
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Chairman Harrington, on March 21, 1989, at 
8:00 a.m. 

ROLL CALL 

Members Present: All 

Members Excused: None 

Members Absent: None 

Staff Present: Dave Bohyer, Legislative Council 

Announcements/Discussion: None. 

HEARING ON HOUSE BILL 779 

Presentation and Opening Statement by Sponsor: 

Rep. Janet Moore, District 65, stated HB 779 is a luxury 
surcharge tax directed toward non-essential items. She said 
the bill will be a 4% tax on entertainment, jewelry, watches 
over $200.00, recreation activities, luxury cars and trucks 
over $15,000.00, sporting goods, souvenirs and novelty 
items, and services such as alcohol served on the premises, 
cable TV such as HBO, theater ticket sales, and sporting 
events designed for profit. Rep. Moore stated there is a 
$100.00 exemption certificate allowance in the bill and 
there is a 2% penalty if the tax is not collected. She 
urged support and thanked the committee for their time. 

Testifying Proponents and Who They Represent: 

Rep. Orville Ellison, House District 81 

Proponent Testimony: 

Rep. Orville Ellison stated the bill has good possibilities 
since this would be a tax no one would be forced to pay. He 
said this is strictly a matter of choice and does not tax 
necessities. He stated the bill should be seriously 
considered. 

Testifying Opponents and Who They Represent: 

Ray Brandewere, Manufactured Housing and Recreational 
Vehicle Association 

Bob Durkee, Montana Tavern Association 
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Don Engles, Montana Chamber of Commerce 
Tom Harrison, Montana Auto Dealers Association 
Bonnie Tippy, Montana Innkeepers Association 

Opponent Testimony: 

Ray Brandewere stated the bill is a 4% sales tax on items 
people use and enjoy. He said recreation is very important 
to everyone and should not be taxed. He suggested an 
amendment to include luxury clothing such as furs. He 
stated a sales tax should be on everything, not a few items. 

Bob Durkee stated his organization opposes any sales tax. 
He said that currently, 58.5% of the total price on a bottle 
of liquor is taxes. He urged opposition to the bill. 

Don Engles stated his organization opposes selective sales 
taxes in any form. 

Tom Harrison said his organization opposed the bill. He 
said the tax on cars over $15,000.00 should be exempted and 
the tax applied on any amount over $15,000.00. He stated 
automobiles costing $15,000.00 are not luxury cars. He 
asked the committee to consider this suggestion. 

Bonnie Tippy stated her organization opposed the bill. She 
urged defeat by the committee. 

Questions From Committee Members: Rep. Patterson asked Rep. 
Moore if she would object to including furs in the bill. 
Rep. Moore replied she would not object. 

Rep. Good asked Rep. Moore how this tax would be put into 
effect. Rep. Moore replied the retailer would be given a 
list of things that are covered by the 4% tax. 

Rep. Hanson asked Rep. Moore if she would object to raising 
the truck price to $20,000.00 before they would be taxed. 
Rep. Moore stated she had no objection to that. Rep. Hanson 
then asked about camping equipment in regard to outfitters. 
Rep. Moore stated they would be eligible for the certificate 
of exemption under the bill. 

Rep. Ellison asked Rep. Moore if she would object to 
striking trucks completely from the bill, add furs and other 
luxury clothing and strike liquor by the drink from the 
bill. Rep. Moore said she would not object. 

Closing by Sponsor: Rep. Moore thanked the committee for their 
time and attention. She said she would not object to the 
suggested amendments to the bill. She stated RVs could have 
a limit of $10,000.00. She said the intent of the bill is 
to tax those best able to pay. 
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DISPOSITION OF HOUSE BILL 779 

Motion: None. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: None. 

HEARING ON HOUSE BILL 787 

Presentation and Opening Statement by Sponsor: 

Rep. Bob Raney, District 82, stated HB 787 is a tax on the 
export of merchantable logs. Rep. Raney said the lumber 
companies export their logs because there are no mills in 
the adjacent areas where they are harvesting the timber. He 
said the lumber companies are suffering from a shortage of 
logs and some are closing_ He stated the problem of the 
exportation of logs out of the United States needs to be 
addressed. Rep. Raney stated, under the bill, a 4% tax 
would be placed on merchantable logs to which no value is 
added within four months of harvest. He said the tax would 
be paid quarterly into a trust fund at the state treasury. 
Rep. Raney stated the interest from this fund would be 
available for grants for research and development of value 
added processing for wood products, for reforestation or for 
rehabilitation of areas damaged by forest practices. He 
said the four month period may not be long enough and the 
bill may have to be amended to extend this time. Rep. Raney 
said he was waiting for information to this effect before 
presenting an amendment. He stated the lumber people do not 
believe any logs are being shipped out of the country 
currently but this will surely be done in the future since 
Montana's mills are closing. He urged the committee's 
consideration of the bill. 

Testifying Proponents and Who They Represent: 

Rep. Jerry Driscoll, House District 92 

Proponent Testimony: 

Rep. Jerry Driscoll wished to be recorded as a proponent. 

Testifying Opponents and Who They Represent: 

Rep. Barry Stang, House District 52 
Rep. Leo Giacometto, House District 24 
Stan Kaleczyc, Attorney, Plumcreek Lumber Company 
Tucker Hill, Champion International 
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Rep. Barry Stang stated he was opposed to the bill as 
written. He said if the bill was amended to include the 
surrounding states, he would support it. Rep. Stang said, 
in his area, the mills receive most of their logs from 
Idaho. He stated the bill as written would put these mills 
out of business. 

Rep. Leo Giacometto said in his area, lumber is private. He 
stated the logs are shipped to other states so they can use 
the land as grazing land. He opposed the bill as an unfair 
tax. 

Stan Kaleczyc stated the bill will solve problems that do 
not exist. He said Plumcreek Lumber does not export any 
lumber out of the state but they do import from other 
states. Mr. Kaleczyc stated the bill imposes the tax on 
inventory kept after four months. He said this is an 
unrealistic time frame. He stated there would be additional 
administrative costs to the mills to process this tax and 
additional costs to the Department of Revenue for auditing. 
He said the bill is not needed today nor in the immediate 
future. 

Tucker Hill stated he does not feel there is a problem nor 
will there be any such problem. He said he checked with 
other producers and they do not export logs nor are they 
aware of anyone who does. He stated the logs are separated 
by species and not the time they are received in the mill, 
therefore the four month time period would be very 
difficult. He urged opposition to the bill. 

Questions From Committee Members: Rep. Patterson asked Rep. 
Raney how this would be administered. Rep. Raney responded 
it would be known when logs are being exported, and then the 
guidelines would be established by the Department of Revenue 
for tax collection. 

Rep. Elliott asked Mr. Kaleczyc what Plumcreek's FOB Seattle 
costs were when exporting logs overseas. Mr. Kaleczyc 
stated he did not know but would get this information for 
the committee. 

Rep. Koehnke asked Mr. Kaleczyc to whom the logs were 
shipped by Plumcreek. Mr. Kaleczyc stated they primarily go 
to Japan. 

Rep. Cohen asked Mr. Kaleczyc about Plumcreek bringing logs 
in from Idaho. He asked where they are processed. Mr. 
Kaleczyc stated in Kalispell. Rep. Cohen said the mills 
have a 11% assessment rate of taxes but apparently this does 
not deter them from processing logs. Mr. Kaleczyc said the 
industry is cyclical and currently, they are doing very well 
so the tax is not a burden at this time. 
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Rep. Ellison asked Rep. Raney about the fact that there is a 
spring break up when mills cannot log and they must keep 
their inventory. He said he thought the inventory was self
regulating and the four month time frame was unnecessary. 
Rep. Raney replied the reason for including a time period 
was to address the constitutionality of taxing interstate 
commerce. He said he would be glad to make the time period 
one year. 

Rep. Ream asked Mr. Kaleczyc about the Columbia Falls lumber 
plant that receives logs from Canada. He asked if there 
would be any problem with the Canadian Free Trade Agreement 
and with interstate commerce. Mr. Kaleczyc replied there 
could be some problems but he was unsure on this issue. 

Closing by Sponsor: Rep. Raney stated resource taxation in 
Montana was nothing new but renewable resource taxation was 
new. He said there is no reason to wait until the problem 
exists before taking action. Rep. Raney stated the problem 
will exist very soon because of the closing of the lumber 
mills in the state and there is exporting of a sizable 
amount of logs currently. He said he had no objection to 
change the time limit to one year and include all 
surrounding states and provinces. Rep. Raney stated there 
will be a loss of many jobs in Montana due to exportation of 
logs out of the country. 

DISPOSITION OF HOUSE BILL 787 

Motion: None. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: None. Action will be taken at a later 
date. 

HEARING ON HOUSE BILL 783 

Presentation and Opening Statement by Sponsor: 

Rep. Mark O'Keefe, District 45, stated HB 783 is a bill to 
allow the state of Montana, through the Department of 
Revenue, to negotiate with anyone who wants to issue a State 
of Montana affinity credit card. He said the banks are 
anxious to do this. He stated the bill allows the DOR to 
negotiate with the banks and anyone who wanted to have a 
Montana State credit card could apply. He said whatever 
amount is negotiated with the banks, such as 1%, would come 
back to the state each time the credit card is used. He 
submitted a handout that explained how Catholic charities 
use credit cards in their fundraising. (Exhibit 1). Rep. 
O'Keefe submitted a fiscal note (Exhibit 2), but stated he 
did not sign it because he did not agree with it. He said 
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he will prepare a sponsor's fiscal note for the committee. 
Rep. O'Keefe said there would be an amendment to include 
credit unions in the bill. He said this is strictly 
voluntary and people could cut their taxes by participating 
in this program. 

Testifying Proponents and Who They Represent: 

Chip Erdeman, Montana League of Savings Institutions 
Earl Johnson, First Bank System 
Rep. Jerry Driscoll, District 92 
Rep. Bob Ream, District 54 

Proponent Testimony: 

Chip Erdeman stated this was an innovative bill. He said he 
did not know how the system would be set up or what 
technical problems might be encountered but it certainly 
deserved a chance. He proposed an amendment to the bill to 
allow savings and loan companies to participate. (Exhibit 
3). 

Earl Johnson stated his organization supports the bill. He 
said this will raise revenue in a non-traditional way. He 
urged passage of the bill. 

Rep. Jerry Driscoll stated he had a credit card from his 
union that has no annual fee and charges 14% interest. He 
said with each purchase, charities receive $.05. Rep. 
Driscoll stated this is an easy way to pay taxes. 

Rep. Bob Ream wished to be recorded as a proponent. 

Testifying Opponents and Who They Represent: 

Rep. Leo Giacometto, District 24 

Opponent Testimony: 

Rep. Leo Giacometto wished to be recorded as an opponent to 
the bill. 

Questions From Committee Members: Rep. Ellison asked Rep. 
O'Keefe how many other state credit cards are currently 
available in Montana. Rep. O'Keefe responded he did not 
know but there are no affinity group cards that have been 
issued on any Montana state bank. Rep. Ellison asked about 
the percentage the state would receive since there are many 
other credit cards available. Rep. O'Keefe replied 
according to projections on the national average, no other 
state has done this. He said the banks are very interested 
in this since, if it works in Montana, other states will be 
interested in issuing cards. 

Rep. Leo Giacometto asked Rep. O'Keefe what collateral would 
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be used for this credit card. Rep. O'Keefe replied there is 
no backing and the risk is taken by the banks who are the 
marketeers. He said the state has no liability in this 
situation. 

Rep. Elliott asked Rep. O'Keefe if there was any possibility 
of marketing the credit cards out of state to former 
residents or anyone who would just like to have a Montana . 
state card. Rep. O'Keefe said he was not sure about this 
but the marketers will be the banks. He said the first year 
the state may make little money since most of it will go 
into advertising the card. 

Rep. Ream asked Rep. O'Keefe why banks in Montana have not 
been interested in this. Rep. O'Keefe replied he thought it 
was because the credit card business is so competitive. He 
said there needs to be a large pool of customers in order to 
interest the banks. 

Rep. Good directed this same question to John Cavney of the 
Montana Banker's Association who was in the audience. Mr. 
Cavney said the Bank of Montana System in Great Falls issues 
credit cards. He said anyone who issues credit cards would 
be able to participate in this program plus out of state 
financial institutions. 

Closing by Sponsor: Rep. O'Keefe stated this must work for the 
banks in order to implement this system. He said he was 
working with the DOR on this and he saw no reason why 
Montana state should not have a credit card and receive 
needed revenue in this manner when credit cards are so much 
a way of life today. 

DISPOSITION OF HOUSE BILL 783 

Motion: None. 

Discussion: None. 

Amendments, Discussion, and Votes: None. 

Recommendation and Vote: None. Action will be taken at a later 
date. 

ADJOURNMENT 

Adjournment At: 9:30 a.m •. 

REP. 

DH/lj 

65l5.min 
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PROPOSED AMENDMENTS TO HB 783 
Introduced Copy 

Page 1, line 5,' following "BANKS", insert 
OR OTHER LENDING INSTITUTIONS 

Page 1, line 6, following "BANK", insert 
OR OTHER LENDING INSTITUTION 

Page 1, line 5, following "bank" insert 
or other lending institution 

Page 1, line 8, following "banks" insert 
or other leinding institutions 

Page 1, line 8, following "32-1-105" insert 
and 32-2-103 

Page 1, line 10, following "bank" insert 
or other lending institution 

Page 2, line 3, following "bank" insert 
or other lending institution 

Page 2, line 14, following "Bank" insert 
or other lending institution 

Page 2, line 15, following "32-1-105" insert 

3 
EXHIBIT (d.-II t2 
DATE ~ .. 

'~3 
~ 1~ 
~/f' /~J/-' 

f/ {j/~-r 

or a building and loan association as defined in 
32-2-103 

Page 2, line 16, following "Bank" insert 
or other lending institution 

Page 2, line 18, following "bank" insert 
or other lending institution 

Page 2, line 20, following "bank" insert 
or other lending institution 



VISITORS' REGlSTER 

HOUSE TAXATION COMMITTEE 
----~~----------------

DATE _M_a_rc_h_2_1_, _1_9_8_9 ______ _ 

SPONSOR Rep. Janet Moore 

--------------------------------------------------------------- -------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

~~ DuR/t.€E fvtr1t- .. -. tk-ZeJA- X._ 
{~~ ~~ ~~. MlII \~4 Rv .(3,41< X 
Ll /JUI.d~ ft t t~k" ,/ L:nlll~#'~-( X 
.~ I _~ 7L J-- ~3~7 X 11- ____ !7.i ~ --"-,-- . 

rzzh ' . 
.. 

I~ YYt ,.. y", "-.J; C 'j/}JJ·,r-fnt/L Q"'lMLy 
~Th -o~ldl-~ 

, 
5+M. Tw,lJ f0\[2 Ml " 1?ntAA~~ f\\'T~ ~W:""W~ftr~ 'I. 

(- l /~(j 'Stla.~ II ;viI ~kS"AJ )( 

y 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-33 



VISITORS' REGISTER 

HOUSE TAXATION COMMITTEE 
--------~~~~~~--~-----

BILL NO. DATE March 21, 1989 

SPONSOR Rep. Bob Raney 

----------------------------- ------------------------f--------- -------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

<;'T 4N It,q [., ~vly' ( J.{,.V K .-
J:;C-k~ Hr'(! 11< f )\ 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-33 



'( 
{:-

VISITORS' REGISTER 

HOUSE TAXATION COMMITTEE 
------~~~~~~----------

I3ILL NO. DATE March 21, 1989 

SPONSOR Rep. Mark O'Keefe 

-----------------------------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

CS-33 




