
HOUSE TAXATION COMMITTEE 

4 6 t h  L e g i s l a t u r e  

R e p r e s e n t a t i v e  Herb Huennekens c a l l e d  t h e  meet ing t o  o r d e r  on January  11, 
1979, i n  Room 434,  C a p i t o l  B u i l d i n g ,  Helena,  Montana, a t  9 : 0 0  a . m .  A l l  
members were  p r e s e n t  excep t  R e p r e s e n t a t i v e  V i c k i  Johnson. Randy McDonald 
S t a f f  A t t o r n e y ,  was p r e s e n t .  

B i l l s  t o  be  heard  were  HB 8 5  and 86.  
\ .  

R e p r e s e n t a t i v e  E.N.Dassinger took  chai rmanship  of t h e  committee.  

Rep. Herb Huennekens, D i s t r i c t  #68,  B i l l i n g s ,  sponsor  of House B i l l  85 ,  s a i d  
t h e r e  i s  a  whole s e r i e s  of new s e c t i o n s  because  of d r a f t i n g  p e c u l i a r i t i e s  
when amending s t a t u t e s .  

HOUSE BILL Two y e a r s  t h e  I n t e r i m  Revenue O v e r s i g h t  Committee was c r e a t e d  
a s  a  s t a t u t o r y  committee t o  d e a l  w i t h  a  depar tment  of s t a t e  

8 5 government t h a t  h a s  t h e  g r e a t e s t  e f f e c t  on every  c i t i z e n .  
There  i s  a  l a r g e  a r e a  of c o n t a c t  between t h e  Department of 

Revenue and s t a t e  government.  The l e g i s l a t u r e  mee t s  eve ry  two y e a r s ,  c r e a t e s  
a bunch of l a w s ,  and t h e n  goes  home. The e x e c u t i v e  branch p roceeds  t o  ad- 
m i n i s t e r  t h e  laws.  The Revenue Overs igh t  Committee rev iews  t h e  a d m i n i s t r a t i o n  
of t h e  law. The q u e s t i o n  i s  whether  t h e  depar tment  should  b e  reviewed by 
t h e  O v e r s i g h t  Committee. 

HB 85 makes i t  c l e a r  t h a t  t h e  Overs igh t  Committee w i l l  have t h e  d u t y  of over-  
s e e i n g  t h e  Department of Revenue. The o r i g i n a l  b i l l  passed i n  1975 had a  
s u n s e t  p r o v i s i o n  which s a i d  "prove you can  do something worthwhi le .  I f  you 
can do t h e  j o b ,  come back and g e t  i t  c o n t i n u e d . "  HB 85 e x t e n d s  and ends  t h e  
temporary p o r t i o n  o f  t h e  f i r s t  b i l l .  Pages  5 ,  6  and i n t o  7 d e a l  w i t h  an  
amendment of t h e  s t a t u t o r y  p r o v i s i o n s  t h a t  govern t h e  a d m i n i s t r a t i v e  code 
s o  t h e y  do n o t  c o n f l i c t .  O ther  pages  a r e  a  r e p e a t  of  what was c o n t a i n e d  
i n  t h e  f i r s t  b i l l .  

Rep. Fabrega ,  D i s t r i c t  #44,  Grea t  F a l l s ,  se rved  on t h e  Revenue Overs igh t  
Committee d u r i n g  t h e  i n t e r i m .  B i l l s  of g r e a t  magni tude on t a x a t i o n  were  
handled w i t h  t h e  concept  of t h e  Revenue O v e r s i g h t  where c o n t i n u a t i o n  of t h e  
concept  of b i l l s  i s  n e c e s s a r y .  Extremely complex i t e m s  were c o n s i d e r e d  - 
e v e r y t h i n g  is  i n t e r c o n n e c t e d .  It seems e a s y  enough t o  change something and 
p r e t t y  soon t h e  c h a i n  of e f f e c t  t a k e s  p l a c e .  I t  i s  d i f f i c u l t  f o r  any s e s s i o n  
t o  c a r r y  on w i t h o u t  con t inued  s t u d i e s .  There  cou ld  have been a d d i t i o n a l  
mee t ings  t o  c o n t i n u e  c e r t a i n  a s p e c t s  b u t  hav ing  some kind of o v e r s i g h t  of 
t h e  depar tment  was b e n e f i c i a l .  E s t a b l i s h i n g  e q u i t y  and making t a x a t i o n  
u n d e r s t a n d a b l e  t o  t h e  t a x p a y e r  canno t  b e  c a r r i e d  o u t  w i t h o u t  such  an over-  
s i g h t  commit tee .  

John Vincen t ,  cosponsor  of t h i s  l e g i s l a t i o n  i n  t h e  beg inn ing ,  and s i g n e r  
of t h i s  b i l l  i s  r e a l l y  i n  s u p p o r t  of t h e  p r i n c i p l e  of t h i s  b i l l .  He s a i d  
he had never  worked on a  committee t h a t  was more c o o p e r a t i v e  and because  
of t h e  b i p a r t i s a n s h i p  n a t u r e  of i t .  The make up of committee members i s  
on t a x  e x p e r t i s e .  The b u l k  of members comes from t a x a t i o n  commit tees  i n  
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t h e  House and S e n a t e  t h e r e b y  u t i l i z i n g  peop le  who a l r e a d y  have e x p e r i e n c e  
i n  t a x a t i o n .  He t h i n k s  peop le  should  come and e x p r e s s  t h e i r  o p i n i o n s  
d u r i n g  t h e  i n t e r i m .  T h i s  committee p r o v i d e s  c i t i z e n  a c c e s s  o t h e r w i s e  
no t  a v a i l a b l e .  It p r o v i d e s  t h e  b a s i s  f o r  p r o v i d i n g  a  forum f o r  new i d e a s .  
When something comes up t h a t  h a s n ' t  a r i s e n  d u r i n g  t h e  s e s s i o n ,  i t  can  b e  
p laced  i n t o  t h e  works b e f o r e  t h e  n e x t  s e s s i o n .  

The O v e r s i g h t  Committee made no recommendation on t h e  index ing  of  income 
t a x e s  because  t h e r e  was n o t  enough t ime  t o  p u t  it  i n t o  l e g i s l a t i o n .  The 
Committee had t o  p r o v i d e  t h e i r  own fund ing .  It w i l l  be  n e c e s s a r y  t o  have 
a  s p e c i f i c  a p p r o p r i a t i o n  and j u s t i f y  i t  by p r o v i d i n g  t h e  l e g i s l a t u r e  a  
check on a d m i n i s t r a t i o n  of t a x a t i o n  laws adop ted .  He w h o l e h e a r t e d l y  sup- 
p o r t s  t h i s  l e g i s l a t i o n .  

B i l l  G r o f f ,  Department of Revenue, l a r g e l y  s u p p o r t s  t h i s  b i l l .  He f e e l s  i t  
i s  a n  o u t s t a n d i n g  f e a t u r e  f o r  t h e  l e g i s l a t u r e ,  and i s  a v e r y  e s s e n t i a l  
t h i n g ,  b u t  shou ld  n o t  b e  an  e x e c u t i v e  b ranch  of government. There  w i l l  be  
d i s a g r e e m e n t s  between t h e  committee and t h e  e x e c u t i v e  g ranch ,  b u t  t h e  Com- 
m i t t e e  shou ld  b e  s t r i c t l y  a n  a d v i s o r y  group.  What t h e  l e g i s l a t i o n  s a y s  
must b e  what you mean. The Department of Revenue does  want a n  o v e r s i g h t  
committee v e r y  bad ly .  

Rep. Rober t  S i v e r t s e n ,  a  member of t h e  Overs igh t  Committee, s a i d  t h i s  is  a  
good example of t h e  way o u r  sys tem works. Committee members d i d  n o t  a lways  
a g r e e  on t h e  p r o p o s a l s  b rough t  up and some were  v e r y  s e r i o u s  t a x  measures ,  
b u t  t h e r e  was a  r e s p e c t f u l  and c o n g e n i a l  a t t i t u d e .  It i s  n e c e s s a r y  t o  have 
pe r sons  who do n o t  a lways  a g r e e  who can compromise, come i n  w i t h  an  open 
mind, d e l i v e r a t e  and c o n s i d e r  v e r y  openly .  He f e l t  i t  was a  v e r y  worth- 
w h i l e  commit tee .  

Rep. Wi l l i ams ,  a member of t h e  committee,  s a i d  t h e  Conmit tee  p r o v i d e s  a  l i n e  
of communication between t h e  L e g i s l a t u r e  and t h e  Department of Revenue 
which is v e r y  impor tan t  and something which h a s  been l a c k i n g  i n  y e a r s  gone 
by,  e s p e c i a l l y  i n  t h e  c a s e  of r u l e s  and r e g u l a t i o n s  between peop le  invo lved  
i n  c l a i m s  w i t h  t h e  Department.  Gives  them some gu idance  t o  f o l l o w .  Resea rch  
done i s  v e r y  i m p o r t a n t .  The Overs igh t  Committee i s  i n  a  b e t t e r  p o s i t i o n  t o  
d o  r e s e a r c h  and i n t e r p r e t  l e g i s l a t i o n  t h a t  i s  a l - ready i n  t h e  law books. H e  
f e e l s  i t  i s  an ex t remely  impor tan t  t o o l  a s  a  l i n e  of  c o o p e r a t i o n  between 
Department of Revenue and t h e  L e g i s l a t u r e .  P r o p e r l y  s e t  up i t  c e r t a i n l y  
j u s t i f i e s  i t s  e x i s t e n c e .  

There  were no opponents .  

Rep. Huennekens c l o s e d  s a y i n g  h e  was t h e  o r i g i n a l  sponsor  of t h e  b i l l  and 
Chairman of t h e  O v e r s i g h t  Committee. He had n o t  asked anyone t o  speak  on 
t h i s  measure  because  he  wanted t h e  Committee members t o  speak on t h e i r  own. 
Chairman of t h e  Committee does  n o t  a p p o i n t  t h e  whole committee. The Speaker  
of t h e  House and t h e  Committee on Committees i n  t h e  S e n a t e  a p p o i n t  members. 
T h i s  p r a c t i c e  w i l l  b e  c o n t i n u e d .  Th i s  Committee works f o r  a  b e t t e r  r e l a t i o n -  
s h i p  between t h e  S e n a t e  and House. House members s a t  w i t h  S e n a t o r s  and 
worked w i t h  them and have ach ieved  a  working r e l a t i o n s h i p  w i t h  t h e  S e n a t e .  
Very w e l l  wor thwhi le .  

Rep. Fagg asked how many b i l l s  were handled d u r i n g  t h e  i n t e r i m :  A t  l e a s t  
6 o r  7 major i s s u e s  were c o n s i d e r e d  - 40 b i l l s  were reviewed. 
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The Committee was w e l l  aware t h a t  t h e i r  f u n c t i o n  w a s  t o  p r o v i d e  a  c r i t i q u e  
of t h e  f u n c t i o n  of t h e  Department,  and t h a t  t h e i r  a c t i o n s  were t h a t  of a  
committee and n o t  t h e  whole L e g i s l a t u r e .  

The Committee had an a p p r o p r i a t i o n  of $30,000 f o r  t h e  i n t e r i m .  They met 
about  every  two months t o  a l l o w  f o r  review of in format ion  s u p p l i e d  by 
r e s e a r c h e r  and Department. The Committee had a c c e s s  t o  t h e  Research De- 
par tment  of t h e  DoR. T h i s  t ime  allowed t h e  members t o  have a  chance t o  
rev iew m a t e r i a l  more c a r e f u l l y .  

I n  answer t o  Rep. Robbins,  M r .  Groff  s a i d  t h e i r  Lega l  D i v i s i o n  i s  review- 
 in^ EB 85 and may have amendments. The Department does  n o t  want two b o s s e s .  
$30,000 was a good s t a r t i n g  f i g u r e ,  bu t  t h e y  w i l l  need a  g r e a t  d e a l  more. 
The knowledge i n  t h e  Department of Revenue i s  l a r g e ,  b u t  t h e y  a r e  approach- 
i n g  t h e  t ime  when t h e  whole t a x i n g  system needs  t o  be  reviewed by t h e  Over- 
s i g h t  Committee t o  f i n d  o u t  how much t h e  t a x e s  a f f e c t  you, t h e  i n d i v i d u a l .  
The O v e r s i g h t  Committee i s  n o t  t o o  f a r  from t h e  t ime  $150,000 w i l l  b e  
needed. T h i s  h a s  never  been done,  bu t  t h e  t ime  i s  coming when an  a d v i s o r y  
r e l a t i o n s h i p  w i l l  be ex t remely  v a l u a b l e ;  bu t  i f  i t  goes  t h e  o t h e r  way, i t  
would o n l y  c a u s e  t r o u b l e .  

Rep. H i r s c h  mentioned t h e  Department of Revenue t a k e s  some problems t o  
c o u r t  i n  an  e f f o r t  t o  b r i n g  o u t  l e g i s l a t i v e  i n t e n t .  

Rep. Huennekens s a i d  t h e  people  s i t t i n g  on t h e  Taxa t ion  Committees a r e  b e s t  
s u i t e d  t o  s e r v i n g  on t h e  Revenue Overs igh t  Committee. R e  asked how t h e  
members f e l t  about  t h i s  r u l e .  A s  f a r  a s  t h i s  p r e l i m i n a r y  a d v i s o r y  f u n c t i o n  
goes ,  should  i t  r e s i d e  i n  t h e  Taxa t ion  Committee? 

M r .  Groff  was 95% i n  f u l l  agreement.  P r e s e n t  committee i s  o u t s t a n d i n g .  
There  w i l l  come a  t ime  when t h e  Department and t h e  Committee may d i s a g r e e .  
He d o e s n ' t  l i k e  t h e  words " a d m i n i s t r a t i v e  law". The L e g i s l a t u r e  p a s s e s  a  
b i l l  and s a y s  t o  w r i t e  a  r u l e  accord ing  t o  d i r e c t i o n s  i n  t h e  law: t h i s  makes 
f o r  p o t e n t i a l  d i sagreement .  M r .  Groff  h a s  no problem w i t h  some l e g i s l a t i v e  
committee reviewing t h e  r u l e s ,  bu t  he  p r e f e r s  a  Revenue Overs igh t  Committee 
t o  rev iew t h e  r u l e s .  

R e p r e s e n t a t i v e  Herb Huennekens, D i s t r i c t  #68,  B i l l i n g s ,  sponsor of HB 86 ,  
asked t h e  committee t o  k i l l  t h i s  b i l l .  It was o r i g i n a l l y  prepared by t h e  

Department,  and i s  a  f i r s t  r u n  a t  t h e  problem The Department 
HOlJSE BILL has  a  b e t t e r  versi0.n.  He sugges ted  t h e  committee Tab le  HB 86.  

8 6 M r .  Groff  exp la ined  they  had a  rought  d r a f t  and a  f i n a l  d r a f t  
and he  i n a d v e r t e n t l y  brought  over  t h e  rough d r a f t ;  a f t e r w a r d s  

b r i n g i n g  over  t h e  f i n a l  d r a f t .  He apo log ized  f o r  t h e  inconvenience.  

There  were no opponents .  

X r .  V r a l s t e d ,  Department of Revenue, income t a x  d i v i s i o n ,  s a i d  t h e  purpose  
i s  t o  c l a r i f y  t a x e s  on income t a x  and t r u s t s .  There  i s  t o o  much more t o  
t h e  problem than  p r e s e n t  law comprises .  
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Committee e x e c u t i v e  s e s s i o n : -  

Rep. Huennekens moved t h a t  House B i l l  86 b e  Tab led ,  Unanimously adop ted ,  
R e p r e s e n t a t i v e  Johnson Was a b s e n t ,  

Rep .  Fagg moved t h a t  House B i l l  20 DO PASS. Motion was unanimously adop ted ,  
Rep. Johnson was a b s e n t .  

Rep .  Fagg made a  motion t h a t  HB 20 be p laced  on t h e  consent  c a l e n d a r  s u b j e c t  
t o  r u l e s  of t h e  f l o o r , .  

Rep.  Underdal ques t ioned  a d v i s a b i - l i t y  of doing t h i s  wi thou t  a f i s c a l  n o t e ,  
Rep. Fagg adv ised  HB 20 has  o n l y  a  $ 6  o r  $ S  e f f e c t  on revenue.  Motion was 
unanimously adop ted .  Rep. Johnson was a b s e n t .  

Committee adjourned a t  10:15 a ,m,  

ATIVE HERB HUENNEKENS, Chairman 




