
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

March 31, 1977 

The fifty-ninth meeting of the committee was held on the 
above date in Room 415 of the Capitol Building, called to order 
by Chairman Mathers. 

ROLL CALL: Roll call found all the members present. 

The following witnesses were present: 

Gregg L. McCurdy 
Ted J. Doney 
James Madison 
Bob Gannon 
Richard Munger 
Don McIntyre 

Mont. Assoc. of Counties 
DNR & C 
Dept. of Rev. 
Montana Power 
DNR & C 

II 

CONSIDERATION OF HB151: Rep. Vincent said the bill was sub- 
mitted at the request of the Depart of Rev. and he introduced Mr. 
Madison to explain the bill in detail. Rep. Vincent said the bill 
g ives  the committee the opportunity to raise some revenue, and 
merely changes the method of computing energy producers' license 
tax. He said under the present law 1.688% of the gross value of 
electrical energy produced in the state is taxed. Under this bill 
all electrical energy produced in Montana will be taxed at the 
rate of $.0002 per KWH at point of production. His statement is 
contained in Exh. #l. 

Mr. Madison made an illustration on the board to show the 
increase in revenue that would be realized from this bill. His 
chart indicated an additional $420,338.71 revenue, or 43% increase 
for the state. He said out of state consumers would be required 
to pay the same tax as our own consumers and the sole reason for 
the increase is to tax electricity shipped out of state. Mr. Mc- 
Intyre said his interest in the bill is one of clarifying the ma- 
jor facility siting act. He introduced Exh. #2 ,  which he said 
would clarify the act. Mr. Gannon said his main concern with the 
bill was to have the tax applied to the net production rather than 
gross production. Mr. Dore was also in support of the amendment 
that was added in the House, allowing credit for consumption. He 
said also that this would be a very easy tax to administer. Mr. 
Madison said there had been a court case with the Washington Water 
Power and the decision stated the State of Montana cannot look to 
the final point of sale to determine the tax base. That would be 
undue interference with interstate commerce. 

There were no opponents to the bill and the committee then 
questioned the witnesses. In response to a question from Sen. 
Goodover, Mr. Madison said Idaho has a similar law and does not 
apply to steam-generating power. Sen. Towe asked about the net 
proceeds tax, rather than the gwss proceeds. Mr. Gannon said 



sdjd pld~it-us6 does not generate any revenue and is used for 
other than financial gain. Mr. Dore said the difference between 
net and gross in this instance would be the internal use. Sen. 
Turnage then asked about taxing the gross and giving a credit for 
the energy used for production. He said he thought a better de- 
finition should be amended into the law. He therefore proposed 
an amendment to insert "except for generating plant use" on page 2, 
line 3, also reinserting "gross" amount and deleting "net" also, 
line 3. 

Sen. Turnage Moved Adoption of Amend #1 to HB151; his mo- 
tion carried unanimously. Sen. Towe then Moved Adoption of Amend 
# 2 ,  to strike lines 16 through 19, page 5; motion unanimous. Sen. 
'l'urriage then Moved to Add a Repealer to the title and in the body 
of the bill, repealing 70-805. Motion carried unanimousl-y. Sen. 
'L'urnage then Moved to strike section 7 of the bill. 

Sen. Turnage then Made a Motion that the committee delegate 
Mr. 'rippy to write a letter to the Finance and Claims Committee 
informing them that the funds that now go into the general fund 
from the otherwise earmarked revenue funds must be appropriated 
to the department of natural resources and conservation. He is 
to specify the figures used in the Fiscal Note of the bill. 

The committee voted unanimously on Sen. Turnage's motion as 
the amend # 4  on attached committee report deletes that portion of 
the bill which states the funds go into 'the earmarked revenue fund.' 
The committee then moved the bill. 

DISPOSITION: Sen. Turnage Moved HB151 As Amended Be Concurred 
In. The motion was carried unanimously. 

CONSIDERATION OF HB156: Mr. Doney said the bill revises the 
renewable resource development loan criteria in order to allow pri- 
vate borrowers to be either owners or operators. The bill also 
provides new lien and repayment criteria for public-sector loans. 
He went through the bill explaining the amendments that had been 
made to the present law. Mr. Munger also contributed to the testi- 
mony. The committee asked questions of the witnesses. 

Following the discussion the committee went over the proposed 
amendments and the amendments were then moved. 

Sen. Towe Moved to Adopt Amends #1 and #2, page 6. His motion 
was cdrried unanimously. 

Following adoption of these amendments the hearing on HB156 
was closed. 

The Chairman then permitted two representatives of the Anaconda 
Co. to present additional testimony in regard to HB198, heard by the 
committee on March 26th. Mr. Sternhagen presented Exh. # 4 ,  and ex- 
plained some of the charts therein. He said Silver Bow County offi- 
cials are satisfied with the same tax they had received over the 
previous 15 years, but their aim through this legislation would be 
to receive the tax on a yearly basis, rather than when the company 



p t y s  t h e  n e t  p r o c e e d s  t a x .  I n  t h i s  way t h e  coun ty  and school  d i s -  
t r i c t s  can  b e t t e r  budge t  f o r  t h e  coming y e a r .  H e  a d m i t t e d  t h e  
L e g i s l a t i o n  would be  advan tageous  t o  b o t h  t h e  coun ty  and t o  t h e  
company, however, h e  s a i d  some y e a r s  t h e  company pays  no ilet pro-- 
c e e d s  t a x  and t h e s e  a r e  t h e  y e a r s  t h e  c o u n t y  and s c h o o l  d i s t r i c t s  
have t h e i r  d i f f i c u l t i e s .  M r .  C r i p p i n  a l s o  appeared  r e p r e s e n t i n g  
t h e  f i r m .  

The committee q u e s t i o n e d  a t  some l e n g t h  i n  r e g a r d  t o  t h e  f i -  
g u r e s  p r e s e n t e d  i n  Exh. # 4 .  They a l s o  asked  i f  t h e  b i l l  was i n  
p r o p e r  form and M r .  Tippy s a i d  it must b e  amended t o  conform w i t h  
HB70. The committee r e i t e r a t e d  t h e i r  p o s i t i o n  t h e y  would l i k e  se- 
v e r a l  of  t h e  terms u s e d  i n  t h e  b i l l  b e t t e r  d e f i n e d  by M r .  Tippy.  
T h i s  c l o s e d  t h e  h e a r i n g  on HB198. 

CONSIDERATION OF HB737: Rep. Huennekins p r e s e n t e d  h i s  b i l l  
and s a i d  t h i s  problem h a s  been a n  i n c r e a s i n g  one  i n  r e c e n t  y e a r s ,  
a s  he  s a i d  t h e k e  a r e  many r e t i r e d  p e o p l e  who f i n d  it more d i f f i -  
c u l t  t o  pay t a x e s  on t h e i r  mobi le  homes o r  t r a i l e r s  used  p a r t l y  
fo r  t h e i r  l i v i n g  q u a r t e r s .  H e  f e l t  t h e s e  p e o p l e  needed some h e l p  
from t h e  s t a t e .  The Chairman reminded Rep. Huennekins t h a t  i f  
SB193 i s  p a s s e d  it would d o  away w i t h  t h e  need f o r  t h i s  b i l l .  The 
committee t h e n  d e c i d e d  t o  h o l d  t h e  b i l l  u n t i l  a c t i o n  had been t a -  
ken on SB193. The h e a r i n g  on HB737 was t h e n  c l o s e d .  

A number o f  amendments had been proposed f o r  SJR44 and S e n .  
Towe went t h r o u g h  them a g a i n ,  f u r t h e r  e x p l a i n i n g  them. Sen.  Towe 
t h e n  Moved t o  Adopt Amends #1, 2 and 3. Motion was c a r r i e d .  Note 
f o r  r e c o r d  a b s e n c e  h e r e  of  Sen.  Turnage.  Sen.  Goodover r e s e r v e d  
h i s  v o t e .  Sen.  Goodover t h e n  Moved t o  add " o r  b u s i n e s s "  t o  t i t l e  
and t o  b e  a l s o  i n c l u d e d  i n  t h e  body o f  t h e  b i l l .  Motion c a r r i e d .  

DISPOSITION: Sen.  Towe t h e n  Moved S J R  4 4  A s  Amended, Do P a s s .  
A r o l l  c a l l  v o t e  was t a k e n  which r e s u l t e d  i n  an  8 - 1  v o t e .  

The mee t ing  was t h e n  a d j o u r n e d .  

, I ,  ) , { 

WILLIAM I&THE(S CHA I RMAN 
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SEN. NORMAN 

SEN. ROSKIE 

SEN. TOWE 
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William L. Mathers 
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' - 1 .  J '. 
4 - 5  c . 4  

HOUSE BILL NO. 151 r?d I-.( 
ELECTRICAL ENERGY // 1.5 1 

House F i l l  No. 1.51 i s  t o  change the  method of taxing e l e c t r i c a l  ~r,er.gy 

proci~icctl i n  YTnntana. Under the  present  law, Sect ion 81,-1601, R.C .V. , 191+7, 

the e l e c t r i c a l  energy i s  taxed a t  1.688% on the  gross  value of the  e l e c t r i c a l  

e11cry:y produccd i n  Montana. 

An aud i t  program was begun i n  October, 1975 on t he  e l e c t r i c a l  companies. 

The companies were assessed on t o t a l  KWH produced i n  hhontana, using an 

Rverage p r ice  per KWH t o  determine t o t a l  gross  value of energy produced i n  

!lantana. 

This was l i t i g a t e d  i n  Lewis & Clark D i s t r i c t  Court and de temined  t h a t  

the method of determining gross  value was in te r fe rence  with i n t e r s t a t e  

comnlcrce and onlv Montana s a l e s  on Ebntana e l e c t r i c a l  production c m l d  be 

taxed. 

Under the  p r o ~ o s e d  b i l l  a l l  e i e c t r i c a l  energy produced i n  Vo;ontana v r l l l  

be taxed a t  the  r a t e  of $.0002 (2/100 of a c e n t )  Der KViH a t  t he  po in t  of 

production. The t ax  would increase  the  revenue 20 the  S t a t e  of allontsna 

but would reduce the  lhontana res iden t s  share  of t he  t ax .  See a t t ache+  

schedules. 

A c a l l  was made t o  a l l  the  major e l e c t r i c a l  energy producers i n  

Jhontana and i n  al.1 cases t he  t ax  would be l e s s  on a li100 KWH of' resTdentia1 

useage a t  the  proposed t ax  r a t e  versus t he  r a t e  now i n  exis tence .  

The attempt of the  new b i l l  is  t o  ob ta in  t he  same amount of revenue 

as t he  Department of Revenue in te rpre ted  under t he  present  1-aw. 
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SENATE 

March 31 ,  1977 

SENATE COblMITTEE ON TAXATION AMENDMENTS TO HOUSE B I L L  1.98 

That  House B i l l  1 9 8 ,  T h i r d  Reading,  be amended as f o l l o w s :  

1. Amend page 1 8 ,  s e c t i o n  7 ,  l i n e  23. 
Fo l lowing :  " p e r i o d . "  
S t r i k e :  " I f  t h e  e x t r a c t e d  o r e s  a r e  m i l l e d ,  s m e l t e d ,  
o r  r educed  w i t h i n  t h e  s t a t e  o f  Montana, t h e  m e t a l s  
a r e  c o n s i d e r e d  s a l a b l e  a f t e r  t h i s  p r o c e s s i n g . "  
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STANDING COMMITTEE REPORT 

March 33 77 .................................................................... I9 ......... 

I MH. '..: \ J  ~ ~ ~ I ~ & ~ J ~  ................................................... . . . .  

I .................................................................................. .............................................. TAXATIOEl We, your committee on ,......,.... 

I ........... . . ..................................... SENATE JOINT BgBOILUTZON hav~ng had under consideration ... ,.,... . , .  ......................... Bil l  No. .!.! 

SENATE JOINT RESOLUTIOH ................... ............................................................................................................ 4 4 ,  f3espectfully report as follows: That Rill NO I illtroducod b i l l ,  Lc asendQd a. folio*.: 

I 
L. Piu~sad tile title, l i n e  8. I .  
p'ollowing: "PEASIBILI!LV OF* 
Strike: "AN AGRICULTURAL LABtlD BAMKm 
Inwrt: such fuadra, through loam or othrrrwlse, to help  
r~dople  get; a start in agrlculturcs ar burfaersa I 
: A,h~end page I, lines 18 through 94, 

I :'of lowing: line 17 
strike: m W U ~ ~ ,  the pr '~v$no~  of S u M t c h e w a n  deal8 with t h i s  problem w i t h  
a :Jroljram wlmreby the grovinco parchamor aqriculeural land a d  leases it for  

I 
lifeti- periods w i t h  an opttan to buy fn opthmlly ebaed units for a f m u i l i  
oi :e~at ion  ta q u a l i f i e d  c i t i z e u  desiring to angaga Ln far~nlng or ranchin5 b u t  
* ~ n a l ~ l - a  to raise the initial aapltal required; anda 

I . ?mend page 2 ,  liue,, 17. . c I n  
Following: line 16 
L C  "establf  shing an agricultural land bank i n  Montana, on the . :in3katckewan model orn 

L r;ru- Insurtr "making fund8 availabler through bank loans or okfierwj~3e 
or througha 

I . , .................................................................................................. 
5.1 A T E  PUB. C O .  

Chairman. 

I 
Helena, Mont. 



4 .  Aitrct~r.1 j u g e  2, line 19. 
Fol. lowing : "ayricultura* 
S t r i k e :  ", and" 

. mend page 2,  l i n e  20. 
PoTiowing; Ygovarnmentra 
Insorti "and that will auablm otbex young paople to gat a start i n  
~ J ( f 6 1 1 1 b ~ ~ "  



STANDING COMMITTEE REPORT 

March 31 7 i ................................................................. 1 $4 .......... 

I 
. J ~ L ; ' . ' ~ ~ I '  J'ii 

MR. .. .!.!.:...?!... ..?t .................................... 

I .-_,_ 

i ' , 
k ..................................................................................................................... We, your committee on .......................... ;..A 

I hd~lrlg /lad under consideration ..................................................................................................... .?i?"?.! Bill NO. ............ 151 

I IiOUSE 151, 
Respectfully report as follows: That ............................................................................................................ Bill No ................... 

third reauinq bill, be mended as follotr8; 
1 .  h e r i d  tile t i t le ,  line 11. 

I I ~ S J T ~ :  uiiZ3XG~n 
Pollowing : ' 04-1606" 
Inoert; "aud 70-805" 

1 2 .  Alr .cnc i  page 2,  s e c t i o n  i, line 4 -  
Followinqr "showing the' - 

I 
S t r i k e :  nllETn -- 
Ili6ert: ":3ross" 
.Following: "amountM 
Insort: "except far actual and necmsm plurt am t.quirsd to p r d u c e  1 tile energy" 

!;I A 1  E PUB. CO. 
t-lelena, Mont. 

.................................................................................................... 
Chairman. 

1 



P<%tjd I 

UDUSG UILE 151 

March 31, 1.977 

TAXATION COMMITTEE 

c:. E + i i i d ~ ~ ; f  gage 5 ,  etoc~ion 7 ,  liners 15 through 24, 
~ O ~ ~ O L J ~ A A L ~  i I ~ I A U  14 
s t r i k e ;  aaction 7 in ita ent ire ty  
rranuibdr ; f ol lowiny eaation 

5 .  Allland paacja 5,  sactian 8, l i n e  25.  
r 'a l lowir ly  : " IlepaaPer. '* 
L t r i L a :  "Sact ion" 
I A A ~ G K ~  : "Gectione" 
~ o l l o w i n y :  "04-1606'' 
L~lsort.  " aild 70-i30.j" 
~ ' 0 1  ~ O W ~ L A ~  : " 19 4 7 , " 
s t x i k d *  l i e U  

i r ~ a ~ r t :  "are" 

A,JiJ A:, 50 ~mfiidl)dL, ----- .. . -. . . - - ... .-- - 



Sendtor  C. H. Thiesaen 
Cnairirian, Coirunittee on Finance and Claf ms 
Moll t a m  Senate 

'I'i~e ' ~ d : i r i ~ i c ) i ~  C o r m i t t e e  has voted to amend l-louse B i l l  
121, L l ~ e  e l c ~ t r i c a l  cudryy producers' tax bill, t o  s t r i k e  
t h e  L ~ ~ ~ ~ i ~ i o ; l  . i l luca t i ; lg  15% of the revenues to an cnerrJy 
,dla:~~illllj/-.ii t i l l  ca~:m;lrl:cil account i n  t h e  genera l  fund. 
'1'111-5 1ted.1; Li ld c ~ : , , , r 3 L ~ r i d t i ~ n  to the Ucp i i r t rnen t  of ; I i*t~rral  
K ~ Y ~ U L C ~ J  -.I,: ~ o l z : ; ~ ~ r v ~ t t i o n  from t h i s  earr:~arlit~I rttvc-nue 
accuullt.. .JUI.L~.,: LC? voicltt.1, t l m t  gcrleral fund r c c e i - ~ t s  woul(1 
L L I C L ~  rse d ~ ( ~ 1 ~ 1 1 ~ l e n ~ u ~ ~ i t r 3  ~ C C O U I I ~ ,  ant1 that t;le a, ) p ro i~ r  lation 
to t.le d,dL. , t r  clacilt f o r  k l l i s  program sliould tlldre fort? LC? t l rdwn 
i r u ~ , ~   ill^ c jc : l~~x;11 E u i ~ d .  'l'rie Taxation C'01ru.1itStec ha'; .iqrec:d 
to i ~ b j d d d  L l t i )dr  c ~ i ~ r , i ~ t c e  t o  araend the a p p r o i ? r i a t l o ~ i s  b i l l .  
accurJi~~tj 1 jl . 

1; *ids i~deki t h e  f ,ol icy of the Ta;:ation C o ~ m l i t t c z  this 
ac,sloli to  dvoid a l l ocd t inc j  any now t a x  rcvaauas to earn~arkecl 
dccoilnta wlwrever feasible, ip orJos t o  improve t h e  budge t ing  
j i l i  ak ip ro$ r i a t i ons  ~rocess . 

Sincerely, 

W i l l i a n l  L. Mathers 
Senate Taxat ion C o r . ~ c l i t t e e  

cc: Representative Francis Bardanouve 
John L a P a f e r  
T e d  Doney 
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