth Satre, representing the Montana Coalition Agai nst Donestic
and Sexual Violence, described the difference the cuts had made.
Peopl e | acked a voice. She supported the legislation. {Tape :
2; Side : A, Approx. Tine Counter : 0 - 1.6}

Charlie McCarthy, Mental Health Association of Mntana, supported
| egislation that would mtigate the cuts. People could not
afford a co-pay. He distributed letters which supported

rei nstatenent of services. EXH BIT(tas04a02)

Betty Beverly, described the grassroots prograns that had been
hurt such as nmeals served to seniors. Many of those affected
were in rural areas, descendents of honesteaders, who nmade $136
dollars a nonth where even food stanps and assi stance were not
enough. The cost of energy was rising, prescription drugs and
they were affected. Seniors and children would die due to no
heal th care.

Eric Feaver, MEAMFT, supported the bill. He pointed out those
affected may need attention at Boul der and Warm Spri ngs when
health care could not be delivered other ways or if noney could
not be found for these prograns.

Hel en Taffs, representing the board of WEEL, presented witten
testimony. She described her experiences wth the health care
cuts where there was no child support help with the close of the
call centers. She pointed out the cuts would result in greater
catastrophes and was i Mmoral to bal ance the budget on the
econom cal | y di sadvantaged. EXH BI T(tas04a03)

Mary Caroulis, representing a youth honme, described the closing
of honmes and the problemthis presented to runaways. She said
many of these young peopl e were desperate and had an opportunity
to live safely in a youth home versus jail or dealing drugs or
sex for places to live. These young people need to fit in and to
bond. Advice should be froman adult and not those on the
street. In the honmes, they learn skills to live independently.
She asked the conmittee nenbers to help these displaced youth and
prevent further cuts to the progranms. {Tape : 2; Side : A
Approx. Time Counter : 1.6 - 15.7}
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Judy Erickson, WEEL, tal ked about the cuts that would shut the
centers. She tal ked about the PATH Programthat was |ike a
ticket for work. |If these kids do not have enpl oynent training,
no education, GED or job experience - they can't get hired. She
asked for a positive vote for SB 23.

Li nda Johnson, president of the League of Wnman Voters, supported
adequate state funding for nental health prograns. She was

al armed by the cuts and they would hurt those who were

vul nerable. Solutions were needed. {Tape : 2; Side : A, Approx.
Time Counter : 18.9 - 20.6}

Lynn Crawford, representing Duran Caferro who was at work, read
his testinony. He worked at a group honme for 12 years and was
devoted to the youth. He explained how the cuts inpacted the
chil dren who canme from broken hones. EXHI Bl T(t as04a04)

Frank L. Johnson, a nedical director fromthe Fam |y Physicians
G oup, said the legislators needed to | ook at how Mnt ana
citizens were put at risk. There needs to be a reasonable source
of funding for the citizens who were nost in need.

M ke O Neal, AWARE, said he witnessed the devastating inpact of
the nental health cuts. He pointed out the testinony nade by

t hose struggling under trenendous needs, which was disrupting
famlies. The funding source provided opportunities for famly
relief. {Tape : 2; Side : A, Approx. Tine Counter : 20.6 - 26.8}

Mary Caferro, WEEL, described those who had been waiting all day
to testify and their extrene efforts to get here. She pointed
out there was a human face to the budget cuts. The inpact has
been since Novenber. She listed the cuts in the prograns that
affected the elderly, the nentally ill, and children with
disabilities. She said the health policy of the state needed to
be imedi ately addressed. {Tape : 2; Side : A, Approx. Tine
Counter : 26.8 - 30}

Bob Holnes, a retired mnister, described his health and famly
were fortunately not a problem However, there was an
opportunity to restore the funding to those nearest the edge of

di saster. He quoted President Bush who once said "There is no
capitalismw thout conscious and no earth wi thout character.” He
urged the committee to vote for the bill. {Tape : 2; Side : B
Approx. Tinme Counter : 0 - 1.8}

Qoponent s’ Testinony: Nancy Butler, Mntana State Fund, was
against the bill. She pointed out the long termram fications on
the fund that woul d transfer noney fromthe Mntana State Fund.
This fund was the contributions of the workers' conpensation
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i nsurance policies since 1990. There are 25 thousand insured
policy hol ders who woul d oppose an increase on their prem uns.
She tal ked about the inportance of an adequate surplus to

mai ntai n i nsurance obligations for injured workers. Catastrophic
events can occur that woul d take years to recover funding. She
noted the need for financial solvency through adequate surpl us.
She doubted this fund could be used for other purposes as it
woul d raise |l egal issues. {Tape : 2; Side : B; Approx. Tine
Counter : 1.8 - 10.8}

Jackl ine Lennart, American |Insurance Association, told the
committee that Roger McAd ynn, who represented insurance agents,
was opposed to the bill. The Al A opposed the transfer. She

poi nted out this was not responsible insurance practice and woul d
appear to be a quick decision with no factual information
supporting it. The concern is over the 1980's and 1990's the

Wor kers' Conpensation was out of control. Solvency is the

i nportant issue here for stability of workers's conpensati on.

She pointed out the insurance industry was highly regul ated and
there were good and valid reasons for this. It not only protects
sol vency but policy holders rely on protection. Any attenpt to
inmpair the solvency of insurance is not taken lightly or quickly.
The funds are needed to protect workers that nmay be injured.
{Tape : 2; Side : B; Approx. Tinme Counter : 10.8 - 18. 6}

Ri | ey Johnson, NFIB, said there were 7,000 nmenbers in his

organi zati on which had 2-3 enpl oyees with $250 thousand dol |l ars
of gross sales per year. He asked the commttee to renenber the
1980's. It was now different as the state fund was stable.

Enpl oyees have a stake, an ownership, in their health and safety
on the job. The program works and no one wants to experience
what happened to the fund in the 1980's.

Webb Brown, Montana Chanber of Commerce, urged a no vote on the
bill.

Questions from Committee Menbers and Responses: Senat or

El I i ngson asked Nancy Butler about the excess funds. Butler

tal ked about the restructuring proposal for the state fund that
woul d be considered in the regular session. Senator Ellingson
asked about the consequences she had alluded to regarding an 18%
policy increase for enployers to replace the excess funds if they
were transferred. Butler discussed the old fund and there woul d
be no excess in the future. {Tape : 2; Side : B; Approx. Tine
Counter : 18.6 - 28}

Senator d aser asked about the noney that was obligated to
service the old fund. He asked about the plans for the division
to becone privatized. Senator Bohlinger described the testinony
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he heard earlier in the summer by M. Swanson offering the noney.
It did not inmpair the solvency of the state fund. He asked who
had a claimto the noney. {Tape : 3; Side : A, Approx. Tine
Counter : 0 - 5.5} He noted those opposed to the bill focused on
t he sol vency of the fund. He asked how the bill would create
this insolvency. Butler said the noney would not be there for
the future. The financial condition of the new fund woul d be
tapped for $14 mllion dollars. As an insurance conmpany, it is
mandat ed that the fund maintain solvency and a surpl us agai nst
unexpected clains. It is inportant to the state that there not
be any unfunded liabilities. {Tape : 3; Side : A Approx. Tine
Counter : 5.5 - 13.1}

Senat or DePratu asked why a dividend had been paid. Senator
Bohl i nger commented this was an enticenent paid out to those

enpl oyers who were performng well for providing safety. {Tape :
3; Side : A, Approx. Tinme Counter : 13.1 - 19}

Senator d aser pointed out this was a tough decision to take
nmoney paid on payroll taxes and use it for other progranms. The
noney bel ongs to the enpl oyers and enpl oyees. {Tape : 3; Side :
A, Approx. Tinme Counter : 19 - 23.4}

Cl osing by Sponsor: Senator Elliott closed on the bill. He said
the fund had a surplus that was |arger than they needed. The
state could rescue themif needed. Taking the noney woul d not
put themin jeopardy. He pointed out the state fund was in the
state systemand it was not a nutual insurance conpany. The
noney reverts to the state of Montana. {Tape : 3; Side : A
Approx. Time Counter : 23.4 - 30} He noted this was |like a tax
rebate as the noney could be used for a greater good. He said
the legislature had voted to cut funding for social prograns but
too nuch had been cut. The strength of Montana was not in
bui | ding an excess surplus in the insurance fund but rather in
taking care of people who need help. {Tape : 3; Side : B
Approx. Time Counter : 0 - 6}

HEARI NG ON SENATE BILL 20

Sponsor: Senator Don Ryan opened on the bill. EXH Bl T(tas04a05)
He described the conplexity of school funding. He noted that the
Pendroy District had not conplied with the spirit of the
equal i zati on system as they had refused to spend their ful

budget .

Proponents’ Testinony: Bob Vogel said that the purpose was to
spend the noney locally and they should at the 80% | evel.
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Tom Bi | adeau, MEAMFT, said education prograns shoul d be
pr ot ect ed.

Opponents' Testi nony: None

| nformational Wtness: WMdalyn Quinlan, OPlI, pointed out there
was a reason why districts won't spend their budgets, perhaps
their revenues fall short. Enrollnent may be |less than the A&B
that is used to fund the budget.

Questions from Comm ttee Menbers and Responses: Senator Ellis
asked if the schools returned noney to the General Fund if they
did not spend all of it. He questioned the policy of the Mntana
School Board's Associ ation about the 80-90 percent spending

gui delines. Vogel replied they believed in equalization and the
districts should all spend their budgets towards this end. He
poi nted out the problemwas the declining enrollnments. {Tape : 3;
Side : B; Approx. Time Counter : 6 - 20.1}

Chai rman DePratu asked about the effect on the property tax
situation at the local level. Quinlan replied for every dollar
of savings there would be that much property tax increase.

Chai rman DePratu asked if a one tinme sunset at the end of the
fiscal year could be considered. Senator Ryan said no. He
described the basis of the lawsuit was the equalization issue to
allow a tine table for every district to nove to the 80% | evel
{Tape : 3; Side : B; Approx. Tinme Counter : 20.1 - 27.8}

C osing by Sponsor: Senator Ryan closed. {Tape : 4; Side : A
Approx. Time Counter : 0 - 1.9}

HEARI NG ON SENATE BILL 21

Sponsor: Senator Ken Toole presented the bill. He explained the
tax on hydroelectric at .25 cents per kilowatt. He noted there
was no fiscal note. The bill referred to the purchase of the

dans and the funding study. He pointed out it would be difficult
for PPL to pass through the tax. Avista Corporation would al so
be affected. They may be able to pass through the costs to
custoners in Washington or Idaho. The bill is difficult to pass
to residential consuners. {Tape : 4; Side : A, Approx. Tine
Counter : 1.9 - 7.5}

A recess was taken at 5:52 p.m and reconvened at 6:47 p.m

Pr oponents' Testi nony: None
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Qpponent s’ Testinony: Neil Colwell, Avista Corporation, opposed
the bill. He read his testinony and distributed a copy to
commttee nenbers. EXH BI T(tas04a06) {Tape : 4; Side : A
Approx. Time Counter : 7.5 - 18.8}

Davi d Hof fman, PPL of Montana, opposed the bill. He read his
testinmony and distributed a copy to comm ttee nenbers.

EXHI Bl T(t as04a07) He was concerned about the change of the tax
structure that could enconpass other Mntana water users. He
urged a no vote. {Tape : 4; Side : A, Approx. Tinme Counter
18.8 - 23.6}

M ke Murphy opposed the bill. He stressed this bill was al arm ng
and taxing a water right would produce very adverse effects.
These rights were a constitutionally protected private property
right. The tax would be passed to rate payers. He opposed the
bill. He stated John Youngbl ood, Mntana Farm Bureau, also was
agai nst this proposal.

Don Allen, Mntana Wod Products Association and Western

Envi ronnental Trade Association, said this was a bad idea that
woul d produce negative inpacts. He pointed out there would be no
end to the inpact as it would effect agriculture and recreation.
This woul d i npact the economy overall. There were 22 other

associ ations who could not be here that opposed this bill. They
were concerned about the ripple effect. {Tape : 4; Side : A
Approx. Time Counter : 23.6 - 26.8}

Webb Brown, Montana Chanber of Commrerce, opposed the bill.

Questions from Committee Menbers and Responses: Senator Ellis
asked for clarification of the taxing environnents of other
states. Colwell tal ked about the general tax and whol esal e
transm ssion tax fromthe state of Idaho. He noted that the
energy produced for manufacturing, mning and irrigation was
exenpt. Irrigators get a rebate for energy produced by

hydroel ectric. Avista needs to determ ne those exenptions in
order to factor in an effective rate of tax. Senator Tool e noted
the concept was to benefit fromthe Montana Power System and the
dans for a revenue source. He pointed out a tax burden woul d be
passed on to custoners in the formof rate changes. Senator
Bohlinger referred to his opening comments that this would not be
a pass through to present rate payers. {Tape : 4; Side : B
Approx. Time Counter : 0 - 6.6}

Senator Tool e pointed out with Avista the ratepayers were in
other states. Operation and mai ntenance costs were passed
t hrough. Most of these were not Mntana custoners. Pennsylvania
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Power contracts with Northwestern Corporation. The price is
al ready fixed through the termof their contract. The irony was
there was a | ower price in the market.

G osing by Sponsor: Senator Toole closed. He described the
reasoni ng behind the legislation. He noted the Pennsylvani a
Power had record profits after purchasing our power. This neans
a trenendous benefit |eaves the state. A look at taxing this is
justified as this does not tax water but kilowatt hours.

HEARI NG ON SENATE BI LL 22

Sponsor: Senator Steve Doherty, SD 24 in Geat Falls and Cascade
County, presented the bill. He tal ked about the inportance of
devel oping public policy to deal wth corporations who award
bonuses to their officers when their stockhol ders have | ost

nmoney. Corporations should not be allowed to take a tax
deduction for this expenditure. He pointed out this bill would
bring $250 thousand dollars to the state. {Tape : 4; Side : B
Approx. Time Counter : 6.6 - 17.1}

Proponents' Testinony: Senator G enn Roush, SD 43, said he

wor ked for Montana Power for 41 years, which is now Touch
Anmerica. He described the nunber of Mntana Power enpl oyees who
owned stock. The stock price had fallen to .51 cents and nany
people were hurt. He said it was not acceptabl e when the board
rewards the officers of the conpany with bonuses and t housands of
enpl oyees were hurt by the inpact. He noted concerns about the
pension plan trust if bankruptcy occurred. {Tape : 4; Side : B
Approx. Time Counter : 17.1 - 24.7}

Qoponents' Testinony: Representative Joe Bayl eat, HD 32, pointed
out there was no logic in putting the corporation, who was

al ready suffering, responsible for action of the officers. The
decline of the stock price was not their fault. The bill would
drop the price further and would | ower their net profit. He
urged the commttee to vote no on the bill.

Questions from Commttee Menbers and Responses: Senator Ellis
questioned if there was any way to get at the noney after the
fact. {Tape : 4; Side : B; Approx. Time Counter : 24.7 - 30}
Senator d aser tal ked about the hundreds of conpanies that had
their stocks reduced over 50%this year. This was a bad
situation in bad economc tinmes. He said the boards could stil
gi ve the bonuses but the deductions could not be witten off. He
noted the intent of the bill was to go after the bonuses.
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Senator Ellingson questioned what was consi dered a deducti on.
Lee Hei man pointed out nost of this was defined in the I RS code,
for exanple there were ratios for retirenment and ways to
determ ne sal ary deductions. {Tape : 5; Side : A, Approx. Tine
Counter : 0 - 21.2}

Senat or Ekegren questioned the difference between sal aries and
bonuses. Bayleat replied the salaries were paid through the year
and bonuses paid at the end of the year or through sone
contractual agreenent. He pointed out the private sector and the
free market was very creative in the way they respond to

bur eaucr acy.

G osing by Sponsor: Senator Doherty closed. He described the
bill as an attenpt to deal with the side effects of the
situation. He said a crook was born every mnute but the public
sector needs to respond and begin to address the shenani gans.
{Tape : 5; Side : A Approx. Time Counter : 21.2 - 25.4}

HEARI NG ON SENATE BILL 28

Sponsor: Senator Steve Doherty, SD 24, presented the bill. He
said the bill was an attenpt to deal with the side effects of the

Econom ¢ State Recovery Act, which had uni ntended consequences by
reduci ng corporate incone tax revenue. The National Governor's
Associ ati on had opposed the concept and called it an assault on
the revenue base. The solution was to decouple the Mntana

I ncone Tax fromthe federal. Thirty other states have done this.
It is not a tax increase. He said information gathered fromthe
Conference of State Legislatures talked about the benefits from
decoupling fromthe federal schedules. This would bring in $16
mllion dollars in the biennium {Tape : 5; Side : A, Approx.
Time Counter : 21.2 - 30}

Pr oponents' Testinobny: Tom Bilideau, MEAMFT, descri bed the need
for revenue for schools.

Qpponent s’ Testinony: Rep. Joe Bayleat, HD 32, opposed the bill.
He said this was perceived as a tax increase but it would del ay
tax deductions and in the long run there would be no increase in
revenue. It was borrowing fromthe future to pay for excess
spendi ng now. He pointed out the future could be worse with a
$250 million dollar difference in January. Montana's tax system
does not follow the federal. There are sone tax credits that are
special to Montana. Decoupling nakes it nore conplex. There
woul d need to be two sets of books with capital assets. There
are different asset bases and it would be a tracking ni ghtnmare.
There woul d be two cal culations for deferred tax expenses. It is
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nore conplex. The fiscal note only reflects the cost to
government not the private sector. It would increase costs to
the private sector. He said this should be made sinple rather
than nore conpl ex. He described the various depreciation
schedules. {Tape : 5; Side : B; Approx. Tinme Counter : 9 - 12.4}

Questions from Committee Menbers and Responses: Senator
Bohl i nger pointed out there were 29 states who had adopted this
decoupling and it seened |i ke a good policy. Bayleat replied

those states were in a mgjor crisis. It was not good policy -
they were just desperate. He pointed out the depreciating assets
were not kept but rather were traded in. It would be difficult

to keep two sets of books to track this.

Senat or Stonington asked if accel eration was taken on certain or
all assets. {Tape : 5; Side : B; Approx. Tinme Counter : 12.4 -
18.6} Larry Finch described how the assets were deducted
considering the |ife of the property and accounting procedures.
He said he did not know if additional calculations would be
necessary. Senator Doherty pointed out only certain investnents
coul d be depreciated. Lee Heinman di scussed the new federal

al l omances. {Tape : 5; Side : B; Approx. Tinme Counter : 18.6 -
30}

Cl osing by Sponsor: Senator Doherty closed. He said the bil
had nerit now and woul d hel p address the shortfall. {Tape : 6;
Side : A Approx. Time Counter : 2.3 - 5.4}

Chai rman DePr atu announced that SB 24 had been w t hdr awn.

EXECUTI VE ACTI ON ON SENATE BILL 28

Senator Ellingson noved do pass. Senator Bohlinger noted this
woul d add noney today to hel p the budget crisis.

Senator Ellis opposed the bill. The federal governnent
encour aged conpanies to stinulate the econony. This bill would
send a bad signal. People are in tough tinmes and they will | ook

to recover sone of their | osses when they file their incone
taxes. They will need the deductions.

The question was called. The bill was tabled on a 6-3 vote.

020808TAS_Sntl. wpd



SENATE COMM TTEE ON TAXATI ON
August 8, 2002
PAGE 14 of 17

EXECUTI VE ACTI ON ON SENATE BI LL 22

Senator d aser noted the desire to punish M. Gannon, MPC, and
his m sjudgnents in paying out bonuses when the stockhol ders | ost
t housands of dollars. Senator Ekegren noved do pass.

Senat or d aser pointed out that everyone would be subject to this
bill if they do business in Montana. Those affected woul d nove
to Wom ng or Idaho. This would represent a disincentive to
corporations and would hurt the econony.

Senat or Bohlinger said he understood the intent and he would |ike
to punish the corporations director that effected the

stockhol ders. But, the bill will not acconplish the desired
result. He felt the only recourse to address the situation with
MPC was a class act |lawsuit. Senator Ekegren said he supported
the bill. 1t needs work but al so needed to be heard. Senator
Ellis noted that with anmendnents he woul d support the bill. It
makes a statement though it may not be effective. Chairnman
DePratu said this would not reach the board of directors. It
sends a nessage but may al so drive business out of the state. He
poi nted out other ways to reach such problenms was through

audi ting. Senator Stonington suggested a statenent be sent to
Congr ess addressi ng accounting standards. Senator d aser pointed
out the real problemwas an econom c downturn in the technol ogy
market. It was an econom c problem The question was call ed.
The notion failed 3-6.

A reverse vote was taken to table the bill. That nption passed
6-3. {Tape : 6; Side : A, Approx. Time Counter : 5.4 - 30}

EXECUTI VE ACTI ON ON SENATE BILL 21

Senator Ellis noved to table the bill. The vote was 6-3 in favor
of tabling.

EXECUTI VE ACTI ON ON SENATE BILL 20

Senator Ellis noved do pass. Senator Harrington tal ked about the
equal i zati on process and how nmany teachers did not nake tenure.
Senator Ellis discussed the rate schedule. Those schools who
wer e bel ow t he 80% shoul d not be forced to spend noney because of
onerous regul ation. He noted the Indian schools get two budgets.
Senator d aser rem nded the commttee about the Special Session
that had been called in the past to punish schools for not
spendi ng equally. He pointed out schools with 12-15 students
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with one or two teachers would have different reasons for not
spending all their budgets. They may be frugal. Their
comunities may be too far fromcivilization and they woul d
rather save the noney for nore needy tinmes. The question was
called. The vote failed 3-6.

Senator Ellis noved to table the bill. The vote was reversed 6-3
in favor of tabling.

EXECUTI VE ACTI ON ON SENATE BILL 23

Senat or Bohl i nger noved do pass. He pointed out the bill would
bring in $15 mllion dollars and it could be applied to the
General Fund.

Senator Ellingson wondered about M. Swanson's presentation that
had suggested this nmultimllion dollar inducenent, "bribe", in
exchange for becom ng an independent entity. He felt the noney
was avail abl e anyway and woul d not affect policy holders, rates
or obligations of the fund. {Tape : 6; Side : B; Approx. Tine
Counter : 16.5 - 18.2}

Senator Harrington noted the bill was designed to help the needy
people. The legislature had given $20 mllion dollars once to
t he workers conpensation fund and paid the noney back. It was

the people's noney. This is surplus noney, the people's noney -
not individual contributors. A surplus is not legitimate in the
face of heavy cuts faced by the whole. {Tape : 6; Side : B
Approx. Time Counter : 18.2 - 30}

Senat or Bohlinger agreed the surplus in the state fund bel onged
to the state.

The question was called. The notion passed 5-4 on a roll cal
vot e.

EXECUTI VE ACTI ON ON SENATE BILL 16

Senat or Ekegren noved to table. The notion passed 7-2. {Tape :
7; Side : A, Approx. Tinme Counter : 5.4 - 8.5}

EXECUTI VE ACTI ON ON SENATE BILL 8

Senator d aser said the cigarette tax woul d be addressed sone day
but now was not the tinme. Senator Ellis noved do pass. Senator
Stonington said an increase would be seen in tine. She noved to
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table the bill. Senator Bohlinger said the bill did not go far
enough. It was tenporary and inadequate. He supported tabling
the bill. Senator Ellis noved to table. The notion passed

unani nousl y.

EXECUTI VE ACTI ON ON SENATE BILL 7

Senator Ellis said the borrowed noney would need to be repaid and
needed that anendnent. Senator Bohlinger noved do pass. Senator
Ellis noved the anmendnent. Lee Heinman read the revenues
anendnent on line 6. The question was called on the anmendnent.
The notion passed unani nously.

Senator Ellis noved to table as amended. The notion passed
unani nousl y.

EXECUTI VE ACTI ON ON SENATE BILL 4

Senator Harrington noved do pass. Senator Bohlinger said he was
in favor of the bill. It would provide another option for

i ncreasing revenue for the state. The notion failed. Senator

G aser noved a substitute notion to table. The notion to table
passed 6-3 on a roll call vote. {Tape : 7; Side : A, Approx. Tine
Counter : 17.8 - 20.9}
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Adjournnment: 9:42 P.M
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020808TAS_Sntl. wpd



