
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

April 11, 1977 

The sixty-sixth meeting of the committee was called to or- 
der on the above date in Room 415 of the Capitol Building by 
Chairman Mathers, at 9:10 a.m. 

ROI.,I, CALL: Roll call found Sens. Healy and Manning absent, 
excused. 

Sen. Watt introduced a number of amendments to HB3, con- 
tained in Exh. #l. He went through the list of amendments and 
explained each as it affected the bill. Following introduction 
of these amendments and the committee's inspection of them, they 
agreed to accept them. 

Sen. Watt then Moved Adoption of the Amendments in Exh. #1, 
to HB3. The motion carried unanimously. Note absence of Sens. 
Healy and Manning. 

Exh. # 2  was then distributed by Sen. Watt and contained 
therein were figures showing total yearly property taxes in the 
state, habitable property taxes, adjusted gross income and an 
explanation of the method of replacement tax. He then went to 
Exh. #3 which contained the formula used in arriving at the mill 
equivalents, by which the Revenue Department can set the mill 
levies for the counties. He showed how the revenues would be 
picked up if the AGI (Adjusted Gross Income) went down. He sta- 
ted that a bad year as far as AGI would affect only county tax, 
not school or city budgets. 

Sen. Watt then explained Exh. # 4  which is the Schedule of 
Implementation of HB3. Sen. Goodover asked about the bonding prob- 
lems that were brought up at the hearing by the Montana Taxpayers 
Association and Sen. Watt stated he did not believe there would 
be any problems in this regard. However, he said, if this should 
happen, he thought the matter could be brought to court and an or- 
der could be issued saying that the mill levies would continue to 
be levied on property. Sen. Goodover also asked about the collec- 
tion of taxes on the Indian Reservations. Sen. Towe asked about 
Special Improvement Districts and how they were to be handled. Sen. 
Watt replied the bill would not affect SID's. The point was also 
brought up that this tax is deductible from the Federal as well as 
the state income tax. 

The committee then discussed the problem of taxing properties 
and the inability of some people on fixed incomes to pay their 
taxes, thus often having to sell their homes. They discussed the 
probability that this tax will not touch out of state corporations 
renting properties within the state and they then considered amend- 
ing the bill to remove rental properties. However, there were prob- 
lems with this solution as well the committee concluded. 



At this point Sen. Watt announced he planned to move t.he 
bill and Chairman Mathers stated he had the proxy vote of Sens. 
I ica ly  and Manning, both of whom indicated they would cast a 
"Yes" vote to get the bill out of committee. 

DISPOSITION: Sen. Watt Moved HB3 As Amended, Be Concurred 
In. A-roll call vote was taken which resulted in a 6-4 vote, 
thus the motion carried. 

The committee then discussed HB434 again as it relates to 
Sen. Manley's sprinkler irrigation system bill. They discussed 
the present laws relating to such exemptions and suggested amend- 
ments to the bill. They decided to first discuss the bills with 
Sen. Manley and Rep. Williams before taking any action on H8434. 

Following this decision, the meeting was adjourned. 

WILLIAM MATHERS CHAIRMAN 
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RE: HB 3 
Figure Rounded 

Total yearly property taxes 

Ilal~itable property taxes 

To be replaced - 1st yr. 1/2 

Total adjusted gross income 

A.G.I. subject to withholding 

A.G.I. of self-employed and retired 

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. Remaining $8M will 

be  collected after Income Tax Reports are filed April 15, 1979. T h e  

$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. 
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OUTLINE OF HOUSE BILL # 3  

Pdye -- Section 

1 1 Short Title 

1. 2 ~eclaration of Purpose 

2 3 Definitions 
(1) Habitable property 
(2) Total personal income 
(3) Governmental unit 
(4) Department 
(5) Mill-equivalent 

Duties of the department 

Duties of county officials 
(1) County Assessors 
( 2 )  County Commissioners 
( 3 )  County tax appeals boards 
(4) Other county, city 6 town officials 

Withholding 

Nature of funds, disbursement to counties 

Introductory period 

Penalty 

Collection of delinquent taxes 

Taxpayers not subject to withholdi!zc,, 

Information to Tenants 

Applicability to e x i s t i - n g  law 

Divulging information unlawful 

Severability 



I SCIIED[ILE O F  IMPLEMENTATION H.  B. 3 

The A c t  t a k e s  e f f e c t  

Wi thho ld ing  o f  1% b e g i n s  

f i r s t  Monday i n  March Department  h a s  h a b i t a b l e  p r o p e r t y  
Monday i n  J u l y  1978 l i s t e d  s e p a r a t e l y  when making r e p o r t s  

r e q u i r e d  by 84-503 - - 

:; k -011d hlonday i n  August  1978 Taxab le  v a l u a t i o n s  a r e  f i n a l i z e d  and 
m i l l  l e v i e s  c a l c u l a t e d  

H a b i t a b l e  p r o p e r t y  t a x  s t a t e m e n t s  a r e  t o  
b e  s e p a r a t e l y  p r e p a r e d  and c o n t a i n  n o t i c e  
t h a t  o n l y  t h e  f i r s t  o n e / h a l f  i s  t o  be  p a i d  

F i r s t  h a l f  p r o p e r t y  t a x  payments due 

l u a r y  1, 1979 Wi thho ld ing  o f  2 %  b e g i n s  
- 

I n  s p r i n g  and s u m m e r  o f  1979 

I 
A p r i l  1 5 ,  1979 and e a c h  

t h e r e a f t e r  

b e f o r e  J u n e  20, 1979 
and e a c h  y e a r  t h e r e a f t e r  

r b e f o r e  J u l y  5 ,  1979 
and each  y e a r  t h e r e a f t e r  

Update h a b i t a b l e  p r o p e r t y  f i l e s  b u t  send 
s t a t e m e n t s  o n l y  f o r  s p e c i a l  t a x i n g  d i s t r i c t  

On o r  b e f o r e  t h i s  d a t e  t a x p a y e r s  send  Incon 
Tax r e p o r t s  t o  t h e  Dept.  o f  Revenue 

Dept.  o f  Rev, m a i l s  r e p l a c e m e n t  t a x  
s t a t e m e n t s  t o  a l l  t a x p a y e r s  

Replacement t a x  d u e ,  i f  a n y ,  is p a i d  t o  
Dept.  o f  Revenue 

id o r  b e f o r e  August  1, 1979 O f f i c i a l  e s t i m a t e s  o f  A . G . I .  f o r  t h e  
d n d  each y e a r  t h e r e a f t e r  c u r r e n t  y e a r  f o r  e a c h  governmenta l  u n i t  

a r e  r e p o r t e d  t o  p r o p e r  o f f i c i a l s  

4 o r  b e f o r e  August  1, 1979 - > T h e  Depb. d e t e r m i n e s  t h e  m i l l - e q u i v a l e n t  
and each  y e a r  thereafter--7The Dept.  s e n d s  t o  c o u n t i e s  a l i s t  of  

I d e l i n q u e n t  t a x p a y e r s .  

Second Monday i n  August ,  1 9 7 9  Taxab le  v a l u a t i o n s  a r e  f i n a l i z e d  and m i l l  

'4" e a c h  y e a r  t h e r e a f t e r  l e v i e s  and  m i l l - e q u i v a l e n t s  are  c a l c u l a t e d  

o r  b e f o r e  September 30,1979 Taxpayers  - mt s u b j e c t  t o  w i t h h o l d i n g  s h a l l  
A -ii e a c h  y e a r  t h e r e a f t e r  pay t o  t h e  Dept.  o f  Revenue 28  o f  t h e i r  

I income f o r  f i r s t  s i x  months o f  year 

October  1979 and e a c h  y e a r  - 

P e r e a f  t e r  

S h o r t l y  a f t e r  A p r i l  15,1980 

H a b i t a b l e  p r o p e r t y  t a x  s t a t e m e n t s  a r e  mail.- 
e d  o n l y  f o r .  s p e c i a l  t a x i n g  d i s t r i c t  t a x e s  

The Dept. o f  Rev. r e c o r d s  t h e  A . G . I .  r e p -  
o r t e d  from each t a x i n g  j u r i s d i c t i o n  a n d  
compares i t  w i t h  t h e  o f f i c i a l  e s t i m d t c s  o f  
t h e  p r e v i o u s  J u l y .  S l i g h t  a d j u s t m e n t s  i n  
t h e  a l r e a d y  d e t e r m i n e d  m i l l - e q u i v a l e n t s  
a r e  t h e n  made i n  o r d e r  t o  o b t a i n  t h e  e x a c t  
number o f  d o l l a r s  needed t o  meet t h e  
budget. 

dst o f  t h e  above d a t e s  a r e  t h o s e  u s e d  a t  p r e s e n t .   his s c h e d u l e  shows 
. - a  . .  Zj . .&-rn  



STANDING COMMITTEE REPORT 

PIUSID~~AJ'I' ............................................................... M R 

TAXATIOld We, your committee on ........................................................................................................................................................ 

3 ................. having had tinder consideration ................................................................................................... ' Bill No. 

HOUSE 3 ...... ........... Respectfully report as follows: That ............................................................................................................ Bill No !. 
third reading b i l l ,  be mended as follows: 

1. Anlend paye 2 ,  section 3, line 17. 
Pollowi ng ; "propertyw 
S t r i k e :  w i n  any yeara 
Insert: *at any time" 

2 .  Amend page 5 ,  section 3 #  line 11. 
Following : "12COM.X" --- 
Insert: "of a taxpayar, or a taxpayer and spouse filing jo in t ly ,"  

3. Amend page 5 ,  eection 4 ,  l i n e  21. 
Following: l ina 21 
I n s e r t :  "fraction 4 .  Deductfile on income t i ax  return, The tax paia 
under this act f s  deductible,  wlresn r@poxted, against; income for purposes 
of T i t l e  84, chapter 4 9 ,  in the  Baastnsr trues on personal and other 
real property are daductibls." 
Renmbor: follawfny sections. 

................................................................................................. . 
, . Chairman. 

STATE PUB. C O .  
Helena. Mont .  



kaga 2 
i i3USE BILL 3 

A p r i l  11, 1977 
TAUTIOiJ COW~lXTTEiL 

4 .  Aiicnd paya 6 ,  s e c t i o n  4 ,  line 12. 
Following: "board" 
Insert; " r  exc~pt that dacieionw s f  t h e  department on l e g a l  reaidenca 
may be appealed d i r e c t l y  to t h e  state  tax appeal board onlyn 

5. Anra~ld page 9,  s a c t i o n  4 ,  line 1. 
Followings l i n e  1 
Insert: " (10) Tha d e p a r t w n t  shall revise otata i n c o m  tax return fornu 
t o  require i d e n t i f i c a t i o n  a2 a taxpayer's elementary 6chool dietriot of 
rstaidonce and whather h i s  primary rouros o f  inconre waa rrulject to w i t h -  
ao ld inj  during the pravious taxable year, The department ahall u t i l i z e  
tho  informareion oo furnished for the gurpoao of adminis te r ing  ttlira act." 

6 .  Amend page 8, seation 5, l i n e o  2 through 24.  
Pollowing t * (I) 
S t r i k e s  "The county asmesaor rhrll mail on or before February 20, 1 9 7 9 ,  
arnd aach yoar thereafter to every prsraon in tlm uoru~ty required to file 
a r e t u r n  under this act and who may n o t  b an the l i a t  to receive3 a atatej  
irtcws Cilx form from the derpnrtxmnt of  revcanuo a brief form whFclr he: shal l .  
also have a v a i l a b l e  t o  h i e  o f f i a e  far the general public, togetlaor with 
printed instruction@ and a strong, ""I ue xeturn envelope addrestsea to the 
yro2er s e c t i o n  of t h e  department i n  He ma. The dsgartursnt s h a l l  also 
enoloec t h i s  form with t h e  s tate income tax fom. On t h i e  form the t a x -  
pays 91ra3.3, provide name, abdrcam~, social acecuxity numbers of himself and 
siJaueu, school distr iat ,  city or town, an4 total personal income. us s h a l l  
also i n d i c a t a  i n  tilo space providsd for that putpoeea whather or not his 
incoine was subject to withholding for  t l ~ a  previoua taxable yoar. The-tatak 
pcr~anaf-fneem-eka%k-be-?kt~)mk~ed-aeaeird4ng-~-the-eatage~~e~-i&~ted~-~~ 
sacC&aa-3-fQ+r Failure to racaive the necessary foxm by mail  dooa not 
axcuse an i n d i v i d u a l  from scouring a form and making a report. Pha-germs 
and-&~~tractLans-ah~kt-e~pfetn-th(tt-th~-teIsa3:-p~1~sena~-Qnaem~~~~qu~~~s-tn~ 
f n ~ ~ ~ ~ ~ ~ n - e ~ - ~ ~ ~ e ~ ~ ~ : ~ f ~ ~ ~ - n 1 6 1 r ~ ~ 1 1 ~ d : ~ d 0 d - & ~ - d c r d ~ ~ ~ ~ - @ ~ - ~ ~ 8 ~ 8 - ~ ~ ~ ~ f n ~ ~ ~ ~ n d  
every-rasfdsntt* 

7 -  Amtvnd page 9, s e c t i o n  5, line 5. 
$allowing: "reraidant." 
I n s e r t :  &The department may oxtend this f i l i n g  dead l ine  for good cause 
i 3 iAoWl1 ,  for up to tlures raantha, with payaent of a late f i l i n g  fee aqua1 t o  
threu- four th8  of I% of the tax due added for e6ch month the return is l a to ."  

2. Amand paye 9, section 5 ,  line 16. 
Fo1Zwiiny; "detern~ine" 
Striker "questionr as to  legal reaidencs of taxpayers," 

3 .  AnunJ page 16, s e c t i o n  10, l iner  20 through 23. 
k'ullowiny t "due. ' 
s tr ike;  "When a taxpayer beclomem dal inguent ,  We c o n f i d e n t i & l i t y  wliich t t w  

dat.urtmont i e  rerquirsd by law to maintain does no t  flapply after the matter 
i a  glacad i n  the  hands of the aounty attorney." 



April 11, 1977 
TAYATIO;J C0MMITTUk; 

LO. Amend yaye 2 0 ,  scation 14, lfnee 8 and 9. 
Following: " 8 4 - - 4 9 3 1 "  
Strikes "and in [aec t ion  10 of this act]" 




