
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, Chairman, c a l l e d  t h e  committee t o  o r d e r  i n  
Room 434, a t  8:30 a.m.,  January  25, 1979. A l l  members were p r e s e n t .  

B i l l s  t o  be heard  were HB 266, 267, and H J R  10.  

Rep. Les J .  H i r s c h ,  House D i s t r i c t  52, Mi les  C i t y ,  exp la ined  HB 266 which 
he  sponsored ,  would r e q u i r e  an  e x p l a n a t i o n  r e l a t i n g  t o  t h e  assessment  of 

a g r i c u l t u r a l  l a n d  on which a n  i r r i g a t i o n  system has  been 
HOUSE BILL i n t r o d u c e d  be  p r i n t e d  on each assessment  form. 

266 T h i s  b i l l  makes more c l e a r  t h e  p r o v i s i o n  t h a t  l a n d s  on which 
i r r i g a t i o n  systems have been i n s t a l l e d  would have a  t h r e e -  

y e a r  e x t e n s i o n  of assessment  v a l u e  from d r y l a n d  t o  i r r i g a t e d  s t a t u s .  The 
b i l l  s h o u l d  be  amended t o  show a  de layed  e f f e c t i v e  d a t e  because assessment  
forms a r e  a l r e a d y  p r i n t e d  f o r  1978. 

There  were no opponents .  

Rep. Nord tved t  asked where t h e  e x p l a n a t i o n  would be p u t  on t h e  assessment  
forms which a r e  a l r e a d y  f i l l e d  up. Rep. Huennekens adv i sed  t h e  Department 
o f  Revenue would have no problem p r i n t i n g  t h i s  a long  w i t h  o t h e r  l a w s  on 
t h i s  supplement .  Rep. Wil l iams exp la ined  t h e  s t a t u t e  5-7-216 a p p l i e s  t o  
t h e  new t y p e  o f  i r r i g a t i o n  system. 

Rep. Les J. H i r s c h ,  sponsor  of House B i l l  267, s a i d  t h i s  h i l l  would exempt 
r i g h t s  of e n t r y  from t a x a t i o n .  The r i g h t  of e n t r y  i s  t h e  r i g h t  t o  e n t e r  

l a n d  t o  e x p l o r e  f o r  m i n e r a l  r i g h t s  when a n o t h e r  pe rson  owns 
HOUSE BILL t h e  s u r f a c e  r i g h t s  o f  t h e  l a n d s .  

267 The r i g h t  of e n t r y  t a x  was c r e a t e d  abou t  1 9 2 1  - much l i t i g a -  
t i o n  has  r e s u l t e d  s i n c e .  The i s s u e  i s  clouded and complex 

because  of d i s t r i c t  c o u r t  r u l i n g s .  When a n  owner s e l l s  h i s  l and  and r e s e r v e s  
t h e  r i g h t  of e n t r y ,  t h e r e  i s  a  s e v e r e d  r i g h t  of e n t r y  i n t e r e s t .  The r e s e r v e d  
r i g h t  of e n t r y  cou ld  be  t a x e d ,  b u t  cou ld  n o t  t a x  t h e  conveyed r i g h t  o f  e n t r y .  
C o u r t s  have n o t  g i v e n  any d i r e c t i o n  a s  t o  how t o  app ly  t h i s  t a x .  Taxes 
range  from 25C t o  $7.10 an  a c r e ,  and t h e  t a x  h a s  become more d i s c r i m i n a t o r y  
and more c louded by a  d i s t r i c t  c o u r t  r u l i n g  t h a t  coun ty  t a x  a u t h o r i t i e s  have 
t o  prove t h a t  t h e r e  i s  m i n e r a l  v a l u e  benea th  t h e  s u r f a c e  i n  o r d e r  t o  t a x  
f a i r l y .  I n  1977 t h e r e  were 3,476,400 a c r e s  o f  a s s e s s e d  r i g h t  of e n t r y  t axed  
i n  Montana. I n  comparison t o  a l l  of Montana, t h i s  i s  i n s i g n i f i c a n t .  

Dennis Bur r ,  Department o f  Revenue p r o p e r t y  t a x  d i v i s i o n ,  exp la ined  t h e  
r i g h t  of e n t r y  is  s imply when t h e  owner keeps t h e  r i g h t  of e n t r y  he h a s  
t h e  r i g h t  t o  e n t e r  and e x p l o r e  f o r  m i n e r a l s  on t h a t  l and .  The DoR does  
n o t  t a x  m i n e r a l s  i n  p l a c e .  N o  method of  t a x i n g  t h a t  m i n e r a l  r i g h t  by 
t a x i n g  t h e  r i g h t  t o  look f o r  t h a t  m i n e r a l  r a t h e r  t h a n  t a x i n g  t h e  m i n e r a l  
i t s e l f .  The depar tment  cou ld  n o t  prove t h a t  t h e  r i g h t  of e n t r y  had any 
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value ,  and they could not  t a x  because of uncons t i tu t iondl i ty . ,  I t  is  i l l e g a l  
t o  t ax  the  r i g h t  of en t ry .  The people who want t o  v o l u n t a r i l y  pay a  r i g h t  
of e n t r y  t a x  average $2 an a c r e  ac ros s  the  s t a t e .  The t ax  i s  producing 
$180,000 ac ros s  the  s t a t e  pe r  year .  Some people f e e l  t h a t  by having a  
r i g h t  of e n t r y  t a x  v e h i c l e ,  t he  su r f ace  owner can r e u n i t e  s u r f a c e  r i g h t s  
wi th  minera l  r i g h t s .  They could redeem through de l inquent  t axes .  Th i s  i s  
one reason f o r  r e t a i n i n g  t h e  r i g h t  of e n t r y .  He suppor ts  g e t t i n g  r i d  of 
t h i s  t a x  a s  it r a i s e s  very l i t t l e  revenue and i s  u n c o n s t i t u t i o n a l  where 
c o u r t s  have ac ted .  

Dean Zinnecker s a i d  he was r e a l l y  not  an opponent. This  a f f e c t s  about 
$1.5 m i l l i o n  of taxable  va lue  and could a f f e c t  counties. .  He  recommends 
see ing  a  f i s c a l  no te  before  a c t i n g .  

Questions from the  committee revea led  - Golden Valley r ece ives  t axes  from 
r i g h t s  of e n t r y  assessments.  The ~ u r l i n g t o n  Northern pays t axes  on a l l  t h e  
r i g h t s  they have. Some of t h e i r  p roper ty  has cons iderable  t imber ,  Burr 
advised t h e  only  ones paying a r e  those who v o l u n t a r i l y  pay, There i s  unknown 
q u a n t i t i e s  of minera l  and unknown owners a s  we l l ,  and no way t o  p l ace  a  proper  
value on t h e  r i g h t  t o  e n t e r  and explore .  This  does no t  do away with r i g h t s  of 
e n t r y  - the department d o e s n ' t  want t o  t ax  them. Those who do pay t axes  on 
these  r i g h t s  use  t h i s  a s  a means of recording possession of the  r i g h t s  of 
e n t r y  i n  t h e i r  name. 

R e p .  Hirsch s a i d  i t  i s  u n c o n s t i t u t i o n a l  t o  t ax  on a  presumptive va lue .  Rep, 
Dassinger s a i d  a l l  l a r g e  companies a r e  very p r e c i s e  i n  fol lowing t h e  law -. 
they may t r y  t o  change the  law, b u t  a r e  very p r e c i s e  i n  fol lowing the  law,. 
Iiep. W i l l i a m s  wanted t o  know i f  t he  DoR only taxes  on sepa ra t e  owners. Yes, 

Rep. Nordtvedt r a i s e d  t h e  ques t ion  of whether r i g h t s  of e n t r y  a r e  valued a t  
time of s a l e  of  proper ty .  Burr s t a t e d  t h e r e  a r e  no t  enough s a l e s  by which t o  
e s t a b l i s h  a  market va lue .  I f  we d i d  have a  mineral  va lue ,  i s  it conceivable  
t h a t  t hese  r i g h t s  of e n t r y  could become very va luable?  Burr s a i d  it would be 
e a s i e r  t o  t a x  minera ls  than  the  r i g h t  of e n t r y .  Right of e n t r y  is evidence 
of c o n t i n u i t y  of t i t l e .  The r i g h t  of e n t r y  i s  the  r i g h t  of i ng res s  and eg res s ,  
U s u a l l y  t h i s  i s  consumated a t  t he  time of s a l e .  

Rep. Sive r t sen  s a i d  the  r i g h t  of e n t r y  i s n ' t  the  same a s  i t  used t o  be. Now 
you have t o  pay t o  g e t  e n t r y ,  have permi ts ,  e t c . ,  i t ' s  a  whole new b a l l  game. 
Kep. Underdal s a i d  when l e a s i n g ,  t h e  l e s s e e  and l e s s o r  both have r i g h t  of e n t r y ,  

Rep. Jay Fabreya, House ~ i s t r i c t  #44, explained H J R  10 is  a  follow-up of 
HR 161. This  j o i n t  r e s o l u t i o n  urges t he  Congress of t h e  United S t a t e s  t o  

enac t  a law t o  allow r e n t e r s  a  deduct ion f o r  t h e  po r t ion  of 
HOUSE JOINT r e n t  a t t r i b u t a b l e  t o  proper ty  tax .  
RESOLUTION 10 

Rep. Reichert  asked i f  it might no t  be more advantageous t o  
ask f o r  a t ax  c r e d i t  s ince  many people do not i t emize  deduct ions.  Rep. Fabrega 
s a i d  e i t h e r  a  t ax  c r e d i t  o r  deduct ion would be acceptab le .  
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Execu t ive  S e s s i o n :  

Rep. ~ i l l iams moved HB 266 DO PASS. Rep. Hi r sch  moved an amendment s t a t i n g  
an e f f e c t i v e  d a t e  be adopted - a d d " ( 5 )  E f f e c t i v e  d a t e .  T h i s  a c t  i s  e f f e c -  
t i v e  on J a n u a r y  1, 1980." Amendment was unanimously adopted.  House B i l l  266 
DO PASS AS AMENDED was approved unanimously. 

Rep. L ien  moved t h a t  HB 150 DO PASS. He r e p o r t e d  t h e  subcommittee on HB 150 
found n o t h i n g  i n  t h e  t e s t imony  t h a t  r e a l l y  c l a r i f i e d  t h a t  t h e  S&Ls shou ld  
n o t  be t a x e d .  The t a x e s  f o r  S&Ls would be r a i s e d  under HB 150 w i t h  t h e  pur- 
pose o f  e s t a b l i s h i n g  e q u i t y  i n  l i n e  w i t h  t a x e s  p a i d  by o t h e r  l e n d i n g  i n s t i t u -  
t i o n s  and c o r p o r a t i o n s .  They a g r e e  w i t h  e q u i t y ,  b u t  d o n ' t  l i k e  t o  have t o  
pay more t a x e s .  The subcommittee recommends t h a t  HB 150 b e  submi t t ed  t o  t h e  
committee w i t h o u t  t h e  amendment sugges ted  by t h e  S&Ls which would e s t a b l i s h  
r e s e r v e  f o r  bad d e b t s .  

Rep. Fabrega moved f o r  a l l  mot ions  pending t h a t  t h e  committee r e s e a r c h e r  
p r o v i d e  wordage t o  i n d i c a t e  t h a t  t h e  t a x  s h a l l  r e t u r n  t o  t h e  county f o r  
d i s t r i b u t i o n  t o  t h e  t a x i n g  j u r i s d i c t i o n s  i n  t h a t  county.  

Rep. B e r t e l s e n  mentioned HB 150 cou ld  t a k e  a b o u t  $3 m i l l i o n  from t h e  s t a t e  
and g i v e  i t  t o  t h e  c o u n t i e s  i n  which banks  and S&Ls a r e  l o c a t e d .  Banks were 
be ing  t axed  on bank s h a r e s  and were n o t  paying what t h e y  shou ld  have because  
of much o f  t h e i r  money b e i n g  i n v e s t e d  i n  f e d e r a l ,  munic ipa l ,  s t a t e  bonds 
t h e  i n t e r e s t  from which i s  t a x - f r e e .  T h i s  b i l l  w i l l  make t h e  i n t e r e s t  on 
such bonds t a x a b l e  t o  c o r p o r a t i o n s  who own 81% of such s e c u r i t i e s  - 2% a r e  
owned m i s c e l l a n e o u s l y ,  17% owned by i n d i v i d u a l s  who w i l l  n o t  b e  t axed .  

Rep. Fabrega s a i d  i f  t h i s  b i l l  i s n ' t  p a s s e d ,  we w i l l  t a k e  a  $3 m i l l i o n  r a p  
i n  revenue.  S&Ls a r e  n o t  now pay ing  a  s h a r e  t a x ,  b u t  a r e  paying a  corpora-  
t i o n  t a x .  

Rep. Huennekens adv i sed  t h e  concern i s  n o t  t h e  s t a t e  t a x ,  b u t  t h e  f e d e r a l  
t a x .  Rey .Nord tved t  s a i d  1/4 t o  1/3 of  1% would be  t h e  e f f e c t  o f  t h i s  addi-  
t i o n a l  t a x  on c o s t  of munic ipa l  bonds. 

Iiep. Fabrega moved amendments t o  be i n c l u d e d  on page 1 8 ,  l i n e  1 3 ,  f o l l o w i n g  
"payment.",  S t r i k e  "(1)";  and on page 19 ,  l i n e s  2  through page 20, l i n e  1, 
s t r i k e  Subsec t ion  ( 2 )  i n  i t s  e n t i r e t y .  Amendments were adopted unanimously. 

Rep. Lien amended h i s  motion t o  DO PASS AS AMENDED. Motion was adopted w i t h  
Rep. B e r t e l s e n  v o t i n g  No. 

The wordage p rov ided  by t h e  S t a f f  At to rney ,  Randy McDonald was: Page 12 ,  
Lines 1 and 2, f o l l o w i n g :  " i n " ,  s t r i k e :  " m u l t i p l e  t a x i n g  j u r i s d i c t i o n s " ;  
i n s e r t  "more than  one c o u n t y , " .  Page 1 2 ,  l i n e  3 ,  fo l lowing  " d i s t r i b u t i o n " ,  
i n s e r t :  "among t h o s e  c o u n t i e s " .  

Rep. Nordtvedt  moved HB 94 DO PASS. He t h e n  moved amendments be adopted.  See 
amendment on S tand ing  Committee Report .  Amendments were adopted w i t h  Reps. 
Dass inger ,  Johnson,  Underdal v o t i n g  No. HB 9 4  w i l l  be  h e l d  f o r  f u r t h e r  a c t i o n .  




