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

Rep. Herb Huennekens, Chairman? c a l l e d  t h e  committee t o  o r d e r  a t  8130 a , m , ,  
February  20, 1479,  i n  room 434, C a p i t o l  B u i l d i n g ,  Helena,  'R.ep,. Fagg was 
fogged i n  a t  B i l l i n g s ,  a l l  o t h e r  members were  p r e s e n t .  RandpXcDonald, 
S t a f f  A t t o r n e y ,  was p r e s e n t ,  

B i l l s  t o  b e  h e a r d  today were House B i l l s  643, 646 and 669, 

Rep, J a y  Fabrega,  D i s t r i c t  #44, Grea t  F a l l s ,  c h i e f  sponsor ,  exp la ined  HB 646 
was a n  a t t e m p t  t o  promote more  investment  of i n s u r a n c e  company a s s e t s  i n  
Montana, Most s t a t e s  g i v e  a gradua ted  r a t e  on t h e  p o l i c y  t a x  on domest ic  

companies t h a t  i n v e s t  t h e i r  a s s e t s  w i t h i n  t h e  s tate,  
HOUSE BILL 

Mike K. F e l t ,  K a l i s p e l l  Corpora t ion  Management Group Insurance  
64 6 Company, t h e  l a r g e s t  h a i l  w r i t e r  i n  Montana, and Casua l ty  

Mountain S t a t e s  Insurance  Company, opened o f f i c e s  i n  Great 
F a l l s  and K a l i s p e l l .  Mountain S t a t e s  was c h a r t e r e d  two y e a r s  ago and is o n l y  
one of two i n s u r a n c e  companies c h a r t e r e d  i n  Montana. I f  t h i s  becomes law, t h e r e  
w i l l  be  a  l a r g e r  number of domic i l ed  companies i n  Montana. A z e r o  t a x  b r e a k  f o r  
domest ic  companies a l l o w s  f o r  more compet i t ion  between more c h a r t e r e d  companies, 

S t a t e s  w i t h  t a x  b r e a k s  have many more companies,  T h i s  is an  o p p o r t u n i t y  f o r  
c h a r t e r i n g  companies i n  Montana, Some pay no premium t a x  - some who ho ld  
p r o p e r t y  i n  t h e  s t a t e  do g e t  t o  deduct  t a x  from t h e i r  premfums. Others  a r e  
p e n a l i z e d  f o r  be ing  s m a l l ,  T h i s  would e q u a l i z e  t h e  t a x  on i n s u r a n c e  companies 
and h e  u r g e s  passage  of HB 646, 

T e r r y  Meagher, S t a t e  A u d i t o r ' s  o f f i c e ,  h a s  no o b j e c t  t o  passage  of t h i s  b i l l ,  
Some of t h e  language makes f o r  problems i n  a d m i n i s t r a t i o n  of t h e  law, The t a x  
b reak  would b e  open t o  a l l  i n s u r e r s  - p r e s e n t l y  t h e r e  a r e  1 , 0 0 0  companies admit- 
t ed  t o  Montana and I f  HB 646 is  passed t h e  way i t  i s  w r i t t e n ,  a l l  would b e  
e l i g i b l e ,  The o f f i c e  wants  some wording r e q u f r i n g  a  suppor t  schedu le  i t e m i z i n g  
Montana s e c u r i t i e s  so t h e y  can be  v e r i f i e d ,  Some s e c u r i t i e s  a r e  r e n t e d  t o  o t h e r s ,  
Page 4 ,  l i n e s  12-13, t h e  scope d e f i n e d  as Montana s e c u r i t i e s  i s  c o n s i d e r a b l y  
e n l a r g e d ,  Any t y p e  of s e c u r i t y  i s s u e d  by a  Montana c o r p o r a t i o n  could  q u a l i f y ,  
Any such  i t e m s  a s  bonds,  s t o c k  i n  s u b s i d i a r z e s ,  c o l l a t e r a l  l o a n s ,  i n t e r a c t i o n  
paper companies could  be cons idered  a  s e c u r i t y  i s s u e d  by a  Montana c o r p o r a t i o n .  
I f  i t  is  passed  and h a s  sugges ted  language changes ,  s o  i t  cou ld  be  s t r r c t l y  
c o n s t r u e d  i n  t h e  t a x i n g  power, i t  would make f o r  b e t t e r  a d m i n i s t r a t i o n .  

B i l l  S t e n b e r g ,  L i f e  of Montana I n s u r a n c e  Company, Bozeman, s u p p o r t s  HB 646. I f  
i t  g i v e s  a t a x  b reak  t o  Montana i n s u r a n c e  companies, i t  w i l l  g i v e  encouragement 
t o  i n s u r a n c e  companies t o  i n v e s t  t h e i r  a s s e t s  i n  Montana, There  a r e  t h r e e  Montana 
based l i f e  i n s u r a n c e  companies which have about  $20 m i l l i o n  i n  a s s e t s  and t h i s  
w i l l  encourage them t o  i n v e s t  h a l f  of t h a t  - $10 m i l l i o n  - i n s t e a d  of t h e  25% 
of t h e i r  a s s e t s  t h a t  a r e  i n v e s t e d  i n  Montana now. 
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Rep, Fabrega s a i d  t h e  i n s u r a n c e  i n d u s t r y  i s  a b s o l u t e l y  p o l l u t i o n  f r e e ,  HB 646  
would g e n e r a t e  new i n s u r a n c e  compani'es i n  Montana t o  s e r v i c e  needs  of  M ~ n t a n q n s  
i n  t h e  a r e a  of  a g r i c u l t u r e .  Passage  of two b i l l s  w i l l  have  handled t h e s e  
problems and c r e a t e d  a p o l l u t i o n  f r e e  s i t u a t i o n  i n M o n t a n a ,  

B i l l  Groff  s a i d  i n s u r a n c e  companies t h a t  pay 2 314% of  t h e i r  premium tax a r e  
exempt from c o r p o r a t e  l i c e n s e  tax, Rep, S i v e r t s e n  asked why t h e y  are  exempt 
from c o r p o r a t e  l i c e n s e  t a x ,  M r ,  Groff  e x p l a i n e d  t h e y  p a y  a 2 3 / 4 %  tax on a 
g r o s s  G a s h  i n  l i e u  of  c o r p o r a t e  income t a x ,  

Rep, S i v e r t s e n  asked i f  t h i s  would b e  g r a n t i n g  a t a x  b r e a k  t o  c o r p o r a t e  bonds,  
s t o c k s  and s u b s i d i ' a r i e s  p l u s  l i n e  companies,  M r ,  Meagher exp la ined  page 4 ,  
l i n e s  8-12, a n  in tercompany l o a n  n o t  s u b s t a n t i a t e d  is a paper  t r a n s a c t i o n  and 
can b e  c r e a t e d  t o  t a k e  advan tage  of  such  a t a x  b r e a k ,  A s u r p l u s  l i n e s  company 
is  n o t  l i c e n s e d  d i r e c t l y ,  c a l l e d  an  a u t h o r i z e d  campany, b u t  o f f e r s  i n s u r a n c e  
t h a t  is  n o t  o f f e r e d  th rough  admi t t ed  i n s u r e r s ,  such  a s  p a c k e r s  and g u i d e s ,  
long  h a u l  t r u c k e r s ,  e t c ,  They can w r i t e  t h i s  i f  t h e y  meet j u s t  c e r t a i n  l imi ta-  
t i 'ons,  and a r e  t axed  a t  t h e  same r a t e  a s  an  a d m i t t e d  company, The company does  
n o t  pay and e s s e n t i a l l y  t h e  i n s u r e d  pays  i t  through t h e  r e s i d e n t  i n s u r e r .  

Rep, Wi l l i ams  asked a r e  most  i n c o r p o r a t e d  i n s u r a n c e  companies o r  a r e  t h e y  
mutua l s?  M r .  Meagher s a i d  most  are s t o c k  companies,  Have one l e g a l  r e s e r v e  
mutua l ,  M r ,  Wi l l t ams  saTd t o  remove exemption t o  remainder ,  a l l  i n t e r e s t  
income would b e  exempt, 

Rep, R e i c h e r t  s a i d  t h e  f i s c a l  impact b o t h e r s  h e r ,  M r .  Meagher s a i d  t h e  f e e s  
and premiums t a x e s  g e n e r a t e d  some $12 m i l l i o n .  I f  t h e  b i l l  i s  amended t o  
i n c l u d e  o n l y  domes t i c  companies,  i t  would have r e l a t i v e l y  no impact .  Rep, 
R e i c h e r t  a sked  why you want a l l  t h i s  c o m p e t i t i o n ,  Rep, Fabrega s a i d  he  is a 
f r e e  e n t e r p r i s e  pe r son  - f e e l s  i t  i s  a c l e a n  i n d u s t r y .  

Rep, S i v e r t s e n  i f  t h e  i n t e n t  of t h e  b i l l  i s  l i m i t e d  t o  domes t i c  companfes 
r a t h e r  t h a n  t o  r e a l  e s t a t e  companies,  t h a t  would b e  f i n e ,  

M r ,  P e l t  s a i d  a c h a r t e r  company h a s  t o  have $800,000 t o  buy a c h a r t e r ,  It 
w i l l  l e t  s m a l l  companies g e t  i n t o  b u s i h e s s ,  The 2 314% premium tax makes i t  
a lmos t  i m p o s s i b l e  t o  b e  a b l e  t o  g e t  s t a r t e d .  More companies would s t a r t  i f  
t h e y  d i d n ' t  have t o  pay t h e  2 3 / 4 %  t a x ,  

Rep, S i v e r t s e n  s a i d  l a r g e  companies would b e n e f i t ,  M r .  Meagher s a i d  l a r g e  
companies pay v e r y  l i t t l e  premium t a x ,  Rep. S i v e r t s e n  t h i n k s  t h i s  would 
b e n e f i t  them more - t h e y  g e t  t o  deduc t  t h e i r  p r o p e r t y  tax, I f  s m a l l  companies 
d e r i v e  some b e n e f i t ,  l a r g e  companies would b e n e f i t  more, 

Rep. Fabrega s a i d  you have one o r  t h e  o t h e r  - e i t h e r  you can deduc t  p r o p e r t y  
t a x  o r  premium t a x .  

Rep. Ramirez,  D i s t r i c t  # 6 4 ,  B i l l i n g s ,  c h i e f  sponsor ,  exp la ined  HB 669 would 
u s e  t a x  inc rement  f i n a n c i n g  f o r  f i n a n c i n g  u rban  renewal  p r o j e c t s .  A munici -  
p a l i t y  may i s s u e  bonds,  t h e  p r o c e e d s  o f  which a r e  t o  make urban renewal  p r o j e c t s  
p r i n c i p a l  and i n t e r e s t  payments. The t a x a b l e  v a l u e  is  f i x e d .  
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HOUSE BILL You g e t  t h e  increment t h a t  t h e  a c t u a l  t a x  is  above t h e  
base .  The bank s h a r e s  t h e  t a x  and when t h a t  i s  removed, 

669 t h e n  t h e  a c t u a l  t a x a b l e  v a l u e  could  be  reduced ,  I f  you 
have a d r a m a t i c  r e d u c t i o n  reduce  t h e  increment  between t h e  

a c t u a l  t a x  v a l u e  and t h e  b a s e  v a l u e ,  Have t o  m a i n t a i n  t h e  increment  s o  t h e  
bonds w i l l  n o t  b e  i n  jeopardy.  You can have a mortgage as a d d i t i o n a l  s e c u r i t y ,  
It p e r m i t s  i t  f o r  u rban  renewal  p r o j e c t s .  Tax increment  revenue p l e d g e s  a r e  
t o  be pledged f o r  one p r o j e c t .  Tax increment could  be  used f o r  a d d i t i o n a l  
bonds, e t c .  

There  was some q u e s t i o n  under  u rban  renewal law a s  t o  whether a law can b e  
f i n a l l y  approved by o rd inance  o r  r e s o l u t i o n  and i t  had t o  be  approved by 
o r d i n a n c e .  Peop le  of Grea t  F a l l s  would l i k e  t o  c l a r i f y  t h a t  a s p e c t  of t h e  law. 
We can adop t  t h i s  by r e s o l u t i o n  and i t  can be  done a t  once,  b u t  i f  done by 
o r d i n a n c e  t h e r e  h a s  t o  be  one n o t i c e  t h a t  you a r e  going t o  do t h i s .  

Tom H a r r i s o n ,  D.A.  Davidson, seconds  Rep, Ramirez on HB 669, The purpose  of t h e  
b i l l  i s  t o  pu t  more s a t i s f a c t i o n  i n  t h e  purchase  of munic ipa l  bonds. T h i s  w i l l  
be h e l p f u l  t o  m u n i c i p a l i t i e s  and t h e  peop le  i n v o l v e d ,  

Raymond E. C l a r k ,  a s s i s t a n t  on a development p r o j e c t  i n  B i l l i n g s ,  t h i n k s  HB 669 
w i l l  go a l o n g  way t o  p r o v i d i n g  g r e a t e r  s e c u r i t y  by ho ld ing  them harmless ,  
Thinks  i t  w i l l  b e  a g r e a t  improvement. 

L a r r y  G a l l a g h e r  s a i d  t h e  s a l a b i l i t y  of bonds i s  most important  t o  s a v i n g  our 
c i t i e s  f n  Montana. 

A 1  Johnson,  G r e a t F a l l s  Developer of community development p r o j e c t  s a i d  t h e  
proposed amendment p o r t i o n  is  c e r t a i n l y  n o t  i n  any way t o  do any th ing  - i t  
i s  s imply t o  c l a r i f y  t h e  i s s u e  a s  t o  what t h e  i n t e n t  of t h e  l e g i s l a t u r e  is .  

A 1  Thelen e n d o r s e s  t h e  b i l l  f o r  t h e  C i t y  of Helena.  Davidson f i r m  a d v i s e s  bonds 
w i l l  be more s a l e a b l e  w i t h  t h e s e  amendments. 

There  were  no opponents .  

Rep. Ramirez d i d  n o t  wish t o  c l o s e .  

R e p .  Reichert asked when one p r o j e c t  i s  pa id  f o r  how does  t h i s  work? M r .  C l a r k  
s a i d  t a x  increment  funds  need n o t  be used ,  They may o r  may n o t  be used ,  b u t  
they a r e  i n s u r i n g  t h a t  funds  a r e  t h e r e  t o  cover  bonded indeb tedness  which 
could  be used  t o  pay o f f  t h e  bond i s s u e .  I f  you have committed funds  you do 
have t h e  c a p a c i t y  t o  pay t h o s e  bonds o f f ,  

Rep, H i r s c h  asked why i t  was r u l e d  t h a t  t h e y  had t o  be by o rd inance ,  The 
s t a t u t e  was somewhat ambiguous Zn t h e  p a r t i c u l a r  p l a c e  t h e y  were t a l k i n g  
about  on an  urban renewal p l a n .  It  d i d  n o t  u s e  t h e  words "by r e s o l u t i o n . "  
J u s t  an  ambigu i ty  i n  t h e  law. 

Rep. D o z i e r ,  page 8,  l i n e  2 ,  new s e c t i o n  - by mortgage o r  on a l l  o r  p a r t ,  you 
can mortgage t o  t h e  bonding company - who would hold  t h e  mortgage? The mortgage 
would s e c u r e  t h e  payment of t h e  bonds a s  w e l l  a s  t h e  t a x  increment .  Tha t  i s  
what i s  i n t e n d e d ,  M r .  C l a r k  a d v i s e d .  

Rep. Fabrega asked i f  t h e  bonds w i l l  be pa id  from revenues  genera ted  from t h e  
p r o j e c t ?  M r .  C l a r k  s a i d  no - t a x  increment means bonds a r e  pa id  from t a x  
revenues ,  n o t  from revenue  from t h e  p r o j e c t  which,  w i t h  t h e  amendments, can 
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be  combined, You can u s e  t h e  revenue p l u s - t h e  t a x  inc rement ,  Revenue bonds 
o r  g e n e r a l  o b l i g a t i o n  bonds a l o n g  w i t h  t a x  inc rements  which p rovfdes  a d d i t i o n q l  
s e c u r i t y  f o r  t h e  h o l d e r ?  p r o v i d e  two s o u r c e s  of funds  t o  i n s u r e  r e p a p e n t ,  

M r .  C l a r k  s a i d  munic ipa l  s o u r c e s  of revenue would be  allowed t o  be p a i d  f o r  
payment of bonds,  The p r i n c i p a l  s e c u r i t y  f o r  t a x  increment  bonds w i l l  b e  t a x  
increment  revenue  from t h e  t a x  d i s t r i c t ,  A housing p r o j e c t  would pay t a x e s  i n t o  
t h e  t a x  increment  fund. When t h i s  happens,  revenue could  now be  pledged.  

Rep. Fabrega mentioned a  housing development might  n o t  be s e l f - l i q u i d a t i n g  - 
how could t h a t  be? M r .  C l a r k  s a i d  t h e  l a n d  o n l y  i s  f inanced .  

Rep, L ien  asked  how t h i s  would a f f e c t  t h e  county budge t s?  Would t h i s  f u r t h e r  
compound t h e  problem i f  you t a k e  some b a s e  t a x a b l e  v a l u e  away. Mike S tephens ,  
MAC0 s a i d  t h e y  would be  opposed t o  any r e d u c t i o n  of t h e  t a x  b a s e ,  Rep, L ien  
asked  i f  a l lowed t o  a d j u s t ,  cou ld  t h i s  a f f e c t  t h e  t a x  base  of l o c a l  governments? 
Mr, C l a r k  s a i d  t h e  l o c a l  t a x i n g  e n t i t y  makes t h e  d e c i s i o n  t h a t  t h e y  a r e  going 
t o  a l l o c a t e  s o  t h e y  can keep t h e i r  bonds v i a b l e .  M r .  Ramirez sai'd i f  t h e  
m u n i c i p a l i t y  a f f e c t s  t h e  d i s t r i c t ,  h e  wouldn ' t  t h i n k  i t  a f f e c t s  t h e  c o u n t y ' s  
revenue.  

Rep, Wil l iams asked i f  t h e s e  p r o j e c t s  would come under t h e  3-year exemption 
t h a t  was p rov ided  a s  an  i n c e n t i v e  f o r  b u i l d i n g ?  M r .  Ramirez s a i d  a n y t h i n g  
exempt would a d j u s t  t h e  t a x  base ,  

Rep, R e i c h e r t  asked w i t h  r e g a r d  t o  bank s h a r e s  t a x  - t h e  way banks a r e  t a x e d ,  
t h a t  t a x  i s  p a r t  of t h e  t a x a b l e  v a l u a t i o n  i n  t h e  o v e r a l l  s t r u c t u r e  f o r  p r o p e r t y  
tax s t r u c t u r e s .  I f  you t a k e  i t  away and make i t  p a r t  of something e l s e ,  you 
would have reduced t h e  a c t u a l  t a x a b l e  v a l u e  - you reduced t h e  increment  o r  t h e  
d i f f e r e n c e  and have p u t  i n t o  j eopardy  bond o b l i g a t i o n s .  Rep, Fabrega e x p l a i n e d  
i f  t h a t  bank happens  t o  be  i n  t h a t  t a x i n g  inc rement ,  i t  would a f f e c t  t h e  t a x  
increment  l o c a l l y .  

Rep, S i v e r t s e n  asked about  t h e  language on page 5 ,  l i n e  1 2  t h a t  had been 
s t r i c k e n ,  M r ,  C l a r k  e x p l a i n e d  t h i s  p o r t i o n  r e l a t e s  t o  t h e  s e c t i o n  5 on page 4  
d e a l i n g  w i t h  t h e  o p t i o n  of a  m u n i c i p a l i t y  t o  s e g r e g a t e  back t o  l o c a l  governments 
i f  ample t o  r e d i s t r i b u t e .  L a t e r  on i f  some problem a r i s e s ,  t h i s  s a y s  t h a t  t h e  
b a s e  v a l u e  which h a s  been a l lowed t o  f l o a t  upward cou ld  be a l lowed t o  go down, 
bu t  cou ld  n o t  l e t  i t  go below what i t  was a t  t h e  t ime adopt ion  of t h e  redevelop-  
ment p l a n ,  

Rep, Wil l iams asked i f  t h i s  would go back and a f f e c t  p a s t  programs? Rep, 
Ramirez s a i d  i t  h a s  an immediate e f f e c t i v e  d a t e .  T h i s  would app ly  t o  any a l r e a d y  
e x i s t i n g  bond i s s u e s .  There  f s  o n l y  one t h a t  h a s  been f inanced  i n  Montana. 
Rep, Wil l iams asked i f  t h e r e  would be any problems w i t h  t h e  depar tment  of 
revenue having t o  go back and s e e k i n g  what h a s  t aken  p l a c e  p r i o r  t o  t h i s ?  
Rep. Ramirez s a i d  no a d j u s t m e n t s  of t h i s  k ind  a s  y e t ,  Would happen i n  t h e  
f u t u r e  b u t  cou ld  a f f e c t  e x i s t i n g  bond i s s u e s .  It is  impor tan t  t o  m a i n t a i n  
bond i s s u e s .  

W. J a y  Fabrega,  D i s t r i c t  #44,  Grea t  F a l l s ,  MT., sponsor  of HB 643, s a i d  we w i l l  
have t o  l o o k  a t  a  d i f f e r e n t  method of a s s e s s i n g  c e n t r a l l y  a s s e s s e d  u t i l i t i e s  
t o  t r y  t o  unders tand  what w i l l  b e  happening i n  t h e  f u t u r e .  HB 643 would r e q u i r e  
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HOUSE BILL t h e  depar tment  of revenue t o  a s s e s s  a l l  t h e  o p e r a t i n g  p r o p e r t y  
owned by c e n t r a l l y  assessed c~mpanies  and e x t a b l i s h  a tax rate 

643 of 16% on a l l  p r o p e r t y  o f  u t i l i t i e s ,  

Dennis Bur r ,  DoR, asked how t h e y  can go about  a s s e s s i n g  u t i l 2 t i e s .  C a p i t a l i z i n g  
incomes, inves tment ,  e t c ?  Montana has  a complicated method of a s s e s s i n g  p r o p e r t y ,  
It i s  t h e  o n l y  s t a t e  t h a t  does  t h i s  i n  t h i s  matter . .  Have t o  s u b t r a c t  whatever  
is a s s e s s e d  l o c a l l y  from t h e m a i n  assessment ,  The DoR Iias t o  go through a  
r i g a m a r o l e  t o  g e t  t o  t h e  c o r r e c t  v a l u e ,  A f t e r  s u b t r a c t i n g  a l l  l o c a l  v a l u e s  
t h e r e  w a s  n o t h i n g  l e f t  f o r  t h e  s t a t e  t o  a l l o c a t e d  t o  o t h e r  c o u n t i e s  i n  t h e  s t a t e .  
I f  l o c a l  v a l u e s  g e t  h i g h  enough and they  c o n t i n u e  t o  g e t  h i g h ,  i t  d e t r a c t s  from 
t h e  u n i t  v a l u e ,  I n  o r d e r  t o  e l i m i n a t e  l o c a l  a ssessments ,  t h e  pe rcen tage  would 
have t o  be  reduced t o  somethihg l e s s  so  each u t i l i t y  on t h e  average  ( a l l  of  them 
t o g e t h e r )  w i l l  be  paying t o  l o c a l  governments what t h e y  had been paying.  

Taxab le  v a l u e  a t  13% w i l l  come o u t  t h e  same on a l l  companies. Some companies have 
more l o c a l l y  a s s e s s e d  p r o p e r t y  t h a n  o t h e r s .  Have worked w i t h  Mountain B e l l  t o  
e l i m i n a t e  l o c a l  a ssessments  and i n c r e a s e  c e n t r a l  v a l u e  and t h a t  i s  now p a r t  
of t h e i r  c e n t r a l  assessment .  It p u t s  Montana c e n t r a l l y  a s s e s s e d  p r o p e r t y  
c l o s e r  t o  what o t h e r  s t a t e s  a r e ,  T h i s  s a v e s  t h e  DoR and t h e  company a  l o t  of 
b o t h e r ,  

Can e l i m i n a t e  t h o s e  c o n s t r u c t i o n  works i n  p r o g r e s s  t h a t  a r e  d e t r a c t i n g  from 
t h e  v a l u e  of every  o t h e r  p r o p e r t y  i n  t h e  s t a t e .  I f  w a i t  v e r y  long  w i l l  have 
t o  c o r r e c t  t h e  problem a f t e r  t h e  t a x  goes  on,  They s e e  a l l o c a t i o n s  from t h e  
depar tment  d e c r e a s i n g  each y e a r  even though t h e  t o t a l  v a l u e  of t h e  company is 
i n c r e a s i n g  because  one o r  two c o u n t i e s  have a  l o t  of c o n s t r u c t i o n  in  them and 
a r e s i p h o n i n g a  l o t  of money o f f ,  

Ken Morr ison,  Department of Revenue, s u p p o r t s  HB 643, a s  does  Mantz Hutchinson.  

Mike S tephens ,  Montana A s s o c i a t i o n  o f a u n t i e s ,  suppor t  HB 643 because  i t  w i l l  
a l l o w  a  more c o n s t a n t  t a x  b a s e  f o r  each coun ty ,  

Opponents - 
Les Loble ,  Montana Dakota U t i l i t i e s  Company, opposes HB 643, s a y i n g  t h e  market  
v a l u e  of $60 m i l l i o n  o v e r a l l  a s  f i x e d  by t h e  depar tment  of revenue,  $27 .3  m i l l i o n  
of which 5 s  l o c a l l y  a s s e s s e d ,  l e a v i n g  $32.7 m i l l i o n  c e n t r a l l y  a s s e s s e d .  B e l i e v e  
it w i l l  c o s t  MDU $400,000 i n  t a x e s .  

Gene P h i ' l l i p s ,  P a c i f i c  Power and L i g h t  Company, d o e s n ' t  know where t h e  13% r a t e  
i s ,  They a r e  o v e r a l l o c a t i n g  t o  t h e  s t a t e  of Montana by a  s u b s t a n t i a l  amount. 
Are paying t a x  on work 2n p r o g r e s s  and can n o t  e a r n  a r e t u r n  on work i n  p r o g r e s s .  
Hates  t o  s e e  t h e  b i l l  passed w i t h o u t  f u r t h e r  s t u d y .  

Thomas J .  O I N e i l l ,  Montana Power Co.,  Helena,  opposes HB 643, say ing  t h e  tax 
e f f e c t  of t h i s  measure w i l l  b e  approximately  $3.3 m i l l i o n  a t  16%. T o t a l  market  
v a l u e  i s  $492.5 m i l l i o n ,  t a x a b l e  v a l u e  $57 m i l l i o n  o r  11.7%. There  w i l l  be  a  
d r a s t i c  a f f e c t  t o  Montana Power. The method f o r  a l l o c a t i o n  i s  done on a  m i l e a g e  
b a s i s  - might b e  d r a s t i c a l l y  a f f e c t e d .  

Tom Dowling, Montana R a i l r o a d  A s s o c i a t i o n ,  Helena,  opposes HB 643 - t h e  Burl ing-  
ton  Nor thern ,  Union P a c i f i c  and Milwaukee a r e  opposed.  

Rep. Wil l iams asked what e f f e c t  t h i s  p r o p o s a l  would have i f  a s s e s s e d  l o c a l l y .  
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M r  , B u r r  s a i d  e v e r y t h i n g  i s  a s s e s s e d  l o c a l l y  i n  t h i s  b iL1,  T h i s  would 
s a v e  M r ,  Lob le  $105,000, 

Rep. S i v e r t s e n  asked i f  r evenues  would b e  r e a l l o c a t e d .  M r .  Burr  s a i d  t h e y  
would a s s e s s  e v e r y t h i n g  under  t h e  u n i t  method and a l l o c a t e  v a l u e s  t o  each  
county.  Would a l l o c a t e  t h a t  equipment b e  l o c a l l y  a s s e s s e d ,  They,would g i v e  
10% of  t h e  t o t a l  a l l o c a t i o n  t o  t h a t  county,  I f  C o l s t r i p  were 102, would now be  
a l l o c a t e d  t o  t h o s e  t h i n g s  t h a t  a r e  now a s s e s s e d  and t h e y  would r e c e i v e  revenue 
comparable t o  what t h e y  a r e  r e c e i v i n g  now, 

Rep. R e i c h e r t  , r e f e r r i n g  t o  page 4 ,  l i n e s  1 8  through 25, s a i d  some c o u n t i e s  
w e r e n ' t  p l e a s e d  w i t h  t h e  appor t ionment  method, Would t h i s  come under  revenue  
s h a r i n g ?  N r ,  Burr s a i d  t h i s  m a i n t a i n s  a  c o n s t a n t  v a l u e  f o r  each t a x i n g  j u r i s -  
d i c t i o n  i n s t e a d  of a l l o w i n g  c o n s t r u c t i o n  t o  s iphon  o f f  a l l  t h e  money from o t h e r  
j u r i s t i c t i o n s ,  It was n o t  t h e  i n t e n t  of t h i s  l e g i s l a t i o n  t o  impact - perhaps  
a f l o a t i n g  v a l u e  might be  f e a s i b l e .  They want no s iphoning  o f f  from one p l a c e  
t o  a n o t h e r ,  Could t r e a t  l o c a l l y  a s s e s s e d  p r o p e r t y  i n  a  computation and combine 
t h o s e  two. A t  13% would s a v e  MDU, and 13% would c o s t  Montana Power Company, I f  
s i m i l a r  companfes a r e  t axed  a t  11% and 12%, could  n o t  do t h a t .  

Rep, Wil l iams s a i d  could  p o s s i b l y  have a  c o n s t i t u t i o n a l  problems, The problem 
w i t h  r a i l r o a d s  i n v o l v e s  f e d e r a l  l a w  and t h i s  would n o t  i n v o l v e  t h a t ,  Only t h e  
county i n  which i t  i s  a c t u a l l y  l o c a t e d .  There  i s  a  $2,000 amount a l l o c a t e d  on 
r a i l r o a d s .  

Rep. L ien  asked how t h i s  would a f f e c t  t a x a b l e  v a l u e s  of c o u n t i e s ?  M r .  Burr 
s a i d  v a l u a t i o n s  i n  most a r e a s  should remain about  t h e  same. 

Rep. S i v e r t s e n  f e e l s  t h e r e  is  a  b i g  d i s c r e p a n c y  i n  d i f f e r e n t  a r e a s  because  of 
t h e  f a c t  t h a t  some u t i l i t i e s  a r e  appor t ioned  c e n t r a l l y  and o t h e r s  l o c a l l y .  

Mr, Morr ison s a i d  much of t h e  Mountain B e l l  p r o p e r t y  i s  c e n t r a l l y  a s s e s s e d .  
Most of t h e i r  u t i l i t y  p r o p e r t y  was a p p r a i s e d  a l s o .  

M r .  Dowling s a i d  t h e  p o s i t i o n  of t h e  r a i l r o a d s  is  t h a t  t h e y  a r e  n o t  a  u t i l i t y .  

M r .  Lob le  s a i d  he  would t a k e  f i g u r e s  back t o  t h e  peop le  i n  Bismark, 

P a c i f i c  Power and L igh t  i s  t a k i n g  no p o s i t i o n .  

Montana Power 's  p o s i t i o n  i s  t h a t  t h e y  a r e  b a s f c a l l y  i n  agreement w i t h  t h e  i d e a ,  
I f  they  cou ld  g e t  11% t h i s  y e a r  and maybe r a i s e  i t  t o  12% nex t  y e a r . , ,  

Rep .  Wil l iams asked,  assuming something i s  worked o u t  on t h i s  under t h e  new 
p r o p o s a l  and i t  d o e s n ' t  f i t  i n t o  t h e  c l a s s  of 13% p r o p e r t y ,  could  we make 
a n o t h e r  c l a s s ?  M r .  Burr sa2d i t  cou ld  be p u t  i n t o  a n o t h e r  c l a s s  a t  a  d i f f e r e n t  
r a t e .  Eng ineer ing  s t u d i e s ,  e t c . ,  a r e  a l r e a d y  cons idered  i n  t h e  c o n s t r u c t i o n  
p r o c e s s  and would be t a k i n g  away a l l o c a t i o n s  from o t h e r  c o u n t i e s .  

Rep. D a n i e l  Kemmis, D i s t r i c t  # 9 4 ,  Missoula ,  c h i e f  sponsor  s a i d  HB 882 r e v i s e s  
t h e  Montana Homestead exemption law 2n a  number of ways. It i n c l u d e s  mobi le  
homes and k i n d s  of homes i t  can be claimed on whether  o r  n o t  i t  i s  s i t u a t e d  on 
l a n d  t h a t  i s  n o t  owned by t h e  t r a i l e r  owner. 
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HOUSE BILL I f  you have a c r e d i t o r  who has  a judgment a g a i n s t  you, t h e  
homestead exemption i.s t h a t  you can p r o t e c t  your home a g a i n s t  

669 t h a t  l i e n  - yau can claim $20,000 va iue  your c r e d i t o r  c a n ' t  
g e t  your home, o r  i f  you have a $100,000 home, and he f o r c e s  

you t o  s e l l ,  you can hold ou t  $20,000, 

It a l lows  s i n g l e  people  t o  c la im homestead exemptions, A t  t h e  p re sen t  time you 
have t o  be head of a fami ly  t o  c l a i h  t h e  homestead exemption, The new Montana 
c o n s t i t u t i o n  p r o h i b i t s  d i s c r imina t ton  a g a i n s t  s i n g l e  persons,  

InsTde c i t y  o r  town, you can claim one a c r e  - 320 a c r e s  o u t s i d e  of tomn used 
for a g r i c u l t u r e  purposes - no provis ion  f o r  them t o  claim homesight o r  t o  g i v e  
them t h e  one a c r e  except ion.  $30,000 is too  low - want t o  make s u r e  t h a t  a 
person can p r o t e c t  a home o n , a  l o t  and ques t i ons  i f  t h e r e  a r e  any $30,000 
homes l e f t  on a l o t  any more, 

It a l l ows  homestead exemption t o  be acqufred au tomat ica l ly .  When you buy, you 
then have a homestead exemptfon, and tf you have an automatic  exemption, you 
have t o  have some way t o  put  a mortgage on an exempt homestead exemption, Can 
be waived by a provis ion .  

On page 3 ,  l i n e  15 ,  t h e  $30,000 v a l u e  should be  l e f t  a t  t h a t  va lue ,  presumptively 
t h e  assessed  v a l u e .  

Rep. Huennekens mentioned t h e  assessed  va lue  i s  a c t u a l l y  t h e  so-cal led t r u e  
market v a l u e  which is r e a l l y  about 60% of t r u e  market va lue ,  

Ga i l  M. S t o l t z ,  speaking f o r  h e r s e l f  and r ep re sen t ing  t h e  Montana Human Resources 
Development Council  D i r e c t o r s  Assoc ia t ion ,  Helena, suppor t s  HB 882, The hme-  
s t ead  exemption i s  made automatic  and inc ludes  mobile  homes who deserve  t h e s e  
b e n e f i t s .  Former l e g i s l a t u r e  when changing laws d e a l i n g  wi th  t h i s ,  changed t h e  
exemption from a male owner t o  fami ly  owner and inc luding  a l l  c l a s s e s  of persons 
who should have b e n e f i t s  and made recommendation t h a t  i t  be  d e a l t  wi th  inc luding  
o t h e r  persons ,  She i s  g lad  t o  s e e  t h i s  being done i n  t h i s  b i l l ,  Thinks i t  i s  
a human problem. This  i s  he lp ing  c l e a r  up an ove r s igh t .  See he r  testimony which 
accompanies, 

Ol iver  Dahl, former d i r e c t o r  of Montana Senior C i t i z e n s ,  suppor t s  HB 882, Recom- 
mend t h i s  b i l l  be  given a Do Pass. 

There were no opponents,  Rep, Kemmi's d id  no t  f e e l  t h e  need f o r  c l o s i n g .  

ques t i ons  from t h e  committee, 

Rep. Huennekens mentioned i n  3 imposing support  element and i n  4 a r e  n o t .  Rep, 
Kemmis s a i d  i f  somebody i s  unmarried and l i v i n g  a lone ,  t h e  homestead should 
apply t o  them a s  wel l  a s  someone who i s  marr ied ,  Sec t ion  3 may n o t  be  necessary  
a t  a l l .  

Rep. Re iche r t  asked i f  he  recommended t h e  f i g u r e  of $30,000 be r a i s e d ?  Rep. 
K e m i s  s ays  he  l eaves  t h a t  up  t o  t h e  committee. One a c r e  is p ro t ec t ed .  

Rep. Fabrega s a i d  assessment va lue  should even tua l ly  e s c a l a t e  t o  f u l l  v a l u e  t o  
t h e  sum of $50,000. Page 1, l i n e  17 de f in ing  head of household t h e r e  is 
element of dependency. Automatic homestead exemption would apply,  
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Rep, L i e n  asked how t h i s  would a f f e c t  t h e  c r e d i t  o f  t h e s e  peup le ,  Would t h i s  
j e o p a r d f z e  t h e i r  chances  of g e t t i n g  c r e d i t ?  Rep, Kemnis s a i d  t h e y  would have 
t o  g i v e  a  wa ive r .  

EXECUTIVE SESSION 

Rep, PaFrega moved HB 882 b e  moved t o  t h e  f l o o r ,  Recormended on page 3 ,  l i n e  15 
t o  change t h a t  pa ragraph  t o  say such homestead i n  e i t h e x  c a s e  s h a l l  n o t  exceed 
c u r r e n t  market  v a l u e  of  $50,000, Motimn t o  Do P a s s  was adppted unanimously ,  

Meeting ad journed  a t  11130 a , m ,  

Lt (A-&-- -- -- 

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




