
HOUSE TAXATION COMMITTEE 

The mee t ing  was c a l l e d  t o  o r d e r  i n  Room 434, a t  8:30 a . m . ,  March 1 2 ,  1979, by 
t h e  chairman, R e p r e s e n t a t i v e  Herb Huennekens. A quorum was p r e s e n t  a s  was 
Randy McDonald, s t a f f  a t t o r n e y .  

House B i l l s  429, 496 and 784 were t o  be  heard .  

R e p r e s e n t a t i v e  S i v e r t s e n ,  D i s t r i c t  1, H i l l  County, e x p l a i n e d  HB 429 of which 
h e  i s  sponsor .  He s t a t e d  t h a t  t h e  q u e s t i o n  of f o r e i g n  ownership o f  a g r i c u l t u r a l  

l a n d  h a s  been a d d r e s s e d  b e f o r e .  However, t h i s  l e g i s l a t i o n  
HOUSE BILL h a s  sought  t o  p r o h i b i t  such ownership.  He s t a t e d  t h a t  on a n  

average ,  f o r e i g n  ownership i s  about  .3%,  and v a r i e s  from 
42 9  s tate t o  s t a t e .  HB 429 would r e q u i r e  t h a t  f o r e i g n  p e r s o n s ,  

b u s i n e s s e s  and c o r p o r a t i o n s  r e p o r t  ownership w i t h  t h e  Depart-  
ment of A g r i c u l t u r e  and d i s a l l o w  i n d i v i d u a l  income t a x  and c o r p o r a t i o n  t a x  de- 
d u c t i o n s  f o r  expenses  of producing a g r i c u l t u r a l  p r o d u c t s .  T h i s  l e g i s l a t f o n  is  
a n  e f f o r t  t o  d i s c o u r a g e  obmership by t h o s e  p e r s o n s  s e e k i n g  t o  u s e  i t  a s  a t a x  
w r i t e - o f f .  

Rep. S i v e r t s e n  proposed add ing  a new s e c t i o n  t o  d e f i n e  t h e  terms of t h e  b i l l .  
He a l s o  p r e s e n t e d  s e v e r a l  amendments, as a r e  l i s t e d  on t h e  a t t a c h e d  addendum. 
B a s i c a l l y ,  h e  i s  changing t h e  q u a l i f y i n g  i n d i v i d u a l s  average  income from t h e  
p r o p e r t y  from $1 m i l l i o n  t o  $500,000 d u r i n g  t h e  p r e c e d i n g  t h r e e  y e a r s .  T h i s  i s  
t o  t a k e  c a r e  o f  i n d i v i d u a l s  who a r e  n o t  f a r m e r s ,  and r e c e i v e  l e s s  t h a n  3% of 
t h e i r  income from t h e  l a n d .  T h i s  concluded Rep. ~ i v e r t s e n ' s  remarks.  He r e -  
s e r v e d  t h e  r i g h t  t o  c l o s e .  

Rep. Underdal  p r e s e n t e d  some f a c t s  r e l a t e d  t o  t h e  f o r e i g n  ownership o f  Montana 
farm l a n d  ( s e e  a t t a c h e d  s h e e t ) .  He concluded t h a t  we do have a  problem i n  t h i s  
a r e a  and concur red  w i t h  Rep. S i v e r t s e n ' s  b i l l .  He urged a  do p a s s  recommendation 
by t h e  committee.  

Mons Teigen,  Montana Stockgrowers  and Woolgrowers A s s o c i a t i o n ,  spoke i n  s u p p o r t  
of HB 429 a s  a r e a s o n a b l e  approach t o  a problem t h e  p e o p l e  of Montana a r e  demand- 
i n g  l e g i s l a t i o n  f o r .  

Sharon P e t e r s o n ,  Women i n  Farm Economics and t h e  Farm Bureau, spoke i n  s u p p o r t  
o f  HB 429 a s  a r e a s o n a b l e  approach.  She urged a  do p a s s  recommendation by t h e  
committee . 
A l i c e  F r y s l i e ,  Montana C a t t l e m a n ' s  A s s o c i a t i o n ,  s t a t e d  t h a t  a l t h o u g h  t h e  a s s o c i -  
a t i o n  h a s  n o t  suppor ted  more d r a s t i c  measures p r e v i o u s l y  i n t r o d u c e d ,  t h e y  do 
s u p p o r t  t h i s  l e g i s l a t i o n  as a  means t o  g i v e  u s  t h e  d a t a  t o  t a k e  more s t r i n g e n t  
a c t i o n  i f  n e c e s s a r y  and p r o v i d e  revenue  t o  o f f s e t  t h e  c o s t  of do ing  t h i s  i n -  
f o r m a t i o n  g a t h e r i n g .  

Ann Page,  Montana Farmers Union, spoke i n  s u p p o r t  of HB 429 as a  s t e p  i n  reduc- 
i n g  u n f a i r  advan tages  a v a i l a b l e  t o  h i g h  income i n v e s t o r s .  She s t a t e d  t h a t  even 
t h e  most e f f i c i e n t l y  owned and o p e r a t e d  farms cannot  compete w i t h  t a x  s h e l t e r e d  
c o r p o r a t i o n s .  There  i s  a  growing t r e n d  i n  a b s e n t e e  ownership and s h e  urged a 
do p a s s  recommendation. 
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There were no opponents.  

J i m  Mockler, Montana Coal Council ,  proposed an amendment, new s e c t i o n  7 ,  l i n e  5 ,  
fo l lowing  "proper ty ,"  i n s e r t :  "however nothing i n  t h i s  a c t  s h a l l  apply t o  any 
l ands  held f o r  t h e  purpose of minera l  exp lo ra t i on  o r  p roduct ion  o r  i n c i d e n t a l  
t h e r e t o .  " 

M r .  Mockler asked t h a t  t h e  committee cons ider  t h a t  S h e l l  O i l  Company, w i t h  60% 
owned by v a r i o u s  i n t e r e s t s  o u t s i d e  of Montana, i s  one of t h e  primary taxpayers  
i n  t h e  s t a t e .  Th i s  amendment would t a k e  c a r e  of any problems t h e  mining com- 
pan ie s  would have wi th  HB 429. 

Rep. S i v e r t s e n  c losed  say ing  r e c e n t  p o l l s  show Montana people  a r e  v i t a l l y  con- 
cerned about  f o r e i g n  ownership and f e l t  t h a t  i t  was impera t ive  t h a t  t h i s  l e g i s -  
l a t u r e  do something about  t h i s .  H e  had no problems wi th  M r .  Mockler's amend- 
ments s o  long a s  they  only  add re s s  what M r .  Mockler spoke t o .  Otherwise i t  
should come under t h i s  a c t .  

Rep. Nordtvedt ques t ioned  t h e  proposed amendments a s  t o  who would q u a l i f y .  M r .  
Mockler s t a t e d  t h a t  rec lamat ion  i s  one of t h e i r  h ighes t  c o s t s  and would cer- 
t a i n l y  want t h a t  t o  q u a l i f y  f o r  t a x  deduct ions.  

Rep. Huennekens i n s t r u c t e d  M r .  McDonald t o  check i n t o  t h e  l e g a l  a s p e c t s  of 
t h e  proposed amendments t o  s e e  i f  t h i s  would be an escape  from t h e  problem. 

A ques t ion  was r a i s e d  a s  t o  whether t h i s  b i l l  was comparable w i th  HB 101, 
which p r o h i b i t s  f o r e i g n  land  ownership i n  t h e  s t a t e .  It was s t a t e d  t h a t  t h i s  
b i l l  was k i l l e d  i n  committee. 

Rep. Fabrega s t a t e d  t h a t  t h i s  b i l l  no t  on ly  a p p l i e s  t o  s t a t e  income t a x e s ,  
bu t  c o r p o r a t e  l i c e n s e  t a x  deduct ions  allowed by 15-31-114. Rep. S i v e r t s e n  
was n o t  s u r e  on t h i s  ma t t e r .  

Rep. B e r t e l s e n  ques t ioned  t h e  enforcement of t h e  law. It was explained t h a t  
r e p o r t s  a r e  made t o  t h e  IRS. The f o r e i g n  i n t e r e s t  i s  s u b j e c t  t o  a  f i n e  of up 
t o  25% of t h e  market va lue  of t h e  p rope r ty  f o r  v i o l a t i o n  o r  f a i l u r e  t o  r e p o r t .  
Th i s  i s  addressed on page 1, l i n e  10. 

It was po in ted  ou t  t h a t  t h i s  b i l l  would apply  t o  t h e  nonres ident  Canadian 
who owned Montana land f o r  farming purposes ,  but l i v e d  i n  Canada. 

Rep. Johnson asked who would g a t h e r  t h e  r e p o r t s  and compile ownership. J o e  
Lindberg, Department of  Agr i cu l tu re ,  had not  had a  chance t o  look i n t o  t h i s  
y e t ,  but assumed i t  would be i n  coopera t ion  wi th  t h e  Department of Revenue 
and wi th  county t a x  a s s e s s o r s .  He s t a t e d  t h a t  he would ge t  back t o  t h e  com- 
m i t t e e  a s  soon a s  he was more c e r t a i n  on t h i s .  

Rep. Be r t l e son  asked how t h e  t i m e  o r  purchase was going t o  be  determined. 
J u s t  how were t hey  going t o  g a i n  t h a t  percent  of income. It was s t a t e d  Ishe 
Department of Revenue t a x  r e t u r n s  would be used t o  ga in  t h i s  information,  t o  
dec ide  i f  a  co rpo ra t i on  d i d  no t  comply wi th  t h e  law and d i d  n o t  r e p o r t .  

Rep. Fabrega s t a t e d  t h a t  15-31-114 s t a t e s  t h a t  i f  you e n t e r  i n t o  a  farming 
ope ra t i on  and have an income of  more than $500,000, less t h e  he lp  from a g r i -  
c u l t u r a l  product ion,  you cannot t ake  a  l o s s  from a g r i c u l t u r a l  p roduct ions ,  
based on an average  of t h r e e  years .  
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Rep. Dass inger  asked i f  a l i e n s  a r e  r e q u i r e d  t o  f i l e  income t a x  r e p o r t s .  It was 
s t a t e d  t h a t  t h e y  a r e  n o t  r e q u i r e d  by s t a t e  law t o  r e p o r t  purchase  of p r o p e r t y .  

M r .  Lundberg c i t e d  similar problems i n  C a l i f o r n i a  where raw almonds are b e i n g  
expor ted  wi thou t  paying any t a x e s  t o  t h e  s t a t e .  

Rep. Dozier  p o i n t e d  o u t  t h a t  p r e s e n t  f o r e i g n  l a n d  owners a r e  n o t  r e p o r t i n g  
ownership.  T h i s  b i l l  r e q u i r e s  t h a t  everyone w i t h  f o r e i g n  ownership would 
have t o  r e p o r t .  R e g i s t r a t i o n  is  o n l y  r e q u i r e d  a f t e r  purchase .  Rep. Doz ie r  
wanted t h i s  brought  t o  t h e  commi t tee ' s  a t t e n t i o n .  

Rep. S i v e r t s e n  s a i d  i t  was t h e  i n t e n t  t h a t  under t h i s  law everyone w i t h  f o r e i g n  
ownership would have t o  r e p o r t .  

Rep. P o l l y  Holmes, D i s t r i c t  67,  Yel lowstone County, p r e s e n t e d  HB 784 a s  a  cam- 
panion b i l l  t o  HB 479, which i n c r e a s e d  t h e  t a x  on g a s o l i n e  t o  p r o v i d e  f u n d s  

f o r  l o c a l  governments.  HB 784 i n c r e a s e s  t h e  t a x  on d i e s e l  
HOUSE BILL f u e l  by one c e n t  a  g a l l o n  and a l l o c a t e s  t h e  e s t i m a t e d  

784 revenue  i n c r e a s e  t o  c o u n t i e s ,  c i t i e s  and towns. 

Rep. Holmes s t a t e d  t h a t  i t  was c l e a r  t h a t  o u r  r o a d s  a r e  worse t h a n  e v e r  b e f o r e  
and t h a t  t h e  c o s t  of r e p a i r  shou ld  be  e q u a l l y  s h a r e d  by a l l  who u s e  them. T h i s  
l e g i s l a t i o n  i s  a n  e f f o r t  t o  i n c l u d e  t r u c k  d r i v e r s  u s i n g  d i e s e l  f u e l  i n  t h e  
s h a r i n g  of t h i s  c o s t .  She c i r c u l a t e d  a  r e c e n t  p i c t u r e  from t h e  B i l l i n g s  
G a z e t t e  d e p i c t i n g  t h e  problem of  damaged r o a d s .  She s t a t e d ,  i n  c o n c l u s i o n ,  
t h a t  we need t h i s  money and urged a  do p a s s  recommendation by t h e  committee.  

M r .  Mizner spoke i n  f a v o r  of HB 784, s t a t i n g  t h a t  t h i s  was no t  i n c l u d e d  i n  
t h e  o r i g i n a l  b i l l  due t o  a  d r a f t i n g  e r r o r .  He s t a t e d  t h a t  more and more a u t o -  
mobi les  a r e  u s i n g  d i e s e l  f u e l  and i t  i s  o n l y  r i g h t  t h a t  t h e s e  v e h i c l e s  be in-  
c luded  i n  t h e  c o s t  o f  road r e p a i r .  He urged a  f a v o r a b l e  recommendation by 
t h e  committee. 

There  were no opponents  t o  HB 784. 

Rep. Holmes saw no need t o  c l o s e .  She j u s t  a sked  t h a t  t h e  committee remember 
what t h e i r  c a r s  w i l l  l ook  l i k e  w i t h o u t  t h i s  l e g i s l a t i o n .  

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

Rep. S i v e r t s e n  asked  i f  t h i s  would be  b e t t e r  c o n s i d e r e d  a s  a n  amendment t o  
HB 479. It was exp la ined  t h a t  t h e  t i t l e  of HB 479 was s o  s p e c i f i c  i t  was 
decided t o  i n t r o d u c e  s e p a r a t e  l e g i s l a t i o n .  It was t h e n  sugges ted  t h a t  maybe 
t h e  t i t l e  could  be  amended. Rep. Huennekens s t a t e d  t h a t  h e  would t a k e  t h e  
m a t t e r  b e f o r e  t h e  Rules  Committee t o  g e t  a r u l i n g  on p r o p e r  p rocedure .  

Rep. W i l l i a m s  exp la ined  t o  Rep. B e r t e l s o n  t h a t  v o l a t i l e  f u e l s  r e f e r r e d  t o  
propane. P o i n t  was r a i s e d  t h a t  such language might t a x  g a s o l i n e  t w i c e ,  a s  
i t  i s  cons idered  a  v o l a t i l e  f u e l .  

Rep. Dass inger  approved o f  recommendation t h a t  t h e  two b i l l s  b e  c o o r d i n a t e d  
a s  t o  t i t l e  and c o n t e n t s .  

There  were no f u r t h e r  q u e s t i o n s  by t h e  committee. 
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The h e a r i n g  on HB 784 was c l o s e d .  

R e p r e s e n t a t i v e  Moore, D i s t r i c t  21, Cascade County, sponsor  of HB 496 e x p l a i n e d  
h i s  b i l l  t o  t h e  committee. T h i s  b i l l  would impose a 20% s u r t a x  on t h e  pro- 

p e r t y  t a x  of a g r i c u l t u r a l .  l a n d ,  c l a s s  e l e v e n  p r o p e r t y  and 
HOUSE BILL r e a l  e s t a t e  improvements owned by a  f o r e i g n  person .  Revenue 

would be d i v i d e d  among t h e  e n t i t i e s  i n  l o c a l  government i n  
496 which t h e  f o r e i g n  l a n d s  a r e  l o c a t e d .  The b i l l  w i l l  t a k e  

e f f e c t  f o r  a l l  t a x a b l e  y e a r s  a f t e r  December 31,  1978. Rep. 
Moore c i t e d  F l a t h e a d  County a s  a  coun ty  w i t h  many p r o p e r t i e s  owned by f o r e i g n  
i n t e r e s t s .  I n  view of a l l  t h e  b e n e f i t s  enjoyed by t h e s e  f o r e i g n  i n t e r e s t s  
they  o n l y  pay minimal p r o p e r t y  t a x e s .  He f e l t  t h e y  shou ld  be charged t h i s  
s u r t a x ,  which would be d i s t r i b u t e d  among l o c a l  governments.  Rep. Moore r e -  
se rved  t h e  r i g h t  t o  c l o s e .  

Rep. Yardley,co-s igner  of HB 496, r e p e a t e d  i n f o r m a t i o n  g i v e n  on HB 784. 

Rep. ~ a b r e ~ a  s t a t e d  t h a t  f o r e i g n  l a n d  owners are e n j o y i n g  a l l  t h e  good t h i n g s  
f u r n i s h e d  by t h e  s ta te  and f e l t  t h e y  should be paying a  l i t t l e  toward t h e i r  
keep. T h i s  b i l l  wouldn ' t  a p p l y  o n l y  t o  farm l a n d .  

Mrs. P e t e r s o n  spoke i n  s u p p o r t  of HB 496, s t a t i n g  t h a t  p a r t  of t h e  problem 
i s  g i v i n g  f o r e i g n  i n t e r e s t s  t o o  many advan tages  and t h i s  cou ld  p r o v i d e  income 
t o  Montana. 

A l i c e  F r y s l i e ,  Montana C a t t l e m e n ' s  A s s o c i a t i o n ,  q u e s t i o n e d  how much i t  is 
going t o  c o s t  t o  c o l l e c t  d a t a  and sugges ted  t h a t  pe rhaps  some of t h e  revenue  
could  be  earmarked t o  s u p p o r t  what i s  be ing  done.  

Ann Page,  Montana Farmers Union, ques t ioned  whether f o r e i g n  p e r s o n s  i n c l u d e d  
f o r e i g n  t r u s t s  and f o r e i g n  c o r p o r a t i o n s .  She s t a t e d  t h a t  f o r e i g n  p e r s o n s  
should a l s o  i n c l u d e  U.S .  based t r u s t s a n d  c o r p o r a t i o n s  t h a t  are owned by 
f o r e i g n  i n v e s t o r s .  

M r .  T a y l o r ,  Montana Woolgrowers, spoke i n  s u p p o r t  of t h e  b i l l  and hoped f o r  
a do p a s s  recommendation by t h e  committee. 

J i m  Mockler, Montana Coal Counci l ,  proposed t h e  a d d i t i o n  of t h e  same amendment 
submit ted f o r  HB 429 be  amended i n t o  HB 784. 

M r .  Mock.ler s t a t e d  t h a t  a g r e a t  many o r g a n i z a t i o n s  are  f o r e i g n  i n t e r e s t s  and 
hoped t h a t  t h e  committee would t a k e  a look  a t  t h a t .  He hoped t h e  b i l l  d i d  
no t  a p p l y  t o  l and  h e l d  f o r  purposes  of m i n e r a l  e x p l o r a t i o n .  

Rep. Moore c l o s e d  say ing  he  had no o b j e c t i o n s  t o  t h e  proposed amendments, 
h i s  o r i g i n a l  i n t e n t i o n  was farm l a n d .  R e g i s t r a t i o n  i s  now r e q u i r e d  w i t h  
t h e  f e d e r a l  government. The second p o r t i o n  r e f e r r i n g  t o  C l a s s  11 p r o p e r t y  
i s  a n  e f f o r t  t o  g e t  a t  f o r e i g n  ownership of r e s o r t  a r e a  l a n d ,  such  as around 
W h i t e f i s h  and Duck Lakes. H e  f e l t  t h a t  i f  t h e s e  f o r e i g n e r s  come i n t o  t h i s  
s t a t e  t o  e n j o y  t h e  good l i f e  t h e y  ought  t o  pay a l i t t l e  s u r t a x .  H e  concluded 
by u r g i n g  f a v o r a b l e  c o n s i d e r a t i o n  by t h e  committee.  

Rep. R e r t e l s e n  ques t ioned  t h e  c o n s t i t u t i o n a l i t y  of such  l e g i s l a t i o n .  Rep. 
Moore s t a t e d  t h a t  t h e  o r i g i n a l  b i l l  inc luded  o u t - o f - s t a t e  U.S. r e s i d e n t s ,  
and t h i s  was r u l e d  u n c o n s t i t u t i o n a l .  The b i l l  i n  L t s  p r e s e n t  form h a s  no 
c o n s t i t u t i o n a l  problems and r e f e r s  t o  non-U.S. a l i e n s .  
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Rep, Underdal a g a i n  p r e s e n t e d  s t c i t i s t i c s  on f o r e i g n  ownership i n  t h e  c o u n t r y .  

Rep. Johnson asked f o r  an e s t i m a t e  of t h e  a c t u a l  income t o  t h e  s t a t e .  It was 
exp la ined  t h a t  i f  an i n t e r e s t  was paying $1,000 a n n u a l l y  i n  p r o p e r t y  t a x ,  20% 
o r  $200 would be  added t o  t h i s  a s  s u r t a x .  T h i s  money would t h e n  b e  d i s t r i b u t e d  
among t h e  c i t y ,  county and s c h o o l  d i s t r i c t s .  

Rep. hr i l l iams ques t ioned  whether  language should b e  added t o  cover  f o r e i g n  
c o r p o r a t i o n s  and t r u s t s .  Rep. Moore f e l t  t h a t  t h e  language was s u f f i c i e n t  
a s  i t  is. 

There  were no f u r t h e r  q u e s t i o n s .  The h e a r i n g  was c l o s e d  on HB 496. 

EXECUTIVE SESSION. 

Rep. Huennekens asked t h e  committee i f  t h e y  f e l t  a  h e a r i n g  was n e c e s s a r y  on 
t h i s  committee bi l .1 .  The concensus of t h e  committee was t h a t  a  h e a r i n g  was 

n o t  n e c e s s a r y ,  Rep. Vinger exp la ined  t h e  b i l l  would make 
HOUSE BILL t h e  p e n a l t y  f o r  f i l i n g  l a t e  r e t u r n s  on d i e s e l  f u e l  t h e  same 

as was f o r  g a s o l i n e  l a t e  r e t u r n s .  The g a s o l i n e  p e n a l t y  had 
898 been 10% and t h e  d i e s e l  f u e l  l a t e  r e t u r n s  was 25%. They a r e  

now b o t h  a t  10% under HB 898. 

Rep. L ien  s a i d  h e  h a s  t a l k e d  t o  N o r r i s  Nicho ls ,  of t h e  Department of Revenue 
Motor F u e l  Tax D i v i s i o n ,  about  t h i s  and M r .  N icho ls  thought  t h e y  should b e  t h e  
same. 

Rep. Vinger moved t h a t  HOUSE BILL 898 DO PASS. Adoption of t h i s  motion was 
unanimous. Reps. Underdal ,  G i l l i g a n  and H a r r i n g t o n  were  a b s e n t .  

HOUSE BILL 831  - Rep. B u r n e t t  exp la ined  t h i s  b i l l  a l l o w s  county commissioners 
t o  f o r g i v e  t a x e s ,  and ex tends  t h e  p r o v i s i o n  t h a t  t h e y  could  c o n t i n u e  t h e  exemption.  
Would have t o  d e l e t e  s e c t i o n  ( 2 )  and come up w i t h  t h e  o t h e r  p r o v i s i o n  which would 
be done w i t h  a  committee b i l l .  The committee b i l l  would impose t h e  p r o p e r t y  
d e l i n q u e n t  t a x e s ; i f  t h e  b i l l  i s  passed county would have t o  f o r g i v e  each y e a r .  

S t a f f  a t t o r n e y  s a i d  t h e  problem is  w i t h  t h a t  rodeo a s s o c i a t i o n  i n  Red Lodge 
borrowed $100,000 and t h e n  b u i l t  some improvements. The county a s s e s s o r  s t a r t e d  
t a x i n g  t h e  l a n d  and so  t h e  rodeo owed about  $9,000 i n  back t a x e s  and owe t h e  bank. 

. And now wants  t h e  county a s s e s s o r  t o  f o r g i v e  back t a x e s .  Wouldn't go v e r y  good 
i n  j u d i c i a r y .  Any rodeo l a n d  used a l l  y e a r  around as a  f a i r g r o u n d s  is  non- taxab le  
because  i t  be longs  t o  t h e  c i t y ,  Rodeo grounds be longs  t o  t h e  rodeo a s s o c i a t i o n  
i n  Red Lodge. There  a r e  7  1 / 2  a c r e s  involved va lued  a t  $168,000 which i s  borrowed 
a g a i n s t .  The rodeo a s s o c i a t i o n  h a s  about  9  peop le  - no membership. They have  p u t  
themselves  on t h e  l i n e  f o r  s o  much money. I f  t h e y  a r e  n o t  a b l e  t o  n e g o t i a t e  t h i s  
o u t ,  i t  i s  p u b l i c  l a n d ,  and a s  soon a s  it  is  p a i d  o f f ,  t h e y  p l a n  t o  t u r n  it back.  
Assuming t h e r e  w i l l  be one more rodeo,  t h e  county w i l l  be  f o r c e d  t o  t a k e  t a x  t i t l e .  
Lending i n s t i t u t i o n s  cannot  a l l o w  t h i s .  They w i l l  pay back t a x e s  and assume 
ownership of t h e  p r o p e r t y .  T h i s  l a n d  s i ts  under t h e  s k i  run and i s  q u i t e  a valu-  
a b l e  p i e c e  of p r o p e r t y  and i t  w i l l  r e v e r t  from p u b l i c  p r o p e r t y  t o  p r i v a t e  p r o p e r t y .  

Rep. B u r n e t t  s a i d  t h i s  i s  an  evolvement and w i l l  s u s t a i n  t h e  rodeo.  It i s  a non- 
p r o f i t  c o r p o r a t i o n .  The a s s o c i a t i o n  t a k e s  no pay f o r  themse lves .  T h i s  i s  a 
community development - t h e  coun ty  i s  d e s i r o u s  of n o t  l o s i n g  t h i s  t o  p r i v a t e  
i n t e r e s t s .  I f  i t  does happen, i t  w i l l  impair  f a i r  grounds and w i l l  e l i m i n a t e  
rodeo grounds.  Back t a x e s  a r e  charged a g a i n s t  t h e  county.  



Rep, Huennekens asked i f  anyone knows anywhere t a x  f o r g i v e n e s s  h a s  been done,  
The county does  n o t  f e e l  i t  i s  f e a s i b l e  f o r  them t o  pay f o r  t h e  i n d e b t e d n e s s  
b u i l t  up by t h e  c i t y .  P r e t t y  much a s p e c i a l  i n t e r e s t  b i l l .  

Rep. Fabrega asked i f  t h e r e  i s  any th ing  p r e c l u d i n g  a c i t y  o r  coun ty  from accep t -  
i n g  p r o p e r t y  t h a t  i s  mortgaged? Rep.Burnett  exp la ined  t h e  p r o p e r t y  was c i t y  and 
t h e  t a x  is  county.  

Rep. Huennekens exp la ined  t h e r e  a r e  two problems - t h e  a c c e p t a n c e  of a committee 
b i l l  and HB 831 i t s e l f .  The committee b i l l  would exempt t h i s  t y p e  from f u t u r e  
t a x a t i o n ,  b u t  wouldn ' t  a f f e c t  back t a x e s  a t  a l l .  That would a p p l y  s t a t e w i d e .  

Rep. S i v e r t s e n  mentioned t h e r e  a r e  a good number of rodeo grounds t h a t  a r e  owned 
by p r i v a t e  i n t e r e s t s .  Add t h i s  b i l l  t o  t h e  one on g o l f  c o u r s e s .  Randy McDonald 
s a i d  t h e y  would be l i m i t e d  t o  non-prof i t  o r g a n i z a t i o n s .  

Rep, Fagg moved t h a t  HB 831 BE TABLED, Rep. B u r n e t t  made a motion t h a t  t h e  
committee have a committee b i l l  prepared - d i d n ' t  g e t  a 3/4 v o t e ,  s o  d i d n ' t  
p a s s ,  Rep. B u r n e t t  asked t h a t  i t  b e  passed f o r  t h e  day.  No a c t i o n  t a k e n .  

HOUSE BILL 568 - T h i s  was r e r e f e r r e d  from House f l o o r  back t o  t h e  committee. 
Could n o t  overcome t h e  f e d e r a l  impact.  Every automobi le  w i l l  end up w i t h  
a n o t h e r  t a x  p u t  on i t  - g a s  t a x e s ,  l i c e n s e  t a x e s ,  e t c .  Rep. Will iams t h i n k s  
t h i s  could  be  cons idered  i n  a subcommittee and recommends t h i s  be done. Rep. 
Fabrega t h i n k s  t h e  p o r t i o n  of t h e  b i l l  t h a t  shou ld  b e  r e t a i n e d  i s  t h e  c o s t  of 
replacement  p l a t e s .  O b j e c t s  t o  i n c r e a s e  i n  t h e  f e e  f o r  r e g i s t r a t i o n .  The 
c o s t  of replacement  of p l a t e s  shou ld  be  t h e  owner ' s  problem, 

HOUSE BILL 740 - Rep. Lien t h i n k s  Rep. S a l e s '  HB 740 should s t a n d  on i ts  own 
f e e t .  HB 150 have t o  have i n  some form o r  o t h e r  - d o n ' t  want 740 piggybacked 
on HB 150 ,  

Rep, Fabrega asked i f  t h e r e  i s  an  i n c r e a s e  provided - 6 3/4% i n  HB 150 and 
no i n c r e a s e  i n  c o r p o r a t i o n  l i c e n s e  t a x  t o  o f f s e t  e f f e c t s .  Rep. Robbins asked 
what j u s t i f i c a t i o n  t h e r e  is  f o r  a bad d e b t  r e s e r v e .  Rep. L ien  exp la ined  a l l  
c o r p o r a t i o n s  a r e  a l lowed a c t u a l  bad d e b t  d e d u c t i o n s .  The Savings  and Loans 
wanted t o  have s t a t e  law a l l o w  t h e  same bad d e b t  r e s e r v e  as t h e  f e d e r a l .  Under 
HB 150 t h e y  g e t  a c t u a l  bad d e b t s ,  bu t  no r e s e r v e  b u i l d  up. Were den ied  by t h e  
s t a t e  c o u r t s .  

Rep. Huennekens s a i d  f o r  c l a r i f i c a t i o n ,  t h e y  s e t  up t h i s  r e s e r v e  fund and cou ld  
go up t o  40% of n e t  income - could i n v e s t  t h i s  fund and c r e a t e  an  investment  
on which t h e r e  would be  on ly  t a x  on t h e  i n t e r e s t  d e r i v e d  from t h e  bad d e b t  
r e s e r v e  fund.  

Rep. L ien  s a i d  t h e y  never  g o t  i n t o  j u s t  what a c t u a l  l o s s  of s a v i n g s  and l o a n s  
is .  Banks s t a t e d  t h a t  a s  soon as t h e y  dropped t o  a 6% t h e i r  a c t u a l  and t h e i r  
r e s e r v e  would be about  t h e  same and so  t h e y  would u s e  t h e  a c t u a l ,  bu t  i t  would 
b e  advantageous  t o  t h e  s a v i n g s  and l o a n s .  

Rep. Huennekens s a i d  t h e  s a v i n g s  and l o a n s  have v e r y  l i t t l e  bad d e b t  l o s s e s  
because  t h e y  i n v e s t  i n  homes. They s a i d  t h e y  a r e  t r y i n g  t o  b u i l d  up a r e s e r v e  
i n  c a s e  of peop le  j u s t  l e a v i n g  t h e i r  homes. S&Ls normal ly  wouldn ' t  have t h a t  
much l o s s ,  bu t  t h e y  t h i n k  t h e y  might  need i t  i n  t h e  f u t u r e ,  
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Rep. Fabrega exp la ined  most l o a n s  a re  r e i n s u r e d ,  Congress d i d  a l l o w  S&Ls i n  
o r d e r  t o  b u i l d  up c a p i t a l i z a t i o n  i n  an i n d u s t r y  t h a t  i t  was thought  v e r y  d e s i r a b l e  
t o  have bad d e b t  reserve funds  b u i l t  up,  The S&L brought  s u i t  and t h e  c o u r t  
den ied .  Rep. L ien  exp la ined  i t  was appealed t o  t h e  s t a t e  Slipreme Court  and they 
reviewed t o  a l l o w  t h e  deduc t ion .  M r .  Sheehy, r e p r e s e n t i n g  t h e  S&Ls, s a i d  t h a t  
was i n  t h e  l a t e  60s o r  70. The s u i t  was on whether  o r  n o t  they  were e n t i t l e d  t o  
a  bad d e b t  r e s e r v e  i n  c o r p o r a t i o n  l i c e n s e  code.  The c o u r t  s a i d  no. Rep. Wil l iams 
s a i d  t h a t  is  t h e  reason  t h e  S&Ls t a x e s  a r e  be ing  i n c r e a s e d  about  53%. They 
removed t h e  exemption from i n t e r e s t  income. It i s  a  b i g  i n c r e a s e  f o r  t h e  S&Ls. 

Rep. Fagg moved HB 740 DO PASS. Rep. L ien  opposed t o  HB 740. Main purpose  is  t o  
s o f t e n  t h e  53% i n c r e a s e  - i f  b o t h  were t axed  a t  t h e  same b a s i s  b e f o r e ,  t h e i r  
i n c r e a s e  under t h i s  b i l l  would be i n  e x c e s s  of l oo%,  s o . y o u  want t o  g e t  t h e  
f i g u r e  t h a t  you a r e  b a s i n g  t h e  p r e v i o u s  t a x  on. The banks '  i n c r e a s e  would have 
been d r a m a t i c  - they  have been paying more t h a n  t h e y  had t o .  

Rep, Huennekens exp la ined  a  p e r c e n t a g e  f i g u r e  h a s  o n l y  meaning w i t h  r e g a r d  t o  t h e  
b a s e  - a 50% i n c r e a s e  i n  t h e  b a s e  i s  5 0 ~ .  50% d o e s n ' t  have any meaning - t h e  
q u e s t i o n  i s  t h e  i n c r e a s e  on how much? Rep. Wil l iams exp la ined  t h e  S&Ls a r e  
mutual  companies and banks a r e  s t o c k h o l d e r s .  Taxing fo r  mutual  c o r p o r a t i o n s  i s  
d i f f e r e n t .  

Rep. Fabrega s a i d  i n  1971 Sena tor  H i m s l  exempted from t a x a t i o n  t h e  munic ipa l s .  
P r i o r  t o  t h a t  no one could  s a y  when t h e y  could  no l o n g e r  t a x  on f e d e r a l  income. 
The d e c i s i o n  made i n  1971  c r e a t e d  q u i t e  a w i n d f a l l  f o r  SGLs. F e e l s  w i t h  r e g a r d  
t o  HB 740 i n  t h e  s e n s e  of e q u i t y ,  we need t o  rev iew back t o  1971. He i s  opposed 
t o  t h e  b i l l  a t  t h i s  t ime.  

On Rep. Fagg 's  motion t o  DO PASS, Reps. Fagg, Wi l l i ams ,  Vinger v o t e d  Yes. Reps. 
Underdal,  G i l l i g a n ,  H a r r i n g t o n  were  a b s e n t .  Motion d i d  n o t  succeed.  B i l l  w i l l  
l e a v e  committee on a  HI5 740 DO NOT PASS recommendation. 

Rep. Fabrega f u r t h e r  commented t h e  l e v e l  of t a x e s  t h a t  t h e  banks w i l l  pay is 
about  t h e  same i s  t h e y  would hve b e f o r e  1976. Rep. S i v e r t s e n  t h i n k s  t h e  l o s s  is 
n o t  v a l i d  p r o j e c t e d  on what t h e  banks had been paying under a  l e g a l  t a x .  R e a l l y  
i t ' s  n o t  t r u e  t h a t  banks w i l l  be  paying l e s s .  Rep. Huennekens s a i d  w i l l  g e t  much 
more through a  c o r p o r a t i o n  l i c e n s e  t a x .  Rep. S i v e r t s e n  exp la ined  i f  had n o t  
reached an  agreement ,  t h e y  wouldn ' t  have p a i d  any t a x  - t h e  banks agreed  t h e y  
would pay t h i s  amount. Rep. Lien s a i d  we a r e  d e a l i n g  w i t h  p r o j e c t i o n s .  Had t h e  
banksr  f i g u r e s  i n  - t h a t  was c l o s e s t  t o  a n y t h i n g  found. It wasn ' t  c h a l l e n g e d .  
Rep, Nordtvedt f e e l s  t h e r e  is  something wrong w i t h  t h e  whole p r o c e s s .  

Rep. Fabrega exp la ined  an agreement between t h e  banks and t h e  t a x a t i o n  committee 
l a s t  s e s s i o n  was reached i n  o r d e r  t o  g i v e  u s  t i m e .  Once t h e y  won t h e  l a w s u i t ,  i t  
would have s e t  a  p a t t e r n .  The t a x  income f o r  1976 was $1,500,000 of which $800,000 
was be ing  l i t i g a t e d .  Less  than  $ 1  m i l l i o n  was c o l l e c t e d  - t h e  banks  bound them- 
s e l v e s  t o  R p a t t e r n  of t a x a t i o n .  

Rep. Nordtvedt  t h i n k s  t h e  i s s u e  i s  n o t  p a s s i n g  HB 150 - t h e  i s s u e  i s  t h a t  no 
a t t e m p t  was made t o  a d j u s t  r evenue  s o  t h a t  t h a t  s e c t o r  of t h e  economy p a i d  t h e i r  
s h a r e .  

HOUSE BILL 150 - Rep. moved t h a t  HB 150 BE RECONSIDERED. Rep. Doz ie r  opposed 
t h e  motion because  a f t e r  two y e a r s  of c o n s i d e r a t i o n ,  shou ld  make a d e c i s i o n .  Rep. 
S i v e r t s e n  reminded t h e  banks d i d  n o t  f i l e  an  a c t i o n  a g a i n s t  t h e  s t a t e  t h a t  t h e y  
won. T t  was a good c f t f z e n  a c t  on t h e i r  p a r t .  I n  l o o k i n g  a t  t h e  whole broad 
p i c t u r e ,  t-Fiis i.s whdt came o- + 7 a .  
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Rep, L i e n  s a i d  when agreement was reached ,  d i d n ' t  a g r e e  on a  y e a r l y  i n c r e a s e ,  
W i l l  s u p p o r t  r a i s i n g  t h e  c o r p o r a t i o n  l i c e n s e  t a x  on a l l  c o r p o r a t i o n s ,  

Rep. Fabrega s a i d  t h e  depar tment  of r e v e n u e a s s u r e d u s  t h e y  could win,  b u t  t h e y  
d i d  n o t  do so. Rep. Dass inger  s a i d  i f  t h e y  do t a k e  i t  t o  c o u r t ,  o n l y  t h e  
p e r c e n t a g e  o v e r  6  3/4% would be  i n  q u e s t i o n ,  Rep. Wil l iams f e e l s  t h e r e  i s  a 
q u e s t i o n  of e q u i t y  - about  50% of  c o r p o r a t i o n s  a r e  paying an i n v e n t o r y  t a x  
which i s  e q u i v a l e n t  t o  abou t  1 1 / 4 %  of l f c e n s e  t a x .  L e t ' s  set t h e  c o r p o r a t e  
l i c e n s e  t a x  a t  8% and g i v e  t h o s e  payfng an i n v e n t o r y  t a x  c r e d i t  f o r  t h a t ,  

Motion t o  r e c o n s i d e r  f a i l e d  by a  4-13 r o l l  c a l l  v o t e .  Two were a b s e n t ,  

HOUSE BILL 470 - Rep, Fagg moved KB 470 DO NOT PASS. ' R e p ,  B u r n e t t  vo ted  No. 
Reps, R e i c h e r t  and Har r ing ton  were  a b s e n t ,  Motion succeeded,  

HOUSE BILL 796 - Rep, S i v e r t s e n  reminded HB 796 was t o  c l a r i f y  some i n e q u i t i e s  
w i t h  r e a p p r a i s a l  had a few y e a r s  ago ,  Rep. Dnssinger  th inku  the  b i l l  i s  more 
comprehensive than  t h a t ,  Rep, Huennekens mentioned t h a t  1972 is t h e  b a s i s  of 
v a l u a t i o n  now. Rep, Fabrega s a f d  on t h e  5-year p l a n  can do i t  on t h a t  b a s i s ,  
b u t  have t o  do i t  a l l  a t  t h a t  t ime ,  Rep. S i v e r t s e n  s a i d  t h e y  used t h e  1972 book 
on r e s i d e n c e s  and t h e  1976 book on commercial p r o p e r t i e s .  Through t h i s  b i l l ,  
w i l l  a s s u r e  t h a t  t h i s  i s  n o t  going t o  t a k e  p l a c e  and t h a t  we u s e  t h e  same y e a r  
f o r  a l l  r e a p p r a i s a l s ,  

Rcp, Fabrega s a i d  s e c t i o n  8 annoys more t a x p a y e r s  t h a n  a n y t h i n g  e l s e .  STAB might 
be  more r e l u c t a n t  t o  a g r e e .  I£ it was a v e r y  bad p r a c t i c e ,  a l l  of t h o s e  a f f e c t e d  
could  come d i r e c t l y  t o  t h e  STAB t o  g e t  r e l i e f .  A f f e c t s  a  whole c l a s s .  

Rep, Fabrega moved HE 796 DO PASS. (Rep. H a r r i n g t o n  came i n )  The depar tment  of 
revenue would n o t  have t o  n o t i f y  a l l  t h e  people .  Rep. Dass inger  v o t e d  No. Reps. 
Robbins, G i l l i g a n ,  B u r n e t t  were a b s e n t .  Motion succeeded. 

W i l l i a m s  
HOUSE BILL 795 - Rep. Fabrega moved HB 795 DO PASS. Rep. Nordtvedt  opposes .  Rep./ 
f e e l s  t h i s  p u t s  t h e  emphasis on t h e  wrong p l a c e .  Should be under  t h e  c o n t r o l  a t  
t h e  l o c a l  l e v e l .  Not i n  f a v o r  of t r a n s f e r r i n g  t o  t h e  s t a t e .  Rep. Fabrega s a i d  
t h e  w e l f a r e  program h a s  been funded up t o  1 3  112 m i l l s  i n  each coun ty ,  T h i s  would 
impose 6  m i l l s  s t a t e w i d e  r e c o g n i z i n g  t h a t  a  pe rson  may move. T h i s  would be  a n  
e q u a l i z i n g  formula  - s t i l l  r e t a i n s  l o c a l  c o n t r o l  of t h e  program, b u t  imposes 
l i a b i l i t y  of paying f o r  i t  a t  t h e  s t a t e  l e v e l .  Rep. Dass inger  s a i d  we have c o n t r o l  
bu t  t h e y  have t h e  money - f e e l s  l o c a l  c o n t r o l  would be  l o s t .  Rep. Nordtvedt  s a i d  
under  t h e  p r e s e n t  sys tem i n  a county t h e y  have a  p u b l i c  a s s i s t a n c e  a d m i n i s t r a t o r  
i n t e r v i e w e r  - i f  he  does  n o t  t a k e  a  person do t lb t fu l  o r  marg ina l  i n t o  t h e  program, 
i f  h e  d o e s n ' t  g r a n t  them t h e  coun ty  s e r v i c e s ,  t h e  county s a v e s  t h o s e  d o l l a r s .  Under 
t h e  new proposed system,  where money would b e  e q u a l i z e d  a l l  o v e r  t h e  s ta te ,  i f  t h e  
a d m i n i s t r a t o r  h a s  no i n c e n t i v e s  t o  deny t o  someone of d o u b t f u l  r i g h t ,  i t  g e t s  l a i d  
on t h e  q u e s t i o n  of f i s c a l  r e s p o n s i b i l i t y .  Rep. Vinger  asked who w i l l  do t h e  s c r e e n -  
ing .  Rep, Fabrega anwered t h e  county - t h e  v e r y  same people .  

Motion t h a t  HB 795 DO PASS f a i l e d  by a  r o l l  c a l l  v o t e  o f  5-10 w i t h  4  a b s e n t .  

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




