
TAXATION COMMITTEE 
45TH LEGISLATURE 

The Taxa t ion  committee was c a l l e d  t o  o r d e r  by Rep. Herb Huennekens, Chairman, 
a t  8:00 a . m . ,  February 11, 1977,  i n  room #434, C a p i t o l  B u i l d i n g ,  Helena.  A l l  
members w e r e  p r e s e n t .  HB 1 5 1  was t o  be h e a r d .  

Rep. John Vincent ,  D i s t r i c t  #78,  G a l l a t i n  County, sponsor  o f  HB 151 ,  e x p l a i n e d  
t h i s  b i l l  r e q u i r e s  e l e c t r i c a l  energy p roducers  t o  pay a l i c e n s e  t a x  o f  .0002C 
p e r  k i l o w a t t  hour  on a l l  e l e c t r i c a l  energy produced,  measured a t  t h e  s i t e  o f  

p r o d u c t i o n .  The b i l l  f u r t h e r  r e q u i r e s  p roducers  t o  f i l e  a 
HOUSE BILL s t a t e m e n t  o f  t h e i r  p r o d u c t i o n  and pay t h e  l i c e n s e  t a x  q u a r t e r l y .  

The b i l l  p r o v i d e s  a p e n a l t y  and i n t e r e s t  f o r  f a i l u r e  t o  pay t h e  
151  t a x  on t ime and e s t a b l i s h e s  t h a t  t a x e s  due a r e  a l i e n  on t h e  

p r o d u c e r s '  r e a l  p r o p e r t y  u n t i l  p a i d .  L a s t l y ,  t h e  b i l l  r e p e a l s  
t h e  t a x  exemption on e l e c t r i c a l  energy used t o  pump i r r i g a t i o n  wate r .  He recom- 
ments l o o k i n g  a t  t h e  r e p e a l e r .  

Ray Dore, Department o f  Revenue, a d v i s e s  t h e  i n t e n t  o f  t h e  o l d  law was t o  t a x  
t h e  s a l e  o f  energy a t  1 .86% o f  v a l u e .  The c o u r t  r u l e d  t h a t  t h i s  t a x  w a s  imposed 
upon t h e  s a l e  o f  e l e c t r i c i t y  going o u t  o f  s t a t e  a t .0002 KWH where produced.  
There s h o u l d  be no  problem w i t h  i n t e r s t a t e  p r o d u c t i o n  because  it is a produc- 
t i o n  t a x .  I t  is t h e  n e t  a f t e r  consumption i n  t h e  p l a n t  t o  produce t h e  power. 
P l a n t  consumption s h o u l d  be  o u t  o f  t h e  t a x  f i g u r e s .  

E v e r e t t  Shuey, Montana Power Co., B u t t e ,  t e s t i f i e d  t h e y  a r e  i n  accord  wi th  t h e  
t a x .  W i t h  t h e r m o p l a n t s  s t a t i o n  u s e  w i l l  run abou t  10% o f  t h e  t o t a l  p r o d u c t i o n  
of t h e  p l a n t .  They a r e  n o t  t a x i n g  t h i s  i n  accordance wi th  t h e  depar tment  o f  
revenue.  A t  -0002C based on 1975 p r o d u c t i o n ,  $1.4  m i l l i o n  would have been 
r a i s e d ;  i n  1976, $1,895,000 -$1,039,000 f o r  y e a r  end ing  12/31/76. Th is  would 
have been an i n c r e a s e  o f  $172,915. There i s  an  i n c r e a s e  t o  Montana Power i n  
t h e  t a x  which would have been passed  on t o  t h e  consumer. He d o e s n ' t  t h i n k  t h e r e  
s h o u l d  b e  an a d d i t i o n a l  t a x  on t h e  u t i l i t i e s ,  s o  h e  o f f e r e d  an amendment t h a t  
t h e  t a x  be .0001.7C which would y i e l d  $1.9 m i l l i o n  i n  1976, and a 1977 p r o j e c -  
t i o n  would y i e l d  $ 2 . 1  m i l l i o n .  I f  t h e  f a x  i s  a t  .0001.7Ct it would g e n e r a t e  
abou t  $1.8 m i l l i o n  o v e r a l l .  

Gene P h i l l i p s ,  P a c i f i c  Power & L i g h t  Co., K a l i s p e l l ,  MT, s u p p o r t s  t h e  b i l l .  
They have no g e n e r a t i o n  i n  Montana and purchase  t h e i r  power. 

OPPONENTS : 

Les Loble ,  Montana Dakota U t i l i t i e s ,  Helena,  h a s  agreed  t o  t h e  n e t  g e n e r a t i n g  
p r i n c i p l e .  I f  this a c t i o n  o c c u r s ,  MDU would oppose it i f  it c o s t  them more 
money. 

Mike Mulroney, The Washington Water Power Company, Helena,  recommends amending 
i n  accordance wi th  t h e  Montana Power Company amendment proposed.  

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

HOUSE BILL 712 - Rep. Fagg moved t h a t  HB 712 BE TABLED. Motion was approved. 
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HOUSE BILL 552 - Rep. Fabrega moved t o  recommend HB 552 Do Pass .  Af t e r  discus-  - 
s ion  o f  proposed amendments, t h i s  motion was withdrawn f o r  f u r t h e r  work on t h e  
amendments by Terry Cohea. 

HOUSE BILL 527 was considered and amendments d iscussed .  The amendments need 
- more a t t e n t i o n ,  so  t h i s  b i l l  w i l l  be  considered l a t e r .  

HOUSE BILL 637 - Rep. Williams quest ioned t h e  f i g u r e s  on l o s s  due t o  s p i l l a g e .  
There i s  only a  d i f f e r e n c e  of about 20 degrees i n  temperature between the  pipe- 
l i n e  and underground tanks.  The p i p e l i n e  temperature i s  55O ( r e f e r r i n g  t o  
d i e s e l  f u e l ) ,  and underground tanks average between 40-45O y e a r  around. A 
10,000 ga l lon  de l ive ry  t h a t  i s  de l ive red  and co r rec t ed  t o  62O sh r inks  about 
1% - a shr inkage  of  about  89 ga l lons  i n  10,000. The f e e l i n g  is  t h a t  t h e  g r e a t e s t  
shr inkage  would b e  around 1% going e i t h e r  up o r  down. Rep. Williams f e e l s  2% 
is too  l a r g e  an allowance. Gasoline i s  v o l a t i l e  and evaporates  more r e a d i l y .  

Rep. Fagg moved t h a t  HB 637 DO PASS AS AMENDED. Rep. Williams moved t h a t  t he  
2% f i g u r e  be reduced t o  1% of  the  f i r s t  6%,  which amendment was approved unani- 
mously. Rep. W i l l i a m s  f e e l s  t he re  i s  equi ty  i n  al lowing f u e l  o i l  d e a l e r s  a s  
we l l  a s  gas  dea l e r s  t h i s  same p r i v i l e g e .  Reps. Dassinger,  Hirsch,  Uhde voted 
No, Rep. Lien was absent .  The motion t o  recommend HB 637 DO PASS AS AMENDED 
c a r r i e d .  

HOUSE BILL 106 - Rep. Fabrega moved t h a t  HB 106 DO NOT PASS. Af te r  d i scuss ion  
t h i s  motion was withdrawn. Rep. Fabrega moved t o  TABLE HB 106. Motion was 
approved. 

HOUSE BILL 210 - Rep. Fabrega moved t h a t  HB 210 DO PASS. Amendments were con- 
s ide red  and i t  was f e l t  t h a t  a 3-year per iod  o f  t ime should be a  reasonable  time 
i n  which t o  develop a  l o t .  This amendment c a r r i e d  - Reps. Dassinger ,  Vincent ,  
Underdal voted No. The motion now read DO PASS AS AMENDED on which unanimous 
approval  was given.  

HOUSE BILL 11- Rep. Harrington moved a  recommendation of W NOT PASS. Motion 
c a r r i e d  by a  9-6 vote with Reps.Fagg and Lien absent .  

HOUSE BILL 10 - Rep. W i l l i a m s  moved t h a t  HB 10 DO NOT PASS. Rep. Fabrega made 
a s u b s t i t u t e  motion t h a t  HB 10 BE TABLED. The vote  t o  t a b l e  was 9-7 with Rep. 
Lien absent .  

HOUSE BILL 11 - Rep. Fagg moved t h a t  HB 11 be reconsidered.  Af te r  a  g r e a t  d e a l  
o f  d i scuss ion ,  , a vote of  9-7 with Rep. Hirsch absent  approved r econs ide ra t ion .  
Af t e r  f u r t h e r  d i scuss ion ,  a  vote of  10-6 with Rep. Hirsch absen t ,  approved t h e  
recommendation t o  TABLE HB 11. 

HOUSE BILL 9 - Rep. Fabrega moved t h a t  HB 9 BE TABLED. Unanimous dec i s ion  t o  
t a b l e .  

For copies  o f  any amendments, p l ea se  r e f e r  t o  t he  Standing Committee Reports i n  
Book #l. , 
Meeting adjourned a t  10: 30 a.m. 

u 

REP. HERB HUENNEKENS, CHAIRMAN 

@ephllne Lah t i ,  Secre ta ry  




