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

Rep. E. N ,  I lnss inger ,  V i c e - c h u i r m o ~ ~  of t h e  Taxatlion Comml t t e e ,  c a l l e d  t h e  
meet ing t o  o r d e r  a t  8 :30 a.m., March 3, 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 were  p r e s e n t  e x c e p t  Reps. I I a r r ing ton  and L ien .  Randy 
McDonald, 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  hea rd  were HB 821,  HB 839,  HB 744. 

Rep. Kenneth Nord tved t ,  J r . ,  D i s t r i c t  #77,  Bozeman, c h i e f  sponsor  e x p l a i n e d  
HB 744  would s e t  p e r c e n t a g e  r a t e s  t o  g e t  t a x  r a t e  from 12% t o  8.55% i n  a  
g e n e r a l  s t a t e w i d e  r e a p p r a i s a l  t o  p r e v e n t  l o c a l  governments from g a i n i n g  a  

l a r g e  w i n d f a l l  revenue - i t  r e a d j u s t s  t h e  p e r c e n t a g e  t o  
HOIJSE BILL compensate f o r  g e n e r a l  r e a p p r a i s e d  v a l u e .  T h i s  a p p l i e s  

t o  r e s i d e n t i a l  p r o p e r t i e s .  The o l d  a p p r a i s a l  was a t  12%; 
744 t h e  new a p p r a i s a l  w i l l  be  t axed  a t  8 .55%.  Makes t h i s  a  

permanent f e a t u r e .  Whenever t h e r e  i s  a  g e n e r a l  s t a t e w i d e  
r e a p p r a i s a l  of  t h i s  c l a s s  o f  p r o p e r t y  i t  w i l l  be  t h e  same a f t e r w a r d s  s o  t h a t  
t h e  m i l l  w i l l  b r i n g  i n  t h e  same v a l u e  a s  b e f o r e .  

Ed Nelson,  Montana Taxpayers  A s s o c i a t i o n ,  Helena,  s u p p o r t s  t h i s  b i l l .  Some 
of t h e  e f f e c t s  of r e a p p r a i s a l  were  t h e  o l d  s t a t e  board  of e q u a l i z a t i o n  was 
succeeded by t h e  depar tment  of revenue.  R e a p p r a i s a l  h a s  been going on s i n c e  
abou t  1957 and r e a p p r a i s a l  v a l u e s  have been go ing  on t h e  books a t  v a r i o u s  t i m e s .  
We a r e  on1.y t a l k i n g  abou t  one c l a s s  of p r o p e r t y  - o t h e r s  o r e  r e a p p r a i s e d  a n n u a l l y .  
Land and l a n d  improvements i s  what we a r e  t a l k i n g  abou t  and t h i s  i s  n o t  reap-  
p r a i s e d  a n n u a l l y  because  i t  i s  t o o  ha rd  t o  do. It js a  l a r g e  p o r t i o n  of  t h e  t a x  
base .  They were  e s s e n t i a l l y  a t t e m p t i n g  t o  r e a c h  80% of  f u l l  and t r u e  v a l u e .  
Market v a l u e  i s  t h e  means of  a p p r a i s i n g  now. What i s  "market val.ue"? The 
R e a l t y  T r a n s f e r  Act was passed  and as a  consequence r e c o r d s  have been k e p t  on 
t h e  s a l e s  on t h i s  k ind o f  p r o p e r t y  and s o  t h e y  have a n o t i o n  of  what market  
v a l u e  is  from s a l e  p r i c e s  r e p o r t e d .  They a r e  n o t  a t  market  v a l u e ,  t h e y  a r e  a t  
55-60% i n  t e r n s  of t h i s  c l a s s  of  p r o p e r t y .  Under t h e  r e a p p r a i s a l  p r o c e s s  which 
is  n o t  completed,  i f  you a t t e m p t  t o  go market  v a l u e ,  you have a  gap t h e r e .  
Can ' t  g e t  i t  on t h e  books u n t i l  a t  l e a s t  one  y e a r  l a t e r .  Try ing  t o  g e t  it t o  
80 t o  80+% of a c t u a l  market  v a l u e  i n  t h i s  c l a s s  of p r o p e r t y .  

When you d e a l  w i t h  t h e  o l d  12% c l a s s i f i c a t i o n ,  you a r r i v e  a t  9.6%. One of t h e  
r e a s o n s  f o r  t h i - s  d i f f e r e n c e  between 9.6% and 12% i s  a  25% jump i n  c o u n t i n g  
a n y t h i n g  you do i n  t e r n s  of  r e a p p r a i s a l .  of  p r o p e r t y .  We a r e  q u i t e  concerned 
abou t  u s i n g  t h e  12%. I f  you d o u b l e  t h e  v a l u e  of p r o p e r t y ,  you d o u b l e  income 
t o  l o c a l  governments and c o s t  t o  p r o p e r t y  owners.  By t h e  t i m e  a l l  t h e  work 
was done 8 .55% would be  s i m p l e r  because  i f  t h e  v a l u e s  went up,  you managed t o  
l o v e r  t h e  m u l t i p l i e r .  

T h e i r  c o n t i n u i n g  concern  w i t h  t h e  c o n t i n u i n g  r e a p p r a i s a l  w i t h  t h a t  v a l u e  b e i n g  
u s e d  f o r  l o c a l  governments - t o  hove t o  d e r i v e  something t h a t  w i l l  p r o t e c t  t h e  
t a x p a y e r  s t a t e w i d e  by f i n d i n g  a  b a s i s  t h a t  w i l l  b e  a  framework f o r  e q u i t y .  
Very s t r o n g l y  s u p p o r t  do ing  something l i k e  t h i s . ,  
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Opponents - 

Dean Z innecker ,  Montana A s s o c i a t i o n  of C o u n t j e s ,  He lena ,  i s  n o t  an  opponent 
t o  t h e  c o n c e p t .  The b i l l  is  assuming t h a t  e v e r y  coun ty  i s  going t o  end up 
w i t h  a  w i n d f a l l  p r o f i t .  T h i s  d e s t r o y s  i n f l a t i o n  e n t i r e l y ,  You keep h e a r i n g  
t h e  f a c t  t h a t  l o c a l  governments a r e  going t o  r e c e i v e  a  w i n d f a l l  because  of 
r e a p p r a i s a l  - t h i s  d o e s n ' t  mean t h e y  a r e  go ing  t o  r a i s e  t a x e s .  They a r e  n o t  
going t o  i n c r e a s e  revenues .  The q u e s t i o n  i s  whether  you want t o  a l l o w  a  s t a t e  
agency t o  s e t  t a x  r a t e s  a s  proposed i n  t h i s  t a x  b i l l .  S e t t i n g  t a x  r a t e s  shou ld  
remain w i t h  t h e  l e g i s l a t u r e .  

Rep. Nord tved t  c l o s e d  s a y i n g  b a s i c a l l y  when t h e r e  i s  a  g e n e r a l  s t a t e w i d e  reap-  
p r a i s a l ,  have t o  npply  t h a t  t o  a l l  t h e  s t a t e .  I n  a  g e n e r a l  r e a p p r a i s a l ,  t h e  
a v e r a g e  t a x  c o l l e c t e d  p e r  m i l l  on a  g iven  body of  p r o p e r t y  would remain 
unchanged. T h i s  does  n o t  wipe o u t  t h e  t a x  growth i n  a d d i t i o n  t o  new p r o p e r t y .  
It s t o p s  t h e  r e a p p r a i s a l  from suddenly  r a i s i n g  t a x e s  and would s t o p  t h o s e  
sudden w i n d f a l l  changes .  Loca l  Governments have t o  d e a l  w i t h  i n f l a t i o n .  There  
a r e  two ways o u t  h e r e  - th rough  t h o s e  m i l l s  t h a t  a r e  n o t  s t a t u t o r y .  You shou ld  
do s o  by changing t h e  m i l l  l e v y .  Taxes on p r o p e r t y  can be  changed by a p p r a i s e d  
v a l u e  - changing a p p r a i s e d  v a l u e  and changing m i l l  l e v y .  P r e t t y  much r e s t r i c t e d  
t o  changing t h e  m i l l  l e v y .  I f  went t o  a  sys tem l i k e  t h i s  e y e r y  two y e a r s  cou ld  
make a  change t o  t h e  m i l l s  a l l o t t e d  t o  v a r i o u s  budge t s  t o  t a k e  i n f l a t i o n  i n t o  
c o n s i d e r a t i o n .  Thinks  i t  would b e  t o o  had i f  r e a l  e s t a t e  v a l u e s  went up 12-16% 
when g e n e r a l  i n f l a t i o n  i s  o n l y  abou t  9%. I f  l o c a l  governments could  have t h e  
b e n e f i t  of i n c r e a s i n g  r e a l  e s t a t e  r a t e s ,  t h e y  could  expand budge t s .  Under t h e  
p r e s e n t  l aw t h e  s t a t e  i s  on a  5-year c y c l e  f o r  r e a p p r a i s a l .  Have t o  make a n  
ad jus tment  i n  t a x a b l e  p e r c e n t a g e s  s o  t h a t  w i n d f a l l  p r o f i t s  a r e  n o t  a l lowed .  

Rep. Huennekens asked how t h e  c o u n t i e s  p ropose  t o  d e a l  w i t h  i n f l a t i o n ?  By 
f i x i n g  t h e  y i e l d  f o r  t h e  n e x t  two y e a r s ,  w i l l  l o c a l  government be  i n  a  b ind  
f o r  t h e  n e x t  2-3 y e a r s  because  of  no ad jus tment  f o r  i n f l a t i o n ?  M r .  Z innecker  
s a i d  t h e y  w i l l  b e  i n  a  b ind  i n  t h e  road and b r i d g e  budge t s .  Loca l  governments 
have n o t  been a b l e  t o  m a i n t a i n  t h e  base  now. E i t h e r  way you go would b e  a  
s o l u t i o n .  Would r a t h e r  s e e  i n f l a t i o n a r y  f a c t o r  be  b u i l t  i n .  

Rep. Huennekens asked i f  c i t i e s  t h a t  u s e  t h e  a l l - p u r p o s e  65 m i l l  p r o c e s s  
wouldn ' t  have a  problem u n t i l  t h e  l e g i s l a t u r e  mee t s  a g a i n .  Rep. Nordtvedt  s a i d  
t h e r e  a r e  s e v e r a l  t h i n g s  t h a t  cou ld  be  done even w i t h  t h i s  k ind of p r o p o s a l .  
There  would be  r e a l  growth i n  t h e  t a x a b l e  growth i n  t h a t  p e r i o d  of  t ime .  The 
a l l - p u r p o s e  m i l l  l e v y  p r o v i d e s  abou t  h a l f  of  a  l o c a l  government ' s  income. Pay- 
ments from o t h e r  governmental. s o u r c e s ,  f e e s ,  l i c e n s e s ,  c l a s s  1.5 p r o p e r t y .  The 
c l a s s  11 p r o p e r t y  we a r e  d i s c u s s i n g  h e r e  i s  o n l y  a  s m a l l  p o r t i o n .  Land p r o p e r t y  
t ax  b a s e  p roduces  o n l y  abou t  h a l f  of t h e  d o l l - a r s .  I n  Great  F a l l s  one  of  t h e  
t h i n g s  t h e y  a r e  t a l k i n g  abou t  i s  c l o s i n g  some of i t s  s c h o o l s .  Problems have 
been go ing  on f o r  about  5-6 y e a r s  a s  t o  where t h e y  w i l l  b e  p roduc ing  less 
s e r v i c e s .  Government shou ld  have t o  b i t e  t h e  b u l l e t .  

Kep. Huennekens asked i f  t h e r e  wouldn ' t  b e  a  more a p p r o p r i a t e  approach  than  an 
i l l c r e a s e  i n  housing v a l u e s  and making a l lowance  f o r  i n f l a t i o n  by knocking o u t  
t h e  overal .1 growth i n  i n f l a t i o n .  Rep. Nordtvedt  s a i d  t h e r e  was a  10% i n f l a t i o n  
f a c t o r  i n  1970.  

Rep. B e r t e l s e n  asked r a t h e r  t h a n  t h e  s t a t e  b e i n g  a l lowed  t o  r a i s e  p e r m i s s i v e  
m i l l  l e v i e s ,  wouldn ' t  i t  be  s i m p l e r  t o  g i v e  t h e  commissioners t h e  o p p o r t u n i t y  
t o  r e d u c e  m i l l  l e v i e s  by waiving c e i l i n g s  now on a l l  t h e s e  f a c t o r s  i f  we d o n ' t  
a l l o w  any i n f l a t i o n ;  fo rmulas ,  M r .  Z innecker  a g r e e s  e n t i r e l y ,  
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Rep. Wi l l i ams  - a long  t h e  same l i n e s  - seems t o  b e  p u t t i n g  i t  i n  r e v e r s e  a c t i o n .  
S t a t e  shou ld  e s t a b l i s h  b a s i c  l e g a l  s t a n d a r d s  and what s t a n d a r d s  would b e  s e t  a t  
and what p e r c e n t a g e  would b e  s e t  and l e t  t h e  commissioners and s c h o o l  d i s t r i c t s  
work w i t h  m i l l  l e v i e s .  Rep. N o r d t v e d t - V a l u a t i o n s  of  Montana c o u n t i e s  g e t  a n  
i n d i c a t i o n  of t h i s .  Two y e a r s  ago b e f o r e  reappra i sa l .  v a l u e s  were  p u t  on,  t h e r e  
was a  $ l % i l l i o n  d o l l a r  e v a l u a t i o n ,  today i t  i s  $1.391 b i l l i o n .  V a l u a t i o n  grew 
from $1.391 b i l l i o n  t o  $1.466 b i l l i o n  d u r i n g  one-year p e r i o d .  M i l l  l e v i e s  have 
n o t  gone down when v a l u a t i o n s  went up. F o r t y  m i l l s  on t h e  t a x a b l e  v a l u e  of  a l l  
p r o p e r t y  i s  mandatory 1-eve1 For p u b l i c  schoo1.s. I f  you d o u b l e  t h e  area of  t h a t  
c o l l e c t i o n ,  you a r e  doub l ing  t h e  c o l l e c t i o n .  Do you want t o  p u t  t h e  burden of 
p u b l i c  s c h o o l s  on t h e  l o c a l  p r o p e r t y ?  Rep. Wi l l i ams  s a i d  t h e  l e g i s l a t u r e  cou ld  
change t h a t  40 m i l l  l e v y .  Rep. Nordtvedt  s a i d  you have t h a t  o p t i o n  i f  you want 
t o  r u n  t h a t  40 m i l l s  down. Should have a  maximum t h e y  c a n ' t  go by. Because of  
s e v e r a n c e  t a x e s ,  t h e r e  i s  a g r e a t  i n c r e a s e .  40 m i l l s  f u l l y  funds  e v e r y t h i n g  
Rosebud needs  because  of  s e v e r a n c e  t a x e s .  Whatever formula  o r  framework you 
p i c k ,  t h e  same kind of p r o t e c t i o n  is  b u i l t  i n  a s  i n  70. 

Rep. Wi l l i ams  s a i d  t h e r e  a r e  two t h i n g s  concerned w i t h  i n f l a t i o n ,  C o u n t i e s  where 
t h e  v a l u e s  go down - i f  f l e x i b i l i t y  is  a t  t h e  l o c a l  l e v e l  i t  is more r e a s o n a b l e .  
Rep. Nordtvedt  s a i d  where you have - reduced v a l u e s ,  need t o  r e c o g n i z e  t h e  
problem of  i n f l a t i o n ,  b u t  wouldn ' t  t h i n k  t h e  government should  g e t  any advan tage  
because  of  i n f l a t i o n  a s  does  anyone e l s e .  

Kep. R e i c h e r t  asked i f  a  t a x  agency should  s e t  t a x  r a t e s .  R i l l  Groff  s a i d  i f  
d e f i n e d  a s  a  s p e c i f i c  recommendation, would have no object i .on  - o t h e r w i s e  
wouldn ' t  l i k e  i t .  Rep. R e i c h e r t  asked i f  50% of t h e  money r a i s e d  i n  communities 
i s  r a i s e d  i n  p r o p e r t y  t a x e s .  Rep. Nordtvedt  e x p l a i n e d  t h e  DoR s t a t i s t i c a l  d e p a r t -  
ment h a s  i s s u e d  a r e p o r t  showing t h e  amount of fund ing  t h a t  i s  a v a i l a b l e  t o  
c i t i e s  and towns and c o u n t i e s  o t h e r  than  r e a l  e s t a t e .  About 55% of a l l  expendi-  
t u r e s  were  r e l a t e d  t o  s c h o o l s  and county  governments.  You can g e t  a  r e a l  good 
look a t  f i g u r e s  they  have compi led.  

R e p .  Fabrega s a i d  even w i t h  a  10% growth,  i n  o r d e r  t o  b a l a n c e  o u t  t h o s e  a r e a s  
where v a l u e s  went down, t h e y  p u t  i n  f o r  budge t s  of 1.05% of p r e v i o u s  y e a r ' s  
budget  and a c t u a l l y  t h e y  had t o  exceed s t a t u t o r y  m i l l  l e v i e s  i f  t h e y  were  t h e r e .  
Allowing e i t h e r  a  5  o r  7% o r  a  p e r c e n t a g e  t h a t  cou ld  b e  plugged i n  t o  a l l o w  f o r  
i n f l a t i o n  must b e  c o n s i d e r e d .  M r .  Nelson a d v i s e d  t h e r e  was a  formula  p u t  i n  
t h a t  p e r m i t t e d  them t o  go i n  t o  105% whether  o r  n o t  t h e y  had a n  impact .  We 
d o n ' t  know when you a r e  go ing  t o  h i t  t h a t  impact .  When i s  t h e r e  go ing  t o  b e  
a n o t h e r  jump i n  t e rms  of r e a p p r a i s i n g  v a l u e s ?  Maybe t h e  l e g i s l a t u r e  wan t s  t o  
make t h a t  a  f i x e d  t ime .  I m p l i c a t i o n s  of  l aw a r e  t h a t  you w i l l  go t o  r e a p p r a i s a l .  

Rep. Doz ie r  s a i d  we a r e  t a l k i n g  abou t  p e r c e n t a g e s  - have t o  g e t  down t o  f l a t  
d o l l a r s  t o  t e l l  l o c a l  peop le .  M r .  Nelson s a i d  we a r e  d e a l i n g  s p e c i f i c a l l y  w i t h  
t h e  f a c t  i n  t e rms  of v a l u a t i o n  growth (hav ing  t h a t  a l l  t h e  t ime)  i s  t h a t  a r e a  
t h a t  i s  c a u s i n g  problems. We a r e  n o t  u s i n g  normal growth.  You a r e  a l s o  go ing  
t o  p i c k  up i n f l a t e d  s e r v i c e s ,  t o o .  Rep. Nordtvedt  s a y s  we a r e  l e t t i n g  t h e  d e p a r t -  
ment of  r evenue  s e t  t h e  r a t e s .  The new s e c t i o n  s e t s  i.t o u t  how r a t e s  a r e  
de te rmined .  There  is  no d i s c r e t i o n  g i v e n  t o  t h e  depar tment  of  r evenue  t o  d e t e r -  
mine t a x  r a t e s .  Page 8 ,  l i n e  4 s e t s  f o r t h  r e q u i r e m e n t s  f o r  p e r i o d i c  v a l - u a t i o n  
o f  t a x a b l e  p r o p e r t y  a t  l e a s t  e v e r y  f i v e  y e a r s .  

Kep. Huennekens asked i f  i t  would b e  p o s s i b l e  t o  u s e  t h e  revenue  o v e r s i g h t  
committee i n  an  a d v i s o r y  c a p a c i t y  a r r i v i n g  a t  i n f l a t i o n  v a l u e s .  A d j u s t i n g  f o r  
f u t u r e  y e a r s .  M r .  Nelson s a i d  i f  you want t o  p i c k  a  s p e c i f i c  d e v i s e  t o  sup- 
p o r t ,  he  t h i n k s  t h e  major  t h i n g  i s  how do you p r o t e c t  t h i s  whole game - how 
do you a s s u r e  th :  *- t a x p a y e r  i s n ' t  go ing  t o  g e t  h u r t .  How i s  government 
going t o  rpt d . L g - ) 1 1 & -  C a n ' t  tell. when t h e  u s e  of  t h e  r e a p p r a i s e d  v a l u e s  w i l l  
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go i n t o  e f f e c t .  Mr. Mantz Hutchinson,  DoK, s a i d  t h e y  go i n t o  e f f e c t  i n  1983. 

Rep. Huennekens took over  a s  chairman. 

Rep. Huennekens s a i d  t h e  sponsor ,  Ann Mary D u s s a u l t ,  asked t o  have HI3 839 
t a b l e d .  

Rep. Kathleen McBride, D i s t r i c t  #85,  B u t t e ,  c h i e f  sponsor  of HB 821, e x p l a i n e d  
t h i s  b i l l  c r e a t e s  a  p r o p e r t y  t a x  which would put  new b u s i n e s s  p r o p e r t y  a t  a  
t a x a b l e  v a l u e  of 2.8% when l o c a t e d  i n  an  economical ly  depressed  a r e a .  T h i s  i s  

s i m i l a r  t o  new i n d u s t r y  coming i n t o  t h e  s t a t e .  She passed  
HOUSE BILL o u t  some amendments. Amendment //3 6 p e c i f i c a l l y  a d d r e s s e s  a  

b u s i n e s s  e n t i t y  coming i n t o  an economica1l.y depressed  a r e a  
821  which i s  d e f i n e d  a s  an a r e a  having an  8% unemployment r a t e  

f o r  3 y e a r s .  T h i s  may need n l i t t l e  work on i t .  T h i s  i s  t o  
c r e a t e  an  a d d i t i o n a l  p o s i t i v e  f a c t o r  f o r  a  new b u s i n e s s .  The f i s c a l  n o t e  i s  
u n r e a l i s t i c  - i t  i s  i m p o s s i b l e  t o  de te rmine .  

John Lopach, D i r e c t o r  of t h e  O f f i c e  of Commerce and Small  Business  Development, 
exp la ined  t h e  Montana Development P l a n  i d e n t i f i e s  1 3  c o u n t i e s  i n  t h e  s t a t e .  
Unemployment h i g h e r  than t h e  1977 r a t e  i s  t h e  c r i t e r i a  used - out-migrat ion i s  
used - h a s  employment growth d u r i n g  1977 been s lower  than t h e  s t a t e  r a t e  - h a s  
unemployment compensation been h i g h e r  t h a n  t h e  1977 average  - i s  i t  above t h e  
1976 l e v e l ?  The 1 3  c o u n t i e s  used were Big Horn, C a r t e r ,  Cascade,  Deer Lodge, 
G l a c i e r ,  G r a n i t e ,  L i n c o l n ,  Minera l ,  M u s s e l l s h e l l ,  P a r k ,  Powel l ,  L i b e r t y  and 
S i l v e r  Bow. They i d e n t i f y  j o b  c a p a c i t y  between t h e  p r e s e n t  and 1990 and s e e  
t h a t  26 c o u n t i e s  w i l l  have t o  c r e a t e  s u b s t a n t i a l  number of j o b s  more t h a n  what 
t h e  depar tment  b e l i e v e s  w i l l  be a v a i l a b l e .  The c o u n t i e s  w i l l  have t o  c r e a t e  
22,500 j o b s  - b i g  j o b  i n  j o b  c r e a t i o n .  There  a r e  12 ,000  j o b s  i n  t h e  s t a t e  t h a t  
r e l a t e  b a s i c a l l y  t o  e x p o r t i n g  s e c t o r s  t h a t  seem t o  be  i n  jeopardy.  Jeopardy  i s  
c r e a t e d  by n a t u r a l  r e s o u r c e  occupa t ion  be ing  reduced because  of d e p r e s s i o n  o r  
d i f f i c u l t y  i n  meet ing env i ronmenta l  f a c t o r s .  The p o s i t i o n  t h e i r  o f f i c e  t a k e s  i s  
t h a t b u s i n e s s i n  pr imary o r  secondary s e c t o r s  c r e a t e s  j o b s  and i n c r e a s e s  a c t i v i t y  
f o r  e s t a b l i s h e d  b u s i n e s s .  Because of t h e  need f o r  j o b s  i n  t h e  s t a t e ,  most any 
b u s i n e s s e s  a r e  welcome. A t a x  i n c e n t i v e  f o r  new b u s i n e s s  he  b e l i e v e s  w i l l  h e l p  
r e s i d e  b u s i n e s s  i n t o  t h e  d i s t r e s s e d  c o u n t i e s .  It i s  v e r y  d i f f i c u l t  t o  d e c i d e .  

Anything a d d i t i o n a l  t h a t  government can do t o  s a y  t h a t  you a r e  welcome h e r e  is 
what t h e y  a r e  t r y i n g  t o  do. The new d e f i n i t i o n  sponsor  has  g iven  t o  new bus i -  
n e s s  and amendments s h e  h a s  proposed make i t  e a s i e r  t o  a c c e p t  c o u n t i e s  t h a t  
have s u b s t a n t i a l l y  h i g h  unemployment r a t e s .  Should t a k e  s t e p s  t o  t r y  t o  d i m i n i s h  
t h i s  t y p e  of d e t e r i o r a t i o n .  Should g i v e  up an advan tage  now i n  o r d e r  t o  g e t  a 
g r e a t e r  advan tage  l a t e r .  Another s t e p  t h a t  should  be  looked a t  i s  g r e a t e r  
a v a i l a b i l i t y  of i n i t i a l  c a p i t a l .  

.- 
Frank Manley works f o r  Montana Energy Regional  Development a s  an  economist ,  
b u t  was speak ing  a s  a  p r i v a t e  c i t i z e n .  T h i s  i s  n o t  r e a l l y  a  new i d e a  i n  t h e  
s e n s e  t h a t  i t  i s  a l r e a d y  a  law i n  t h e  s t a t e  t h a t  s e t s  t h e  p r o p e r t y  t a x  on 
b u s i n e s s  moving i n t o  t h e  s t a t e  a t  2.8% - would s imply e s t a b l i s h  2.8% i s  f o r  
any new b u s i n e s s  i n  an economical ly  d i s t r e s s e d  a r e a .  Nothing shou ld  be  done 
t o  a f f e c t  t h e  u n i v e r s i t y  system. Would have s m a l l  impact a t  f i r s t  and i n  t h e  
long run  might t u r n  o u t  f o r  t h e  b e t t e r .  Are t a l k i n g  about  brand new b u s i n e s s e s  
which a r e  n o t  c u r r e n t l y  paying t a x e s .  Money t h a t  might be coming i n  which i n  
t h e  long  run  might s i g n i f i c a n t l y  be much l a r g e r  because  of an  i n c r e a s e d  t a x  
base .  There  would be an  i n c r r - s e  i n  revenue  from p e r s o n a l  income t a x .  
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E i g h t y  t o  n i n e t y  p e r c e n t  of a l l  new b u s i n e s s e s  t h a t  s t a r t  f a i l  i n  t h e  f i r s t  
5 y c n r s .  It boi1.s down t o  money, By r e l i . e v i n g  some of t h e  t a x  burden ,  can 
work t o  i n c r e a s e  s u c c e s s ,  W i l l  i n c r e a s e  o p p o r t u n i t y  f o r  employment, 

D a r r e l l  Lee ,  B u t t e  L o c a l  Development C o r p o r a t i o n ,  B u t t e ,  a s  a n  employee of the 
development c o r p o r a t i o n ,  s a y s  t h i s  i s  an impor tan t  new t o o l  i n  g e t t i n g  b u s i -  
n e s s e s  go ing  and o f f  t h e  ground,  M o r t a l i t y  r a t e  f o r  t h e  f i r s t  3 y e a r s  i-s s o  
h j g h  i t  i s  s c a r y .  T h i s  k ind of a t o o l  f s  needed.  He a g r e e s  w i t h  t h e  f i r s t  
s t a t e m e n t s .  

J a r l e l l e  F a l l a n ,  Montana Chamber of  Commerce, Helena,  a lways  l i k e  t a x  i n c e n t i v e s  
f o r  new b u s i n e s s .  She sugges ted  t h e  committee might  wish  t o  expand t h e  
dcf i n i t i o n  of economical ly  d e p r e s s e d  a r e a  c r i t e r i a  r a t h e r  than  j u s t  l i m i t i n g  
i t  t o  j u s t  t h e  unemployment r a t e .  

R e p .  R e i c h e r t ,  D i s t r i c t  1\37, s a i d  Cascade County i s  f a c i n g  a lmos t  insurmountab le  
problems and cou ld  u s e  some t a x  i n c e n t i v e s ,  She t h i n k s  t h e  c r i t e r i a  cou ld  b e  
expanded t o  i n c l u d e  a r e a s  D r .  Lopach ment ioned,  

There  were  no opponents .  

Rep. McBride s a i d  t h i s  proposed l e g i s l a t i o n  is  n o t  r e s t r i c t e d  t o  B u t t e .  She 
would b e  g l a d  t o  submit  s u g g e s t i o n s  t o  t h e  committee.  

Rep, Fabrega s a i d  under  new b u s i n e s s  would have t o  a c q u i r e  p r o p e r t y ,  and t h o s e  
going i n t o  b u s i n e s s  r e n t  p r o p e r t y ,  Rep. McBride f e e l s  t h i s  would be encourag ing  
a  s m a l l  b u s i n e s s  t o  l e a s e  a  b u i l d i n g  t h e r e  a l r e a d y .  Rep. Pabrega s a i d  new bus i -  
n e s s  would d rop  i n t o  a  r e n t a l  - would r e d u c e  t a x e s  on i t  by 70% and i f  l e a s e d  
by 61%. 

Kep, ld i l l i ams  s a i d  no p r o v i s i o n  f o r  new i n d u s t r y  coming i-n whereby e x i s t i n g  
b u s l n c s s e s  would be  p r o t e c t e d .  Rep. McBride won ' t  d i s a g r e e  - i f  t h e  committee 
deems i t  n e c e s s a r y ,  might  i n c l u d e  something t o  p r o t e c t  e x i s t i n g  b u s i n e s s .  

Rep. Dnss inger  aslced i f  i t  would be  f a i r  t o  r educe  t h e  t a x  b a s e  t o  a  p l a c e  
where w e l f a r e  m i g r a n t s  a r e  going? M r .  Lee s a i d  t h e y  never  have had any r e a l  
proof t h a t  t h i s  o c c u r r e d .  A deve lop ing  new b u s i n e s s  would s e e  t h i s ,  

D r .  Lopach s a i d  t h i s  p a r t i c u l a r  problem o c c u r s  o f t e n  i n  t h e  w e s t e r n  Montana and 
p a r t i c u l a r l y  i n  some of t h e  more nor thwes t  c o u n t i e s .  I t ' s  i n m i g r a t i o n  from 
p e r s o n s  coming i n  from o u t - o f - s t a t e .  F l u c t u a t i o n s  a r e  caused by t imber  i n d u s t r y .  
I f  i t  cou ld  go i n t o  t h e  b i l l ,  c o u n t i e s  wouldn ' t  meet t h e  c r i t e r i a  n e c e s s a r y .  

Rep. Underdal  asked why n o t  p u t  i t  i n  t h e  same c l a s s ?  Rep. McBride d i d n ' t  know. 
Rep. Underdal  s a i d  t h e r e  a r e  a  number o f  o t h e r  t h i n g s  communities cou ld  do. 

M r .  Lee s a i d  an  i n d i l s t r i a l  p a r k  might  b e  developed.  

D r .  Lopach s a i d  t h e r e  a r e  f i v e  c r i t e r i a  t o  c o n s i d e r .  H i s  o f f i c e  would b e  g l a d  
t o  work c l o s e l y  on t h i s .  
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EXECUTIVE SESSION 

!IOUSE RILL 297 - Rep. B u r n e t t  moved I-IB 297 DO P A S S .  Rep, Dass inger  opposes  motion 
because  i t  i s  c i rcumvent ing  a  p o r t i o n  of t h e  law. Might change t a x e s  - t h i n k s  
r e d u c t i o n  of r a t e  i f  r e v a l u a t i o n  were t o  t a k e  p l a c e  and i t  was l e s s ,  r evenues  
would n o t  be  s u f f i c i e n t .  

Rep. Fabrega p r e f e r s  i t  t o  be va lued  a s  a g r i c u l t u r a l  l a n d ,  Rep. Huennekens 
s a i d  we a r e  e i t h e r  going t o  go w i t h  g o l f  c o u r s e s  o r  r e c r e a t i o n a l  f a c i l i t i e s ,  o r  
j u s t  on l a n d .  

Rep. Wil l iams t h i n k s  t h i s  i s  going i n  r e v e r s e  - coming o u t  and g i v i n g  a n o t h e r  
c l u b  a  s p e c i a l  t a x  b reak .  S k i  a r e a s  d o n ' t  pay t a x e s  - t h e y  a r e  on a  r e n t a l  
b a s i s  and many a r e  on p u b l i c  l a n d ,  W i l l  t r a n s f e r  t a x  load  from t h i s  p r o p e r t y  
t o  a n o t h e r .  Bad p i e c e  of l e g i s l a t i o n .  

Rep. Burne t t  s a i d  t h i s  i s n ' t  a  p r o f i t  making o r g a n i z a t i o n .  I f  t h e y  were going 
t o  make a  p r o f i t  t h e y  could  pay t a x e s  - t h i s  i s  s t r i c t l y  r e c r e a t i o n a l ,  Rep. 
Huennekens remarkedsome a r e  p r o f i t  making o r g a n i z a t i o n s ,  

Rep. Fagg t h i n k s  t h e  b i l l  should  b e  k i l l e d  - would s a v e  $20 p e r  member. 

Rep. Dozier  s a i d  i f  t h e y  want a  t a x  r e d u c t i o n ,  make i t  open t o  t h e  p u b l i c .  

Rep. Huennekens s a i d  equipment and machinery i s  covered i n  t h i s  b i l l .  Rep. 
Wil l iams f e e l s  when t h e r e  a r e  h igh  membership f e e s  and a  pe rson  c a n ' t  a f f o r d  
t o  pay t h e  t a x ,  h e  s h o u l d n ' t  be long ,  

Rep. Dass inger  s a i d  c o u r s e s  might n o t  be making any money - h i s  home is n o t  
makjng any money e i t h e r .  Rep. Fabrega s a i d  i f  a  person can a f f o r d  t o  pay t h e  
membership f e e  t h a t  would e l i m i n a t e  t h o s e  who c a n ' t .  Rep. Vinger s a i d  i f  t h e  
c o u r s e  e l e c t e d  t o  g e t  money from t h e  s t a t e  and went t o  withdraw r e c r e a t i o n  money, 
i t  has  t o  be open t o  t h e  p u b l i c ,  Memberships i n  s m a l l  communities a r e  n o t  h igh .  

Motion t h a t  HB 297 DO PASS f a i l e d  by a  r o l l  c a l l .  v o t e  of 7-10. Reps. Robbins 
and Harri-ngton were a b s e n t .  

HOUSE BILL 461 - Rep. B u r n e t t  moved t o  amend on page 1 0 ,  1-ine 5 s t r i k e  "Lewis 
and Clark" and i n s e r t  " d e f e n d a n t ' s  r es idence" .  F a i l e d  by a  r o l l  c a l l  v o t e  of 
6-10. Reps. Robbins, S i v e r t s e n  and Har r ing ton  were a b s e n t .  Rep. Wil l iams f e e l s  
t h e  man who h a s  t h e  problem i s  be ing  ques t ioned  f o r  something he h a s  done and h e  
should come t o  Helena. He opposes t h e  amendment. 

Kep, B e r t e l s e n  s a i d  i f  t h e r e  i s  an e r r o r ,  you have a  chance t o  d i s c u s s  t h e  e r r o r .  
Are p u t t i n g  a tremendous burden on t h e  s t a t e  i n  f i g h t i n g  a  c a s e .  T h i s  move i s  a 
d e f i n i t e  a t t e m p t  t o  b r e a k  t h e  s t a t e  income t a x  sys tem - i t  i s  something t h a t  is  
being promoted a c r o s s  t h e  U.S.  and each t ime  we add an a d d i t i o n a l  c o s t ,  we a r e  
adding t o  t h e  expense of t h e  l o s s .  

Rep. Dozier  s a i d  t h i s  i s  assuming g u i l t  of  t h e  man b e f o r e  br ingi-ng him up. He 
t h i n k s  i t  i s  wrong t o  f o r c e  somebody t o  defend h imse l f  t o  be proved r i g h t .  

Kep. L ien  s a i d  t h i s  is  a  l o n g  e l a b o r a t e  p rocedure .  Rep. B u r n e t t  proposed an 
amendment t h a t  wouid s a y  i f  t h e  s t a t e  l o s e s  t h e  c a s e ,  i t  w i l l  b e a r  t h e  burden 
of t h e  d e f e n d a n t ' s  c o s t s  - a t t o r n e y s '  f e e s ,  mi leage  and a l l  r e a s o n a b l e  expenses .  
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liep. Dass inger  s a i d  t h i s  i s  something t h a t  i s  a l r e a d y  e s t a b l i s h e d  f o r  t h i s  
type  of c o s t s  a l lowance.  

R e p .  Huennekens s a i d  Randy llcDonald w i l l  r e s e a r c h  and r e p o r t .  Q u e s t i o n  of 
expenses  of a c o u r t  a c t i o n  a r o s e .  Re.p. Will.iams s a i d  c o n s i d e r a b l e  r e s e a r c h  
dn any c o n s t i t u t i o n a l  problem h a s  geen done.  Money can o n l y  come o u t  of  t h e  
d c p a r t m e n t t s  budget f o r  r e g u l a r  c o s t s  anyway. 

HOUSE BILL 839 - Rep. Fagg moved HE 839 DO NOT PASS. Reps. Robbins ,  Harr i .ngton,  
Nordtvedt  were  a b s e n t .  Other  members unanimously approved.  

HOUSE BILL 524 - Rep. Dass inger  moved HB 524 DO PASS. R a i l r o a d s  cou ld  b e  - 
e v a l u a t e d  and p u t  i n  a d i f f e r e n t  c l a s s .  

Rep. Fabrega  s a i d  l e t  them go t o  c o u r t .  Thinks t h a t  by p a s s i n g  t h e  b i l l ,  s i n c e  
d l 1  o t h e r  p r o p e r t y  i n  t h a t  c l a s s  u s e s  t h e  replacement  c o s t  d e p r e c i a t e d ,  cou ld  
end up w i t h  t h e  same t a x .  Rep. Johnson reminded r a i l r o a d s  s a i d  t h e y  a r e  going 
t o  c o u r t  e i t h e r  way. Rep. Dass inger  s a i d  i t  would n o t  change f o r  e v a l u a t i o n  of 
r a i l r o a d s  - l o t  of l a t i t u d e  i n  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 ,  Thinks  t h a t  t h e  
l o s s  of t a x e s  cou ld  b e  c i rcumvented by changing t h e  method of  v a l u a t i o n ,  

Rep. Verner  B e r t e l s e n  s a i d  h e  wondered i f  t h e  s t a t e  wins  t h e  c a s e ,  w i l l  we come 
o u t  n e x t  s e s s i o n  and exempt them from t h e  t a x .  Rep. Fabrega s a i d  by n o t  p a s s i n g  
i t  we a r e  d e f i n i t e l y  go ing  t o  c o u r t  because  t h e y  a r e  b e i n g  t axed  d i f f e r e n t l y  
from f e d e r a l  r e g u l a t i o n .  I f  t h e  s t a t e  l o s e s ,  then  any a t t e m p t  t o  come up w i t h  
t h e  same t a x a t i o n  i s  go ing  t o  b e  v e r y  d i f f i c u l t .  

Kep. Huennekens s a i d  t h e  c o u r t  may mere ly  e s t a b l i s h  a c r i t e r i a  t h a t  t h e  s t a t e  
w i l l  have a s  a g u i d e l i n e .  16% on $33 mil . l ion o r  on t a x  rep lacement  which 
would be  8.55% on $108 m i l l i o n ,  makes a l o t  more t a x e s .  

K e p .  Dass inger  s a i d  t h e  RRR p l a n s  t o  h e l p  t h e  Mil.wau1cce - Montana t a x a t i o n  i s  
about  10% t o o  h i g h  t h e  book s a i d .  

Motion t o  DO PASS f a i l e d  by a r o l l  c a l l  v o t e  of  6-10. It w a s  a g r e e d  by t h e  
committee t o  r e v e r s e  t h e  v o t e  t o  a DO NOT PASS HB 524 recommendation by 10-6. 

HOUSE BILL 6 4 3  - Rep. R e i c h e r t  moved HB 6 4 3  DO PASS. A f t e r  d i s c u s s i o n ,  a sub- 
committee was appo in ted :  Keps. Fabrega ,  R e i c h e r t ,  B e r t e l s e n .  No a c t i o n  t a k e n .  

HOUSE BILL 669 - Rep. Fabrega moved HR 669 DO PASS. He moved proposed amendments 
b e  a d o p t e d ,  Rep. Fagg s a i d  a v a r i a n c e  can be  g r a n t e d  t o  t h e  b u i l d i n g  code.  T h i s  
g i v e s  borad powers. Rep. Huennekens appo in ted  Rep. Fagg a committee of one t o  
r e s e a r c h  t h i s .  He asked i f  a  3-man committee was d e s i r e d ,  b u t  Rep. Fagg d i d n ' t  
t h i n k  i t  n e c e s s a r y .  S t a f f  A t t o r n e y  w i l l  check w i t h  Rep. Fagg. Ac t ion  d e f e r r e d .  

HOUSE BILL 702 - Rep. Fabrega moved HB 702 DO PASS. Rep. L i e n  move proposed 
amendments Do Pass .  No Noes, Reps. Robbins,  H a r r i n g t o n ,  S i v e r t s e n ,  Nord tved t  
were a b s e n t .  Motion f o r  a d o p t i o n  of  HB 702 DO PASS AS AMENDED was adopted 
~ n a n i m o u s l y  w i t h  same R e p r e s e n t a t i v e s  a b s e n t .  

HOUSE JOINT RESOJXTION 33- Rep, Johnson moved HJR 33 DO PASS. Rep. Lien moved 
t o  s t r i k e  t h e  f i r s t  "Whereas" because  of  t h e  " ~ o n t r o l l e d ' ~  wording.  Motion t o  
amend was adop ted  by a l l  members p r e s e n t .  Same f o u r  were  a b s e n t .  Rep. Fabrega 
made a motion t o  amend t h e  t h i r d  Whereas by s t r i k i n g  t h e  word "good" on l i n e  17 .  
Kep. L ien  made a s u l ~ ~ r - i t u t e  motion t o  l e a v e  t h e  t i t l e  i n t a c t  and s t r i k e  a l l  b u t  
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t h e  second and t h i r d  Wllereas paragraphs .  There  were no Noes. Rep, Wil l iams 
moved t o  DO PASS AS AMENDED H J R  3 3 ,  There  were no Noes. Same members a b s e n t .  

HOUSE BILL 297 - Rep. Fabrega would l i k e  t o  r e c o n s i d e r  HB 297 and o f f e r  some 
amendments. Motion was approved w i t h  Reps. Dass inger ,  Wil l iams,  G i l l i g a n ,  Fagg 
v o t i n g  No. Reps. Robbins,  H a r r i n g t o n ,  S i v e r t s e n ,  Nordtvedt were a b s e n t .  

Meeting ad journed  a t  11:30 a.m. 

RkP. IERB WEN~JEKENS, Chairman 

y53 ~i.--t<G ' 

h t i ,  S e c r e t a r y  




