
HOUSE TAXATION COMMITTEE 

46 th  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, District 1/68, B i l l i n g s ,  chairman c a l l e d  
t h e  committee t o  o r d e r  a t  9:00 a.m.,  January 1 6 ,  1979,  i n  room 434, C a p i t o l  
B u i l d i n g ,  He lena ,  Montana. A l l  committee members were p r e s e n t  a s  was Randy 
McDonald, s t a f f  a t t o r n e y .  

R e p r e s e n t a t i v e  E .  N .  D a s s i n g e r ,  D i s t r i c t  #50,  F o r s y t h ,  sponsored House B i l l  
102.  He e x p l a i n e d  t h a t  a  home va lued  a t  1-ess  t h a n  $35,000,  owned and occu- 
p ied by c e r t a i n  p e r s o n s  who a r e  s i n g l e  and have a n  income of l e s s  than  $7,000 

o r  i f  m a r r i e d  a n  income of less t h a n  $8 ,000 ,  and who a r e  o r  a r e  
o v e r  t h e  age  of  62 y e a r s ,  i s  t axed  i n  c l a s s  15  p r o p e r t y  t a x  

HB 102 c l a s s i f i c a t i o n .  HB 102 would a l l o w  homes of  a l l  pe r sons  who 
have incomes of l e s s  than  $7,000 i f ' - s i n g l e  o r  l e s s  than  $8,000 
i f  m a r r i e d ,  t o  b e  t axed  a c c o r d i n g  t o  c l a s s  1 5  p r o p e r t y  c l a s s i f i -  

c a t i o n .  

C l a s s  1 5  p r o p e r t y  t a x  c l a s s i f i c a t i o n  i s  t a x e d  a t  one-ha.lf t h e  r a t e  of 
s i m i l a r  p r o p e r t y  n o t  q u a l i f y i n g .  

Rep. Dass inger  exp la ined  t h a t  t h e r e  a r e  n o t  many p e r s o n s  making t h e  above- 
mentioned s a l a r i e s ,  and t h e  i n f l a t i o n  r a t e  h a s  made such  incomes of  l e s s  
v a l u e  s i n c e  e a r n i n g s  i n  1977 of $8,000 would purchase  more than  i s  b e i n g  
done today .  If we a r e  go ing  t o  g i v e  a  t a x  c u t ,  c a n ' t  s e e  any b e t t e r  p l a c e  
t o  do i t .  E a r n i n g s  have gone down i n  comparison w i t h  Income. It i s  v e r y  
p roper  t o  t a k e  i n t o  c o n s i d e r a t i o n  t h i s  f a c t  i f  we can a f f o r d  a t a x  c u t .  
The t a x  would n o t  b e  c u t  t o  one-half  - i t  o n l y  c u t s  o u t  about  1 / 4  s i n c e  
under  t h e  code ,  t a x a t i o n  of homes i s  a t  12%. T h i s  would b e  abou t  114,  which 
would b e  q u i t e  d i f f e r e n t  from l a s t  s e s s i o n ' s  p r o p o s a l .  

Opponents: 

Dean Z innecker ,  D i r e c t o r  of Montana A s s o c i a t i o n  of C o u n t i e s ,  Helena,  a d v i s e d  
t h a t  i f  t a x e s  a r e  d e c r e a s e d ,  t h e  budge t s  of l o c a l  governments r e q u i r e  t h e  
t a x  on r e a l  p r o p e r t y  t o  go up. It i s  g e t t i n g  d i f f i c u l t  f o r  t h e  a g r i c u l t u r a l  
s e c t o r  t o  e x i s t  because  of  h i g h e r  t a x e s .  He recommends an amendment t o  
r e q u i r e  t h e  S t a t e  of Montana t o  r e imburse  l o c a l  governments f o r  t h e  Loss of 
this t a x  b a s e .  

Rep. Dass inger  i n  c l o s i n g  e x p l a i n e d  t h a t  t h e  working peop le  of  t h i s  c l a s s  
c a n ' t  come and c a n ' t  a f f o r d  t o  come t o  such  a  h e a r i n g  a s  t h i s  t o  p r o t e c t  
t h e i r  i n t e r e s t s .  He f e e l s  t h i s  b i l l  would be  a  s t e p  i n  t h e  r i g h t  d i r e c t i o n .  

During d i s c u s s i o n  R e p r e s e n t a t i v e  Wil l iams q u e s t i o n e d  t h e  approach t o  b r i n g  
a l l  a g e s  under  t h i s  t y p e  of l e g i s l a t i o n .  Rep. Dass inger  f e e l s  t h a t  t h e r e  
a r e  many r e t i r e d  peop le ,  b u t  a  young pe rson  w i t h  a  c o u p l e  of c h i l d r e n  t r y i n g  
t o  make t h e  payments on h i s  home should  have some r e l i e f  a l s o .  I f  a  r e t i r e d  
pe r son  needs  t h i s  t a x  s a v i n g ,  young p e r s o n s  need t h i s  b e n e f i t  more than  t h e  
o l d e r  pe r son  who h a s  h i s  home p a i d  f o r .  The l e s s  t a x  wouldn ' t  be  s o  g r e a t  
t h a t  i t  would make i t  p o s s i b l e  f o r  a  young person t o  buy a home which t h e y  
c o u l d n ' t  a f f o r d  i n  t h e  f i r s t  p l a c e .  These peop le  a r e n ' t  buying expens ive  I 

housing.  

Kep. V i c k i  Johnson r e q u e s t e d  t h a t  a  f i s c a l  n o t e  show t h e  r a t e  o f  d e c r e a s e  
i n  r evenue  i f  incomes were i n c r e a s e d  t o  $9 ,000  and $10,000. 
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Rep. Fabrega adv i sed  t h e  6% t a x  r a t e  could  go back t o  12% o r  6%. Other  
b i l l s  w i l l  f r e e z e  t h i s  t a x .  Rep. Huennekens adv i sed  t h e  wording i s  
a c t u a l l y  6% on a  s l i d i n g  s c a l e .  

R e p r e s e n t a t i v e  Dan. W. H a r r i n g t o n ,  D i s t r i c t  #88, B u t t e ,  sponsored House 
B i l l  128 a t  t h e  r e q u e s t  of t h e  Department of Revenue. The e x i s t i n g  law 
p r o v i d e s  t h a t  t h e  DoR may re fund  amounts pa id  i n  e x c e s s  of t h e  t a x  due 

w i t h i n  5 y e a r s  from t h e  d a t e  t h e  t a x  i s  due.  The proposed b i l l  
would extend t h a t  p e r i o d  and a l l o w  r e f u n d s  w i t h i n  5 y e a r s  from 

HB 128 t h e  d a t e  due o r  w i t h i n  1 y e a r  from t h e  d a t e  overpayment o c c u r r e d ,  
whichever i s  l a t e r .  The b i l l  a l s o  p r o v i d e s  f o r  an  extended t ime  
f o r  re fund  i f  an overpayment r e s u l t s  from a  n e t  o p e r a t i n g  l o s s  

c a r r y b a c k .  T h i s  i s  e s t i m a t e d  n o t  t o  reduce  revenue more than  $20,000. 

There  were no opponents.  

Rep. Fabrega asked M r .  Howard 0 .  V r a l s t e d ,  Department of Revenue, i f  some- 
t imes  t h e  DoR i s  unaware o f  a  re fund  due.  M r .  V r a l s t e d  s t a t e d  t h e  re fund  
t ime b e g i n s  from t h e  due d a t e  of t h e  r e t u r n  and r u n s  f o r  5 y e a r s .  A n e t  
o p e r a t i n g  l o s s  g e n e r a l l y  i s  c a r r i e d  back,  which could  produce an  overpayment. 
It c o u l d n ' t  be  refunded i f  c a r r i e d  back and t h e  t ime  wherein  i t  could  be  
refunded was o v e r  5 y e a r s .  The q u e s t i o n  of why t h e  l o s s  w a s n ' t  c a r r i e d  
forward M r .  V r a l s t e d  answered by s a y i n g  t h e  l o s s  had t o  be c a r r i e d  back t h r e e  
y e a r s  s t a t u t o r i l y  and i f  t h a t  was over  5 y e a r s  when f i g u r e d ,  no re fund  cou ld  
be pa id .  There  is  a  5-year s t a t u t e  of l i m i t a t i o n s  a p p l y i n g  t o  f i l i n g  amended 
r e t u r n s .  T h i s  b i l l  a c t u a l l y  ex tends  t h e  re fund  p e r i o d  a l l o w a b l e  one y e a r .  

Repr 
HB 1 
10%. 

e s e n t a t i v e  Dan W .  H a r r i n g t o n  a s  c h i e f  sponsor  of House B i l l  137,  exp la ined  
37 would reduce  t h e  t a x a b l e  p e r c e n t a g e  on motor v e h i c l e s  from 13.3% t o  

T h i s  would pu t  au tomobi le  assessment  back t o  1978 f i g u r e s ,  which would 
b e  a  r e d u c t i o n  which i s  an a r e a  of t a x  r e d u c t i o n  t h a t  i s  v e r y  
impor tan t  t o  Montanans. 

HB 137 
L a r r y  Huss,  Montana Automobile D e a l e r s  A s s o c i a t i o n ,  h e a r t i l y  

s u p p o r t s  t h i s  t y p e  of t a x a t i o n  r e l i e f  a s  t h e y  f e e l  automobi le  t a x e s  a r e  t o o  
h igh .  

Opponents: 

Dean Z innecker ,  D i r e c t o r  of Montana A s s o c i a t i o n  of Count ies ,  exp la ined  t h i s  
is  t h e  same s i t u a t i o n  of d e c r e a s i n g  t h e  t a x  b a s e  which makes f o r  h i g h e r  t a x e s  
on r e a l  p r o p e r t y .  T h i s  would make f o r  approx imate ly  10% o r  $110 m i l l i o n  
l o s s  i n  t a x a b l e v a l u e .  Such a  d e c r e a s e  h a s  t o  be picked up by somebody e l s e ,  
the reby  t r a n s f e r r i n g  t h e  load  a g a i n  t o  r e a l  p r o p e r t y  and i t  i s  g e t t i n g  v e r y  
s e r i o u s .  

Rep. H a r r i n g t o n  agreed t h i s  i s  between a  30 t o  33% d e c r e a s e ,  b u t  t h i s  is  
t h e  amount approx imate ly  t h a t  i t  h a s  i n c r e a s e d  i n  t h e  p a s t  few y e a r s .  Peop le  
w i l l  l o o k  upon t h i s  f a v o r a b l y .  He d o e s n ' t  f e e l  t h i s  g a i n  i n  i t s e l f  w i l l  
p r e c i p i t a t e  a g r e a t  r u s h i n  t h e  purchase  of new v e h i c l e s .  
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Other  b i l l s  of t h i s  n a t u r e  a r e  b e i n g  proposed and Rep. B e r t e l s e n  asked Rep. 
H a r r i n g t o n  i f  a c t i o n  cou ld  be  de layed  u n t i l  t h e y  a r e  i n  committee.  Rep. 
R e i c h e r t  a sked  i f  sponsor  would oppose  a  f l a t  f e e  r e d u c t i o n  a n g l e .  

Rep. Fabrega mentioned HB 70 ( l a s t  s e s s i o n )  d i d n ' t  change t h e  t a x ,  i t  
j u s t  made i t  p o s s i b l e  f o r  peop le  t o  b e t t e r  unders tand  t a x a t i o n .  The v a l u e  
of v e h i c l e s  went up and is  a t  t h e  same p e r c e n t a g e  a s  was b e i n g  used b e f o r e  
based on t h e  a v e r a g e  l o a n  v a l u e  comparedwith  t h e  a v e r a g e  market  v a l u e .  

Committee r e c e s s e d  t o  e x e c u t i v e  s e s s i o n :  

Rep. R e i c h e r t  moved t h a t  House B i l l  72  DO PASS AS AMENDED. She t h e n  moved 
t h e  f o l l o w i n g  amendment Do Pass :  

1. Page 2 ,  l i n e  3 , th rough  l i n e  9 on page 2 
Fol lowing : 
S t r i k e :  remainder  of l i n e  3 th rough  l i n e  9 
I n s e r t :  " a p p l i e s  t o  payments made t o  a  c h i l d  of  t h e  t axpayer  who is  under 
1 9  y e a r s  of a g e  a t  t h e  c l o s e  of  t h e  t a x a b l e  y e a r  and t o  payments made t o  
an  i n d i v i d u a l  w i t h  r e s p e c t  t o  whom a  d e d u c t i o n  i s  a l l o w a b l e  under  15-30-112(5) 
t o  t h e  t a x p a y e r  o r  t h e  t a x p a y e r ' s  spouse ."  

Amendment was adop ted  unanimously.  Motion t o  DO PASS AS AMENDED was adopted 
unanimously.  A l l  members of t h e  committee were p r e s e n t .  

Rep. E .N.Dass inger ,  chai rman of t h e  subcommittee on HB 63, r e p o r t e d  on t h e  
p r o g r e s s  t h e  committee had made. He a d v i s e d  t h a t  funds  going t o  t h e  highway 
depar tment  cou ld  n o t  b e  earmarked.  The t a x  would s u n s e t  i n  4 y e a r s .  The 
q u e s t i o n  remained of how t h e  a d m i n i s t r a t i v e  b ranch  cou ld  be  p reven ted  from 
r a i d i n g  t h e  fund and u s i n g  t h e  proposed t a x  money f o r  highway p a t r o l  o r  o t h e r  
u n a u t h o r i z e d  purposes .  It w i l l  r e q u i r e  abou t  $8 m i l l i o n  p e r  y e a r  f o r  matching 
funds  - $ 5  m i l l i o n  from t h i s  t a x ,  and t h e  o t h e r  $ 3  m i l l i o n  t o  come o u t  of t h e  
p r e s e n t  f u n d s  a v a i l a b l e .  Another $ 3  m i l l i o n  w i t h  which t o  f i n a n c e  t h e  highway 
p a t r o l  h a s  t o  b e  found.  

Rep. Huennekens asked i f  a  mandated rev iew i n  t h e  n e x t  s e s s i o n  would a l l o w  
t h e  commit tee  t o  o v e r s e e  t h i s  p r o c e s s ,  o r  cou ld  t h e  Revenue O v e r s i g h t  Com- 
m i t t e e  d u r i n g  t h e  i n t e r i m  o v e r s e e  u s e  of  t h e  funds  a s  they  a r e  meant t o  be  
used.  

Kep. Fabrega recommends t h a t  c o n t r o l  be  a d m i n i s t e r e d  th rough  t h e  a p p r o p r i a t i o n s  
p r o c e s s .  

During d i s c u s s i o n  Rep. Nordtvedt  s a i d  he  would l i k e  t o  s e e  u s  i n  such  a  
s i t u a t i o n  t h a t  i f  t h e  i n t e r s t a t e  program c o l l a p s e s  a t  t h e  f e d e r a l  l e v e l ,  
t h i s  t a x  i n c r e a s e  would somehow r e v e r t  back t o  t h e  t a x p a y e r .  What i f  
t a x e s  are c o l l e c t e d  f o r  4 y e a r s  and t h e  f e d e r a l  program would c o l l a p s e ?  
T h i s  1~ h a s  t o  b e  used f o r  matching funds  - i t  canno t  be  used f o r  a n y t h i n g  
e l s e .  He wants  t h e  t a x  t o  b e  refunded i f  t h e  f e d e r a l  program c o l l a p s e s .  

Les Simkins ,  OBPP, s t a t e d  t h e  1~ would go i n t o  a  s p e c i a l  fund,  b u t  cou ld  
n o t  b e  re funded .  
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Rep. B e r t e l s e n  r a i s e d  t h e  q u e s t i o n  a s  t o  urgency s i n c e  t h e  $1.4 b i l l i o n  
f e d e r a l  fund cou ld  b e  d e p l e t e d  by o t h e r  s t a t e s .  Rep. Dass inger  thought  
t h e r e  was no need f o r  urgency a t  t h i s  t ime  s i n c e  t h e r e  i s  a  t i m e  l a g  f o r  
making a p p l i c a t i o n  f o r  t h e  funds .  The money would b e  needed 90 days  a f t e r  
J u l y  1, 1979. Rep. Fabrega exp la ined  t h a t  i n  o r d e r  t o  o b t a i n  commitment of  
t h e s e  f e d e r a l  funds ,  a  p r o j e c t  must be a l l  r eady  t o  be  l e t .  

Rep. S i v e r t s e n  thought  t h a t  i f  we a r e  go ing  t o  h e  a s s u r e d  t h a t  we can g e t  
t h e  $181 m i l l i o n  of f e d e r a l  money by matching w i t h  $20 m i l l i o n ,  we shou ld  
have t h e  lump sum t o  l a y  down and say  t h a t  we have i t .  How much f e d e r a l  
funds  w i l l  b e  a v a i l a b l e ?  $1.4 b i l l i o n  w i l l  o n l y  do abou t  1200 m i l e s  of  
i n t e r s t a t e  highway f i g u r e d  a t  $1 .2  m i l l i o n  p e r  m i l e .  T h i s  proposed 1~ t a x  
d o e s n ' t  a s s u r e  u s  t h a t  we a r e  go ing  t o  be  a b l e  t o  p a r t i c i p a t e  i n  t h a t  fund 

Rep. Fagg mentioned t h a t  Rep. H i r s c h  had proposed a  4~ t a x  f o r  one y e a r .  
M r .  S imkins  s a i d  t h a t  i t  i s  n e c e s s a r y  t o  have a  p r o j e c t  t h a t  i s  r e a d y  t o  go - 
and t h e  highway depar tment  d o e s n ' t  have t h e  manpower o r  t h e  p r o j e c t s  t o  go 
w i t h  t h e  amount of money a 4~ f o r  one  y e a r  t a x  would g e n e r a t e .  Taxpayers  
would more r e a d i l y  a c c e p t  a  1~ t a x  f o r  4  y e a r s  t h a n  a  4~ t a x  f o r  one y e a r .  
The 4~ t a x  would make f o r  a n  e x c e s s  of matching funds  s i n c e  money can be  
committed o u t  of  f e d e r a l  d i s c r e t i o n a r y  fund f o r  p r o j e c t s  r eady  t o  l e t  o n l y .  

M r .  S imkins  a d v i s e d  Montana p r o j e c t s  a r e  a l l  eng inee red  b u t  a  few r i g h t - o f -  
ways a r e  i n  c o u r t .  P l a n s  a r e  r eady  and problems of  g e t t i n g  p r o j e c t s  go ing  
a r e  minor .  The Big Timber a r e a  is  a l l  r e a d y  t o  go. 

M r .  B e c k e r t ,  highway depar tment  e n g i n e e r i n g  d i v i s i o n ,  was r e q u e s t e d  t o  
r e t u r n  and f i l l  t h e  committee i n  on road p r o j e c t s .  

M r .  Beck and M r .  Becker t  were t o  s t u d y  f u r t h e r  t h e  p r o p o s a l  of 4~ f o r  one 
y e a r  t a x .  

The committee r e q u e s t e d  M r .  Ron Richards  t o  meet w i t h  subcommittee i f  h e  
could  p r o v i d e  any f u r t h e r  i n f o r m a t i o n .  Other  highway p e r s o n n e l  a r e  t o  
meet w i t h  subcommittee a l s o .  

Meeting ad journed  a t  10:30 a.m. 

R~PRESENT'ATIVE HERB HUENNEKENS, Chairman 




