
TAXATION COMMITTEE 
45TH LEGISLATURE 

Chairman Rep. Herb Huennekens c a l l e d  t h e  House Taxa t ion  Committee t o  o r d e r  
a t  8:00 a.m., February 1, 1977, i n  room #434, C a p i t o l  B u i l d i n g ,  Helena,  MT. 
A l l  members were  p r e s e n t .  House B i l l s  474, 412, 422, 576, and S e n a t e  B i l l  9 .  

Rep. P e t e r  M. Meloy, D i s t r i c t  #29,  Lewis & Clark County,  sponsor  o f  HB 412, 
s a i d  t h i s  b i l l  amends t h e  p r o p e r t y  t a x  c l a s s i f i c a t i o n  a c t  i n  l a s t  y e a r ' s  t a x  
b i l l  which dropped from 33 1/3% t o  7% on a l l  b u s i n e s s  i n v e n t o r i e s .  T h i s  was 

supposed t o  make no f i s c a l  impac t ,  b u t  i t  dropped t h e  bot tom 
HOUSE BILL o u t  of t a x a b l e  v a l u e s  i n  some c i t i e s .  E a s t  Helena l o s t  $167,192 

i n  a s s e s s e d  v a l u a t i o n ,  of  which $46,000 was l o s t  mos t ly  t o  t h e  
4 12 c i t y ,  i n  t a x  l o s s .  S e v e r a l  o t h e r  c i t i e s  l o s t  a l s o .  The l o s s e s  

were s i g n i f i c a n t .  Th i s  b i l l  w i l l  c o r r e c t  t h a t  problem. See  
c h a r t  showing e f f e c t s  o f  s e l e c t e d  i n d u s t r i e s  t a x  r e c l a s s i f i c a t i o n  e f f e c t s  upon 
county t a x  b a s e s .  

HB 412 removes r a w  materials o f  nonrenewable r e s o u r c e s  from b u s i n e s s  i n v e n t o r i e s  
C l a s s  7 and p l a c e s  them i n  C l a s s  4. The p r o d u c t s  o f  a l l  mines a r e  s p e c i f i c a l l y  
exc luded  from t h i s  new c a t e g o r y .  The e f f e c t i v e  t a x  r a t e ,  i f  a s sessment  remained 
c o n s t a n t ,  would i n c r e a s e  from 4.2% t o  7.2%. 

Dean Zinnecker ,  r e s i d e n t  o f  E a s t  Helena,  s a y s  t h e  s c h o o l s  a r e  overcrowded and 
t h e y  need new s c h o o l  rooms. He u rges  t h e  committee move a "do pass"  on t h i s  
b i l l .  

S t e v e  Turk iewicz ,  MACo, Helena,  s u p p o r t s  HB 412. See h i s  t e s t imony .  

OPPONENTS: 

S t a n l e y  Lane, Manager o f  ASARCO a t  E a s t  Helena,  i s  opposed t o  HB 412, s a y i n g  
t h i s  C l a s s  7 r a t e  h e l p s  t o  o f f s e t  t h e  e x p e n d i t u r e  o f  b u i l d i n g  a $37 m i l l i o n  
s u l p h u r i c  a c i d  p l a n t  t h e y  had t o  i n s t a l l  i n  1975 t o  comply w i t h  env i ronmenta l  
r e g u l a t i o n s .  See  h i s  l e t t e r  a t t a c h e d .  They f e e l  t h e  p r o p e r t y  t a x e s  on t h i s  
p l a n t  w i l l  add enough t a x e s  t o  t h e  county t a x  r o l l s  t o  compensate f o r  any l o s s  
C l a s s  7 c l a s s i f i c a t i o n  of  i n v e n t o r y  has  caused.  

B i l l  S t e r n h a g e n ,  Anaconda Company, s a i d  HB 412 w i l l  c o s t  Anaconda q u i t e  a b i t  
o f  money. Anaconda i s  i n  a l o s s  p o s i t i o n  and has  been f o r  s e v e r a l  y e a r s .  
They h a v e n ' t  had t ime  t o  a s s e s s  t h e  e f f e c t  of a l l  t h e  b i l l s  p r e s e n t e d .  They 

- oppose HB 412. 

Rep. Meloy s a i d  ASARCO had been r e p o r t i n g  t h e i r  i n v e n t o r i e s  v e r y  a c c u r a t e l y .  
T h i s  a c t  i s  t o  s e p a r a t e  o u t  a c l a s s .  By a d o p t i n g  t h i s  amendment, a s p e c i a l  
c l a s s  f o r  non-renewable r e s o u r c e s  w i l l  b e  s e t  up. They had been pay ing  a t  
33 1/3% u n t i l  two y e a r s  ago. T h i s  b i l l  w i l l  p u t  us back i n t o  t h e  same p l a c e  
w e  were two y e a r s  ago. 

d 

The q u e s t i o n  o f  whether  "work i n  p r o g r e s s "  would cover  " f i n i s h e d  g a s "  produc- 
t i o n  w a s  r a i s e d .  Raw m a t e r i a l s  were based  a s  b u s i n e s s  i n v e n t o r i e s  when t h e  
b i l l  w a s  p a s s e d l a s t  y e a r  because  o f  t h e  d i f f e r e n c e  between e x t r a c t i v e  i n d u s t r y  
and t h e  r e t a i l  commercial k i n d  of i n v e n t o r y .  T h i s  p u t  them a l l  i n t o  t h e  lower 

1 c l a s s  l a s t  t ime.  
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Rep. Meloy s a i d  i f  t h e  committee can come up w i t h  some way o f  r e s t o r i n g  t h e  
t a x  b a s e  t h a t  was lowered l as t  s e s s i o n ,  h e  would b e  g l a d  t o  do something abou t  i t .  

Rep. J a c k  Ramirez, D i s t r i c t  #64, Yellowstone County, c h i e f  s p o n s o r  o f  HB 422, 
s a i d  t h i s  a c t  concerns  Subchap te r  S c o r p o r a t i o n s  and t h i s  would b r i n g  Montana 
i n t o  compliance w i t h  t h e  f e d e r a l  Tax Reform Act o f  1976 by d e f i n i n g  under what 

c i rcumstances  s t o c k  owned by spouses  may b e  t r e a t e d  a s  though 
HOUSE BILL owned by one s h a r e h o l d e r ;  by d e f i n i n g  t h e  t y p e  o f  t r u s t s  which 

may be counted as a  s h a r e h o l d e r ;  and by r e q u i r i n g  t h a t  new share -  
422 h o l d e r s  r e a f f i r m  t h e i r  e l e c t i o n  o f  t h e  s m a l l  b u s i n e s s  c o r p o r a t i o n  

o p t i o n .  

Ray Dore, DOR, s u p p o r t s  HB 422. He o f f e r s  amendments on page 2 ,  l i n e  3 ,  fo l low- 
i n g  " s t o c k " ,  s t r i k e  "which" and i n s e r t  " s h a l l  be  t r e a t e d  as owned by one 
s h a r e h o l d e r  when it"; and on l i n e  1 9 ,  f o l l o w i n g  " d e a t h s " ,  s t r i k e  " s h a l l  b e  
t r e a t e d  a s  owned by one s h a r e h o l d e r " .  

S e n a t o r  C a r r o l l  Graham, D i s t r i c t  #29,  B ig  Horn County, sponsored  SB 9.  Dave 
Cogley e x p l a i n e d  t h i s  a c t  which d e a l s  w i t h  t h e  l a w s  r e l a t i n g  t o  gambling.  I t  
is i n t e n d e d  t o  c l e a n  up some o f  t h e  language i n  t h e  gambling laws.  T h i s  b i l l  

d e s e r v e s  some c l o s e .  s c r u t i n y .  I t  i n t e n d s  t o  c l a r i f y  what a  
SENATE BILL gambling game i s .  I t  is  a  r e c o d i f i c a t i o n  b i l l  c l a r i f y i n g  and . r e o r g a n i z i n g  t h e  s t a t e  gambling laws. A summary i s  a t t a c h e d  

9 which e x p l a i n s  t h e  changes t h a t  were made. 

I There  were no opponents .  

The d i s t r i c t  c o u r t  w i l l  have t h e  a u t h o r i t y  o v e r  p r o s e c u t i o n  o f  c a r d  games 
gambling v i o l a t i o n s ,  and t h e  c i t y  p o l i c e  and county a t t o r n e y  would e n f o r c e  
t h e s e  laws.  

Rep. W. Jay Fabrega ,  D i s t r i c t  #44,  Cascade County, c h i e f  s p o n s o r  o f  HB 576,  
e x p l a i n e d  t h i s  b i l l  amends t h e  i n i t i a t i v e  " S t a t e  Funded Homestead Tax R e l i e f  
Act" r e q u i r i n g  t h a t  t h e  depar tment  of revenue c a l c u l a t e  t h e  r e b a t e  t o  each 

homeowner and i s s u e  a w a r r a n t  t o  him upon r e c e i p t  o f  t h e  home- 
HOUSE BILL owner ' s  a p p l i c a t i o n .  Changes r e q u i r e d  t o  h a n d l e  t h e  Homestead 

Tax Refund Act would e n t a i l  much a d d i t i o n a l  work and equipment. - 
5 76 WR would m a i l  2  cop ies  t o  t h e  t a x p a y e r ,  one f o r  t h e  DOR; t h e  

n o t i c e  o f  t a x  r e l i e f  and form n e c e s s a r y  t o  b e  f i l l e d  o u t  and 
r e t u r n e d  i n  o r d e r  t o  r e c e i v e  t h e  t a x  r e l i e f  payment. T h i s  can 

be r e t u r n e d  w i t h  t h e  t a x  payment. 

Margare t  Temple, P r e s i d e n t  o f  t h e  County T r e a s u r e r s  A s s o c i a t i o n ,  s u p p o r t s  HB 576. 
She s a i d  t h e  owner would n o t  have t o  d e c l a r e  t h i s  r e fund  a s  an  income u n l e s s  he  
t a k e s  it a s  a deduc t ion  on h i s  income t a x  b i l l .  See h e r  t e s t imony .  

\ 
May J e n k i n s ,  Montana T r e a s u r e r s  A s s o c i a t i o n ,  Yel lowstone County, s a i d  HB 1 4 1  
w a s  a  n igh tmare .  HB 576 would p r o v e  a  ve ry  s imple  form and s i n c e  t h i s  i s  a  

1 s ta te  r e f u n d ,  s h e  d o e s n ' t  t h i n k  t h e  county s h o u l d  b e  s a d d l e d  w i t h  t h e  job of  
t h e  r e f u n d i n g  p r o c e s s .  See h e r  tes t imony a t t a c h e d .  
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Dennis Burr  s a i d  t he  DOR d i d  n o t  r eques t  t h i s  b i l l  a s  is shown on t h e  b i l l .  
I t  would r e q u i r e  t h a t  a  home owner make a p p l i c a t i o n  by March 31. He t h i n k s  
HB 576 c r e a t e s  more work f o r  county t r e a s u r e r s  s i n c e  HB 141  has only one n o t i c e  
t o  be  r e t u r n e d  and HB 576 r e q u i r e s  3  forms. HB 576 makes t h e  home owner pay 
h i s  complete t a x  and then apply f o r  a  refund l a t e r .  He recommends i n s e r t i n g  
Rep. Fabrega ' s  proposed amendments. Under HB 576 each county ' s  s h a r e  and a l s o  
t h e  i n d i v i d u a l ' s  s h a r e  would be  shown. HB 141  would provide each i n d i v i d u a l  
with a  t a x  b i l l  which i s  reduced by t h e  amount o f  t h e  s t a t e ' s  sha re .  I f  t h e  
money i s  f i gu red  f o r  t h e  county,  it w i l l  r e q u i r e  112 checks t o  reimburse t h e  
coun t i e s  f o r  t h e  sha re  o f  t a x  they would l o s e  under t h i s  r e l i e f  a c t .  I t  w i l l  
t ake  400,000 checks t o  home owners t o  pay t h i s  refund,  and t h i s  would be a  
s i g n i f i c a n t  expense. Two i n s t a l l m e n t s  would be  r e q u i r e d ,  s o  it would be neces- 
s a r y  t o  send checks twice.  

Rep. Fabrega s a i d  t h e r e  i s  s o  much s i m i l a r i t y  between HB 141 and HB 576. The 
department would be a l l o c a t e d  $200,000 f o r  a d m i n i s t r a t i v e  expenses ,  b u t  what 
would i t  c o s t  the count ies?  I f  t h i s  r e q u i r e s  two payments, this program could 
n o t  be  funded f o r  more than two yea r s .  

Rep. Fabrega proposed an amendment s ay ing  t h a t  t axes  have t o  be p a i d  b e f o r e  
re fund  can be granted.  This  was n o t  mentioned i n  e i t h e r  b i l l .  

Rep. Dassinger  took ove r  chairmanship of  t h e  committee. 

Rep. Herb Huennekens, D i s t r i c t  #68, Yellowstone County, ch i e f  sponsor  o f  HB 474, 
expla ined  t h i s  a c t  r e p e a l s  t h e  law, passed i n  1975, exempting t h e  s a l a r i e s  o f  
Montana r e s i d e n t s  s e r v i n g  on a c t i v e  duty i n  t h e  r e g u l a r  armed s e r v i c e s  from 

s t a t e  income t axa t ion .  This b i l l  h a s  an immediate e f f e c t i v e  
HOUSE BILL d a t e  t h a t  would al low i t s  use t h i s  t a x  yea r .  This  a p p l i e s  on ly  

t o  earned  income from m i l i t a r y  s e r v i c e .  He th inks  someone who 
4 74 is  d r a f t e d  should be  e n t i t l e d  t o  more cons ide ra t i on ,  b u t  because 

of a  vo lun tee r  army now, m i l i t a r y  men should n o t  escape paying 
t axes  on t h e i r  income. The f e d e r a l  government has  now agreed t o  wi thhold  s t a t e  
income t a x  from m i l i t a r y  personnel  pay. Taxes had been u n c o l l e c t i b l e  p rev ious ly  
and t h a t  i s  t h e  reason f o r  t h i s  t a x  no t  having been c o l l e c t e d .  

Ray Dore, DOR, suppor t s  HB 474. He advised t h e  f e d e r a l  government w i l l  e n t e r  
i n t o  agreements with a l l  t h e  s t a t e s  t o  withhold t h i s  t a x .  He o f f e r e d  an 

- amendment i n s e r t i n g  an e f f e c t i v e  d a t e  o f  December 31, 1977. 

OPPONENTS : 

Rep. Warren O'Keefe opposes HB 474, and urges  t h e  committee g i v e  s e r i o u s  con- 
s i d e r a t i o n  i n  opposing t h i s  l e g i s l a t i o n .  

Bob Durkee, VFW, oppdses HB 474. 

Hugh ~umming, American Legion o f  Montana, Helena, opposes HB 474, s ay ing  it 
would be double t a x a t i o n .  

1 Rep. W. Jay Fabrega opposes HB 474. 
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3 Rep. Huennekens c l o s e d  s a y i n g  he  would u rge  r e p e a l  o f  t h i s  b i l l  i n  c a s e  o f  w a r .  - 
He would l i k e  the revenue depar tment  t o  c l a r i f y  i f  t h e r e  i s  a p r o v i s i o n  n o t  
t o  have double  t a x a t i o n  i n  t h e  t a x  l a w s .  The q u e s t i o n  o f  double  t a x a t i o n  
s h o u l d  b e  s t u d i e d .  

It was b rought  o u t  d u r i n g  q u e s t i o n s  t h a t  doub le  t a x a t i o n  i s  e f f e c t e d  through 
- t o l l  t a x e s ,  sales t a x e s ,  etc.  

Bob Corcoran,  DOR a t t o r n e y ,  adv i sed  i f  t h e r e  i s  a  s a l e s  t a x ,  it does  n o t  
c o n s t i t u t e  double  t a x a t i o n  t o  a m i l i t a r y  man. S a l e s  t a x  p a i d  i n  Nebraska 
would be  d e d u c t i b l e  i n  Montana. If a  r e s i d e n t  o f  t h e  s t a t e  o f  Montana, and 
Montana income t a x  law i s  i n  e f f e c t ,  he would have t o  pay income t a x  t o  t h e  
s t a t e .  However, i f  an  i n d i v i d u a l  i s  a  r e s i d e n t  o f  a n o t h e r  s t a t e  and c l a i m s  
r e s i d e n c y  i n  t h e  o t h e r  s t a t e ,  he  would n o t  be  t a x e d  i n  Montana. There  w a s  
a g r e a t  d e a l  o f  d i s c u s s i o n  on d u a l  t a x a t i o n  problems. 

Howard V r a l s t e d ,  WR, s a i d  i f  a  man comes h e r e  w i t h  t h e  i n t e n t i o n  o f  becoming 
a r e s i d e n t ,  d o m i c i l i a r y  r e s i d e n c e ,  i f  t h a t  i s  h i s  i n t e n t i o n ,  he  i s  s u b j e c t  t o  
a t a x  from any s o u r c e s .  I f  a r e s i d e n t  o f  a n o t h e r  s t a t e ,  h i s  o u t - o f - s t a t e  
e a r n i n g s  would n o t  be  t a x a b l e  i n  Montana. Vot ing r i g h t s  o f  i t s e l f  does n o t  
make f o r  a r e s i d e n t  w i t h o u t  i n t e n t  o f  b e i n g  a  Montanan. A l l  Montana r e s i d e n t s  
a r e  t a x a b l e  on t h e i r  t o t a l  income b u t  t h e r e  a r e  some r e c i p r o c i t y  agreements 
w i t h  some s t a t e s .  

M r .  Corcoran f u r t h e r  a d v i s e d  t h e  Supreme Court  h a s  s a i d  i t  i s  n o t  double  t axa-  
Ir t i o n  t o  t a x  a s e r v i c e  man on h i s  income i n  h i s  s t a t e  o f  r e s i d e n c y  and y e t  

to r q u i r e  him t o  pay t h e  s a l e s  t a x  i n  t h e  s t a t e  o f  h i s  c u r r e n t  d o m i c i l e .  

The committee r e c e s s e d  t o  an e x e c u t i v e  s e s s i o n .  
I 

House B i l l  292 was cons idered .  Rep. Vincent  proposed amendments on r e t r o f i t -  
t i n g .  F u r t h e r  a c t i o n  w i l l  b e  t a k e n  a t  a  l a t e r  d a t e .  

The mee t ing  ad journed  a t  11:45 a.m. 

KENS, CHAIRMAN 

/ j '~ose$ ine  L a h t i ,  S e c r e t a r y  




