
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

March 3, 1977 

The thirty-first meeting of the Taxation Committee was 
called to order on the above date by Chairman Mathers in 
Room 415 of the State Capitol Building at 8:10 a.m. 

ROLL CALL: Roll call found all members present with the 
exception of Sen. Manning. 

CONSIDERATION OF HOUSE BILL 13: Roger Tippy distributed 
an outline of what the tax laws miqht look like in a few years, 
a Preliminary Outline, and entitled Title 15, see ~xhibits #I 
and 2, attached. He went through HB13 and said the bill takes 
note of the fact that the word 'person' is defined in many sec- 
tions of the code and HB13 would make clear the definition of 
the word. He explained further the clarification efforts of 
this legislation and following his presentation Chairman Mathers 
permitted questions by the committee and after a brief discus- 
sion, they took action on the bill. 

DISPOSITION: Sen. Towe Moved HB13 Be Concurred In. The 
motion carried. Note for the record the absence of Sen. Man- 
ning, and Sen. Brown's 'Not vote. 

CONSIDERATION OF HOUSE BILL 15: Mr. Tippy then distributed 
Exh. #3, attached, and went through the bill, explaining the 
changes to further clarify the codes in relation to the indi- 
vidual and corporate income taxes and gasoline taxes. There 
were numerous points in the bill that he explained, noting why 
changes had been made. Committee members asked questions of 
Mr. Tippy and discussed the changes proposed in the bill and 
following, moved this bill as well. 

DISPOSITION: Sen. Towe Moved HB15 Be Concurred In. The 
motion carried unanimously. 

The Chairman then told the committee he felt they should ar- 
rive at some decision in regard to both inheritance and income 
tax measures. He said that after some deliberation several of 
the committee members had had second thoughts in regard to SB 
352 and SB431 and these committee reports were not turned in 
on Friday, the day the committee took action on them. After 
considerable deliberation at that meeting, the committee voted 
to kill 7 income tax related bills on that day and the two bills, 
SB352 and 431, were killed with the others. 

Mr. Groff of the D.R. was present at this morning's mee- 
ting and the committee held an open discussion with regard to 
the income tax bills, consulting with Mr. Groff in regard to 
the income averaging bill, as well as several other alternatives 
which might reduce the income tax for married couples. Mr. Clark 
and Mr. Winn of the D.R. also were questioned in regard to the 



loss or gain of revenue under certain alternatives being con- 
sidered by the committee. 

Mr. Winn distributed Exh. # 4 ,  which he had been asked to 
prepare by the committee at Friday's meeting. He discussed 
the revenue gains and losses shown on the charts and commit- 
tee members also questioned him about benefits of income tax 
credits as opposed to exemptions, also the effects of elimi- 
nating all or part of the 10% surcharge. 

After considerable discussion, the Chairman asked the com- 
mittee if they wished to make any substantial changes in the 
income tax picture or if they wished to leave it much as it 
is at present. They discussed how the burden of paying taxes 
would be shifted were they to enact legislation giving a tax 
break on inheritance taxes. They also discussed Sen. Towe's 
'piggy-back' bill. The committee generally responded to the 
Chairman's question of what they planned to do about the pre- 
sent tax laws by agreeing they did not wish to make any sub- 
stantial changes in the present tax laws. If there are tax 
breaks, some one group will have to make up the difference in 
revenues lost, and several voiced the thought that this did 
not seem the time to opt for any major change in the present 
tax structure. 

The point was made that the Interim Tax Committee had 
last summer considered property, income and inheritance taxes, 
and had come out with some most beneficial changes in the pro- 
perty tax laws, as they had concentrated on them. Therefore, 
Chairman Mathers proposed the state income tax laws again be 
placed with an Interim Tax Committee, in an effort to come 
out with more equitable tax laws, and hopefully, more even 
distribution of the tax burden. 

Exhibit #5, attached, is a proposed amendment to HB422, 
and was introduced by Mr. Groff. Chairman Mathers said more 
information will be coming from the D.R., so he urged the 
committee to consider the information they had received and 
will receive, in an effort to arrive at a decision which might 
be considered at Friday's meeting. 

The Chairman then adjourned the meeting. 

> a  n,,<-/L - --- 
W I L L ~ ~ '  MATHERS CHAIRMAN 
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STANDING COMMITTEE REPORT 

MR. ....... rwzRm'l: .............................. 

TAXATEOU ........................................................................................................................................................ We, your committee on 

ROUSZ 13 having had under consideration ............................................................................................................... Bill No. ................. 

tfOUSi3 13 Respectfully report as follows: That ........................................................................................................... Bill No ................... 

STATE PUB. CO.  
Helena, Mont. 
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WUCATTW We, your coninlittee on ........................................................................................................................................................ 
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R.C.M. 1347 

TITLE 1 5  TAXATION 

PRELIMINARY OUTLINE 

C h a p t e r  1 Tax A d m i n i s t r a t i o n  

P a r t  1 Department  o f  Revenue 
M.C.A. 1979 

84-101 ~ e f i n i t i o n s  15-1-101 
84-708.1(4) ( p a r t )  Department  t o  a d m i n i s t e r  r evenue  laws 15-1-102 

(5) ( 8 )  
84-708.1(6)  ( 7 )  ( 9 )  Department  t o  e n f o r c e  revenue  laws 15-1-103 

(10)  (11) (12)  (13)  
84-708.1(14; Department  may s t u d y  o t h e r  t a x  sys tems  15-1-104 
84-708.1(15) Governor may c o n s u l t  d e p a r t m e n t  15-1-105 
84-708.1(16) B i e n n i a l  r e p o r t  15-1-106 
84-708.1(17) Department  may waive p e n a l t i e s  15-1-107 

P a r t  2 M u l t i s t a t e  Tax Compact 

M u l t i s t a t e  t a x  compact 
Montana compact commiss ioner  
A l t e r n a t e  
Advisory  committee 

P a r t  3 I n v e s t i g a t i o r ~ s ,  H e a r i n g s ,  and Records 

H e a r i n g s ,  w i t n e s s e s ,  con tempt ,  f e e s  and  15-1-301 
subpoenas  

P e n a l t y  for r e f u s a l  t o  f u r n i s h  informa- 15-1-302 
t i o n  

D e s t r u c t i o n  o f  tax r e c o r d s  a u t h o r i z e d  -- 15-1-311 
p r o c e d u r e  

Treasurers t o  d e s t r o y  c e r t a i n  t a x  r e c o r d s  15-1-312 

P a r t  4 Handl ing  C o l l e c t i o n s  

  is position o f  moneys f r o m  c e r t a i n  taxes 15-1-401 
Suspense  a c c o u n t  for  r e c e i p t s  and r e f u n d s  15-1-402 
Refund of overpayments  -- p r o c e d u r e  15-1-403 
S e t t l e m e n t  o f  c o u n t y  t r e a s u r e r  w i t h  s t a t e  15-1-404 

t r e a s u r e r  
Repor t  of c o u n t y  c l e r k  t o  s t a t e  a u d i t o r  15-1-405 
Annual s e t t l e m e n t s  15-1-406 



P a r t  5 Lists o f  C o r p o r a t i o n s  

C e n t r a l  r e p o r t i n g  s y s t e m  f o r  i d e n t i f i c a -  15-1-501 
t i o n  o f  c o r p o r a t i o n s  

Rules  and  r e g u l a t i o n s  fo r  c e n t r a l  r e p o r t -  15-1-502 
i n g  sys tem 

L i s t  of c o r p o r a t i o n s  f u r n i s h e d  by secre- 15-1-503 
t a r y  o f  s t a t e  

Labor d e p a r t m e n t  t o  f u r n i s h  l i s t  of c o r -  15-1-504 
p o r a t i o n s  

L i s t  o f  c o r p o r a t i o n s  compi led  by revenue  15-1-505 
d e p a r t m e n t  

C r o s s - r e f e r e n c i n g  o f  l ists  by d e p a r t m e n t  15-1-506 
o f  r evenue  

L i s t s  o f  c o r p o r a t i o n s  n o t  open t o  i n s p e c -  15-1-507 
t i o n  

P a r t  6 S t a t e  Tax Appeal Board 

Board -- appo in tments  -- term 
Q u a l i f i c a t i o n  and compensat ion  
O r g a n i z a t i o n ,  quorum, s e s s i o n s  
Board powers and d u t i e s  
S e a l  o f  b o a r d  

Employees -- d u t i e s  o f  s e c r e t a r y  -- r u l e s  15-1-611 
O f f i c e ,  f u r n i s h i n g s ,  and s u p p l i e s  15-1-612 

Appeal t o  s t a t e  t a x  a p p e a l  b o a r d  -- 15-1-631 
h e a r i n g  

J u d i c i a l  r ev iew o f  c o n t e s t e d  cases 15-1-632 
P e t i t i o n  f o r  i n t e r l o c u t o r y  a d j u d i c a t i o n  15-1-633 
Jurisdiction t o  make in te r locu toq  adjudication 15  - 1- 6 3  4 

P a r t  7  Taxpayers '  Remedies 

Payment of l i c e n s e  fee under  p r o t e s t  -- 15-1-701 
a c t i o n  t o  r e c o v e r  

Payment o f  tax under  p r o t e s t  -- a c t i o n  t o  15-1-702 
r e c o v e r  

O t h e r  remedies s u ~ e r s e d e d  15-1-703 
I n j u n c t i o n  d o e s  n o t  l i e  t o  r e s t r a i n  15-1-704 

enforcement  o f  t a x  

C h a p t e r  2 The P r o p e r t y  Tax 

P a r t  1 Genera l  P r o v i s i o n s  

S u b p a r t  1 A d m i n i s t r a t i v e  P rov i s ions  

84-704 D e f i n i t i o n s  



Subpar t  2 

( 5 )  Asszsssr a s  aqont of department -- county  15-2-102 
t o  p rov ide  o f f i c e  space ,  when 

p a r t )  Department t o  conduct  a s s e s s i n q  schoo l s  15-2-103 
Department a u d i t  o f  t a x a b l e  va lue  15-2-104 
Audi t  f e e  p a i d  t o  g e n e r a l  fund 15-2-105 

Farm S t a t i s t i c s  

Department t o  c o l l e c t  farm s t a t i s t i c s  15-2-121 
De l ive ry  t o  commissioner o f  a g r i c u l t u r e  15-2-122 
S t a t i s t i c s ,  how o b t a i n e d  15-2-123 
S t a t i s t i c s ,  p e n a l t y  f o r  r e f u s a l  t o  f u r -  15-2-124 

n i s h  

Subpar t  3 Appeal Procedures  

Notice o f  i n t e n t i o n  t o  change assessment  1.5-2-131 
Not ice  o f  assessment  o f  omi t t ed  p r o p e r t y  15-2-132 

P a r t  2 Rea l ty  T r a n s f e r  A c t  

S h o r t  t i t l e  
Purpose 
D e f i n i t i o n s  
Report  o f  t r a n s f e r s  -- change of  owner- 

s h i p  r e c o r d s  
C e r t i f i c a t e  o f  county c l e r k  and r e c o r d e r  
Rules 
C e r t i f i c a t e  -- excep t ions  
D i sc losu re  o f  in format ion  
C l a s s i f i c a t i o n  o f  assessment  methods 
P e n a l t y  
Cos t s  

P a r t  3 C l a s s i f i c a t i o n  and Appra i sa l  

Subpar t  1 Prope r ty  C l a s s i f i e d  a s  Tax-exempt 

84-201 P rope r ty  s u b j e c t  t o  o r  exempt from t ax -  15-2-301 
a t i o n  

84-202, 84-303 Exempt c a t e g o r i e s  15-2-302 
84-203 S t a t e  wate r  c o n s e r v a t i o n  p r o j e c t s  exempt 15-2-303 
84-206 I r r i q a t i o n  and d ra inage  f a c i l i t i e s  -- 15-2-304 

when exempt 

Subpar t  2 .  C l a s s e s  o f  Taxable P rope r ty  

84-301 C l a s s i f i c a t i o n  o f  t a x a b l e  p rope r ty  15-2-321 



84-301 (I), 84- Class one property 
302 (1) 

84--301(II) , 84-302 (2) Class two property 
84-301 (111) , 84-302 (3)Class three property ' 
84-301 (IV) , 84-302 (4) Class four property 
84-301 fr) , 84-302 ( 5 )  Class five property 
84-303, 84-302 (6), Class six property 
84-304, 84-305, 84- 
407, 84-308 

69-3923, 84-301 (m~) , Class seven property 
84-302 (7) 

84-301 WII) ,84-302 (8Flass eight property 
84-301(3CX), 84-302(9) Class nine property 
84-301 (x) , 84-302 (101 Class ten property 
84-301 (XI) , 84-302 (11)Cla ss eleven property 

Part 4 General Appraisal Methods 

Classification and appraisal -- duties 15-2-401 
of department 

Notice of classification and appraisal to 15-2-402 
owners -- appeals 

Classification and appraisal -- general 15-2-403 
and uniform methods 

Work done under prior law 15-2-404 

Periodic revaluation of taxable property 15-2-411 
Equalization of valuations 15-2-412 
Use of valuations 15-2-413 
Sections supplemental 15-2-414 

Part 5 Greenbelt ~ppraisal 

Legislative intent as to agricultural 
property 

Eligibility of land for valuation as 
agricultural 

Agricultural uses only considered in 
valuation 

Roll-back tax imposed -- when 
Roll-back tax procedures 
Improvements on agricultural land 
Continuance of valuation as agricultural 

land 
Reclassification by department 
Reclassification by owner 
Roll-back tax on change of use of part of 

tract 



HOUSE MEMBERS 

ROBERT L. MARKS 
CHAIRMAN 

FRANCIS BARDANOUVE 

OSCAR KVAALEN 

PAT MC KI7TRlCK 

ROSE WEBER 
EXECUTIVE DIRECTOR 

PAMELA DUENSING 
ADMINISTRATIVE ASSISTANT 

ROBERTA MOODY 
SUPERVISOR. ALTER SYSTEM 

T SENATE MEMBERS 

NEIL J. LYNCH 
VICE CHAIRMAN 

GLEN DRAKE 

CARROLL GRAHAM 

FRANK HAZELBAKER 

DIANA DOWLlNG 
DIRECTOR. LEGAL SERVICES: 
CODE COMMISSIONER 

ROBERT PERSON 
DIRECTOR. RESEARCH 

1977 Legislature 
Code Commissioner Bill - Summary 

Bill No. 

FOR A STANDARD DEFINITION OF THE WORD "PERSON" IN TAX 
TITLE. 

(This summary does not include discussion of routine form 
or grammatical changes.) 

This bill enacts a section to provide a standard definition 
of person for most of the taxation statutes in Title 84, to 
include individuals, partnerships, corporations, syndicates, 
associations, and joint-stock companies. The taxes on indivi- 
dual.and corporate income are expressly excluded from the 
scope of this definition. 

The remainder of the bill either repeals separate definitions 
of "person" now scattered throughout the title (sections 3, 
12, 21, 22, 23, and 24 do this), or delete enumerations which 
would be redundant under the title-wide definition. A typical 
enumeration is: "It shall be unlawful for any person, firm, 
association, corporation, or copartnership to...". The 
remaining sections of the bill make such deletions. 



HOUSE MEMBERS 

ROBERT L. MARKS 
CHAIRMAN 

FRANCIS BARDANOUVE 
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EXECUTIVE DIRECTOR 
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SUPERVISOR. ALTER SYSTEM 

qd ,# 3 .ENATE MEMBERS 
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VICE CHAIRMAN 

GLEN DRAKE 

CARROLL GRAHAM 

FRANK HAZELBAKER 

DIANA DOWLING 
DIRECTOR. LEGAL SERVICES; 
CODE COMMISSIONER 

$hie Qa+l ROBERT PERSON 
DIRECTOR, RESEARCH 

$?elma, 5950% 

1977 Legislature 
Code Commissioner Bill - Summary 
House Bill No. 15 

TO REVISE AND CLARIFY INDIVIDUAL AND CORPORATE INCOME 
TAXES AND GASOLINE TAXES. 

(This summary does not include discussion of routine form 
or grammatical changes.) 

Section 1. 84-1501.2. The rearrangement makes it clear 
in (a) that (1) and (2) refer to when the election is effective 
and not to when the consent takes place. In (e) (1) and (e) (3) 
the language in (A) and (B) is not needed for meaning.  gain, 
wording is rearranged to clarify. 

Subsection (c) (2) is deleted as temporary. 

Section 2. 84-1838. Inserts the word "or" between the 
penultimate and last items in a series. 

Section 3. 84-1840. Expands scope of "this act" so that 
it includes the chapter which encompasses all motor fuel taxes. 
In practice, all of these taxes are paid into the highway fund 
now, so no substantive change is involved. 

Section 4. 84-4903.8. Substituted "84-4903.2" for "this 
section" because that is the section which is concerned with . 

the tax in question, 

Section 5. Amend 84-4926 by inserting the words "for 
which" in the last sentence to make it grammatical. 

@ 

Sections 6 and 7. 84-6305 and 84-6307 correct references 
to repealed sections. 

Section 8, Repeals. 

84-4903.1 is merely a declaratory, non-legal statement 
and is not needed. 



I 

84-4903.13 r e l a t e s  t o  rule-making powers - n o t  needed 
because 84-4930 d e l e g a t e s  such a u t h o r i t y  f o r  a l l  of  Chapter  49. 

84-6303 i s  redundant  s i n c e  ( a )  t h e  amendment t o  84-1840 
would s p e c i f y  t h a t  t h i s  t a x  i s  paid  i n t o  t h e  highway fund,  
and (b )  t h e  5% overhead f a c t o r  i s  n o t  used i n  budgeting;  t h e  

-department of revenue simply r e c e i v e s  an a p p r o p r i a t i o n  from 
t h e  highway fund f o r  t h e  a c t u a l  c o s t s  of  c o l l e c t i n g  a l l  motor 
f u e l  t a x e s .  
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State Publishing Co. - Helena, Montar~a 

COMMITTEE OF THE WHOLE AMENDMENT 

MR. CHAIRMAN: I MOVE TO AMEND HOUSE BILL No. 422 as follows: 

1. Amend page 9, Section 2, line 7 
Following: "line 7" 
Insert : "Section 3. Section 84-1502, R.C.M. 1947 is 

amended to read as follows: 

"Section 84-1502. Deductions allowed in computing 
income. In computing the net income the following deductions 
shall be allowed from the gross income received by such corporation 
within the year from all sources: 

1. All the ordinary and necessary expenses paid or incurred 
during the taxable year in the maintenance and operation of its 
business and properties, including reasonable allowance for salaries 
for personal services actually rendered, subject to the limitation 
hereinafter contained, rentals or other payments required to be made 
as a condition to the continued use or possession of property to 
which the corporation has not taken or is not taking title, or in 
which it has no equity. No deduction shall be allowed for salaries 
paid upon which the recipient thereof has not paid Montana state 
income tax; provided, however, that where domestic corporations are 
taxed on income derived from without the state, salaries of officers 
paid in connection with securing such income shall be deductible. 

2. (A) All losses actually sustained and charged off within 
the year and not compensated by insurance or otherwise, including 
a reasonable allowance for the wear and tear and obsolescence of 
property used in the trade or business, such allowance to be 
determined according to the provisions of section 167 of the internal 
revenue code in effect with respect to the taxable year. All elections 
for depreciation shall be the same as the elections made for federal 
income tax purposes. No deduction shall be allowed for any amount paid 
out for any buildings, permanent improvements or betterments made to 
increase the value of any property or estate and no deduction shall be 
made for any amount of expense of restoring property or making good 
the exhaustion thereof for which an allowance is or has been made. 

( B )  (a) There shall be allowed as a deduction for the taxable 
period a net operating loss deduction determined according to the 
provisions of this subsection. The net operating loss deduction 
is the aggregate of net operating loss carryovers to such taxable 
period plus the net operating loss carrybacks to such taxable period. 
The term "net operating loss" means the excess of the deduction 
allowed by this section, 84-1502, over the gross income, with the 
modifications specified in paragraph (b) of this subsection. If for 
any taxable period beginning after December 31, 1970, a net operating 

I 
loss is sustained, such loss shall be a net operating loss carryback 
to each of the three (3) taxable periods preceeding the taxable 
period of such loss and shall be a net operating loss carryover to 
each of the five (5) taxable periods following the taxable period 



. . 
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of such loss. A net operating loss for any taxable period ending 
after December 31, 1975, in addition to being a net operating 
loss carry back to each of the 3 preceeding taxable periods, shall be 
a net operating loss carryover to each of the 7 taxable periods 
following the taxable period ot such loss. The portion 
of such loss which shall be carried to each of the other taxable 
years shall be the excess, if any, of the amount of such loss over 
the sum of the net income for each of the prior taxable periods 
to which such loss was carried. For purposes of the preceeding 
sentence, the net income for such prior taxable period shall be 
computed with the modifications specified in paragrpah (b) (ii) of 
this subsection and by determining the amount of the net operating 
loss deduction without regard to the net operating loss for the loss 
perl-od or any taxable perlod thereafter, and the net lncome so computed 
shall not be considered to be less than zero. 

(b) The modifications referred to in paragraph (a) of this sub- 
section shall be as follows: 

(i) No net operating loss deduction shall be allowed. 

(ii) The deduction for depletion shall not exceed the amount which 
would be allowable if computed under the cost method. 

(c) A net operating loss deduction shall be allowed only with regard 
to losses attributable to the business carried on within the state of 
Montana. 

(d) The case of a merger of corporations, the surviving corporation 
shall not be allowed a net operating loss deduction for net operating 
losses sustained by the merged corporations prior to the date of merger. 

In the case of a consolidation of corporations, the new corporate entity1 
shall not be allowed a deduction for net operating losses sustained by I 

I 

the consolidated corporations prior to the date of consolidation. 

(e) Notwithstanding the provisions of section 84-1508.1 (c), R.C.M., 
1947, interest shall not be paid with respect to a refund of tax resulting 
from a net operating loss carryback or carryover. 

(f) The net operating loss deduction shall not be allowed with 
respect to taxable periods which ended on or before December 31, 1970, but 
shall be allowed only with respect to taxable periods beginning on 
or after January 1, 1971. 

( 3 )  In the case of mines, other natural deposits, oil and gas 
wells, and timber, a reasonable allowance for depletion and for 
depreciation of improvements, such reasonable allowance to be determined 
according to the provisions of the internal revenue code in effect for the 
taxable year. All elections made under the internal revenue code with 
respect to capitalizing or expensing exploration and development costs 
and intangible drilling expenses for corporation license tax purposes 
shall be the same as the elections made for federal income tax purposes. 

4 .  The amount of interest paid within the year on its indebtedness 
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incurred in the operation of the business from which its income is derived; 
but no interest shall be allowed as a deduction if paid on an indebtedness 
created forathe purchase, maintenance or improvement of property or for 
the conduct of business unless the income from such property or business 
would be taxable under this act. 

5. Interest income from obligations of the state of Montana, 
or any political subdivision or municipality of the state of Montana. 

6. Taxes paid within the year except the following: (a) Taxes 
imposed by this act. 

(b) Taxes assessed against local benefits of a kind tending to 
increase the value of the property assessed. 

(c) Taxes on or qccording to or measured by net income or profits 
imposed by authority of the government of the United States. 

(d) Taxes imposed by any other state or county upon or measured 
by net income or profits. 

Taxes deductible under this act shall be construed to include taxes 
imposed by any county, school district or municipality of this state." 

2. Renumber: "all subsequent sections" 

3. Amend page, Section 3, line 10 
Following: "1976" 
Insert: "The amendment made in Section 3 applies to taxable 

years ending after December 31, 1975." 
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