
TAXATION COMMITTEE 
45TH LEGIS1,ATURE 

Chairman Rep. Herb Huennekens cal led  t h i s  meeting to  order a t  8:00 a.m. i n  
room #434, Capitol Building, Helena, February 2 1 ,  1977. Representatives Edward 
Lien and John Vincent were excused. B i l l s  t o  be heard today a r e  HB 681, 735, 
783. 

Rep. Steve Waldron, D i s t r i c t  97, sponsor of HB 681, explained t h i s  b i l l  exempts 
r e t a i l e r s  from most of the provisions of the  Montana Cigaret te Sales  Act. The 
b i l l  a l so  t rans fe r s  the administrat ion of the  a c t  from the Department of Revenue 

t o  the Department of Business Regulation. 
HOUSE BILL 

B i l l  Groff, Director of the Department of Revenue, f e e l s  regula- 
6  81 t ion  of t h i s  a c t  should be under the  Department of Business 

Regulation. 

OPPONENTS : 

Tom Maddox, executive d i rec to r  of the Montana Association of Tobacco and Candy 
~ i s t r i b u t o r s ,  asks disapproval of HB 681 and 106. See statements at tached.  

Harvey DeMars, owner of ~ o u i e ' s  Grocery, Helena, s t a t e d  t ha t  a s  owner of a 
small convenience s t o r e ,  a  large  pa r t  of h i s  s a l e s  depends on c iga r e t t e s ,  which 
i s  a  t r a f f i c  bui lder .  A s  i t  is  now regulated,  he can make a  10% gross p r o f i t ,  
but cos ts  a r e  more than 15% f o r  operation of the s t o r e ,  and it is  up allowing 
only a  1-1%% p r o f i t  increase .  He keeps c iga re t t es  priced low so  they a r e  t r a f -  
f i c  bui lders .  HB 681 would put  him a t  a  disadvantage. 

Dan Carpita,  Beaverhead Bar Supply, Dillon, MT, t e s t i f i e d  HB 681 w i l l  put  the 
small grocer i n  competition with the large  chain s t o r e s .  He opposes HB 681. 

Dick Disney, Department of Business Regulation, does not approve of t r ans fe r r ing  
the enforcement of t h i s  a c t  t o  the Department of Business Regulation because he 
f ee l s  they could not  enforce it i n  the  form i n  which i t  i s  a t  present .  

John P .  Poston, Montana Coin Machine Operators, Helena, opposes the b i l l  because 
he f ee l s  s t o r e s  could s e l l  a t  lower pr ices  than vending machines could. See h i s  
statement at tached.  

B i l l  Jappe, Mini Co-op, Dillon, s a id  he cannot operate on the small p r o f i t  
margin t h a t  HB 681 would allow. 

Frank H .  d is hop, Sheehan's of Helena, Inc . ,  Helena, opposes HB 681. 

Rep. Waldron closed by saying he cannot see why HB 681 would i n v i t e  p r i c e  wars. 
Small s t o r e s  a r e  already going out  of business and c iga r e t t e  pr ic ing won't have 
much t o  do with t h a t  anyway. Vending machines s e l l  a t  a  g rea te r  p r i c e  than 
small s t o r e s  do. A s  f a r  as the c iga r e t t e  revenue a c t  i s  concerned, the  same 
amount of revenue w i l l  be received by the s t a t e .  The Department of Revenue's 
job is  t o  deal  with revenue, and the Department of Business Regulation's job 
i s  t o  regula te  business and unfai r  p rac t i ces .  Perhaps the  Department of Regula- 
t ion  is  not  necessary. 
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Ques t ions  from t h e  committee members b rought  o u t  t h a t  t h e  Department o f  Revenue 
p e r s o n n e l  f e e l  t h e y  s h o u l d  n o t  r e g u l a t e  p r i c e s  s i n c e  we do have t h e  U n f a i r  
P r a c t i c e s  Act.  They do n o t  t h i n k  t h e  depar tment  c o l l e c t i n g  t a x e s  s h o u l d  s e t  
and r e g u l a t e  p r i c e s .  The Department of Bus iness  Regula t ion  t h i n k s  t h e y  s h o u l d  
n o t  r e g u l a t e  something t h a t  they  d o n ' t  l i c e n s e .  No d e s i g n a t e d  amount of revenue 
i s  a s s i g n e d  t o  t h e  C i g a r e t t e  Enforcement Act .  The Unfa i r  P r a c t i c e s  Act h a s  been 
on  t h e  s t a t u t e s  s i n c e  1937 and i t  h a s  been found t o  be unenforceab le  i n  i t s  
p r e s e n t  form and  r e c o d i f i c a t i o n  h a s  been asked  f o r .  I t  has  been d e f i n e d  by 
t h e  c o u r t s  a s  u n c o n s t i t u t i o n a l .  

A p r i c e  w a r  c o u l d  be  s t a r t e d  because  p e o p l e  d o n ' t  unders tand  t h e  law o r  a r e  
immoral. Th i s  happens now when c i g a r e t t e s  a r e  used a s  a  l o s s  l e a d e r .  I n  
t r y i n g  t o  a t t r a c t  peop le  t o  t h e i r  s t o r e ,  t h e  owner i s  mot iva ted  t o  t r y  t o  
ou tdo  t h e  o t h e r  and s o  t h i s  causes  a  c o s t  b r e a k .  The o t h e r  s t o r e s  have t h e  
o p p o r t u n i t y  t o  meet t h i s  compet i t ion  under  p r e s e n t  law,  b u t  i t  would be 
s u i c i d e  t o  do s o .  The WR i s  e n f o r c i n g  t h e  C i g a r e t t e  S a l e s  Act  w e l l .  

Rep. Dorothy Bradl-ey, D i s t r i c t  #77,  sponsor  o f  HB 783, adv i sed  t h i s  b i l l  
a l l o w s  household and dependent  c a r e  s e r v i c e s  i n c u r r e d  a s  employment-related 
expenses  t o  be  deducted i n  computing s t a t e  income t a x e s .  The b i l l  v a r i e s  from 

t h e  f e d e r a l  r e g u l a t i o n s  r e f e r e n c e d  i n  Montana s t a t u t e ,  p r i o r  
HOUSE BILL t o  t h e  1976 Tax Reform A c t ,  by a l l o w i n g  a  t a x p a y e r  working 

p a r t - t i m e  t o  c l a i m  i t  by l i m i t i n g  t h e  f u l l  d e d u c t i o n  t o  pe rsons  
753 o r  coup les  e a r n i n g  $18,000 o r  l e s s ,  and a l l o w i n g  o n l y  c h i l d r e n ,  

o t h e r  t h a n  handicapped c h i l d r e n ,  1 0  y e a r s  o l d  o r  l e s s  t o  b e  
q u a l i f i e d  f o r  t h i s  dependent  c a r e .  

Howard V r a l s t a d ,  Department o f  Revenue, o f f e r e d  an amendment p r o v i d i n g  f o r  an 
e f f e c t i v e  d a t e  o f  passage  and approva l :  " S e c t i o n  3. E f f e c t i v e  d a t e .  Th i s  a c t  
s h a l l  become e f f e c t i v e  upon passage  and a p p r o v a l  and s h a l l  app ly  t o  t a x a b l e  
y e a r s  b e g i n n i n g  a f t e r  December 31, 1975. " 

Rep. John S c u l l y ,  D i s t r i c t  76, sponsor  o f  HB 735, s t a t e d  t h i s  b i l l  a d d r e s s e s  
i t s e l f  t o  a  problem t h a t  h a s  been around f o r  many, many y e a r s  d e a l i n g  w i t h  bank 
t a x a t i o n .  Th is  b i l l  d e a l s  w i t h  t h e  bank s h a r e  t a x  which becomes very  c o n f u s i n g  

t o  everyone i n v o l v e d  i n  bank t a x a t i o n .  When we l o s e  o u r  g a i n  i n  
HOUSE BILL t a x a t i o n ,  we o v e r r e a c t .  There a r e  s o  many t y p e s  o f  banks we 

c a n ' t  g e t  t o g e t h e r  s o  t h a t  t h e r e  i s  an e q u a l  t a x a t i o n  th roughout  
- 735 t h e  s t a t e .  Some amendments w i l l  have t o  be made i n  HB 735. He 

asked t h i s  committee t o  t a k e  a  look a t  t h e  fundamental  b a s i c s .  
There  is  a  tendency t o  p r o t e c t  s m a l l  banks.  Bank t a x a t i o n  i s  v e r y ,  ve ry  h i g h .  
W e  had b e t t e r  t a k e  a  look a t  our  t a x  s t r u c t u r e .  During t h e  i n t e r i m  t h e r e  was 
a  g r e a t  d e a l  o f  d i s c u s s i o n ,  b u t  t h e r e  is  a  need t o  look a t  t h e  e n t i r e  s t a t u t o r y  
p r o c e s s .  He d i d  n o t  wish t o  c l o s e  on arguments ,  s t a t i n g  t h e  bank r e p r e s e n t a t i v e s  
would answer q u e s t i o n s  by t h e  committee f o r  i n f o r m a t i o n  on bank t a x a t i o n .  I n  
t h e  n e x t  few y e a r s  i t  w i l l  be  n e c e s s a r y  t o  s i t  down and t a k e  a good look  a t  
bank t a x a t i o n .  

George T. Benne t t ,  Montana Bankers ~ s s o c i a t i o n ,  Helena,  s u p p o r t s  t h i s  b i l l .  He 
gave a  b r i e f  h i s t o r y  of  .banks .  Before  World War I ,  when a l l  p r o p e r t y  w a s  
a s s e s s e d  and t a x e d  a t  f u l l  cash  v a l u e ,  t h e  money was t a x e d  a s  o t h e r  p r o p e r t y  and 
w a s  an  a d  valorem t a x  on p r o p e r t y .  U .  S. o b l i g a t i o n s  a r e  n o t  t a x e d .  
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Then t h e  t a x  was s h i f t e d  from t h e  banks t o  t h e  s h a r e h o l d e r s .  You t a x e d  t h e  
s h a r e h o l d e r s  and n o t  t h e  banks ,  and t h i s  was p e r m i s s i b l e .  The banks were t o  
pay t h e  t a x  and t r y  t o  c o l l e c t  i t  from t h e  s h a r e h o l d e r s .  The U.S . broadened 
t h e  t a x  and t h e  s t a t e  cou ld  n o t  t a x  U.S. o b l i g a t i o n s  and s a v i n g s  and l o a n  
companies. Because o f  r e g u l a t i o n s  d r a f t e d  by t h e  DOR, a t t o r n e y s  f o r  banks 
looked  a t  t h e  s t a t u t e  and s t a r t e d  l i t i g a t i o n  i n  t h e  computat ion o f  t h e  t a x  on 
banks .  The U .  S. o b l i g a t i o n s  would have t o  be  e l i m i n a t e d .  There a r e  problems: 
Because i t  i s  a  t a x  on t h e  s h a r e h o l d e r s  and n o t  on t h e  banks.  I n  an a t t e m p t  
t o  e l i m i n a t e  t h e  v a l u e  o f  U .  S .  o b l i g a t i o n s  from t h e  v a l u e  b e i n g  t a x e d ,  a 
formula  was e s t a b l i s h e d .  S t a t e s  cou ld  t a x  bank s h a r e s  and could  i n c l u d e  U .  S .  
o b l i g a t i o n s .  A U. S .  judge dec ided  t h a t  U. S. o b l i g a t i o n s  s h o u l d  n o t  be  t a x e d ,  
b u t  p o i n t e d  o u t  t h a t  n o t  t h e  f u l l  v a l u e ,  b u t  o n l y  t h a t  p o r t i o n  r e p r e s e n t i n g  
t h e  n e t  worth o f  t h e  bank s h o u l d  b e  t axed .  Th is  formula  a l lows  t o  b e  done 
what t h e  d i s t r i c t  c o u r t  h e r e  s a y s  shou ld  be done t o  e l i m i n a t e  U .  S .  o b l i g a t i o n s  
from t h e  bank v a l u e .  

The banks a r e  a s k i n g  an  e q u a l i z a t i o n  o f  t h e i r  p r o p e r t i e s .  Bank s h a r e  t a x  i s  
an ad valorem t a x .  P r o p e r t y  t a x  i s  b e i n g  c o n t i n u a l l y  e roded  away because  o f  
s p e c i a l  c l a s s e s  and exemptions.  S o l v e n t  c r e d i t s  a r e  exempt. The s t u d y  j u s t  
completed by t h e  i n t e r i m  committee h a s  a  g r a d i e n t ;  t h e r e  a r e  t a x p a y e r s  who 
e n j o y  c e r t a i n  p r i v i l e g e s .  Net g r o s s  p roceeds  o f  mines and r i g h t  o f  e n t r y  a r e  
i n  l i e u  o f  a t a x  on m i n e r a l s  i n  p l a c e .  U t i l i t i e s ,  r a i l r o a d s ,  e t c . ,  a r e  a s s e s s e d  
a t  16% - s t i l l  w e l l  above t h e  average p r o p e r t y  o f  t h e  s t a t e .  The e q u a l i z a t i o n  
f a c t o r  needs t o  b e  s t u d i e d .  Th is  b i l l  i s  a means o f  reminding t h e  committee 
t h a t  banks a r e  pay ing  t h e  t a r g e t  t a x .  Net worth a t  100% p l a c e s  t h e  t a x  on t h e  
banks r a t h e r  t h a n  on s h a r e h o l d e r s .  T h i s  w i l l  r e s u l t  i n  a  5  o r  6% r e d u c t i o n  
i n  bank t a x .  

George D. Anderson, Montana Bankers A s s o c i a t i o n ,  Helena,  spoke i n  f a v o r  o f  
HB 735. 

Mantz Hutchinson,  Department o f  Revenue, e x p l a i n e d  what t h e  e f f e c t  w i l l  b e .  
He s t a t e d  each  bank must be computed on i t s  own a s  t h e y  can vary  s o  much from 
bank t o  bank. December 31, 1975 f i g u r e s  a r e  a v a i l a b l e .  Because o f  t h e  a c t u a l  
l i t i g a t i o n ,  t h e  depar tment  h a s  gone through each  assessment  s e n t  i n .  He handed 
o u t  a I t  100% Assessment Method p e r  MBA Method", and e x p l a i n e d  it. He s t a t e d  
t h i s  i s  one o f  t h e  most onerous  t a x e s  p l a c e d  on t h e  banking b u s i n e s s  and on no 
o t h e r  b u s i n e s s .  The banks a r e  ve ry  h o n e s t  i n  how t h e y  r e p o r t  i t .  The banks pay 
more t a x e s  t h a n  any o t h e r  b u s i n e s s  w i t h  which they  d e a l .  

John T. Cadby, Montana Bankers A s s o c i a t i o n ,  Helena,  s u p p o r t s  HB 735, s t a t i n g  
t h a t  t h e  bank s t o c k  t a x  i s  no good, b u t  a f t e r  s t u d y i n g  t h e  m a t t e r ,  t h e y  c o u l d n ' t  
a r r i v e  a t  any o t h e r  base  t h a t  cou ld  do any b e t t e r  - found t h e  same i n e q u i t y  t h a t  
is found i n  c a p i t a l  s t o c k  t a x .  A d e p o s i t s  base  would d i s r u p t  cash  f low and be  
more i n e q u i t a b l e .  By p r o v i d i n g  a  l i m i t e d  deduc t ion  i n s t e a d ,  t a x  b a s e  would be 
abou t  70%, making c o u n t i e s  and c i t i e s  r e c e i v e  a  g r e a t  d e a l  l e s s  revenue.  A 40% 
c l a s s  would y i e l d  l e s s  t h a n  $ 1  m i l l i o n  d o l l a r s .  He would a c c e p t  any amendment 
t h e  c i t i e s  and towns would recommend - some p l a c e  between 40% and 100% t h a t  
would y i e l d  abou t  t h e  same a s  i n  1975. I f  banks could  n o t  d e d u c t  t h i s  from 
f e d e r a l  income t a x ,  t h i s  w i l l  be p a s s e d  on t o  t h e  consumers. Th i s  b i l l  i s  n o t  
t h e  answer ,  it i s  an i n t e r i m  s o l u t i o n .  W i l l  have t o  s t u d y  t h i s  problem a n o t h e r  
y e a r  o r  s o .  He u rges  s u p p o r t  o f  HB 735. 
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Bob Burke, P r e s i d e n t  o f  t h e  F i r s t  Na t iona l  Montana Bank, Missou la ,  s u p p o r t s  
HB 735. 

Harold P i t t s ,  Helena,  s u p p o r t s  NB 735. 

Dan Mizner ,  Execu t ive  D i r e c t o r  o f  t h e  League o f  C i t i e s  and Towns, doesn ' t  know 
whether  t o  oppose o r  approve HB 735. The reduced t a x  b a s e ,  and mandated ex- 
p e n d i t u r e s  a r e  going t o  make i t  necessa ry  t o  come up w i t h  t h e  mandated expense  
someplace and w i l l  have t o  add t h i s  t o  some o t h e r  t a x .  He recommends page 3,  
l i n e s  2 and 3  be  amended t o  r e a d  "100%" i n s t e a d  o f  40%. He a l s o  recommends 
t h a t  a  subcommittee b e  a p p o i n t e d  t o  s t u d y  t h i s  b i l l  i n  c o n j u n c t i o n  w i t h  HB 817. 

OPPONENTS : 

Dean Zinnecker ,  Execu t ive  D i r e c t o r  o f  t h e  Montana A s s o c i a t i o n  o f  C o u n t i e s ,  
opposes  HB 735 because  l o c a l  governments have l o s t  $118 m i l l i o n  d o l l a r s  o f  
t a x a b l e  v a l u e  because  o f  t a x  r e d u c t i o n  on c e r t a i n  o t h e r  t a x  b a s e s .  Reducing 
t h e  t a x  on bank s h a r e s  w i l l  p l a c e  more t a x  burden on p r o p e r t y .  He t h i n k s  t h e  
i s s u e  shou ld  b e  looked a t  very  s e r i o u s l y .  See h i s  s t a t e m e n t  a t t a c h e d .  

B i l l  G r o f f ,  D i r e c t o r  o f  t h e  Department o f  Revenue, appeared  t o  p r o v i d e  informa- 
t i o n  o n l y ,  and n e i t h e r  t o  s u p p o r t  o r  oppose HB 735. The o t h e r  c o u r t  c a s e  h a s  
been appea led  and cou ld  maybe be  o v e r t u r n e d .  The problem h e r e  i s  t h a t  banks 
a r e  o v e r t a x e d .  He h e a r t i l y  endorses  t h e  i d e a  o f  p u t t i n g  bo th  b i l l s  i n t o  a  
subcommittee.  The o v e r a l l  l o s s  would be $576 m i l l i o n  d o l l a r s  which would mean 
o v e r  $ 1  m i l l i o n  d o l l a r s  o u t  o f  county and c i t y  revenue.  

Mantz Hutchinson e x p l a i n e d  t h e  pending l a w s u i t .  I f  a s s e s s e d ,  a  s t a t u t e  i s  i n  
c o n f l i c t  w i t h  f e d e r a l  r e g u l a t i o n s ,  and t h i s  b i l l  would no doubt  b r i n g  a  s u i t  
a l s o .  He u r g e s  c a r e f u l  c o n s i d e r a t i o n  o f  HB 817 and a  s e n a t e  b i l l  i n t r o d u c e d  
by S e n a t o r  Towe. 

Ques t ions  r e v e a l e d  t h a t  a  p o r t i o n  o f  t h e  c a p i t a l  t h a t  i s  i n v e s t e d  i n  government 
s e c u r i t i e s  is  what w i l l  be  exempt. I f  t o t a l  a s s e t s  a r e  $3,000,000; f e d e r a l  
s e c u r i t i e s  a r e  $1,000,000; t h e  e q u i t y  v a l u e  i s  10% o f  v a l u e  o f  t o t a l  a s s e t s  - 
t h i s  would be  $300,000 l e s s  $100,000, w i t h  $200,000 b e i n g  amount exempt. Th i s  
would be 6-78 o f  t o t a l  a s s e t s  which amount o f  f e d e r a l  s e c u r i t i e s  t h a t  would be 
exempt. 

No o t h e r  b u s i n e s s  i.s t a x e d  on c a p i t a l  inves tment .  I f  t h i s  i s  p u t  i n t o  a  s t u d y  
f o r  two y e a r s ,  what would happen t o  t h e  p r e s e n t  s u i t ?  M r .  Hutchinson a d v i s e d  
t a x e s  would p robab ly  be  p a i d  under  p r o t e s t  and $6-7 m i l l i o n  d o l l a r s  would be 
p a i d  under  p r o t e s t .  R e f e r r i n g  t o  t h e  l a w s u i t  i n  c o u r t  a t  t h e  p r e s e n t  t i m e ,  
i f  t h e  DOR l o s e s  t h e  c a s e  and HB 735 i s  p a s s e d ,  i t  would be a b o u t  t h e  same a s  
we have now and we would have a n o t h e r  c o u r t  c a s e .  M r .  B e n n e t t ,  a t t o r n e y  f o r  
t h e  Montana Bankers A s s o c i a t i o n  a d v i s e d  t h a t  t h e  i d e a  o f  l i m i t e d  r e d u c t i o n  i s  
t h a t  t h i s  i s  an approach t o  a l l o w i n g  deduc t ion  f o r  U.  S .  o b l i g a t i o n s .  You a r e  
t a x i n g  n e t  worth  o f  t h e  bank,  n o t  a l l  o f  i t s  a s s e t s .  I f  you e l i m i n a t e  t h a t  
p o r t i o n  o f  U .  S. o b l i g a t i o n s ,  would t h i s  s a t i s f y  requ i rements?  L i t i g a t i o n  i s  
a s k i n g  100% r e d u c t i o n  o f  U.  S.  o b l i g a t i o n s .  M r .  Groff  a d v i s e d  t h a t  t h i s  s u i t  
w i l l  p robab ly  be  appea led  t o  t h e  U. S. Supreme Cour t  i n  any e v e n t .  

Some banks might  pay a  t a x ,  b u t  most would n o t  have t o  i f  HB 735 is  p a s s e d .  
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C o n t i n u a t i o n  o f  h e a r i n g  on l1B GUO. 

P a u l  G .  Newby, B e l g r a d e ,  MT, Montana A v i a t i o n  'Trades A s s o c i a t i o n ,  s t a t e d  HB 680 
JSE would p r o v i d e  funds  e n a b l i n g  a match o f  f e d e r a l  f u n d s  o f  9 t o  1. (See  h i s  

comple t e  t e s t i m o n y  a t t a c h e d )  He s u p p o r t s  t h e  d e c i s i o n  t o  p l a c e  a  p o r t i o n  o f  
31LL the f u e l  t a x  i n t o  t h e  r e v o l v i n g  f r u n d  s o  l o c a l  governments  can  bo r row f o r  a i r -  

p o r t  and  a e r o n a u t i - c a l  p u r p o s e s ;  which l o a n s  a r e  t o  b e  f u l l y  r e f u n d e d  by u s e r s  
680 o f  t h e  a i r p o r t s  t h r o u g h  t a x e s  o f  some k i n d .  H e  recommends t h a t  t h e  l a w  f o r  

a l l  s t a t e  a i r c r a f t  u s i n g  an a i r p o r t  t o  pay  f o r  t h e  u s e  o f  t h e  a i r p o r t  b e  a d h e r e d  
t o .  H e  recommends a Do P a s s  on HB 680. 

B u r t  H u n t i n g t o n ,  Red Lodge, t e s t i f i e d  h e  b e l i e v e s  t h e  i n c r e a s e  i n  a v i a t i o n  f u e l  
p r o p o s e d  i s  n e c e s s a r y .  The p r e s e n t  t a x  ra te  h a s  been  i n  o p e r a t i o n  f o r  30 y e a r s .  
I n  t h e  p a s t  t h e  f e d e r a l  government  h a s  s h a r e d  a i r p o r t  development  e x p e n s e s ,  b u t  
t h e  new e l i g i b i l i t y  r e q u i r e m e n t s  e l i m i n a t e  60- 70% o f  Montana ' s  a i r p o r t s ,  and  t h i s  
t h r o w s  a g r e a t e r  bu rden  on  t h e  Montana A e r o n a u t i c s  D i v i s i o n .  O t h e r  s t a t e s  h a v e  
h i g h e r  t a x e s  t h a n  t h i s  p r o p o s e d  t a x .  S i n c e  a i r c a r r i e r s  a r e  u s i n g  a i r p o r t s  t o  
make a  p r o f i t ,  h e  t h i n k s  t h e y  s h o u l d  pay  t h e  7C f u e l  t a x  a l s o .  (See  h i s  s t a t e -  
ment a t t a c h e d )  

James  A. S t e f f e c k ,  H e l e n a ,  s u p p o r t s  HB 680. 

W i l l i a m  F. Utter ,  G r e a t  F a l l s  I n t e r n a t i o n a l  A i r p o r t ,  r e p r e s e n t i n g  t h e  A i r p o r t  
A u t h o r i t y ,  G r e a t ' F a l l s ,  a d v i s e d  non- schedu led  a i r c a r r i e r s  have  a  c h o i c e  as t o  
where t h e y  w i l l  l a n d ,  and  i f  t h i s  t a x  i s  imposed,  t h e  G r e a t  F a l l s  I n t e r n a t i o n a l  
A i r p o r t  w i l l  b e  a v o i d e d  b e c a u s e  o f  t h e  added  f u e l  c o s t .  (See  h i s  s t a t e m e n t  which 
i s  a t t a c h e d )  

Wm. C o n k l i n ,  G r e a t  F a l l s ,  r e p r e s e n t i n g  t h e  G r e a t  F a l l s  I n t e r n a t i o n a l  A i r p o r t  
A u t h o r i t y ,  s t a t e d  t h i s  i n c r e a s e d  t a x  w i l l  have  a  s e r i o u s  e f f e c t  on i n t e r n a t i o n a l  
f l i g h t s  f rom Wes te rn  Europe e n r o u t e  t o  Los Ange le s .  These  p l a n e s  c o u l d  u s e  i n  
t h e  ne ighborhood  o f  one m i l l i o n  g a l l o n s  o f  g a s  i f  t h e y  would l a n d  i n  Montana. 
The FEA a l r e a d y  r e q u i r e s  a n  a d d i t i o n a l  t a x  o f  6-7C on  a v i a t i o n  f u e l  i n  Montana. 

J e f f  M o r r i s o n ,  He lena ,  Morr i son  F l y i n g  S e r v i c e ,  a d v i s e d  i f  t h i s  b i l l  i s  p a s s e d ,  
h e  would l i k e  t o  s e e  a n  amendment p r o v i d i n g  t h a t  any  payments on o u t s t a n d i n g  l o a n s  
i n  t h e  s t a t e  b e  p a i d  b a c k  i n t o  t h i s  r e v o l v i n g  fund  r a t h e r  t h a n  g o i n g  i n t o  t h e  
g e n e r a l  fund .  A i r l i n e s  do have  t h e  a b i l i t y  t o  t a n k e r  f u e l  r a t h e r  buy i t  i n  
Montana. 

_ Rep. Warren O ' K e e f e  opposes  HB 680, a n d  r e a d  a  l e t t e r  from Roger W .  Young, 
e x e c u t i v e  V i c e  P r e s i d e n t  o f  t h e  G r e a t  F a l l s  Area o f  Chamber o f  Commerce o p p o s i n g  
HB 680 b e c a u s e  t h e y  wish  t o  e n c o u r a g e  Western  European - Los Ange le s  p l a n e s  t o  
r e f u e l  i n  Montana. (See  l e t t e r  a t t a c h e d )  

Rep. B u r n e t t  a d v i s e d  a r e s o l u t i o n  i s  b e i n g  drawn up  manda t ing  t h a t  a g e n c i e s  t h a t  
u s e  t h e  a i r p o r t s  pay  f o r  s e r v i c e s  r e c e i v e d .  About $40.000 is now due  t h e  Aero- 
n a u t i c s  D i v i s i o n  f rom o t h e r  s t a t e  a s e n c i e s .  

I n  1975  55% o f  t h e  r e v e n u e  r e c e i v e d  came from s c h e d u l e d  a i r c a r r i e r s ,  1 0 %  f rom 
l i g h t e r  p l a n e s ,  a n d  t h e  b a l a n c e  f rom o t h e r  s o u r c e s .  I f  HB 680 f a i l s ,  t h e  
D i v i s i o n  w i l l  h a v e  t o  g o  a l o n g  a s  i s  and come back  t o  t h e  n e x t  s e s s i o n  a s k i n g  
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f o r  g e n e r a l  f u n d  o r  o t h e r  moneys f o r  s u p p o r t i n g  t h e  s m a l l e r  a i r p o r t s .  ~t i s  
a g r e e a b l e  w i t h  t h e  A e r o n a u t i c s  ~ i v i s i o n  f o r  any  f u n d s  r e c e i v e d  f rom p a s s a g e  
o f  HB 680 t o  b e  p u t  i n t o  t h e  same fund  t h e y  now h a v e .  I t  is a n t i c i p a t e d  t h a t  
i n  t h e  n e a r  f u t u r e ,  a n o t h e r  $250,000 w i l l  b e  needed.  They are r e q u e s t i n g  o n l y  
wha t  t h e y  f e e l  t h e y  need .  The q u e s t i o n  o f  w h e t h e r  some o f  t h e s e  f u n d s  c o u l d  
be  r a i s e d  by r evenue  bonds  was posed .  

T h i s  h e a r i n g  a d j o u r n e d  a t  10:OO a . m .  

//> - -- ', 
* K  \ & , I . - ,  c /  / 4 ./ 7;. 
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