
TAXATION COMMITTEE 
45TH LEGISLATURE 

Rep. Herb Huennekens, Chairman, c a l l e d  t h e  Taxat ion Committee t o  o r d e r  a t  
8:00 a.m., March 14,  1977, i n  room #434, Cap i to l  Bui ld ing ,  Helena. A l l  mem- 
b e r s  were p r e s e n t  except  Rep. Les J .  Hi rsch ,  who was excused. B i l l s  t o  be  
heard were HB 824 and 825. 

Rep. R. Budd Gould, D i s t r i c t  #98, Missoula County, sponsor  of  HB 824, s a i d  t h i s  
b i l l  was in t roduced  because r e a p p r a i s a l  has l e f t  a c e r t a i n  segment o f  people  
wi th  t e r r i b l y  u n f a i r  t a x  problems. HB 824 r e q u i r e s  t h e  department o f  revenue 

t o  reduce t h e  a p p r a i s a l  o f  p rope r ty  valued through t h e  use of 
HOUSE BILL t h e  1972 manual by 25%, and app rop r i a t e s  $33,900 t o  t h e  depar t -  

ment f o r  t h a t  purpose. The a c t  would be r epea l ed  upon s t a t e -  
824 wide implementation of c y c l i c a l  r e a p p r a i s a l s .  

Edward W .  Nelson, Montana Taxpayers Assoc ia t ion ,  Helena, reemphasizes what Rep. 
Gould has s a i d ,  e s p e c i a l l y  on new proper ty  t h a t  h a s  been cons t ruc t ed  s i n c e  1972. 
There were some 16 l a w s u i t s  du r ing  t h e  l a s t  biennium regard ing  problems caused 
by r e c l a s s i f i c a t i o n .  On a 5-year c y c l i c a l  program comparing neighbors  one with 
t h e i r  p rope r ty  r ea s se s sed ,  and t h e  o t h e r  wi th  t h e  assessment c a r r i e d  on t h e  
books f o r  a long t ime,  t h e  newer p rope r ty  i s  taxed  a g r e a t  d e a l  h ighe r  s i n c e  i ts 
va lua t ion  i s  f i gu red  on t h e  p r e s e n t  market value.  Some adjustments  have been 
made s i n c e  1972. The 1976 t o t a l  s t a t e  v a l u a t i o n  i s  $1.5 b i l l i o n .  I n f l a t i o n  has  
caused p a r t  of t h e  i n c r e a s e .  S ince  t h i s  is  a one-time adjustment  pending t h e  
outcome o f  r e a p p r a i s a l ,  t h i s  would be  a f a i r  t h i n g  t o  do f o r  people  wi th  new 
p rope r ty  whose assessment has been pu t  on t h e  books a t  t h e  p r e s e n t  market va lue .  
H e  urges  t h e  committee t o  suppor t  t h i s  b i l l .  

M r s .  Lucinda W.  Hightower, r e p r e s e n t i n g  homeowners, Missoula,  expla ined  some 
c h a r t s  t o  t h e  committee showing d i f f e r e n c e s  i n  t a x e s  on ad jo in ing  homes. They 
b u i l t  a new home i n  1972 and r ece ived  t h e i r  t a x  a p p r a i s a l  i n  1973. Homes ap- 
p r a i s e d  a t  1972 va lues  a r e  much h igher  than  t h e  80% t h a t  a r e  a s se s sed  a t  t h e  
1960 va lues .  Only new homes were added t o  t a x  r o l l s  a t  t h e  1973 assessment  
va lues .  See h e r  testimony showing f i g u r e s  of  1976 a s se s sed  va lues  on homes 
b u i l t  a f t e r  1973 and b e f o r e  1973. She very much suppor t s  HB 824. 

Mary E l l e n  Weatherhead, Missoula,  suppor t s  HB 824. They f i n i s h e d  t h e i r  house 
i n  1975, and i n  1976 p a i d  f i r s t  t axes .  Taxes on t h e i r  new house went up 400%. 
The i r  new home c o s t  a lmost  tw ice  a s  much a s  they s o l d  t h e i r  o l d  home f o r .  They 
a r e  i n  t h e  c i t y  and pay l i t t l e  over  $1100 i n  t axes  on a house 1560 squa re  f e e t  
& 15 yea r s  o l d ,  valued a t  $56,000. Another house valued a t  $71,500 pays l e s s  
t axes .  They a r e  f ac ing  a l awsu i t .  They c a n ' t  a f f o r d  t o  pay over  $100 p e r  month 
i n  t axes .  She th inks  everyone needs a reduc t ion .  

OPPONENT: 

Greg L. McCurdy, Montana Assoc ia t ion  of  Count ies ,  s a i d  it is very hard t o  agree  
wi th  t h e  equ i ty  q u e s t i o n  r a i s e d .  He f e e l s  equ i ty  can be reached.  The s t a t e  
a l lows 25% appra ised  va lue  r educ t ion  on houses b u i l t  a f t e r  1972 and appra i sed  
a t  t h e  p r e s e n t  market va lues .  
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I f  t h i s  b i l l  were t o  p a s s ,  i n  Lewis & Clark  County i t  would a f f e c t  92.5% of 
t h e  e x i s t i n g  v a l u a t i o n .  The r e a p p r a i s a l  program a c c o r d i n g  t o  t h e  DOR is sup- 
posed t o  b e  f i n i s h e d  sometime t h i s  f a l l .  There  is no f i s c a l  n o t e  a t t a c h e d  t o  
t h e  b i l l .  There  is an  e q u i t y  problem invo lved  - t h e r e  i s  a q u e s t i o n  o f  f a i r -  
n e s s  t o  l o c a l  governments,  t o o .  What would b e  t h e  e f f e c t  on t h e  c o u n t i e s ?  
A s s o c i a t i o n  o f  Count ies  u r g e s  do n o t  p a s s  HB 824. 

Dennis B u r r ,  DOR, s a i d  arguments i n  f a v o r  o f  t h e  b i l l  a r e  v e r y  good arguments 
i n  f a v o r  o f  t h e  r e a p p r a i s a l  program. The r e a p p r a i s a l  program h a s  been looked 
a t  by t h e  c o u r t s  a s  something ongoing,  and it was recognized  t h a t  i n c r e a s i n g  
t h e  v a l u e s  o f  some p r o p e r t y ,  b u t  n o t  a l l  p r o p e r t y ,  i s  b e t t e r  t h a n  d o i n g  n o t h i n g  
a t  a l l  and a l l o w i n g  i n e q u i t i e s  t o  c o n t i n u e .  Some p r o p e r t y  i s  o v e r a p p r a i s e d  and 
some i s  underappra i sed ,  b u t  t h e  s i t u a t i o n  w i l l  c o r r e c t  i t s e l f  i n  a y e a r .  Giving 
a 25% d i s c o u n t  on t h e  a p p r a i s e d  v a l u e ,  it i s  p e r m i s s i b l e  t o  a p p r a i s e  new p r o p e r t y  
from t h e  1972 manual s o  I a m  n o t  s u r e  t h e  W R  w i l l  be  t a k i n g  t h e  same s t a n d  s i n c e  
we a r e  t a l k i n g  abou t  o n l y  one-half  t h e  t a x  b a s e  i n  t h e  s t a t e ;  40% i s  r e s i d e n t i a l  
p r o p e r t y ,  s o  40% would r e c e i v e  t h i s  b reak  and t h e  r e s t  o f  i t  won ' t  g e t  a b r e a k .  
I f  i t  i s  l o g i c a l  t o  g i v e  a 1972 b u i l t  house  which is  a l r e a d y  based  on l e s s  
v a l u a t i o n  such  a b r e a k ,  it w i l l  cause  a s h i f t  i n  m i l l  l e v i e s .  The s o l u t i o n  i s  
t o  f i n i s h  t h e  r e a p p r a i s a l  p r o c e s s  and  t h e n  keep t h e  assessment  p r o c e s s  c u r r e n t .  
He hopes HB 824 d o e s n ' t  p a s s .  

Rep. Gould t h i n k s  M r .  Bur r  i s  very  f a i r .  He d o e s n ' t  f e e l  p e o p l e  s h o u l d  have t o  
f i g h t  f o r  t h e  25% d e c r e a s e .  Might be  a b l e  t o  lower t h e  $34,000 v a l u a t i o n  i n  
h i s  b i l l  a b i t .  

Ques t ions  by t h e  committee b rought  o u t  t h a t  t h i s  d i s c o u n t  would be i n  e f f e c t  
j u s t  u n t i l  new a p p r a i s a l s  a r e  i n  e f f e c t .  The c o s t  of r o l l i n g  t h e  t a x  v a l u a t i o n s  
back would be  $33,900, b u t  cou ld  be  lowered o r  changed. A v e r y  s m a l l  p e r c e n t a g e  
o f  p e r s o n s  a f f e c t e d  a r e  f i g h t i n g  t h i s  r e a p p r a i s a l .  

The q u e s t i o n  o f  what would happen i f  t a x e s  were p a i d  under p r o t e s t  was asked .  
They would p robab ly  g e t  t h e  25% t a x  r e d u c t i o n ,  b u t  most t a x  a p p e a l  boards  might 
n o t  b e  amenable t o  t h i s .  The d i s t r i c t  c o u r t  i n d i c a t e d  a p p r a i s a l  would be 
f i g u r e d  on t h e  1972 manual. I t  c o u l d  t a k e  s i x  months t o  s e t t l e  p r o t e s t e d  t a x e s .  
Th i s  c o u l d  amount t o  $4 m i l l i o n  t o  t h e  c o u n t i e s .  They would t r a n s f e r  t h e s e  l o s t  
t a x e s  t o  t h e  o t h e r  80% o f  homeowners. Everybody w i l l  be  a p p r a i s e d  t h e  same i n  
1977. U n t i l  new a p p r a i s a l s  a r e  i n ,  m i l l  l e v i e s  w i l l  b e  r a i s e d .  The t o t a l  
thought  i s  t o  g e t  e q u a l i t y  a t  a l l  l e v e l s .  

- The d i f f e r e n c e  between a 1962 manual and t h e  1972 manual is  p r o b a b l y  30%, s o  
t h e  25% d i s c o u n t  is a l i t t l e  l e s s  r e d u c t i o n  t h a n  t h e  p r e v i o u s  d i f f e r e n c e  was. 
There  i s  no e q u i t y  on a home a s s e s s e d  i n  1962 and a home a s s e s s e d  i n  1972 ac- 
c o r d i n g  t o  t h e  1962 manual. There  i s  approx imate ly  t h e  same v a l u e  even though 
t h e  a c t u a l  p r i c e  o f  t h e  homes i s  d i f f e r e n t .  There  i s  an  i n e q u i t y  u n t i l  t h e  n e x t  
a p p r a i s a l  is  f i n i s h e d .  A b i g  i n e q u i t y  was caused by d i f f e r e n t  methods and d i f -  
f e r e n t  manuals f o r  assessment  i n  each  county.  Tax problems can be a p p e a l e d  t o  
t h e  t a x  board  each  y e a r .  

M r s .  Weatherhead would r a t h e r  s e e  a r e d u c t i o n  i n  t a x a b l e  v a l u a t i o n  t h a n  r e c e i v e  
t h e  proposed $100 r e b a t e .  
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Rep. John D r i s c o l l ,  Dis t r ic t  #91, Rava l l i  County, c h i e f  sponsor o f  HB 825, s a i d  
t h i s  b i l l  p rovides  t h a t  a  proposed amendment t o  t h e  C o n s t i t u t i o n  be submi t ted  
t o  t h e  e l e c t o r a t e  t o  provide  t h a t  t h e  i n t e r e s t  from t h e  investment  of  t h e  c o a l  

t r u s t  fund b e  r e t a ined  u n t i l  2001. I n  2000, t h e  L e g i s l a t u r e  
HOUSE BILL s h a l l  determine f o u r  a l t e r n a t i v e s  f o r  spending t h e  income and 

i n t e r e s t  and submit t h e s e  a l t e r n a t i v e s  t o  t h e  e l e c t o r a t e  a t  a  
825 s t a t ewide  e l e c t i o n  dur ing  t h e  f i r s t  s i x  months of  t h e  y e a r  2000. 

The two most popular  s h a l l  be resubmit ted t o  t h e  e l e c t o r a g e  aga in  du r ing  t h e  
l a s t  s i x  months of  t h e  y e a r  2000. The i r  choice w i l l  govern t h e  d i s p o s i t i o n  o f  
t h e  i n t e r e s t  and income o f  t h e  c o a l  t ax  t r u s t  fund. 

Rep. D r i s c o l l  s a i d  i t  i s  h i s  d e s i r e  t o  s e e  a  p o s s i b l e  t r a n s f e r  o f  dependence 
by t h e  schools  of t h e  s t a t e  from proper ty  t a x  t o  some o t h e r  f a i r  sou rce  o f  i n -  
come, and he has  always thought  it should be  t h e  severance  t a x  on c o a l .  The 
i n t e r e s t  from t h e  t r u s t  fund i s  n o t  r e a l l y  a v a i l a b l e  t o  r ep l ace  p rope r ty  t a x  
and t h i s  is  one reason f o r  n o t  becoming add ic t ed  t o  t h e  i n t e r e s t  o f f  t h e  t r u s t  
fund. This  i s  because i t  would be  spen t  f o r  c u r r e n t  expenses,  and t h e  s t a t e ' s  
o p e r a t i o n a l  budget could become add ic t ed  t o  us ing  t h e  i n t e r e s t .  

This  i n t e r e s t  and income could n o t  be  used u n t i l  a f t e r  2001, and by t h a t  t ime 
approximately $208 m i l l i o n  would be  a v a i l a b l e  i n  i n t e r e s t  and could be used 
t o  r e p l a c e  p rope r ty  t axes  t o  fund schools .  Montana c o a l  may be d e p l e t e d  by 
2083. I f  t h e  money i s  n o t  r e i n v e s t e d ,  t h e  fund w i l l  be $2.1 b i l l i o n  i n  2001 - 
$9.1 b i l l i o n  i f  income and i n t e r e s t  i s  accumulated u n t i l  1999. I n t e r e s t  income 
t h i s  y e a r  won ' t  s t a r t  u n t i l  t h i s  summer, and i t  w i l l  be a  very  s m a l l  amount. 

Michael G .  B i l l i n g s ,  D i r e c t o r  o f  t h e  Budget and Program Planning O f f i c e ,  ex- 
p l a i n e d  c h a r t s  he  handed o u t  t o  t h e  committee (copy a t t a c h e d )  showing va r ious  
ways o f  handl ing  t h i s  p o s s i b l e  income. The f i g u r e s  a r e  based on t h e  assumption 
t h a t  c o a l  p roduct ion  w i l l  i n c r e a s e  a t  6%,  i n f l a t i o n  w i l l  advance 6% p e r  yea r ,  
and t h e  i n t e r e s t  r a t e  w i l l  be 7%. There has  been a  10% i n f l a t i o n  i n c r e a s e  r a t e  
ove r  t h e  l a s t  few yea r s .  The c h a r t s  f i g u r e  on c o a l  p roduct ion  of  111.1 m i l l i o n  
tons  by 2000, and 150 m i l l i o n  tons  by 2023. More than t h a t  would have t o  be 
mined t o  d e p l e t e  Montana's c o a l  r e se rves .  P r i c e  could be $13.40 by t h e  y e a r  
2000. There i s  a  l o t  o f  s p e c u l a t i o n ,  b u t  t h e r e  i s  a  very good p o s s i b i l i t y  t h a t  
t h e  f i n a l  f i g u r e  of $9.16 b i l l i o n  could be  i r r e l e v a n t  by t h e  y e a r  2000 wi th  t h e  
assumptions varying even s l i g h t l y .  

By a l lowing  i n t e r e s t  and income t o  accumulate,  t h e  s t a t e  would be  i n  a  comfortable  
- ba rga in ing  p o s i t i o n .  

The g e n e r a l  consensus o f  op in ion  by committee members which was brought  o u t  i n  
ques t i ons  and comments is  t h a t  they f e e l  some of  t h e  money should  be  i n v e s t e d  
i n  t h e  s t a t e  of  Montana. 

This b i l l  would a l low t h e  people  t o  decide what they want done wi th  t h i s  i n t e r e s t  
and income money, bu t  a f t e r  t h e i r  approval  o f  i t s  handl ing ,  it would t ake  3/4 
vo t e  of each house o f  t h e  L e g i s l a t u r e  t o  approve t h e i r  choice.  

Rep. Fabrega t h inks  s o  f a r  t h e  handl ing o f  t h i s  fund has  been s loppy.  

There i s  an underground f e e l i n g  t h a t  t h e  government might impose some s o r t  of t ax .  
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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 .  

Rep. H a r r i n g t o n  moved t o  recommend HB 3 DO PASS. Rep. Fag9 moved t o  recommend 
proposed amendments 1 through 3 be  adopted.  T h i s  motion c a r r i e d  unanimously . 
The o r i g i n a l  motion w a s  t h e n  t o  recommend HB 3 AS AMENDED D3 PASS. Motion 

- c a r r i e d  12-4. Reps. B e r t e l s e n ,  L i e n ,  S i v e r t s e n ,  Underdal vo ted  No; Rep. Hi r sch  
was a b s e n t .  Complete amendments a s  approved can b e  found i n  t h e  S t a n d i n g  Com- 
m i t t e e  Reports  i n  Book #l. 

Meeting ad journed  a t  10:OO a.m. 




