
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  Taxat ion Committee t o  o r d e r  a t  
8:30 a.m., February 9,  1979, i n  room 434, Cap i to l  Bui lding,  Helena. A l l  
committee members were p re sen 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  b e  heard were House B i l l s  510, 512, 499. 

Rep. V ick i  Johnson, D i s t r i c t  #72, Columbus, ch i e f  sponsor of HB 499, a t  t h e  
r eques t  of t h e  Department of Revenue, explained t h i s  b i l l  p e r t a i n s  t o  t h e  
consumer counse l  f e e  paid by t h e  u t i l i t i e s .  It provides  f o r  a 10% pena l ty  
and i n t e r e s t  f o r  f a i l u r e  t o  f i l e  o r  t o  pay t h e  f e e .  Gives them t h e  power 
t o  put  a l i e n  on any proper ty  a f f e c t e d .  

HOUSE BILL James Madison, Miscellaneous Tax Div is ion  a d m i n i s t r a t o r ,  
Department of Revenue, advised t h e  m a j o r i t y  of t h e  consuner 

499 counse l  f e e  i s  paid by fou r  taxpayers  - Montana Power, 
Montana-Dakota U t i l i t i e s ,  Mountain B e l l  and Burl ington 

Northern - they  have no t r o u b l e  w i th  them. 

B a s i c a l l y  a r e  t a l k i n g  about smal l  t r u c k e r s .  Some PSC permit numbers have 
remained on t h e  books f o r  yea r s  and yea r s  and smal l  ope ra to r s  a r e  coming and 
going and cannot  keep good t r a c k  of them. Want t o  b r ing  t h i s  i n  l i n e  wi th  
t h e  r e s t  of t h e  taxes .  

There were no opponents,  

Rep, Johnson d i d  no t  f e e l  i t  necessary  t o  c l o s e ,  

Quest ions from t h e  committee - 
Rep. Burne t t  asked how much money a r e  you t a l k i n g  about?  M r .  Madison advised 
$80-$125,000 per  f i s c a l  year .  

Rep, Re iche r t  asked how many t r u c k e r s  a r e  t h e r e ?  M r .  Madison s a i d  about 400. 

Rep. Johnson asked what amount goes uncol lec ted?  M r .  Madison s a i d  i t  i s  a 
f a i r l y  smal l  amount - less than $10,000, probably less than $5,000 pe r  f i s c a l  
yea r .  

Rep. Underdal asked how much paperwork i s  involved f o r  each t rucke r?  M r .  
Madison s a i d  one r epo r t  pe r  q u a r t e r  where t h e  t a x  being paid i s  l e s s  than 
$10 pe r  q u a r t e r .  Have allowed smal l  t r u c k e r s  t o  f i l e  on a y e a r l y  b a s i s  i f  
l e s s  than  $10, 

Rep. Robbins asked what t h i s  does t o  ou t -of -s ta te  t rucke r s?  M r .  Madison s a i d  
on ly  i f  t hey  have i n t r a s t a t e  hau l ing  would they have t o  pay t h e  t ax .  

Rep. S i v e r t s e n  asked what is  t h e  f e e  they would be paying,how i s  i t  based and 
what would be  t h e  d o l l a r  f i g u r e ?  M r ,  Madison s a i d  t h e  a c t u a l  t a x  r e t u r n  is 
computed each year  - ,0006 of g ros s  ope ra t i ng  r egu la t ed  revenues,  
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T r u c k e r s  of l i v e s t o c k  have t o  pay t h e  f e e ,  b u t  do n o t  have t o  pay f o r  t r u c k i n g  
g r a i n .  

HB 499 p r o v i d e s  s t a t u t o r y  a u t h o r i t y  f o r  p e n a l t y  and i n t e r e s t  and is t h e  same 
a s  i n  o t h e r  l i n e s .  

Rep. L ien  remarked t h e  t a x  would be  v e r y  s m a l l  - maybe n o t  worthwhi le  t o  
c o l l e c t .  

Rep. H i r s c h  asked why c o l l e c t  a  f e e  on t h e  h a u l i n g  o f  c a t t l e  and n o t  g r a i n ?  
C a t t l e  h a u l i n g  i s  r e g u l a t e d ,  

Geof f rey  B r a z i e r ,  A d m i n i s t r a t o r  of t h e  Consumer Counsel  D i v i s i o n ,  a d v i s e d  t h e r e  
is  a  p r o v i s i o n  i n  t h e  law now t h a t  i s  p a i d  by t h e  m u n i c i p a l i t y  and as a r e s u l t  
i n  a  c o u r t  c a s e ,  a consumer h a s  claimed i s  u n c o n s t i t u t i o n a l  because  one e n t i t y  
is  taxed  d i f f e r e n t l y  t h a n  a n o t h e r .  

Rep, Fabrega sugges ted  an  exemption up t o  $100,000 d e d u c t i o n ,  

Rep, R e i c h e r t  w a s a p p o i n t e d t o a c t  a s  chairman, 

Rep. Herb Huennekens, D i s t r i c t  #68,  B i l l i n g s ,  c h i e f  sponsor  exp la ined  HB 510 
p l a c e s  i n  t h e  s ta te  i n h e r i t a n c e  t a x  law t h e  same approach t o  t a x a t i o n  of e s t a t e s  on 
p r o d u c t i v e  v a l u e  r a t h e r  t h a n  market  val-ue t h a t  i n c l u d e s  farm l a n d  o r  s m a l l  

b u s i n e s s  and p r o v i d e s  a  r o u t e  whereby t h e s e  e s t a t e s  may b e  
HOUSE BILL be  k e p t  w i t h i n  t h e  f a m i l y  ownership.  Th is  would be  a t o o l  

toward p r e s e r v i n g  f a m i l y  farms and smal l  b u s i n e s s e s .  
5 1 0  

T h i s  b i l l  would p r o v i d e  t h a t  i f  t h e  l and  c o n t i n u e s  t o  be  
h e l d  i n  a g r i c u l t u r a l  u s e  i t  w i l l  be based on p r o d u c t i v i t y  v a l u e .  The f e d e r a l  
law t o o k  f u l l  r ecognizance  of t h i s .  The b i l l  h a s  a whole s e r i e s  of s a f e t y  
f e a t u r e s  i n  i t ,  On page 1, l i n e s  1 5  and 1 6  app ly  t o  s m a l l  b u s i n e s s e s  as w e l l  
a s  farms,  

Page 3, l i n e  6 ,  answers  t h e  q u e s t i o n  of when a person  i s  a  fa rmer ,  It d e s c r i b e s  
a  p e r s o n ' s  e l i g i b i l i t y  f o r  t h i s  s p e c i a l  t r e a t m e n t .  Page 6 ,  l i n e  6 shows how 
i t  i s  a s s e s s e d .  S e c t i o n  7 d e a l s  w i t h  t h e  s a l e  of l and  by t h e  i n h e r i t o r .  
I n h e r i t o r s  must a c t u a l l y  o p e r a t e  t h e  farm o r  t h e y  l o s e  any g a i n  from i n h e r i t a n c e  
t a x  s p e c i a l  t r e a t m e n t  - must be  farmed f o r  1 5  y e a r s  a f t e r  d e c e d e n t ' s  d e a t h .  

Ron d e  Yong, K a l i s p e l l ,  farms 320 a c r e s  5 m i l e s  from K a l i s p e l l .  Has a  w i f e  and 
two c h i l d r e n ,  He s u p p o r t s  HI3 510 - s e e  h i s  t e s t imony  a t t a c h e d .  

There  were no opponents .  

Rep. Huennekens s a i d  i n  1976 t h e  f e d e r a l  i n h e r i t a n c e  t a x  laws were lowered.  

Q u e s t i o n s  from t h e  committee - 

Rep,  Johnson asked how long  would t h e r e  be any d e l a y  of l o s s  of r evenue  t o  t h e  
s t a t e ?  Tom S t o h l ,  d i r e c t o r  of I n h e r i t a n c e  Tax D i v i s i o n  of t h e  Department of 
Revenue, s a i d  t h i s  b i l l  c r e a t e s  a r e a l  s t a t i s t i c a l  problem. Cannot s e t  any 
f i g u r e  l o s s  because  n o t  a s  many peop le  a r e  u s i n g  t h i s  a s  you might  t h i n k .  
Farmers d o n ' t  want t h e  government w i t h  a  l i e n  on t h e i r  l and  f o r  1 5  y e a r s .  
Don't  know when t h e  maximum l o s s  might o c c u r ,  
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Rep. B e r t e l s e n  ques t ioned  how d i f f i c u l t  t h i s  h a s  become i n  a n  inves tment  
s i t u a t i o n ,  b o t h  where t h e  market  and economic v a l u e  would be  p laced  on t h e  
p r o p e r t i e s  and bottom computat ions  a r e  p laced  a t  t h e  same t ime. 

M r .  S t o h l  s a i d  t h e y  keep f i l e s  f o r  5  y e a r s  - t h i s  would r e q u i r e  them t o  be  
k e p t  f o r  1 5  y e a r s .  

Rep. Fabrega q u e s t i o n e d  i f  t h e  t i t l e  would show t h i s  t y p e  o f  l i e n .  Rep. 
Underdal wondered i f  t h i s  cou ld  be  mortgaged w i t h  t h i s  t y p e  of l i e n  on i t .  
M r .  S t o h l  thought  i t  might b e  d i f f i c u l t  w i t h  a l i e n  on i t .  

Rep. W i l l i a m s  asked how v a l u a t i o n  of s m a l l  b u s i n e s s  was approached,  Rep. 
Vinger asked who q u a l i f i e d  f o r  t h i s  t r e a t m e n t ?  How do you v a l u e  a b u s f n e s s  
o t h e r  t h a n  a farm? 

Rep. Huennekens resumed chairmanship  of t h e  committee. 

EXECUTIVE SESSION 

HOUSE BILL 106 - Rep. Fagg moved amendments t o  HB 106 be  accep ted  - adopt  
amendments 1 and 2. Unanimously adopted.  Reps, B u r n e t t ,  Robbins,  Johnson, 
Fabrega were  a b s e n t .  Rep. Fagg t h e n  made a  motion t h a t  HB 106 DO PASS AS AMENDED. 
A r o l l  c a l l  v o t e  was t i e d  9-9. Rep. Robbins was a b s e n t .  Rep, L ien  made a  
motion t h a t  HB 106 be  s e n t  t o  t h e  House f l o o r  WITHOUT RECOMMENDATION. Motion 
c a r r i e d .  Reps. R e i c h e r t ,  H i r s c h ,  Doz ie r ,  Vinger and B u r n e t t  vo ted  No. Rep. 
Robbins was a b s e n t .  

Committee con t inued  h e a r i n g  s i n c e  sponsor  was now p r e s e n t .  

Rep. Ann Mary D u s s a u l t ,  D i s t r i c t  #95,  Missou la ,  co-sponsor of HB 512, exp la ined  
t h i s  b i l l  p roposes  t o  l i m i t  s t a t e  g e n e r a l  fund spending i n  two ways - by t a k i n g  
t h e  p roduc t  of t h e  l a s t  b i e n n i a l  a p p r o p r i a t i o n  and t h e  average  p e r c e n t a g e  

change i n  Montana t o t a l  p e r s o n a l  income f o r  t h e  5  most p r e v i o u s  
HOUSE BILL y e a r s .  The b i l l  a l s o  p r o v i d e s  f o r  c r e a t i o n  of a t a x  r e l i e f  

account  i n t o  which e x c e s s  g e n e r a l  fund money is  p laced  f o r  
512 d i s t r i b u t i o n  when t h e  fund i s  g r e a t  enough t o  p r o v i d e  fund ing  

f o r  t h e  homestead t a x  r e l i e f  program. 

She o f f e r e d  an amendment on page 2 ,  fo l lowing  l i n e  1 6 ,  i n s e r t  " t o t a l  g e n e r a l  
fund a p p r o p r i a t i o n  f o r  t h e  p reced ing  biennium". 

T h i s  b i l l  s e t s  a  1-imit on spending from t h e  s t a t e  g e n e r a l  revenue fund. 

George Bousliman, Budget D i r e c t o r ,  exp la ined  page 2  of t h e  f i s c a l  n o t e .  A d a t e  
of J u l y  1, 1979 - would n o t  be  e f f e c t i v e  f o r  a p p r o p r i a t i o n  purposes  u n t i l  1981. 
2 1 3  v o t e  of each house can a l l o w  a p p r o p r i a t i o n  o v e r  t h e  $521.7 m i l l i o n .  The 
d i sbursements  and e x p e n d i t u r e s  a r e  assumed t o  be  approximately  e q u a l  i n  t h e  
biennium. T h i s  would l i m i t  g e n e r a l  fund spending and a u t o m a t i c a l l y  t r i g g e r  
p r o p e r t y  t a x  r e l i e f .  The b i l l  might make p r o p e r t y  t a x  r e l i e f  i n  t h e  coming 
biennium f e a s i b l e .  
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Why l i m i t  only  t h e  g e n e r a l  fund monies? ?dhy n o t  earmarked and o t h e r  funds  
as  w e l l .  T h i s  i s  something t h a t  was cons idered  when d r a f t i n g  t h e  b i l l .  The 
g e n e r a l  fund i s  r e a l l y  t h e  l i f e  blood of t h e  s t a t e  government and p r o v i d e s  
f o r  o p e r a t i o n s  of most s t a t e  government. Earmarked and g e n e r a l  fund t o g e t h e r  
t h e r e  could  be  some v e r y  s e r i o u s  problems under  a p p r o p r i a t i o n s  t o  e i t h e r  i f  
a p p l i e d  t o  b o t h .  

J o e  Rober t s ,  Governor ' s  o f f i c e  r e p r e s e n t a t i v e ,  s u p p o r t s  t h e  b i l l ,  He worked 
on d r a f t i n g  of t h i s  b i l l .  

Opponents: 

Ed Nelson,  Montana Taxpayers  A s s o c i a t i o n ,  Helena,  opposes HB 51.2. See h i s  
t e s t i m o n y  a t t a c h e d .  

J a n e l l e  F a l l a n ,  Montana Chamber of Commerce, Helena,  f e e l  HB 512 i s  b e t t e r  
than  n o t h i n g ,  b u t  i't d e f i n f t e l y .  is. n o t  t h e  b e s t  s o l u t i o n ,  and t h e r e f o r e  oppose 
i t ,  See t es t imony  a t t a c h e d ,  

Rep, D u s s a u l t  c l o s e d  s a y i n g  HB 512 does  n o t  l i m i t  and does  n o t  c o n t a i n  i n  t h e  
l i m i t a t i o n  t h e  earmarked funds .  Must n o t  propose t o  t h e  people  something t h a t  
i s  e s s e n t i a l l y  f a l l a c i o u s  and could  p r o h i b i t  work be ing  done. L i m i t a t i o n  would 
be  s o  t i e d  t h a t  i t  should n o t  e f f e c t  t h e  n e c e s s i t y  t o  d i c t a t e  t h a t  t h e  spending 
l i m i t a t i o n  be  disavowed - t h a t  t h e y  would n o t  he a b l e  t o  do t h a t ,  An uncon- 
s i o n a b l e  a c t .  "Let u s  n o t  o p t  f o r  ignorance  when ignorance  i s  n o t  c a l l e d  f o r . "  

Ques t ions  from t h e  committee - 
R e p .  R e i c h e r t  nslzed has the "homestcad r e l i e f  a c t "  e v e r  been cons idered  i n  any 
o t h e r  concep t .  M r ,  R o b e r t s  answered t h e y  have an  ongoing program t o  which it 
can go i n t o .  The b i l l  cou ld  be  amended t o  pu t  t h e  money i n t o  a n o t h e r  account  
o r  l o c a l  government. 

Rep, Huennekens asked i f  t h e  Montana Chamber of Commerce supported a  10% o v e r a l l  
r e d u c t i o n  i n  t a x e s ,  M s .  F a l l a n  s a i d  t h e y  do n o t  suppor t  a  mandatory r e d u c t i o n .  

EXECUTIVE SESSION Continued 

HOUSE BILL 94 - The committee dec ided  t h e  Sta tement  of I n t e n t  was n o t  n e c e s s a r y  
f o r  t h i s  b i l l .  It i s  t o  proceed t o  t h e  f l o o r  f o r  second r e a d i n g .  

HOUSE BILL 465 - Rep. Johnson moved EB 465 DO NOT PASS. Rep. S i v e r t 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  t h e  committee come o u t  w i t h  a  
committee b i l l  and approach t h e  problem by t a x i n g  t h e  Blues.  Motion was wi th -  
drawn a f t e r  f u r t h e r  d i s c u s s i o n ,  Rep, Dass inger  moved HB 465 BE TABLED, Rep. 
Robbins v o t e d  No. Motion c a r r f e d .  

Rep. Fagg moved t h a t  t h e  r e s e a r c h e r  p r e p a r e  a  committee b i l l  a long  t h e  l i n e s  
Rep, Fabrega mentioned concern ing  t h e  t a x a t i o n  of t h e  Blues ,  Unanimous a c c e p t -  
ance.  Reps. Wil l iams and Robbins were a b s e n t .  

Meeting ad journed  a t  10:50 a.m. 
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