
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

April 7, 1977 

The sixty-fourth meeting of the committee was called to 
order on the above date in Room 415 of the Capitol Building by 
Chairman Mathers. 

ROLL CALL: Roll call revealed Sens, Manning and Healy ab- -- 
sent , excused. 

The following witnesses were present: 

Fern Flanagan 
Arthur L. Roe 
Everett Woodger 
Marian L. Duncan 
Margaret H. Smith 
Thomas Smith 
Steve Turkiewicz 
Robert W. Corcoran 
John M. Clark 
Manse Hutchinson 
Dennis Burr 
Ray Dore 
W. Keith Anderson 
Clark Pyfer 
Norman Loun 
Bill Hanson 
Mons Teigen 
Tom Winsor 
Glen Drake 
Don Bower 

Self 
NARFE & Self 

11 

11 

I1 

11 

Mont. Assoc. of Counties 
Dept. of Rev. 

I1 

11 

I1 

I1 

MonTax & Self 
Self & CPA's 
Self 
UP I 
Mont. Woolgrowers & Stockgrowers 
Mont. C of C 
League Cities & Towns 
Bozeman 

CONSIDERATION OF HB3: Rep. Dussault, Dist. 95, said the bill 
is a tax measure that has been introduced in past sessions by Sen. 1 
Watt. The bill has some changes in it, made in the House, and is 
based on a premise that taxes on housing is essentially not fair 
and is regressive. This bill, she continued,removes all taxes on 
taxable property, replaces exactly the revenues lost by a percen- 
tage tax on adjusted gross income. She said this is one of the 
changes in the bill made by the House. She stated further that 

1 
the bill first had a definition of total personal income which 
would include social security retirement, pensions, welfare, ali- 
mony, etc., but House amendments made it instead adjusted gross ,I 
income. Although the bill is complex, she felt the intent of it 
was simple and administration of it will work; the bill will do 

r 
what it says it will do. The property tax will be replaced by 
the adjusted gross income of approximately 2.4% statewide aver- 
age tax. Anyone who votes whether 18 or 65 and votes to add taxes 
at the local level will share in the responsibilities of paying 
those taxes, she continued. Persons existing on fixed incomes, 
those with lost income through job layoffs, etc., will not have 
to move out of their homes as this bill will take off property tax, 



and replace it with the adjusted gross income tax. 

Mr. Larson, an economist, spoke also as a proponent of the 
bill and said although it is very innovative he thought it would 
eliminate much of the continual tinkering with property tax. He 
said he felt the property tax is rapidly becoming an anachronism 
and said his primary interest in the bill is because he felt pro- 
perty tax is becoming less and less effective, because as the tax 
base narrows with acts such as MELDA, variances with tax base will 
be with us for a long time. He said he felt the bill will make the 
tax base much more equitable. Sen. Rasmussen next spoke and said 
in campaigning he felt property tax was the single greatest con- 
cern with people and sympathized with the problems they had in try- 
ing to hang onto their homes as their income decreased. He said 
he felt the equitable method is to tax someone according to their 
ability to pay, and feels the income tax relates directly to an 
individual's ability to pay. 

Rep. Fabrega, Dist. 44, also spoke on the bill and said when 
the bill was presented to the Taxation Committee in the House he 
was opposed to it but he said those areas to which he objected had 
been cleaned up, citing certain incomes that had been previously 
declared as non-taxable. He said property taxes at present are 
high and in a way they remove the incentive to expand, remodel, 
etc. The bill goes the first year into a 50% phase-in, so the $30 
million must be replaced. By that time, he said, there would be 
money available to compensate to the local governments for their 
lost property tax revenues. He said he believed the bill merits 
some consideration and should have a trial run. 

Sen. Watt also spoke and said he hereby stated his objections 
to any testimony from anyone present from the executive branch of 
the government. He continued, saying there are people who are lob- 
byists and they have a right to testify, however, it has been es- 
tablished that there are other who are not. This was established 
by the Governor when he took the finance committee and the others 
to court, he continued. The court decision was made and the law 
is established of the separation of powers. Therefore, he further 
stated, if anyone from the executive branch of the government is 
here to represent the opinions of the Governor, I will take it to 
court, he said, and it will be known in advance that this is a vio- 
lation of the separation of powers. I will have an attorney if we 
yo to court, he stated. He said too that such representatives are 
in violation of another law, that is they are not registered lob- 
byists. He said it has always been the practice of this committee 
to invite people to testify. He said some of the things that have 
happened to HB3 are strictly against the law and so it is up to 
these people, the representatives of the government, if they wish 
to testify. He said he had no testimony himself, but merely sta- 
ted the aforementioned to make clear his position. 

The Chairman then asked Sen. Watt if he had objection to rep- 
resentatives of the Department of Revenue being present. Sen. Watt 
replied he had no objections if they provided the committee with 
the facts, if questions are directed at these representatives. 



Sen. Koskie said he wondered if the committee was going to 
apply this concept of rules that have been violated in this ses- 
sion in both houses and if there is need to question someone from 
the executive if they would be able to do so. Sen. Turnage poin- 
ted out that it appeared agency people were acceptable when they 
are 'on our side' on some legislation, but that they were in the 
wrong when they were not in favor of the bill. He stated further 
that in regard to the separation of powers, there is a provision 
in the constitution which provides a check and balance and that 
there is every reason to have the executive 'to check on us as we 
check on them.' He concluded saying if we believe in the separa- 
tion of powers then we have to have the Department (representa- 
tives) here. 

Chairman Mathers then stated he would rule that we will hear 
all the opposition to the bill with the exception of the Depart- 
ment.. When the hearing is concluded the committee can question 
the Department of representatives and they may present their state- 
ments. We will conduct the committee meeting in the same way we 
always have, he continued, and said the representatives can then 
respond to any of our questions. 

Following the Chairman's ruling he asked for other proponents 
of the bill and then heard the opponents. Mr. Anderson was first 
to present his testimony. He distributed several exhibits to sup- 
port his testimony, see Exh. #1, containing levies for the various 
counties of the state, broken down into county, high school, gen- 
eral, vo-tech, city levies. His testimony is contained in Exh. #2, 
and a letter from Aby of Dain, Qualman and Quail is in Exh. #3. 

Mrs. Flanagan then spoke as an opponent and presented her tes- 
timony to the committee, see Exh. #4, attached. Mr. Roe spoke also 
as an opponent and his statement is contained in Exh. #21 also at- 
tached. Mr. Woodgerd presented a formal statement stating his rea- 
sons for opposing the bill, statements contained in Exh. #22. Mr. 
Pyfer appeared next in opposition and said the bill appeared to re- 
semble more an 'accountant's relief act' as he felt the bill has 
many complications and accountants would benefit since they would 
be needed to help people keep their finances straight under this 
legislation. He said some are concerned about property tax but he 
felt this bill would simply add an additional burden to implement 
it the first year and he thought keeping the records and making the 
reports would be a monumentous job. Mr. Teigen presented testimony 
and said there might be times when there would be a significant 
dmount of income for one year in agriculture in particular, but 
that this is unpredictable . The businesses carry a substantial 
burden in the tax field so revenues from agriculture would be dif- 
ficult to estimate. He distributed Exh. # 5  showing the form that 
is submitted by farmers and ranchers to further illustrate the 
complicated methods that must be gone through, further supporting 
the claim of other opponents of the complicated nature of the bill. 
Also he mentioned the difficulty of assessing farm and ranch homes 
in isolated, ruralareas, as compared to similar homes in some of 
Montana's cities. 



Mr. Winsor said he had found a surprise in the bill, a tax 
Irlcelltive for non-resident landlors to help them increase the ca- 
pacity of the housing market. He said he believed this is an un- 
fair use of incentive and he felt this particular replacement of 
propcrt:y tax does not allow a deduction on Montana income tax and 
he believed this was in error. 

Mr. Drake then spoke and said the League opposes the bill 
a ~ i d  dre opposed to any bill that will add to the cost of govern- 
ment and not deliver anything further to the citizenry a $ for $ 
service. The Fiscal Note shows how much the cost of administering 
would be but does not address itself to the implementation of the 
act and it could be much greater. He said he believed there would 
also be problems with investments, if the state has a lien on your 
real property, eventually they might be able to collect but this 
5ill would not allow for any such lien to be imposed, thus enforce- 
n i c l i t  problems are increased. He said the qiscal Note indicates no 
:mpact on local government and he said this is not correct. He 
continued saying there would be increased duties for the county 
officials and additional costs will have to be borne by the local 
yovernments. Mr. Bower spoke next and presented a statement, Exh. 
# 2 3 ,  and said he is opposed to the bill. 

Following this last opponent, Rep. Dussault made a closing 
statement, asking the committee to make careful consideration of 
each of the points the opposition had made. She said Sen. Watt 
could answer the majority of those points. In rebuttal she re- 
plied to Mr. Anderson who said there were approximately 4 major 
problems with the bill but she felt the 4th problem focused mainly 
on the administration. She said because of the need to have a 
listing of persons paying taxes, with the amendment now changing 
the i-ncome to adjusted gross, it is necessary to have a listing of 
taxable property and the Department of Revenue is in the process 
of doing just that so 70 to 80% of habitable property is on the 
hooks and the rest will be rentable property. She said her pri- 
mary concern with the opposition comes from the people who should 
be benefiting the most from the bill, people on retired and fixed 
incomes. She said she thought the amendments should take care of 
most of their objections through the adjusted gross amendment. She 
said the problems mentioned for rentals had been discussed with 
economists who said they simply will not happen, as they said the 
market will take care of that problem. She then distributed addi- 
tional testimony: explanation of mill equivalent, #6; statement 
showing state annual property taxes, habitable property taxes, 
gross income statewide, etc., Exh. #7; a letter from the Fiscal 
Analyst regarding HB3, #8; letter from Sen. Murphy, #9; cover let- 
ter from Mr. Kellogg of City of Missoula and copy of letter to Gov. 
Judge regarding changing from property tax to income taxation, #lo; 
letter from citizen regarding inequities he believes exist in pre- 
sent tax system, appraisals, etc., #11; letter from Missoula County 
Assessor regarding burden of property tax, #12; letter from private 
citizen also regarding difficulty in getting urban renewal, diffi- 
culty in meeting taxes, #13. 



Sen. l'urndge then made a statement for the record saying in 
the interest of the first amendment of the U.S. Constitution and 
open legislative meetings and to strike a blow against intimida- 
tion, he wanted it known that he did personally invite Mr. Dore 
and other personnel of the Department of Revenue to be present at 
the meeting and to participate. He continued, saying he asked Mr. 
Dore to explain the bill in detail, and furnish written statements. 
His list and request are in writing, see Exh. #14. 

Sen. Watt stated his objections to this and said he believed 
it was a countering of the law and separation. He said he had 
no objection to the presentation by Mr. Dore and would suggest 
to Sen. Turnage that he did not believe he had asked these rep- 
resentatives to appear here, that they were here on their own ac- 
cord, directly or indirectly. He said he believed this was out 
of order as he had been 'badgered' by the Governor and those rep- 
resenting him. 

Chairman Mathers then stated he had also asked the represen- 
tatives of the D. of R. to be present and Sen. Turnage said over 
d month previous he had talked to Director Groff asking him to 
come over and give testimony on this bill. Chairman Mathers said 
he could testify to that also. Sen. Goodover said he wished to 
reaffirm that they must hear everything there is to hear about 
the bill in order to make a judgement on the bill and agreed the 
represenkatives were needed at such hearings. The Chairman then 
permitted Mr. Dore to make his statement on the invitation of the 
Chairman. 

Mr. Dore then read from his prepared statement which is Exh. 
# S f  attached. 

Sen. Brown asked since this bill passed the House is there 
also a possibility that it could pass the Senate and he asked if 
so, would the Governor veto it. Mr. Dore replied he had no idea 
and had prepared his statement on the bill itself with no suppo- 
sitions as to its future. 

At this point Chairman Mathers recognized Rep. Dussault who 
wished to comment on the question raised by Sen. Brown. She said 
the Governor is on record both privately and publicly saying he 
will veto HB3 of it reaches his desk. She continued, saying the 
Governor feels there is some conflict between this bill and others. 

At the conclusion of her statement, Chairman Mathers stated 
there will be no other references to the Governor's opinion of the 
bill, as 'he is not sitting on this committee.' 

Sen. Turnage then said he would like to hear about the legal 
problems with the bill and Mr. Corcoran of the D. of R. was invi- 
ted by the Chairman to present his testimony and he had prepared 
testimony which he presented to the committee, see Exh. #16. Mr. 
Corcoran said the legal issues are many, referring in particular 
to areas of deduction for income tax that might require rulings. 
He sated his concern with some of the definitions such as "habi- 
table property" and "somewhat larger" as examples. He also men- 
tioned the concern they had with the reciprocity area, mentioning 



in particular the treaty with Canada and the difficulties that 
would he encountered with them, as well as with other states, 
saying it would perhaps be necessary to renegotiate with them on 
tax credits. He further anticipated problems with in-state and 
out of state residents, with those who establish residences and 
move after the January 1st date. His prepared testimony illustra- 
ted 24 new statutes signed by the Governor which could conflict 
with this bill. 

Mr. Clark was asked to present his financial charts and he 
distributed reduced copies of the larger charts which he explained 
to the committee. His testimony is contained in Exh. #17 and #18, 
attached. He said there would be deficit financing and counties 
would again have to borrow money as their revenues would not be 
forthcoming from the state in time to meet their budgets. Their 
revenues are paid back to them by the state following the two tax 
assessment periods following November and May tax billings. He 
said his calculations showed the percentage would be about 2.9% 
rather than 2%. He said that smaller agricultural communities 
would have more difficulty as their income is less stable. 

'The Chairman then called on Mr. Burr who had also been invi- 
ted to speak on the bill. He had testimony contained in Exh. #20, 
attached, concerning the administrative problems of the bill, and 
addressed himself to these. He went rhrough the points referred 
to in Exh. #20 and touched on each of them briefly. 

Following his testimony a number of questions were posed by 
the committee. Sen. Roskie asked about the question of 'habitable 
property' and the possibility of trading commercial property and 
investing in residential, thus he could then realize a consider- 
able profit in savings on property tax. 

Mr. Clark was again questioned about the rate of withholding 
and if it would not be sufficient o meet local governments' anti- 
cipated expenses for the first 6 months of the taxable year. He 
countered, saying the 1% withholding is not enough. 

CONSIDERATION OF HB141: Rep. Huennekins said this bill was 
at the request of the D. or R. and with the committee's permission 
he would let them explain it more thoroughly. He said the bill 
cleared up a number of problems and also limits the homestead tax 
relief to 1978-79 only and provides what the state share of tax 
liability is to be. He said the amount of money local governments 
are not able to collect will vary with the appropriation. House 
amendments changed this by changing the total tax share liability. 

Mr. Burr said the main aim of the bill is to require an ap- 
pl.i.cation be filed to qualify for the relief. He said the bill 
is now structured so counties will not sustain a loss and mentioned 
also there should be another amendment to change the effective date. 

I 
Following a brief discussion on the bill, the amendments were 

accepted. 



Sen. Turnage Moved Adoption of the Amendments to HB1.41. 
His motion was carried unanimously. 

D I S P O S I T I O N :  Sen. Watt then Moved HB141 As Amended, Be --- 
Concurred In. The motion carried unanimously. Note for the 
record the absence of Sens. Healy and ~anning. 

There followed some additional discussion as to whether this 
bill would conflict with HB3 should it pass. 

The Chairman then called for adjournment of the meeting. 

<y?;?(, &;. ,-- 
WILLIAM lllATHERS CIlA I RMAN 
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TREASURE COUNTY - 1976-77 

( A l l  l e v i e s  a r e  g iven  i n  m i l l s )  
Taxable V a l u a t i o n  - $3,737,342 

1975-76 Taxable  V a l u a t i o n  - $3,504,897 

COUNTY FUNDS 
General 
Road 
B r i d g e  
Ex tens ion  Agent 
Fa i r 
Pii r p o r t  
Ambulance 

Sub-Total  ( L a s t  y e a r  51.82) 

1 H igh  School General 15.00 
S t a t e  Permiss ive  .60 
T r a n s p o r t a t i o n  1.24 1 Re t i rement  3.31 
Sub-Total 20.15 

I General School 
S t a t e  Permiss ive  
R e t i  rement ) Sub-Total  

GRAND TOTAL 

I 

6.00 TOWN OF HYSHAM 
Taxabl e  V a l u a t i o n  - $429,509 

A l l  Purpose Levy 65.00 
27 .OO Bond I n t e r e s t  & S i n k i n g  14.00 
15 .OO* TOTAL 79.00 

7.66 ( L a s t  y e a r  81.20) 
1.39 

.24 

.ll 
1 .oo 

46.40 

HIGH SCHOOL DISTRICT LEVIES 

I D i s t .  Name General Adul t Transp. Bond I n t .  T o t a l  
o r  Number Fund Insurance Educ. Fund & S ink .  M i l l s  

I Hysham 

11.12 1.88 5.35 18.35 

SCHOOL DISTRICT LEVIES 

[ D i s t .  D i s t .  H. S.  Bond I n t .  T o t a l  
-- No. General Transp. T u i t i o n  Insurance Spec ia l  & S ink .  M i l l s  

13.25 4.30 .13 18.35 36.03 

lSPECIAL DISTRICTS 
Soi  1  Conserva t ion  
Hysham Cemetery 
Rancher Cemetery 

b Not  l e v i e d  a g a i n s t  t a x a b l e  v a l u a t i o n  o f  m u n i c i p a l i t i e s .  



AHT STUBKJALH 
*. 4 

.A".. 

S. K e i t h  Anderson 
Montana Taxpayers Assoc ia t ion  
Re: House B i l l  3 

I n  rev iewing t a x a t i o n  measures c e r t a i n  c r i t e r i o n  should be s a t i s f i e d  i n c l u d i n g :  

1. I s  t he  t a x  r e l a t i v e l y  f a i r ?  Does i t  unduly pena l ize  c e r t a i n  groups of 
people? 

2. I s  i t  a  s t a b l e  source o f  revenue? 
3. W i l l  i t  r a i s e  s u f f i c i e n t  revenue a t  moderate ra tes  t o  j u s t i f y  i t s  enact- 

men t ?  
4. I s  i t  easy and economical t o  admin is te r?  

For t h e  purposes o f  t h i s  hearing, I w i l l  address number 4-- the problems o f  
admin i s t ra t i on .  The f i s c a l  note i n d i c a t e s  t h a t  t h i s  b i l l  would be unusua l ly  
c o s t l y  t o  admin is te r .  An ana lys i s  o f  House B i l l  3 exp la ins  the  unusual h igh  
cos t  o f  a d m i n i s t r a t i o n  i f  enacted. 

I. A. The Department o f  Revenue w i  11 have t o  determine the  n l i  11 1  evy 
equ iva len t  f o r  each m i l l  l e v y  extended i n  any t a x i n g  j u r i s d i c t i o n  i n  
Montana. 

B. The Department o f  Revenue w i l l  have t o  determine a l i s t i n g  o f  a l l  
the  "hab i tab le  p rope r t y "  i n  Montana. 

C. The Department o f  Revenue w i l l  have t o  p i n p o i n t  the  l o c a t i o n  of 
every i n d i v i d u a l  i n  Montana (approximately 400,000) who rriakes i n  excess 
o f  $600 a year .  ( I n  excess o f  $600 per  year,  means the amount def ined--  
on 1  ines 11 & 12 o f  page 5 o f  t he  b i l l  and 1  ines 24 & 25 of  page 8. ) 

This  means: 
1. Every person i n  the  s t a t e  who makes i n  excess o f  $600 a  year  
f o r  t he  purpose o f  determin ing a  m i l l  equ iva len t  f o r  s t a t e  m i l l  
l e v i e s .  

2 .  Every person i n  each o f  t he  56 count ies who makes i n  excess o f  
$600 a  year  f o r  t he  purpose o f  determin ing the  m i l  1 equ iva len t  f o r  
county government. 

3. Every person i n  each o f  the  126 incorpora ted  c i t i e s  and towns 
who makes i n  excess o f  $600 a  year  f o r  t he  purpose o f  de termin ing  
the  m i l l  equ i va len t  f o r  c i t y  and town government. 

4. Every person i n  each o f  t he  333 spec ia l  d i s t r i c t s  who makes 
i n  excess o f  $600 a  year  f o r  t he  purpose o f  suppor t ing  such d i s -  
t r i c t s  as cemetery, h o s p i t a l  , planning,  f i r e ,  so i  1  conserva t ion  
and the  l i k e .  



a. Special  d i s t r i c t s  do no t  necessar i l y  f o l l o w  school d i s -  
t r i c t  boundaries. 
b. Special  d i s t r i c t s  can encompass p a r t s  of several school 
d i s t r i c t s .  
c .  Special  d i s t r i c t s  can over lap  o the r ,  o r  p a r t s  o f  o ther ,  
spec ia l  d i s t r i c t s .  

5. Every person i n  each o f  the  166 h igh  school d i s t r i c t s  w i t h i n  
the  56 count ies  who makes i n  excess o f  $600 a year .  

6. Every person w i t h i n  the  413 elementary opera t ing  and 34 non- 
opera t ing  d i s t r i c t s  t h a t  a re  w i t h i n  the  166 h i y h  school d i s t r i c t s  
who make i n  excess o f  $600. 

Every person t h a t  makes i n  excess o f  $600 a year  w i t h i n  the  
j o i n t  elementary and 13 j o i n t  h igh  school d i s t r i c t s .  

a. J o i n t  d i s t r i c t s  a re  school d i s t r i c t s  t h a t  operate across 
county l i n e s  -- d i s t r i c t s  i n  two o r  more count ies.  
b. An example: Yellowstone J o i n t  D i s t r i c t  215 I M ~ J I I I J ( ~ / /  L 1 1 ~ 7 y  

8. Every person t h a t  makes $600 a year  w i t h i n  the  bonding area 
o f  a school d i s t r i c t  t h a t  has annexed o the r  school d i s t r i c t s  t h a t  
have bonds. 

a. Each school d i s t r i c t  annexed t o  a home d i s t r i c t  r e t a i n s  
t h e  separate funding o f  t he  bond issue.  
b. A s i n g l e  school d i s t r i c t ,  there fore ,  can have one o r  more 
bond issues t h a t  must be p a i d  o f f  by the p rope r t y  ( i n  t h i s  
case the  income t a x  payer) i n  t h a t  bond area. 
c. Example: 

G a l l a t i n  #7-Bozeman 
7- 11-6 1 
7-44-77 

Missoula #1(1959 & 1960 i ssue )  2.27 m i l l s  Th is  i s  
1A (1958 & 1961 issue)  1.88 m i l l s  a s i n g l e  3 d i s t r i c t  



d. These s i t u a t i o n s  e x i s t  t h roughou ta the  s ta te .  Each person 
t h a t  makes i n  excess o f  $600 a year  would have t o  be i s o l a t e d  
w i t h i n  the  bonding area o f  t he  o r i g i n a l  bond issue.  And each 
person would have t o  be i s o l a t e d  with'in the  area o f  each d i  s- 
t r i c t  t h a t  has been annexed t o  t h e  home d i s t r i c t .  
e. I t  i s  obvious t h a t  Montana has a mobi le popu la t i on  w i t h  
i n  and o u t  o f  s t a t e  migratqon as w e l l  as i n  and o u t  o f  county 
m ig ra t i on  and i n  and out  o f  school d i s t r i c t  m ig ra t i on .  

D. For t he  purpose of  House B i l l  3, t h e  Department o f  Revenue would 
have t o  f e r r e t  ou t :  

1. Each perSon t h a t  moved i n  o r  o u t  of $ t a t e  each year .  

2. Each person t h a t  moved from one county and school d i s t r i c t  
t o  another each year.  

11. A. Determinat ion o f  m i l l  equ i va len t  f o r  income t a x a t i o n  purposes. 
Determinat ion of m i l 1  l e v y  fo r  p roper ty .  

The Department o f  Revenue would have t o  determine: 
1. The t o t a l  taxab le  va lua t i on  i n  each o f  t he  1,128 ( f o r  1976-77) 
t a x i n g  j u r i s d i c t i o n s  f o r  count ies,  c i t i e s ,  school d i s t r i c t s  and 
spec ia l  d i s t r i c t s .  (The number of t a x i n g  j u r i s d i c t i o n s  vary from 
yea r  t o  year . )  

2. The Department o f  Revenue would have t o  determine t h e  gross income 
p inpo in ted  w i t h i n  each of t he  1,128 t a x i n g  j u r i s d i c t i o n s  a long w i t h  
the  i n d i v i d u a l s  generat ing t h a t  income. 

3 .  The Department o f  Revenue would have t o  have d e t a i l e d  budget 
in fo rmat ion  f o r  each o f  1,128 budgets t o  be adopted. Such as: 

a. Proposed budget 
b. Cash balances a v a i l a b l e  f o r  t he  new t a x  year .  
c .  Non-property t a x  sources, o f  revepue such as 1 icense fees, 
payments i n  1 i e u  o f  taxes, refunds, and t h e  l i k e .  

4. A f t e r  t he  budget i s  f i n a l i z e d  the  Department o f  Revenue would 
have t o  determine what p a r t  o f  each o f  the  i n d i v i d u a l  budgets has 
t o  be funded through p rope r t y  taxes and what p a r t  funded through a 
" m i l l  equ i va len t "  aga jns t  income i n  the  p a r t i c u l a r  t a x i n g  j u r i s -  
d i c t i o n .  

5. Each t a x i n g  j u r i s d i c t i o n  has 1 o r  more l e v i e s  app l i ed  t o  fund 
funct ions of government. 

a. Counties - as many as 29 l e v i e s  (Missoula County) 
b. C i t i e s  - as many as 12 l e v i e s  (Pop lar )  
c. High school d i s t r i c t s  - as 'many as 8 p l u s  m u l t i p l e  bonds 
d. Elementary d i s t r i c t s  - as many as 9 p lus  m u l t i p l e  bonds 
e. County wide l e v i e s  - as many as 10 

The Department would have t o  determine the  m i l l  equ i va len t  
and the  p rope r t y  t a x  f o r  each o f  t he  budgets w i t h i n  the  i n d i v i d -  
ual  t a x i n g  j u r i s d i c t i o n .  

6. For f i s c a l  1976-77, i t  was necessary f o r  4,421 separate m i l  1 
l e v i e s  t o  be determined, If H.B. 3 was appl l e d  t o  1976-77, t he  



Department o f  Revenue would have t o  determine 4,421 m i l l  equ i va len t s  
a g a i n s t  income f o r  t h e  Support  o f  l o c a l  governments and t h e  pub1 i c  
school s  . 

The Department o f  Revenue would have t o  c g l c u l a t e  and/or v e r i f y  
4,421 m i l l  l e v i e s  a g a i n s t  p r o p e r t y  o r  a t o t a l  of 8,042 l e v i e s  b e f o r e  
t h e  second Monday i n  August when l o c a l  budgets a r e  f i n a l i z e d  and 
m i l l  l e v i e s  s e t  by county  o f f i c i a l s ,  

B .  Th i s  i n  e f f e c t ,  would o e c e s s i t a t e  t h e  es tab l i shment  o f  a  c e n t r a l  
cour thouse a t  t h e  s t a t e  c a p i t o l  t o  house a l l  t h e  records  hav ing  t o  do 
w i t h  budget ing  and assessments f r om the 56 courthouses so t h a t  t h e  
Department o f  Revenue would have t h e  i n f o r m a t i o n  t o  a d m i n i s t e r  House 
B i l l  3. 

C .  A d d i t i o n a l  o b j e c t i o n s  t o  House B i l l  3, 

1. Spec ia l  l e v i e s  vo ted  by many school d i s t r i c t s  y e a r l y  a r e  voted 
a g a i n s t  p rope r t y .  There i s  no p r o v i s i o n  i n  Montana law t o  vo te  
a  " spec ia l  l e v y "  a g a i n s t  income. L ikewise ,  t h e r e  i s  no p r o v i s i o n  
t o  pay a  s p e c i a l  l e v y  vo ted  a g a i n s t  p r o p e r t y  f r om a  gross income 
tax .  

2. The same a p p l i e s  t o  bonds. Bonds a r e  voted a g a i n s t  p r o p e r t y  
and p r o p e r t y  can be se ized  by t h e  s t a t e  f o r  payment o f  o b l i g a t i o n s . ,  
Income t h a t  d o e s n ' t  e x i s t  cannot be se ized .  

D. House B i l l  3 shou ld  be de fea ted  because i t  does n o t  s a t i s f y  t h e  
most e lementary  c r i t e r i o n  o f  a  s a t i s f a c t o r y  t a x .  
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6 January 1977 

M r .  Edward Nelson, Vice P re s iden t  
Montana Taxpayers Assoc ia t ion  
136 Eas t  S i x t h  Avenue 
Helena, Montana 59601 

R e  : Montana Replacement Tax 

Dear Ed: 

After c a r e f u l  review of  t h e  s o  c a l l e d  "Watts" b i l l ,  i t  is my opin ion  
t h a t  pub l i c  bonds, such a s  County, School D i s t r i c t ,  High School D i s t r i c t ,  
and Ci ty  bonds, could no t  be  marketed. 

For example, what would happen i f  an  i n d i v i d u a l  was taxed $10,000 and 
h i s  house was worth $50,000 and h e  decided t o  l e a v e  t h e  S t a t e .  

How could t h e  t a x  of $10,000 be  c o l l e c t e d  from a non-resident?  

There a r e  s u b s t a n t i a l l y  o t h e r  p a r t s  of  t h e  b i l l ,  which i n  my opinion you 
a r e  a l r eady  w e l l  informed about.  

I f  you need any more s p e c i f i c  answers concerning t h e  m a r k e t a b i l i t y  of 
municipal  bonds, p l e a s e  do n o t  h e s i t a t e  t o  l e t  m e  know. 

Very t r u l y  yours ,  

DAIN,  KALMAN & QUAIL 

'4F 
Stanton  Aby 
Vice P re s iden t  

Dain, Kalman & Quail Incorporated 
100 Dain Tower Minneapolis, MN 55402 (612) 371-2711 Telex 290247 @ Telegrams DKQ UNDWRT MPS 
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INCOME TAX 84-4906 - 

4-4003.13, Rules and regulations: ?'he state department of revenue b reby et1111uwc.rc.d to nli~ke all ncbcessary rules and regulations for 
r r ~ i ~ ~ g  out a ~ i d  e~~forcir ig tlliv act. 
F i b t o r y :  En .  Sec. 13, Ch. 208, L. 1959; Amendments 
d. Sec. 167, Ch. 616, L. 1973. Tlre 1073 r rnendn~ent  substi tuted "de- 

p;~rtmerrt of revenuen fo r  ('board of equal- 
ization" a t  the beginning of the section. 

1 84-4905. (2295 5) Adjusted gmsa income. (1) Adjusted g r o ~  income 
!&all be the taxpayer's federal income tax  adjusted gross income as defined 

sectiou 62 of tht: Internal Revenue Code of 1954 or a s  that  section may 
labeled or amended, and in addition shall include the following: 
(a)  Interest received on obligations of another state or  territory, or 

ounty, municipality, district, or  other political subdivision thereof; 

I ( b )  Refunds received of federal income t a r ,  to the extent the dedua- 
)n of such tax resulted in a reduction of Montana income tax  liability, 

(2)  Adjusted gross income does not ir~cludu the following which are 
l1111)t from taxation under this act:  gL ( a )  l~i terest  income f r o ~ n  obligations of the United States government, 

le state of Montana, county, municipality, district, or other political sub- 
) vision tficreof : 

( b )  All benefits rercived under the Federal Einployecs Retirement Act 
,t 111 cxcess of tliree t l~ousa~lt l  six Ilundred dollars ($3,600). 

( c )  All benefits paid under tlie Montana Tcacl~ers Retirenlent Act 
'11cli are specified as excrnpt from taxation by section 75-6215. 

jtl) All benf~fits pikid under the Montana I'ublic 13nlployees Act which 
.tL spetified as exempt froni taxation by section 68-1303. 

All benefits paid under the IIoiita~ln TTighway Patrol Rc!tircmcnt 
vhirl~ arc s1)ccified as exempt fro111 taxatio~i by section 31-221. 

Montana inco~ne tax rcfunds or credits thereof. 
( 6 )  All benefits paid untler sections 11-1925, 11-1926, and 11-1927 to 

tlre,] slid tlisabled firemen, thcir snrviring spouses and orphans. I (11) All benefits paid by firat or second elass cities for the polieen~on's 
, t i r c ~ ~ i e ~ l t  bystell1 provided for by t11c Metropolitan l'olice Law. 

( 3 )  * [ S ~ I I I C  as parer~t  volu~ue.] 
:xistory: En. Sec. 6 ,  Ch. 181, L. 1933; See. 63, CII. 323, Laws of 1973. For  siluillrr 
,d. @c. 1, ch. 1G7, L. 1947; amd. 8ec. 1, provision in  present law, see soc. 68-2502. 

260, L. 196G; amd. Sec. 1, Oh. 58, L. 
63; amd. Elec. 1, Oh. 129, L. 1985; amd. Amendments 

I, Ch. 23% L. 1971; amd. a c .  '8 a* Chapter 236, Lawe of 1971, added "dim- 
L. 1971; amd. Sec. 1, Ch. 168, L. trict, o r  other political subd iv i~ ion  there- 
amd. Sec. I, Ch. 411, L. 1976. of" to  the end of subdivision (1) (a) ;  

added "the s t a t e  of Montana, county, 
Compiler's Notes n~unicipali ty,  district, or other political 
J'ljla suctiol~ wan alncrlded twice in 1975, s ~ ~ b d i v i s i o n  thereof" t o  the  end of sub- 

1 , ~  Cll. 158 and once by Ch. 411. division (2) ( a ) ;  and made minor changer 
~ t l i e r  al t~endatoly ac t  nlentioned or in- in phraseology. 
r ~ ~ o l : ~ t e d  the  cllangea made by the other- C l~ap te r  346, Lawe of 1071, deleted 
, cc  the  a lncndn~ents  do not  appear to  former subdivision (2) (b ) ;  nnd rederip- 
~ f l i c t ,  the compiler lias ~ n a d e  c o r n ~ o ~ i t e  na ted  former subdivisionr (e), (d),  (e), 
t l o~ l  onlbodying the changes nlndo by (fl)! and  (g) of eubsection (g) aa  rub. 

:I1 ,1111e1rdment8. dlvlaions (b), (c), ( d l ,  (e), and (i), 
Svetion 68-1303, referred to  a t  the  end respectively. 

sul~diviaion (2 ) (d ) ,  waa repealed by Chapter 158, Lawe of 1976, substi tuted 
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Joel 'M. & Verna J. Knutson 
1120 Mlssourl Avenue 
But te ,  Montana 59701 

Rep. Ann Mary Dussar~l t  
Missoula, Montana 59R01 

Dear Ann Dussault:  

We have read i n  the  Montana Standard dated March 29thr of 
your i n t e r e s t  i n  changing t h e  Montana Proper ty  Tax laws.. 

May we p lease  s t a t e  some of our  views? 

We have l lved  i n  a run-down neighborhood f o r  approx, seventeen 
years and own a run-down home i n  Bame. Af te r  nea r ly  t h t r t y  years 
of marriage and f i v e  ch i ld ren  we have f i n a l l y  managed t o  b11i1d 
o i ~ r s e l v e s  a decent  new home i n  a deaent  neighborhaod, 

We f ind t h a t  we w i l l  have t o  rrn,$ our new home from t h e  county 
f o r  almost 4~100.00 a month property t a x  p lus  our monthly 
payment. T h i s  t o  us  i s  Insane! Even i f  we could af ford  t h i s  now 
how in  the  world could we posslbl.y s t a y  i n  t h i s  home a f t e r  
re t i rement?  

There i s  s o  much t a l k  about Indiv idual  r i g h t s  these  d a y s  and 
t h e  most precious one of a l l  I s  being taken away, which i s ,  
t o  own your own home- now and a f t e r  re t i rement .  

We have never  asked f o r  any he lp  of any kind and have t r i e d  t o  
work thing8 out  by ourse lves  bht we a r e  now asking ourse lves  Why? 

Bur married ch i ld ren  a r e  faced w i t h  Uhese same problems. 
Aren't  they, o r  us  e n t i t l e d  t o  have decant  homes? O r  a r e  we t o  
j u s t  work so  t h a t  we may pay taxes  for  someone e l s e  t o  spend ( a l l  
on o t h e r s ) n e v e r  a reward f o r  t r y i n g  t o  h e l p  ourse lves?  

We f e e l  we a r e  e n t i t l e d  t o  our  new home without r e n t i n g  It from 
t h e  county. 

One young co11p1.e has a l r eady  given up t h e i r  new home as t h e r e  
was no hope t o  keep I t  f o r  themselvee. Af te r  doing most of the  
work themselves a s  we d id - - -  I t  r e a l l y  h u r t s  t o  f ind  t h a t  we 
c a n ' t  have what we have worked a l i f e t i m e  t o  have, 

We haven't  moved i n t o  our  new home y e t  and wonder i f  we d a r e  
a s  we w i l l  probably loose  it. 

There was t a l k  of Urban Renewel i n  our p resen t  a r e a  s e v e r a l  vcars 
aTo and we attended a l l  t h e  meetings, The quest ion always asked 
by the  people involved was, How much w i l l  ou r  taxes  go up? 
When told they most d e f i n a t e l y  would go up it was voted down. 

Thank you f o r  being i n t e r e s t e d  and f o r  l i s t e n i n g  t o  u s  express 
t he  way we f e e l  about proper ty  taxea ,  
I t ' s  no t  t h a t  w e  do n o t  want t o  pay our  ( f a l r )  share  but  too much 
i s  j u s t  too much! - - .. .. - 



MISSOULA COUNTY 
S T A T E  OF M O N T A N A  
D E P A R T M E N T  OF R E V E N L I E  
OFFICE OF THE A S S E S S O R  
W U O L A S  W. CAMPBELL 

MISSOULA COUNTY COUHTtiOUbt 

MISSOULA, MONTANA 59801 

4 April  1977 

Sens tie raxa Lion Committee : 

dE: !-louse R i l l  # 3 

1?e are  a l l  aware, I bel ieve ,  t h a t  probably the  biggest complaint 
,ii Eloritana taxpayers today is t h e  inc reas ing ly  heavy burden t h a t  t h e  
prcl t:rty t a x  i.s p u t t i n g  on t h e  homeowner. It i s  becoming inc reas ing ly  
rnorc ,Ii . t ' f icult f o r  young couples t o  be able to  a f fo rd  a home o the r  
than  a rilobilt: home and even on those,  the  taxes  may be $500 t o  $600 
a y u a r .  If t h e  cur ren t  p red ic t ion  i s  cor rec t  t h a t  by 1985 the  medium 
p r i e d  home w i l l  cos t  $90,000, who will be a b l e  t o  pay the  t a x  on such 
;I home? /it t h e  present; m i l l  levy such a home would bo subject  t o  a  
t,;~;r ol near ly  :?i jOCJ a month. The r e t i r e d  and e l d e r l y  who a r e  fo r tuna te  
t r iol l~h t o  ciwn a f a i r l y  n ice  home a r e  sometimes f inding t h a t  t h e i r  
f ixed it~cornes a r e  not  adequate t o  enable them t o  l i v e  and a l s o  kee!, 
up t,L:c: t sses  on t h e i r  home. It i s  a sad th ing  t o  contemplate such 
pio:,lt t iavi l~~!  t o  s e l l  the home they  have worked s o  hard f o r  because 
they can not afford the  t ax .  

It, worrld seem t h a t  proper ty  t a x  r e l i e f  f o r  t h e  homeowner s h r ~ a l d  
be a t o p  p r i o r i t y  and t h a t  is  why I believe that House Bill 4 3  should 
be 9iven se r ious  considerat ion as an a l t e r n a t i v e  t o  the  t a x  on dw1-!- 
irlgs . 



A p r i l  5, 1977 

Committee on Taxation 
Montana Sta te  Senate 
Helena, MT 59401 

Re: House B i l l  #3 

Gent 1 enlen : 

I understand t h a t  the  above b i l l  I s  now i n  your committee f o r  con- 
s ide ra t i on .  I would l i k e  t o  urge favorable a c t i o n  on the  p a r t  of 
your committee on t h i s  b i l l  f o r  the  f o l l o w i n g  reasons: 

1 .  I have several  years experience i n  making home mortgage loans 
i n  the  Missoula area. Payments on these mortgages requ i re  budgets f o r  
r e a l  e s t a t e  taxes and i n  the  process o f  s e t t i n g  up these budgets and 
analyz ing them annual ly ,  I have been astounded by the  v a r i a t i o n s  I n  
the taxab le  values o f  l i k e  proper t ies .  These d i f f e rences  e x i s t  p r i -  
m a r i l y  because I t  I s  impossible f o r  the  Department o f  Revenue o f f i c i a l s  
t o  keep a l l  records cu r ren t  w i thou t  a  huge s t a f f  o f  appraisers and 
o f f i c e  personnel. These d i f f e rences  i n  value cause g ross l y  u n f a i r  
d i s t o r t i o n s  i n  the  taxes pa id  by res idents  o f  t h i s  county and, I am 
sure, o t h e r  areas o f  t he  s ta te .  House B i l l  #3  would c o r r e c t  these i n -  
e q u i t i e s  and a l l o w  the  Revenue Department appraisers t o  concentrate 
on the  value o f  o t h e r  r e a l  es ta te  which would s t i l l  be sub jec t  t o  
o rd ina ry  taxat ion .  

2. It i s  reasonable t o  requ i re  every f ranchised res iden t  t o  bear 
r e s p o n s l b l i t y  f o r  t h e i r  ac t i ons  a t  the  p o l l s .  A l l  OT;a voters  p resen t l y  
a re  a b l e  t o  pass spec ia l  l e v i e s  and bond issues and approve a d d i t i o n a l  
p u b l i c  serv ices  which are  funded by taxes on r e a l  estate.  Many o f  these 
vo ters  have no d i r e c t  responsibility f o r  the  increased cos ts  and, again, 
House B i l l  #3 would, t o  some extent ,  e l i m i n a t e  t h i s  problem. 

3. Senior c t t f z e n s  on l i m i t e d  income need some p r o t e c t l o n  from the 
r t s t n g  cos t  o f  government. This b t l l  would g i v e  I t  t o  them. 

4. 1 be l i eve  land lords  would pass savings back t o  t h e i r  tenants 
v o l u n t a r i l y  b u t  i n  any event,  the  market would fo rce  them t o  do so, 
assuming the  ren ts  they c u r r e n t l y  a re  rece iv ing  a re  I n  l i n e  w i t h  the  
market. 

I n  c los ing ,  I urge you t o  consider  t h i s  b i l l  favorab ly  and t o  send It 
t o  the  f l o o r  w i t h  a "due pass" recommendat ton. 

MGM: j o  

M.G. Moss 



Wester" 

Bank W ~ S T E R N  MONTANA NATIONAL BANK 

11 January 1977 

Rep. Ann Mary Dussaul t  
llouse of Representa t ives  
S t a t e  Cap i to l  Building 
Ileltina, Plt., 59601 

Dear Representa t ive .  

PI-oper t y  t axes  a r e  of c r i t i c a l  concern t o  hon~eowninp, 
people h e r e ,  many of whom a r e  r e t i r e d  wi th  f ixed  incomes. 

1 urge you t o  do eve r th ing  p o s s i b l e  t o  e f f e c t  a change 
from p rope r ty  t a x a t i o n  t o  income t axa t ion .  

Those wi th  a low f i x e d  income a r e  p a r t i c u l a r l y  vunerable  
t o  proper ty  tax i n c r e a s e s  and p o s s i b l e  forced  s a l e s  of 
llomes they have s a c r i f i c e d  t o  own. 

P l ease  now a c t  favorably  on t h e  e q u i t a b l e  proposa l  t o  
change t h e  b a s i s  from p rope r ty  revenae t axes  t o  an  
income t ax .  

aery s i n c e r e l y  

\3 FRENCII KELLOGG 
C i t y  Of Missoula Council  
Ward #1 

243 NORTH HlCiGlNS A V E N U E  ' M I S S O U L A ,  MONTANA 69801 T E L E P H O N E :  (406) 721-2020 



Jan .  11, 1977 

Governor Toni J udge 
Capi to1 Uui ld ing  
Helena,  M t  . , 5960 1 

Dear Tom: 

There a r e  rllany r e t i r e e s  i n  t l i s sou la  who a r e  p a r t i c u l a r l y  
vunerab lz t o  p roper ty  t a x  i nc r ea se s  and who n ~ e n t  ion t he se  
conce rns t o  me f  r e q u e n ~  1 y  . 

The i r  rnain concern i s  t h a t  t h e i r  inconies reruein f i x e d .  

Your p r e sen t  p roper ty  t a x  re1 i e f  p l a n ,  f o r  which they 
vo t ed ,  i 5  commendable and both t h e  wet l t o  do and t h e  
low in con^ people  he re  thank you f o r  t he  s u p p o r t .  

I urge you, howsver,  t o  keep an open mind  on the  proposed 
incoriie t a x  s u b s t i t u t e  f o r  p roper ty  t axes .  

My f ce l  ing,  and t h a t  of o t h e r s  i n  my a r e a  appears to  b e ,  
i s  t h a t  without  a  n i c e  inccnie a  n i c e  honie must go--and 
probably a l s o  t h e  owner. B u t  where? 

Be> t regards 

F R E N C H  K E L L O G G  
Ci ty  Counci lnlan 



ILN I t .Hl<r  MIIHt'tiY 
L l t i d u C H ~ T l C  FLOOR L E A D t H  
blsritIcl NO 4 0  

CAltD\YLL L MUNIP.NA 5 9 / 2 1  
P t l u N E  40b/2d5 6 6 4 6  

il .I I>!%' YNJA\i?J. % S.2~,%T 14 S U J :  NAWUDC 

A p r i l  6 ,  1 9 7 7  

MEMORANDUM 

TO : R e p r e s e n t a t i v e  Ann Mary D u s s a u l t  

F M  : S e n a t o r  T e r r y  Murphy 

RE : Test imony i n  f a v o r  o f  HB 3 

House B i l l  3 ,  known a s  t h e  "Watt B i l l "  i s  a  c o n c e p t  o f  t a x a t i o n  
i n  which I have  been i n t e r e s t e d  s i n c e  1971. I would a s k  t h e  
T a x a t i o n  Committee t o  v e r y  s e r i o u s l y  c o n s i d e r  t h i s  b i l l .  Many 
a l l e g e d  problems have been p o i n t e d  o u t  by opponen t s .  I t h i n k  
t h e s e  o b j e c t i o n s  can  b e  overcome. The b i l l  c a n  work, and I 
b e l i e v e  it can work v e r y  w e l l ,  i n  a l l e v i a t i n g  t h e  p r o p e r t y  t a x  
burden i n  some c a s e s .  

P l e a s e  c o n s i d e r  what " a d j u s t e d  g r o s s  income" means. T h i s  w i l l  
a l l o w  d e d u c t i o n  o f  b u s i n e s s  expense  by f a r m e r s  and o t h e r  
b u s i n e s s  p e o p l e .  I t  w i l l  n o t  be  a  burdensome t a x  under  t h e s e  
c i r c u m s t a n c e s .  House B i l l  3 can t h u s  be a way t o  r e a l l y  r e d u c e  
t h e  r e l i a n c e  on t h e  p r o p e r t y  tax sys tem i n  f u n d i n g  l o c a l  
government .  



January  22, 1977 

TO : John D.  LaFaver, L e g i s l a t i v e  F i s c a l  Analyst 

FROM : Robert J. Robinson, Assoc ia te  F i s c a l  Analyst 

SUBJECT: H.B .  3 - Prope r ty  Tax Replacement A c t .  

The fo l lowing  informat ion  p e r t a i n s  t o  a l e g i s l a t i v e  r eques t  con- 

ce rn ing  House B i l l  No. 3 .  

Value of Habi tab le  Proper ty  -- 

A. Up t o  t h i s  t ime t h e  mass a p p r a i s a l  has  appra i sed  and recorded 

119,227 houses a t  a n  average  app ra i s ed  va lue  of $12,571. 

B.  A rough e s t i m a t e  of t h e  number of homes i n  t h e  s t a t e  might 

be 150,000 t o  155,000. The mass a p p r a i s a l  u n i t  estimates 156,200 

s i n g l e  fami ly  homes. 

C .  The t a x a b l e  v a l u e  of  156,200 homes wi th  an average  app ra i s ed  

v a l u e  of $12,571 = $235,630,824. 

Appraised Value ($156,200 x $12,571 = $1,963,590,200) 
Taxable Value ($1,963,590,200 x .12 = $235,630,824) 

D.  The mass a p p r a i s a l  program e s t i m a t e s  t h e r e  a r e  34,936 mobil  

homes wi th  a t o t a l  t a x a b l e  va lue  of $21,527,563. 

E .  C lass  8 r e a l  p rope r ty  ( s p e c i a l  t a x  ca tegory)  i nc ludes  1,353 

homes w i t h  a t a x a b l e  v a l u e  of $355,974. 

F. The sum of  t h e  t a x a b l e  v a l u e  of s i n g l e  u n i t  h a b i t a t i o n  is  

$257,514,361. 
House Un i t s  $235,630,824 
Mobil U n i t s  21,527,563 
C la s s  8 Un i t s  355,974 



.. 
Page 2 

G .  There i s  no documented informat ion  pn t h e  number of  a p a r t -  

ments,  duplexes and m u l t i p l e  h a b i t a b l e  domic i les .  The 1970 census 

e s t i m a t e s  t h a t  18.87% of t h e  housing u n i t s  a r e  duplexes ,  t r i p l e x e s ,  

f ou rp l exes  o r  apar tments  w i t h  f i v e  o r  more u n i t s .  

H.  I f  we assume m u l t i p l e  u n i t  s t r u c t u r e s  have a t a x a b l e  v a l u e  

of 18.87% of t h e  s i n g l e  u n i t  va lue ,  t h e  t o t a l  t axab le  v a l u a t i o n  of 

h a b i t a b l e  domic i les  i n  Montana may be  approximately $306,107,321. 

S i n g l e  Unit  $257,514,361 
18.87% Mul t ip l e  Un i t s  x 1.1887 

I .  The department o f s r e v e n u e  e s t i m a t e s  t h a t  an average  of 193 

m i l l s  a r e  l e v i e d  on p rope r ty  throughout Montana. I f  193 m i l l s  were 

l e v i e d  on $306,107,321 of t a x a b l e  va lue ,  t h e  income would be  $59,078,713. 

T o t a l  Taxable Value of Domiciles $306,107,321 
193 M i l l s  x . I93 

Pe r sona l  Income 

The Survey of Current  Business  e s t i m a t e s  Montana persona l  income 

f o r  1975 a t  $4,054,000,000 up 11.21 pe rcen t  from $3,645,516,000 r epo r t ed  

f o r  1974. 

I was unable  t o  g e t  a breakdown of 1975 Montana pe r sona l  income by 

ca tegory .  I have assumed t h a t  a l l  segments increased  i n  t h e  same pro- 

p o r t i o n  a s  t h e  t o t a l  t o  e s t i m a t e  1975 income by c a t e g o r i e s .  



C 
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Retirement income pa id  i n  Montana by t h e  p u b l i c  employees retire- 

ment system and t h e  t e a c h e r s  r e t i r emen t  system was $23,182,240 i n  f i s c a l  

T o t a l  $23,182,240 

I f  t h e  s o c i a l  s e c u r i t y  pension and r e t i r emen t  payments i n  1976 

were reduced from t h e  pe r sona l  income estimate of 1975, it  would t a k e  

a  t a x  of  1 .79 percent  on t h e  remainder t o  gene ra t e  $59,078,713. 

1975 Montana Persona l  Income $3,617,845,000 
1976 S o c i a l  S e c u r i t y  & D i s a b i l i t y  (295,000,000) 
1976 Pub l i c  Emp. & Teacher Ret .  (23,182,240) 

Net Persona l  Income $3,299,662,760 

However, i t  must be emphasized that t h e s e  c a l c u l a t i o n s  assume 

t h a t  a l l  t a x a b l e  pe r sona l  income w i l l  be r epo r t ed .  To t h e  e x t e n t  i t  

is n o t  r e p o r t e d ,  t h e  e f f e c t i v e  r a t e  will cl imb.  



RE:  H U  3 
Figure Rounded 

Total year1.y property taxes $250M 

Habitable property taxes 6 OM 

To be replaced - 1st yr. 1/2 3 OM 

Total adjusted gross income $2,800,000,000.00 

A .  G. I. subject to withholding 2,200,000,000.00 

A.G.I. of self-employed and retired 600,000,000.00 

To replace $30M from $2.8 billion requires 1.07% 

(this is a state-wide average) 

1% will be withheld in Calendar year 1978=$22'n) Remaining $8M will 

be collected after Income Tax Reports are filed April 15, 1979. The 

$8M will be from the self-employed, the retired, and from adjustments 

on the tax of those who paid withholding. 

The A.G.I. (adjusted gross income) is the figure on line 14 of the 

Montana Income Tax Form. It is the figure remaining after the cost 

of earning the income is subtracted: i.e. the cost of operating a 

farm, or ranch, or business, or profession, etc. 

The trade off is that no taxpayer will pay property taxes on habitable 

property as defined in HB 3 after the law is fully implemented. 



dvc . t * j fon t .  ( :LLII  u l l i i e r s t i~ l l d  Ihe c o n c e p t  of  MU 3 .  Much o f  i t s  d o t u i l  i s  

on1.y im1)or t i tn t  t o  t h o s e  who will adlninis tor  it. 

' 1 ' 1 1 ~  f ' o l l owing  i s  f o r  t l l o s e  who wish  t o  understand t h e  M - i i ,  t h e  

Mj l l -~! ,c l~ l ivuLel l t .  '1'11e mill-equivalent i s  n o t  used i n  t h e  f i r s t  year 

( s ~ t .  ; ; c :c t~on  8 ,  introductory P e r i o d ) .  T h e r e a f t e r  it i s  determined ant1 

r a r r ~ n i n s  t h e  sume y e a r  a f t e r  ycnr. 

111 llii 3 o v e r  $t,h of a11 t a x a b l e  p r o p e r t y  w i l l  r e m a i n  on t h e  t a x  

r o l l s  u ~ ~ t l  l~uvc? 111i1lul:e r t s s e s sod  a g a i n s t  it jus t  as w e  are now d o i n g .  

iIet,wi.on 1 / 5  a n d  l / l t h  of u l l  p r o p e r t y  is h a b i t a b l e  p r o p e r t y  and w i l l  

g o  o t't t 11r l ax  1.01 1s. T h i s  l o s t  revenue w i l l  b e  rep laced  by having 

n ~ i l  l-c~cluivi&!r~t~s a s s e s s e d  a g u i r i s t  ad;iustod a r o s s  illcome; A.G. I .  - 

t l  rliil .1-l~qi~ivrtl en-t w i  11 l o  a f r a c t i o n  of  a m i l l .  perhapa it w i l l  
111. 1 / 1 0 t l l  o f  t~ 1 n i J  1, 1)ut w e  wunl; tile s t a t i s t i c s  g a t l l e r e d  i n  t h e  

l l ~ t ~ r o t l u c  L 0 r . y  l ' ( ~ r  i ocl b e f o r e  def i n i t ; c l y  d e c i d i n g  t h e  f r a c t i o n .  -- ---- 
Of c o u r s e ,  u r 1 1 i 1 l  i s  j u s t  u pcarcentagc t o  be a s s e s s e d  a g a i n s t  

Lnxubl I. val i1u.t i o r ~ s .  A m i J  1 - ~ \ c i u i v i ~ l ~ : ~ l t  i s  j u s t  a p e r c e n t a g e  t o  bc 

assesset1 agizitlst ncljustc?d ESross income:  A.G.  1. 

1 1 1  nl 1 l o c a l  ~ ~ o v c r n r n e n t s  budgc t s  mus t  f i r s t  bc p r e p a r e d  and  

agreed r 1 1 ~ 0 1 1 .  bccondl ,y ,  t l l c  e x u c t  ilumbcr o f  d o l b a r s  mus t  bc  r a i s e d  t o  

mee t  eucll budi?et .  As  of  rrow m i l l a g e  l e v i e d  a g a i n s t  hiown t a x a b l e  

v n l ~ l a t j  011s i s  tilt? on1 y wa,,y .we call e x a c t l y  mee t  p r e d e t e r m i n e d  b u d g e t s .  

]ti!, 3 i s  t h e  only way  e v e r  p roposed  t o  exactl.y n1toe.t a p r e d e t e r m i n e d  

t,ud:;r\l, based  on a l ~ i l i t y  t o  pay,  i . c .  t h e  a d j u s t e d  ; ;ross income o f  

Lo-1, u s  presurnc?: 1 .  l i ~ c  n l i l l - e q u i v a l e n t  wil.1 b , ,  l / l ~ t h  o f  a mill 

!mlilJs ;5 T . V .  + 1'1-11, X A., ; .  1. = Uudgct  
200  $1 , d O d , O U O .  20 ~10,000,000. = $400 ,000 .  

A110 t l icr  i l l u s  l r u t i o n  ( X c o u n t y )  

E l i  Jls ' l ' .L r .  bl- i i  A . L i . 1 .  Budt; c. t 
105  ii 9$8,000,000. + 145: X $48,000,000. = 9 2 , 1 1 2 , 0 0 0 .  

l , J 2  ) ,  300. 792,000. 

I n  1,llis i l l u s t r a t i o n  1 6 5  m i l l s  i s  t y p i c a l  of  r u r a l  o o u n t i e s ( s o m e  

arc) 1 oilier u ~ ~ d  solr~u arc: h i g h e r ) .  Ivoto t h a t  we alwoys u s e  the same 

numbcr  of  hi-1.1s ( ]n i l  .L -ecLu ivu l en t s )  as wc u s o  b l i l l s .  165 N-&s = 

1.63,6 of e a c h  . t s x p ~ t , y c ? r ' s  h . G . l .  ( a d j u s t e d  g r o s s  income)  







IESTIMONY BEFORE SENATE T A X A T I O N  COMMITTEE -- REGARDING HB 3 
9' /' 

I ',pq MR C H A I  RMANj MEMBERS OF THE COMMITTEE, I AM RAYMON D O R E j  
& - /  

INCOMING D I RECTOR OF THE MONTANA DEPARTMENT O F  REVENUE, / 
,' Cat, 

I T  I S  OUR NORMAL CUSTOM TO T E S T I F Y  IN AN INFORMAL MANNER AND 

AS SUCCINCTLY AS P O S S I B L E  FOR THE PURPOSE OF CONSERVING YOUR T I M E ,  

BECAUSE O F  THE C O f l P L E X I T I E S  AND FAR REACHING I M P L I C A T I O l S  OF T H I S  

B I L L  WE ARE, W I T H  T H E  C H A I R ' S  INDULGENCE, A L T E R I N G  OUR USUAL FORMAT, 

I N  THE I N T E R E S T S  OF P R E C I S I O N  I WILL BE ADDRESSING YOU FROM A 

PREPARED T E X T  AS SOON AS I HAVE COMPLETED MY REMARKS I WILL BE 

C A L L I N G  UPON THE ADMINISTRATORS OF THE D I V I S I O N S  THAT WILL B E  

AFFECTED B Y  HB 3 WHO WILL ELABORATE MORE T E C H N I C A L L Y  UPON THE 

P O I N T S  I WILL D I S C U S S  GENERALLY,  

I N  ANY PREVIOUS TESTIMONY I HAVE G I V E N  BEFORE T H I S  COMMITTEEJ 

I HAVE CONF I i i E D  MY REMARKS TO FACTUAL AND T E C H N I C A L  COMMENTS, 

P R I M A R I L Y  BECAUSE, AS  I HAVE STATED ON PREVIOUS OCCASIONS, I V I E W  

MY J O B  AS MORE THAT OF A TAX Kd N T H A T  OF A T A X  PHILOSOPHER,  

T A X  P O L I C Y  I S  NOT M I N E  TO DETERMINE - - C O N S T I T U T I O N A L L Y  T H A T  M I S S I O N  

I S  RESERVED TO YOU, HOWEVER, BECAUSE T H I S  BILL WOULD SEI iD US OVER 

I Wl LL BE MAKING SOME P H I L O S O P H I C A L  COMMENTS I N  

ORDER TO D I R E C T  YOUR ATTENTION$ TO T H E  CONCLUSIONS WHICH MAY B E  

DRAWN FROM THESE UNTESTED PREMISES 
A D M I N l S T R A T I V E L Y  S P E A K I N G  I AM MORE CONCERilED W I T H  THE 

REPERCUSSIONS OF T H I S  BILL THAN I AM W I T H  ANY OTHER L E G I S L A T I O I i  

INTRODUCED T H I S  S E S S I O N  I MOST OF MY REMARKS WILL BE CONCEHTRATED 

ON T H I S  AREA OF CONCERN , 



G 

I N  THE L I M I T E D  AMOUNT OF T I M E  WE HAVE HERE I CANNOT DISCUSS 

A L L  OF THE PHILOSOPHICAL CONFLICTS AND CONSIDERATIONS OF T H I S  B I L L ,  

SOEllE OF WHICH WILL ONLY BECOME APPARENT AS WE ATTEMPT TO ADMINISTER 

I T ,  

COMPREHENSION OF A L L  OF THESE COULD COME ONLY AFTER AN 

EXHAUSTIVE STUDY OF A L L  E X I S T I N G  MONTANA STATUTES AND THE FEDERAL 

CODES DEAL1 NG WITH THE FEDERAL-STATE RELATIOi iSH I P, SUCH AS, REVENUE 

SHARING, RECIPROCAL INFORMATION EXCHAiIGES AND THE INTERACTION OF 

THE FEDERAL INTERNAL REVEIJUE CODE WIT11 THE MONTANA INCOME TAX 

STATUTES UPON WHICH THE TAX IMPOSED BY T H I S  B I L L  I S  PIGGY-BACKED . 
THE FORP'lS OF TAXATION U T I L I Z E D  I N  THE U N I T E D  STATES ARE VERY 

D E F I N  I T E j  T R A D I T I O N A L  FORMS WELL TESTED AND WIDELY UiiDERSTOOD BY 

THE TAXPAYING C I T I Z E N R Y .  FOR EXAMPLE. SUCH FORiklS OF T A j A T I O N  AS 

REAL ESTATE, PERSONAL PROPERTY OR AD VALOREM, EXCISE$TAMP TAXES 

HAVE BEEN WITH US I N  EVERY STATE S I N C E  T H I S  COUNTRY BEGAN AND 

O R I G I t i A T E D  114 THE COUNTRIES OF OUR FOREFATHERS, INCOME TAXES, 
A MORE RECENT INNOVATIONJ HAVE BEE11 WITH US A T  THE FEDERAL L E V E L  

S I N C E  1913, AtiD HAVE BEEN ADOPTED BY MOST OF THE STATES MANY YEARS 
AGO, 

BECAUSE OF THE WIDE SPREAD USE OF THESE T R A D I T I O i i A L  FORMS THE 
AVERAGE C I T I Z E N  HAS A REASONABLE UNDERSTAdDING OF H I S  OR HER 
REPORTI NG RESPONS I B I  L I  T I  ES j DUE DATES, METHODS OF PAYMENT AND 

METHODS OF CALCULATION, T H I S  UNDERSTAt4DI NG HAS COME ABOUT BECAUSE 

OF TEIIS OF THOUSANDS OF STATUTES, RULINGS, REGULATIONS AND COURT 

D E C I S I O N S ,  



AS STATED PREVIOUSLY, THE B I L L  BEFORE YOU WILL LEAD US 

ACROSS TAX SEAS I T  DENIES BY I T S  LANGUAGE THAT I T  

I S  AN INCOrIE TAX AND DENIES BY I T S  T I T L E  THAT I T  I S  A PROPERTY 

TAX, THIS IIEANS THAT THIS TAX WILL BE IMPOSED WITHOUT THE 

BENEFIT OF LEGAL PRECEDENT OR TRADITION 4ND WITHOUT CONTEMPLATION 

BY THE CONSTITUTION OF THE UNITED STATES AND THE STATE OF MONTANA, 
AS BOB CORCORANJ OUR CHIEF COUNSEL WILL TESTIFY, WE 

ANTIC I PATE SERIOUS CONSTITUTI OilAL CHALLENGES I N  THE AREAS OF EQUAL 
PROTECT I ON, VAGUENESS, AllD UiJEQUAL TREATMENT, I CANNOT FORECAST THE 

RESULT OF THESE LEGAL TESTS BUT I TliI;iK I CAN SAFELY PREDICT THAT 

THE LITIGATION WILL BE EXTENSIVE AND ENDURING AS WE ALL ATTEMPT 

TO LEARN 'THE NATURE OF THIS UNTESTED AND UNIQUE FORM OF TAXATION, 

WE HAVE GRAVE CONCERNS IF4 MAflY AREAS, FOR EXAMPLE, WHAT 

CONFLICTS EXIST WITH THE THOUSANDS OF IONTANA STATUTES ON OUR BOOKS? 

I WOULD L I K E  TO OFFER AS AN EXAMPLE THE STATUTES GOVERNING 

CONFIDENTIALITY OF INCOME TAX DATA ALREADY ON OUR BOOKS AND TO 

RE FURTHER STRENGTHENED BY B I L L S  I N  RODU ED THIS SESSION, THESE 
J@P U b  74 AYYW- 

STATUTES REQUIRE ME AS DIRECTOR TOADIVULGE THIS INFORMATION TO 
WHO I S  STATUTORILY UNAUTHORIZED TO RECEIVE I T  UNDER THREAT OF 

EXTREME PENALTIES , YET THIS B I L L  REQUIRES ME TO SHARE THIS SANE 
DATA WITH HUNDREDS OF COUiJTY EMPLOYEES, PERSONS NOT AUTHORIZED BY 

EXISTING LAW , 



OUR PERSONAL INCOME TAX D I V I S I O N  I S  P O S S I B L Y  ONE OF THE ' y  r r  icTt p l l ~ @  
MOST E F F I C I E N T  D I V I S  I O N S  I N  S T A L E  GOVERIUMEI~T, T H j W  D I V I S  ION&OLLECTS 

p U P  r 
APPROXIMATELY 100 MI LLIONJ il PERSONAL INCOME TAXES, v 
-1 A S I D E  FROM THE I f i T E R N A L  E F F I C I E N C Y  O F  THE D I V I S I O / \ I j  T H I S  

LOW-COST COLLECTION AND ENFORCEMENT PROGRAM I S  P O S S I B L E  ONLY 

BECAUSE OF THE INFORMATION SHARED W I T H  US BY THE I N T E R N A L  REVENUE 

S E R V I C E  WE R E C E I V E  T H I S  I i ~ F O R M A T I O ~ ~  FROM THE I N T E R N A L  REVENUE 

S E R V I C E  PURSUANT TO AGREEMENTS WHICH REQUIRE COMPLIANCE 

W I T H  FEDERAL C O N F I D E M T I A L I T Y  STATUTES RE ENTLY STRENGTHENED B Y  THE 
/J L/RCLY 7 AEC 7 

, ( T H E  SHARING O F  T H I S  INFORMATION W I T H  THE 1976 TAX REFORM ACT. 

COUNTY Ef DEEMED TO B E  A BREACH O F  THE FEDERAL 
7#'&~..rlLTpiC 

S TATUTES R IIJORHATION SHARING AGREEMENT. OUR 
7@45 

ENFORCEMENT COSTS WOULDADRAMAT I CALLY E S C A L A T L  

CLEARLY, T H E  DEPARTMENT OF REVEl jUE WOUUl B E  PLACED I N  A 

GUARANTEED S U I C I D A L  P O S I T I O N  BY T H I S  - BILL - - TO COMPLY W I T H  T H E  

INFORMATION SHARING P R O V I S I O N S  OF - T H I S  BILL WOUUI B E  A V I O L A T I O N  

OF SEVERAL OTHER LAWS AND V I C E  VERSA, 
M Y R I A D  OTHER C O N F L I C T S  EXIST, SOME B U T  FAR FROM ALL OF 

WHICH ARE AS FOLLOWS: 
1 I A BILL PASSED T H I S  S E S S I O N  CONTINUES THE EXEMPTION OF 

M I L I T A R Y  PAY 'FROM S T A T E  INCOME T A X  -- D I D  THE L E G I S L A T U R E  

ALSO I N T E N D  TO EXEMPT M I L I T A R Y  PERSONi lEL FROM P A Y I N G  

PROPERTY REPLACEMENT TAX ON RESIDENCES THEY MAY OWN 
/ n /  fl0*/7&~~ ? 



2 . A B I L L  I S  BEFORE YOU TO EXEMPT THE FIRST $1000 OF 

NATIONAL GUARD PAY FROM INCOME TAXES. WAS I T  THE  AUTHOR^ 
1 NTENTION TO RELIEVE THESE NATIONAL GUARDSMEN OF 

PROPERTY REPLACEMENT TAX ON $1000? 

3 .  EXISTING LAW EXEMPTS ENROLLED INDIAN TRIBE MEMBERS 
L IV ING ON THEIR OWN RESERVATIONS FROM INCOME TAXATION. 

I S  I T  THE LEGISLATURE'S INTENT TO ALSO EXEMPT THEM 

FROM PROPERTY REPLACEMENT TAXAT104 EVE11 THOUGH THEY 

L I V E  ON FEE LAND? 

THESE ARE BUT A FEW EXAMPLES OF CONFLICTS WHICH WILL BE 

DISCUSSED I N  MORE DETAIL BY OUR CHIEF COUNSEL. 

WHENEVER I HAVE TESTIFIED BEFORE YOU ON B I L L S  WHICH PROPOSE 

TO AMEND OUR INCOME TAX STATUTES BY ADOPTION OF FEDERAL A!IENDMERTS 

YOU HAVE INSISTED THAT THE LANGUAGE TO ACCOMPLISH THIS CHANGE BE 

ORIGINAL LANGUAGE AND NOT A MERE IEORPORATION OF THE FEDERAL 

CHANGE BY REFERENCE, I WOULD L I K E  TO CALL YOUR ATTEilTION TO THE FACT 

THAT BY THE VERY NATURE OF THIS B I L L  YOU WOULD BE INCORPORATING BY 

REFERENCE EVERY FEDERAL STATUTE, REGULATION, RULING AND COURT 
DEC I S ION WHICH DEFI N F  ADJUSTED GROSS INCOME INTO 

ROPERTY TAX SYSTEM, NOT ONLY WOUW OUR INCOME TAX SYSTEM 

BE DEPENDENT UPON THE WISHES OF CONGRESS BUT SO WOULD A LARGE PORTIOlJ 
OF OUR PROPERTY TAX SYSTEM. 

AS AN EXAMPLE, THE 1976 TAX REFORM ACT MODIFIED ADJUSTED GROSS 

INCOME BY E L I M I  NATING S I CK PAY EXCLUS I O B j  EXTEND1 NG THE LOilG-TERM 

CAP1 TAL GAl N HOLD1 NG PERIOD, ALLOWING PERIODIC ALIPIONY PAYiIEIiTS WAS 

DEDUCTIONS 114 DETERMINING ADJUSTED GROSS INCOME AND EXTENDING THE 

NET OPERATING LOSS CARRYOVER FROM F I V E  TO SEVEN YEARS. 



ALTHOUGH EXIST1 NG STATUTES AUTOMATICALLY ALLOW THESE CHAriGES I N  

OUR INCOME TAX BASE, DO WE WANT THEM TO AFFECT OUR PROPERTY TAX BASE? 

WILL WE ALWAYS WANT FUTURE CHANGES TO AFFECT THE PROPERTY TAX BASE? 

OVER THE PAST SEVERAL SESSIONS THE LEGISLATURE HAS LABORED 

LONG AND HARD TO FIND A SOLUT-1014 TO INCOME SPLITTING PROBLEMS. NO 
ONE I S  HAPPY WITH OUR PRESENT SITUATION. ONE PROPOSAL WAS 
CONSIDERATION OF THE FEDERAL FAMILY INCOME CONCEPT BY USE OF 

JO I NT TAX TABLES . 
2 
A EXIST1 NG REVENUES N)ST BE PRESERVED, THIS AUTOMAT1 CALLY PIEANS n m  PE 

THAT NO MATTER HOW w ~ % ~ ~ ~  ARE CONSTRUCTED, TO ACCOMPLISH EQUITY 

FOR THE JOINT FILERS, AN INCREASE WOULD RESULT FOR EITHER THE 

SINGLES OR MARRIEDS F I L I N G  SEPARATELY j OR BOTH 1 THESE TABLES HAVE 
BEEN REJECTED THIS SESSION BECAUSE OF THE TAX S I i IFT  THAT WOUUI HAVE 

RESULTED, 

WHILE THIS SHIFT HAS BEEN REJECTED FOR INCOME TAX PURPOSES, 
6  HEU US PlcPLum 

THE BILL BEFORE YOU W RESULT IN SHIFTS OF THE TAX BURD&.~TO BE 

ADDRESSED MORE SPECIFI CALLY BY JOHN C M R K j  ADMINISTRATOR OF OUR 
RESEARCH D IV IS ION,  I NOTE THAT SONEONE WAS QUOTED I N  THE APRIL 3, 1977, 

EDITION OF THE INDEPENDENT RECORD AS NAMING THIS THE "INVERSE 
ROB I N HOOD" EFFECT'. 

I AM NOT SURE THAT THE RESULT I N  THE CASE OF RENTAL PROPERTY 

I S  EXACTLY WHAT i4AS INTENDED 1 BECAUSE OF CERTAIN TAX INCENTIVES 

GRANTED BY CONGRESS TO STIMULATE CONSTRUCTION OF NEW RES IDENTIAL 
RENTAL PROPERTY j LANDLORDS OWN I NG SUCH PROPERTY CAN TAKE ADVANTAGE 

OF 200% DECLINING BALANCE DEPRECIATION AND I N  CERTAIN OTHER CASES 
EVEN MORE LIBERAL DEPRECIATION, I T  I S  NOT DIFFICULT FOR AN EMTERPRESING 

C.P, A. TO LEGALLY STRUCTURE A NEW RESIDENTIAL PROJECT I N  SUCH A 



MANNER SO THAT APPROXIMATELY THE FIRST 8 YEARS OF THE PROJECT WILL 

PRODUCE A TAX LOSS (NEGATIVE ADJUSTED GROSS I IJCOIYE) I THERE ARE 
FURTHER TAX INCENTIVES WHICIi AT THAT P0113T ENCOURAGE THE LANDLORD 

TO SELL THE PROJECT AND REALIZE A CAPITAL G A I N  WHICH I S  50% 

SHELTERED FI{OM IIICOME TAXI BY VIRTUE OF THIS B ILL ,  NO PROPERTY 
.-LII 

KEPLACEHENT TAX wouu BE PAID ON THE PROJECT BY  LANDLORD. 
FOR Tt iE F IRST 8 YEARS, BEGINNING WITH THE 9TH YEAR TAX WOUUI BE PAID 
I F  THE PROJECT I S  SOLD AT A GAIN, HOWEVER, ONLY 50% OF THE GAIN WOULD 

ENTER THE TAX BASE 1 I S  I T  THE INTENTION TO ALLOW ONE FEDERAL TAX 
INCENTIVE TO HAVE A THREEFOLD EFFECT THROUGH SHELTERS FROM FEDERAL 

INCOME TAXj STATE INCOME TAX AND PROPERTY REPLHCtMENT TAX? OF COURSE, 

I F  THE PROPERTY I S  SOLD AT A LOSS THE LAIJDLORD OF THIS HYPOTHETICAL 
PROJECT W I LL NOT PAY ANY PROPERTY REPLACEIEEiJT TAX 1 WH I LE THE LANDLORD 

I S  CLEARLY WELL INSULATED FROM THIS TAXj  THERE ARE NO GUARANTEES I N  

THIS B I L L  THAT SUCH SAVINGS WILL BE PASSED THROUGH TO THE TENANTS 

THE SUCCESS OF THIS B I L L  AS A REVENUE MEASURE RESTS HEAVILY 
UPOli THE TIMELY F I L I I G  OF RETURNS BY APRIL 15 AND THE SUBflISSION 

OF ESTIMATED TAX PAYMENTS, SERIOUS TECHW I C A L  PROBLEMS EXIST HERE 



FOR EXAMPLE, THE BILL CONTAINS NO PROVISIONS FOR EXTENS104 OF 

I 
I 

THE RETURN F I L I N G  DUE DATE, WHILE THE C R I T I C A L  TIMIN(; KEOUlHtU BY Itlt 

1 FOR PROPER INTERACTION W I T H  THE COUNTIES AND TAXPAYERS SEENS TO 

SUGGEST AN ABSOLUTE F I L I N G  DATE OF A P R I L  15, APPROXIMATELY 

5,000 TO 10,000 TAXPAYERS TAKE ADVANTAGE OF THE AUTOMATIC EXTENSION 

PROVISIONS WHICH ALLOW INCOME TAX F I L I N G S  THROUGH JUNE 15. A PORTION 
OF THESE TAXPAYERS O B T A I N  FURTHkR EXTENSIONS BEYOND JUNE 15. 

THEREFORE I T  I S  CLEAR THAT THE INFORMATION WEEDED TO EQUITABLY 
I 

ADMINISTER T H I S  BILL WILL NOT BE A V A I L A B L E  WHEN I T  I S  NEEDED. I 

THE ESTIMATED TAX PAYMENT PROVISIOYS DO NOT CONTAIN P E N A L T I E S  
I 

I 
FOR F A I L U R E  TO COIIPLY YET THE T I M I N G  OF THE REVENUE FLOW I S  C R I T I C A L  

AND DEPENDS UPON S T R I C T  COMPLIANCE. WE WOULD SUGGEST THAT 
COMPLIANCE WITH THESE PROVISIONS WILL BE EXTREMELY POOR BECAUSE OF 

HARD EXPERIENCE WITH THE ESTIMATED INCOME TAX PAYMENT PROVIS IOMSNHERE 

COMPLIANCE I S  EXTREitELY WEAK. PERHAPS AN AMENDMENT ADOPT I ;lG A 
PENALTY PROVIS IOM COULD SOLVE T H I S  PPOBLEMJ HOWEVER, ATTEMPTS TO 

SECURE LEG I S L A T I O N  TO ADOPT PENALTIES FOR FA1 LURE TO RENDER ESTIMATED 
INCOME TAX PAYMENTS HAVE F A I L E D  I N  THE THREE PREVIOUS SESSIONS OF THE 

LEG I SLATURE . 
7 ; ~ ) .  ~ w e e ~ i  7~ x P A ~ Z / ~ ~ E '  
I T  APPEARS THAT THE 

REVENUES WILL NOT B E  A V A I L A B L E  WHEN NEEDED. - '  AS JOHN CLARK CAN I 
DEMONSTRATE REVENUE T I M I N G  PROBLEMS WILL AT ONE P O I N T  PRODUCE 

5uHrC 
AN 18 MI LLIOIGDEFI CIT REPLACEMENT TAX BALANCE. 

CONTEMPLATES THAT A L L  I N D I V I D U A L  INCOME TAX F I L E R S  U T I L I Z E  THE 

CALENDAR YEAR, T H I S  I S  NOT THE CASE, 



+-SEVERAL HUNDREU I N U I V I D U A L  TAXPAYERS UTILIZE A F I S C A L  YEAR 

AND I T  I S  OUR IMPRESSION THAT TAXPAYERS WHO ELECT A NON CALENDAR 

YEAR TEND TO B E  TAXPAYERS WITH LARGER INCOMES WHO ARE U T I L I Z I i i G  A 

NON CALENDAR YEAR FOR SOPHISTICATED PLANMI NG REASONS , 

THERE ARE MANY OTHER AREAS OF REAL AND POTENTIAL  COlJFLlCTS 

WHICH E I T H E R  CANNOT BE ENVISIONED OR T I M E  DOES NOT P E R N I T  ME TO 

DISCUSS 1 HAVE MERELY ATTEMPTED HERE TO H I G H L I G H T  SOME CONCERNS 

I N  ORDER TO DEMONSTRATE THAT WHILE THE BILL MAY HAVE MERITS, 
EXHAUSTIVE STUDY OF OUR TAX AND OTHER STATUTES WOULD BE NECESSARY 

TO PROPERLY UNDERSTAND WHERE I T  I S  LEADING US, --A 
I N  A D D I T I O N  TO THE ADMINISTRATORS I HAVE MENTIONED, DENNIS \ 

BURR, THE ADMINISTRATOR OF OUR PROPERTY TAX D I V I S I O N  # I L L  DISCUSS \ 
H I S  S P E C I F I C  CONCERNS, WITH YOUR PERMISSION I WILL NOW DEFER TO 1 



'\ 
Conflicts with State Statutes 

A. Serviceman legislation (H.B. 168-Moore) 

1. not income, no exemption 

B. confidentiality Legislation 

C. JointReturn-Income Splitting Legislation 

D. Bond  egisl la ti on. 

E. In Lieu Fees/Property Tax Legislation 

F. Cost of Living PERS increases 

G. Homestead allowance legislation 

H. Local Government Legislation 

I. Corrective Legislation on Code-Taxation 

J. Administrative Legislation on Tax Appeals 

K. Exemption and Deduction Legislation 

L. ~andlord/Tenant Legislation 

M. Personal Property Tax Legislation (H.B. 89) (H.B. 379) 

1. Mobile Home Delinquency Legislation (H.B. 113) 

N. Approval of ~ules/~egulation Legislation 

0 .  Computation of New Levy on Tax Jurisdiction (H.B. 321) 

P. Assessment Classes Legislation 

Q. Property Tax Notice Legislation (H.B. 3 6 3 )  

R.  Pension Increase Legislation 

S. Business Inventory Legislation 

T. Tax Incentive for Declining Population 
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T h e r e  a r e  426 houses  i n  Columbus. I f  w e  add 5% (16)  o f  t h e  mobi le  

homes i n  S t i l l w a t e r  County t o  t h e  t o t a l  and e s t i m a t e  an  a d d i t i o n a l  

4 0  m u l t i f a m i l y  u n i t s ,  w e  have 482 d w e l l i n q  u n i t s  i n  t h e  c i t y  i t s e l f .  

I n  t h i s  e v e n t ,  t h e  r e s i d e n t s  o f  each  d w e l l i n g  u n i t  w i l l  be r e q u i r e d  

t o  pay a n  a v e r a g e  o f  $196.95 $94,930 i n  " rep lacement  t a x " .  Using 
( 4 8 2  

d a t a  from t h e  1 9 7 5  income t a x  a n a l y s i s  w e  f i n d  t h a t  S t i l l w a t e r  Couri ty 

r e s i d e n t s  had a n  a v e r a g e  a d j u s t e d  g r o s s  income 0 5  $6,645 and p a i d  an  

a v e r a g e  o f  $230 i n  s t a t e  income t a x .  U t i l i z i n g  t h i s  a v e r a g e  a d j u s t e d  

g r o s s  income, i t  a p p e a r s  t h a t  t h e  r a t e  f o r  r ep lacement  t a x  i n  Columbus 

( s c h o o l  d i s t r i c t  6 )  would have t o  be 2 . 9 6 %  (196.95 x  1 0 0 % )  which i s  
6645 

c o n s i d e r a b l y  h i g h e r  t h a n  t h e  a v e r a g e  2% f i g u r e  which h a s  been t h e  

s u b j e c t  o f  s o  much d i s c u s s i o n .  
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.~,uwa?xm ' ........................ We, your committee on -. .. ...........................,.... .....,., , , , , . . . .  ..................................... - 
' , ( 4  , ' , : 

, ,  a j . .  7 , . . , .  , 
., , , ,,, 1'. - ;  i , 
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U8f38E 141 having had under consideration ................................ . ,:,.... :.., , . . .  . . . . . .  , , . . . . . . .  Bilt No. ................. 
I ,  , -, 

,. , ., ., . . . .  ?!,( ' \ b  
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EZOUSE 141 .............. .... Respectfully report as follows: That .............................................................................................. , ,  .......... Bill No 1 

1, Amend page 4 ,  section 5, 1-8 7 and 8. 
Eollowingt * ~ o p a r t f  
S t r f k ~ :  'BY ---.-. APRIL 15 OF nlE YEAR FORWfUCB lPLIlP LB PBOVIDGD' 

; ,. - ' ' v ,  

2. mend page 4 ,  section 5, l ine  11- 
Pslloa~ing: "sou htu -3-x Insert: ', or u t iaa 30 days of Bi*Uibp* & th, (ow by the 
dapartxwut, whichaver i s  laterg , , ? *  
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STATE PUB. CO.  
Helena, Mont. 

....................... ..... .......?..... 
. . .  : Chairman. 
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