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

The m e e t i n g  w a s  c a l l e d  t o  o r d e r  i n  Room 434,  a t  8 : 3 0  a.m. F e b r u a r y  8 ,  1979,  
by  t h e  c h a i r m a n ,  R e p r e s e n t a t i v e  Herb Huennekens. A l l  members were p r e s e n t  
a s  w a s  Randy McDonald, s t a f f  a t t o r n e y .  

House B i l l s  465,  466,  and 471  w e r e  t o  b e  h e a r d .  

R e p r e s e n t a t i v e  Dennis  G. Nathe ,  D i s t r i c t  # 1 ,  S h e r i d a n  County ,  e x p l a i n e d  HB 
465 o f  which  h e  i s  s p o n s o r .  S e e  copy o f  h i s  e x p l a n a t i o n  a t t a c h e d .  H e  t h i n k s  

" F a i r  i s  f a i r ! "  
HOUSE BILL 

W. Boyce C l a r k e ,  I n d e p e n d e n t  I n s u r a n c e  Agents  o f  Montana,  
465 He lena ,  r e i t e r a t e d  Rep. N a t h e ' s  comments, and s u p p o r t s  HB 465. 

T e r r y  Meagher,  r e p r e s e n t i n g  t h e  S t a t e  A u d i t o r ' s  O f f i c e ,  s a i d  h i s  o f f i c e  t a k e s  
no p o s i t i o n  o n  t h i s  b i l l  and a r e  p r e s e n t  t o  answer  q u e s t i o n s .  

John Cadby, Montana Banke r s  A s s o c i a t i o n ,  He lena ,  s a i d  many t r a d e  a s s o c i a t i o n s  
have  p r i v a t e  i n s u r a n c e  p l a n s  and it is d i f f i c u l t  t o  p a y  t a x e s  when B lue  C r o s s  
d o e s n ' t  have  t o .  They a r e  i n  d i r e c t  c o m p e t i t i o n  w i t h  Blue C r o s s  and B lue  
S h i e l d  who d o  n o t  have  t o  pay  any  premium t a x .  I n  o r d e r  t o  compete  e f f e c t i v e l y ,  
t h e y  t r y  t o  o p e r a t e  more e f f i c i e n t l y  and a t  l e s s  c o s t  and s t i l l  p r o v i d e  t h e  same 
amount o f  b e n e f i t s  t h a t  a r e  p r o v i d e d .  

The re  were  no o p p o n e n t s .  

Rep. Na the  c l o s e d  s a y i n g  some o f  t h e  p r i v a t e  c a r r i e r s  have  b e e n  f u n c t i o n i n g  
i n  a  p o s i t i o n  where t h e  c o m p e t i t i o n  h a s  had a n  undue a d v a n t a g e  o v e r  them. 

Q u e s t i o n s  f rom t h e  commi t t ee :  

Rep. Underda l  a s k e d  i f  t h i s  would b e  r e f l e c t e d  on  t h e  premiums - where w i l l  t h e  
a d v a n t a g e  g o ?  Rep. Nathe  t h i n k s  t h e y  would b e  r e f l e c t e d  i n  d e c r e a s e d  premiums. 

M r .  Cadby s a i d  n o n - p r o f i t  t r u s t  a c c o u n t s  a r e  a d m i n i s t e r e d  i n  t h e i r  o f f i c e  and 
a f t e r  p a y i n g  c o s t s  and i n s u r a n c e  companies  and t a x e s  and w h a t e v e r  i s  l e f t  o v e r  
i s  p a i d  back  t o  employees  as a  d i v i d e n d .  

Rep. Huennekens wanted  t o  know why t h e  B l u e s  g e t  a t a x  b r e a k .  M r .  C l a r k e  
a d v i s e d  t h e y  a r e  o r g a n i z e d  u n d e r  d i f f e r e n t  s e c t i o n s  o f  t h e  l a w  and  b e c a u s e  o f  
t h e i r  s o - c a l l e d  n o n - p r o f i t  s t r u c t u r e ,  a r e  n o t  r e q u i r e d  t o  pay  t a x  and t h i s  
h a s  been  a t h o r n  i n  t h e  s i d e  o f  p r i v a t e  companies .  They p r o v i d e  i n s u r a n c e  
b u t  d o  n o t  r e c o g n i z e  t h e y  a r e  t r u l y  i n  t h e  i n s u r a n c e  b u s i n e s s .  They pay  no  
t a x  now and  n e v e r  h a v e .  They d i d  o f f e r  t o  pay a  f e e  i n  l i e u  of t a x e s  t o  o f f -  
s e t  t h e  e x p e n s e  of  t h e i r  a c t i v i t i e s  t h r o u g h  t h e  c o m p l a i n t s  d e p a r t m e n t  o f  
t h e  s t a t e .  

Rep. Huennekens a s k e d  why t h e y  d o  n o t  come u n d e r  t h e  sane c i r c u m s t a n c e s .  Why 
t h e  f e e  i n  l i e u  o f  t a x e s ?  M r .  Cadby e x p l a i n e d  t h o s e  companies  s i m p l y  s e n d  a 
check  t o  t h e  s t a t e  f o r  t h i s  t a x .  
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Rep. Johnson  a sked  where t h e  premium t a x  is received. M r .  C l a r k e  s a i d  t h e  
t a x  i s  c o l l e c t e d  and  p a i d  by t h e  company and it i s  i n c l u d e d  i n  t h e  premium 
and r e m i t t e d  t o  t h e  i n s u r a n c e  d e p a r t m e n t .  A l l  r e c e i p t s  g o  i n t o  t h e  g e n e r a l  
fund  - $ 1 2 , 6 5 6 , 0 0 0  w a s  p a i d  t o  t h e  g e n e r a l  f u n d ,  i n s u r a n c e  d e p a r t m e n t  and  
f i r e  m a r s h a l s .  T h i s  i n c l u d e s  a l l  forms o f  l i f e  i n s u r a n c e e .  M r .  C l a r k e  
f u r t h e r  s t a t e d  t h a t  l a r g e  amounts  of  t h i s  premium t a x  p a i d  t o  t h e  s ta te  g o  back  
t o  c i t i e s  f o r  payment o f  f i r e m e n ' s  p e n s i o n s .  

Rep. B e r t e l s e n  a s k e d  M r .  C l a r k e  if i t  i s  h i s  f e e l i n g  t h a t  t h i s  workmen's  
compensa t ion  f u n d  i s  i n  d i r e c t  c o m p e t i t i o n  w i t h  your  t y p e  o f  i n s u r a n c e .  Y e s .  

Rep. Huennekens e x p l a i n e d  you cope  w i t h  a n  i n e q u i t y  whereby p r i v a t e  i n s u r a n c e  
f i r m s  i n  t h e  p r i v a t e  s e c t o r  pay  a  v e r y  d e f i n i t e  t a x  on  premiums whereas  s u c h  
f i r m s  as t h e  B l u e s  d o  n o t  pay  a  t a x  on  t h e  premium b u t  v o l u n t a r i l y  s u b m i t  
payment i n  l i e u  and  t h e  o t h e r  c o m p e t i t i o n  i s  i n  workmen's comp w i t h  t h e  s t a t e  
n o t  l e v y i n g  a  t a x  on t h e  premiums. 

Rep. F a b r e g a  a sked  where h e a l t h  companies  i n v e s t  t h e i r  assets.  M r .  C l a r k e  
e x p l a i n e d  h e a l t h  s e r v i c e  c o r p o r a t i o n s  a r e  r e g u l a t e d  i n  a  v e r y  l i m i t e d  d e g r e e  
and h a v e  no  r e s t r i c t i o n s  on  t h e i r  i n v e s t m e n t s  o r  how t h e y  d i v e r s i f y .  He 
t h i n k s  p r i m a r i l y  t h e y  i n v e s t  i n  Montana-type s e c u r i t i e s .  

Rep. B e r t e l s e n  a s k e d  i f  M r .  C l a r k e  f e l t  t h a t  p r i v a t e  i n d u s t r y  c o u l d  s a t i s f y  
t h a t  need  b e t t e r  and  more e q u i t a b l y  t h a n  i s  b e i n g  done .  M r .  C l a r k e  s a i d  b o t h  
workmen's  compensa t ion  d i v i s i o n  of  Montana and p r i v a t e  s e c t o r  o p e r a t e  u n d e r  
t h e  same l a w s  A l l  t h e i r  c l a i m s  are  approved by workmen's  cornpensa t ion  and 
s o  i f  t h e r e  a r e  a g r e e m e n t s  w i t h  them, t h e r e  mus t  b e  some c o n n e c t i o n .  

Rep. Les  H i r s c h ,  D i s t r i c t  #52, Miles C i t y ,  s p o n s o r e d  House B i l l  466 a t  t h e  
Reques t  o f  t h e  Depar tment  o f  Revenue. H e  e x p l a i n e d  t h i s  b i l l  d e a l s  w i t h  
l i c e n s e  t a x e s  f o r  f o u r  d i f f e r e n t  companies .  

HOUSE BILL James Madison,  A d m i n i s t r a t o r  o f  M i s c e l l a n e o u s  Tax D i v i s i o n  
o f  t h e  Depar tment  o f  Revenue, s a i d  t h e r e  are  25 d i f f e r e n t  

366 t y p e s  o f  t a x e s  i n  h i s  d i v i s i o n .  They a r e  t r y i n g  t o  p r o j e c t  
s t a n d a r d i z e d  p e n a l t i e s  a t  1 0 % ;  p r o v i d e  u n i f o r m  c o l l e c t i o n  

p r o c e d u r e s  and g r a n t i n g  o f  e x t e n s i o n s ;  and  w a i v i n g  p e n a l t y  i f  good c a u s e  c a n  
be  shown. A l l  r e f e r e n c e  t o  payment o f  t a x  t o  s t a t e  t r e a s u r e r  h a s  b e e n  d e l e t e d .  
Repea led  s e c t i o n s  a r e  i n c l u d e d  u n d e r  "new s e c t i o n s " .  

T h e r e  were  no  o p p o n e n t s .  

H l r s c h  d i d  n o t  f e e l  i t  n e c e s s a r y  t o  c l o s e .  No q u e s t i o n s  from t h e  commit tee .  

Tdepesen ta t lve  J a y  E'abrega,  House D l s t r i c t  q44,  s p o n s o r e d  House B i l l  471  a t  
t h e  r e q u e s t  o f  t h e  Depar tment  o f  Revenue. 

HOUSE BILL James Madison,  A d m i n i s t r a t o r  o f  M i s c e l l a n e o u s  Tax D i v i s i o n  
o f  t h e  Depa r tmen t  o f  Revenue e x p l a i n e d  t h e  l a n g u a g e  i n  HB 471  

,47 1 i s  c o p i e d  a l m o s t  v e r b a t i m  from t h e  sect ions o f  o i l  p r o d u c e r s  
t a x  and n a t u r a l  g a s  t a x .  They have  had p rob lemswi th  t h e  

M c R l l i s t e r  F u e l  Company b e c a u s e  of  "new" o i l  and  " o l d "  o i l ;  and M c A l l i s t e r  
y o t  c a u g h t  i n  t h e  m i d d l e  o f  t h e  p r i c e  d i f f e r e n t i a l .  
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They t h e n  approached t h e  S t a t e  o f  Montana f o r  a  re fund  which can be g i v e n  
f o r  o i l  and n a t u r a l  g a s  t a x ,  b u t  t h e r e  is  no a u t h o r i t y  f o r  indemnity t r u s t  
t a x  r e f u n d .  Some s t a t u t o r y  p r o v i s i o n  f o r  r e f u n d  and r e f u n d i n g  a u t h o r i t y  i s  
n e c e s s a r y .  

OPPONENTS : 

J i m  Mockler,  Execu t ive  D i r e c t o r  of Montana Coal Miners A s s o c i a t i o n  and Rocky 
Mountain Gas A s s o c i a t i o n ,  s a i d  t h i s  b i l l  would a l l o w  employees t o  examine 
c o n f i d e n t i a l  i n f o r m a t i o n .  P u r c h a s e r s  a r e  r e q u i r e d  t o  keep t h o s e  same r e c o r d s  
and be  l i a b l e  f o r  them. Coal  i s  v a l u e d  and a s s e s s e d  a t  t h e  p o i n t  o f  severance .  
The s m e l t e r  h a s  no i d e a  o f  what t h e  v a l u e  o f  t h e  o r e  i s  a t  t h e  p o i n t  o f  sever -  
ance.  15-30-109 r e s t r i c t s  t h e  a c c e s s  t o  r e c o r d s  and makes it c o n f i d e n t i a l  
and a p p l i e s  o n l y  t o  p r o d u c e r s  - no a c c e s s  t o  b u y e r s '  r e c o r d s .  Under S e c t i o n  1 
h e  h a s  a l r e a d y  submi t t ed  t h e  t a x .  Cannot g e t  any re fund  f o r  money p a i d  i n .  
T h i s  b i l l  i s  c o n s i d e r a b l y  more complex t h a n  it was d e s c r i b e d  t o  be and hope 
you d o  n o t  g i v e  it a  do p a s s .  

QUESTIONS: 

Rep. Fabrega e x p l a i n e d  t h e  g r o s s  v a l u e  a t  t h e  p o i n t  of e x t r a c t i o n  i s  n o t  
known by t h e  p u r c h a s e r  o f  t h e  m i n e r a l s .  The p u r c h a s e r  pays f o r  c r u s h i n g ,  
t r a n s p o r t a t i o n ,  e t c . ,  and t h e  v a l u e  t h e n  i s  n o t  t h e  same a s  it i s  a t  t h e  
mine mouth. 

M r .  Madison s a i d  t h e y  c a n  go i n  and examine r e c o r d s  a t  any t ime  and c o u l d  
e x t e n d  t o  t h e  p u r c h a s e r  and g e t  t h e i r  f i g u r e s .  They a r e  m a i n t a i n i n g  a  pur- 
c h a s e  r e c o r d  f o r  m i n e r a l s  i n  t h e  s t a t e  i n  o r d e r  t o  keep  t r a c k  o f  who i s  
mining and s e l l i n g  m i n e r a l s  i n  t h e  s t a t e .  Purchase r  cou ld  be  anywhere i n  
t h e  c o u n t r y .  

I n  answer t o  t h e  s u g g e s t i o n  t h a t  an  i n t e r m e d i a t e  h a n d l e r  be  a p p o i n t e d ,  M r .  
Mockler f e e l s  t h e  indemnity  t r u s t  t a x  i s  a  sham - i n f o r m a t i o n  can be  o b t a i n e d  
from o t h e r  r e c o r d s .  They have a lmos t  t h e  same t y p e  o f  r e c o r d s  i n  o t h e r  
f i e l d s  such a s  t h e  we l lhead  t a x  f o r  o i l  and n a t u r a l  g a s  i s  t h e  same on 
s e v e r a l  r e c o r d s  and can  be found. C o n f i d e n t i a l i t y  i s  a  sham. 

Rep. Fabrega sugges ted  removal o f  " g r o s s  v a l u e " .  M r .  Mockler s a i d  i f  w e  
remove g r o s s  v a l u e ,  a l l  d a t a  r e l a t i v e  t o  shipment would have t o  be f u r n i s h e d .  

M r .  Huennekens s a i d  t h i s  would v e r i f y  t h e  amount o f  t h e  shipment ,  and t h i s  i s  
a  v e r y  c o n f i - d e n t i a l  m a t t e r  t o  t h e  miner who wants t h e  p roduc t ion  o f  h i s  mine 
k e p t  s t r i c t l y  c o n f i d e n t i a l .  Pe rhaps  t h e  t o t a l  volume cou ld  be s t a t e d  i n  
ounces p e r  t o n .  The o r e  might  have been upgraded a f t e r  mining,  b u t  t h e  t a x  
i s  based on t h e  o r e  i t s e l f  and he  may mine 10,000 t o n s  o f  o r e  and s h i p  o n l y  
t h r e e .  

M r .  Madison wants  i n d i v i d u a l s  t o  u s e  t h i s  i n f o r m a t i o n  i n  p r e p a r i n g  m e t a l  mines 
t a x  o r  indemnity  t r u s t  t a x .  The s t a t e m e n t  t h e  s m e l t e r  g i v e s  t h e  miner  shows 
t h e  number of ounces  of m i n e r a l  and t h e  amount t h e y  a r e  p a i d .  

M r .  Mockler f e e l s  t h i s  i n f o r m a t i o n  must r e t a i n  c o n f i d e n t i a l i t y .  H e  d o e s n ' t  
know what t h e  purpose  of t h e  b i l l  i s  i f  t h e y  a l r e a d y  have t h i s  i n f o r m a t i o n .  
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M r .  Madison s a i d  t h e y  c a n  g o  and l o o k  a t  t h a t  i n f o r m a t i o n  a t  ASARCO o r  
Anaconda. S e c t i o n  2  i s  r e q u i r i n g  when t h e y  r e q u e s t  it t h a t  t h i s  i n f o r m a t i o n  
would b e  f u r n i s h e d  t o  them i n  Helena .  H e  wan t s  t h o s e s m e l t i n g  Montana o r e s  
and m i n e r a l s  o u t  o f  s t a t e  t o  f u r n i s h  t h i s  i n f o r m a t i o n .  P r o d u c e r s  pay  t h e  t a x .  

Rep. V i n g e r  s u g g e s t e d  t h a t  one  man c o u l d  b e  e l i m i n a t e d  i f  it w e r e n ' t  n e c e s s a r y  
t o  g o  o u t  i n  t h e  f i e l d .  M r .  Madison s a i d  t h e y  d o n ' t  know how much i n d e m n i t y  
t r u s t  t a x  i s  b e i n g  u n d e r r e p o r t e d .  I t  would s a v e  t r a v e l  e x p e n s e s ,  b u t  c a n ' t  
see o n e  man b e i n g  e l i m i n a t e d .  

EXECUTIVE SESSION: - 

HOUSE BILL 63: A f t e r  d i s c u s s i o n  o n  t h e  S t a t e  o f  I n t e n t  r e q u i r e d  f o r  t h i s  
b i l l ,  Rep. L i e n  moved t h a t  t h e  " S t a t e m e n t  o f  I n t e n t "  be a c c e p t e d  as w r i t t e n .  
Rep. F a b r e g a  v o t e d  "No". ~ o t i o n  c a r r i e d .  Reps. B u r n e t t ,  R e i c h e r t ,  G i l l i g a n  
w e r e  a b s e n t .  

HOUSE BILL 94:  Rep. N o r d t v e d t  moved HB 94 DO PASS AS AMENDED. Rep. R o b e r t  
S i v e r t s e n  moved t o  a d o p t  amendments ( s e e  s t a n d i n g  commi t t ee  r e p o r t ) .  Amend- 
men t s  were  a d o p t e d  by  a 9-6 r o l l  c a l l  v o t e .  Reps. B u r n e t t ,  G i l l i g a n ,  R e i c h e r t ,  
H a r r i n g t o n  were  a b s e n t .  HB 94 m o t i o n  t o  a d o p t  as a Do P a s s  as Amended was 
a d o p t e d  by  a r o l l  c a l l  v o t e  o f  9-6. Members a b s e n t  were  Reps. B u r n e t t ,  
G i l l i g a n ,  R e i c h e r t  and Underda l .  

The q u e s t i o n  a r o s e  a f t e r  f u r t h e r  d i s c u s s i o n  o f  j u s t  which c o r p o r a t i o n s  were  
t o  b e  a l l o w e d  t h i s  i n c r e a s e d  i n v e s t m e n t  c r e d i t  a l l o w a n c e .  The s t a f f  a t t o r n e y  
i s  t o  r e v i e w  t h e  1977 a c t .  

HOUSE BILL 466:  Rep. Robbins  moved HB 466 DO PASS. Unanimously approved .  
Reps. R e i c h e r t ,  B u r n e t t ,  Fagg,  G i l l i g a n  were  a b s e n t .  

HOUSE BILL 457:  Rep. S i v e r t s e n  moved t h a t  t h e r e  b e  a  S t a t e m e n t  o f  I n t e n t  
which Randy w i l l  w r i t e  s t a t i n g  t h a t  any a d d i t i o n a l  c o s t s  s h a l l  be  b o r n e  by  
t h e  Depar tment  o f  Revenue. Motion c a r r i e d  w i t h  Rep. H i r s c h  v o t i n g  No. Reps.  
R u r n e t t ,  R e i c h e r t ,  G i l l i g a n ,  Fagg were  a b s e n t .  

Rep. B e r t e l s e n  moved t o  amend HB 457 on page  1 ,  l i n e  1 2 ,  f o l l o w i n g  " l e g i s l a -  
t u r e " ,  i n s e r t :  "upon r e q u e s t " .  Amendment was approved unanimously ,  w i t h  t h e  
same f o u r  members a b s e n t .  

A g e n e r a l  d i s c u s s i o n  o f  House B i l l s  479 and 546 was had .  

Meet ing  a d j o u r n e d  a t  1 1 : O O  a.m. 

S'  c r e t h r y  " ./ 




