
TAXATION COMMITTEE 
45TH LEGISLATURE 

Chairman Herb Huennekens c a l l e d  t h e  t a x a t i o n  committee t o  o r d e r  i n  execu t ive  
s e s s i o n  a t  8:00 a.m., March 25, 1977, i n  room #434, C a p i t o l  Bui ld ing ,  Helena, 
MT. A l l  committee members were p re sen t .  

Rep. Me1 Williams moved t h a t  s e r i o u s  cons ide ra t i on  be given t o  SB 31, and amend 
it back a s  i t  was when i t  came o u t  o f  t h e  i n t e r i m  t a x  committee. On a  $200,000 
e s t a t e ,  your p r e s e n t  i n h e r i t a n c e  t a x  laws would t a x  t h e  e s t a t e  $4,000. As it 
came o u t  o f  t h e  i n t e r i m  t a x  committee, it would be  taxed about $2,000. This  
motion was withdrawn. 

A d i s cus s ion  ensued r ega rd ing  t h e  permission f o r  deferment of  payment o f  t axes  
f o r  f i v e  yea r s  by p o s t i n g  a  bond. The bond c o s t  i s  around 1 .5% of  t o t a l  amount 
due with a  y e a r l y  renewal requirement.  

Rep. Williams moved t h a t  t h e  committee work wi th  SB 31 a s  t h e  subcommittee 
recommended. He moved t h a t  HB 333 B e  Tabled. The subcommittee w i l l  con t inue  
t o  cons ider  SB 31 and c l ean  i t  up, and t a b l e  HB 333. Committee approved unani- 
mously. 

Rep. Dassinger opposes HB 754 and HB 482, say ing  they  t a k e  money o u t  o f  p r e sen t  
a r e a s .  H e  agrees  t h a t  t a k i n g  a  p o r t i o n  of  t h a t  money and doing what Rep. Fabrega 
i s  t r y i n g  t o  do by loaning  some o f  t h i s  money a t  low i n t e r e s t  r a t e s  f o r  low-cost 
housing is  a  good i d e a .  He th inks  we should s e t  up d e f i n i t e  programs funded from 
our  gene ra l  fund moneys rece ived  from coa l  revenues.  

Rep. S i v e r t s e n  b e l i e v e s  it i s  necessary t o  be concerned wi th  a l l  segments,  n o t  
j u s t  one. He th inks  everyone should have some t a x  r e l i e f .  We a r e  going a t  it 
i n  a  piecemeal way. W e  a r e  a l lowing  loans f o r  housing,  b u t  have a  l o t  of young 
people  who c a n ' t  a f f o r d  t o  have houses a t  t h e  p r e s e n t  t ime,  and we a r e  n o t  doing 
anyth ing  f o r  them. He sugges t s  c u t t i n g  back on t h e  c o s t  of  s t a t e  government and 
l eav ing  more money i n  t h e  p e o p l e ' s  pockets .  

The Meloy b i l l ,  HB 754, dea l s  p r i n c i p a l l y  wi th  energy conserva t ion  elements .  

J u s t  t h e  i n t e r e s t  from t h e  t r u s t  fund money i s  spendable  - t h e  t r u s t  fund money 
i t s e l f  i s  be ing  inves t ed  everywhere by t h e  Montana Department o f  Investments  
because o f  h ighe r  i n t e r e s t  r a t e  r e t u r n s .  I t  w i l l  t a k e  a  long,  long time f o r  
t h e  i n t e r e s t  t o  become b i g  enough t o  do much good. 

Rep. Dassinger opposes t h e  Meloy b i l l  a l so .  He wants t o  save  t h e  money f o r  
f u t u r e  gene ra t i ons ,  b u t  he b e l i e v e s  t h a t  i n t e r e s t  money should be p u t  i n t o  our 
Board o f  Investments and t h e  i n t e r e s t  from it used now and n o t  30 o r  40 yea r s  
from now. 

The D r i s c o l l  b i l l ,  HB 825, i s  a  recommendation f o r  a c o n s t i t u t i o n a l  amendment. 

Rep. Fabrega s a i d  he has  seen  i n t e r e s t  r a t e s  i n c r e a s e  above 10% because l ende r s  
were making l a r g e  g i f t s  t o  g e t  t h e  people  t o  d e p o s i t  wi th  them and thereby  t ake  
t h e  money o u t  o f  the  s t a t e .  A s  long a s  we maintain a  10% i n t e r e s t  c e i l i n g ,  we 
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a r e  g o i n g  t o  have funds going t o  wherever t h e y  g e t  t h e  h i g h e s t  r a t e  o f  i n t e r e s t .  
Is t h a t  t h e  b e s t  way t o  i n v e s t  o u r  money? He f e e l s  housing i s  t h e  l o g i c a l  p l a c e ,  
b u t  i f  t h e y  a r e  n o t  going t o  be a b l e  t o  b e  hooked up t o  g a s ,  t h i s  may be  a  
d e t e r r e n t .  Loans f o r  hous ing  t h a t  have a l t e r n a t i v e  energy systems b u i l t  i n t o  
them cou ld  be  c o n s i d e r e d  a s  we have t o  s u b s i d i z e  them somehow. The q u e s t i o n  o f  
r e t r o f i t t i n g  i s  p a r t  o f  it .  We need a l l  t h e  gas  and o i l  we have f o r  mobi le  u s e s .  
Maybe hous ing  wi th  a l t e r n a t i v e  energy systems i n c o r p o r a t e d  i n t o  them f o r  up t o  
$50,000 a t  8% would be  b e n e f i c i a l .  He d o e s n ' t  want t o  have t h e  money t a k e n  o u t  
of  Montana because  o f  t h e  10% c e i l i n g ,  which i s  n o t  good. 

Rep. B e r t e l s e n  d o e s n ' t  f e e l  enough i s  known a t  t h i s  t ime  t o  go ahead and s e t  up 
some p r o v i s i o n s  f o r  inves tment  o f  t h i s  money. Some r e a l  s t r i n g e n t  c o n t r o l s  t o  
p r o t e c t  t h e  t o t a l  t r u s t  a r e  n e c e s s a r y .  He t h i n k s  t h e  money s h o u l d  b e  i n v e s t e d  
i n  Montana a f t e r  i t  h a s  been s t u d i e d  by some k i n d  o f  an i n t e r i m  committee work- 
i n g  c l o s e l y  w i t h  t h e  Board o f  Inves tments .  He i s  a f r a i d  of t h e  b i l l s  b e f o r e  us .  

Rep. S i v e r t s e n  s a i d  i n  t h e  s t a t e  o f  Montana, due t o  t h e  p r e s e n t  o v e r a l l  t a x  
s t r u c t u r e ,  i t  is d i f f e r e n t  i n  t h a t  i t  is much h i g h e r  i n  o t h e r  s t a t e s  because  o f  
more development.  They a r e  a b l e  t o  pay more f o r  t h e  u s e  o f  o u r  funds  u n t i l  t h e  
day comes when t a x  e q u i t y  i s  reached.  We have t o  p u t  o u r s e l v e s  on t h e  same 
b a s i s  a s  o t h e r  s t a t e s .  

Rep. H i r s c h  t h i n k s  maybe we don'  t have t o  g i v e  an i n t e r e s t  b r e a k  t o  pe rsons  who 
b u i l d  new homes and e q u i p  them w i t h  s o l a r  o r  o t h e r  energy c o n s e r v a t i o n  homes. 
Th is  would s t i m u l a t e  t h e  s t a t e ' s  economy and a l s o  a d d r e s s  t h e  energy q u e s t i o n  
a t  t h e  same t ime.  I f  you assume t h a t  we have t o  do something w i t h  t h e  money, I 
am s u r e  t h a t  some o f  us d o n ' t  f e e l  t h a t  way. 

Rep. O'Keefe asked what t h e  average  i n t e r e s t  r a t e  r e c e i v e d  under  t h e  " p r u d e n t  
man" r u l e  is.  The average  i s  approximately  7.16%. The amount o f  i n f l a t i o n  l a s t  
y e a r  w a s  around 4.8%. 

Rep. Fabrega s a i d  under HB 825, t h e  i n t e r e s t  b e c o m e p r i n c i p a l  u n t i l  t h e  y e a r  2001. 
H e  d o e s n ' t  l i k e  t h e  concep t  o f  p i l i n g  up money f o r  money's  s a k e .  

Rep. B e r t e l s e n  t h i n k s  t h e  p r i n c i p a l  s h o u l d  be r e t a i n e d  i n t a c t  and t h e  i n t e r e s t  
used.  Rep. Vincen t  a d v i s e d  t h i s  money can be  s p e n t  t o  a i d  peop le .  Rep. Dass inger  
mentioned c o u n t i e s '  s h a r e  h a s  been c u t  down t o  1% a l r e a d y .  Rep. Will iams t h i n k s  
t h e  main t r u s t  fund s h o u l d  b e  i n v i o l a t e ,  b u t  t h e  i n t e r e s t  shou ld  be used .  

Rep. Severson s a i d  money i s  n o t h i n g  u n l e s s  you have some use o f  i t .  C a n ' t  buy - 
a n y t h i n g  by l o c k i n g  up something f o r  20 some y e a r s  because  we c a n ' t  look ahead 
t h a t  f a r .  He d o e s n ' t  want t o  l o c k  it up t h a t  t i g h t .  

I+p.Hirsch b e l i e v e s  it b e s t  t o  l o a n  t h e  p r i n c i p a l  i n  t h e  s t a t e .  Rep. O'Keefe 
s a y s  t o  i n v e s t  i n  Montana. 

Rep. Underdal i s  opposed t o  HB 825 a s  f a r  a s  l o c k i n g  up t h e  i n t e r e s t  wi th  t h e  
r e s t  o f  t h e  fund ,  b u t  d o e s n ' t  f e e l  t h e  fund i t s e l f  s h o u l d  be s p e n t .  I n v e s t  t h e  
p r i n c i p a l  f o r  t h e  b e n e f i t  o f  t h e  p e o p l e  i n  Montana. 

Rep. Waldron f e e l s  we a r e  go ing  t o  pay f o r  t h a t  c o a l  development.  We h a v e n ' t  
done a n y t h i n g  t o  broaden t h e  t a x  b a s e  i n  Montana - c a p i t a l  does  t h i s .  A t a x  
b r e a k  w o n ' t  do t h i s .  We c a n ' t  s o l v e  t h e  problems i n  Montana w i t h  a  few t a x  
b r e a k s .  H e  h a s  no problem w i t h  t h e  b i l l .  
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Rep. G i l l i g a n  f e e l s  t h e  d i s c u s s i o n  on t h i s  b i l l  h a s  been one o f  t h e  b e s t  d i s -  
c u s s i o n s  he  has  p a r t i c i p a t e d  i n .  

Rep. Fabrega moved HOUSE BILL 825 DO NOT PASS. Rep. Dass inger  made a s u b s t i t u t e  
motion t h a t  it Be Tabled.  He hopes t o  have a l l  t h r e e  b i l l s  t a b l e d  f o r  d i s c u s s i o n  

- by an i n t e r i m  committee who would make a  s t u d y  o f  what t o  do w i t h  t h e  i n t e r e s t  
money. 

Rep. Huennekens adv i sed  a  Table  motion shou ld  n o t  be  d i s c u s s e d ,  b u t  asked t h e  
committee i f  t h e y  wished t o  have a s h o r t  d i s c u s s i o n .  There was no o b j e c t i o n .  
A f t e r  d i s c u s s i o n  t h e  motion w a s  withdrawn. 

A v o t e  on t h e  f i r s t  motion of DO NOT PASS made by Rep. Fabrega c a r r i e d  w i t h  Rep. 
Waldron v o t i n g  No, and a l l  o t h e r s  v o t i n g  f o r  t h e  motion.  

HOUSE BILL 482 a l lows  t h e  p r i n c i p a l  t o  be  i n v e s t e d  i n  Montana. Th is  would a l l o w  
use  o f  t h e  t o t a l  trust fund a v a i l a b l e .  There was a  r e t u r n  o f  7.16% on t h e  in -  
ves tment  fund  i n  1976, and i n  1975 t h e  r e t u r n  was 7.67%. 

Rep. Dass inger  feels t h a t  t h e  i n t e n t  of t h e  b i l l  i s  e x c e l l e n t  and f e e l s  t h a t  
t h e r e  s h o u l d  be  a n  i n t e r i m  committee s t u d y .  P a r t  o f  it s h o u l d  b e  hand led  by 
t h e  Board o f  Investments  t o  use a s  they s e e  b e s t .  The money is t h e r e  i n  s h o r t -  
t e rm i n v e s t m e n t s ,  and once t h a t  is  i n v e s t e d  i n  15- o r  20-year inves tments  i t  i s  
gone f o r  t h a t  l e n g t h  o f  t ime.  The need is  t h e r e  and t h e  money s h o u l d  be  used.  
Assurance t h a t  t h e  money does n o t  go i n t o  t h e  hands o f  r e a l t o r s ,  e t c . ,  i s  a  
most i m p o r t a n t  m a t t e r .  

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