
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

March 23, 1977 

The fiftieth meeting of the Taxation Committee was called 
to order on the above date in Room 415 of the State Capitol Buil- 
ding at 8:10 a.m. 

Roll Call: Roll Call found all of the members present. 

The following witnesses were present: 

Carter Picotte 
Edward Nelson 
Bill Sternhagen 
Bob Gannon 
Don Allen 
Gregg L. McCurdy 
Rod Gudgel 
Tom Winsor 

Mont.-Dak. Utilities 
Mont. Taxpayers Assoc. 
Anaconda 
Montana POWER 
Don Allen 
Mont. Assoc. of Counties 
MNHA & MSPA 
Mont. C. of C. 

CONSIDERATION OF HOUSE BILL 773: Rep Huennekins said his bill 
called f o r  creation of a revenue oversight committee and he felt 
it necessary to have a functioning committee so there is closer lia- 
son with the Department of Revenue and the Legislature. He thought 
the Legislature could exert continued oversight on the tax situa- 
tion in the state, as he believed tax was one of the most complex 
of the subjects the Legislature faces each session. He proposed 
people on the committee should have some background of experience 
with taxation problems. 

The Chairman asked for other proponents and Mr. Groff of the 
D.R. said they were in full support of the bill and agree that some- 
thing should be done along this line. Mr. Gudgel also spoke in sup- 
port of the bill. There were no opponents present and Re. Huennekins 
closed, adding although the bill specified an 8-man committee, he 
felt a 12-man committee might be better as there are so many prob- 
lems to be handled. 

The committee than asked a number of questions and it was 
pointed out if the bill should be passed the effective date would 
have to be changed so the committee could be selected and could 
begin work immediately. It was also mentioned that the Taxation 
Committee had set up such a committee in another bill and Rep. 
Huennekins felt the committee referred to in his bill could do 
both jobs. 

Following this discussion, the hearing on HB773 was closed. 



CONSIDERATION OF HOUSE BILL 56: T h i s  b i l l  had once been 
hedrd i n  committee b u t  had been taken  back f o r  f u r t h e r  d i s cus -  
s i o n  and/or amendments. I t  was thought  p o s s i b l e  t h a t  i f  t h i s  
could be  worked o u t ,  adopt ion  of l e g i s l a t i o n  conta ined  i n  14B50 
might p rec lude  a  s p e c i a l  s e s s i o n  of t h e  L e g i s l a t u r e  i n  November. 

Sen. Fasbender d i s c u s s e d  t h e  amendments t o  t h e  b i l l  which 
i n d i c a t e d  t h e  D.R. could  apply 1 / 2  of t h e  r eappra i sed  va lue  t o  
s t a t e  t a x  base.  H e  c i t e d  f i g u r e s  which i n d i c a t e d  t h o s e  who were 
p r e s e n t l y  paying a t  30% of a s s e s s e d  v a l u e  would expe r i ence  a  de- 
c l i n e ,  whereas t h o s e  who were paying l e s s  would have a  r a i s e  i n  
t h e i r  t a x e s .  H i s  amendments were con ta ined  i n  Exh. #l. 

M r .  Burr  of  t h e  D.R. f u r t h e r  exp la ined ,  say ing  t h e r e  w e r e  
s e v e r a l  problems,  one t h a t  t h e  r e a p p r a i s a l  program would n o t  go 
on a t  a l l  because of r e s i s t a n c e ,  and two, because of t h e  danger  
t h a t  l o c a l  governments w i l l  n o t  reduce m i l l  l e v i e s  even though 
t a x  bases  would i n c r e a s e .  H e  thought  Sen. Fasbender ' s  amendments 
might s o l v e  t h e  problem. 

The Chairman asked f o r  comments on t h e  b i l l  and M r .  Nelson 
s t a t e d  they  have been s u p p o r t i v e  of  t h i s  b i l l  bu t  d i d  have some 
comments. He s a i d  under t h e  p rv ious  p roposa l s  a  c o n s i d e r a b l e  
amount of revenue would be r a i s e d  and wondered about  t h e  d e s i r e d  
% of i n c r e a s e .  

A d i s c u s s i o n  cont inued  on t h e  t o t a l  revenues t h a t  would be 
r e d l i z e d  a t  1 2 %  of c u r r e n t  app ra i sed  va lue  a s  compared t o  7 . 5 %  
on market  va lues .  M r .  Burr  s t a t e d  t h e  D . R .  i s  n o t  going a l l  t h e  
way t o  market  v a l u e  under t h e  new a p p r a i s a l s ;  they  w i l l  s t i l l  be 
below ' 78 market  p r i c e s .  

Fol lowing,  t h e  committee asked a  number of q u e s t i o n s  of t h e  
w i tnes ses  and it was mentioned t h a t  i t  was d o u b t f u l  i f  m i l l  l e -  
v i e s  would go down, d e s p i t e  i nc reased  v a l u a t i o n ,  a s  much a s  they 
would be  going up. Sen. Norman asked f o r  a s t a t e w i d e  average % 
i n c r e a s e  f i g u r e ,  on t h e  b a s i s  of t h e  f i g u r e s  and formulae t h a t  
had been d i s c u s s e d  p rev ious ly .  I t  was mentioned t h a t  t h e  pe rcen-  
t a g e  of i n c r e a s e  could  be  set  wherever was d e s i r e d ,  5 o r  6%,  per  
y e a r ,  and t h i s  cou ld  be a d j u s t e d  up o r  down. I t  was s t a t e d  t h a t  
c o u n t i e s  could  then  spend more money so t h e r e  should be a n  upper 
l i m i t  s o  t h e y  could n o t  i n c r e a s e  t h e i r  spending because of t h e  
i n c r e a s e d  v a l u a t i o n .  They agreed t h e r e  would be problems i n  sce-  
Lng t h a t  county and c i t y  governments d i d n ' t  abuse t h e  i n c r e a s e  i n  
v a l u a t i o n s .  

Chairman Mathers t hen  c losed  t h e  hea r ing  on HI350 i n  o r d e r  
t h a t  HB70 be heard.  

CONS.IDERATION - OF HOUSE BILL 70 :  R e p .  Fabrega d i s t r i b u t e d  
Exh. # 2 .  and s a i d  t h i s  b i l l  was t h e  r e s u l t  of t h e  I n t e r i m  Commit- .. . 
tee on Taxat ion and s a i d  t hey  had a t tempted t o  g e t  t h e  e f f e c t i v e  
r a t e s  based on t o d a y ' s  market  v a l u e s ,  r a t h e r  than  on o l d  va lues  
adopted s o  many y e a r s  ago. They found it. most d i f f i c u l t  t o  re- 
c l a s s i f y  p r o p e r t i e s  b u t  f e l t  t h i s  b i l l  g e t s  a  s t e p  c l o s e r  from 
market va lue  t o  r e a p p r a i s a l  va lue .  



Chairman Mathers asked for other proponents or opponents and 
Mr. Gannon distributed Exh. # 3 ,  an amendment that specified in- 
clusion of certain equipment of his company to be included in 
that property classification. Mr. McCurdy stated his opposi- 
tion, although it was not on the overall concept of the bill. He 
agreed with'the concept but would like a small amendment dealing 
with the effective date so it would go into effect the same time 
as the reappraisal program. He thought there was some question 
about the tax rates and whether they will return the amount of 
revenue. 

Mr. Picotte said he also had an amendment, Exh. #4, which 
he introduced to the committee. Mr. Sternhage,n spoke next and 
gave his support to the bill. Mr. Nelson also said he supported 
the concept of the bill. Mr. Cadby also introduced an amendment 
to the bill, see Exh. #5. Rep. Fabrega had another amendment to 
propose, see Exh. #6, changing the mill or assessed valuation from 
1 mill to 3. Due to lengthy testimony the Chairman said he would 
close the hearing for the morning and the committee would resume 
discussion of the two bills HB50 and 70 at 12:30 p.m., today. 

DISPOSITION: Sen. Towe Moved SB446, the Committee's bill 
on Pre-Payment Penalties, Do Pass. Sen. Watt seconded the mo- 
tion and the motion carried. 

Following disposition of this bill, the meeting adjourned. 
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WILLIAM MA~!H~RS CHAIRMAN 
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TAX RATES IN FIB70 

Ef f e c t l v e  An~enciecl I I H  7 0  
Proper ty  -- 'I'cix I<a t e Tax Kate ,., . 

Right  of e n t r y  

Annual n e t  proceeds of a l l  mines,  
w i t h  c e r t a i n  excep t ions  100 1. L l  0 

Annual g r o s s  of s t r i p  c o a l  mines 4 5 4 5 

Annual g r o s s  proceeds of under- 
ground c o a l  mines 33 113  3 3  1 1 3  

Moneyed c a p i t a l  & bank s h a r e s  30, 7 3 0 ,  7 

A g r i c u l t u r a l  l and  3 0 3 0  

C e n t r a l l y  a s se s sed  u t i l i t i e s  
A l l  o t h e r  p rope r ty  
Trucks i n  excess  of 24 GVW 

A 1 1  a g r i c u l t u r a l  and o t h e r  t o o l s ,  
implements, and machinery; ga s  
and o t h e r  engines  & b o i l e r s ;  and 
t h r e s h i n g  machines & o u t f i t s  ex- 
c e p t  l a r g e  farm machinery & 
t o o l s  & implen~ents  inc luded  i n  
c l a s s e s  12 and 1 4  

Automobi1.e~ , motor t r u c k s ,  and 
o t h e r  power-driven c a r s  & ve- 
h i c l e s  of a l l  k inds  except  
mobile  homes & l a r g e  t r u c k s  
and p rope r ty  i n  c l a s s  1 0  

L ives tock ,  p o u l t r y ,  and unpro- 
ce s sed  products  of both 

Commercial f u r n i t u r e  & f i x t u r e s  

S k i  l i f t  equipment (pe r sona l  p rop . )  
Mining & Mfg. machinery & s u p p l i e s  
O i l  & G a s  f i e l d  equipment machinery 

and s u p p l i e s  
Camper t r a i l e r  
Truck camper 

. - 

Real e s t a t e  & improvements 

Boats 
Motorcycles  
A i rp l anes  
Large farm machinery 



Lrlcreaiel~tdl increase  i n  tlhc v a l u e  
of r e a l  e s t a t e  produced by re -  
p a i r i n g ,  m a i n t a i n i n g ,  o r  improv- 
ing  e x i s t i n g  improvements 2.4-12 

A l l  p r o p e r t y  of r u r a l  e l e c t r i c a l  
6 t e l e p l ~ o n e  companies 8  

' r o o l s  6 r e p a i r  equipment 8  
Any improvement on r e a l  p r o p e r t y ,  

a  t r a i l e r  a f f i x e d  t o  l a n d ,  o r  a 
mobi le  home & a p p u r t e n a n t  l a n d  
owned by widows, e c c .  6 

A c a p i t a l  i n v e s t m e n t  i n  a b u i l d i n g  
f o r  a n  e n e r g y  c o n s e r v a t i o n  pur- 
pose ,  t o  t h e  e x t e n t  p r o v i d e d  
under 84-7403 6 

B u s i n e s s  i n v e n t o r i e s  4 . 2  
Mobile  machines used  i n  new i n d u s t r y  4 .2  

Unprocessed a g r i c u l t u r a l  p r o d u c t s  3.5 

Thd d w e l l i n g  house  & t h e  l o t  u f  
100% d i s a b l e d  v e t e r a n  2.8 

A l l  p r o p e r t y  used & owned by co- 
o p e r a t i v e  r u r a l  e l e c t r i c a l  & 
c o o p e r a t i v e  r u r a l  t e l e p h o n e  
a s s o c i a t i o n s  2 . 8  

A i r  p o l l u t i o n  c o n t r o l  equipment 2 .8  
New i n d u s t r i a l  equ ipment ,  e x c e p t  

m o b i l e  machinery  2 . 8  
A c a p i t a l  i n v e s t m e n t  i n  a  r e c o g n i z e d  

n o n f o s s i l  form o f  energy  g e n e r a t i o n ,  
t o  t h e  e x t e n t  p r o v i d e d  under  84-7403 2 .8  
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kmcnd l ~ o u s e  31 1 1. 70  , Third H c a d i l l u  copy ,  pa9o 17 , I 1 1 1 ~ :  :j , 

by s t r i k i n g  a l l  of t h e  material f r o m  l i n e  8 t h r o u y h  and  

i n c l u d i n q  l i n e  1 2 ,  b e i n g  s u b p a r a g r a p h  " ( 5 ) "  and  i n s e r t i n ?  

t h e  following: 

"(5) Class f i v e  p r o p e r t y  i s  t a x e d  a t  30  
p e r c e n t  of i t s  value as shown o n  t h e  b o o k s  of  
t h e  bank a n d  n o t  r e p r e s e n t e d  by s u r p l u s ;  seven 
p e r c e n t  o n  t h a t  p o r t i o n  represented by a surplus 
a s  shown o n  the books of t h e  b a n k ;  and  n r o v i d e d  
that on tltat p o r t j o n  of a n y  s u c h  s u r p l u s  w h l c h  
1 s  c v e r  and  above t h e  amount  r e p r e s e n t e d  hy t h e  
stated c a p i t a l  of t h e  h a n k ,  t h e  excess s h a l l  he  
s u b j e c t  t o  t a x  a t  30 p e r c e n t . "  



AMENDMENTS TO HB70 

PROPOSED BY REPRESENTATIVE FABREGA 

1.Arnend page 110, section 60, line 5 

Following: line 4 

Strike:"l mill" 

Insert;"3 millsv 



k e g g  L .  McCurdy 
ir. of  Governmental A f f a i r s  

()USE B I L L  70 
March 2 3 ,  1977 7 

s i r e d  Amendment: 

Page 123 ,  Line 1 8 ,  I n s e r t :  

I Sect ion  71. E f f e c t i v e  Date. This  a c t  i s  e f f e c t i v e  on June 30, 1978 o r  f o r  
t h e  f i s c a l  year  immediately fol lowing completion of  t h e  s t a t ewide  r e a p p r a i s a l  o f  p rope r ty  

nducted under t h e  p rov i s ions  of  Chapter 294,  Laws o f  1975 i f  such r eappra i sa l  i s  no t  
mpleted and ac t ed  upon by t h e  45th .  Leg i s l a tu re  p r i o r  t o  December 31, 1977. 

Reinser t  Sec t ion  71 a s  Sec t ion  72.  

I 




