
HOUSE TAXATION COMMITTEE 

46th  L e g i s l a t u r e  

Rep. Herb Huennekens, Chairman, c a l l e d  t h e  meeting t o  o r d e r  a t  8:30 a.m., 
February 7 ,  1979, i n  room 434, Cap i to l  Bui ld ing ,  Helena. A l l  members of 
t h e  committee were p re sen t .  Randy McDonald, s t a f f  a t t o r n e y  was p re sen t .  

B i l l s  t o  be heard today were House B i l l s  546, 479, 367. 

Rep. E.N. Dass inger ,  D i s t r i c t  #50, Forsy th ,  ch ie f  sponsor ,  s a i d  HB 546 would 
i n c r e a s e  t h e  gas  and d i e s e l  f u e l  t axes  by 1 C  a  ga l l on  most of which would be  
a l l o c a t e d  t o  l o c a l  governments f o r  road c o n s t r u c t i o n  and maintenance. 

HOUSE BILL John F i t z p a t r i c k ,  O f f i c e  of Budget and Program Planning,  
s a i d  t h i s  t a x  on gas  and o t h e r  f u e l s  would r a i s e  approximately 

546 $8.1 m i l l i o n .  See h i s  testimony a t t ached .  I 
Dan K. Mizner, Montana League of C i t i e s  and Towns, Helena, is  a  proponent wi th  
some r e s e r v a t i o n s .  HB 546 a l l o c a t e d  $800,000 f o r  s i g n a l  maintenance, S igna l s  
o u t s i d e  of c i t i e s  a r e  paid f o r  by coun t i e s .  They f e e l  t h e  highway department 
should t a k e  c a r e  of maintenance of t h e s e  s i g n a l s .  H e  sugges t s  t h i s  b i l l  ea r -  
mark money f o r  t h e  highway department f o r  c o n t r a c t i n g  f o r  maintenance of s i g n a l s  
f o r  l o c a l  governments . 
Mike McGrath, Department of J u s t i c e ,  suppor t s  t h e  b i l l  and s a i d  they have no 
o b j e c t i o n s  t o  t h e  funding of t h e  highway p a t r o l  s i n c e  54% comes from t h e  gas  
tax .  Th i s  b i l l  would provide f o r  100% funding f o r  personnel  s e r v i c e s  f o r  t h e  
highway p a t r o l .  The gas  t a x  i s  a  u se r  t a x  - no problems wi th  t h e  c o n s t i t u t i o n -  
a l i t y  regard ing  t h e  use  of t h e  money. 

Dean Zinnecker,  D i r e c t o r  of t h e  Montana Assoc ia t ion  of Count ies ,  f e e l s  t h i s  b i l l  
may save  a  l o t  of people  money i n  t h e  long run ,  Favors changing formula f o r  
d i s t r i b u t i o n  t o  50/50 between coun t i e s  and c i t i e s .  See testimony a t t ached .  

Opponents: 

Lar ry  Tobiason, Montana Auto Assoc ia t ion ,  Helena, opposes HB 546 because he  
f e e l s  t h i s  e x t r a  t a x  is  r a i s e d  t o  ba lance  t h e  budget - would be gene ra l  fund 
money. There is  no p rov i s ion  f o r  any money going back i n t o  t h e  highway depar t -  
ment fund,  Gas tax is  a l r eady  7C o r  8~  - f e d e r a l  government i s  cons ide r ing  
r a i s i n g  t h e  t a x  another  1 0 ~  pe r  ga l lon .  The automobile i s  t h e  most h igh ly  
taxed a r t i c l e  i n  t h e  s t a t e .  H e  t h i n k s  t h e  highway p a t r o l  should s t i l l  be  
funded ou t  of t h e  gene ra l  fund. 

Ed Nelson, Montana Tax Payers  Assoc ia t ion ,  Helena, t h i n k s  t h i s  l e g i s l a t i o n  
w i l l  i n c r e a s e  gas  t a x e s  and reduce b e n e f i t s  t o  gas  d e a l e r s  8C t o  1 0 ~  p e r  
g a l l o n  on t o p  of t h e  8C and 1 0 ~  on now, making 18C t o  20C a  g a l l o n  tax now, 
Would you pay t o  ge t  a s  h igh  a  percentage on a  gene ra l  s a l e s  t a x  a s  you do 
on s p e c i f i c  i t e m s ?  Tax Payers  do support  a  gas  t a x ,  See testimony a t t a c h e d ,  
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Marvin C .  Beck, Intermountain O i l  Assoc ia t ion ,  Deer Lodge, cannot suppor t  t h i s .  
It w i l l  g ene ra t e  $5 m i l l i o n .  House B i l l s  63, 60, 546, 479, Sena te  B i l l s  358, 
324 a r e  a l l  ask ing  f o r  a  penney o r  two pennies ,  inc lud ing  d i e s e l ,  i n c r e a s e .  
Cannot con t inue  t o  i n c r e a s e  t h e  t a x  t h a t  is  being proposed by a l l  of t h e s e  
b i l l s .  

Harold L. Paulsen ,  Highway Users ,  Helena, oppose HB 546. They suppor t  HB 63 
t o  provide  funds f o r  c o n s t r u c t i o n  of t h e  i n t e r s t a t e  system. Can s e e  m e r i t s  
of HB 546 but  t h i n k  t h e  i n t e r s t a t e  is  more important .  See testimony a t t ached .  

Carol  Ki rk land ,  Montana Petroleum Assoc ia t ion ,  Helena, opposes HB 546. Supports  
p o s i t i o n  of Montana Highway Users Federa t ion .  , 

Rep. Dassinger  c losed  say ing  t h e  h igh  c o s t  of automobiles  compared t o  t h e  c o s t  
of g a s o l i n e  i s  no t  a  b i g  i t e m  i n  t r a n s p o r t a t i o n  c o s t s  - i t  i s  a  very  smal l  
p o r t i o n  of t r a n s p o r t a t i o n .  I f  i t  were a  de t r iment  t o  t h e  use  of f u e l ,  i t  
would be  an advantage. 

Ques t ions  from t h e  committee - 
Rep. Dassinger  s a i d  t o  M r .  Nelson t h e  s p e c i f i c  s a l e s  t a x  he mentioned is a 
l i t t l e  b i t  h igh  compared t o  terms of what a  gene ra l  s a l e s  t a x  would r a i s e .  

Rep. Johnson asked M r .  F i t z p a t r i c k  i f  they  have considered us ing  o t h e r  means of 
funding t h e  highway p a t r o l  such a s  an e x c i s e  t ax?  M r .  F i t z p a t r i c k  s a i d  i t  
c o s t s  $3.3-$3.5 m i l l i o n  per  year  t o  fund t h e  highway p a t r o l ,  and an e x c i s e  t a x  
might no t  r a i s e  t h a t  much money. 

Rep. Williams asked M r .  F i t z p a t r i c k  why t h e  b i g  i n c r e a s e  between 1979 and 1980 
c o s t ?  I n  1979 t h e  amount of money t h a t  is  i n  an earmarked account t o t a l e d  
$153,000, f o r  1980 i t  i s  $623,000. M r .  F i t z p a t r i c k  s a i d  t h a t  i s  n o t  an in-  
c r e a s e  i n  t h e  budget,  t h a t  is  a  change i n  t h e  funding mix. Going t o  earmarked 
accounts  r a t h e r  than gene ra l  fund suppor t .  I n  1979 t h e  t o t a l  budget was $593,000, 
$153,000 i s  earmarked revenue, t h e  remainder is  gene ra l  fund money. The $30,000 
i n c r e a s e  over  1979 i s  being proposed t o  be funded from earmarked revenue. 

M r .  Mizner recommends t h i s  be an earmarked fund d i r e c t e d  t o  t h e  highway depar t -  
ment and t h e  highway department could fund s i g n a l s  then.  

Rep. Be r t e l s en  recommends us ing  a  percentage r a t h e r  than a s e t  amount. M r .  
F i t z p a t r i c k  s a i d  they could do t h a t  i f  s o  h i shed .  Taking a  percentage  t r u l y  
t i es  t h e  hands of t h e  l e g i s l a t u r e  when i t  g e t s  t o  app rop r i a t i ons .  

Rep. Nordtvedt asked t o t a l  y e a r l y  c o s t  t o  run t h e  highway p a t r o l ,  and i f  s i z e  
is  t o  be  changed. M r .  F i t z p a t r i c k  s a i d  i t  c o s t s  $7.2 m i l l i o n  from a l l  funds.  
Addi t iona l  n o t i f i c a t i o n  has  been reques ted .  Current  l e v e l  w i l l  n o t  s h i f t  
cons iderab ly .  

Rep. Huennekens asked M r .  F i t z p a t r i c k  how f a r  a r e  we i n f r i n g i n g  on appropr ia -  
t i o n s ?  M r .  F i t z p a t r i c k  s a i d  no t  a l l .  A l i s t  of money would be a v a i l a b l e .  

Rep. Fabrega asked M r .  F i t z p a t r i c k  about t r a f f i c  c o n t r o l  dev ices .  M r .  F i t z p a t r i c k  
s a i d  t h e  highway department has  t o  c o n t r a c t  ou t  work of maintenance. The s t a t e  
t akes  c a r e  of t r a f f i c  s i g n a l s  o u t s i d e  of c i t i e s  and towns, o therwise  t h e r e  is  a  
c o n t r a c t .  This  w i l l  a l low c i t i e s  t o  t ake  t h i s  money and maintain s i g n a l s  i f  
they wish,  
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Rep. Fabrega asked Tom Crowley, C i t y  Engineer,  Missoula,  how he  f e l t  about t h e  
proposed funding of s i g n a l  dev i ce s  f o r  c i t i e s .  M r .  Crowley s a i d  t h e  b i l l  would 
need t o  be  amended so  t h e  highway department would r e c e i v e  t h e  monies f o r  
t r a f f i c  s i g n a l s  because p re sen t  law s t a t e s  i t  i s  t h e i r  job t o  main ta in  t r a f f i c  
s i g n a l s .  See h i s  tes t imony a t t a c h e d .  

Dean Zinnecker remarked t h i s  b i l l  only makes i t  permissive f o r  c i t i e s  and 
c o u n t i e s  t o  u se  money f o r  t r a f f i c  c o n t r o l  dev ices .  

Rep. Underdal asked M r .  F i t z p a t r i c k  what percentage of t r a f f i c  c o n t r o l  i s  
o u t s i d e  of c i t i e s .  He d i d n ' t  know. 

Rep. ~ a s s i n ~ i ? ~ ? % d a t  t h e  t o t a l  f i n e s  c o l l e c t e d  a r e  and where they a r e  a l l o c a t e d .  
M r .  F i t z p a t r i c k  d i d n ' t  know a t  t h e  moment. 

Rep. P o l l y  Holmes, D i s t r i c t  #67, B i l l i n g s ,  ch i e f  sponsor ,  s a i d  HB 479 would 
i n c r e a s e  t h e  g a s  l i c e n s e  t a x  by 1 C  per  g a l l o n  t o  be a l l o c a t e d  back t o  l o c a l  
governments ( c i t i e s  and towns) on t h e  same formula a s  i t  now is. Th i s  w i l l  

no t  be enough t o  do t h e  job a s  we l l  a s  i t  should be done, but  
HOUSE BILL t h i s  w i l l  he lp .  Another b i l l  l evying  a  t a x  on d i e s e l  f u e l  is  

coming. Also i nc ludes  coun t i e s .  
479 

Dan Mizner, execut ive  d i r e c t o r  of C i t i e s  and Towns, suppor t s  
HB 479. 

Dean Zinnecker,  D i r ec to r  of Montana Assoc ia t ion  of Count ies ,  suppor t s  HB 479, 
say ing  t h e r e  a r e  63,000 m i l e s  of county roads  i n  despe ra t e  shape and they need 
some means t o  improve them because of l a c k  of sovere ign  immunity. 

Walt Re i s ig ,  B i l l i n g s  C i ty  Councilman from Ward 5, B i l l i n g s ,  suppor t s  HB 479 
i n  p re fe r ence  t o  o t h e r  such b i l l s ,  See testimony a t t ached .  

Tom Crowley, C i t y  Engineer f o r  t h e  C i ty  of Missoula,  suppor t s  HB 479. Based 
on c o s t  of handl ing a  c i t y ,  they cannot adequate ly  main ta in  s t r e e t s .  They have 
1700 b locks  of developed s t r e e t s .  It c o s t s  $14,000 t o  pave one b lock  37 f e e t  
wide. They r e c e i v e  $249,000 pe r  year  from gas  t a x  money and $110,000 from 
l i c e n s e  fees. A t  14,000 pe r  block,  it  w i l l  t a k e  6 5  yea r s  t o  complete a  program. 
A 30-year l i f e  cyc l e  i s  recommended. Proper ty  owners do n o t  want t o  be  a s se s sed  
f o r  t h e  c o s t  of curbs  which i s  $100,000 per  year .  Doing i t  t h i s  way, t h e  c i t y  
would make a  l i f e  cyc1.e of 90 y e a r s .  

A 1  Thelen, C i ty  of Helena, s a i d  a  $60 m i l l i o n  c o s t  of proposed improvements 
has  been reduced t o  $30 m i l l i o n  - t h q  a r e  g e t t i n g  $4 m i l l i o n .  They a r e  
levying  11 m i l l s  f o r  improvements and maintenance of streets. They c a n ' t  
go t o  t h e  proper ty  t ax  payer  and a r e  looking f o r  some o t h e r  means of funding 
necessar?  needs.  They support  HB 479. 

Opponents: - 

J i m  Manion, Montana Automobile Assoc ia t ion ,  opposes HB 479, saying t h e  a u t o  
owner is  one of t h e  h ighes t  taxed i n d i v i d u a l s  i n  Montana. There a r e  s i x  
o t h e r  b i l l s  t o  r a i s e  t h e  gas  t a x .  They f e e l  t h i s  i s  p l ac ing  an u n f a i r  burden 
on t h e  r e s i d e n t s  of Montana. When memb&s were asked i f  they were i n  f avo r  of 
a gas  t a x  p r i c e  i nc rease  f o r  t h e  cons t ruc t ion  of c i t y  streets, 64% s a i d  they  
were n o t ,  Perhaps c i t i e s  and towns could be encouraged t o  use  an increased  
m i l l  l evy  o r  b r ing  t h i s  t o  t h e  v o t e  of t h e  people  t o  see i f  they want a  gas  
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t a x  and i f  they  approve, o p e r a t e  i t  a t  t h e  d i s c r e t i o n  of t h e  l o c a l  government. 

M r .  Manion s a i d  Mons Teigen of t h e  Montana Stockgrowers Assoc ia t ion  opposes 
HB 479 suppor t ing  t h e  view of t h e  Montana Automobile Assoc ia t ion .  

Marvin Beck, Intermountain O i l  Assoc ia t ion ,  opposes HB 479 .  The r a t i o  of 
popula t ion  t o  mileage b o t h e r s  him, Everybody pays t h i s  t ax .  Thinks t h e  r a t i o  
should be  s t u d i e d  a  l i t t l e  more. Doesn't t h i n k  t h e  50% t o  t h e  l a r g e r  popula- 
t i o n  is  u n f a i r .  Went a long wi th  t h e  proposal  of I C  f o r  i n t e r e s t a t e  system, 

Harold Pau l sen , ,  Highway Users Fede ra t i on ,  Helena, supported HB 6 3 ,  bu t  do 
no t  support  HB 479 .  See testimony a t t ached .  

Ed Nelson, Montana Taxpayers Assoc ia t ion ,  Helena, recommends requirements  you 
won't f i n d  any r educ t ion  i n  t h e  need f o r  p roper ty  t a x a t i o n .  I f  you a r e ,  i n  
f a c t ,  going t o  do something l i k e  t h i s  f o r  t h e  b e n e f i t  of l o c a l  governments, t h a t  
t h e  language w i l l  p rec lude  b a i l i n g  ou t  any s t a t e  agency f o r  balancing i t s  
budget b e n e f i t .  P l ea se  don ' t  l e t  t h i s  g e t  away from you. 

Carol  Ki rk land ,  Montana Petroleum Assoc ia t ion ,  concurs  i n  oppos i t ion  t o  t h i s  
b i l l .  

Rep. Holmes s a i d  i n  c l o s i n g  people  a r e  being asked whether they  t h i n k  t h i s  t a x  
is necessary .  The formula has  been c r i t i c i z e d ,  but  i t  is  no t  being changed. 
She f e e l s  i t  i s  a  t r a d i t i o n .  M r .  Paulsen suggested we fund road r e p a i r s  f o r  
l o c a l  governments by a  l o c a l  l evy  - s e v e r a l  a r e a s  a r e  levying t o  t h e i r  l i m i t  
a l r eady .  Persons  who don ' t  use  t h e  s t r e e t s  should no t  be asked t o  pay f o r  
something they do no t  use .  

Quest ions from t h e  committee - 

Rep. Re iche r t  asked M r .  Mizner what 1C br ings  i n  per  year ,  Both HB 479  and 
HB 546 r e l a t e  t o  t h e  same t h i n g ,  bu t  HB 479 purpo r t s  t o  r a i s e  $6,500,000 t o  
$11,500,000 and HB 546 $2,300,000. M r .  Mizner s a i d  a  1 C  t a x  on gas  r a i s e s  a  
l i t t l e  over  $5 m i l l i o n  based on p a s t  h i s t o r y .  A 1 C  t a x  on d i e s e l  r a i s e s  j u s t  
under $ 1  m i l l i o n .  Out of t h a t  $6 m i l l i o n ,  would be $11.8 m i l l i o n  - $4.2  m i l l i o n  
would go i n t o  t h e  highway department.  Any excess  over 1 C  b r ings  i n  goes t o  
highway department fund. 

Rep. Dassinger  asked M r .  Nichols ,  admin i s t r a to r  of t h e  Motor Vehicles  Tax 
Div i s ion  of t h e  Department o  Revenue, , i f  he had a  comparison of what each 
b i l l  would provide,  M r .  N i c  01s s a i d  /he d i d n ' t  have a  breakdown. Gasol ine  
r e funds  on 37 m i l l i o n  g a l l o n  goes back t o  r u r a l  a r e a s  92%. i 
Rep. Nordtvedt asked M r .  c roh l ey  i f  they s t a r t  r e p a i r i n g  curbs  w i th  gas  t a x  
money, a r e n ' t  some of t h e  persons who have a l r eady  paid f o r  curbs  going t o  be 
unhappy, M r .  Crowley s a i d  they would l i k e  t o  cons ider  paying f o r  t h e  cu rbs  
and g u t t e r s  - it  could make some persons unhappy. 

Rep. Fagg quest ioned M r .  Manion about persons who don ' t  d r i v e  r ece iv ing  any 
b e n e f i t s ,  Mr, Manion s a i d  o t h e r  people who don ' t  d r i v e  o r  d r i v e  very  l i t t l e  
do b e n e f i t  from s t r e e t s  and roads.  Non-users a r e  served by o t h e r  v e h i c l e s  
which use  t h e  roads  and r e c e i v e  some b e n e f i t s  i n  t h a t  manner, Rep. Fagg 
asked about t h e  64% who d o n ' t  want t h e  t a x  i n  t h e i r  membership - where were 
t h e  surveys  taken? M r .  Manion s a i d  t h e  Montana Motor i s t  included a p o l l  i n  
t h e i r  pub l i ca t i on .  

* Fag, 

asked who w r  tes t h e  ques t i ons  f o r  t h e  p o l l s ?  
M r .  Manion s a i d  t h e  s t a t i s t i  a 1  depar&ent  of t h e  C a r r o l l  Col lege ,  

1 
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Rep. Fagg f e e l s  t h e y  have no r e l i a b i l i t y ,  

Rep. B e r t e l s e n  asked which b i l l  t h e  c o u n t i e s  and towns p r e f e r r e d ,  M r .  Mizner 
recommends HB 479. HB 546 t a k e s  c a r e  of o n l y  one s m a l l  p o r t i o n ,  

Both b i l l s  w i l l  be he1.d u n t i l  r e l a t i v e  b i l l s  a r e  r e c e i v e d  i n  committee.  

Rep. Ed L i e n ,  D i s t r i c t  #49, Wolf P o i n t ,  c h i e f  sponsor  exp la ined  HB 367 would 
exempt wool p o o l s  from c o r p o r a t i o n  l i c e n s e  t a x e s .  It would c l a r i f y  t h a t  wool 
p o o l s  a r e  exempt from t h e  $50 l i c e n s e  t a x .  There  a r e  25 wool p o o l s  i n  Montana. 

HOUSE BILL Bob G i l b e r t ,  Secre ta ry -Treasure r  fok  t h e  Wool Growers As- 
s o c i a t i o n ,  s a i d  o u t  of t h e  25 wool p o o l s ,  1 0  a r e  paying 

367 t h e  c o r p o r a t i o n  l i c e n s e  t a x .  The f i s c a l  n o t e  is  n o t  a c c u r a t e .  
T h i s  b i l l  s a y s  t h e y  w i l l  be  exempt from t h e  c o r p o r a t i o n  law. 

B i l l  G r o f f ,  S p e c i a l  L e g i s l a t i v e  Adviser  f o r  t h e  Department of Revenue, s a i d  
t h e  depar tment  wholehear ted ly  s u p p o r t s  t h i s  b i l l .  A wool poo l  i s  a  n o n - p r o f i t  
o r g a n i z a t i o n .  They approve p a s s i n g  t h i s  b i l l  and g e t t i n g  i t  o u t  of t h e i r  h a i r .  

Rep. Huennekens asked M r .  Groff  i f  t h i s  would be covered i n  a n o t h e r  s e c t i o n  
because  of t h e  q u e s t i o n  of whether  sheep a r e  s o l d  th rough  t h e  wool p o o l .  He 
s a i d  a n  amendment t o  t h a t  e f f e c t  might s o l v e  a  few q u e s t i o n s .  

EXECUTIVE SESSION 

HOUSE BILL 367 - Rep, L ien  moved t o  amend HB 367 by i n s e r t i n g  "wool and sheep" 
wherever 'wool' a p p e a r s .  Unanimously adopted.  Reps. R u r n e t t  and Fagg were 
a b s e n t .  Rep. L ien  made a  motion t h a t  HB 367 DO PASS AS AMENDED, Unanimously 
adopted.  Rep. Fagg was a b s e n t .  

HOUSE BILL 94 - Would have provided a  maximum c r e d i t  of $5,000 p l u s  20% of  
amount o v e r  $5,000. The s t a t e  a l l o w s  115 of f e d e r a l  l i a b i l i t y .  

Meeting ad journed  a t  11. : 00 a.m. 

)@Pi HERB ~~JENNEICENS, Chairman 

J o s e p h i n e  L a h t i ,  S e c r e t a r y  
/ / 




