
TAXATION COMMITTEE 
45TH LEGISLATURE 

Chairman Rep. Herb Huennekens c a l l e d  t h e  T a x a t i o n  Committee t o  o r d e r  a t  8 :10  
a . m . ,  ~ Q e b r u a r y  8 ,  1977,  i n  room #434,  c a p i t o i  B u i l d i n g ,  He lena .  Rep. John  
V i n c e n t  was excused ;  a l l  o t h e r  members were  p r e s e n t .  B i l l s  t o  b e  h e a r d  were 
HB 9 ,  1 0 ,  11, 599 and 637.  

Rep. S e i f e r t ,  D i s t r i c t  #26, Lake County,  c h i e f  s p o n s o r ,  e x p l a i n e d  t h i s  i s  a n  
a c t  t o  amend p r e s e n t  law t o  p r o v i d e  f o r  a 2 %  d e d u c t i o n  o f  t h e  t a x  p a i d  t o  a l l o w  
f o r s h r j n k a g e ,  s p i l l a g e  and e v a p o r a t i o n  o f  f u e l .  Page  4 ,  l i n e s  21-25 e x p l a i n s  

t h i s  b i l l .  A l i c e n s e d  s p e c i a l  f u e l  d e a l e r  i s  a l l o w e d  a deduc- 
HOUSE BILL t i o n  e q u a l  t o  2% o f  t h e  t a x e s  p a i d  by t h e  d e a l e r  unde r  84-1832.1 

a s  a n  a l l o w a n c e  f o r  s h r i n k a g e ,  s p i l l a g e ,  and e v a p o r a t i o n  o f  
637 s p e c i a l  f u e l s  and  o t h e r  l o s s e s  beyond t h e  d e a l e r ' s  c o n t r o l .  

H e  p r e s e n t e d  i n f o r m a t i o n  on s h r i n k a g e  f a c t o r s .  ( a t t a c h e d )  
T h e r e  a r e  p r o b l e m s , a  s p e c i a l  f u e l  d e a l e r  i s  r e q u i r e d  t o  f i l l  o u t  a r e p o r t  e a c h  
month which  r e q u i r e s  a g r e a t  amount o f  d e t a i l e d  bookkeep ing  which g e t s  t o  b e  a 
h a s s l e ,  s o  h e  feels t h e y  are e n t i t l e d  t o  some compensa t ion .  

Rep. S e i f e r t  c a l l e d  on  L a r r y  Huss ,  Montana Truck S t o p  O p e r a t o r s ,  who s p o k e  
b r i e f l y  and  c a l l e d  on t h e  f o l l o w i n g  t r u c k  s t o p  o p e r a t o r s  who s p o k e  o n  a c c o u n t i n g  
c o s t s ,  t a x e s  p a i d  on  s h r i n k a g e  and l o s s  on  r e t a i l  sales:  C h a r l e s  C o r n e t ,  E a s t  
a n d  West Husky Parkway,  B i l l i n g s ,  who l e f t  a s t a t e m e n t ;  Ray Havig ,  B a i r s  T ruck  
S t o p s ,  B u t t e ;  W a l t e r  B a z z a n e l l a ,  Walts T r a v e l  C e n t e r ,  B u t t e ;  Les S t e v e n s o n ,  
Nor th  C e n t r a l  Truck  S t o p  O p e r a t o r s ,  Havre ;  H a r r y  H.  A l l e n ,  Husky Truck S t o p ,  
He lena .  

L a r r y  Huss n o t e d  o t h e r  s t a t e s  do h a v e  t h i s  p r i v i l e g e  and Montana p r o v i d e s  a 
s i m i l a r  t a x  r e d u c t i o n  on  g a s o l i n e  d e a l e r s .  C o s t s  are above  t h e  2% r e l i e f .  

OPPONENTS : 

J i m  Beck,  Depar tment  o f  Highways,  s a i d  t h e  f i s c a l  i m p a c t  would b e  $155,693 p e r  
y e a r  i f  t h i s  commi t t ee  p a s s e s  t h i s  b i l l .  T h i s  is o n e  o f  many b i l l s  t a k i n g  away 
f rom highway t r u s t  f u n d s .  Each b i l l  by i t s e l f  i s  n o t  much money, b u t  t o g e t h e r  
t h e y  add  up. W e  c a n ' t  a r g u e  w i t h  t h e i r  p l i g h t  inasmuch as g a s  d e a l e r s  g e t  
t h i s  r e l i e f .  S u g g e s t  i t  b e  amended t o  p r o v i d e  s p e c i a l  f u e l  d e a l e r s  w i t h  t h e  
i d e n t i c a l  r e l i e f  as g a s  d e a l e r s  by i n s e r t i n g  " f i r s t  6$ o f  t h e "  f o l l o w i n g  "2% 

_ o f  t h e "  o n  p a g e  4 ,  l i n e  22. 

Rep. S e i f e r t  c l o s e d  s a y i n g  t h i s  would  be  a p p l i c a b l e  t o  s p e c i a l  f u e l  d e a l e r s .  H e  
would go  a l o n g  w i t h  M r .  B e c k ' s  amendment r a t h e r  t h a n  l o s e  t h e  b i l l .  

Rep. J a c k  Moore, D i s t r i c t  #41 ,  Cascade  County ,  c h i e f  s p o n s o r ,  a d v i s e d  t h i s  b i l l  
would r a i s e  t h e  p e r s o n a l  income t a x  exempt ion  f o r  e a c h  p e r s o n  f rom $650 t o  $750.  
T h i s  would i n c l u d e  s p o u s e s  a n d  d e p e n d e n t s  65  and  o v e r  a n d  b l i n d .  The d e p a r t m e n t  

o f  r e v e n u e  p r o j e c t s  t h e  s t a t e  would l o s e  a round  $2 .9  t o  $ 5 . 9  
HOUSE BILL m i l l i o n  d o l l a r s  t h e  f i r s t  y e a r  and  $3 .9  t o  $ 5 . 9  m i l l i o n  d o l l a r s  

i n  1979.  
10  

OPPONENTS: 
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W .  A. G r o f f ,  D i r e c t o r  o f  t h e  Department o f  Revenue, s a i d  he d o e s n ' t  know how 
l o n g  t h i s  can be contin,ued a s  i t  i s  necessa ry  t o  r e a l i z e  someone h a s  t o  pay 
t a x e s .  I f  you want t o  do t h i s ,  we w i l l  have t o  go back t o  r a t e  s c h e d u l e s .  

Howard V r a l s t e d ,  A d m i n i s t r a t o r  o f  t h e  Income Tax D i v i s i o n ,  DOR, proposed two 
amendments as shown on h i s  w r i t t e n  t es t imony .  

Rep. Moore c l o s e d  s a y i n g  h e  had no qualms about  t h e  proposed amendments; however, 
t h e  e f f e c t i v e  d a t e  would a f f e c t  t h e  peop le  a f t e r  December 1976,  and i f  it were 
s o o n e r ,  it would be b e t t e r .  

Rep. Jack Moore, c h i e f  s p o n s o r  o f  HB 11, s a i d  what t h i s  b i l l  r e a l l y  does i s  i t  
s a v e s  t h e  Montana i n d i v i d u a l  income t a x p a y e r  between $11.8 and $12 m i l l i o n  do l -  
lars which h e  does  g e t  t o  keep.  HB 1 0  is  n o t  a p o l i t i c a l  b i l l ,  b u t  i s  something 

t o  h e l p  i n d i v i d u a l s  i n  t h e  s t a t e .  He c i t e d  f i g u r e s  on t h e  number 
HOUSE BILL o f  pe rsons  pay ing  income t a x e s  i n  Montana. T h i s  b i l l  r e p e a l s  t h e  

10% s u r t a x  on s t a t e  income t a x e s .  
11 

Edward W .  Nelson,  Montana Taxpayers A s s o c i a t i o n ,  p o i n t e d  o u t  
that  d e s p i t e  t h e  f a c t  t h e  s t a t e  showed a s u r p l u s  l a s t  f i s c a l  y e a r ,  it h a s  l o s t  
money o u t  o f  i t s  s u r p l u s  account  s i n c e  t h e  s t a t e  s p e n t  $800,000 more t h a n  it 
took i n .  Montana does have a p r o g r e s s i v e  income t a x ,  and add ing  t o  t h a t  t h e  
e f f e c t s  o f  i n f l a t i o n ,  income taxpayers  when t h e y  g e t  i n c r e a s e s ,  a c t u a l l y  l o s e  
money from a t a x  s t a n d p o i n t .  

n 

Tom Winsor, Montana Chamber o f  Commerce, p r e s e n t e d  some f i g u r e s  and s a i d  h e  
would s u b m i t  a s t a t e m e n t .  

OPPONENTS: 

W .  A .  G r o f f ,  Department o f  Revenue, s a i d  t h i s  b i l l  c o u l d  be  c a l l e d  a f e d e r a l  
t a x  r e l i e f  b i l l  s i n c e  t h e  f e d e r a l  government would p i c k  up t h e  10% s u r t a x .  

Rep. J a c k  Moore, c h i e f  sponsor  o f  HB 9, s a i d  t h i s  i s  t h e  t h i r d  o f  a s e r i e s  of  
t a x  b i l l s  t h a t  w i l l  a f f e c t  t h e  t a x p a y e r s .  There  was a referendum which p e o p l e  
d i d  p a s s  t h a t  o n l y  a f f e c t s  around 150,000 persons  who w i l l  g e t  $100 t o  $104 

OUSE back f o r  each o f  two y e a r s ;  beyond t h a t ,  d o e s n ' t  know where t h e  money w i l l  come 
BILL from. Th is  i s  f o r  t h e  l i t t l e  t axpayers ;  f o r  p e o p l e  who d o n ' t  i t e m i z e  t h e i r  

9 - d e d u c t i o n s .  Th is  b i l l  r a i s e s  t h e  s t a n d a r d  deduc t ion  a l lowed i n  computing 
g r o s s  income f o r  s t a t e  income t a x  purposes  from 10% t o  15%. 

Rep. Moore c l o s e d  s a y i n g  he does have an amendment, and t h a t  a l l  t h r e e  b i l l s  
s h o u l d  have an  e f f e c t i v e  d a t e .  

There  were no opponents .  

Rep. Edward L i e n ,  D i s t r i c t  #49, McCone County, sponsor  o f  HB 599,  e x p l a i n e d  t h i s  

1 b i l l  a l lows  s m a l l  c o r p o r a t i o n s ,  u n i n c o r p o r a t e d  b u s i n e s s e s ,  and p a r t n e r s h i p s  
whose owners r e p o r t  b u s i n e s s  income under  i n d i v i d u a l  income t a x  t o  t a k e  an 



27 - February 8, 1977 
Page 3 

HOUSE BILL inves tment  c r e d i t  i n  c e r t a i n  d e p r e c i a b l e  p r o p e r t y ,  a s  a l lowed 
under f e d e r a l  t a x  law, i n  c a l c u l a t i n g  s t a t e  income t a x e s .  This  

599 works on t h e  f e d e r a l  l e v e l  and w i l l  work on t h e  s t a t e  l e v e l .  
The b i l l  would a l l o w  t h e  c r e d i t  f o r  t a x a b l e  y e a r s  beg inn ing  

a f t e r  December 31, 1977. 

Rep. L ien  c a l l e d  on O t t l e y  R. Tschache, Smal l  Business  A d m i n i s t r a t i o n ,  who 
f e e l s  t h i s  b i l l  i s  v e r y  a p p r o p r i a t e  and e x p l a i n e d  what t h e  Smal l  Bus iness  Adminis- 
t r a t i o n  is.  T h i s  b i l l  would b e  one o f  t h e  most p r o g r e s s i v e  s t e p s  forward t o  
a s s i s t  new b u s i n e s s e s .  This  w i l l  i n s u r e  c o n t i n u e d  growth.  

Tom Winsor, Montana Chamber of  Commerce, r e a d  from a s t a t e m e n t  copy o f  which 
w i l l  be g iven  t o  t h e  s e c r e t a r y .  He c a l l e d  on W .  Joseph Wiloynski ,  Montana 
Chamber o f  Commerce, t a x  a c c o u n t a n t ,  who spoke and l e f t  a s t a t e m e n t  e x p l a i n i n g  
how i n v e s t m e n t  c r e d i t  works. 

Ed Nurse,  Helena Area Chamber of  Commerce, spoke b r i e f l y ,  i n  s u p p o r t  o f  HB 599. 

Russ Livergood,  Montana R e t a i l  A s s o c i a t i o n ,  i s  i n  s u p p o r t  o f  t h i s  b i l l .  

Rod Wilson,  B i l l i n g s  Chamber o f  Commerce, f e e l s  t h i s  i s  needed t o  p r o v i d e  t h e  
i n c e n t i v e  f o r  b u s i n e s s  growth and t o  h e l p  s m a l l  businessmen i n  t h e  s t a t e .  

Mike F i t z g e r a l d ,  O f f i c e  of  Commerce, r e a d  a s t a t e m e n t .  

Edward W. Nelson,  Montana Taxpayers A s s o c i a t i o n ,  would l i k e  t o  e n d o r s e  t h i s  
concep t  and is  i n  f a v o r  o f  t h i s  b i l l .  

There  were  no opponents .  

Rep. Lien c l o s e d  s t a t i n g  t h i s  t y p e  o f  t a x  i n c e n t i v e ,  whatever  i t  c o s t s  i n i t i a l l y ,  
w i l l  b e  r e t u r n e d  many f o l d  i n  i n c r e a s e d  t a x e s  and a l l  d e p r e c i a b l e  p r o p e r t y  w i l l  
go on  p r o p e r t y  t a x  r o l e s .  

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 .  

HOUSE BILL 141  - Rep. Fabrega moved t h a t  HB 1 4 1  W PASS. A f t e r  d i s c u s s i o n  by 
t h e  committee,  Rep. Fabrega moved t h a t  t h e  e f f e c t i v e  d a t e  s h a l l  be changed 
from J u l y  t o  January  1, 1977. There were 16 v o t i n g  Yes; Rep. Vincent  was 
excused.  Motion c a r r i e d .  Rep. Waldron moved t o  amend HB 141 by i n s e r t i n g  
" f o r  o n l y  t h e  t a x a b l e  y e a r  1977"; 1 3  voted No, and Reps. Waldron, Fagg, and 
B e r t e l s e n  v o t e d  Yes. Rep. Vincen t  was excused.  Motion f a i l e d .  Vote was t aken  
on t h e  motion by Rep. Fabrega t h a t  HB 141 AS AMENDED W PASS. Reps. Fagg, 
Underdal ,  Waldron vo ted  No. A l l  o t h e r  members vo ted  Yes. Rep. Vincent  was 
excused.  Motion c a r r i e d .  

HOUSE BILL 576 - Rep. Fabrega moved t h a t  HB 576 W NOT PASS. Motion c a r r i e d  
unanimous l y  . 
Meeting ad journed  a t  10:55 a.m. 

/;dosep* ~ n e  L a h t i ,  S e c r e t a r y  
I/ 




