
TAXATION COMMITTEE 
4  5TH LEGISLATURE 

Rep. Herb Huennekens, Chairman, c a l l e d  t h e  Taxa t ion  committee t o  o r d e r  i n  room 
#434, a t  8 :00  a.m., March 2 4 ,  1977. A l l  members o f  t h e  committee were p r e s e n t .  
S e n a t e  B i l l s  150,  350, and 431 were t o  b e  heard .  

S e n a t o r  Frank Dunkle, D i s t r i c t  #15,  Lewis & C l a r k  Co., c h i e f  sponsor  o f  SB 150, 
a d v i s e d  t h i s  b i l l  was o r i g i n a l l y  des igned  t o  pay a t t o r n e y ' s  f e e s  i f  you wished 

. t o  p r o t e s t  your  t a x e s ,  b u t  t h e  S e n a t e  committee d e l e t e d  t h i s  p r o v i s i o n .  SB 150 
p r o v i d e s  t h a t  t a x e s  p a i d  under p r o t e s t  w i l l  be i n v e s t e d  d u r i n g  

SENATE BILL t h e  t ime t h e  t a x  a p p e a l  i s  pending and t h a t  i f  t h e  t a x p a y e r  i s  
s u c c e s s f u l  i n  t h e  a p p e a l  o r  s u i t ,  he s h a l l  b e  refunded w i t h  t h e  

150 p r o t e s t e d  t a x ,  t h e  c o s t s  o f  s u i t ,  and i n t e r e s t  on t h e  p r o t e s t e d  
t a x e s  a t  5 o r  6 % a  y e a r  o r  t h e  c u r r e n t  i n t e r e s t  r a t e  i n  t h e  

coun ty ,  whichever  is g r e a t e r .  The b i l l  a p p l i e s  o n l y  t o  s u i t s  f i l e d  a f t e r  J u l y  
1 ,  1977. 

Ed Nelson,  Montana Taxpayers A s s o c i a t i o n ,  u rges  s u p p o r t  o f  t h i s  p r o p o s a l .  They 
a u d i t  p r o p e r t y  l e v i e s  i n  t h e  s t a t e  a n n u a l l y .  I n  one way o r  a n o t h e r  t h e y  recover  
i n  e x c e s s  o f  $ 1  m i l l i o n  p e r  y e a r  and by and l a r g e  a r e  s u c c e s s f u l  i n  g e t t i n g  t h o s e  
l e v i e s  c o r r e c t e d .  Some come up a s  q u e s t i o n s  when it someti-mes t a k e s  l e g a l  con- 
s i d e r a t i o n  as t o  whether  t h e  t a x  is  l e g a l  o r  n o t .  Sometimes t h e y  have t o  be  
p r o t e s t e d .  

You w i l l  f i n d  p e o p l e  who own b u s i n e s s e s  i n  t h e  s t a t e  who w i l l  have t o  borrow 
money t o  pay t h e i r  t a x e s .  Th i s  k i n d  o f  p r o p o s a l  makes t h e  l o c a l  government a  
l i t t l e  more c a u t i o u s  i n  s e t t i n g  t h e i r  l e v i e s .  I f  you p r o t e s t  your t a x e s ,  t h e  
s t a t e  w i l l  t a k e  t h e  t a x  money through t h e i r  inves tment  program and you can g e t  
i n t e r e s t  on it,  i f  y o u r  p r o t e s t  i s  s u c c e s s f u l .  They b e l i e v e  t h e  county s h o u l d  
do t h e  same t h i n g .  I f  t h i s  i s  done, he  t h i n k s  t h a t  money s h o u l d  b e  s e g r e g a t e d  
and i n v e s t e d  i n  some way s o  t h e  county w i l l  e a r n  some a d d i t i o n a l  money w i t h  which 
t o  r e f u n d  t h e  t axpayer  o r  f o r  i t s  own b e n e f i t ,  whi le  t h e  c a s e  is  b e i n g  d e c i d e d .  

Greg McCurdy, MACo, s t a t e d  t h e y  have no o b j e c t i o n  w i t h  t h e  i d e a  t h a t  someone has  
p u t  t h e i r  money i n  escrow. O r i g i n a l l y ,  t h i s  b i l l  i n c l u d e d  payment o f  a t t o r n e y s '  
f e e s  t o  which t h e y  d i s a g r e e d .  H e  q u e s t i o n e d  what i s  meant by " c o s t " ,  and  u rges  
t h e  committee t o  d e f i n e  t h i s .  Th i s  makes a n  i n n o c e n t  l o c a l  government have t o  
s e t t l e  something t h e  s t a t e  demands which i s  a  c o s t  t o  t h e  l o c a l  government. 

- 
During q u e s t i o n s  and comments, S e n a t o r  Dunkle has  no o b j e c t i o n  t o  " c o s t s "  b e i n g  
d e l e t e d .  H e  does n o t  t h i n k  p r o v i d i n g  i n t e r e s t  on  money p a i d  under  p r o t e s t  w i l l  
c a u s e  more p e o p l e  t o  p r o t e s t  t h e i r  t a x e s ;  t h i s  money cou ld  be  t i e d  up f o r  up  t o  
o v e r  a  y e a r .  I n  o r d e r  t o  pay t a x e s  under p r o t e s t ,  you have t o  s a y  s o  a t  t h e  t ime 
o f  payment, and f i l e  s u i t  w i t h i n  30 days a f t e r w a r d s .  

S e n a t o r  Greg J e r g e s o n ,  D i s t r i c t  #3, B l a i n e  County,  s p o n s o r  o f  SB 431, e x p l a i n e d  
t h i s  b i l l  p r o v i d e s  t h a t  spouses  t h a t  own a  b u s i n e s s  j o i n t l y  may a l l o c a t e  t h e i r  
income f o r  s t a t e  t a x  purposes  a s  fo l lows :  The spouse  who c o n t r i b u t e s  fewer  hours  
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o f  work i s  a l l o c a t e d  1 / 3  o f  t h e  g r o s s  i-ncome from t h e  b u s i n e s s  mu1 t i p l i e d  by 
h i s  s h a r e  i n  t h e  b u s i n e s s  p l u s  r e a s o n a b l e  compensa t ion  f o r  h i s  s e r v i c e s .  The 

o t h e r  s p o u s e  i s  a l l o c a t e d  t h e  r e m a i n d e r .  T h i s  b i l l  i s  e f f e c -  
SENATE BILL t i v e  f o r  t a x  y e a r s  a f t e r  J a n u a r y  1, 1977.  

431  T h i s  b i l l  would n o t  a p p l y  t o  Sen .  J e r g e s o n  s i n c e  h e  i s  s i n g l e ,  
and  h i s  fa rm i s  i n c o r p o r a t e d .  The re  were  no  opponen t s  t o  t h e  

b i l l  i n  t h e  S e n a t e .  P e o p l e  have  been  u s i n g  t h i s  method o f  t a x  s p l i t t i n g  b e f o r e  
b u t  it i s  n o t  g e n e r a l l y  known by owners o f  j o i n t  t e n a n c y  farms o r  b u s i n e s s e s .  
The p r e s e n t  f i s c a l  n o t e  i s  i n c o r r e c t .  

C r i s  Warp, L. P.A., Chinook,  who i s  w i t h  The Honadel  Company, Havre ,  a d v i s e d  t h a t  
when two p e o p l e  who e a r n  $10,000 e a c h  work ing  i n  town,  pay  $370 l e s s  t h a n  a 
f a r m e r  o r  bus ines sman  who e a r n s  $10,000 a n d  whose w i f e  owns t h i s  p r o p e r t y  w i t h  
him u n d e r  j o i n t  t e n a n c y  p a y s .  H i s  company h a s  been  f i g h t i n g  w i t h  t h e  DOR f o r  
s e v e r a l  y e a r s  i n  c o n n e c t i o n  w i t h  t h i s  a l l o c a t i o n .  $370 p e r  month p r e s e n t l y  i s  
a l l o w e d  a w i f e  by t h e  DOR i n  f i g u r i n g  h e r  income compensa t ion .  T h i s  b i l l  h a s  
two p a r t s  - income s p l i t t i n g  and compensa t ion  f o r  t h e  w i f e .  L e g i s l a t i o n  i s  
n e c e s s a r y  t o  c l a r i f y  s p l i t t i n g  income between husband and w i f e .  L e t t e r  a t t a c h e d  

M r .  and  M r s .  Dean VanVosten,  T u r n e r ,  f e e l  SB 431 i s  a n  awareness  b i l l .  P e o p l e  
are n o t  aware  o f  what  t h e  b i l l  c o n t a i n s .  I f  y o u r  a c c o u n t a n t  d o e s n ' t  t a k e  ad- 
v a n t a g e  o f  t h i s ,  t h e n  t h e  s m a l l  bus ines smen  and f a r m e r s  w i l l  b e  p a y i n g  more 
t h a n  t h e i r  s h a r e  o f  t a x e s .  M r s .  VanVosten s a i d  s h e  h a s  been  a f a rm w i f e  f o r  
b e t t e r  t h a n  30 y e a r s ,  and  t h i n k s  f a rm wives  d e s e r v e  t h i s  t a x  b r e a k .  

J o h n  a n d  E l i z a b e t h  J e r g e s o n ,  p a r e n t s  of Rep. J e r g e s o n ,  were i n t r o d u c e d .  M r .  J e r g e -  
s o n  s a i d  t h e y  h a d  worked t o g e t h e r  t o  accumula t e  t h e i r  p r e s e n t  h o l d i n g s ,  and  t h a t  
M r s .  J e r g e s o n  h a d  done  j u s t  a b o u t  e v e r y t h i n g  t h e r e  was t o  do on a  f a rm b y  e i t h e r  
p a r t n e r .  P e o p l e  do n o t  u n d e r s t a n d  how much work t h e  w i f e  h a s  done .  Urge y o u r  
s u p p o r t  o f  SB 431. 

Mrs. J e r g e s o n  s a i d  you  a l l  h a v e  t o  p u l l  t o g e t h e r ,  and  u r g e s  s u p p o r t  o f  t h i s  b i l l .  

R o b e r t  Swanberg ,  r e p r e s e n t i n g  Honadel  Co. a n d  h i m s e l f  as an a t t o r n e y - a t - l a w  i n  
G r e a t  F a l l s ,  i s  n o t  s u r e  how t h e  W R  a r r i v e d  a t  t h e  f a c t  t h a t  j o i n t  o w n e r s h i p  i s  
n o t  a l e g a l  way f o r  d i v i d i n g  income.  Mother  and s o n  a r e  a l l o w e d  t o  s p l i t  income,  
b u t  i f  t h e  owners a r e  husband and w i f e ,  t h e  income c a n n o t  b e  s p l i t .  The f a c t  o f  
r e l a t i o n  d e s t r o y s  t h e  r i g h t  o f  t h e  husband and w i f e  t o  s p l i t  income.  Both are 
l i a b l e  f o r  p r o p e r t y  t a x e s ,  and  i t  i s  h i s  v iew t h a t  t h e r e  s h o u l d  b e  no  d i f f e r e n c e  
i n  t h e  j o i n t  i n t e r e s t  c o n c e p t .  T h i s  i s  a p u b l i c  i n t e r e s t  b i l l  and  b y  e n a c t i n g  
i t  i n t o  l a w ,  i t  w i l l  g i v e  t h e  DOR t h e  r e g u l a t i o n  n e c e s s a r y  t o  a c c e p t  t h i s  r a t h e r  
t h a n  a n  a r b i t r a r y  r u l i n g  o f  t h e i r  own. Urges p a s s a g e  o f  t h i s  b i l l .  

Edward W. Ne l son ,  Montana Taxpaye r s  A s s o c i a t i o n ,  H e l e n a ,  s u p p o r t s  t h i s  b i l l  
s a y i n g  t h i s  p r o p o s a l  would p r o v i d e  a  measure  o f  e q u i t y  f o r  payment o f  income 
t a x e s .  S t r o n g l y  u r g e s  s u p p o r t  o f  t h i s  b i l l .  Tes t imony a t t a c h e d .  

OPPONENTS: 

Ray Dore ,  d e p a r t m e n t  of r e v e n u e ,  s a i d  h e  d i d  n o t  a p p e a r  f o r  t h e  d e p a r t m e n t  a t  
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t h e  S e n a t e  h e a r i n g  on  t h i s  b i l l  - someone e l s e  di.d. Ile has  been wi th  t h e  de- 
pa r tment  two months. He appeared l a s t  s e s s i o n  when t h e y  had a  b i l l  l i k e  t h i s .  
The r u l e  a s  it has  been a p p l i e d  d o e s n ' t  f i t  anyone. P r i o r  t o  1973,  no s p l i t t i n g  
was recognized .  P o s s i b l y  t h e  depar tment  made a  m i s t a k e  i n  w r i t i n g  t h e  r u l e  i n  
t h e  f i r s t  p l a c e  by n o t  p a y i n g  enough a t t e n t i o n  t o  l e g a l  ownership concep t .  I f  
you p a s s  n o t h i n g ,  and a l l o w  t h e  r u l e  t o  s t a n d ,  we a r e  i n e v i t a b l y  moving toward 
a 50/50 s p l i t  which i s  30/70 r i g h t  now. Those p e o p l e  who p r e p a r e  t h c i r  own 
t a x  r e t u r n s  p r o b a b l y  a r e  n o t  go ing  t o  b e  a s  aware o f  t h i s  income s p l i t t i n g  a l -  
lowance a s  a r e  t h o s e  who have p r o f e s s i o n a l  h e l p  i n  t h e  p r e p a r a t i o n  o f  t h e i r  t a x  
r e t u r n s .  There  a r e  t h r e e  a t t e m p t s  t o  r e c t i f y  t h i s  i n  t h e  L e g i s l a t u r e  now. The 
r u l e  does n o t  t a k e  i n t o  c o n s i d e r a t i o n  where t h e  w i f e  works i n  a  s e c r e t a r i a l  
p o s i t i o n .  The r u l e  a p p l i e s  t o  o t h e r  s m a l l  p r o p r i e t o r s h i p s ,  n o t  j u s t  farms.  

H J R  4 ,  sponsored  by Rep. Brad ley ,  i s  one o f  t h e  b e s t  s o l u t i o n s .  I t  might be  
w e l l  t o  r e f e r  t h i s  t o  an i n t e r i m  committee f o r  s t u d y .  Th is  b i l l  g e t s  p a r t  way 
toward e q u i t y .  He does n o t  unders tand  t h e  term legal .  - does t h a t  mean names on 
t h e  deed,  o r  does  t h a t  mean who e a r n e d  t h e  money t h a t  bought  it. Did t h e  w i f e  
b r i n g  t h e  money i n t o  t h e  mar r iage  o r  d i d  h e ,  o r  where d i d  i t  come from? The 
depar tment  does n o t  have t h e  s t a f f  t o  p robe  beyond t h e  names on t h e  deeds a t  t h e  
cour thouse .  J u s t  because  t h e  names a r e  on t h e  deed does  n o t  mean t h e y  own i t  
j o i n t l y .  There  w i l l  p robab ly  be  a g r e a t  i n c r e a s e  i n  p a p e r  work p e r t a i n i n g  t o  
i n c r e a s e d  use  o f  c o r p o r a t i o n s  and p a r t n e r s h i p s  t o  a v o i d  t a x e s .  There  w i l l  be  
an  i n c r e a s e  i n  s t a t e  government. T h i s  b i l l  does n o t  l a c k  m e r i t ,  b u t  pe rhaps  it 
c o u l d  s t a n d  some s t u d y  i n  an i n t e r i m  committee. 

Sen.  J e r g e s o n  c l o s e d  s a y i n g  t h i s  does  n o t  app ly  j u s t  t o  fa rmers  a n d r a n c h e r s ,  b u t  
t o  a l l  b u s i n e s e s  t h a t  a r e  s o l e  p r o p r i e t o r s h i p s .  The DOR i n d i c a t e d  t h a t  some 
p e o p l e  a r e  going t o  i n c o r p o r a t e  t o  a v o i d  pay ing  more t a x e s  t h a n  t h e y  would have 
t o  w i t h  an  income s p l i t t i n g  a l lowance  be ing  r e f u s e d  a  husband and w i f e .  

Ques t ions  and  comments by t h e  committee i n c l u d e d  t h e  n e c e s s i t y  o f  t h e  s t a t u t e  
o r  r u l e  s e t t i n g  o u t  d a t a  r e q u i r e d  i n  c a s e s  o f  j o i n t  t enancy  r e q u i r i n g  an  a c t u a l  
c o n t r i b u t i o n .  I n  c a s e s  o f  d i v o r c e ,  i n  a t t e m p t i n g  t o  d i v i d e  t h e  p r o p e r t y ,  i t  is  
based on t h o s e  who a c t u a l l y  p a i d  f o r  t h e  p r o p e r t y .  I n  f e d e r a l  e s t a t e  l a w  you 
have t o  look  a t  where t h e  money came from t h a t  bought  t h e  p r o p e r t y .  

When t a k i n g  t o t a l  income and s p l i t t i n g  i t  i n  h a l f ,  t h e  husband ' s  l a b o r  i s  s p l i t  
a l s o .  M r .  Miniken,  CPA from Chinook, a d v i s e d  t h a t  i f  a  w i f e  d o e s n ' t  work, t h e r e  
is a  formula  i n c l u d e d  i n  t h e  b i l l .  She i s  e n t i t l e d  t o  h e r  s h a r e  a s  p a r t  owner 
i f  h e l d  i n  j o i n t  tenancy.  On a  $100,000 income, h e r  one-half  s h a r e  would be 
$50,000. Using a  1 /3  f i g u r e  a s  a  r e n t a l  income f i q u r e  (which i s  g e n e r a l  i n  h i s  
a r e a ) ,  t h e r e  were two ways t o  b r i n g  i t  up t o  one-half  r a t i o  through income and 
wages. S e e  t h e  example a t t a c h e d .  Th is  p r o c e s s  is  a p p l i c a b l e  t o  s t o r e s  a s  w e l l  
a s  t o  fa rms ,  and g i v e s  t h e  w i f e  h e r  s h a r e  most e q u a l l y .  

The q u e s t i o n  a s  t o  how t h i s  would be r e l a t e d  t o  o t h e r  s m a l l  b u s i n e s s e s  a r o s e .  
Under law o f  f e d e r a l  government,  a l l  income goes  under s o c i a l  s e c u r i t y  i n  a  
husband ' s  name and n o t  i n  a  w i f e ' s .  Wages a r e  t h e  p r o f i t  a t  t h e  end  o f  a  y e a r .  
T h i r t y  p e r  c e n t  o f  t h e  income is  d e r i v e d  from c a p i t a l  a l o n e .  To form a  p a r t n e r -  
s h i p  between a husband and w i f e  you have t o  draw up a  p a r t n e r s h i p  agreement and 
when b o t h  want t o  pay s o c i a l  s e c u r i t y ,  you have t o  go through t h e  p a r t n e r s h i p  
p rocedure  t o  a l l o w  t h e  w i f e  t o  pay s o c i a l  s e c u r i t y .  By s p l i t t i n g  income and bo th  
pay ing  s o c i a l  s e c u r i t y ,  one e x t r a  payment i s  n e c e s s a r y .  
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A w i f e  who h e l p s  h e r  husband by d o i n g  bookkeep ing ,  making a p p o i n t m e n t s ,  and  
h e l p s  i n  o t h e r  ways,  and  he i s  a  wage e a r n e r ,  does  n o t  come u n d e r  t h i s  fo rmula .  

Sen.  J e r g e s o n  s a i d  h e  would l i k e  t o  s e e  t h i s  b i l l  be  p a s s e d  now and  n o t  go t o  
a n  i n t e r i m  commi t t ee  s t u d y .  

M r .  Miniken s t a t e d  i t  i s  n o t  a q u e s t i o n  o f  w h e t h e r  i t  i s  l e g a l  t o  s p l i t  income 
be tween a husband  and w i f e ,  b e c a u s e  i t  i s  t h e  l a w  now, f o r  income t a x  p u r p o s e s .  
H e  f e e l s  when t a x e s  are d u e ,  t h e  w i f e  i s  l i a b l e  and  s h o u l d  b e  l i a b l e  f o r  t h e  
income,  t o o .  I f  t h e y  g e t  m a r r i e d ,  t i t l e  t o  t h e  p r o p e r t y  w i l l  h a v e  t o  b e  changed 
a n d  t h i s  m i g h t  i n v o l v e  a g i f t  t a x  f o r  f e d e r a l  p u r p o s e s .  Bu t  i n  o r d e r  f o r  b o t h  
t o  own t h e  p r o p e r t y ,  some l e g a l  p a p e r  work mus t  b e  done .  

The q u e s t i o n  o f  whe the r  a w i f e  works a s  a p a r t n e r  i n  t h e  b u s i n e s s  when t h e r e  i s  
a l a r g e  f a m i l y  was b r o u g h t  up. I f  a w i f e  does  n o t  work,  t h i s  i s  c o v e r e d  i n  t h e  
b i l l .  She  w o n ' t  pay  s o c i a l  s e c u r i t y  t a x e s  b e c a u s e  o f  s p l i t t i n g  income s i n c e  
you do n o t  h a v e  t o  pay  s o c i a l  s e c u r i t y  on  r e n t a l  p r o p e r t y  income.  

Rega rd ing  wages due  a  w i f e ,  s i n c e  f a r m e r ' s  wages a r e  p r e t t y  low,  y o u  would have  
t o  c o n s i d e r  h i s  e a r n i n g s  i n  r e l a t i o n  t o  t h e  w i f e ' s  wages .  By s p l i t t i n g  t h e  i n -  
come i n  h a l f ,  you  a r e  i n c l u d i n g  t h e  h u s b a n d ' s  l a b o r .  T h i s  i s  a c c o u n t e d  f o r  i n  
t h i s  b i l l  a s  i t  s a y s  any money l e f t  o v e r  a f t e r  t h i s  fo rmula  i s  a p p l i e d ,  i s  a l l o -  
c a t e d  t o  t h e  p a r t n e r  p u t t i n g  i n  t h e  most  h o u r s .  

A g r i c u l t u r e  and  b u s i n e s s e s  p a y  most  o f  t h e  income t a x  t h a t  i s  p a i d .  

S e n a t o r  S t a n  S t e p h e n s ,  D i s t r i c t  #4, H i l l  County ,  c h i e f  s p o n s o r  o f  SB 350 ,  s a i d  
t h i s  b i l l  p r o v i d e s  f o r  an  i n c r e m e n t a l  i n c r e a s e  i n  t h e  t a x a t i o n  o f  newly c o n s t r u c -  
t e d  commerc ia l ,  i n d u s t r i a l ,  o r  r e s i d e n t i a l  b u i l d i n g s ,  o r  t h o s e  t h a t  a r e  r e n o v a t e d  

o r  r e p a i r e d .  

SENATE BILL Edward W.  Ne l son ,  Montana Taxpaye r s  A s s o c i a t i o n ,  H e l e n a ,  s u p p o r t s  
SB 350. T h i s  i s  d e s i g n e d  t o  wipe  o u t  MELDA, and t o  s a y  t h a t  i f  

350 you expand a b u s i n e s s ,  i f  you c l e a n  up y o u r  b u s i n e s s ,  i f  you  b u i l d  
a new b u s i n e s s ,  o r  i f  you  a s  a  homeowner expand y o u r  h o u s e ,  c l e a n  

it u p ,  r e n o v a t e ,  r e p a i r  - make it b e t t e r  and  add  t o  t h e  i n v e s t m e n t  - f o r  t h a t  
e f f o r t  on  y o u r  p a r t  you a r e  g o i n g  t o  g e t  s o m e t h i n g  o u t  o f  i t ,  t h e  f i r s t  p e r s o n  
y o u  are  n o t  g o i n g  t o  see is  t h e  t a x  a s s e s s o r .  T h i s  h a s  been  a d d r e s s e d  b e f o r e ,  b u t  
he b e l i e v e s  t h i s  p a r t i c u l a r  p i e c e  o f  l e g i s l a t i o n  a d d r e s s e s  t h e  p rob lem v e r y  
a d e q u a t e l y .  T h i s  h a s  been  t a l k e d  a b o u t  f o r  10-12 y e a r s .  I n  t e r m s  o f  t a x  i n c e n -  
t i v e  and  f o r  development  i n  t h e  s t a te ,  t h i s  i s  someth ing  t h a t  b o t h  homeowners and  
b u s i n e s s e s  c o u l d  u s e  t o  f u r t h e r  t h e i r  own and community i n t e r e s t s .  An a d v a n t a g e  
f o r  c l e a n i n g  s o m e t h i n g  up t o d a y  r e a l l y  i s n ' t  i n  t h e  c a r d s .  He hopes  t h a t  t h i s  
k i n d  o f  l e g i s l a t i o n  and t h i s  p a r t i c u l a r  b i l l  would r e c e i v e  f a v o r a b l e  c o n s i d e r a t i o n .  
T h i s  b i l l  encourages  p e o p l e  t o  do someth ing .  You a r e  n o t  g o i n g  t o  g e t  t h e  work 
done  w i t h o u t  an  i n c e n t i v e .  Tes t imony a t t a c h e d .  

Rod Wi l son ,  B i l l i n g s  Chamber o f  Commerce, B i l l i n g s ,  e n d o r s e s  SB 350 b e c a u s e  i t  
p romotes  i n d u s t r i a l  growth .  He e n c o u r a g e s  f a v o r a b l e  c o n s i d e r a t i o n .  

The q u e s t i o n  o f  w h e t h e r  t h e  s c o p e  o f  t h e  o r i g i n a l  b i l l  i n c l u d e d  r e s i d e n t i a l  p rop -  
e r t y  was r a i s e d .  The S e n a t e  had n o t  r a i s e d  t h i s  q u e s t i - o n .  
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T h i s  b i l l  is  a t t e m p t i n g  t o  o f f e r  i n c e n t i v e s  t o  i n - s t a t e  b u s i n e s s e s ,  s i n c e  new 
t y p e s  o f  b u s i n e s s e s  e s t a b l i s h e d  by o u t - o f - s t a t e  peop le  a l r e a d y  a r e  a l lowed  t a x  
i n c e n t i v e s  by b e i n g  i n  C l a s s  9  which has  i n c r e m e n t a l  t a x  i n c e n t i v e s .  

I f  MELDA i s  r e p e a l e d ,  you r e p e a l  Class 9  as it is law a t  t h i s  t ime.  

S e n a t o r  Stephens  s a i d  i t  w a s n ' t  t h e i r  i n t e n t i o n  t o  d i s c u s s  r e s i d e n t i a l  p r o p e r t y ,  
b u t  t h e  S e n a t e  committee c r e a t e d  t h i s  s e c t i o n .  He d o e s n ' t  d i s a g r e e  w i t h  it, b u t  it 
is  becoming a n  encumbrance t o  passage  o f  t h e  b i l l .  

Under t h i s  b i l l  i t  appears  t h a t  i f  you bought  an o l d  house ,  you w o u l d n ' t  g e t  a  
t a x  i n c e n t i v e ,  b u t  i f  you b u i l d  a new house,  you would g e t  a  t a x  i n c e n t i v e  f o r  
f i v e  y e a r s .  The q u e s t i o n  o f  whether  apar tments  would q u a l i f y  a r o s e .  

I t  was f e l t  by t h e  committee t h a t  it would be  u n f a i r  t o  a l l o w  a  newcomer t o  an 
a r e a  t h i s  i n c e n t i v e  when t h e  p e r s o n s  p r e v i o u s l y  t h e r e  would n o t  be e n t i t l e d  t o  
it. Some l o c a l  c o n t r o l  shou ld  be  e s t a b l i s h e d  s i n c e  some towns w i t h  a l o t  of 
new c o n s t r u c t i o n  cou ld  n o t  a f f o r d  t o  a l low such an i n c e n t i v e  f o r  f i v e  y e a r s .  

New p r o p e r t y  would go on o v e r  a  5-year p e r i o d .  So what is  b e i n g  d e a l t  w i t h  i s  
a t ime  f a c t o r ,  and i n  some communities,  t h e  b e n e f i t  might  ex tend  t o  more t h a n  
t h a t .  T h i s  would be  an i n c e n t i v e  t o  p r e s e n t  occupants  t o  upgrade t h e i r  b u s i n e s s .  

The i n t e n t  was t o  a l low a 5-year  program t o  phase  i n ,  and a 5-year p e r i o d  o f  
i n c r e m e n t a l  t a x  v a l u e  on  new o r  expanded b u s i n e s s  p r o p e r t y  f o r  t h e  man i n  Montana. 
Th is  is  a l r e a d y  done f o r  t h e  o u t - o f - s t a t e  newcomer e s t a b l i s h i n g  a  new t y p e  o f  
b u s i n e s s .  

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 .  

SENATE BILL 65 - Rep. Underdal moved t o  recommend SB 65 Be Concurred I n .  The 
committee d i s c u s s e d  t h e  problem o f  when a  p a r t  o f  a  b u i l d i n g  i s  l e a s e d ,  and it 
is  a s s e s s e d  a s  a u n i t ,  how i t  would b e  t axed .  Rep. S i v e r t s e n  moved t h a t  t h e  
" o r W s  b e  removed. Th is  b i l l  is t o  b e  f u r t h e r  r e s e a r c h e d  by Ter ry  Cohea and 
a c t e d  upon a t  a l a t e r  d a t e .  

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

&P. HERB HUENNEKENS, CHAIRMAN 




