
TAXATION COMMITTEE 
45TH LEGISLATURE 

Rep. Herb Huennekens, Chairman, c a l l e d  t h e  committee t o  o r d e r  a t  8 : 0 0  a.m. 
March 16 ,  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 were 
p r e s e n t .  T h i s  was an e x e c u t i v e  meet ing.  

Rep. Wi l l i ams ,  a s  chairman o f  t h e  subcommittee on HB 735 and 817, a d v i s e d  
t h e  subcommittee recommends amendments t o  HB 735 a s  p e r  a t t a c h e d  copy. T h e i r  
s e n t i m e n t  i s  t h a t  an i n t e r i m  s t u d y  shou ld  b e  made, and propose a  r e s o l u t i o n  
b e  drawn up t o  t h a t  e f f e c t .  They recommended t h a t  HB 817 BE TABLED. 

Rep. Wil l iams moved t h a t  HB 735 be  amended i n  accord  w i t h  a t t a c h e d  amendments. 
They would p e r m i t  each bank t o  deduc t  a  p o r t i o n  o f  money ingovernment bonds o f  
t h e i r  c a p i t a l  s t o c k  s u r p l u s  which is approximately  6% o f  t h e i r  bonds.  

John Cadby a d v i s e d  t h e  c o u n c i l  came up w i t h  t h i s  from a  d i s s e n t i n g  o p i n i o n  o f  
a U .  S. Supreme Cour t  judge and from t h e  depar tment  o f  b u s i n e s s  and r e g u l a t i o n .  
Can deduc t  o n l y  t o  t h e  e x t e n t  t h a t  t h a t  p a r t  o f  t h e  c a p i t a l  s t o c k  i s  t o  t h e  
p r o p o r t i o n  o f  a l l  i n v e s t m e n t s .  $ 3  m i l l i o n  d o l l a r s  would be l o s t  i n  revenue 
f o r  t h e  biennium. 

I f  t h e  banks win t h e  c o u r t  s u i t ,  t h e y  w o n ' t  have t o  pay any t a x  f o r  1976. I f  
t h e y  l o s e  i t ,  t h e y  l o s e  t h e  b a l l  game and would r e v e r t  back t o  t h e  $2 - 6  m i l l i o n  
d o l l a r s  t a x .  2/3 o f  t h e  t o t a l  p a i d  i n  1976, $4 m i l l i o n  d o l l a r s  i s  t i e d  up i n  
t h e  c o u r t  case .  P r o p e r t y  exempt by t a x a t i o n  i s  d e d u c t i b l e  i n  t h e  r a t i o  o f  
c a p i t a l  t o  a s s e t s .  I f  f e d e r a l  o b l i g a t i o n s  a r e  n o t  d e d u c t i b l e ,  t h e  banks would 
have t o  pay t h e  f u l l  amount f o r  1976, 1977, and 1978. Hope a  s t u d y  can  show 
a b e t t e r  way t o  t a x  inves tment  i n s t i t u t i o n s .  

How does t h i s  b i l l  accomplish any th ing?  F e e l  banks w i l l  go a l o n g  w i t h  t h i s  
f o r  a  coup le  o f  y e a r s  and u rge  t h a t  t h i s  be  done s o  c o u n t i e s  can d e r i v e  t h e  
same revenue as i n  1975. Main ta ins  t h e  same f l o o r  o f  revenue.  The s t u d y  i s  
des igned  t o  come up w i t h  a n  a l t e r n a t i v e  t a x  i n  1979 and s o  t h a t  i s  why t h e r e  
i s  a  s e l f - d e s t r u c t i n g  t a x  on it. There i s n ' t  enough t ime  t o  de te rmine  any 
o t h e r  b e t t e r  method o f  t a x i n g  f i n a n c i a l  i n s t i t u t i o n s .  L e g a l i t y  can s t i l l  be 
covered by c o u r t s .  Th i s  b i l l  i s  t h e  l e s s e r  o f  t h r e e  e v i l s  and has  a  chance.  
1 9  s t a t e s  s t i l l  have bank s h a r e s  t a x .  No c o u r t  h a s  r a i s e d  t h e  q u e s t i o n  of 
whether  banks can d e d u c t  f e d e r a l  o b l i g a t i o n s  from t h e i r  t a x .  I f  we have t h i s  

- b i l l ,  t h e  DOR w i t h  t h i s  b i l l  w i l l  have a l i t t l e  b e t t e r  grounds t o  work on w i t h  
t h i s  exemption.  

Rep. Wil l iams moved t h a t  t h e  proposed amendments be  adopted.  There were no 
Noes. Reps. Fabrega,  Waldron, G i l l i g a n ,  Lien were a b s e n t .  

Rep. Wil l iams u rges  l o o k i n g  forward t o  a long-range e q u a l i z e d  t a x a t i o n  f o r  a l l  
i n s t i t u t i o n s .  

Rep. Wil l iams recommended HOUSE BILL 735 D3 PASS AS AMENDED. Motion c a r r i e d  
unanimously.  
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Rep. W i l l i a m s  moved HOUSE BILL 817 BE TABLED. He recommends t h a t  HB 817 
be  inc luded  i n  t he  proposed study. The s tudy should a l s o  inc lude  a poss i -  
b i l i t y  of t ax ing  loans.  Motion c a r r i e d  unanimously. Reps. Fabrega, G i l l i g a n ,  
Lien, Fagg and Waldron were absent .  

- Rep. W i l l i a m s  recommended t h e s e  two r e so lu t ions  be p u t  i n t o  an o v e r s i g h t  
committee which should handle a l l  mat te rs  dea l ing  with revenue - t h e r e  w i l l  
on ly  be one committee. 

HOUSE BILL 45 - Rep. W i l l i a m s  moved HOUSE BILL 45 BE TABLED. Motion c a r r i e d  
unanimously. Reps. Lien,  Waldron, Fabrega, G i l l i g a n ,  Fagg were absent .  

HOUSE BILL 333 - (Halvorson) and SENATE BILL 31 - (Watt) were d iscussed .  The 
f e d e r a l  approach i s  a t a x  c r e d i t  r a t h e r  than an exemption. The ques t ion  before  
t h e  committee is  t o  do some th inking  about t h e  mer i t s  of House and Senate  b i l l  
and give some cons ide ra t ion  t o  one-half o f  t o t a l  e s t a t e  exemption a s  opposed 
t o  t he  House $150,000 exemption. The Watt sponsored b i l l  is t h e  r e s u l t  of  an 
i n t e r i m  subcommittee s tudy.  

Another way may be t o  minimize t h e  impact by c u t t i n g  down on exemptions whi le  
cont inuing  one-half of e s t a t e  t o  t h e  su rv iv ing  spouse. 

HOUSE BILL 824 - Gould. Me1 Underdal moved t h a t  HOUSE BILL 824 BE TABLED. 
~ o t i o h  c a r r i e d .  Rep. Lien ,  G i l l i g a n ,  Fagg were absent .  

Meeting adjourned a t  10:OO a.m. 




