
HOUSE TAXATION COMMITTEE 

46th Legislature 

Chairman Representative Herb Huennekens, ca l l ed  the meeting t o  order on 
January 19, 1979, a t  9:00 a.m., i n  Room 434, Capitol Building, Helena. 
A l l  members were present  except Rep. Hershel Robbins, who was excused. 

B i l l s  t o  be heard were HB 188 and 181. 

Representative Harrison Fagg, D i s t r i c t  #63, Bi l l ings ,  explained HB 188, 
saying s t a t e  contractors  receive a p re fe ren t ia l  treatment when it comes t o  

bidding on public contracts .  HB 188 allows the Revenue De- 
HOUSE BILL partment t o  decide who i s  qua l i f i ed  a s  a res ident  Montana 

contractor  when requested t o  do so r a the r  than qual i fy  a l l  
188 contractors  regis tered.  There has been a loop-hole f o r  out- 

o f - s ta te  contractors.  

Robert McGee, Department of Revenue, sa id  the department i s  required t o  
make a determination of residency or non-residency of a l l  public contrac- 
t o r s  and they do not have the  f a c i l i t i e s  o r  s t a f f  t o  do so. They have only 
about a half  dozen requests  a year. I t  would be be t t e r  i f  they could deter-  
mine residency when questions came i n  ra the r  than on a l l  contractors s ince  
i t  i s  a cos t ly  procedure t o  check on whether o r  not  they bought a l l  t h e i r  
mater ia l  i n  Montana, h i red Montana labor where they can, e t c .  They want the 
s t a t u t e  reworded t o  place the  burden on a s t a t u t e .  

There were no opponents. 

Rep. Vinger asked what kind of contractor is  referred t o ;  and Rep. Fagg 
to ld  him contractors  come i n  and es tab l i sh  a base f o r  one public contract .  
Requirements f o r  a res iden t  a re  necessi ty of purchasing mater ia ls  i n  the 
s t a t e ,  h i r ing  Montana labor,  and residency f o r  one year,  and others .  Bid- 
ding i s  a highly competitive procedure and it ge t s  down t o  where the 3% 
s t a t e  allowance makes a d i f ference.  There i s  no penalty when doing work 
fo r  p r i va t e  contracts .  On public contracts ,  an out-of-state contractor  has 
t o  add 3%. Montana contractors  can b id  3% higher than out-of-state con- 
t r a c t o r s  and s t i l l  ge t  the bid.  

McGee sa id  surrounding s t a t e s  a l so  have 2-3% pre fe ren t ia l  treatment f o r  
t h e i r  res ident  contractors .  There i s  no problem with the i n t e r s t a t e  com- 
merce clause.  The 3% p re f e r en t i a l  treatment appl ies  t o  federa l  p ro jec t s .  

k t  present  the DoR has t o  bas ica l ly  c e r t i f y  a l l  contractors - there  a r e  
about 2,000. They would l i k e  t o  have t o  c e r t i f y  only those on which r e s i -  
dency questions a r i s e .  

James Lear, at torney f o r  the l eg i s l a t i ve  council ,  advised HB 181 was a Code 
Commissioner b i l l  sponsored by Rep. Robert Marks. M r .  Lear with the chair-  
man's permission explainedthatHB 181 was an a c t  t o  generally rev i se  and 



11. 
1/19/79 
Page 2 .  

HOUSE BILL c l a r i f y  the laws r e l a t i n g  t o  Taxation.. 

181 M r .  Lear advised iiie Code Commissioner w i l l  t r y  t o  put  dis-. 
crepancies toqether  a f t e r  the Leqislature s ince  they cqnnot 

be correc ted  i n  the  present  l e g i s l a t i v e  sess ion ,  The Code Commiss. i~ne~ now. 
has au thor i ty  make cor rec t ions ,  and the re  would be very  i so la ted  cases 
which could not  be correc ted .  Under present  code commissioner rsractice 
with two b i l l s  overlappins i s  the  mat ter  of time, and i f  it i s  erroneous. 
c o n f l i c t s  develop, it i s  throush overs i sh t  because of the  volume of b i l l s  
coming i n .  I t  i s  imrsossible t o  keep t rack  of s o  many b i l l s  a f f e c t i n g  an 
a rea .  I f  one b i l l  i s  passed t h a t  says another th ing,  t h a t  i s  where you 
need the  next  sess ion  t o  c l a r i f y  i n t e n t .  Bruce McGinnis, Ass is tant  Adminis- 
t r a t o r  of the  Legal ~ i v i s i o n  of the DoR, advised 401-402 i s  i n  the  same 
sec t ion  a s  i s  the  payment of taxes under p r o t e s t  sec t ion ,  

Rep. Fabrega asked the  corporat ion f e e  f o r  Subchapter S corpora t ions ,  
Mr. McGinnis sa id  they have been paying $10.. 

Regarding 15-32-108 - t h i s  sec t ion  was f i r s t  s e t  f o r  a l t e r n a t i v e  energy, 
Al ternat ive  energy sec t ion  i s  being t r ans fe r red  t o  the  income tax  sec t ion .  

Executive Session: 

Rep. Williams moved HB 188 DO PASS. Motion was adopted unanimously - Rep.. 
Robbins was absent .  Motion t o  go t o  consent calendar was made, b u t  because 
Rep. Burnett objec ted ,  it did not car ry .  

Rep. Orren Vinger moved t h a t  HB 80 DO PASS, He then moved I t e m  1 of the  
proposed amendment at tached Do Pass. Amendment I t e m  1 was approved unani- 
mously. Further  d iscuss ion brought about a  motion by Reg. Fagg t h a t  f u r t h e r  
ac t ion  be defer red  u n t i l  more information is ava i l ab le ,  Motion ca r r i ed ,  

Rep. Fabrega moved t h a t  HE3 154 DO NOT PASS. Motion ca r r i ed  - Representatives 
Robbins and Fagg were absent .  

Rep. Fabrega moved t h a t  HB 161 DO PASS. Rep. Reichert  moved t h a t  a  maximum 
of $500 t o t a l  deduction on a y e a r ' s  income tax r e t u r n  be permit ted,  No 
ac t ion  was taken on e i t h e r  motion a f t e r  f u r t h e r  d iscuss ion.  

Rep. Nordtvedt moved a  s u b s t i t u t e  amendment t h a t  the 20% of r e n t  paid by 
taxpayers be changed t o  12-1/2% o n  page 2 ,  l i n e  3 s ince  1.5% property t a x  
i n  the  s t a t e  corresponds t o  12-1/2% r e n t  which makes f o r  equa l i ty  a s  c lose ly  
a s  poss ib le .  

Rep. Williams moved a  s u b s t i t u t e  motion f o r  a l l  motions pending t h a t  no 
fu r the r  ac t ion  be taken before a  f i s c a l  note has been received.  Motion t o  
de fe r  a c t i o n  ca r r i ed  with Reps. Johnson, IJordtvedt, Dassinger and Fabrega 
voting No. Rep. Dozier s a i d  h i s  cons t i tuen t s  would not be able  t o  a v a i l  
themselves of t h i s  proposed r e l i e f  from income tax .  The b i l l  w i l l  be 
brought before the committee a t  a  l a t e r  da te  f o r  f u r t h e r  d iscuss ion.  

The meeting adjourned a t  10:45 a.m. 

REP. HERB H U E F ~ N ~ K E N S ,  Chairman 




