
HOUSE TAXATION COMMITTEE 

46 th  Leg is l . a tu re  

Rep. Herb Huennekens, Chairman, c a l l e d  t h e  conunittee t o  o r d e r  a t  8:30 a.m., 
February 28, 1979,  i n  room 434, C a p i t o l  B u i l d i n g ,  Helena.  A l l  members of t h e  
committee were  p r e s e n t  excep t  Reps. Fagg and Wil l iams who were excused.  S t a f f  
At to rney ,  Randy McDonald, was p r e s e n t .  

B i l l s  t o  be  heard were HB 770, 297, 796. 

Rep. Rober t  J .  Pav lov ich ,  D i s t r i c t  #86,  B u t t e ,  c h i e f  sponsor  of HB 297, s a i d  
t h i s  b i l l  wou1.d c r e a t e  a  new p r o p e r t y  c l a s s  - Class 2 1  - f o r  a t h l e t i c  o r  r e -  
c r e a t i o n a l  f a c i l i t i e s  owned by a n o n p r o f i t  Montana c o r p o r a t i o n  and would be 
taxed a t  3% of market v a l u e .  

HOUSE BILL J.D.Lync11, M o n t n ~ ~ n  Golf A s s o c i n t i o n ,  B u t t e ,  s u p p o r t s  HI3 297. 
Two y e a r s  ago t h e r e  was a  tremendous i n c r e a s e  on assessments  

297 of n o n p r o f i t  r e c r e a t i o n a l  f a c i l i t i e s .  Taxes w i l l  be  based 
on an i n c r e a s e  from $14,900 @ 1.3.5% t o  $47,000 @ 13.%% on 

t h e  new c l a s s i f i c a t i o n .  

George D .  Anderson, Montana Golf A s s o c i a t i o n ,  Helena,  i s  a  c e r t i f i e d  p u b l i c  
a c c o u n t a n t .  R e a p p r a i s a l  of p r o p e r t y  was s t a r t e d  because  of t r y i n g  t o  g e t  a 
1 - i t t l e  more e q u i t y  i n  t a x a t i o n .  There  i s  a  complete  i n e q u i t y  when a l l  of  a  
sudden someone's v a l u a t i o n  goes  up 7 ,  8 o r  9 t imes .  See h i s  "Proper ty  Tax 
on Golf Courses  f o r  S e l e c t e d  C i t i e s "  which i s  a t t a c h e d .  

I n  some p l a c e s  l and  was r a i s e d ,  b u t  many b u i l d i n g s  were r a i s e d  a l s o .  The 
manner i n  which t h i s  was done i s  a  comple te ly  i n e q u i t a b l e  u s e  of r e a p p r a i s a l .  
People  a r e  w i l l i n g  t o  go t o g e t h e r  and form an a s s o c i a t i o n  s o  peop le  can p l a y  
g o l f  b u t  i t  i s  n o t  a  v e r y  v i a b l e  b u s i n e s s .  The amount of p r o f i t s  i-s v e r y  
minimal.  Amount of t a x e s  a s s e s s e d  over  p a r t i c u l - a r  f a c i l i t i e s  o v e r  p a s t  y e a r s  
a s  compared t o  what t h e y  had been h a s  i n c r e a s e d  tremendously.  The f i s c a l  
n o t e  p i c k s  o u t  t h e  wors t  p o s s i b l e  s i t u a t i o n  you can f i n d .  

HB 297 is  a  l i t t l e  more e q u i t a b l e  compared t o  what is  be ing  done under t h e  
p r e s e n t  system. There  w i l l  be an  i n c r e a s e  i n  B u t t e ' s  t a x e s .  Houses around 
g o l f  c o u r s e s  a r e  much more v a l u a b l e .  Would be look ing  a t  a  r e d u c t i o n  i n  
t a x e s .  Suppor t s  HB 297. 

John Delano, S e c r e t a r y ,  Montana S t a t e  Trapshoot ing  A s s o c i a t i o n ,  Helena,  sup- 
p o r t s  HB 297, and o f f e r s  an  amendment t h a t  would i n c l u d e  " t r a p  and s k e e t  c lubs" .  

S t e v e  Sevener ,  P r e s i d e n t ,  B u t t e  Trap and Skeet  Club, B u t t e ,  s u p p o r t s  HB 297. 
Taxes i n  t h e  l a s t  f i v e  y e a r s  have a lmost  t r i p l e d  i n  an  a r e a  where t h e  l a n d  v a l u e  
h a s  i n c r e a s e d .  Agrees t h e  m a r k e t a b l e  v a l u e  shou ld  be t a x e d ,  b u t  t h e  k i n d  of an 
i n c r e a s e  t h e y  had h a s  r a i s e d  t h e i r  p e r  day c o s t .  People  have p u t  t o g e t h e r  and 
run  i t  f o r  p u b l i c  r e c r e a t i o n .  The o n l y  membershi-p v a l u e  i s  t o  be  a b l e  t o  buy 
q u a n t i t i e s  of r e l o a d i n g  components a s  a  group. Under t h e  3% r u l e ,  B u t t e  h a s  
probably  had an  i n c r e a s e ,  b u t  c e r t a i n l y  n o t  double  what i t  was. A r a n g e  t a k e s  
40 a c r e s  of unimproved l a n d .  To go o u t  and r e p l a c e  w i t h  o t h e r  l a n d  would b e  
d i f f i c u l t  because  of houses  be ing  up t o o  c l o s e .  H e  d o e s n ' t  t h i n k  t h e r e  i s  a  
l o s s  t o  B u t t e - S i l v e r  Bow. Would l i k e  t o  s e e  " t r a p  and s k e e t  c lubs"  be  
amended i n t o  HB 297. 
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Ken Hooves to l ,  Wyn~ont Golf Course S u p e r i n t e n d e n t s  A s s o c i a t i o n ,  B i l l i n g s ,  sup- 
p o r t s  HB 297. Much l a n d  i s  going i n t o  hous ing .  P r i v a t e  coun t ry  c l u b s  a r e  
paying t h e i r  own way and should n o t  be p e n a l i z e d .  Middle income peop le  a r e  b i g  
g o l f  e n t h u s i a s t s .  Because of growing c o s t s ,  i t  cou ld  a g a i n  become a  r i c h  man 's  
game. 

J o e  F o r s l e y ,  Meadowlark Country Club,  Great  F a l l s ,  s a i d  Meadowlark i s  n o t  a  r i c h  
man's c l u b .  Hopes HB 297 w i l l  be passed.  

Mayo Ashley,  Montana S t a t e  Golf A s s o c i a t i o n ,  Helena,  t h i n k s  o v e r t a x i n g  g o l f  
c l u b s ,  t r a p s ,  e t c . ,  i s  i n  h i s  v iew j u s t  a n o t h e r  move of t h e  p r i v a t e  s e c t o r  
be ing  phased o u t  and t h e  p u b l i c  s e c t o r  t a k i n g  o v e r  t h i n g s .  The c l o s u r e  of 
some of t h e s e  c o u r s e s  and t r a p  c l u b s  which may be f o r e t d  by h i g h e r  t a x e s ,  may 
pltrnore p r e s s u r e  on p u b l i c  f a c i l i t i e s  and w i l l  p u t  more p r e s s u r e  on t a x p a y e r s .  
High s c h o o l  and c o l l e g e  g o l f  teams u s e  t h e s e  c o u r s e s .  They cannot  u s e  p u b l i c  
c o u r s e s  because  t h e y  a r e  a l r e a d y  s o  f u l l .  Var ious  t r a p  c l u b s  and g o l f  c o u r s e s  
b r i n g  i n  a l a r g e  amount of peop le  and p r o v i d e s  income i n  t h i s  manner. There  is  
a tendency t o  e v a l u a t e  t r a p  c l u b s  and g o l f  c o u r s e s  on a  d i f f e r e n t  b a s i s  - 
whether  t h e y  a r e  i n  t h e  c i t y  o r  on t h e  o u t s k i r t s  and t h i s  b i l l  would make f o r  
a  s t r a i g h t  c l a s s i f i c a t i o n  on t h e s e  t h i n g s .  A d d i t i o n a l l y  t h e r e  i s  a move f o r  
Greenbe l t  a r e a s .  These t h i n g s  p r o v i d e  a c e r t a i n  g r e e n b e l t  and an income from 
t h a t  a r e a  t h a t  you do n o t  have from non-park t y p e s .  

These c l u b s  which have n o t  o n l y  g o l f  bu t  have swimming, a r e  f a m i l y  f a c i l i t i e s  
and by t a x i n g  an  e x c e s s i v e  r a t e ,  w i l l  t a x  them o u t  o f  e x i s t e n c e  and p u t  on t h e  
p u b l i c  s e c t o r  a g a i n  o r  t u r n  them back t o  r i c h  men's c l u b s  a g a i n .  

Lcm Deskin ,  S e c r e t a r y  t r e a s u r e r  o f  t h e  Helena Trap Club,  Helena,  s a i d  i n  
Helena v a l l e y  t h e y  own a  l i t t l e  under  70 a c r e s .  They have t o  have a good 
amount o f  l a n d  t o  s a f e l y  ho ld  a  t r a p  c l u b  and t h e  t a x e s  i n  1977 were $695.29 
and t h i s  y e a r  t h e y  a r e  $1,104.52.  Nope t h e  commfttee s u p p o r t s  HB 297. 

T.M.Quayle, B u t t e  Trap and Skeet  Club,  B u t t e ,  s a i d  t h e y  could  p o s s i b l y  a c c e p t  
such an  i n c r e a s e  over  10-15 y e a r s .  Suppor t s  HB 297. 

B i l l  Downs, Belmont S k i  Club, Helena,  i s  a  board of t r u s t e e  member and a member 
of t h e  Board of D i r e c t o r s  of t h e  N a t i o n a l  S k i  Clubs.  Belmont is  taxed  a t  13% 
of market v a l u e .  The c o s t  of s k i i n g  i s  such t h a t  i t  i s  tremendous. S k i  equip-  
ment i s  v e r y  expensive .  Non-prof i t  o r g a n i z a t i o n s  a r e  deve lop ing  a market  - 
670,000 s k i  t i c k e t s  s o l d  i n  Montana a l o n e .  I n  Colorado 65,000,000 t i c k e t s  were  
s o l d .  Belmont does  n o t  own t h e  l a n d ,  b u t  own t h e  b u i l d i n g s  and equipment.  
Suppor t s  HB 297. 

F r a s e r  MacDonald, Montana S t a t e  Golf A s s o c i a t i o n ,  B u t t e ,  s u p p o r t s  HB 297. 

J e f f  Lauderda le ,  B u t t e  Country Club,  W h i t e h a l l ,  s u p p o r t s  HB 297. 

Dane Wm. Gamble, Golf Course S u p e r i n t e n d e n t s  A s s o c i a t i o n ,  Green Meadow Golf 
Club, Helena,  s e e s  a  f i s c a l  b a t t l e ,  bu t  i t  need n o t  be  so .  Very few a r e  aware 
of t h e  e f f e c t s  of a g o l f  c o u r s e .  An 18-hole Golf c o u r s e  can p r o v i d e  enougl~  a i r  
c o n d i t i o n i n g  f o r  a  l a r g e  a r e a .  12,000,000 g a l l o n s  of w a t e r  can be absorbed from 
a  3" r a i n ,  t h e r e b y  t h e  g r a s s  a c t s  a s  an a i r  c o n d i t i o n e r .  Greenbe l t  a r e a  i s  a  
non-taxed a r e a .  A g o l f  c o u r s e  does  n o t  r a i s e  c h i l d r e n ,  does  n o t  send k i d s  t o  
s c h o o l ,  i s  n o t  a  t a x  burden t o  a  community. Suppor t s  HB 297. 
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H. F r i t z  Apos te r ,  B u t t e  S k i  Club and Trail ,  B u t t e ,  s u p p o r t s  HR 297. They a r e  
i n  a  v e r y  c r i t i c a l  f i n a n c i a l  c o n d i t i o n  and can u s e  t h e  h e l p  HB 297 o f f e r s .  

S tan  Dagdale,  B u t t e  S k i  Club, B u t t e ,  s a i d  t h e i r  revenue i s  based upon t h e  t imes  
t h a t  p e o p l e  s k i .  Most a r e  c h i l d r e n .  Are i n  f a v o r  of HI3 297. 

John Frank ino ,  Green Meadow Country Club,  Helena,  s u p p o r t s  HB 297. 

Opponents - 

Dan Mizner,  Montana League of C i t i e s  and Towns, s a i d  t h e  l e g i s l a t u r e  mandates 
e x p e n d i t u r e s  a t  c i t y  l e v e l .  Cities have had t o  exceed 65 m i l l s  under  r e c l a s s i -  
f i c a t i o n .  The c u l p r i t  i s  n o t  t h e  l o c a l  government, it is  t h e  depar tment  of 
r evenue .  It i s  n o t  t h e  l o c a l  c i t i e s  who pu t  t a x e s  on. L e g i s l a t u r e  shou ld  
c o n s i d e r  some s o u r c e  of r e p l a c i n g  t h a t  d o l l a r  by t r a n s f e r r i n g  some of t h e  c o s t  
t o  someone e l s e .  Have asked i n  t h e  p a s t  f o r  o t h e r  s o u r c e s  of revenue  t h a t  can 
b e  earmarked - have asked f o r  p r i v i l e g e  of l o c a l  peop le  t o  v o t e  on t a x a t i o n .  
C a n ' t  form a  n o n p r o f i t  c o r p o r a t i o n  on b e h a l f  of c i t i e s  and towns i n  Montana - 
have t o  oppose t h i s  b i l l .  

Dean Zinnecker ,  Montana A s s o c i a t i o n  of C o u n t i e s ,  s a i d  t h e r e  a r e  t o o  many c l a s s e s  
of p r o p e r t y  t a x  now. W i l l  have t o  c o n s i d e r  c o n s o l i d a t i n g  c l a s s e s .  The DoR i s  
e q u a l i z i n g  forms of r e c r e a t i o n  f a c i l i t i e s .  T h i s  b i l l  w i l l  go t o  i n c r e a s e  t a x e s  
on o t h e r  t y p e s  of p r o p e r t y .  24 c o u n t i e s  l o s t  v a l u a t i o n  and 66 c i t i e s  l o s t  
v a l u a t i o n .  I f  no r o a d s ,  f a c i l i t i e s  would n o t  be  t h e r e .  Opposes t h e  b i l l .  See 
t es t imony  accompanying. 

Rep. P a v l o v i c h  c l o s e d  s a y i n g  e v e r y t h i n g  h a s  been s a i d .  

Rep. Dass inger  asked i f  t h i s  h a s  been brought  up t o  t h e  t a x  a p p e a l  board.  M r .  
Lynch s a i d  Helena,  B u t t e ,  Missoula  a r e  a l l  on p r o t e s t .  When r e v a l u e d ,  t h e  
r a t e  on t h e  whole t h i n g  was 8 .55%. Nonprof i t  r e c r e a t i o n  f a c i l i t i e s  shou ld  b e  
a t  8.55% a l s o .  Rep. Dass inger  i f  t h e  b u s i n e s s  peop le  i n  town who a r e  brought  
b u s i n e s s  cou ld  pay p a r t  of t h e s e  t a x e s .  M r .  Lynch s a i d  t h e r e  is  no way f o r  
them t o  pay t h i s .  F a c i l i t i e s  h o s t  a t  least one even t  each y e a r .  

Rep. R e i c h e r t  asked i f  under c l a s s i f i c a t i o n  p r o p o s a l ,  would t h e s e  p r o p e r t i e s  
go into a n o t h e r  bracket. 

Rep. Johnson asked h o w i t t s s o  easy  t o  form a  n o n p r o f i t  c o r p o r a t i o n .  M r .  Mizner 
adv i sed  i n  C a l i f o r n i a  you have p r o f i t  and n o n p r o f i t  c o r p o r a t i o n s  f o r  h u n t i n g  on 
r a n c h e s ,  i f  t h e  1 .egis l .a ture  a l l o w s  t h e s e .  It t a k e s  3 people  and $50 and t h e y  
can  be pu t  i n t o  a  n o n p r o f i t  r e c r e a t i o n  c o r p o r a t i o n .  

Rep. B u r n e t t  q u e s t i o n e d  t h e  comment on a d d i t i o n a l .  c l a s s i f i c a t i o n s .  M r .  Burr  
s a i d  h e  f e e l s  v e r y  bad about  t h e  whole s i t u a t i o n .  It i s  a  p o l i c y  d e c i s i o n  t h a t  
h e  d o e s n ' t  have any p o s i t i o n  on - whether  t o  make i t  8.55% o r  3% v a l u a t i o n .  
Doesn ' t  make any d i f f e r e n c e  t o  t h e  depar tment .  

Rep. H a r r i n g t o n  asked i f  t h a t  wouldn ' t  l i m i t  s t o c k h o l d e r s  and p u t  a  s t r i n g  on 
t h i s  t y p e  o f  c o r p o r a t i o n .  M r .  Mizner s a i d  down t h e  l i n e  you could  l o o k  a t  
t h e s e  t h i n g s  i n  t h a t  a  bunch of them a r e  going t o  change,  bu t  someone e l s e  w i l l  
have t o  p i c k  up t h e  t a x .  
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Rep. L i e n  s a i d  r e v a l - u a t i o n  showed a  d r a m a t i c  i n c r e a s e .  What p rocedure  was 
used? M r .  Burr  s a i d  g o l f  c o u r s e s  a r e  covered i n  a  v a l u a t i o n  manual. Some 
a r e  i n  h i g h e r  b r a c k e t s  because  t h e y  had been n e g l e c t e d  i n  t h e  p a s t .  When 
r e a p p r a i s e d  t h e  B u t t e  Skee t  Club,  asked i f  any moneys o r  b i l l s  were  a v a i l a b l e  
t o  show c o s t  of equipment.  Used equipment t o t a l l e d  a p r i c e  of $93 and had 
been r e c o n s t r u c t e d  t o  $5,000 v a l u e .  Other  c l u b s  have had t h e  same problem. 

Kep. Fabrega asked why g o l f  c o u r s e s  d o n ' t  q u a l i f y  under  t h e  G r e e n b e l t  law. 
M r .  Bur r  s a i d  have t o  show a g r i c u l t u r a l  p r o d u c t i o n  on t h e  G r e e n b e l t ,  F e e l s  
t h e y  have done a  good job  on r e a p p r a i s a l .  

Rep. Nordtvedt  s a i d  B u t t e  h a s  1.65 a c r e s .  He asked i f  they  would s e l l  t h e i r  
l a n d  f o r  $207,000 which i s  t h e  a p p r a i s e d  v a l u e .  Are t h e s e  a p p r a i s a l s  h i g h e r  
than t h e  market  v a l u e  of  your  p r o p e r t y .  The q u e s t i o n  of what market  v a l u e  i s  
a r o s e .  It i s  what i t  w i l l  s e l l  f o r .  M r .  Anderson s a i d  t h e i r  p r o p e r t y  a t  B u t t e  
h a s  a  b i g  v a l u e  on b u i l d i n g s .  Must l o o k  a t  a l l  of  t h e s e  t h i n g s .  Doesn ' t  t h i n k  
t h e  a p p r a i s a l  n e c e s s a r i l y  h i t s  market  v a l u e  because  you have t o  have a  w i l l i n g  
buyer and a  w i l l i n g  s e l l e r .  

M r .  Deskin s a i d  t h e y  would sel .1 t h e i r  b u i l d i n g s  f o r  what they  a r e  a p p r a i s e d  f o r  
i n  Helena v a l l e y ,  b u t  n o t  t h e  l a n d .  I n  t h e i r  c a s e  i t  was t h e  improvements t h a t  
r a i s e d  up - would s e l l  them w i l l i n g l y .  

Rep. H a r r i n g t o n  asked i f  t h i s  b i l l  does  n o t  p a s s ,  what w i l l  happen t o  some of  
t h e s e  c l u b s ?  M r .  Lynch s a i d  some may have t o  s e l l  o r  g o l f  w i l l  become a  r i c h  
man's game. Membership would d rop  because  of h i g h e r  dues  which make i t  v e r y  
e x c l u s i v e .  

Rep. Huennekens asked M r .  Anderson i f  t h e r e  was any q u e s t i o n  abou t  t h o s e  i n  
B i l l i n g s  s e l l i n g  f o r  m i l l i o n s  of d o l l a r s .  Mr. Anderson wasn ' t  s u r e .  

Rep. Fabrega asked what k ind  of r evenue  is  d e r i v e d  by t h e  c i t i e s  from m u n i c i p a l  
g o l f  c o u r s e s .  M r .  Mizner s a i d  munic ipa l  g o l f  c o u r s e s  a r e  n o t  on t a x  r o l l s .  
O p e r a t i o n  i s  p a i d  f o r  by f e e s .  Greens f e e s  and t h e  u s e  of i t  i s  t h e  way of 
b r e a k i n g  even.  

Dave Hunte r ,  C i t y  of He lena ,  s a i d  t h e y  a n t i c i p a t e  t h e y  w i l l  p i c k  up abou t  $4,000 
t h i s  y e a r  from the  g o l f  c o u r s e .  Have p u t  i n  9 new h o l e s  i n  t h e  m u n i c i p a l  g o l f  
c o u r s e .  They d o n ' t  t r y  t o  cover  o p e r a t i o n  and maintenance.  

Rep. Robbins asked what i t  g e n e r a l l y  c o s t  t o  o p e r a t e  a  munic ipa l  g o l f  c o u r s e .  
He was t o l d  a f a v o r a b l e  t a x ,  e t c . ,  might  a l l o w  c u r r e n t l y  i n  Montana 4  new g o l f  
c o u r s e s .  Each r e p r e s e n t s  a  $700,000 inves tment  and i n  Missou la ,  i n  e x c e s s  of  
$1 m i l l i o n .  I f  you do n o t  a l l o w  y o u r s e l f  t h e  c a p i t a l  t o  grow and expand, i t  
w i l l  d i e .  Owners a r e  be ing  f o r c e d  o u t  o f  t h e  g o l f  c o u r s e  b u s i n e s s .  P e o p l e  a r e  
f o r c e d  i n t o  t h e  p o s i t i o n  of n o t  b e i n g  a b l e  t o  pay and end up r e l y i n g  on munic ipa l  
and government r e c r e a t i o n  f a c i l i t i e s .  I t ' s  a  q u e s t i o n  of  t h e  p r i v a t e  s e c t o r  
be ing  a b l e  t o  meet s u b s t a n t i a l  needs  of t h e  p u b l i c  s e c t o r .  

Rep. R e i c h e r t  asked i f  your  c l u b  wou1.d a c c e p t  a  h i g h e r  t a x  r a t e .  M r .  Lynch 
s a i d  a n y t h i n g  above 4 .5% would work a  g r e a t  h a r d s h i p  on them. The f e e s  t h e y  

I wish t o  pay f o r  i s  3%. 

Rep.  Nordtvedt  asked how many members a r e  i n  t h e  B u t t e  Country Club. M r .  Lynch 
s a i d  350. 
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Rep. J a c k  Ramirez, D i s t r i c t  #64, B i l l i n g s ,  Chief sponsor  exp la ined  HB 796 
w a s  des igned  t o  t r y  t o  c o r r e c t  some of t h e  problems t h a t  a r o s e  o u t  of reap-  
p r a i s a l .  p r o c e s s .  It d e a l s  w i t h  f o u r  problems: appra i sa l .  o f  r e s i d e n c e  a t  1972 

v a l u e s  and r e s i d e n c e  a t  1976 v a l u e s  and l o t s  and o t h e r  l a n d  
HOUSE BILL a t  1978 and 1977 v a l u e s ;  on page 2 i t  r e q u i r e s  a l l  p r o p e r t y  

be  a s s e s s e d  on t h e  same y e a r ' s  d a t e ;  d e a l s  wi.th f u n c t i o n  of 
796 revenue o v e r s i g h t  committee; makes revenue o v e r s i g h t  committee 

a  permanent one and d u t i e s  a r e  expanded somewhat - t h e y  a r e  t o  
c o n s i d e r  methods of r e a p p r a i s a l  and propose w r i t t e n  recommendations f o r  a d o p t i o n  
of r u l e s .  I f  a  person h a s  a  complaint  abou t  a p p r a i s a l  on h i s  p r o p e r t y ,  h e  goes  
i n t o  t h e  a s s e s s o r ' s  o f f i c e ,  t a l k s  t o  t h e  s t a f f  and t h e y  make an- immedia te  change 
i n  a p p r a i s a l  and some of  t h e s e  immediate changes have been u n f a i r  d e c i s i o n s .  
Adjo in ing  l o t s  were  v a l u e d  much h i g h e r  and no r e c o r d s ' w e r e  made of any of t h e  
ad jus tments .  He wants  a d j u s t m e n t s  made i n  w r i t i n g  by t es tament  of a s s e s s o r  and 
perhaps  some of t h e  i n e q u i t i e s  won ' t  be c r e a t e d .  

F i n a l l y ,  commercial d e a l e r s  i n  Grea t  F a l l s  appea led  t o  STAB and i t  w a s  d e t e r -  
mined by t h e  board t h a t  t h e r e  was a  d i sc repancy  i n  e q u i t y  f o r  a l l  commercial 
p r o p e r t i e s  and t h a t  p r o p e r t y  f o r  t h o s e  a p p e a l i n g  was reduced a s u b s t a n t i a l  
amount b u t  t h o s e  who d i d  n o t  a p p e a l  d i d  n o t  g e t  t h e  ad jus tment .  Can pay under 
p r o t e s t ,  s u e  and r e c o v e r ,  b u t  t h a t  is expens ive .  I f  STAB found t h a t  t h e r e  was 
some t y p e  of a p p r a i s a l  method t h a t  shou ld  have been a p p l i e d  t o  s i m i l a r  p r o p e r t y  
i n  t h e  s t a t e ,  i t  would r e s u l t  i n  lower a p p r a i s a l s  f o r  o t h e r  p e o p l e , t h e n  i t  
could  i s s u e  a n o t i c e  t o  a l l  of t h o s e  who d i d  n o t  a p p e a l  say ing  we w i l l  l e t  you 
j o i n  i n  t h e  a p p e a l  a t  t h e  s t a t e  t a x  a p p e a l s  l e v e l .  Can cone r i g h t  i n t o  t h e  
s t a t e  t a x  a p p e a l s  board t h e  same a s  f o r  t h o s e  peop le  b e f o r e  u s .  A new s e c t i o n  
on page 8 s e t s  o u t  t h e  b a s i c  problems t o  b e  c o r r e c t e d  by HB 796. 

There  were no opponents.  

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

Q u e s t i o n s  from t h e  committee - 
Rep. Dass inger  asked i f  t h e r e  is  a chance f o r  t h e  a p p r a i s a l  t o  go up.  Rep. 
Ramirez s a i d  i t  i s  des igned  t o  t r y  t o  c r e a t e  e q u a l i t y .  

Rep. B e r t e l s e n  asked i f  i n  t h e  even t  t h e  committee f e l t  t h a t  t h e  one whole 
s e c t i o n  c r e a t e d  a problem because  of d i s t i n c t  q u e s t i o n s ,  you would b e  w i l l i n g  
t o  g i v e  up any one problem addressed?  Rep. Ramirez s a i d  market v a l u e  would 
have t o  be  cons idered .  Rep. B e r t c l s e n  f e e l s  t h e r e  may b e  some problems 
w i t h  STAB. 

Rep. Johnson mentioned i f  an amendment were  proposed,  could  g e t  it a d j u s t e d  
n e x t  s e s s i o n .  

Rep. R e i c h e r t  t h i n k s  i t  d o e s n ' t  h e l p  t h e  f e l l o w  who i s  h o l d i n g  t h e  bag.  Does 
n o t  l i k e  t h e  r e a p p r a i s a l  method t h a t  we have had l a s t  y e a r .  T h i s  might  make 
peop le  who a r e  making a p p r a i s a l s  more c a r e f u l  by knowing t h a t  they  would have 
t o  t r e a t  each p r o p e r t y  owner i n  an  a c c o u n t a b l e  manner. Hopes t h a t  is  what 
would be done. 

Rep. Fabrega asked what i f  5,000 commercial peop le  dec ided  t o  t a k e  a p p e a l s  t o  
STAB? T h i s  would be des igned  t o  t r y  t o  g e t  e v e r y t h i n g  b e f o r e  one body t o  make 
t h e  d e c i s i o n  r a t h e r  t h a n  hav ing  a  number of l a w s u i t s  sp read  o u t  among v a r i o u s  
p a r t s  of t h e  s t a p e .  
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t h e y  w i l l  be  g r e a t e r  t h a n  i f  we pursue  i t  under t h i s  b i l l  which a t t e m p t s  t o  
a d d r e s s  t h i s  problem and head i t  o f f .  

Rep. Fabrega wondered k ~ h a t  t h e  depar tment  ' s f e e l i n g  about  supp ly ing  r e s b u r c e s  
t o  STAB f o r  t h i s  purpose  would be.  See t es t imony  p r e s e n t e d  by S t a t e  Tax Appeal 
Board. 

Rep. G.C.Feda, D i s t r i c t  # 4 ,  Glasgow, c h i e f  sponsor  exp la ined  HB 770 was i n t r o -  
duced f o r  t h e  purpose  a s  t h e  t i t l e  s t a t e s .  To f i n d  more u s e  f o r  Glasgow a i r -  
b a s e  was main purpose .  The b i l l  would a l l o w  c r e a t i o n  of f o r e i g n  t r a d e  zones  
i n  Montana. 

HOUSE BILL S teven  R. Marks, law s t u d e n t  a t  Lewis & C l a r k  School  of Law 
a t  P o r t l a n d ,  Oregon, p r e s e n t l y  working a t  Glasgow, exp la ined  

770 i n  o r d e r  f o r  t h e r e  t o  be  a f o r e i g n  t r a d e  zone,  t h e r e  h a s  t o  
b e  a law a l l o w i n g  one t o  be  formed. These a r e  o p e r a t e d  under  

p u b l i c  and p r i v a t e  c o n t r o l .  I n  a t r a d e  zone t h e y  can  s h i p  w i d g e t s  i n t o  t h e  
zone when t r a n s p o r t a t i o n  i s  t h e  cheapes t  and t h e n  r e s e l l  a t  prime marke t ing  t i m e .  
Advantages t o  a  community can b e  tremendous - $ 1  can t u r n  o v e r  anywhere from 
4 t o  20 t imes .  He t h i n k s  t h e  b e n e f i t  t o  Montana i s  s e l f - e x p l a n a t o r y .  

F e d e r a l  l aw s t a t e s  a  s t a t e  must have s p e c i f i c  l e g i s l a t i v e  enactment by t h e  
l e g i s l a t u r e .  As a  m a t t e r  of p o l i c y ,  t h e y  do n o t  g r a n t  f o r e i g n  t r a d e  zones  t o  
s t a t e s  t h a t  do n o t  have s p e c i f i c  l e g i s l a t i o n  because  t h e y  want t o  s e e  what 
requ i rements  t h e  s t a t e  w i l l  pu t  on. 

The d i f f e r e n c e  between f r e e p o r t  and f o r e i g n  t r a d e  zone - a  f r e e p o r t  i n i t i a l l y  
is  j u s t  a  p o r t  of e n t r y  which means t h a t  f o r e i g n  goods can come i n t o  t h e  p o r t  
of B u t t e  b u t  a r e  s t i l l  s u b j e c t  t o  t h e  immediate e n t r y  r u l e ,  5-day r u l e ,  which 
means t h a t  any t ime  f o r e i g n  goods come i n t o  t h e  U.S. t h e y  are s u b j e c t  t o  t h e  
a p p r o p r i a t e  t a r i f f  and d u t i e s .  I n  a  f o r e i g n  t r a d e  zone t h e y  a r e  n o t  s u b j e c t  
t o  t a r i f f  and d u t i e s .  Another advan tage  is t h a t  when f o r e i g n  goods come i n t o  
a  f o r e i g n  t r a d e  zone and a r e  manufactured and p rocessed  w i t h  American goods 
t h i s  a l l o w s  t h e  impor te r  i n  some c a s e s  n o t  t o  have t o  pay t h e  f u l l  amount 
of t a r i f f s  and d u t i e s  t o  t h e  f e d e r a l  government and i n  some c a s e s  t h e y  a r e  
a l t o g e t h e r  waived.  Another means of p r e s e n t i n g  Montana w i t h  a  b e n e f i t t i n g  bus i -  
n e s s .  

Regarding an  i n v e n t o r y  t a x  exemption which i s  i n  t h e  amendment, a l l  s t a t e s  
excep t  Oregon have an  i n v e n t o r y  t a x  exemption. Older  p o r t s  have more b u s i n e s s  
but  s t a t e s  t a x  t h o s e  goods and ~ 7 e  want t o  make o u r  f o r e i g n  t r a d e  zone f r e e ,  
n o t  o n l y  because  i t  i s  new b u t  because  it i s  f a r t h e r  away from t h e  c o a s t  - 
recommends goods be exempt from t a x a t i o n .  

Rosemarie S t r o p e ,  Montana Chamber of Commerce, Helena,  f e e l s  t h i s  i s  a good 
v e h i c l e  f o r  economic o p p o r t u n i t i e s  when an  e n t r e p r e n e u r  wants  t o  make a  f o r e i g n  
goods b u s i n e s s .  We d o n ' t  have t o  u s e  i t  i f  i t ' s  on t h e  books,  b u t  i t  would be  
n i c e  t o  have i t  t h e r e .  

Rep. Marks, D i s t r i c t  #80, t h i n k s  t h a t  i t  would a l l o w  e s t a b l i s h m e n t  of such  zones ,  
a l t h o u g h  i t  might  n o t  happen f o r  awhi le .  It might  keep some of o u r  peop le  
working i n  t h e  s t a t e .  

There  were no opponents.  

Rep. Feda s a i d  h e  would answer q u e s t i o n s .  
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Rep. L i e n  s a i d  h e  saw no i n v e n t o r y  l i s t  - do you s e e  p r o d u c t s  be ing  s t o r e d  
t h e r e  and n o t  paying any t a x ?  M r .  S teven Marks s a i d  cannot  f i n a g l e  around t h e  
d i s t r i b u t o r .  

Rep. Doz ie r  asked i f  t h e  Japanese  bought a  thousand t o n s  of wheat and i t  w a s n ' t  
sh ipped ,  cou ld  t h e y  p u t  i t  t h e r e ?  Steven Marks s a i d  t h i s  i s  o n l y  good f o r  
imported goods. 

Rep. R e i c h e r t  asked how many o t h e r  s t a t e s  b e s i d e s  Oregon have t h e s e  f o r e i g n  
t r a d e  zones? Steven Marks s a i d  around 1 5  s t a t e s .  

Rep. Fabrega asked what o t h e r  k ind of t a x a t i o n  i s  t h e r e  b e s i d e s  i n v e n t o r y ?  
Steven Marks s a i d  he p r e f e r s  no t a x a t i o n  s i n c e  t h a t  would p r o v i d e  an  i n c e n t i v e .  
There  might be  t r a n s p o r t a t i o n  t a x e s .  Rep. Fabrega asked  i f  imported meat cou ld  
be s t o r e d  i n  t h a t  t r a d e  zone? Marks s a i d  could  p o s s i b l y  be done. The r e a s o n  
f o r  b r i n g i n g  goods i n t o  a  t r a d e  zone is t o  s t o r e  and marry w i t h  American goods. 

Rep. Vinger asked i f  i t  cou1.d be  brought  i n  i n  boxes? Rep. Dass inger  s a i d  o n l y  
t h e  government r e l i n q u i s h e s  t a x e s .  I n  s e c t i o n  4 t h e y  a r e  exempt from s t a t e  
t a x a t i o n  - would l o s e  revenue which would n o t  have been p a i d  anywhere. Rep. 
Fabrega e x p l a i n e d  c u r r e n t  law does  n o t  impose any t a x  on f r e e  p o r t  goods. 
Inven tory  i s  a s s e s s e d  t h a t  i s  i n  r e s i d e n c e  on January  1. T h i s  i s  n o t  a new 
concep t .  

Rep. L ien  s a i d  w i t h  assessment  on January  1, p e r s o n s  d e a l i n g  i n  import  goods 
a l l .  over  e a s t e r n  Montana would be  l o a d i n g  i n t o  f r e e  p o r t  zones and a f t e r  J a n .  1, 
would s e l l  i n  d i r e c t  c o m p e t i t i o n  w i t h  American made goods. 

Rep. Fabrega asked i f  comple te ly  f i n i s h e d  p r o d u c t s  cou ld  be  brought  i n .  M r .  
Marks s a i d  y e s  - t h e y  l e a v e  a t  t h e  same r a t e  of t a r i f f ,  t h e  o n l y  advan tage  i s  
ho ld ing  u n t i l  prime t ime  f o r  d e l i v e r y .  

Rep. R e i c h e r t  mentioned t h a t  when t h e  new Grea t  F a l l s  a i r p o r t  was b u i l t ,  
t h e y  plannoed on f r e e  p o r t  b u s i n e s s .  

EXECUTIVE SESSION 

Rep. Dass inger  moved HB 524 DO PASS. H e  t h i n k s  by p a s s l n g  t h i s  b i l l  p r o p e r t y  
cou ld  p r o v i d e  t h e  same amount of revenue t o  l o c a l  e n t i t i e s  and avo id  a c o u r t  

. c a s e  t h e r e b y  s a v i n g  money f o r  t h e  s t a t e .  R a i l r o a d s  could  be  changed w i t h o u t  
g e t t i n g  invo lved  i n  a c o u r t  c a s e .  

Rep. Dozier  s a i d  t h e r e  i s  a  d i s c r e p a n c y  between t h e  r a i l r o a d s  and t h e  t a x a t i o n  
depar tment .  The r a i l r o a d s  s a i d  t h e y  were over taxed  and t h e  DoR s a i d  No. Rep. 
Dass inger  sugges ted  we cou ld  change our  method of t a x a t i o n  and d e r i v e  t h e  same 
amount of revenue  a s  now. 

Rep. S i v e r t s e n  s a i d  h e  was having some problems w i t h  t h i s  b i l l  - c a n ' t  under- 
s t a n d  why want t o  move r a i l r o a d s  i n t o  c l a s s  11. There  a r e  some r e a l  q u e s t i o n s  
h e r e  and i f  r a i l r o a d s  f e e l  s t r o n g l y  enough about  i t ,  l e t  them t e l l  i t  i n  c o u r t .  
I f  we a r e  going t o  r a i s e  t h e  same amount of revenue,  w i l l  have t o  do something.  

Rep. Huennekens s a i d  t h e y  must be  taxed on t h e  s a m e  b a s i s  t h a t  commercial and 
i n d u s t r i a l  p r o p e r t y  must b e  t axed .  I f  we l e a v e  them a t  16%, t h e y  a r e  n o t  being 
t axed  a t  t h e  same v a l u e  and i n  t h e  same manner t h a t  o t h e r  commercial p r o p e r t y  
i s  a t .  T h i s  would b - ; r i g  them somewhere down n e a r  t h e  o t h e r  commercial and 
i n d u s t r i a l  propert .  
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Rep, Vinger  reminded r a i l r o a d s  s a i d  t h e y  a r e  going t o  go t o  c o u r t  whatever  i s  
done. Rep. Dass inger  mentioned t h e  t a x  e x p e r t  from t h e  UP s a i d  i f  t h e  method 
i n  t a x a t i o n  i s  made i n  a  r e a s o n a b l e  way, t h e y  would n o t  go t o  c o u r t ,  I f  it 
w a s n ' t ,  t h e y  would be a b l e  t o  go t o  c o u r t .  I f  s e t  a t  5%, i t  p o s s i b l e  would 
be  p r e t t y  r e a s o n a b l e  and t h e y  would n o t  have a  purpose  i n  going t o  c o u r t .  
Whenever you go t o  c o u r t ,  you never  know what t h e  t o t a l  e f f e c t  of a c o u r t  
d e c i s i o n  would be - t h e y  p o s s i b l y  could  win t h e  c a s e  and l o c k  i n  a  r a t e .  

Rep. Nordtvedt  d o e s n ' t  t h i n k  t h e  b i l l  shou ld  be  passed o u t  of committee.  They 
ought t o  b e  t axed  a s  o t h e r  c o r p o r a t i o n s  a r e  - w i t h  r e f e r e n c e  t o  t h e i r  e a r n i n g s .  
R a i l r o a d s  a r e  do ing  v e r y  p o o r l y ,  he  was t o l d ,  s o  market v a l u e  would p robab ly  
be  a  g r e a t  d e a l  h i g h e r  than  what i s  f i g u r e d  now and t h e n  t axed  a t  16%. He 
would j u s t  a s  soon w a i t  and s e e  i f  they  t a k e  t h i s  t o  c o u r t  because  i f  i t  e v e r  
went t o  market v a l u e  t a x i n g  ra i1roads; they would b e  t h e  l o s e r s .  

Rep. Dozier  s a i d  f e d e r a l  law 94-210 which came o u t  i n  1976 s t a r t e d  t h i s  whole 
t h i n g .  The depar tment  o f  revenue s a y s  i t  is  1980 when i t  comes t o  t a x a t i o n  
t h e y  shou ld  be  t r e a t e d  l i k e  t h e  r e s t  of t h e  u t i l i t i e s ,  bu t  t h e y  h e  s a i d  n o t  t o  
t a x  a c c o r d i n g  t o  o t h e r  u t i l i t i e s .  

Rep. Fabrega t h i n k s  t h e  committee should d e l a y  send ing  t h i s  b i l l  o u t .  I f  ra i l -  
r o a d s  f e e l  t h e y  should be  based on t h e  f e d e r a l  s t a t u t e ,  cou ld  w r i t e  up w i t h  t h e  
r a t e  i n  Class 11 and u s e  market e v a l u a t i o n .  Need t o  look  a t  whether  t h e  DoR 
f e e l s  c o m f o r t a b l e  w i t h  t h i s  i f  we p a s s  i t  t h i s  way. Every c o r p o r a t i o n  which 
f a i l e s  t o  make a  p r o f i t  would have r e c o u r s e .  We a r e  g e t t i n g  i n t o  a  v e r y  dangerous  
a r e a .  The i d e a  of n o t  t a x i n g  n o n p r o f i t  c o r p o r a t i o n s  o r  t h o s e  t h a t  f a i l  t o  make 
a  p r o f i t  can g e t  u s  i n t o  a  v e r y  dangerous  s i t u a t i o n .  Wants s p e c i f i c  q u e s t i o n s  
and a n s w e r s f r o m t h e  depar tment  of revenue b e f o r e  making a  d e c i s i o n .  

Rep. Dass inger  made n s u b s t i t u t e  motion TO TABLE HB 524. Both mot ions  were 
withdrawn. 

Rep, Dozier  commented t h e  DoR gave some i n t e r e s t i n g  f i g u r e s  which h a s  something 
t o  do w i t h  t h e  amount of p r o f i t  - i f  went w i t h  a  replacement  c o s t  BN would have 
h a d ' a  replakement  cost1 d e p r e c i a t e d  t h a t  would have shown a b i g  d i f f e r e n c e .  Rep. 
Nordtvedt  s a i d  t h e  book v a l u e  of BN is  about  $1.4 b i l l i o n  a c c o r d i n g  t o  a  b r o k e r .  
Rep. Fabrega d o e s n ' t  t h i n k  t h e  DoR w i l l  s a y  a n y t h i n g  d i f f e r e n t .  

HOUSE BILL 547 - Rep. H a r r i n g t o n  moved HR 547 DO PASS. Rep. Dass inger  approves  
t h e  b i l l  because  i t  h a s  l o c a l  c o n t r o l .  Rep. Underdal t h i n k s  i t  i s  a p r e t t y  good 
i d e a  because  t h e  d i s t r i c t  where t h e  s c h o o l s  a r e  l o c a t e d  g e t  a  g r e a t e r  b e n e f i t  
o u t  of i t .  

Rep. Nordtvedt  h a s  a language problem - t h i n k s  r e f e r e n c e  t o  l e v e l s  is  i n t e n t  
of t h e  b i l l .  A d i s c u s s i o n  was he ld  and Rep. S o u t h ' s  b i l l  w i l l  t a k e  t h i s  i n t o  
c o n s i d e r a t i o n .  

Rep. Nordtvedt  proposed an  amendment on l i n e s  23-24, page 1, f o l l o w i n g  "provides"  
s t r i k e  " i n c r e a s e s  i n  e x c e s s  of the"  and i n s e r t  " b e n e f i t  l e v e l s  i n  excess" ;  and 
on l i n e  24 change " i n c r e a s e s "  t o  " leve l s" .  Rep. L i e n  s u p p o r t s  t h e  amendment. 
Rep. Dass inger  opposes  t h e  amendment s a y i n g  i t  i s  t i e d  down i n  s e c t i o n  2. Amend- 
ment was adop ted .  Reps. D o z i e r ,  Huennekens, Dass inger  vo ted  No. Reps. Fagg, 
Har r ing ton ,  S i v e r t s e n  and Wil l iams were a b s e n t .  

Motion now is  HB 547 DO PASS AS AMENDED - unanimous1.y adopted by t h o s e  p r e s e n t .  
Same members were a r  * n t .  
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Rep. B e r t e l s e n  asked about  a  s t a t e m e n t  of i n t e n t .  Rep, Wirsch mentioned cou ld  
s tate t h a t  e l e c t o r a t e  i n c l u d e  v o t i n g  f o r  vo-tech.  Discuss ion  o f  b a s e  budge t s  
was had. 

HOUSE BILL 573 - Rep. R e i c h e r t  moved HB 573 DO PASS. Rep. Burne t t  moves pro- 
posed amendments Do P a s s .  Motion was adopted t o  a c c e p t  amendments. Rep, 
Nordtvedt  v o t e d  No. Reps. Fagg, Robbins,  H a r r i n g t o n ,  L ien ,  Wil.liams, S i v e r t s e n  
were obacn t .  

Motion was now HB 573 DO PASS AS AMEhQED. Rep. Dass inger  does  n o t  approve of 
d e d u c t i o n s  f o r  t a x  purposes  be ing  allowed f o r  r e h a b i l i t a t i n g  o l d  s t r u c t u r e s .  

Rep. L i e n  t h i n k s  it i s  a  good b i l l ,  We have a  l o t  of rhistrory i n  t h e  s t a t e  going 
by t h e  waysides .  F e d e r a l  g r a n t  money is  a v a i l a b l e .  

Rep. R e i c h e r t  t h i n k s  r e s t o r e r s  can u s e  a l l  t h e  h e l p  t h e y  can g e t ,  

Rep. Huennekens t h i n k s  t h e  l o s s  o f  revenue w i l l  be  s o  s m a l l  i t  w i l l  be  no 
problem. 

Motion t o  DO PASS AS AMENDED HB 573 was adopted w i t h  Reps, Nordtvedt  and Dass inger  
v o t i n g  No. A l l  o t h e r s p r e s e n t  were i n  f a v o r  of motion.  

Meeting ad journed  a t  11:50 a.m. 

p &&-. 
J o s e p h i n e  a h t i ,  S e c r e t a r y  




