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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 434, C a p i t o l  B u i l d i n g ,  a t  8:30 a . m . ,  
March 19 ,  1979, by Vice-chairman E r n i e  Dass inger .  R e p r e s e n t a t i v e s  V i c k i  
Johnson and H e r s h e l  Robbins were  a b s e n t .  Some members were l a t e .  Randy 
McDonald, s t a f f  a t t o r n e y  was p r e s e n t .  

S e n a t e  b i l l  369 and House b i l l s  909 and 912 were t o  be heard.  

S e n a t o r  Greg J e r g e s o n ,  D i s t r i c t  3 ,  B l a i n e  County, p resen ted  SB 369 of which 
h e  is  c h i e f  sponsor .  He exp la ined  t h a t  t h i s  was a house-cleaning b i l l  re- 

l i e v i n g  t h e  county t r e a s u r e r s  of a d m i n i s t r a t i o n  of t h e  Home- 
SENATE BILL s t e a d  Tax R e l i e f  Act. D i r e c t  payment coming from t h e  s t a t e  

w i l l  f r e e  up county funds  now b e i n g  a p p l i e d  t o  a d m i n i s t r a t i o n  
3 69 of t h i s  a c t .  The b i l l  a l s o  makes i t  c l e a r  t h a t  i f  t h e  l e g i s -  

l a t u r e  does  n o t  fund t h e  program, t h e  c o u n t i e s  cannot  be  he ld  
l i a b l e .  I t  d o e s  n o t  d e t e r m i n e  whether  i t  w i l l  b e  funded - t h a t  w i l l  b e  
dec ided  s e p a r a t e l y .  

Dean Z innecker ,  D i r e c t o r  of Montana A s s o c i a t i o n  of Count ies ,  r o s e  i n  s u p p o r t  
of SB 369, s a y i n g  i t  i t  r i d i c u l o u s  t o  pu t  on e x t r a  h e l p  t o  a d m i n i s t e r  t h e  
program. He asked f o r  t h e  commit tee ' s  s u p p o r t .  

There  were no o t h e r  p roponen ts  o r  opponents.  Sen. J e r g e s o n  c l o s e d  s a y i n g  
h e  would answer any q u e s t i o n s  from t h e  committee. 

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

Rep. R e i c h e r t  asked abou t  t h e  p rocedure  f o r  a p p l y i n g  f o r  Homestead Tax 
R e l i e f .  It was exp la ined  t h a t  a p p l i c a t i o n s  would be  ob ta ined  from t h e  coun ty  
a s s e s s o r .  I t  would be up  t o  t h e  t axpayer  t o  t a k e  t h e  i n i t i a t i v e  i n  a p p l y i n g  
f o r  t h e  r e f u n d .  

Rep. Wil l iams asked abou t  r e f u n d s .  It  was exp la ined  t h a t  t h i s  b i l l  p r o v i d e s  
t h e  r e f u n d  be  s e n t  f r o m  t h e  Department of Revenue. There  is a n o t h e r  w i l l  
which would a p p l y  i t  a s  a c r e d i t  t o  t h e  p e r s o n a l  income t a x .  SB 369 p r o v i d e s  
t h e  t a x p a y e r  w i l l  be refunded w i t h  a check. 

Rep. Fabrega w a s  concerned t h a t  a p p l i c a t i o n  t i m e  h a s  t o  b e  by J u l y  30. He 
sugges ted  t h e  forms be  a v a i l a b l e  on a y e a r  round b a s i s .  Sen. J e r g e s o n  under- 
s tood  t h e  forms were a v a i l a b l e  y e a r  round. 

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 SB 369. 

Rep, Kenneth Nord tved t ,  D i s t r i c t  7 7 ,  G a l l a t i n ,  p r e s e n t e d  HB 909 which i s  a 
House T a x a t i o n  Committee b i l l .  He exp la ined  t h i s  i s  a b i l l  t h a t  would i n c r e a s e  

t h e  C o r p o r a t i o n  L i c e n s e  Tax a c r o s s  t h e  board from 6.75% t o  7%. 
HOUSE BILL He f u r t h e r  exp la ined  t h a t  every  .25% i n c r e a s e  raises about  

$ 1  m i l l i o n  p e r  y e a r .  He was concerned when he  l e a r n e d  t h a t  
909 t h e  c o r p o r a t i o n  L icense  t a x  was a revenue  l o s s .  T h i s  b i l l  is 
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an a t t e m p t  t o  keep t h e  revenue coming i n t o  t h e  g e n e r a l  fund i n  t h e  same 
amount a s  had been a n t i c i p a t e d .  I f  t h e  revenue  i s  n o t  p icked up t h i s  way, 
i t  i s  made up by t h e  p e r s o n a l  income taxpayer  th rough  l e s s  r e l i e f  and l e s s  
b e n e f i t s .  Rep. Nord tbed t e x p l a i n e d  t h a t  c o r p o r a t e  t a x e s  have n o t  been 
a f f e c t e d  t h e  same way t h e  p e r s o n a l  income t a x e s  have been by i n f l a t i o n .  He 
concluded s a y i n g  t h i s  b i l l  i s  n e c e s s a r y  t o  keep t h e  p r e s e n t  p e r c e n t  t h e  
same a s  i t  w a s  p r i o r  t o  changing t h e  t a x  base .  

Commit t e e  d i s c u s s i o n  on t h e  b i l l  - 

Rep. Wi l l i ams  s a i d  i f  we a r e  go ing  t o  c o n s i d e r  r a i s i n g  t h e  c o r p o r a t e  l i c e n s e  
t a x  a c r o s s  t h e  board ,  h e  wan t s  t o  c r e a t e  a  l i t t l e  more e q u i t y  i n  t a x i n g  
c o r p o r a t i o n s .  When c o r p o r a t i o n  l i c e n s e  t a x e s  a r e  r a i s e d  a c r o s s  t h e  board ,  
t h e r e  i s  t h e  i n e q u i t y  t h a t  t h o s e  c o r p o r a t i o n s  t h a t  pay t h e  i n v e n t o r y  t a x  b e  
g iven  c r e d i t  and i n c r e a s e  t h e  l e v e l  t o  whatever  p e r c e n t a g e  i s  n e c e s s a r y  and 
g i v e  t h e  c o r p o r a t i o n s  c r e d i t  f o r  i n v e n t o r y  t a x e s .  

Rep. Huennekens mentioned t h e  i n v e n t o r y  t a x  i s  a  l o c a l  t a x  and t h e  c o r p o r a t e  
t a x  i s  a  s t a t e  t a x .  

Rep. L ien  s a i d  t h o s e  pay ing  i n v e n t o r y  t a x  a r e  paying v e r y  l i t t l e  c o r p o r a t i o n  
l i c e n s e  t a x  and o t h e r s  a r e  pay ing  no i n v e n t o r y  t a x  a r e  n o t  pay ing  h i g h  corpo- 
r a t i o n  t a x .  He f e e l s  t h o s e  pay ing  l a r g e  i n v e n t o r y  t a x  should  be  g iven  
c r e d i t  f o r  t h i s  t a x  i n  o r d e r  n o t  t o  u p s e t  a n  e q u i t a b l e  b a l a n c e .  

Rep. Fabrega s a i d  i t  i s  n e c e s s a r y  t o  f i g u r e  o u t  how t o  do t h e  same t h i n g  
w i t h  p a r t n e r s h i p s  and i n d i v i d u a l  b u s i n e s s e s  and t h a t  i s  n o t  a s  easy  t o  do 
a s  i t  i s  i n  r a i s i n g  a  c o r p o r a t i o n  l i c e n s e  t a x .  The i d e a  i s  t o  e q u a l i z e  
c o r p o r a t i o n  t a x  f o r  a  g i v e n  volume of b u s i n e s s  who pay s o  much t a x  whether  
o r  n o t  t h e y  pay an i n v e n t o r y  t a x  o r  a  c o r p o r a t i o n  t a x .  Grocery  s t o r e s  have 
a  v e r y  h i g h  i n v e n t o r y  t a x .  

Kep. Wi l l i sma  f e e l s  an  i n e q u i t y  e x i s t s  i n  f o r c i n g  t h e  c o r p o r a t i o n  t o  pay 
l i c e n s e  t a x  and i n v e n t o r y  t a x e s  a s  w e l l .  

Ed Nelson,  Montana Taxpayer ' s  A s s o c i a t i o n ,  r o s e  i n  o p p o s i t i o n  t o  t h e  b i l l  
s a y i n g  t h a t  a t  t h e  p r e s e n t  r a t e s  of b u s i n e s s  t a x a t i o n ,  Montana i s  w e l l  above 
a t y p i c a l  s t a t e  i n  t h e  n a t i o n .  I f  t h e  committee a c c e p t s  t h i s  p r o p o s a l ,  
Montana w i l l  b e  above a l l  b u t  16 s t a t e s .  The c o r p o r a t i o n  t a x  is t a l k i n g  
abou t  t h e  whole economic base  of t h e  s t a t e ,  and p l a c i n g  a n  i n c r e a s e d  burden 
on them. He reminded t h a t  when d i v i d e n d s  a r e  d e c l a r e d ,  t h a t  i.s o r d i n a r y  
income and t a x e s  a r e  p a i d  on t h a t .  He concluded,  s a y i n g  i t  would b e  w i s e  
t o  l e t  t h i s  b i l l  s t a y  r i g h t  where i t  i s  - i n  committee.  

J a n e l l e  F a l l a n ,  Montana Chamber of Commerce, commented on a l l  t h e  good t h i n g s  
t h e  l e g i s l a t u r e  h a s  done t o  encourage economic growth.  However, s h e  s t a t e d ,  
HB 909 wipes  a l l  t h i s  o u t  a l l  t h e  good t h i n g s  by imposing a lmos t  a  1 / 4 2  
i n c r e a s e ,  amounting t o  a lmos t  $25 m i l l i o n .  T h i s  r e p r e s e n t s  a  117% i n c r e a s e  
i n  t h e  l a s t  5 y e a r s .  When b u s i n e s s e s  a r e  asked t o  pay more t a x e s ,  t h e  money 
has  t o  come from somewhere. Anyway you l o o k  a t  i t ,  t h e  consumer pays .  She 
urged t h e  committee recommend do n o t  p a s s  on t h i s  b i l l .  
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Gerald  T. Niels, Montana Logging A s s o c i a t i o n ,  rose i n  o p p o s i t i o n  t o  HB 909. 
Ile f e e l s  t h i s  i s  n o t  t h e  s e a s o n  f o r  t a x  i n c r e a s e s .  P r o p o s i t i o n  "1" w a s  
adopted i n  Idaho and a  comparable  t a x  caused a  l o t  of t r o u b l e  and made f o r  
many r u l e s  and r e g u l a t i o n s .  P e o p l e  were  l o o k i n g  forward t o  t a x  d e r e a s e s .  
He recommended t h a t  t h e  committee do n o t  p a s s  t h i s  b i l l .  

Ross Cannon, Montana Sav ings  and Loan League, asked t h e  committee t o  l o o k  
a t  t h e  c o r p o r a t i o n  t a x  s t r u c t u r e  under t h e  f e d e r a l  sys tem which i s  t o  s e t  
a lower  r a t e  on t h e  bot tom end of t h e  c o r p o r a t e  s c a l e .  Perhaps  a  m u l t i -  
t i e r e d  r a t e  s t r u c t u r e  on t h e  lower  end of t h e  c o r p o r a t e  scale f o r  t h o s e  
k i n d s  of c o r p o r a t i o n s ,  such  a s  Subchapter  S, because  s o  many t i m e s  p e o p l e  
a r e  c o r p o r a t i o n s .  He sugges ted  t h a t  w i t h  new language ,  when we come t o  
t h e  end ,  t h i s  b i l l  may be t h e  o p p o r t u n i t y  t o  l o o k  a t  t h e  r a t e  t h a t  would 
b a l a n c e  o f f  t h e  revenue  r e q u i r e m e n t s  t h a t  may b e  n e c e s s a r y .  Might a l l o w  
a reserve f o r  bad d e b t s  on a l l  c o r p o r a t i o n s .  It may b e  t h a t  you could  set 
a t o p  r a t e  and g i v e  p a r t i c u l a r l y  s m a l l  c o r p o r a t i o n s  some b e n e f i t s  i n  t h i s  
b i l l  t h a t  might  b e  a  means of p r o v i d i n g  t a x  r e l i e f .  

L a r r y  Jluss, Montana Motor C a r r i e r s  and Montana C o n t r a c t o r s ,  AGC, s a i d  w e  
a r e  a l l  t a l k i n g  abou t  t a x  r e l i e f ;  b u t  today ,  l e s s  t h a n  a  week b e f o r e  t h e  
t r a n s m i t t a l  d a t e ,  a  b i l l  i s  i n t r o d u c e d  t o  r a i s e  t a x e s .  H e  f e l t  i t  was 
p remature  of t h e  committee t o  b e  working on such a  m a t t e r  w i t h  such  a s h o r t  
t ime  l e f t .  He d i d  n o t  f e e l  t h a t  t h e  committee had t h e  t ime t o  g i v e  t h i s  
b i l l  s e r i o u s  c o n s i d e r a t i o n  and t o  h e a r  a d e q u a t e l y  from a l l  t h e  peop le  t h a t  
would be  e f f e c t e d .  H e  sugges ted  t h e  committee look  a t  t h i s  d u r i n g  t h e  
i n t e r i m  o r  a t  t h e  b e g i n n i n g  of t h e  n e x t  s e s s i o n .  He hoped t h e  committee 
would e i t h e r  t a b l e  o r  k i l l  HB 909. 

J im Mockler ,  Montana Coa l  C o u n c i l ,  was n o t  s u r e  of t h e  s t a t u s  of HB 909, 
bu t  asked t o  be  recorded  i n  o p p o s i t i o n  t o  t h e  b i l l .  He made r e f e r e n c e  t o  
t h e  r e p o r t e d  $ 2 8  m i l l i o n  found somewhere t h a t  had n o t  p r e v i o u s l y  been known 
abou t .  H e  concluded s a y i n g  t h a t  h e  opposed t h i s  b i l l .  

Don A l l e n ,  Montana Pe t ro leum A s s o c i a t i o n ,  mentioned t h a t  many peop le  b e l i e v e  
t h a t  p u t t i n g  i t  t o  t h e  b i g  guy w i l l  n o t  h u r t  t h e  l i t t l e  guy. There  i s  a 
c e r t a i n  amount of c o n t r o l  b u i l t  i n  now a s  t o  how f a r  a  p r o j e c t  goes .  New 
d i s c o v e r i e s  a r e  made by s m a l l  i ndependen t s .  Even though t h e  c o r p o r a t i o n  
t a x  i s  t h e  s m a l l e s t  of t h e  s i x  p a i d ,  t h e  impact  i s  t h e r e .  Montana needs  
c a p i t a l  t o  l o o k  f o r  o i l  and g a s .  Other  c o u n t i r e s  a r e  s a y i n g  t o  us  t h a t  
they  w i l l  s e l l  u s  o i l  and gas ,  b u t  a t  t h e i r  own h i g h e r  p r i c e s .  T h i s  is 
s imply one more red  f l a g  and one more reason  f o r  i n v e s t o r s  t o  i n v e s t  e l s e -  
where. Montana is  a l r e a d y  a  n e g a t i v e  word a s  f a r  a s  where you p u t  your 
money. N i n e t y - f i v e  p e r c e n t  of t h e  c a p i t a l  coming i n t o  Montana comes from 
o u t - o f - s t a t e  i n v e s t o r s .  

John Delano,  Montana R a i l r o a d  A s s o c i a t i o n ,  s t a t e d  t h a t  h i s  a s s o c i a t i o n  
would oppose HB 909. 

Rep. Nordtvedt  s a i d  t h i s  b i l l  i s  t o  p r e v e n t  a  t a x  s h i f t  from c o r p o r a t i o n s  
o n t o  t h e  s m a l l  pe r son .  Montana i s  11.-12 from t h e  t o p  i n  p e r s o n a l  income 
t a x .  The w o r s t  p o i n t  i n  t h a t  t a x  s t r u c t u r e  i s  t h e  p e r s o n a l  income tax. 
Th i s  b i l l  i s  des igned  t o  p r o v i d e  a s  much r e l i e f  as p o s s i b l e  f o r  t h e  p e r s o n a l  
income t a x p a y e r .  Nine months of i n f l a t i o n  h a s  d r i v e n  up t h e  pe r sona  income 
tax 3.7%. I n f l a t i o n  is  growing a t  abou t  5-6% e v e r y  y e a r  and we a r e  n o t  

f o c u s s i n g  on b u s i n e s s  i n  t h i s .  The b i l l  i s  l a t e ,  b u t  t h e  impac t  is  abou t  
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$1 m i l l i o n .  There  a r e  problems w i t h  t h e  p r o p e r t y  t a x  s t r u c t u r e ,  b u t  t h e r e  
a r e  more s e r i o u s  ones  w i t h  p e r s o n a l  income t a x  s t r u c t u r e  and we are n o t  
t r e a t i n g  businessmen unduly  h a r s h l y  h e r e .  Whatever i s  p rov ided ,  we shou ld  
make s u r e  i t  goes  a l l  around and d o e s n ' t  make t h e  ones  a t  t h e  end of t h e  
l i n e  have t o  make up any d i f f e r e n c e .  C r e d i t  t o  i n v e n t o r y  g r a d u a t e d  o r  
c o r p o r a t e  t a x  sys tem a r e  worthy of s t u d y  and c o n s i d e r a t i o n .  C o r p o r a t i o n s  
have t o  pay t a x e s  on i t s  income and i f  any income i s  d i s t r i b u t e d  t o  any 
s t o c k h o l d e r s ,  t h e y  have t o  pay income t a x  on t h a t  and t h a t  makes f o r  d o u b l e  
t a x a t i o n .  T h i s  b i l l  t r ies t o  make a s  much money a s  p o s s i b l e  f o r  t h e  pe r son  
a t  t h e  end of t h e  l i n e .  

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

Rep, Wi l l i ams  asked M r .  Nelson i f  t h e  i n v e n t o r y  t a x  now p a i d  by c o r p o r a t i o n s  
i s  d e d u c t i b l e  from income. Income is  o r d i n a r i l y  t axed  a f t e r  t a x e s  a r e  deduc ted .  
Rep. Nordvedt e x p l a i n e d  i n v e n t o r y  t a x  i s  an o r d i n a r y  b u s i n e s s  expense  i n  com- 
p u t  i n g  income. 

Rep. Fabrega asked i f  t h e  c o r p o r a t e  l i c e n s e  t a x  is  paid  on income p r e v i o u s  
t o  f i g u r i n g  f e d e r a l  t a x .  It  a p p l i e s  b e f o r e  t h e  f e d e r a l  t a x  s o  i n  e f f e c t  i t  
i s  taxed a t  13 .5% of t h e  n e t  income. An i n d i v i d u a l  g e t s  t o  deduc t  f e d e r a l  
t a x ,  b u t  a  c o r p o r a t i o n  does  n o t  g e t  t o  deduc t  t h i s  from s t a t e  income t a x  o r  
f o r  f i g u r i n g  c o r p o r a t e  l i c e n s e  t a x .  

Hear ing  was c l o s e d  on HB 909. 

Kep. Fabrega e x p l a i n e d  HB 912 which was a  b i l l  i n t r o d u c e d  by t h e  House Taxa- 
t i o n  Committee. HB 912 would e l i m i n a t e  t h e  t a x  c r e d i t  a u t i l i t y  may c l a i m  

f o r  energy c o n s e r v a t i o n  l o a n s  a u t h o r i z i n g  banks t o  make l o a n s  
HOUSE BILL on s o l a r  sys tems a t  7 %  i n t e r e s t  r a t e .  The u t i l i t y  would b e  

a b l e  t o  c l a i m  a  c r e d i t  f o r  t h e  d i f f e r e n c e  between t h e  p r e s e n t  
912 t a x  r a t e  of abou t  11.-12% a s  a  c r e d i t  a g a i n s t  t h e i r  c o r p o r a t i o n  

l i c e n s e  t a x .  I f  you have a  5 p e r c e n t a g e  p o i n t  d i f f e r e n t i a t i o n ,  
you can g e t  i n t o  1 ,000  l o a n s  a t  $10,000 which i s  t h e  amount you would have t o  
have t o  b u i l d  a  f u n c t i o n i n g  s o l a r  sys tem,  you would have $10 m i l l i o n .  There  
would be a 5% d i f f e r e n t i a t i o n .  S i n c e  t h o s e  a r e  long-term l o a n s ,  i t  i s  p o s s i b l e  
t h a t  $5 m i l l i o n  might  b e  w r i t t e n  o f f .  E igh ty  p e r c e n t  go ing  t o  t h e  l o c a l  govern- 
ment i s  e l i m i n a t e d .  It might  be  a  much b i g g e r  impact than  any of u s  have 
a n t i c i p a t e d .  I f  t h e  s o l a r  sys tems  were developed i n  Montana, you would have 
j o b s  i n c r e a s e d ,  e t c . ,  and t h a t  a p p l i e s  t o  r o l l o v e r  advan tages .  T h i s  c o u l d  b e  
g i v i n g  a  s u b s t a n t i a l  c r e d i t  t o  o u t - o f - s t a t e  i n v e n t o r s .  There  i s  n o t  a s  much 
markup i n  c o n s t r u c t i o n  a s  might b e  t h o u g h t ,  s o  you a r e  g i v i n g  a  s u b s t a n t i a l  
c r e d i t  on $15 m i l l i o n  worth  of wages and $1,000 of p r o f i t .  The r e s t  i s  p a i d  
t o  o u t - o f - s t a t e  manufac tu re r s .  

The c o s t  of c o r p o r a t i o n  l i c e n s e  t a x e s  i n  a  y e a r  a s  w r i t e - o f f  would b e  abou t  
$5 m i l l i o n .  Would i n v i t e  t h e  f i n a n c i a l  i n s t i t u t i o n s  t o  make low i n t e r e s t  
l o a n s ,  b u t  n o t  c l a i m  t h e  d i f f e r e n c e  and t h a t  way t h e y  could  p a r t i c i p a t e .  
T h i s  i s  t h e  same a s  n o t  o f f e r i n g  any f i n a n c i n g .  I f  t h e  u n i t s  were  comple te ly  
manufactured i n  Montana, thi .s  would app ly  d i f f e r e n t l y .  With 80% go ing  t o  t h e  
l o c a l  government and 20% t o  t h e  s t a t e ,  t h e  burden of t h i s  b i l l  would m o s t l y  
f a l l  on t h e  county and c i t i e s .  
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Opponents; 

Rep. Danie l  Kemmis, D i s t r i c t  94 ,  Missoula ,  w a s  t h e  sponsor  of t h e  b i l l  now 
be ing  amended which was passed i n  1975. I t  took a  long t ime t o  g e t  t h e  
u t i l i t i e s  i n t e r e s t e d  i n  making t h e s e  l o a n s ,  and now, when t h e y  a r e  j u s t  
g e t t i n g  i n t e r e s t e d  i n  do ing  t h i s ,  i t  is n o t  t h e  r i g h t  t h i n g  t o  do.  

U t i l i t i e s  were  a l lowed t o  make l o a n s ,  HB 649 would a l l o w  banks t o  do s o .  
They could  g i v e  n o - i n t e r e s t  l o a n s  and c la im t h e  whole d i f f e r e n c e  a s  a 
c r e d i t .  A s  i t  now s t a n d s ,  t h e  l o a n s  have t o  be between 5-7%. The S e n a t e  
Business  and I n d u s t r y  committee asked t h a t  t h i s  committee g e t  t o g e t h e r  
and e x p r e s s  t h e i r  concerns  and make an  e f f o r t  t o  p l a c e  amendments on HB 649. 
He sugges ted  a l l o w i n g  a  c r e d i t  of 1 / 2  t h e  d i f f e r e n c e  i n  o r d e r  t o  c a l c u l a t e  
how many d o l l a r s  t h a t  comes t o  and a s  a  tax c r e d i t  they  would n o t  c l a i m  
t h a t  e n t i r e  c r e d i t ,  b u t  o n l y  1 / 2  t h a t  c r e d i t .  The o t h e r  s i d e  of t h i s  i s  
t h a t  i f  we a r e  going t o  encourage s o l a r  energy ,  we need some kind of subs idy  
i n  o r d e r  t o  compete. HB 912 i s  a  s t e p  backwards. On t h e  o t h e r  hand, i t  
a d d r e s s e s  some s e r i o u s  concerns .  

P e t e r  Anton io lo ,  D i r e c t o r  of Energy Conserva t ion ,  Montana Power Company, 
advised t h e y  are going t o  make energy a u d i t s  of a l l  space  h e a t i n g  f o r  t h e i r  
cus tomers ;  and a l l o w  them t h e  o p p o r t u n i t y  t o  g e t  i n t o  a  p l a n  a t  z e r o  i n t e r e s t .  
They want t o  g e t  peop le  t o  u s e  sound energy c o n s e r v a t i o n .  Montana Power i s  
n o t  going t o  b e  i n  t h e  i n s u l a t i o n  b u s i n e s s .  

He t h i n k s  t h e  wisdom of sound energy c o n s e r v a t i o n  i n  homes, t h e  r e t r o f i t t i n g  
w i t h  s o l a r  i s  unnecessa ry  u n l e s s  we have t h e  need of t h e s e .  They a r e  beyond 
t h e  r e a c h  of t h e  i n d i v i d u a l .  Although energy p r i c e s  a r e  going up,  we d o n ' t  
q u i t  u s i n g  them. Montana Power w i l l  n o t  be g a i n i n g  one b i t  of i n t e r e s t .  
If 1,000 l o a n s  were  made u s i n g  a  $1,200 b a s e ,  maybe $250,000 - $300,000 
impact p e r  y e a r  would be t h e  e f f e c t  on Montana. The Kemmis b i l l  would have 
s e r i o u s  problems i f  t h e  i n t e r e s t  would change t o  5-7% and t h e y  would have t o  
r e t h i n k  t h e i r  p o s i t i o n .  He f e e l s  t h e i r  program t o  o f f e r  z e & ? f ~ ~ % ~ ~ a m s  w i l l  
do good t h i n g s  f o r  Montana. He opposed t h e  b i l l  s t r e n u o u s l y .  

Dennis Lopach, r e p r e s e n t i n g  Montana Power Company, o f f e r e d  a  proposed amendment 
t h a t  would r e i n s t a t e  t h e  c r e d i t  p o r t i o n  d e l e t e d ,  and p rov ide  language a l l o w i n g  
the  program t o  remain a v a i l a b l e  f o r  l o a n s  made a f t e r  J u l y  1. He opposed HB 912 
and hoped t h a t  . the  committee would c o n s i d e r  rhe  program i n  e f f e c t  a t  t h e  p r e s e n t  
t ime . 
Gene P h i l l i p s ,  P a c i f i c  Power and L igh t  Company, opposes HB 912. They a r e  
implementing a  program s t a t e w i d e  wherein t h e y  w i l l  do home energy a u d i t s  f o r  
home owners wi th  space  h e a t e r s .  Customers w i l l  be given an o p p o r t u n i t y  t o  
i n s t a l l  energy s a v i n g  d e v i c e s  w i t h  a  no money pay-back. The c o s t  t o  t h e  
customer is a t  no i n t e r e s t  and i s  n o t  p a i d  back u n t i l  t h e  home i s  s o l d .  
P rev ious  programs they i n s t i g a t e d  were ignored  by customers .  I f  they  can 
keep energy from be ing  u s e d ,  t h e  u t i l i t i e s  w i l l  be ahead by t h a t  many k i l o -  
w a t t s .  T h i s  w i l l  n o t  avoid  t h e  need f o r  new g e n e r a t i o n ,  h u t  i t  w i l l  extend 
- 1 i r  ~ i m e  i t  wi l l  13 i 1~2edcd  dc~:,: t h c  lint. awnj%-, Urged t h e  b l ' l  roc-cFve a 
30 Not P 2 s s .  
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Rep. Fabrega c l o s e d  s a y i n g  t h a t  because  t h e  p r e s e n t  law i s  s t r i c t l y  d e a l i n g  
w i t h  u t i l i t i e s ,  i t  amends t h a t  p o r t i o n  which is  f o r  energy c o n s e r v a t i o n .  
~ e m m i s '  b i l l  -expands on t h a t  concep t .  It i s  now a  q u e s t i o n  of e i t h e r  k i l l  
H B  6 4 9  which i s  f o r  t h e  l a r g e  expans ion ,  r e t a i n  t h e  p r e s e n t  law and a l l o w  
f o r  5-7% i n t e r e s t  l o a n s .  The committee cou ld  look  a t  fund ing  t h i s  k ind  of 
program from t h e  renewable  energy g r a n t .  Could c o n s i d e r  t h i s  fund f o r  
paying t h e  d i f f e r e n c e  i n  i n t e r e s t .  An energy c o n s e r v a t i o n  measure  w i t h  t h e  
7 %  l o a n s  t a l k s  abou t  a  much s m a l l e r  amount. S u p p l i e r s  of ene rgy  a r e  p a r t i -  
c i p a t i n g .  It i s  assumed t h a t  t h e  c o s t  of a d m i n i s t r a t i o n  i s  f i g u r e d  i n  t h e i r  
c o s t  and a l l  of t h e  i n t e r e s t  i s  charged o f f  by t h e  s t a t e .  I f  HB 6 4 9  p a s s e s  
t h e  S e n a t e ,  t h a t  i s  where t h e  g r e a t e r  impact would come. 

q u e s t i o n s  from t h e  committee - 
Rep. Huennekens a g r e e d  a  c r e d i t  g iven  f o r  a  p a r t i c u l a r  a c t  o r  accompl i sh ing  
of a  t a s k  i s  a n  i n c e n t i v e  because  t h e r e  i s  a  m u l t i p l i e r  e f f e c t  of abou t  
LO t imes  a t  a  t a x  r a t e  of 10 .  He wondered i f  a  d e d u c t i o n  f o r  t h e  d i f f e r e n c e  
i n  i n t e r e s t  r a t e  l o s s  when l e n t  a t  5% and they  have t o  buy money a t  10% would 
be s u f f i c i e n t  t o  s t i l l  l e t  them be induced t o  go i n t o  t h i s  s o r t  of program. 
The power companies a r e s a y i n g  they  want t o  j u s t  recoup t h e i r  c o s t s  invo lved .  
They a r e  mandated by t h e  N a t i o n a l  Energy Act t o  b e  i n  t h e s e  programs. 

Rep. Nordtvedt  asked what i n t e r e s t  r a t e  t h e  power companies a r e  u s i n g  t o  
t u l f i l l  t h e s e  home improvement l o a n s .  It i s  12.5%. A t  a  PSC mee t ing  t h e y  
dsked t o  be  a b l e  t o  r e c a p t u r e  t h e i r  c o s t s ,  b u t  t h e  PSC is  n o t  u s i n g  t h e  r a t e  
a t  which t h e y  borrow money w i t h  which t o  do t h i s .  

Rep. Fabrega remarked i t  is  n o t  s o  much what your c o s t  of borrowing i s ,  
b u t  how much you would g e t  f o r  t h e  shor t - t e rm money you would have t o  i n v e s t .  
I t  is a t  abou t  11-12% Rep. Huennekens though t .  Rep. Fabrega s a i d  i f  t h e  
short- . term inves tment  of t h o s e  companies d o e s n ' t  g e t  up t o  t h o s e  l e v e l s ,  
you a r e  r e a l l y  g e t t i n g  them t o  l e n d  t h e  money t o  t h i s  sys tem a t  t h e  f u l l  
r a t e  a t  which you would borrow. 

Kep. S i v e r t s e n  asked M r .  P h i l l i p s  how they  r e a l l y  recoup when t h e s e  l o a n s  
a r e  made. M r .  P h i l l i p s  s a i d  they  w i l l  pay f o r  c o n s t r u c t i o n  - i n v e s t  $1,000 
in  a home and when t h a t  house  i s  s o l d ,  i t  i s  pa id  back w i t h o u t  any i n t e r e s t .  
'1 v e r y  s m a l l  p o r t i o n  of our  program w i l l  e v e r  wind up n o t  b e i n g  r e p a i d .  
A d w e l l i n g  changes hands  e v e r y  7 y e a r s  on t h e  average .  They can do a l l  
of t h e  energy  e f f i c i e n t  work n e c e s s a r y  i n  f i v e  y e a r s  i n  t h e i r  a r e a .  It is  
not  r e a l l y  a  long-t ime t h i n g .  Something g e t s  i n t o  t h e  r a t e  b a s e  o n l y  a f t e r  
a h e a r i n g .  They u s e  t h e i r  expenses  and r e t u r n s  t o  f i g u r e  a  r a t e  base .  
Every two y e a r s  they  have a  r a t e  b a s e  h e a r i n g .  A t  any p o i n t  i n  t i m e ,  i t  
w i l l  b e  one y e a r  t o  e s t a b l i s h  a  r a t e  h e a r i n g  base  which would i n c l u d e  a  
p o r t i o n  of t h e  e x p e n d i t u r e s .  The PSC would n o t  want t o  t i e  t h e  hands  of 
f u t u r e  commissions and say  t h a t  t h i s  would a l l  go i n t o  t h e i r  r a t e  b a s e .  
'They d i d n ' t  know what p o r t i o n s  would be al lowed t o  go i n t o  t h e i r  r a t e  b a s e .  

3 e n n i s  Lopach, PPL, s a i d  t h e i r  p l a n  i s  d i f f e r e n t  than  Montana Power 's .  
Xontana Power w i l l  be  d i - r e c t l y  t a k i n g  advan tage  of t h e  t a x  c r e d i t  w i t h o u t  
t h e  b a s e  r a t e  t r e a t m e n t .  



3/19/79 
54. 
Page 7 .  

Rep. S i v e r t s e n  asked i f  a h o u t  20% of t h o s e  peop le  who f a l l  i n t o  t h i s  
c a t e g o r y  a r e  a c t i v e l y  p a r t i c i p a t i n g .  M r .  P h i l l i p p s  s a i d  t h i s  program i s  
j u s t  g e t t i n g  s t a r t e d  t h i s  w i n t e r  and t h e y  have had over  100 a p p l i c a t i o n s  
which t h e y  r e c e i v e d  i n  December. How f a s t  o t h e r s  w i l l  r e q u e s t  p a r t i c i p a t i o n  
they  d o n ' t  know, b u t  e s t i m a t e  t h a t  i n  abou t  5 y e a r s  everyone w i l l  be  i n t e r e s t e d .  

Rep. Huennekens mentioned i t  i s  n e c e s s a r y  t o  have a  l o s s  i n  o r d e r  t o  e n t e r  
i n t o  a  r a t e  b a s e  h e a r i n g .  What p a r t  of such  a  l o a n  does  go i n t o  a  h e a r i n g ?  
M r .  P h i l l i p s  s a i d  he d i d n ' t  have t h e  f i g u r e ,  b u t  would b r i n g  i t .  

Rep. S i v e r t s e n  asked what i s  a l l o w a b l e  a s  a  r a t e .  It is  9 .5% d u r i n g  t h e  
t a x  y e a r .  The r a t e  b a s e  might  b e  s u b s t a n t i a l l y  h i g h e r ,  b u t  they  o n l y  e a r n  
on what i t  i s  i n  t h e  p a s t .  

Rep. Nordtvedt  asked i f  t h i s  l o a n  o p p o r t u n i t y  is  a v a i l a b l e  t o  a  s p e c u l a t i v e  
home b u i l d e r .  M r .  P h i l l i p s  a d v i s e d  t h i s  does  n o t  app ly  t o  new homes. 

Rep. R e i c h e r t  asked Rep. Kemmis s i n c e  p r o p e r t y  would be exempt from t a x a t i o n  
f o r  1 0  y e a r s ,  could  someone g e t  a  n o - i n t e r e s t  l o a n  from a  u t i l i t y  and n o t  
have t o  pay t a x e s /  Rep. Kemmis s a i d  h e  d i d n ' t  t h i n k  t h e  two concep t s  a r e  
i n t e r r e l a t e d .  

Rep. Fabrega ment ioned t h e  u t i l i t i e s  w i l l  have t o  absorb  11-12% f o r  borrow- 
i n g ,  s o  you w i l l  b e  t a k i n g  a  t a x  c r e d i t  a g a i n s t  p roducers  and i f  your 
c o r p o r a t e  l i c e n s e  t a x  i s  reduced t h a t  much by t h e  i n t e r e s t  d i f f e r e n t i a l ,  
t h e  s t a t e  w i l l  have absorbed t h e  whole d i f f e r e n t i a l .  The u t i l i t i e s  s a i d  
t h e y  have l i m i t e d  t h e i r  l o a n s  t o  $3,000.  They want t o  earmark energy 
c o n s e r v a t i o n  t h i n g s .  $12 m i l l i o n  i s  a l o t  of money - may t a k e  $500,000 
t o  $600,000 t o  upgrade  homes. 12 ,000  l o a n s  a t  $1,000 would e l i m i n a t e  t h e  
p r o d u c e r ' s  t a x .  However, t h e  u t i l i t i e s  f e l t  t h e y  c a n ' t  g e t  u p  t o  t h o s e  
t y p e s  of numbers. A l o a n  would b e  f o r  a  minimum of 3  y e a r s  w i t h  a  pay 
back p e r i o d  up t o  5 y e a r s .  

P h i l l i p s  s a i d  t h e  s i t u a t i o n  w i l l  v a r y  w i t h  each u t i l i t y . .  PPL pays  v e r y  
l i t t l e  energy t a x  s i n c e  they  produce v e r y  l i t t l e  energy.  10% i n t e r e s t  i n  
C o l s t r i p .  C o r p o r a t i o n  l i c e n s e  t a x  and p r o d u c e r s  t a x  a r e  v e r y  i n s i g n i f i c a n t .  
Their b i g g e s t  t a x  i s  t h e i r  p r o p e r t y  t a x .  $31.,000 was t h e  amount pa id  f o r  
t h e  two t a x e s  i n  1978. Corpora t ion  l i c e n s e  t a x  was $50 i n  1976. 

Rep. Fabrega s a i d  t h e  l o a n s  and t h e  pay back ti-me change e v e r y t h i n g  i n  
energy c o n s e r v a t i o n .  The expans ion  h a s  c r e a t e d  t h e  problem and i t  c a n  g e t  
i n t o  r e a l l y  b i g  money. Rep. Kemmis s a i d  t h a t  i s  s o  a s  i t  s t a n d s ,  b u t  i t  is 
t o  be amended i n  t h e  S e n a t e .  Rep. Fabrega adv i sed  t h e  p r o d u c e r s  t a x  on 
energy d o e s  n o t  a f f e c t  l o c a l  government,  b u t  t h e  o t h e r  does .  

The h e a r i n g  was c l o s e d  on HB 912. 

EXECUTIVE SESSION: 

Rep. W i l l i a m s  asked t o  have HB 213 d i s c u s s e d  and proposed amendments c o n s i d e r e d .  
Rep. Huennekens asked how many farm t r u c k s  a r e  1 112 t o n  and what p e r c e n t a g e  
a r e  2  t o n  and over .  Rep. B u r n e t t  e s t i m a t e d  b e t t e r  than  50%. Rep. S i v e r t s e n  
though t  t h e r e  i s  a  l a r g e r  p r o p o r t i o n  of s m a l l  t r u c k s  - up t o  1 112 t o n s .  
There  a r e  a  l o t  of farm t r u c k s  of 2 112 t o n s .  Up t o  3  t o n s  g e t  i n t o  t h e  
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tandem c l a s s .  

Rep. Huennekens recommends t h a t  2 1-12 ton  be t h e  s p l i t t i n g  p o i n t  i f  we go 
t o  two c l a s s e s .  Rep, Wil l iams s a i d  impact  might  b e  g r e a t  i n  some c o u n t i e s .  

Rep. S i v e r t s e n  though t  some o r e  h a u l e r s  could  be c a l l e d  c o n s t r u c t i o n  equip-  
ment, Some of t h e  b i g  h a u l e r s  a r e  used f o r  h a u l i n g  e a r t h  when used f o r  
uncover ing  c o a l .  W i l l .  have t o  d i f f e r e n t i a t e .  Rep. Huennekens s a i d  t h e  
q u e s t i o n  i s  what t h e y  a r e  s o l d  f o r .  Coal. and o r e  h a u l e r s  a r e  i n  t h e  con- 
s t r u c t i o n  equipment c a t e g o t y .  

Rep., Fagg moved t h a t  HB 213 b e  adopted.  He t h e n  made a  mot ion t o  adop t  t h e  
proposed amendments 1 through 4 ,  Amendments were adopted.  Reps. Wi l l i ams ,  
l i a r r i n g t o n ,  Robbins ,  Johnson,  R e i c h e r t ,  L ien  vo ted  No. 

Kep, Dass inger  thought  t h e  f i g u r e  of 2 112 t o n  t r u c k s  i n s t e a d  of 1 112 t o n  
t r u c k s  was q u e s t i o n a b l e .  Rep. Dozier  remarked farm-owned v e h i c l e s  and 
i n d i v i d u a l s  would g e t  t h i s  r a t e  c l a s s i f i c a t i o n .  There  i s  a  d i f f e r e n t  r a t e  
on g r o s s  v e h i c l e  r a t e  wherein  t h e  v a l u e  of a  v e h i c l e  i s  a s s e s s e d  a l r e a d y .  

Rep. Wil l iams was n o t  i n  f a v o r  of n o t  f i n d i n g  a  way t o  e l i m i n a t e  al.1 inven- 
t o r y  t a x e s .  He wanted t o  s t a n d  f i r m  on t h i s  r e d u c t i o n  a t  t h i s  t ime.  Rep. 
Huennekens asked what t h e  l o s s  t o  l o c a l  governments would be by t a k i n g  one 
p a r t i c u l a r  s u b c l a s s  and r e d u c i n g  i t  down. Rep. Wil l iams s a i d  abou t  $5-$6 
: n i l l i o n  d o l l a r s  f o r  t h e  whole s t a t e .  

!irp. Dass inger  recommended a  s p l i t  ou t  th roughout  t h e  whole s t a t e  on coopera- 
c i v e s  - 2.8% - 3.5%;  i t  i s n ' t  such  a  b i g  amount. It  i s  s t i l l .  cheaper  t h a n  
c e n t r a l l y  a s s e s s e d  a t  16%. It i s  a  q u e s t i o n  of what t h e  committee t h i n k s  
is f a i r .  He t h i n k s  i t  i s  f a i r  t o  p u t  t h e  whole c l a s s  i n  a t  3 .5% s i n c e  i t  
is e q u i t a b l e  and a  l o t  l e s s  t h a n  16%. 

Rep. Nordtvedt  made a  mot ion t o  r a i s e  from 3% t o  3 .5% on c l a s s  V. A f t e r  
f u r t h e r  d i s c u s s i o n ,  t h e  motion was withdrawn. Rep. Wil l iams though t  i t  would 
be a c c e p t a b l e  t o  d i v i d e  t h e  c l a s s .  

Rep. Vinger  moved r h a t  HH 11 be d i s c u s s e d  a s  t h i s  t ime.  A r o l l  c a l l  v o t e  
of 8-8 was de te rmined  t o  f a i l .  D i scuss ion  w i l l  be  a t  a l a t e r  d a t e .  

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




