
HOUSE TAXATION COMMITTEE 

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

Chairman Her6 Huennekens c a l l e d  t h e  meet ing t o  o r d e r  i n  room 434, C a p i t o l  
B u i l d i n g ,  Helena,  a t  8 1 3 0  a,m., February  2 ,  1979, A l l  members were p r e s e n t ,  
S t a f f  a t t o r n e y  Randy McDonald was p r e s e n t ,  

B i l l s  t o  be  heardwere House B i l l s  269 and 407. 

Rep, Dan Yardley,  D i s t r i c t  #54,  L i v i n g s t o n ,  c h i e f  sponsor  of HE 269, e x p l a i n e d  
t h i s  b i l l  would remove t h e  d i s t i n c t i o n  f o r  i n h e r i t a n c e  t a x  p u r p Q s e s  between a 
s u r v i v i n g  j o i n t  t e n a n t  who i s  a  spouse  and one who i s  n o t ,  Under j o i n t  t enancy  

$4,000 i n h e r i t a n c e  t a x e s  a r e  p a i d  on a  $200,000 e s t a t e ,  L a s t  
HOUSE BILL y e a r ' s  t a x m e a s u r e  reduced t h i s  t o  $200, One-half be longs  

t o  t h e  s u r v i v o r  and one-half belonged t o  t h e  one who d i e d ,  
I 

269 L a s t  s e s s i o n  d e d u c t i o n s  were  r a i s e d  p r o v i d i n g  a  major  t a x  
r e d u c t i o n  on t h e  d e a t h  t a x e s  peop le  i n  Montana pay. HB 269 

would p u t  t a x e s  back as t h e y  were b e f o r e  1977,  The p r e s e n t  law p e n a l i z e s  
peop le  who have t h a t  t y p e  of s i t u a t i o n ,  

Opponents - 
Tom S t o h l ,  depar tment  of r evenue ,  opposes  HB 269 because  t h e  changes  made i n  
1977 were  a c t u a l l y  p a r t  of SB 71, a r e s u l t  of an  i n t e r i m  committee s t u d y  done 
between 1975-1977 s e s s i o n s ,  Much i n f o r m a t i o n  was f u r n i s h e d  by h i s  o f f i c e  and 
one o f  t h e  problems w a s  s e t t i n g  an e x c e p t i o n  f o r  a  s p e c i f i c  r e l a t i o n s h i p  o n l y  
t o  have t h a t  e x c e p t i o n  comple te ly  changed i n  e f f e c t  because  of j o i n t  t e n a n c i e s ,  
The s t a t u t e  d o e s  n o t  a l l o w  a n o n - r e l a t i v e  t o  be  a  j o i n t  t e n a n t  a t  a l l ,  It was 
p a r t  of a b a s i c a l l y  4-par t  o v e r a l l  t a x  r e l i e f  b i l l ,  It changed e x c e p t i o n s  
a l lowed f o r  a l l  r e l a t i o n s h i p s , p r o v i d e d  50% m a r i t a l  e x c e p t i o n  i n  a d d i t i o n  t o  t h e  
50% al lowed a l r e a d y ,  The s u r v i v i n g  spouse pays o n l y  approx imate ly  25%, Compu- 
t a t i o n  of tax was changed which tu rned  o u t  t o  be  t h e  l a r g e s t  s i n g l e  r e l i e f  i n  
t h a t  measure ,  When you exc lude  h a l f  of  t h e  p r o p e r t y ,  you w i l l  n o t  keep your  
e x c e p t i o n s  s t e a d y ,  S t a t u t e s  p r e s c r f b e d  a  s e t  amount, 

Does n o t  have s u f f i c i e n t  i n f o r m a t i o n  i n  h i s  o f f i c e  t o  g i v e  a real a c c u r a t e  
f i s c a l  n o t e ,  IIe i n d i c a t e d  a  revenue  g a i n  of about  $900,000, I n  August ,  1977, 
t h e  supreme c o u r t  r u l e d  t h a t  i n  t h e  c a s e s  wherein  a mortgage o r  l i e n  a g a i n s t  
j o i n t  p r o p e r t y  i s  h e l d ,  t h a t  mortage o r  l i e n  i s  100% d e d u c t i b l e  even i f  o n l y  
one-half  of t h a t  p r o p e r t y  i s  deduc ted ,  There  i s  a  b i l l  i n  t h e  S e n a t e  t o  change 
t h a t .  H e  had t o  a t t e m p t  t o  p u t  t h i s  i n t o  t h e  f i s c a l  n o t e  a t  t h e  t i m e ,  

Rep,  Yardley exp la ined  t h i s  is  a  t a x  r e l i e f  b i l l ,  t h e  $900,000 g a i n  i n  revenue 
would be made up  by t h i s  j o i n t  tenancy p r o p e r t y ,  The spouse ' s  t a x  r e l i e f  w i l l  
be  p rov ided ,  b u t  i f  any o t h e r  person is  p a r t  of a  j o i n t  t enancy ,  t h e r e  would 
be  an  Tncrease  i n  t a x ,  J o i n t  t enancy  was t o  h e l p  r e l a t i v e l y  small e s t a t e s ,  
You d o n t t  want t o  pu t  a l l  your  p r o p e r t y  i n  j o i n t  tenancy - o v e r  $200,000 d o n ' t  
put  i n t o  j o i n t  tenancy.  Suggested t h a t  i f  you can n o t  p a s s  t h e  b i l l  a s  w r i t t e n  
which r e a l l y  j u s t  e s t a b l i s h e s  t h e  same s i t u a t i o n  a s  b e f o r e ,  a t  l e a s t  a l l o w  a 
c h i l d  t o  be  exempt a s  was done two y e a r s  ago.  Proposed t h i s  a s  amendment t o  
HB 269, Was b a s i c a l l y  t r y i n g  t o  r e i n s t a t e  what was o r i g i n a l l y  meant.  
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Rep, Huennekens sa id  t h e  o r i g i n a l  law i n  Montana d id  not  g ive  a p a r t i c u l a r  
amount of advantage t o  t h e  spouse o the r  than  through t h e  deduct ion,  They no 
longer  t r e a t e d  ha l f  t h e  proper ty  a s  belonging t o  t h e  decedent and ha l f  t o  t h e  
spouse, The spouse w i l l  s t i l l  g e t  50% i n  a d d i t i o n  t o  t h i s  and t h e  $401000 
a  spouse is  allowed. 

Rep, Lien asked what t h e  f e d e r a l  e s t a t e  t a x  would be on a  $200,000 e s t a t e ,  
M r .  S toh l  s a i d  i t  would be very  u n l i k e l y  any f e d e r a l  o r  s t a t e  e s t a t e  t a x  
would be due on a  $200,000 e s t a t e ,  Both t h e  f e d e r a l  and s t a t e  b a s i c  exemp- 
t i o n s  a r e  $175,000 - a  spouse has  cons iderably  more, 

Rep, Fabrega suggested inc luding  t h e  ch i ld ren .  

Rep, Dassinger  asked how an e s t a t e  over $200,000 he ld  i n  j o i n t  tenancy by a  
parent  and c h i l d  would be t r e a t e d ,  It would be t r e a t e d  a s  belonging t o  t h e  
p a r e n t ,  When t h e  c h i l d  f i l e s  s t a t e  t a x  r e t u r n ,  t h e  c h i l d  shows $200,000 - you 
u s e  $100,000, Af t e r  3  yea r s ,  t h e  c h i l d  i s  considered a s  owning ha l f  t h e  
e s t a t e ,  On a  $300,000 e s t a t e ,  t h e  f e d e r a l  e s t a t e  t a x  i s  about 30%. 

Rep, Yardley s a i d  you would have t o  do t h i s  d i f f e r e n t l y , f o r  t he  f e d e r a l  e s t a t e  
t a x  purposes,  i t  w i l l  be $175,000 - over t h a t  f i g u r e  t h e  t a x  2s over 30%, 
Reminded t h e  committee they might inc lude  " issue" because t h a t  would inc lude  
grandchi ldren ,  

Rep, Hershel  Robbins, D < s t r i c t  $46, Roundup, chief  sponsor of HB 407, s a i d  
t h i s  b i l l  would al low an ind iv idua l  t o  deduct p o l i - t i c a l  con t r ibu t ions  from 
h i s  income t a x  r e t u r n  i n  accordance with t h e  f e d e r a l  i n t e r n a l  revenue code 

f o r  income t a x  purposes.  
HOUSE BILL 

Howard 0 ,  Vra l s t ed ,  income t a x  d i v i s i o n ,  department of revenue, 
407 s a i d  t h e r e  was a  problem a s  t o  whether t o  cont inue  t o  a l low 

p o l i t i c a l  c o n t r i b u t i o n s  t o  be deducted from s t a t e  income t a x  
r e t u r n s ,  Th i s  b i l l  would cont inue  unin ter rupted  t h e  allowance of p o l i t i c a l  
c o n t r i b u t i o n s  t o  be deducted, It al lows f o r  up t o  $100 f o r  s i h g l e  persons o r  
$200 f o r  marr ied persons. 

There were no opponents, 

Ques t ions  from the  committee - 
Rep, Reicher t  mentioned t h e  f e d e r a l  has  a  maximum of a $25 c red i . t .  

Rep, Burnet t  mentioned i f  you don ' t  cont inue t h i s ,  t h e r e  would be no deduct ion,  

Rep, Fabrega s a i d  i n  accordance wi th  t h e  r e l a t i o n s h i p  of f e d e r a l  t o  s t a t e ,  i t  
would be  about a  $20 allowance f o r  married persons ,  

EXECUTIVE SESSION 

HOUSE BILL 267 - The committee discussed Exhib i t  A ,  Rep, Hirsch suggested 
t h e  committee consider  an annual r eco rda t ion ,  The o t h e r  procedure is  a  one- 
time r eco rda t ion  f e e ,  

Rep. Dassinger s a id  t h e  r a i l r o a d  i s  having disagreements i n  d i f f e r e n t  depar t -  
ments of t h e i r  opera t ion  about whether t o  cont inue t o  pay t axes  on t h e i r  r i g h t s  
of en t ry .  
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Rep, Nordtvedt t h inks  thi 's  might be a j u d i c i a r y  connnittee.problem, Suggests  
some kind of an in t e r im  ove r s igh t  s tudy,  

Rep, S i v e r t s e n  ques t ions  t h e  n e c e s s i t y  f o r  t h i s  form of t axa t ion  o t h e r  than 
t h e  f a c t  t h a t  we don't  want t o  diminish t h e  t a x  base i n  c e r t a i n  coun t i e s ,  
The Revenue Oversight Committee d i d n t t  come t o  any conclusion on t h i s  t a x c  
Is t h e r e  any way t o  implement and c o l l e c t  because you have t o  p l ace  a  v a l u e  
on what you a r e  tax ing .  I f  a  b a s i s  f o r  t h i s  could be e s t a b l i s h e d ,  might be 
a b l e  t o  do something about i t .  

Rep, Reicher t  thought they r e a l l y  e r r ed  i n  no t  appeal ing a  cour t  case ,  

Rep, Williams remarked t h i s  has  been pushed from one se s s ion  t o  ano the r ,  
There a r e  two r e a l  important f a c t o r s  - t h e  department of revenue wanted t o  
r e p e a l  t h e  law completely because i t  is d i f f i c u l t  t o  a c h i w e  any kind of 
e q u i t a b l e  approach. County a s s e s s o r s  have been dec id ing  the  va lue  i n  t h e i r  
own coun t i e s ,  Only about 1% of cases  r an  i n t o  any d i f f i c u l t y .  Recommends 
t h e r e  might be equ i ty  i n  a  f e e  system. 

Rep, Fabrega th inks  t h e  problem wi th  the  r e g i s t r a t i o n  i s  t h a t  t hese  a r e  proper ty  
r i g h t s  - ones t h a t  a r e  recorded i n  your name. Under t h e  p rope r ty  t a x  system it 
has t o  have a  va lue ,  I f  you f a i l  t o  r e g i s t e r ,  you have abandoned t i t l e  and i t  
i s  open t o  someone e l s e ,  The department of revenue cannot t a x  equ i t ab ly  because 
of no way t o  va lue ,  Make i t  a  non-taxable r i g h t  of e n t r y  - i t  has been done. 
Might run i n t o  u n c o n s t i t u t i o n a l i t y  and t h e  problem of determfning va lue .  Thinks 
t h e  dec i s ion  of the  committee f s  whether they  want t o  r e l i e v e  t h e  department of 
revenue from t r y i n g  t o  c o l l e c t  a  tax t h a t  i s  t e c h n i c a l l y  u n c o l l e c t i b l e  o r  t o  
l eave  i t  t h e r e  and l e t  those  who want t o  pay do so? 

Rep, Huennekens would have been w i l l i n g  t o  drop t h e  whole ma t t e r  i n  t h e  
in t e r im  committee - most of t h e  committee f e l t  ' l e t ' s  f o r g e t  i t t ,  

Rep, S i v e r t s e n  agreed wi th  Herb, He can apprec i a t e  t h e  problem. It i s  a 
means of a  l o s s  of t a x  base i n  h i s  county - i t  i s  a l o s s  t o  s e v e r a l  c o u n t i e s  
t h a t  i s  s u b s t a n t i a l  - doesn ' t  want t o  put  a  burden on t h e  coun t i e s ,  The law 
has no t  h u r t  u s  a t  t h i s  t ime, Understand t h e  problem t h e  department of revenue 
has ,  It may be b e s t  j u s t  t o  l e a v e  i t  on t h e  books a t  t h i s  t ime, 

Rep, Underdal wondered about t h e  va lue  of coa l  under land t h a t  cannot be mined. 

Rep, Dassinger recommended g iv ing  t h i s  t o  t he  j u d i c i a r y  c o m i t t e e ,  

Rep, Ber te l sen  remarked mining companies a r e  de lv ing  i n t o  proper ty  r i g h t s  - 
would be an insurmountable t a s k ,  

Rep, Hirsch doesn ' t  have any f e a r s  wi th  t h e  f e e s  system s i n c e  i t  would no t  
make f o r  con f i sca t ion  of proper ty ,  People may l o s e  t h e i r  minera l  r i g h t s ,  A 
t ax  shows a  continuance of t i t l e .  I f  HB 267 were repealed and another  means 
s e t  up, continuance of t i t l e  would be p ro t ec t ed .  Rep, Williams moved t h a t  Rep. 
Hirsch be allowed t o  prepare  an approach t o  t h i s  ma t t e r  wlth t h e  p o t e n t i a l  
of a  committee b i l l ,  

The committee approved p repa ra t ion  of a  proposed c o m i t t e e  b i l l .  
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HOUSE BILL 407 - Rep, Wil l iams moved HB 407 DO PASS, The d e d u c t i o n  f o r  
p o l i t i c a l  con t ' r ibu t ion  would be $100 p e r  i ' nd iv idua l .  He recommended a  DO PASS 
w i t h  t h e  p o s s i b i l i t y  t h a t  t h e  committee s t a f f  a t t o r n e y  may f i n d  s i m p l e r  language,  
Motion c a r r i e d  w i t h  Rep, B u r n e t t  v o t i n g  No. Al .1  members were p r e s e n t ,  

HOUSE BILL 210 - Rep, S i v e r t s c n  proposed a  committee b i l l  be  p repared  on appro- 
p r i a t i n g  fund ing  of t h e  Tumor R e g i s t r y ,  

Rep, Nordtvedt  i s  s t i l l  n o t  s o l d  on t h e  programs, b u t  i s  s o l d  on t h e  n o t i o n  
t h a t  we shou ld  i n c r e a s e  t h e  c i g a r e t t e  t a x ,  

A s  a  s u b s t i t u t e  motton Rep. L ien  moved t h a t  HB 210 DO'NOT PASS, 

R e p ,  B e r t e l s e n  made a s u b s t i t u t e  motion f o r  a l l .  mot ions  pending t h a t  HB 210 
BE TABLED i n  o r d e r  t o  be  a61e t o  c o n s i d e r  t h i s  l a t e r  because  of t h e  i n t e n t  t o  
s u p p o r t  t h e  Tumor R e g i s t r y ,  Reps, L ien ,  S i v e r t s e n  and Vinger v o t e d  No! a l l  
a t h e r  members approved,  Motion t o  T n b l e  was adopted.  

Meeting ad journed  a t  1 1 ; 3 0  a,m. 

R@. HERB ~FL~ENNEKENs, chairman 

~ o s e ~ h i n i  Laht  i, S e c r e t a r y  




