
HOUSE TAXATION COPIMITTEE 

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, D i s t r i c t  #68,  B i l l i n g s ,  c a l l e d  t h e  conunit tee 
t o  o r d e r  February  1 7 ,  1979,  i n  room 434, C a p i t o l  B u i l d i n g ,  Helena,  a t  8 : 3 0  a.m. 
A l l  members o f  t h e  committee were p r e s e n t  e x c e p t  R e p r e s e n t a t i v e s  E.N.Dassinger 
and Rober t  S i v e r t s e n .  R e p r e s e n t a t i v e  G i l l i g a n  w a s  excused.  S e v e r a l  members 
were l a t e .  Randy McDonald, r e s e a r c h e r  was p r e s e n t .  

House B i l l s  630,  633 and 637 were t o  b e  h e a r d .  

R e p r e s e n t a t i v e  Jack  Uhde, D i s t r i c t  #17, K a l i s p e l l ,  sponsor  o f  HB 630, e x p l a i n -  
ed t h i s  b i l l  would a l l o w  q u a l i f y i n g  s e n i o r  c i t i z e n s  t o  d e f e r  p r o p e r t y  t a x e s  
on t h e i r  homestead u n t i l  t h e  homestead owner d i e s  o r  s e l l s  t h e  home. T h i s  

i s  an  a t t e m p t  t o  l i g h t e n  t h e  t a x  burden on a l i m i t e d  income 
HOUSE BILL home owner who meets  o t h e r  q u a l i f i c a t i o n s .  

630 HB 630 a l l o w s  a  l i e n  t o  t h e  s t a t e  on t h e  homestead f o r  t h e  
d e f e r r e d  taxes s i n c e  t h e  s tate pays  t h e  county f o r  t h e  t a x  

o t h e r w i s e  due t o  t h e  coun ty ,  and t a k e s  a  l i e n  on t h e  home f o r  s e c u r i t y .  When 
t h e  home is s o l d  o r  t h e  owner d i e s ,  t h e  t a x e s  become due w i t h i n  60 days  and 
a r e  t o  b e  s e t t l e d  from t h e  e s t a t e .  

E s t h e r  Bengtson,  D i s t r i c t  #59,  Yellowstone County, s u p p o r t s  t h e  b i l l  which 
would a l l o w  t h e  e l d e r l y  some t a x  r e l i e f .  

B i l l  G r o f f ,  Department o f  Revenue, s u p p o r t s  HB 630, and s u p p o r t s  t h e  c o n c e p t  
of t r y i n g  t o  d o  something f o r  t h o s e  who can no l o n g e r  do v e r y  much f o r  them- 
s e l v e s .  Recommends t r y i n g  t h i s  and come back and t a k e  a n o t h e r  look a t  it a t  
t h e  n e x t  l e g i s l a t u r e .  

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  and t h i n k s  
it i s  a  v e r y  workable b i l l  and it h a s  worked i n  o t h e r  s t a t e s .  

Ed Nelson,  Montana Taxpayers '  A s s o c i a t i o n ,  Helena,  d o e s  n o t  o b j e c t  t o  t h e  
concep t  o f  l e t t i n g  o l d e r  p e r s o n s  s t a y  i n  t h e i r  homes, b u t  he  t h i n k s  t h e  t a x  
on p r o p e r t y  i s  t o o  burdensome on everybody - governmental  growth h a s  ou t -  
s t r i p p e d  t h e  income of peop le  g e n e r a l l y .  He s u g g e s t s  t h e  committee work t h i s  
o u t  under  C l a s s  15 p r o p e r t y ;  and r a t h e r  t h a n  c loud ing  t i t l e s  by p u t t i n g  a l i e n  
on p r o p e r t y ,  e l i m i n a t e  t h e  t a x .  Th is  would make one more government program. 

Rep. B e r t e l s e n  r a i s e d  t h e  q u e s t i o n  of what happens when t h e  s e c u r i t y  is used  
up and t h e  owner i s  s t i l l  l i v i n g  i n  t h e  house.  The owner would be  a l lowed I 
t o  c o n t i n u e  l i v i n g  i n  t h e  house u n t i l  t h e  house i s  s o l d .  I f  t h e  l i e n  c r e a t e d  
by t h e  proposed t a x  r e l i e f  i s  n o t  p a i d  o f f ,  t h e  s t a t e  would assume t h e  t a x e s  
due,  and t h e  t a x  would be  charged a  7% i n t e r e s t  r a t e  over  t h e  y e a r s .  T h i s  
i s  t o  t r y  t o  g u a r a n t e e  a  pe rson  a  home t o  l i v e  i n  a s  long as he l i v e s .  Other  
s t a t e s  recommend running w i t h  a  $50,000 n e t  worth  f i g u r e  i n  c o n s i d e r i n g  
e l i g i b i l i t y .  
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M r .  Grof f ,  who i s  a banker,  answered a ques t lon  asked by Rep. Nordtvedt 
a s  t o  whether banks a r e  i n s t i t u t i n g  a nega t ive  a t t i t u d e  i n  t h i s  aspec t  
by say ing  t h i s  does not  appeal  t o  banks because of t h e  low i n t e r e s t  r a t e  
when they can charge over 9 .5% f o r  home loans  a t  t h e  p re sen t  t ime.  Rep. 
Hirsch asked i f  t h e  p r i v a t e  s e c t o r  would o f f e r  such a mechanism t o  pay t h e  
t axes  and decrease  t h e  equ i ty  i n  t h e  proper ty?  M r .  Groff advised banks 
c a n ' t  a l low over  60% of equ i ty  t o  be ased up and s t i l l  c a r r y  a loan .  They 
would have t o  f o r e c l o s e .  

Rep. Vinger r a i s e d  t h e  thought of e l imina t ing  proper ty  taxes  completely 
and no t  having t o  be pa id  back l a t e r .  No fo rec losu re  could be i n s t i t u t e d  
t h a t  way. Rep. Uhde s a i d  t h e  s t a t e  would l o s e  a l o t  of money i f  t h e r e  were 
no r equ i r emen t - fo r  repayment, and it would not  be good t o  take t h a t  much 
proper ty  t a x  base away from c i t i e s  and count ies ,  Probably 80-90% of home- 
s t e a d s  owned by e l d e r l y  persons a r e  mortgage-free. 

Rep. Fagg asked why t h e  Governor 's o f f i c e  p u t  age 6 2  i n t o  t h e i r  p roposa l ,  
s i n c e  younger and middle income people a l l  have problems, and t h i s  provides  
f o r  a comparative disadvantage.  

Rep. Uhde s a i d  t h i s  d e f e r s  t axes  f o r  a few years  and t h e  program al though 
subs id ized  t o  s t a r t  with would t ake  ca re  of i t s e l f  a f t e r  a few years .  

Rep. Richard E .  Manning, D i s t r i c t  35, Great F a l l s ,  a s  sponsor of HB 633, 
explained t h i s  b i l l  would al low a county t o  impose a 2C per  ga l lon  gaso l ine  
tax upon approval  of t h e  e l e c t o r s  i n  a county-wide e l e c t i o n ,  t h e  revenue from 
which would be d iv ided  between county and c i t i e s .  

HOUSE BILL Dan Mizner, League of C i t i e s  and Towns, asked t h a t  t h i s  b i l l  
be s e n t  t o  t h e  sena te  where t h e r e  i s  another  b i l l  r e l a t i v e  t o  

633 such a t ax .  

J i m  Manion, Montana Automobile Assoc ia t ion ,  f e e l s  t h i s  would 
be  a f a r  more equ i t ab l e  way of a l lowing c i t i e s  and count ies  t o  so lve  t h e i r  
own problems. He suppor ts  HB 633. 

Jane Lloyd, B i l l i n g s  Ci ty  Council ,  B i l l i n g s ,  s a i d  t h i s  would be a good way 
Ln which t o  so lve  t h e  problems of s t r e e t s  and roads i n  B i l l i n g s  and o t h e r  
c i t i e s  and Yellowstone County. He suppor ts  HB 633. 

Harold Paulsen,  Montana Highway Users ,  Helena, suppor ts  t h e  l o c a l  op t ion  
approach. There is a g r e a t  need f o r  r e p a i r  and maintenance of county roads  
and c i t y  s t r e e t s .  Senator  Regan has a s i m i l a r  b i l l  i n  t h e  sena te .  They 
wholeheartedly approve. 

Ken Haag, D i rec to r  of t h e  Ci ty  of B i l l i n g s ,  suppor ts  HB 633. Roads and 
s t r e e t s  need f i x i n g ,  suppor ts  t h e  concept.  

David Hunter,  C i t y  of Helena, suppor ts  t he  b i l l  saying both c i t i e s  and 
coun t i e s  a r e  i n  need of a d d i t i o n a l  revenue f o r  s t r e e t s  and roads.  The 
Ci ty  of Helena i s  looking f o r  a l t e r n a t i v e  revenues t o  r e l i e v e  proper ty  
t a x ,  and t h e  l o c a l  op t ion  po r t ion  i s  e s p e c i a l l y  approved. He o f f e red  an 
amendment ( a t t ached)  which d e a l s  wi th  a d i s t r i b u t i o n  formula f o r  funds 
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g e n e r a t e d .  A l s o  p r o v i d e s  a n  o p t i o n  of a d o p t i n g  a fo rmula  m u t u a l l y  a c c e p t a b l e  
f o r  a d m i n i s t r a t i o n .  

Dean Z i n n e c k e r ,  D i r e c t o r  o f  Montana A s s o c i a t i o n  o f  C o u n t i e s ,  s a i d  t h e  b i l l  
i s  approved  i n  t h e  o r i g i n a l  form.  I f  t h e  p roposed  amendment i s  a d o p t e d ,  ap-  
p r o v e  t h e  s a y  f o r  a d m i n i s t r a t i o n  w i l l  b e  a g r e e d  upon.  The s e n a t e  b i l l  
w i l l  r e q u i r e  much more a d m i n i s t r a t i o n  t h a n  t h i s  b i l l ,  s o  he  a p p r o v e s  HB 633. 

Marvin C. Beck,  I.O.M.A., Deer Lodge,  MT. d o e s  n o t  oppose  HB 633 ,  b u t  o f f e r e d  
dn amendment t o  l n c l u d e  d i e s e l  f u e l  t a x  on a  s t a t e w i d e  b a s i s ,  b u t  n o t  on a 
l o c a l  o n e .  One c o u n t y  may have  a  t r u c k  s t o p ,  and  i f  a  t a x  i s  added ,  t r u c k e r s  
w i l l  buy d i e s e l  i n  a  c o u n t y  w i t h o u t  a  t a x .  A c o u n t y  t a x  would have  t o  b e  
r e p o r t e d  on a s e p a r a t e  form from s t a t e w i d e  fo rms ,  and s e n t  i n  w i t h  a c a s h i e r ' s  
check  t o  t h e  Depar tment  o f  Revenue f o r  t h e  sale o f  d i e s e l ,  which e n t a i l s  
$ n o t h e r  j ob  b e c a u s e  t h i s  would n o t  g o  t o  t h e  same a c c o u n t  s i n c e  it would  be 

r e t u r n e d  t o  t h e  c i t i e s  and c o u n t i e s  from which it o r i g i n a t e d .  I f  t h e  t a x  i s  
n o t  i n  a l l  c o u n t i e s ,  h e  would l i k e  t o  s e e  d i e s e l  f u e l  b e  d e l e t e d  from HB 633.  

T h i s  would b e  a g r e e a b l e  w i t h  Rep. Manning s i n c e  it would c a u s e  a  problem.  

The q u e s t i o n  o f  r e f u n d  on  d i e s e l  f u e l  n o t  u s e d  f o r  highway p u r p o s e s  was 
r a i s e d  by  Rep. L i e n .  How would t h i s  b e  adone?  M r .  Z innecke r  s a i d  t h i s  i s  
d problem w i t h  t h e  s e n a t e  b i l l .  N o r r i s  N i c h o l s ,  Depar tment  o f  Revenue Motor 
V e h i c l e  D i v i s i o n ,  s a i d  t h i s  would r u n  i n t o  a  bugaboo s i t u a t i o n .  A r e c o r d  
of d i e s e l  d e l i v e r e d  t o f a r m e r s w o u l d  have t o  b e  k e p t  and  t h e y  would h a v e  t o  
a p p l y  f o r  a  r e f u n d .  The Regan b i l l  a d d r e s s e s  t h i s  p o i n t  h e  t h i n k s .  I t  
would b e  n e c e s s a r y  t o  have  a n o t h e r  form and a p p l y  t o  t h a t  c o u n t y  f o r  a 
r e f u n d  . 

David Hun te r  s u g g e s t e d  chang ing  "may" t o  " s h a l l "  on page  1, l i n e  1 2 .  

More r e v e n u e  would b e  r a i s e d  i n  t h e  c i t i e s  s i n c e  mos t  would b e  a b l e  t o  b e  
r e f u n d e d  i n  t h e  r u r a l a r e a s .  G e n e r a l l y ,  i f  t h e r e  were  no  r e f u n d  on  d i e s e l  
f u e l  t a x ,  t h e r e  would n o t  b e  any  problem.  Rep. Fab rega  remarked t h a t  more 
and more v e h i c l e s  a r e  g o i n g  t o  d i e s e l  u s e .  He t h i n k s  i f  t a x  were on  a s tate-  
wide  b a s i s  on  d i e s e l  f u e l  would b e  b e t t e r  t h a n  a l o c a l  o p t i o n .  

M r .  N i c h o l s  s a i d  i f  it were  s t a t e w i d e ,  it c o u l d  be  d i s t r i b u t e d  back  on some 
s o r t  o f  b a s i s  as g a s  t a x  i s  a t  t h e  p r e s e n t  t i m e .  

Rep. V i c k i  Johnson ,  D i s t r i c t  #72 ,  Columbus, s p o n s o r  o f  HB 637,  e x p l a i n e d  
HB 637  would e l i m i n a t e  i n h e r i t a n c e  t a x e s  o n  a l l  p r o p e r t y  p a s s i n g  t o  s u r v i v -  
i n g  s p o u s e .  She  f e e l s  a  c o u p l e  h a s  worked t o  e a r n  p r o p e r t y  and t h e  s u r v i v o r  
s h o u l d  b e  e n t i t l e d  t o  a l l  t h e  p r o p e r t y  w i t h o u t  p a y i n g  i n h e r i t a n c e  t a x .  

HOUSE BILL A l i c e  F r y s l i e ,  r e p r e s e n t i n g  Montana C a t t l e m e n ' s  A s s o c i a t i o n ,  
e t  a l ,  s u p p o r t s  HB 637.  See  h e r  t e s t i m o n y  a t t a c h e d .  

637 
T e r r y  Murphy, N a t i o n a l  Fa rmers  O r g a n i z a t i o n ,  a d v i s e d  t h a t  when 

t h e  i n h e r i t a n c e  t a x  was c o n c e i v e d  as a method o f  t a x a t i o n ,  it w a s  f o r  t h e  
p u r p o s e  o f  b r e a k i n g  u p  l a r g e  a c c u m u l a t i o n s  o f  w e a l t h .  However, it h a s  become 
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a revenue measure.  T h i s  b i l l  does  n o t  d i s c r i m i n a t e  between c l a s s e s  of 
peop le  who own p r o p e r t y .  Only 1% of farms i n  t h e  Uni ted  S t a t e s  had h i g h  
enough v a l u e s  t o  be s u b j e c t  t o  i n h e r i t a n c e  t a x .  I n f l a t i o n  i n  l a n d  v a l u e s  
makes a  farm owner ' s  worth much h i g h e r ,  b u t  does  n o t  p rov ide  a  spendab le  
income u n l e s s  t h e  farm i s  s o l d .  Should a  man remarry and p u t  h i s  w i f e ' s  
name on t i t l e  t o  l a n d ,  and s h e  shou ld  d i e ,  h e  h a s  t o  pay i n h e r i t a n c e  t a x  
on h e r  s h a r e  a g a i n .  

Tom S t o h l ,  i n h e r i t a n c e  t a x  d i v i s i o n  of t h e  Department of Revenue, opposes  
HB 637.  During t h e  1975 s e s s i o n  a s t u d y  was made on inher i t ance  t a x e s .  
I n  1977, SB 3 1  was concerned w i t h  t h e  s u r v i v i n g  spouse ,  and provided f o r  
a  50% exemption on a l l  p r o p e r t y  t o  t h e  s u r v i v i n g  spouse ,  i n  a d d i t i o n ,  it 
pushed t h e  $25,000 exemption t o  $40,000, s o  h a l f  t h e  exemption,  p l u s  $40,000 
o u t  o f  t h e  o t h e r  h a l f  was exempt. The spouse r e t a i n e d  50% i n  j o i n t  t enancy .  
For i n h e r i t a n c e  t a x  purposes  t h e  f u l l  v a l u e  o f  p r o p e r t y  is reduced t o  h a l f  
when b r o u g h t  i n t o  an  e s t a t e  - 50% i s  reduced a g a i n ,  making 25% i n c l u d a b l e .  

Because o f  t h i s  l e g i s l a t i o n ,  abou t  60% of  t h e  s u r v i v i n g  spouses  have been 
comple te ly  e l i m i n a t e d  from payment of i n h e r i t a n c e  t a x e s .  T h i s  l e a v e s  o n l y  
e x c e p t i o n a l l y  l a r g e  e s t a t e s .  I f  t h i s  i s  f i g u r e d  o u t  a t  2 % ,  it i s  v e r y  c l o s e  
t o  what i n h e r i t a n c e  t a x  w i l l  be .  The f i r s t  law passed  i n  1887 prov ided  f o r  
a  1% t a x ;  i t  was amended i n  1923 and came up w i t h  a  maximum of  8% which i s  
s t i l l  i n  e f f e c t .  The t a x  r a t e  never  exceeds  8 % ,  and p r o v i d e s  a  5% d i s c o u n t  
i f  p a i d  w i t h i n  18 months. There  i s  a  6-1/2 y e a r  d e f e r r a l  o f  t a x .  He does  
n o t  f e e l  t h e  p r e s e n t  i n h e r i t a n c e  t a x  laws c r e a t e  t h e  problem t h a t  h a s  been 
p o i n t e d  o u t  today p r i m a r i l y  because  when t h e  t a x  i s  computed, t h e  e f f e c t i v e  
r a t e  i s  q u i t e  low - r a r e l y  does  it exceed 4 % .  

Rep. Johnson f e e l s  t h a t  i t  i s  bad enough t o  l o s e  a  loved one ,  b u t  t o  add 
i n h e r i t a n c e  t a x  i s  overwhelming. 

I f  one spouse  d i e s  w i t h i n  10 y e a r s  of t h e  o t h e r ,  t h e  i n h e r i t a n c e  t a x  p a i d  
by t h e  f i r s t  e s t a t e  c o v e r s  any i n h e r i t a n c e  t a x  t h a t  might be due u n l e s s  
v a l u e  o f  e s t a t e  i s  g r e a t l y  i n c r e a s e d .  There  i s  a  f u l l  c r e d i t  f o r  10 y e a r s  
s o  c h i l d r e n  would n o t  have t o  pay i f  s u r v i n g  spouse h a s  a l r e a d y  p a i d  t a x .  
A f t e r  10 y e a r s  no c r e d i t  i s  a l lowed .  ~ n h e r i t a n c e  t a x  i s  f i g u r e d  a t  2% on 
t h e  f i r s t  $25,000,  4% on t h e  n e x t  $25,000; 6% on t h e  nex t  $50,000; 8% on 
$100,000 and a n y t h i n g  o v e r  t h a t .  

The meet ing ad journed  a t  10:OO a . m .  

- 
REP. HERB HUENNEKENS, Chairman 
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