
HOUSE TAXATION COMMITTEE 

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

The mee t ing  w a s  c a l l e d  t o  o r d e r  by R e p r e s e n t a t i v e  Herb Huennekens, Chairman, 
a t  8:30 a.m.,  J a n u a r y  1 2 ,  1979,  i n  room 434, C a p i t o l  B u i l d i n g ,  Helena,  MT. 
A l l  members were  p r e s e n t .  

House b i l l s  63 and 64 were  t o  b e  hea rd .  House B i l l  80  was t o  b e  hea rd  a l s o ,  

& p r e s e n t a t i v e  E.N.Dassinger,  F o r s y t h ,  sponsored House B i l l  63 a t  t h e  r e q u e s t  
of t h e  Department of  Highways. HB 63 would r a i s e  revenue f o r  matching f u n d s  
w i t h  a  $1.4  b i l l i o n  f e d e r a l  fund w i t h  which t h e  i n t e r s t a t e  highway was t o  b e  P 

b u i l t ,  b u t  which,  s o  f a r ,  o t h e r  s t a t e s  had n o t  a p p l i e d  f o r .  

HOUSE BILL How much can be  accomplished i n  complet ing t h e  i n t e r s t a t e  
highway sys tem w i t h i n  t h e  4 y e a r s  f o r  which t h e  f e d e r a l  

6 3 fund was e s t a b l i s h e d  depends upon matching f u n d s .  The high-  
way depar tment  f e e l s  t h i s  can b e  accomplished i n  t h e  r e q u i r e d  

t ime,  o r  s h o r t l y  t h e r e a f t e r ,  i f  t h e y  have enough matching fund money and can  
complete  a l r e a d y  s t a r t e d  e n g i n e e r i n g ,  p l a n n i n g ,  and rights-of-way purchases .  
However, w i t h o u t  a  d i s c r e t i o n a r y  fund t h e y  f e e l  t h e y  w i l l  never  b e  a b l e  t o  
g e t  t h i s  highway f i n i s h e d  a s  hoped,  T o t a l  c o s t  t o  t h e  s t a t e  i s  going t o  b e  
q u i t e  d i f f e r e n t  i f  we have t o  match a t  t h e  r a t i o  o f  approx imate ly  9% s t a t e  
funds  and t h e  f e d s  pu t  i n  91% a t  t h i s  t ime .  Need $2.5  m i l l i o n  p e r  y e a r  i f  
we j u s t  match a l l o c a t i o n ,  b u t  would need i t  i n d e f i n i t e l y  i f  we d o n ' t  g e t  
i n t o  t h i s  d i s c r e t i o n a r y  s o u r c e .  P r e s e n t  funds  j u s t  manage t o  keep up t h e  
r o a d s  a l r e a d y  b u i l t .  The i n t e r s t a t e  system r e d u c e s  a c c i d e n t s ,  p r o p e r t y  
damage and d e a t h s .  

J i m  Murry, AFL-CIO r e p r e s e n t a t i v e ,  s u p p o r t s  HB 63. See  t e s t imony .  

J i m  Manion, Montana AAA, s u p p o r t s  m a i n t a i n i n g  a  h e a l t h y  highway t r u s t  accoun t  
s o  t h a t  t h e  s t a t e  can t a k e  c a r e  of  t h e  f e d e r a l  matching funds  as t h e y  become 
a v a i l a b l e .  Suppor t  HB 63 provided t h a t  t h e  funds  a r e  earmarked f o r  complet ion 
of t h e  i n t e r s t a t e  sys tem and o p e r a t i o n  and maintenance f o r  t h a t  system. They 
a r e  p ropos ing  a n  amendment t o  t h a t  e f f e c t .  The highway depar tment  would b e  
i n  f a v o r  of t h e  1~ going  s o l e l y  f o r  t h e  comple t ion  of  t h e  i n t e r s t a t e  sys tem.  

Ed Nelson,  Montana Taxpayers  A s s o c i a t i o n ,  Helena,  s u p p o r t s  HB 63. I f  you 
check  your  budget  document t h e r e  is  i n  t h e  g o v e r n o r ' s  budget a  t r a n s f e r  of 
funds  from t h e  highway depar tment  t o  o t h e r  g e n e r a l  o b l i g a t i o n  funds .  Suppor t  
HB 63 a s  l o n g  a s  they  know t h a t  highway funds  a r e  n o t  be ing  t r a n s f e r r e d  from 
t h e  highway accoun t  t o  o t h e r  funds .  

R e p r e s e n t a t i v e  Dass inger  c l o s e d .  q u e s t i o n s  from t h e  committee:- 

Rep. Fagg q u e s t i o n e d  why t r a n s f e r  of  funds  is  b e i n g  made. M r .  Beck, a t t o r n e y  
f o r  t h e  highway depar tment ,  s a i d  t h i s  was sugges ted  by t h e  budget depar tment  
and n o t  t h e  highway depar tment .  There  i s  a  highway t r u s t  fund and t h e y  p i c k  
up 50% of highway t r u s t  funds .  OBPP s a i d  abou t  $60 m i l l i o n  i s  invo lved .  The 
1 C  g a s  t a x  would r a i s e  about  $ 5  m i l l i o n  p e r  y e a r .  Randy McDonald, s t a f f  
a t t o r n e y  i s  t o  g e t  more i n f o r m a t i o n  on t r a n s f e r  of  f u n d s .  
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R e p r e s e n t a t i v e  Wil l iams asked N o r r i s  N i c h o l s ,  Motor V e h i c l e  F u e l  Tax G i v i s i o n  
abou t  t h e  46' f i g u r e  on page 6, l i n e s  6 and 7 ,  who exp la ined  a n y t h i n g  lower  
than  t h a t  comes under  a  s e p a r a t e  accoun t  - above i s  t r e a t e d  as a g a s o l i n e  and 
below t h a t  i s  d i e s e l  f u e l s  s p e c i a l  f u e l s  such  a s  propane.  LPT is exempt from 
t h e  a c c o u n t .  Rep. Wi l l i ams  sugges ted  t h e  r e s e a r c h e r  should  check  on t h i s  
a s  he  b e l i e v e s  t h e  s t a t e m e n t  i s  n o t  t e c h n i c a l l y  c o r r e c t .  

R e p r e s e n t a t i v e  Nordtvedt  asked i f  $5 m i l l i o n  of s t a t e  funds  would g e t  abou t  
$45 m i l l i o n  from f e d e r a l  funds ,  what would b e  done w i t h  more monies t h a n  were  
needed t o  match were  r a i s e d .  M r .  Beck s a i d  t h e  e x t r a  money would go t o  t h e  
g e n e r a l  fund a t  t h e  p r e s e n t  t ime .  

R e p r e s e n t a t i v e  S i v e r t s e n  mentioned t h e r e  were no f u n d s  i n  t h e  highway 
accoun t  a t  t h e  p r e s e n t  t i m e  f o r  t h i s .  M r .  Beck s a i d  i f  they  had t o  f i n d  
money i n  e x i s t i n g  f u n d s  o t h e r  programs would have t o  b e  p e n a l i z e d  f o r  t h a t .  
T r a n s f e r r i n g  of $6 m i l l i o n  t o  s u p p o r t  t h e  highway p a t r o l  and t h e n  a s k i n g  
f o r  $5 m i l l i o n  t o  b e  r a i s e d  f o r  matching funds  was q u e s t i o n e d .  

M r .  Beck s a i d  t h e  S t a t e  of Montana Highway Department h a s  t h e  o p p o r t u n i t y  
i n  a  s h o r t  p e r i o d  of t ime  t o  d i p  i n t o  d i s c r e t i o n a r y  f u n d s  and need t h e  
money t o  do t h i s .  I f  t h e  committee wishes  t h i s  p a r t i c u l a r  r e q u e s t  f o r  1~ 
i n c r e a s e  f o r  t h i s  purpose ,  c e r t a i n l y  t h o s e  i n  t h e  depar tment  have no problem 
w i t h  t h a t .  

Rep. Fagg s a i d  i t  l o o k s  l i k e  we a r e  p u t t i n g  1 C  g a s  t a x  on t o  s u p p o r t  t h e  
highway p a t r o l .  

R e p r e s e n t a t i v e  R e i c h e r t  asked how many s t a t e s  have t o  complete  t h e  i n t e r s t a t e .  
There  a r e  t e n  f i n i s h e d  and t h e  r e s t  s t i l l  have t o  go.  The Grea t  F a l l s  Tr ibune  
had a  p i c t u r e  showing Montana w i t h  100 m i l e s  t o  go and o t h e r  s t a t e s  w i t h  none. 
Would c o n s t r u c t  174% m i l e s  more i n  Montana - h a l f  between Helena and Grea t  
F a l l s  and a n o t h e r  comple te ly  u n s t a r t e d  p r o j e c t .  

R e p r e s e n t a t i v e  Fabrega s a i d ,  u s i n g  a  10% i n f l a t i o n  r a t e ,  i t  would t a k e  3  
y e a r s  on $104,000 b a s i s  o r  4 y e a r s  on a n  $80,000 b a s i s .  Ac tua l  c o n s t r u c t i o n  
c o s t s  index ing  i s  go ing  h i g h e r  and f a s t e r  t h a n  10% f a c t o r  o v e r  a 3-year 
p e r i o d .  Montana would need abou t  1 / 5  of  t h e  $ 1 . 4  b i l l i o n  f e d e r a l  fund.  Is 
i t  a  f i r s t  come, f i r s t  se rved  s i t u a t i o n ?  M r .  Beck s a i d  Montana would have 
t o  have t h e  p r o j e c t s  r eady  and t h e  s t a t e  funds  t o  match i n  o r d e r  t o  q u a l i f y .  
The pot  came from funds  o t h e r  s t a t e s  have been u n a b l e  t o  u s e  and t h e y  d o n ' t  
have t h e  a b i l i t y  t o  g e t  i n t o  t h e  p o t .  There  w i l l  b e  r e l a t i v e l y  few s t a t e s  
t h a t  can g e t  i n t o  t h e  p o t .  Montana has  r e c e i v e d  $16.5 m i l l i o n  from t h i s  p o t  
a l r e a d y  t h i s  y e a r .  Rep. Fabrega asked i f  t h e  highway depar tment  i s  ready  t o  
go on t h e  e n g i n e e r i n g  of proposed highways. M r .  Beck adv i sed  t h e y  d o n ' t  have 
any e n g i n e e r i n g  problem - money i s  t h e i r  problem. They need $8,000,000 t h i s  
y e a r  and $8  m i l l i o n  n e x t  y e a r  - money i s  t h e i r  problem. 

Rep. Hunnekens asked i f  t i m e  were  a  v i t a l  element i n  a l l  t h i s  p r o c e s s .  M r .  
Becker t  s a i d  t i m e  i s  a n  element f o r  g e t t i n g  i n t o  t h e  p o t .  The depar tment  
does  have some s t a t e  funds  t h a t  cou ld  c a r r y  u s  th rough  f o r  a  few months. 

R e p r e s e n t a t i v e  S i v e r t s e n  asked i f  i t  i s  impor tan t  t h a t  we have t h e  n e c e s s a r y  
matching f u n d s ,  o r  cou ld  i t  b e  shown t h a t  t h e  money w i l l  be  a v a i l a b l e  i n  good 
f a i t h ?  The f u n d s  have t o  be  a c t u a l l y  a v a i l a b l e  when r e q u e s t e d ,  M r .  Beck 
a d v i s e d .  He d i d n ' t  s e e  any problem w i t h  hav ing  matching funds  a v a i l a b l e  i f  
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they  can  g e t  t h i s  L C  i n c r e a s e  i n  g a s o l i n e  t a x .  

Rep. S i v e r t s e n  asked i f  some of  t h a t  $1.4  b i l l i o n  fund would b e  a v a i l a b l e  
down t h e  road  i n  two o r  t h r e e  y e a r s .  M r .  Beck s a i d  h e  had been t o l d  t h a t  
i n  t h e i r  o p i n i o n ,  and t h e y  a r e  aware of t h e  s t a t u s  of  a l l  programs, t h e r e  
would be  funds  a v a i l a b l e  i n  1983,  but  a v a i l a b i l i t y  of funds  c a n ' t  b e  
g u a r a n t e e d .  

Kep. Fabrega mentioned t h e  s w i t c h i n g  of highway p a t r o l  fund ing  amounts t o  
abou t  $6 m i l l i o n  f o r  t h e  biennium. I f  t h a t  money were used f o r  matching,  
would t h a t  p u t  u s  i n  a  b e t t e r  p o s i t i o n  t o  s e c u r e  funds  o u t  of  t h i s  p o t ?  
X r .  Don R i c h a r d s ,  D i r e c t o r  of t h e  Highway Department,  answered t h a t  i f  
t h e  1~ p e r  g a l l o n  t a x  were  p u t  on ,  t h a t  would g e n e r a t e  approx imate ly  $5 
m i l l i o n  each y e a r  t h a t  would b e  d e s i g n a t e d  f o r  t h e  i n t e r s t a t e  system. We 
pu t  up $ 1  m i l l i o n  and Uncle Sam p u t s  up $9 m i l l i o n .  It would t a k e  a n  a d d i -  
t i o n a l  1 C  t a x  f o r  t h e  highway p a t r o l .  Any a d d i t i o n a l  c o s t s  would have t o  
be  f i n a n c e d  by some o t h e r  means. 

Rep. Huennekens asked what would happen i f  t h e  1c t a x  were used f o r  fund ing  
t h e  highway p a t r o l  and u s i n g  t h e  p r e s e n t  funds  f o r  i n t e r s t a t e  funds .  John 
P r e b i l  s a i d  t h a t  a t  p r e s e n t  t h e  depar tment  funds  t h e  highway p a t r o l  s a l a r i e s  
which were  $368,000 l a s t  y e a r .  There  i s  a n o t h e r  b i l l  coming t o  fund a l l  of 
t h e  highway p a t r o l  t h a t  r e q u e s t s  a n  a d d i t i o n a l  1 C .  

Rep. Fabrega asked i f  t h e  s l u s h  fund were s u f f i c i e n t  t o  pay a l l  of t h e  
matching f u n d s .  Mr. P r e b i l  s a i d  t h e y  would have t o  have approx imate ly  $ 7  
m i l l i o n  f o r  t h e  biennium, and $3 m i l l i o n  won ' t  go v e r y  f a r  i n  t h e  program 
they  a r e  t a l k i n g  a b o u t .  The g o v e r n o r ' s  budget i s  a d e q u a t e l y  fund ing  t h e  
highway p a t r o l .  

M r .  R i c h a r d s  s a i d  t h i s  p r o p o s a l  h a s  n o t h i n g  t o  do w i t h  t h e  highway p a t r o l  
when Rep. Fagg s a i d  t h e r e  i s  a  s h i f t i n g  of $6 m i l l i o n  t o  s u p p o r t  t h e  h igh-  
way p a t r o l  and t h i s  b i l l  w i l l  r a i s e  $5 m i l l i o n .  M r .  R i c h a r d s  s a i d  t h e  pro- 
p o s a l  t h e y  a r e  making today  w i l l  be  used o n l y  f o r  highway c o n s t r u c t i o n .  The 
fund ing  f o r  t h e  highway p a t r o l  w i l l  be  a  s e p a r a t e  t a x  t o  b e  brought  b e f o r e  
t h e  l e g i s l a t u r e  l a t e r .  

All r ights-of-way have been a c q u i r e d ,  e n g i n e e r i n g  drawings  a r e  e s s e n t i a l l y  
comple te ,  and t h e  highway depar tment  cou ld  l e t  $80 m i l l i o n  worth  of con- 
t r a c t s  n e x t  y e a r .  

Rep. H i r s c h  remarked t h a t  t ime  i s  of t h e  e s s e n c e  and s i n c e  t h e  p r i c e  of g a s  
a p p e a r s  t o  i n c r e a s e  abou t  6~ p e r  g a l l o n  p e r  y e a r ,  would you c o n s i d e r  a  4C 
per  g a l l o n  t a x  f o r  one y e a r  - why 1 C  f o r  f o u r  y e a r s ?  M r .  Beck s a i d  i t  might  
t a k e  a s  l o n g  a s  f o u r  y e a r s t o  comple te  t h e  p r o j e c t s ,  and they  w o u l d n ' t  want 
t o  t a k e  any more money from t h e  t axpayer  i n  any one  y e a r  than  t h e y  needed.  
I f  t h e  n e c e s s a r y  money were r a i s e d  a l l  i n  one y e a r  o r  two, cou ld  i n v e s t  i t  
and g e t  i t  a l l  matched i n  one y e a r ?  No, i t  does  n o t  work t h a t  way. 

Rep. Fabrega e x p l a i n e d  t h a t  t h e  s t a t e  would have t o  a d v e r t i s e  t h e  job  and 
c o n t r a c t  t o  g e t  t h e  matching f u n d s ,  and cou ld  n o t  p u t  t h e  j o b  t o  l e t  u n t i l  
matching money i s  i n  t h e  bank. Once you have a c o n t r a c t ,  money from t h e  
f e d e r a l  fund i s  a v a i l a b l e  t o  pay c o n t r a c t o r  when payments a r e  due.  
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M r .  Becker t  s a i d  each b i d  packag? t h a t  is  pu t  o u t  would have t o  be  
committed by i t s e l f .  

Rep. Dass inger  asked M r .  Beck i f  he  cou ld  p r e p a r e  an  amendment f o r  HB 63 f o r  
t h e  committee which would earmark 1~ f o r  i n t e r s t a t e  sys tem o n l y .  

Rep. Vinger s a i d  North  Dakota would q u a l i f y  f o r  matching funds  on //102. The 
government a l l o w s  every  s t a t e  t o  o b t a i n  % of 1% of f e d e r a l  f u n d s  p l u s  r e g a r d -  
l e s s  of what t h e i r  needs  a r e .  Even i f  t h e y  have completed t h e i r  sys tem,  t h e y  
a l l  q u a l i f y  f o r  approx imate ly  $15 m i l l i o n  which t h e y  a r e  p u t t i n g  i n t o  //102. 
They a r e  p u t t i n g  f u n d s  d i v e r t e d  from highway fund which i s  j u s t  a pr imary 
program t h e r e .  Rep. Nordtvedt  s a i d  North Dakota w i l l  b e  competing f o r  some 
of t h i s  money. 

Randy McDonald, s t a f f  a t t o r n e y , r a i s e d  t h e  though t  of a  t a x  on d i e s e l  f u e l  
and s p e c i a l  f u e l s .  M r .  Beck s a i d  r a i s i n g  t h e  t a x  on b o t h  g a s  and d i e s e l  i s  
f e a s i b l e .  The way d i e s e l  t a x  i s  w r i t t e n  r e f e r s  t o  u s e .  

Rep. Fabrega  s a i d  i f  t h i s  t a x  i s  needed t o  accomplish  complet ion of t h e  
i n t e r s t a t e ,  he  wants  a g u a m n t e e  t h a t  t h e r e  w i l l  be  no r a i d i n g  of  f u n d s .  
Wants an  amendment n o t  o n l y  earmarking o n l y  t h i s  l C ,  b u t  p r o v i d i n g  t h a t  
t h e r e  i s  no d i v e r s i o n  of o t h e r  t r u s t  f u n d s .  

A subcommittee was a p p o i n t e d  t o  s t u d y  t h i s  proposed 1 C  t a x  f u r t h e r  - Rep. 
Dass inger  was t o  be chai rman,  and Reps. J a y  Fabrega and V i c k i  Johnson were  
t o  be  on t h e  committee a l s o ,  t o  s t u d y  b o t h  HB 63 and HB 64.  M r .  R i c h a r d s  
s a i d  t h e y  have been t r y i n g  t o  complete  t h i s  f o r  22 y e a r s  and t h e  program was 
t o  have t a k e n  1 0  y e a r s .  

Rep. Vinger  remarked t h a t  i f  t h i s  t a x  i s  n o t  p u t  on and t h e  money i s  n o t  
r a i s e d ,  t h e  pr imary and secondary  r o a d s  would s u f f e r .  I f  t h i s  money becomes 
a v a i l a b l e  would t h e r e  b e  more money f o r  pr imary and secondary r o a d s ?  M r .  
K ichards  s a i d  should  pr imary and secondary f u n d s  b e  r a i d e d ,  won ' t  c o n t i n u e  
t h e  way we a r e  so  t h a t  when t h e  c u t  o f f  comes some i n t e r s t a t e  road would 
n o t  be  completed.  

Kep. D a s s i n g e r ,  sponsor  of House B i l l  64,  e x p l a i n e d  t h i s  b i l l  i s  f o r  t h e  
purpose  of r a i s i n g  g a s o l i n e  t a x e s  i n  p r o p o r t i o n  t o  t h e  l o s s  of r evenue  which 
could  become e v i d e n t  i f  t h e  r a t e  of usage of g a s o l i n e  d e c l i n e s  i n  Montana. 

T h i s  b i l l  i s  based on revenue  income r a t h e r  than  on g a l l o n a g e  
HOUSE BILL used f o r  t h e  p r i o r  3-month p e r i o d .  

6 4  
M r .  Beck a d v i s e d  t h e  depar tment  wanted t o  m a i n t a i n  a  c o n s i s -  

t e n t  s o u r c e  of revenue.  T h i s  a p p l i e s  o n l y  t o  g a s o l i n e  and n o t  t o  d i e s e l .  
Tax would i n c r e a s e  l / l O c  p e r  g a l l o n  i f  g a l l o n a g e  goes  down, b u t  should  u s e  
of g a s  i n c r e a s e ,  t h e  t a x  canno t  go below 8 C  o r  9C b a s e .  It i s ,  i n  e f f e c t ,  a  
s u r t a x  which i s  dependent  s o l e l y  on consumption.  The depar tment  l o o k s  a t  
January  t o  J u l y  and J u l y  t o  J a n u a r y  f i g u r e s  and compare t h a t  f i g u r e  w i t h  
p r e v i o u s  y e a r ' s  f i g u r e s .  I f  g a l l o n a g e  i n  t h a t  p a r t i c u l a r  p e r i o d  was down, 



6. 
1 /12 /79  
Page 5 .  

they  would i n c r e a s e  t h e  g a s  t a x  by 1C; i f  g a l l o n a g e  i n c r e a s e d ,  t a x  would go 
down b u t  i n  no c a s e  would b e  l e s s  than  a t  p r e s e n t .  T h i s  i s  based s t r i c t l y  
on t h e  g a s  consumption i n  Montana. 

There  were no opponents .  

Rep. Fabrega asked what t h e  b a s e  g a l l o n a g e  a t  t h i s  t ime  i s  - 514,405,623 
g a l l o n s .  He would l i k e  t o  have a n  amendment t h a t  e s t a b l i s h e s  a  b a s e  g a l -  
l o n a g e  and a l s o  i n c l u d e  a n  amendment t h a t  no funds  w i l l  be  t r a n s f e r r e d  o r  
d i v e r t e d  . 

I n  answer t o  a q u e s t i o n  from Rep. Underdal ,  t h i s  t a x  would be  i n  a d d i t i o n  
t o  t h e  1 C  proposed i n  HB 63. 

Rep. Nordtvedt  wondered why d i e s e l .  f u e l  i s n ' t  i n c l u d e d ,  and why t h e r e  i s n ' t  
a  b a s e .  He was t o l d  d i e s e l  f u e l  was n o t  inc luded  because  of t h e  d i e s e l  f u e l  
r e p o r t s  - c o u l d n ' t  make a  comparison f o r  p r e v i o u s  t i m e  p e r i o d s .  T h i s  b i l l  
i s  a  s t o p g a p  measure  i n  c a s e  of a n  o i l  embargo t h a t  would c a u s e  a  d r a s t i c  
d e c r e a s e  i n  g a s  consumption.  Should t h e  g a s  t a x  r i s e  r a p i d l y ,  t h e y  would 
a s k  f o r  a  t a x  on d i e s e l  f u e l .  T h i s  i s  a n  emergency b i l l .  

Rep. Doz ie r  a sked  i f  any more p e o p l e  would be  r e q u i r e d  i n  t h e  revenue d e p a r t -  
ment t o  h a n d l e  t h e  i n c r e a s e d  t a x .  M r .  N i c h o l s  s a i d  more f r e i g h t  i s  b e i n g  
handled by t r u c k ,  b u t  h e  c a n ' t  answer t h e  q u e s t i o n  of  what usage  of g a s  w i l l  
be.  

Rep. Huennekens s a i d  d e t e r m i n i n g  usage of d i e s e l  f u e l  e x i s t s .  I f  you a r e  
go ing  t o  c o l l e c t  t a x  f o r  highway main tenance ,  e t c . ,  inasmuch a s  t h e  d i e s e l  
u s e r s  u s e  t h e  highway, t h e r e  seems t o  be a  q u e s t i o n  t h a t  t h e  d i e s e l  peop le  
ought t o  have t o  h e l p  pay t h e  c o s t .  Mr. Beck s a i d  t h e y  could  p r o v i d e  an 
amendment t o  i n c r e a s e  t h e  d i e s e l  f u e l  t a x .  

Rep. Nordtvedt  asked M r .  R i c h a r d s  i f  t h e  highway depar tment  cou ld  g e t  by 
w i t h  l e s s  highway p a t r o l  and maintenance because  of  l e s s  d r i v i n g .  No. 
Kecause of l e s s  g a s o l i n e  consumption,  highway t r u s t  funds  dropped $1 .5  
m i l l i o n  which t r a n s l a t e s  i n t o  abou t  $14 m i l l i o n  of  c o n s t r u c t i o n .  S t u d i e s  
show t h a t  t h e  i n t r o d u c t i o n  of c a r s  w i t h  i n c r e a s e d  mi leage  p e r  g a l l o n  reduced 
g a l l o n a g e  used a l t h o u g h  i n c r e a s e d  m i l e s  d r i v e n .  There  would b e  no l e s s  need 
f o r  highway p a t r o l  and maintenance.  

Rep. Vinger  a d v i s e d  f a r m e r s  a r e  exempt from d i e s e l  f u e l  t a x  a l t o g e t h e r  - 
they  d o n ' t  even have t o  pay i t  a t  f i r s t .  

Rep. Underdal  asked where LP g a s  comes i n  s i n c e  some c a r s  a r e  u s i n g  i t .  
M r .  N i c h o l s  answered t h a t  p e r m i t s  a r e  based on a  s l i d i n g  s c a l e  based on 
t h e  v e h i c l e  we igh t .  

Committee took  a  b r i e f  b r e a k .  

Rep. D a s s i n g e r ,  sponsor  of House B i l l  80,  r e q u e s t e d  by t h e  depar tment  of  
r evenue ,  would p r o v i d e  f o r  t h e  t a x a t i o n  of u n r e l a t e d  b u s i n e s s  income exempt 
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under t h e  t a x  exempt p r o v i s i o n s  of t h e  c o r p o r a t e  l i c e n s e  t a x .  

HOUSE BILL J e r r y  F o s t e r ,  A d m i n i s t r a t o r  of t h e  Corpora te  Tax D i v i s i o n ,  
a d v i s e d  t h a t  a l l  income from a l l  exempt c o r p o r a t i o n s  f o r  

8 0  is  a n  exemption from Montana C o r p o r a t e  L i c e n s e  Tax. T h i s  
a c t  would p r o v i d e  t h a t  i t  would p i c k  up u n r e l a t e d  b u s i n e s s  

income t h a t  i s  n o t  b e i n g  c u r r e n t l y  taxed by t h e  IRS. 1501 c l o s e l y  p a r a l l e l s  
1501c and t h i s  i s  a n  a t t e m p t  t o  c o l l e c t  i t  i n  t h e  same manner. 

The Chamber of Commerce i s  t o  p u t  i n  an amendment. 

Ed Nelson,  Montana Taxpayers  A s s o c i a t i o n ,  was s t a n d i n g  i n  f o r  t h e  Montana 
S o c i e t y  f o r  Montana E x e c u t i v e s  composed of  abou t  50 t r a d e - t y p e  a s s o c i a t i o n s  
i n  t h e  s t a t e ,  p ropose  t h a t  t h e y  b e  exempt from a d d i t i o n a l  r e p o r t i n g  r e q u i r e -  
ment t h a t  would b e  r e q u i r e d  f o r  s m a l l  b u s i n e s s e s .  

Rep. Dass inger  f e e l s  t h e  amendment i s  a  good amendment which was c l e a r e d  
w i t h  theDepar tmentof  Revenue s o  everybody i s  i n  agreement w i t h  t h i s .  

M r .  F o s t e r  a d v i s e d  under  p r e s e n t  Montana law,  t h e y  cannot  c o l l e c t  t a x  on a  
n o n - r e l a t e d  b u s i n e s s  income i f  t h e  b u s i n e s s  i s  exempt, and t h e  depar tment  
wants  t o  b e  a b l e  t o  c o l . l e c t  t h i s  t a x  l e g a l l y .  

Rep. Huennekens asked i f  t h e  IRS would g i v e  any t i p s  on such income. M r .  
F o s t e r  a d v i s e d  t h a t  a  form 990 h a s  t o  b e  f i l e d .  There  i s  no way of i n t e r -  
a c t i n g  w i t h  t h e  IRS - p r e t t y  much v o l u n t a r i l y  p a i d .  

Rep. Nordtvedt  asked whether  t h e  income from funds  i n  an  i n t e r e s t - b e a r i n g  
accoun t  be  t a x a b l e  t o  a  n o n - p r o f i t  c o r p o r a t i o n .  I f  a  form i s  f i l e d  f o r  t h e  
IRS,  t h e y  would have t o  f i l e  one f o r  Montana. 

Rep. S i v e r t s e n  asked i f  i t  i s  n e c e s s a r y  t o  s e t  up a  mechanism t o  g e t  t h i s  
i n f o r m a t i o n  and how much manpower e x t r a  would i t  t a k e  t o  g e t  t h i s  income 
should  someone want i t  t o  b e  c o l l e c t e d .  M r .  F o s t e r  a d v i s e d  i t  i s  d i f f i c u l t  
t o  know where t o  draw t h e  l i n e  i n  connec t ion  w i t h  compliance.  He would hope 
a c c o u n t a n t s  when they  f i l e  f o r  f e d e r a l  purposes  would f i l e  w i t h  t h e  s t a t e .  

Rep. S i v e r t s e n  r a i s e d  t h e  q u e s t i o n  of whether  i t  would be  j u s t i f i a b l e  i f  
t h e  law were t o  be  passed .  Rep. Fabrega hoped t h a t  sometime t h e  s t a t e  
would be  a b l e  t o  match w i t h  f e d e r a l  t i p s  on t h i s  t a x .  Have more t a x  com- 
p l i a n c e  a t  s t a t e  l e v e l  than  a t  f e d e r a l  l e v e l .  

Rep. V i c k i  Johnson asked  M r .  F o s t e r  t o  d e f i n e  ' u n r e l a t e d  b u s i n e s s  income' .  
It i s  a  p r o f i t a b l e  income d e r i v e d  from a  s o u r c e  n o t  r e l a t e d  t o  t h e  b u s i n e s s  
i n  which a  n o n - p r o f i t  c o r p o r a t i o n  is  engaged.  She ques t ioned  how much 
revenue  would be  d e r i v e d .  M r .  F o s t e r  s a i d  t h e y  a r e  more i n t e r e s t e d  i n  
e q u i t y  t h a n  t h e  amount of r evenue  t h a t  might be  r e c e i v e d .  Not much revenue  
was a n t i c i p a t e d  - perhaps  s e v e r a l  thousand d o l l a r s  on ly .  There  a r e  a  l o t  
of a b u s e s  under  t h e  p r e s e n t  law. Should c o s t s  of  s e c u r i n g  t h e  income exceed 
revenue income, t h e  t a x  would be  avoided.  
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Rep. Dass inger  asked i f  p r o f i t s  were f u n n e l l e d  back t o  a  n o n - p r o f i t  o rgan iza -  
t i o n ,  would t h e y  be exempt? Mrs. Mary C r a i g ,  f u t u r e  D i r e c t o r  of  t h e  Depar t -  
ment of Revenue, s a i d  if f u n n e l l e d  back i n t o  t h e i r  o r i g i n a l  purpose ,  t h e y  
would be  exempt. It t a k e s  a  g r e a t  d e a l  of  r e s e a r c h  - t o o  long  and invo lved  
th rough  t h e  c o u r t s .  

M r .  Nelson s a i d  1501c form i s  a  use less  p i l e  of i n f o r m a t i o n .  A copy of 990 
would accompl i sh  t h i s  and s e r v e  t o  show i f  t h e r e  is  any u n r e l a t e d  b u s i n e s s  
income. 

Meet ing ad journed  a t  1 1 : O O  a . m .  
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