
HOUSE TAXATION COMMITTEE 

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

The mee t ing  was c a l l e d  t o  o r d e r  i n  Room 5 3 4 ,  a t  8:30 a.m.,  March 1 6 ,  1979,  
by Rep. Herb Huennekens, Chairman. A l l  members w e r e  p r e s e n t  excep t  Rep. 
Kenneth Nordtvedt  who was excused.  Randy McDonald, S t a f f  At to rney  was 
p r e s e n t .  

House B i l l s  151,  501,  629, 256, 11, 321, 221, and 287 were t o  be  hea rd .  

Rep. Huennekens e x p l a i n e d  t h e  f o u r  b i l l s  e l i m i n a t i n g  t h e  s u r t a x  would be  
hea rd  f i r s t .  

Rep. E.N.Dassinger,  D i s t r i c t  50,  Rosebud County, p r e s e n t e d  House B i l l  501 
of which h e  i s  sponsor .  T h i s  b i l l  i s  an a t t e m p t  t o  d rop  t h e  s u r t a x  and have 

a z e r o  f i s c a l  impact by r a i s i n g  some of t h e  t a x  b r a c k e t s  t o  
HOUSE BILL make up f o r  t h e  l o s s .  He provided two handouts  ( a t t a c h e d )  

p r e p a r e d  by Tom Wind, Chief of  t h e  Research D i v i s i o n  of t h e  
501  Department of  Revenue. One handout d i s p l a y s  t h e  e f f e c t  of 

removing t h e  s u r t a x  and t h e  o t h e r  shows t h e  e f f e c t  of r e v i s -  
i n g  t h e  t a x  b r a c k e t s  and removing t h e  s u r t a x .  He e s t i m a t e d  t h e  f i s c a l  impact  
would be  $29.5  m i l l i o n  i n  l o s t  revenue.  I n  a l l  b r a c k e t s  below $13,000,  t h e  
t axpayer  w i l l  b e  pay ing  l e s s  i n  income t a x .  Above $19,000 t h e y  w i l l  beg in  
t o  pay more than  they  a r e  p r e s e n t l y  pay ing .  

Rep. D a s s i n g e r  took  o v e r  chai rmanship  w h i l e  Rep. Huennekens exp la ined  HB 287. 

Rep. Huennekens s a i d  HB 287, of which he  i s  s p o n s o r ,  p roposes  e l i m i n a t i n g  t h e  
s u r t a x  and r e v i s i n g  t h e  t a x  b r a c k e t s .  T h i s  b i l l  e l i m i n a t e s  t h e  s u r t a x ,  i n -  

c r e a s e s  t h e  d e d u c t i o n s  t o  $800, and i n c r e a s e s  t h e  number of 
IIOUSE BILL b r a c k e t s  and t h e  r a t e s .  The s e t u p  i n  t h i s  b i l l  would c a r r y  

t h e  top  b r a c k e t  f i g u r e  f o r  Montana purposes  t o  abou t  t h e  
287 bottom of t h e  f e d e r a l  b r a c k e t .  The l o s s  would be  abou t  $35 

m i l l i o n  i f  t h e  Department of Revenue p r o j e c t i o n s  a r e  c o r r e c t .  
1.t would i n c r e a s e  t h e  number of b r a c k e t s  by $3,000 inc rements  a t  t h e  bottom 
and g e t  l a r g e r  a s  i t  goes  up. 

Kep. Huennekens resumed chai rmanship .  

Rep. John Vincen t ,  D i s t r i c t  78 ,  G a l l a t i n  County, Bozeman, p r e s e n t e d  HB 256 
sponsored by him. He e x p l a i n e d  t h i s  b i l l  was submi t t ed  e a r l y  i n  t h e  s e s s i o n  

t o  p r o v i d e  some grounds  f o r  compromise. Th i s  b i l l  phases  
HOUSE BILL o u t  t h e  s u r t a x  over  a  th ree -year  p e r i o d  and g r a d u a l l y  i n -  I 

I 
c r e a s e s  t h e  d e d u c t i o n s  t o  a  f i n a l  f i g u r e  of $1,000.  He I 

2 5 6  emphasized t h a t  one of t h e  s t r o n g  p o i n t s  of t h i s  b i l l  w a s  
t h a t  i t  could  b e  a d j u s t e d .  Both t h e  phase-out of t h e  s u r t a x  

dnd t h e  i n c r e a s e  i n  d e d u c t i o n s  can be a l t e r e d  t o  meet a v a i l a b l e  income. H e  
a l s o  s t a t e d  t h a t  i t  would be p r o p e r  t o  a d d r e s s  e i t h e r  one o r  t h e  o t h e r ,  t h e  
committee may n o t  f i n d  i t  n e c e s s a r y  t o  amend bo th  f i g u r e s .  The s t r e n g t h  of 
HB 256 was t o  p r o v i d e  t h e  c o r n i t t e e  w i t h  some c h o i c e s .  He a l s o  p o i n t e d  o u t  
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t h a t  t h e r e  was no room f o r  n e g o t i a t i o n  i n  an o u t r i g h t  r e p e a l  of t h e  surtax. .  
He hoped t h e  committee d i d  n o t  f e e l  any o b l i g a t i o n  t o  a d h e r e  s t r i c t l y  t o  t h e  
t ime  p e r i o d s  mentioned i n  t h e  b i l l .  The b i l l  i s  f l e x i b l e  and i f  compromise 
i s  n e c e s s a r y ,  t h i s  b i l l  can e a s i l y  be a d j u s t e d .  

Rep. J a c k  Moore, D i s t r i c t  41,  Cascade County, p resen ted  HB 629 sponsored by 
him. T h i s  b i l l  would r e d u c e  t h e  s u r t a x  t o  0% of t h e  t a x p a y e r ' s  i n d i v i d u a l  

income t a x  l i a b i l i t y  a f t e r  December 31,  1978. R e c e i p t s  
HOUSE BILL shown on t h e  f i s c a l  n o t e  a t t a c h e d  would d e c r e a s e  abou t  9.9% 

i f  10% r e d u c t i o n  i s  a l lowed.  He s t a t e d  t h e r e  w i l l  be some 
629 s t a g g e r i n g  of income t a x  r a t e s .  T h i s  w i l l  a f f e c t  around 

390,000 i n d i v i d u a l  r e t u r n s  - 9-10-11,000 w i l l  have no income 
t a x  t o  pay a t  a l l .  

Rep. J a c k  Moore a l s o  p resen ted  HB 221, of which he  is  sponsor .  Every y e a r  
t h e  s t a n d a r d  d e d u c t i o n  i n  computing t h e  n e t  income is  10%.  T h i s  b i l l  a l l o w s  

a 15% d e d u c t i o n  of a d j u s t e d  g r o s s  income. The b i l l  would 
HOUSE BILL a l s o  i n c r e a s e  t h e  maximum s t a n d a r d  deduc t ion  from $500 t o  

$1,000. I n  t h e  c a s e  of a  husband and w i f e ,  t h e  deduc t ion  
221 would b e  $2,000 i n s t e a d  of t h e  $1,000 now al lowed.  He s a i d  

HB 221 would have a n e g a t i v e  f i s c a l  impact.  The e s t i m a t e d  
impact t o  t h e  g e n e r a l  fund would b e  $1.17 m i l l i o n  f o r  1978, $1.29 m i l l i o n  
f o r  1979, Impact t o  t h e  earmarked fund would be $751,000 f o r  1978, $827,000 
f o r  1979, $293,000 f o r  1.980 and $322,000 f o r  1981. The s i n k i n g  fund would 
be  n e g a t i v e l y  a f f e c t e d  by $149,000 and $152,000. 

There  were no q u e s t i o n s  from t h e  committee f o r  Rep. Moore s o  h e  was excused 
s o  h e  could  r e t u r n  t o  a n o t h e r  meet ing.  

Rep. Yard ley ,  D i s t r i c t  74,  Park  County, p r e s e n t e d  HB 151, which h e  sponsored.  
T h i s  b i l l  is  a n  a c t  t o  r e p e a l  t h e  10% s u r t a x  on t h e  i n d i v i d u a l  income t a x  

because  he  t h i n k s  t h i s  i s  t h e  most unpopular t a x  we have.  
HOUSE BILL He a l s o  po in ted  o u t  t h a t  t h i s  was n o t  t o  be a  permanent t a x .  

I n  1971  t h e r e  was a  40% s u r t a x  f o r  one year  on ly .  He f e e l s  
15 1 t h e  s u r t a x  i s  u n f a i r  because  i t  c o l l e c t s  more from t h e  tax-  

payer  t h a n  does  i n f l a t i o n .  He p o i n t e d  ou t  t h a t  t h e  t axpayer  
has  t o  e a r n  $10,000 now t o  l i v e  a t  t h e  same l e v e l  t h a t  he d i d  a  few y e a r s  ago 
when e a r n i n g  $5,000. The t axpayer  today i s  paying a lmost  t h r e e  t imes  a s  much 
t o  make enough money t o  keep t h e  same s t a n d a r d  of l i v i n g .  He urged t h e  com- 
m i t t e e  e i t h e r  recommend h i s  b i l l  o r  one of t h e  o t h e r s  r e p e a l i n g  t h e  s u r t a x .  

Rep, Wes Teague, D i s t r i c t  69,  Yellowstone County, co-sponsor of HB 1 5 1  spoke 
on b e h a l f  of t h e  b i l l .  He b e l i e v e s  most t a x p a y e r s  a r e  v e r y  consc ious  of t h e  
s u r t a x ,  e s p e c i a l l y  because  i t  is  t h e  l a s t  t h i n g  added on to  t h e i r  income tax. 
I f  t h i s  tax can be  e l i m i n a t e d  o r  a t  l e a s t  c u t  down, t h e  peop le  of t h e  s t a t e  1 
would be v e r y  consc ious  of such a  t a x  r e d u c t i o n .  H e  urged f a v o r a b l e  cons idera -  
t i o n  by t h e  committee.  - .- 
The committee now opened h e a r i n g s  on b i l l s  r e l a t i n g  t o  a n o t h e r  a s p e c t  of t h e  
income t a x  p e r s o n a l  exemptions .  

Rep. Keyser ,  D i s t r i c t  81 ,  Madison County, p r e s e n t e d  HB 11 of which h e  i s  
sponsor .  T h i s  bi.11 was drawn up t o  g i v e  t h e  t axpayers  a  long  overdue t a x  
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HOUSE BILL t a x  b r e a k .  There  has  been a  361% i n c r e a s e  i n  s t a t e  spend ing  
and a 252% i n c r e a s e  i n  p e r s o n a l  income. I n  t h i s  t i m e  t h e  

11 number of s t a t e  employees h a s  a lmost  doubled.  The income 
t a x  h a s  o u t s t r i p p e d  any r a i s e s  t h e  taxpayer  h a s  s e e n  i n  h i s  

income. The peop le  of Montana e i t h e r  want a  b r e a k  i n  income t a x e s  o r  a  c u t  
i n  government spend ing .  HB 11 would r a i s e  t h e  exemptions al lowed i n  comput- 
i n g  t a x a b l e  income from $650 t o  $1,000 and i n c r e a s e  t h e  minimum income re -  
qu i rements  f o r  f i l i n g  r e t u r n s  t o  $1,000 f o r  an i n d i v i d u a l  and $2,000 f o r  a 
j o i n t  r e t u r n  a f t e r  December 31,  1978. T h i s  b i l l  i s  geared t o  everyone,  b u t  
would p r i m a r i l y  h e l p  t h e  young f a m i l i e s  r a i s i n g  c h i l d r e n .  P r o p e r t y  t a x  
r e l i e f  d o e s n ' t  h e l p  them s i n c e  they  o f t e n  do n o t  own a  home o r  o t h e r  p r o p e r t y  
P r o p e r t y  t a x  h a s  gone up 114%. It i s  t i m e  we r e a l i z e  t h a t  t h e  peop le  want 
and need t a x  r e l i e f .  An i n i t i a t i v e  referendum i s  t h e  on ly  a l t e r n a t i v e .  The 
f i s c a l  n o t e  shows $38 m i l l i o n  l o s s  f o r  t h e  biennium. Rep. Keyser concluded 
s a y i n g  i t  h a s  been a long t i m e  s i n c e  exemptions were  r a i s e d  and such  a  move 
i s  long  overdue.  

Rep. Johnson asked i f  t h e  sponsor  would compromise on t h e  $1,000 r a i s e ,  and 
maybe go t o  $750 because  t h e  impact i s  s o  g r e a t .  Rep. Keyser s a i d  he  would 
n o t  a t t e m p t  t o  t e l l  t h e  committee how t o  do t h i s ,  b u t  compared t o  t h e  impact 
of i n f l a t i o n ,  $1,000 i s  s t i l l  n o t  enough. He chose  $1,000 because  h e  d i d  
n o t  t h i n k  t h e  committee would a c c e p t  a  h i g h e r  f i g u r e .  The t axpayer  l o o s e s  
more t h a n  t h i s  i n  h i s  t a k e  home pay t o  in£] -a t ion .  

Rep. Dass inger  p r e s e n t e d  HB 321 of which he  i s  c h i e f  sponsor .  Some amendments 
were proposed ( a t t a c h e d )  because  when t h e  b i l l  was drawn up h e  d i d  n o t  know 

what monetary amount shou ld  be used t o  p r o p e r l y  b e n e f i t  t h e  
HOUSE BILL whole s t a t e .  S i n c e  t h a t  t ime,  h e  h a s  l e a r n e d  t h a t  a  $44 

c r e d i t  f o r  each  a l l o w a b l e  dependency r e l a t i o n s h i p  claimed 
3  21 shou ld  r e p l a c e  t h e  c u r r e n t  $650 exemption. The e f f e c t  of 

t h i s  b i l l  would b e  a  z e r o  f i s c a l  impact.  I f  t h e  exemption 
i s  r a i s e d ,  a l l  t h e  committee h a s  t o  do i s  change t h e  monetary amounts. Th i s  
way everyone would b e  t r e a t e d  e x a c t l y  a l i k e .  The i n t e n t i o n  of t h i s  b i l l  i s  
t o  e l i m i n a t e  t h e  g r e a t e r  p e r s o n a l  exemptions al lowed h i g h e r  incomes by 
g i v i n g  everyone t h e  same t a x  c r e d i t .  The o r i g i n a l  $30 f i g u r e  i n  t h e  b i l l  
h a s  been changed t o  $44 t o  c o n t r o l  t h e  revenue e f f e c t .  

A handout  d e s c r i b i n g  t h e  e f f e c t  of t h i s  b i l l  on v a r i o u s  income l e v e l s  was 
g i v e n  t h e  committee members. He s t a t e d  t h a t  a $69 c r e d i t  would have t h e  
came e f f e c t  a s  a  $1,000 exemption. M r .  Wind, Department of Revenue, adv i sed  
t h e  i n t e n t i o n  beyond changing t h e  p e r s o n a l  exemption a l lowance i n t o  a  c r e d i t  
i s  because  t h e  p e r s o n a l  exemption a l lowance a l l o w s  persons  i n  t h e  h i g h e r  
b r a c k e t s  more than i t  does  t h e  lower b r a c k e t  incomes. The n o t i o n  of a  c r e d i t  
has  a r i s e n .  The $30 c r e d i t  shown i n  t h e  f i s c a l  n o t e  should be  abou t  $40.44 
c r e d i t  t o  be  e q u a l  t o  t h e  s t a n d a r d  deduc t ion .  A break  would be g i v e n  t o  
t h o s e  i n  t h e  lower b r a c k e t s  - about  11,000 would b e  paying h i g h e r  t a x e s  be- 
c a u s e  of being i n  h i g h e r  b r a c k e t s .  

Ed Nelson,  r e p r e s e n t i n g  t h e  Montana Taxpayers A s s o c i a t i o n ,  t h i n k s  t h a t  t h e  
number of b i l l s b e f o r e  t h e  L e g i s l a t u r e  i s  a  r a t h e r  c l e a r  i n d i c a t i o n  t h e r e  is  
an i n t e r e s t  i n  having some kind of change i n  t h e  way we t a x  income because  
t h e  way i t  i s  done i s  r e a l l y  d e g e n e r a t i n g  today i n  r e l a t i o n  t o  i n f l a t i o n .  
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T a x  r a t e s  h a v e n ' t  been r d i s e d ,  b u t  when peop le  t r y  t o  b e d t  i n f l a t i o n  and g e t  
d r a i s e ,  t h e  s t a t e  g e t s  t h e r e  f i r s t  w i t h  income t a x .  Of a l l  t h e  r e t u r n s  
f i l e d  i n  Montana, abou t  63% have incomes of $6,000 o r  l e s s ,  and they  pay 
15.5% of t h e  t a x  burden.  Incomes above $36,000 pay 12% of t h e  t o t a l  t a x ,  
b u t  t h e s e  a r e  o n l y  1 / 2  of 1% of a l l  t h e  r e t u r n s  i n  t h e  s t a t e .  It  i s  n i c e  
n o t  t o  t a x  t h e  p o o r ,  and p robab ly  many d o n ' t  g e t  t a x e d ,  and i t  i s  good t o  
t a x  t h e  r i c h ,  b u t  t h e r e  a r e n ' t  enough of them t o  go around,  s o  we a r e  t a l k -  
i n g  abou t  t h e  midd le  group.  

We d o n ' t  want t o  i n j u r e  t h e  o l d  f o l k s .  Sen io r  c i t i z e n s  a s  a c l a s s  a r e  t h e  
on ly  ones who have s t a y e d  even w i t h  i n f l a t i o n .  The young peop le  s t a r t i n g  
o u t  and r a i s i n g  k i d s  have problems. There  is  a  r e a l  need t o  t a k e  a  s e r i o u s  
look  a t  some k ind  of t a x  r e l i e f  f o r  them. From a  p e r s o n a l  angl-e,  t h e  s u r t a x  
is an anathema. The s u r t a x  i s  most unpopu la r  w i t h  everyone.  Something must 
be  done t o  s a t i s f y  p e o p l e  i n  terms of exemption. The v a l u e  of t h a t  today  is 
s i g n i f i c a n t l y  l e s s  t h a n  when i t  was adopted because  of i n f l a t i o n .  I do  
hope t h a t  when you make your f i n a l  d e l i b e r a t i o n ,  something h a s  been done t o  
b e n e f i t  t h e  i n d i v i d u a l  t a x p a y e r .  Montana Taxpayer A s s o c i a t i o n  members a r e  
g e n e r a l l y  composed of p e o p l e  who have p r o p e r t y .  T h e i r  su rvey  showed 90% 
wanted a d j u s t m e n t  of income t a x  a l though  they  a l l  pa id  p r o p e r t y  t a x  a l s o .  

There  were no  opponents  t o  HB 321. 

I n  c l o s i n g  Rep. Dass inger  s a i d  we would a l l  l i k e  t o  p rov ide  t a x  r e l i e f ,  b u t  
we have t o  b e  r e a l i s t i c .  We have t o  compromise and h e  f e e l s  h i s  b i l l  is  
t h e  v e h i c l e  f o r  t h i s  compromise. 

{ A e s t i o n s  from t h e  Committee - 

Kep. Wi l l i ams  asked M r .  Nelson what h e  though t  would b e  t h e  b e s t  way t o  
g i v e  some t a x  r e l i e f .  M r .  Nelson f e l t  t h e  b i g g e s t  problem wi.th h i s  c o n s t i -  
tuency seemed t o  be  p r o p e r t y  t a x e s  and government spend ing .  He s t a t e d  t h a t  
t o  c o l l e c t  p r o p e r t y  t a x e s  i s  v e r y  d i r e c t  and v i s i b l e  t o  t h e  t axpayer .  Income 
tax i s  n o t  a s  v is ib1.e  because  most of i t  i s  w i t h h e l d .  He h a s  a  r e a l  q u e s t i o n  
w i t h  t h e  government program p r o v i d i n g  homestead r e l i e f  because  t h i s  money 
comes d i r e c t l y  from t h e  income of t h e  t axpayer .  He f e e l s  t h a t  a m a j o r i t y  
who do  n o t  own t h e i r  own homes and r e n t ,  a r e  paying o u t  t o  t h e  p r o p e r t y  
owners. I t  is v e r y  u n f a i r  t o  make c o l . l e c t i o n s  through income t a x  and p u t  
i t  i n t o  t h e  Homestead Act .  I n  r e s p o n s e ,  Rep. Will iams s t a t e d  t h a t  he  could  
n o t  speak  f o r  o t h e r  d i s t r i c t s ,  bu t  i n  D i s t r i c t  70 ,  70% were home owners. 
Rep. Vincent  though t  from 63% t o  7 0 U n  h i s  d i s t r i c t  were home owners,  and 
dgreed t h a t  p r o p e r t y  t a x e s  would be  a  p roper  way t o  p r o v i d e  t a x  r e l i e f .  He 
d i d  n o t  t h i n k  i t  was a c c u r a t e  t o  s a y  t h a t  a  m a j o r i t y  of t h e  p e o p l e  a r e  n o t  
home owners,  e s p e c i a l l y  i f  you d i s c o u n t  t h e  s t u d e n t s  l i v i n g  i n  h i s  d i s t r i c t .  
H i s  b i l l  was i n t r o d u c e d  a s  a  s t a r t  i n  d e a l i n g  w i t h  t a x  r e l i e f  problems. 

Kep. Johnson asked who made up t h e  membership of t h e  Montana Taxpayers 
I s s o c i a t i o n .  M r .  Nelson e x p l a i n e d  t h a t  membership was b a s i c a l l y  t h e  b u s i n e s s  
communities of Montana, b u t  i t  a l s o  had t h e  income and p r o p e r t y  t a x p a y e r s '  
s u p p o r t .  They have abou t  2200 members. 

Kep. Wil l iams asked f o r  an e x p l a n a t i o n  of t h e  s t a t e m e n t  t h a t  s e n i o r  c i t i z e n s  
,Are t h e  o n l y  ones who have s t a y e d  w i t h i n  i n f l a t i o n .  Th i s  s t a t e m e n t  was based 
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on a n  a r t i c l e  pub l i shed  i n  N a t i o n a l  P u b l i c a t i o n s  which s a i d  t h e  peop le  
over  55 have  53% g r e a t e r  buying power t h a n  t e n  y e a r s  ago b e c a u s e  t h e i r  
income i s  n o t  taxed and i s  a d j u s t e d  f o r  i n f l a t i o n  - S o c i a l  S e c u r i t y  
b e n e f i t s  are p a r t  of t h e  h e l p .  

Rep. Huennekens s a i d  t h i s  buying power was n o t  much a f t e r  t a k i n g  c a r e  of 
t h e  b a r e  n e c e s s i t i e s  s i n c e  most s e n i o r  c i t i z e n s  have v e r y  s m a l l  incomes. 

Kep, Dass inger  a d v i s e d  most t a x p a y e r s  i n  t h e  s t a t e  make l e s s  t h a n  $2,000 
t a x a b l e  income, which abou t  what r e t i r e m e n t  i s  a t  age  55. 

Rep. Fabrega l i k e s  HB 11 because  i t  does  n o t  t a x  t h e  b a s i c  l i v i n g  expenses .  
9. Wind h a s  s t a t e d  t h a t  we can  t a x  peop le  on t h e  b a s i s  of b e n e f i t s  r e -  
c e i v e d ,  o r  on t h e  b a s i s  of t h e i r  a b i l i t y  t o  pay. He s e e s  no problem w i t h  
t h e  l e v e l  of t a x  exempt ions .  

Rep, R e i c h e r t  mentioned t h e  f i s c a l  impac t s  of t h e s e  b i l l s  r a n g e  from $38 
m i l l i o n  t o  $1.79 m i l l i o n .  She saw Rep.  inc cent's b i l l  a s  a  f l e x i b l e  way 
t o  phase  o u t  t h e  s u r t a x ,  which can then  b e  reviewed a g a i n  by t h e  n e x t  
s e s s i o n t  Any l e g i s l a t u r e  could  do  t h i s  - t h i s  b i l l  j u s t  p r o v i d e s  t h e  
v e h i c l e ,  

Kep. Wi l l i ams  a s k e d ,  i f  a f t e r  making a  c u t  i n  income tax,we would b e  l i k e l y  
t o  s e e  a  s t a t e - w i d e  m i l l  l e v y  t o  make up f o r  t h e  l o s s  t o  t h e  e d u c a t i o n  fund .  
Rep, Vincen t  agreed t h a t  t h i s  would p robab ly  be t h e  c a s e  - h e  d i d  n o t  t h i n k  
we cou ld  a f f o r d  t o  jump from a $650 exemption t o  a  $1,000 exemption. 

Rep. W i l l i a m s  asked M r .  Nelson how he though t  we cou ld  keep t h e  school. fund 
p r o p e r l y  funded.  M r .  Nelson r e p l i e d  t h a t  i f  a t  t h e  bottom l i n e  we have f a i l e d  
t o  fund t h e  s c h o o l  f o u n d a t i o n  program and have f a i l e d  t o  g i v e  tax r e l i e f ,  t h i s  
w i l l  be a  main p o i n t  of p u b l i c  c r i t i c i s m .  The t a x p a y e r s  d o n ' t  want a  d e f i c i e n c y  
l e v y ,  b u t  do want some k ind  of tax r e l i e f .  There  ought t o  be  no  g r e a t e r  impact  
on p r o p e r t y  t a x e s  because  of income t a x  r e l i e f .  

Rep. Vincent  f e e l s  t h e  peop le  of Montana a r e n ' t  c r y i n g  f o r  mass ive  tax r e l i e f  - 
they want a n  i n d i c a t i o n  t h a t  t h e  l e g i s l a t o r s  r e c o g n i z e  i t  is  a  problem. Now 
i s  t h e  t ime  t o  a d d r e s s  t h i s  problem w i t h  some mi ld  form of r e l i e f .  Most peop le  
who a r e  concerned abou t  t h i s  a r e  working today and t h i s  i s  t h e  r e a s o n  t h e r e  
a r e  s o  few proponen t s  a t  t h i s  meet ing today.  

Kep. Fagg asked i f  peop le  were  more concerned abou t  income t a x  r e d u c t i o n  o r  
l e s s  government. M r .  Nelson t h i n k s  t h e r e  is  p robab ly  more concern  f o r  t h e  
amount of government spend ing .  To approach t h i s  f a i r l y ,  we a r e  go ing  t o  have 
t o  approach t h e  problem by l o o k i n g  a t  a l l  a r e a s .  

Rep. H i r s c h  though p robab ly  most t a x p a y e r s  would l i k e  t o  s e e  a  s u b s t a n t i a l  
r e d u c t i o n  i n  government and a r e  l o o k i n g  t o  t h e  l e g i s l a t u r e  and c o n g r e s s  t o  
L i m i t  t h i s  growth.  The power of p r e s s u r e  groups  i s  s t r o n g ,  b u t  a s  a  g e n e r a l  
group he f e e l s  peop le  were  f o r  less government. 

Should HB 501 p a s s ,  paperwork would n o t  c o s t  any more than  a t  p r e s e n t  a l t h o  
f i g u r e s  would have t o  b e  r e v i s e d  every  y e a r  w i t h  a  new s e t  of i n s t r u c t i o n s .  

I t  was f e l t  by M r .  Nelson t h a t  should  a t a x  c u t  be  r e a l i z e d ,  t h e  money cou ld  
be used n o t  s o  much t o  c u t  government,  b u t  t o  r e s t r a i n  growth. 
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EXECUTIVE SESSION 

HOUSE BILL 471 - Rep, Fabrega moved t h a t  HB 471 DO PASS, He t h e n  moved 
proposed amendments b e  adop ted .  Amendments were  adopted unanimously ,  Reps,  
Nord tved t ,  L i e n ,  H a r r i n g t o n  were a b s e n t ,  Motion t o  Do P a s s  c a r r i e d  w i t h  Rep, 
S i v e r t s e n  v o t i n g  No. Same members were a b s e n t .  

HOUSE JOINT RESOLUTION 44 Y Rep, Dozier  moved HJR 44 DO PASS, He t h e n  moved 
proposed amendments b e  adop ted ,  Rep. Johnson v o t e d  no on amendments sugges t -  
i n g  t h a t  24 c a s e s  is t o o  few f o r  s a l e s  promot ing purposes .  Amendments were 
adop ted .  HJR 44 AS AMENDED DO PASS mot ion c a r r i e d  w i t h  No Noes. Rep. Fagg 
was a b s e n t .  (Proposed amendments a t t a c h e d )  

HOUSE BILL 6 3 1  was b rough t  up f o r  d i s c u s s i o n .  Rep. B u r n e t t  s a i d  HB 631 w i l l  
n o t  t a k e  away any revenue  and i n  t u r n  w i l l  d e c r e a s e  t h e  s t a t e  c o s t  of s t a t e  
employees p l u s  t h e  f a c t  t h a t  you wouldnCt  have t h e  i n v e n t o r y  t o  c a r r y  and 
ough t  t o  be  a l l  of t h i s  i n  t h e  p a r t i c u l a r  amendments a v a i l a b l e  t o  be  p r i n t e d  
i f  s o  d e s i r e d ,  We would l i c e n s e  t h e  v a r i o u s  package s t o r e s  and would maybe 
add $100,000 t o  i t .  

T h i s  b i l l  was heard  i n  Bus iness  and I n d u s t r y  House Committee. It is  t r y i n g  
t o  t a k e  t h e  s t a t e  o u t  of t h e  l i q u o r  b u s i n e s s ,  Labor u n i o n s  and r e t a i l  c l e r k s  
w r e a g a i n s t  t h i s  b i l l  when hea rd  i n  B & I .  Liquor  s t o r e s  were t h i n k i n g  abou t  
s t r i k i n g  a w h i l e  back.  D o n ' t  know i f  t h e y  can u s e  t h i s  p a r t  of t h e  l i q u o r  
r evenue  t o  make a d j u s t m e n t s  o r  n o t .  

Rep, Fabrega asked a r e  you s a y i n g  we could  save  $9 m i l l i o n  a t  t h i s  t ime?  
Rep. B u r n e t t  w a s  n o t  s a y i n g  what could  be saved .  T h i s  d o e s n ' t  r e f l e c t  t h e  
l i c e n s i n g  of t h e  l i q u o r  s t o r e s .  Rep, Huennekens asked what would t h e  g r o s s  
r evenue  be .  Could w e  f i n d  o u t  what t h e  p r o f i t  i s ?  Rep. B u r n e t t  s a i d  t h i s  
makes abou t  $ 2 2  m i l l i o n  and a f t e r  d e d u c t i n g  t h i s  amount from i t ,  i t  b r i n g s  
i n  a n  approximate  p r o f i t  of $16-17 m i l l i o n  t o  t h e  s t a t e .  

Rep. Fabrega  s a i d  i f  we go t o  wholesa le  o n l y ,  o b v i o u s l y  w i l l  b e  s e l l i n g  f o r  
a  l o t  l e s s  and t h e  revenue  w i l l  d r o p  by p robab ly  $4.3 m i l l i o n  o r  more. Rep. 
B u r n e t t  s a i d  wine a l o n e  had a n  81% markup and have t o  d i v o r c e  wine from t h i s  
and t h i s  makes i t  d i f f i c u l t  t o  do.  Rep. Huennekens asked i f  t h e  committee 
shou ld  w a i t  and s e e  how t h e  wine d e a l  works o u t ,  Rep. Dass inger  s a i d  h e  can 
s e e  o n l y  a  r evenue  l o s s  i n  t h i s  u n l e s s  l i q u o r  p r i c e s  a r e  r a i s e d .  U n t i l  we 
g e t  a  d e t a i l e d  r e p o r t  on t h i s  a s  t o  what l o s s  t h i s  b i l l  would c a u s e  t h e  s t a t e  
i t  might be  b e s t  t o  w a i t .  

Rep. S i v e r t s e n  would l i k e  t o  have a  l i t t l e  more i n f o r m a t i o n .  When we s t a r t  
t a l k i n g  a b o u t  a  l o s s  t o  t h e  s t a t e ,  we d o n ' t  know where we g o t  t h e  i d e a  t h a t  
t h e  s t a t e  can run  a  b u s i n e s s  b e t t e r  t h a n  p r i v a t e  e n t e r p r i s e .  He t h i n k s  t h e  
peop le  want t h e  s t a t e  t o  g e t  o u t  of t h e  l i q u o r  b u s i n e s s  and g i v e  i t  t o  p r i v a t e  
e n t e r p r i s e .  Rep. B u r n e t t  mentioned t h e r e  h a s  been some d i s c u s s i o n  abou t  
abuse  of d r i n k i n g  i n  l i q u o r  s t o r e s .  Rep. Johnson commented peop le  can  g e t  
cheaper  l i q u o r  i n  l i q u o r  s t o r e s  t h a n  i n  p r i v a t e  b u s i n e s s ,  and asked what i s  
wrong w i t h  t h e  s ta te  b e i n g  i n  t h e  l i q u o r  b u s i n e s s .  Rep. B u r n e t t  added t h a t  
when a  s t o r e  d o e s n ' t  make money under  s t a t e  management, i t  makes t h e  s t o r e  
i n t o  a commission s t o r e  and then  t h a t  s t o r e  makes money. 

Rep. Huennekens p r e s e n t e d  t h e  committee w i t h  a  p r o p o s a l  f o r  a new committee 
b i l l  t h a t  would a l l o w  t h e  s t a t e  t o  i s s u e  and s e l l  n o t e s  i n  a n t i c i p a t i o n  of 
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t a x e s  and revenues  a p p r o p r i a t e d  f o r  e x p e n d i t u r e  d u r i n g  a f i s c a l  y e a r .  H e  
exp la ined  s t a t e  income f l u c t u a t e s ,  d isbursement  a l s o  f l u c t u a t e s  because  of 
t h e  e d u c a t i o n  fund. We have had a  v e r y  h e a l t h y  s u r p l u s  i n  t h e  budge t ,  b u t  
t h e r e  w i l l  be low p o i n t s  of a  n e g a t i v e  amount of $40 m i l l i o n  i n  t h e  s t a t e  
budget .  H i s t o r i c a l l y  t h e  s t a t e  had handled t h i s  by borrowing from a n o t h e r  
fund i n  t h e  s t a t e  p o r t f o l i o  - shor t - t e rm p o r t f o l i o s .  Short-term l e n d i n g  i s  
up t o  q u i t e  h i g h  r a t e s .  The s t a t e  i s  g e t t i n g a s m u c h  a s  13-14%. I f  t h e  
s t a t e  u s e s  t h a t  money t o  hand le  r e g u l a r  s t a t e  expenses  i t  h a s  t o  l o s e  t h a t  
amount of i n t e r e s t .  An a l t e r n a t e  r o u t e  t h e  s t a t e  can use  i s  t a x  a n t i c i p a -  
t i o n  bonds - s h o r t - t e r m  m a t e r i a l  - most ly  s i x  months. They a r e  s o l d  a t  
5-6% i n t e r e s t  and a r e  t a x  exempt. The s t a t e  can borrow t h a t  money a t  5 1 / 2 %  
and lend  i t  o u t  a g a i n  a t  11 and 12%.  The s t a t e  could  cover t h e s e  cash  f l o w  
d e f i c i t s  by t h i s  medium. By s e l l i n g  t a x  a n t i c i p a t i o n  bonds a t  5 1/2-6% 
and l e n d i n g  a t  11 and 122,  t h e  s t a t e  would be making a  5% d i f f e r e n t i a l  and 
would n o t  be l o s i n g  t h e  10-11-12% t h a t  i t  would be l o s i n g  o t h e r w i s e .  
H e  would l i k e  t o  i n t r o d u c e  a  b i l l  t o  a l l o w  t h e  s t a t e  t o  go i n t o  t h i s  bond 
i s s u e .  

Meeting adjourned a t  11:30 a.m. 




