
HOUSE TAXATION COMMITTEE 

46 th  L e g i s l a t u r e  

The House Taxa t ion  Committee was c a l l e d  t o  o r d e r  by Vice-Chairman E r n i e  
Dass inger  a t  8 :30  a.m., i n  Room 434, C a p i t o l  B u i l d i n g ,  on March 30, 1979. 
Reps. G i l l i g a n ,  Hi r sch  and Vinger  were a b s e n t .  Rep. V i c k i  Johnson was 
excused.  

B i l l s  t o  b e  h e a r d  were S e n a t e  B i l l s  265, 477, 508, 521 and SJR 5 .  

S e n a t o r  Thomas E. Towe, ~ i s t r i c t  #34, B i l l i n g s ,  Chief sponsor  o f  SJR 5,  
e x p l a i n e d  t h i s  i s  one  o f  two r e s o l u t i o n s  which came o u t  o f  t h e  Coal 

O v e r s i g h t  Committee. One o f  t h e  d i r e c t i v e s  made t o  t h e  
SENATE JOINT Committee was t o  review t h e  inves tments  o f  o u r  t r u s t  f u n d s .  

RESOLUTION We looked a t  a  l a r g e  number o f  funds  t h a t  a r e  i n v e s t e d  t o  
5  s e e  i f  t h e r e  was some way t o  b e t t e r  u s e  them w i t h o u t  a f f e c t i n g  

t h e  r a t e  o f  r e t u r n s  and t h e  s e c u r i t y .  I t  came t o  o u r  a t t e n t i o n  
t h a t  t h e r e  i s  a  secondary market  f o r  f e d e r a l l y  guaran teed  Smal l  B u s i n e s s  Admin- 
i s t r a t i o n  l o a n s .  The t y p i c a l  o f  t h e s e  i s  g u a r a n t e e d  t o  90% and t h e  o t h e r  
10% i s  t h e  r i s k  o f  t h e  l o a n i n g  i n s t i t u t i o n .  The secondary market  i s  t h e  
purchas ing  o f  t h e  90% guaran teed  p o r t i o n .  I n  Smal l  Bus iness  A d m i n i s t r a t i o n  
l o a n s  t h e  money i s  loaned  by t h e  l o c a l  bank--they come up w i t h  t h e  d e p o s i t o r s '  
money t o  make t h e  l o a n .  When t h e y  s e l l  t h e  90% g u a r a n t e e d  p o r t i o n  a s  a 
secondary l o a n  t h e y  have t h e  p roceeds  t o  r e i n v e s t  i n  a n o t h e r  l o a n  and  s o  t h i s  
would b e  e x t r a  c a p i t a l  i n t o  t h e  community. Th is  i s  v e r y  e f f e c t i v e  and  b e n e f i -  
c i a l  f o r  t h e  l o c a l  community. S i n c e  t h e  l o a n  would b e  100% g u a r a n t e e d  b y  t h e  
f e d e r a l  government,  t h e r e  is no r i s k  and t h e  r a t e  o f  i n t e r e s t  i s  high--11% now. 
Why c a n ' t  t h e  Board o f  Inves tments  i n v e s t  some o f  t h e  s t a t e  money t h a t  way? 
The problem i s  t h e  Board wants  t o  review each  and e v e r y  l o a n  t o  s e e  t h a t  it 
is  a  good l o a n .  Th is  t a k e s  a l o t  o f  t i m e  and t h e  banks  say  t o  heck w i t h  it. 
Tha t  is what t h i s  b i l l  i s  a d d r e s s e d  t o .  T h i s  r e s o l u t i o n  simply s u g g e s t s  t o  
t h e  Board o f  Inves tments  t h a t  t h e  L e g i s l a t u r e  u r g e s  t h e  Board t o  modify i t s  
p o l i c i e s  w i t h  r e g a r d  t o  SBA l o a n s .  The r e s o l u t i o n  would ask  t h e  Board t o  
a c t i v e l y  seek  o u t  and purchase  more of t h e s e  l o a n s .  The Board o f  Inves tments  
h a s  i n v e s t e d  a b o u t  85% o f  a l l  t h e  money o u t s i d e  t h e  s t a t e  o f  Montana, and 
we shou ld  b e  p u t t i n g  more o f  t h a t  money t o  u s e  h e r e .  

John Cronholm, Small  Bus inessAdmin is t ra t ion ,  s a i d  t h e y  welcome t h e  o p p o r t u n i t y  
t o  appear  on t h i s  b i l l  and t h e y  s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n  and u r g e  
f a v o r a b l e  c o n s i d e r a t i o n .  He s a i d  we a r e  l i v i n g  i n  a n  e q u i t y  poor  s t a t e  w i t h  
a  l i m i t e d  supp ly  of funds  and a  g r e a t  demand f o r  t h o s e  funds .  The s e l l i n g  o f  
t h e s e  g u a r a n t e e d  l o a n s  i s  an  i m p o r t a n t  t o o l  t o  t h e  banking community and t h e  
s m a l l  b u s i n e s s  community o f  Montana. Our a c t i v i t y  i s  a c c e l e r a t i n g  as t h e r e  
were 225 l o a n s  i n  1974 worth 1 5  m i l l i o n  and 511 l o a n s  i n  1978 worth  57 m i l l i o n .  
P a r t  o f  t h e  c a u s e  o f  t h i s  s t r o n g  and s t e a d y  demand i s  t h e  secondary money 
market  which a t  t h e  p r e s e n t  t ime  i s  a t t r a c t i n g  o u t s i d e  money. We a r e n ' t  s u r e  
how long  w e ' l l  be  a b l e  t o  a t t r a c t  t h i s  o u t s i d e  money and  t h e  banks need t o  b e  
a s s u r e d  o f  t h i s  secondary market .  I t  w i l l  b e  a  g a i n  t o  t h e  s t a t e  i f  t h e r e  was 
a  g r e a t e r  commitment o f  t h e  Board o f  I n v e s t o r s - - t h e  funds  would t h e n  b e  a v a i l -  
a b l e  t o  f i n a n c e  o r d i n a r y  growth and expansion.  
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P a u l  D. Caruso,  F i a s t  S e c u r i t y  Bank, Helena,  s a i d  he  had s e r v e d  on  t h e  Board 
o f  Inves tments  f o r  s i x  y e a r s .  He s a i d  h e  l e f t  because  he g o t  t i r e d  o f  bureau- 
a c r a c y .  I t  was t h e  p o l i c y  o f  t h e  Board t h e n  t o  make a s  many r e a l  e s t a t e  l o a n s  
a s  t h e y  c o u l d ,  b u t  now tihe Board h a s  gone i n t o  a n o t h e r  t y p e  o f  investment--  
common s t o c k s .  They f e e l  t h e y  can make a  b e t t e r  r a t e  of money by s h i p p i n g  
t h e  money o u t  o n  a  s h o r t - t e r m  b a s i s .  The change s h o u l d  b e  made t o  hav ing  
t h e  money used i n  s t a t e  even i f  it h a s  t o  be  mandated by l a w .  I f  we b u i l d  
a b e t t e r  t a x  b a s e  it c r e a t e s  n o t  o n l y  b u s i n e s s  l o a n s  b u t  a  tremendous amount 
o f  r e a l  e s t a t e  t h a t  would enhance a  b e t t e r  t a x  b a s e .  He endorsed t h e  r e s o l u t i o n .  

S e n a t o r  TOwe c l o s e d  and t h e r e  were no opponents  t o  t h e  b i l l .  

Rep. B e r t e l s e n  commented t o  i n v e s t  i n  Montana we would l o s e  a s m a l l  amount o f  
e a r n i n g s .  S e n a t o r  Towe s a i d  he  would r e f u t e  t h a t .  SB 58 s a i d  i n v e s t  i n  
Montana even i f  it meant a  l o s s  o f  revenue.  Th is  b i l l  i s  d i f f e r e n t .  He s a i d  
it i s  c o n c e i v a b l e  t h a t  some inves tments  might n o t  pay o f f  as w e l l ,  b u t  it i s  
a l s o  c o n c e i v a b l e  t h a t  i t  cou ld  pay o f f  b e t t e r  w i t h  SBA l o a n s .  There is  l e s s  
t h a n  9% e a r n e d  on t h e  average and t h e s e  a r e  l o a n s  a t  11%. 

Rep. Wil l iams s a i d  t h e  use  o f  t h e  "pruden t  man r u l e "  i s  t h e  reason  most o f  
t h e  money h a s  gone o u t  o f  t h e  s t a t e  o f  Montana. S e n a t o r  Towe s a i d  even i f  
bound by t h e  "pruden t  man r u l e "  it d o e s n ' t  mean t h e y  c o u l d n ' t  i n v e s t  i n  t h e s e  
SBA l o a n s .  The "pruden t  man r u l e "  i s  what would a  p r u d e n t  i ~ n v e s t o r  i n v e s t  i n  
under t h e  c i rcumstances .  M r .  Caruso s a i d  h e  d i d n ' t  a g r e e  w i t h  t h e  p o i n t  o f  
t h e  " p r u d e n t  man r u l e . "  He f e l t  t h e  Board w a s n ' t  a d d r e s s i n g  it when t h e y  
bought  common s t o c k  which r e t u r n e d  5 t o  5 1/2% when t h e y  c o u l d  g e t  r e t u r n s  
o f  up t o  1 0  1/2% on t h e s e  l o a n s .  Even i f  t h e  s t o c k  showed a ga in - - the  Board 
d i d n ' t  u s u a l l y  s e l l  t h e  s t o c k  f o r  t h e  g a i n .  

Rep. Underdal a sked  i f  they  were j u s t  t a l k i n g  o f  i n v e s t i n g  school  t r u s t  funds ,  
c o a l  t a x  funds  and t h i s  t y p e  o f  l o n g  term inves tments .  He asked i f  inves tments  
s e n t  i n t o  t h e  T r u s t  and Legacy Fund w e r e n ' t  l i m i t e d  t o  t h e  t y p e  o f  inves tments  
t h a t  c o u l d  be made. The r e p l y  was t h i s  had been changed--anything on a 
g u a r a n t e e d  b a s i s  l i k e  t h e s e  l o a n s  would f i t  i n t o  t h e s e  inves tments  a l s o .  

M r .  Caruso mentioned t h e r e  was a n  a c t u a r y  s t u d y  e v e r y  t h r e e  y e a r s  when he  
s e r v e d .  He s a i d  t h e  inves tment  funds  i n  t h e  t e a c h e r ' s  r e t i . r ement  fund was 
i n v e s t e d  s o  w e l l  t h e y  gave each r e t i r e d  t e a c h e r  1 3  checks  i n s t e a d  o f  12 .  

Rep. R e i c h e r t  s a i d  g e n e r a l l y  r e s o l u t i o n s  do n o t  a p p e a l  t o h e r b e c a u s e  t h e y  j u s t  
u rge ,  b u t  n o t i c d t h i s  s a y s  t h e  Board would a c t i v e l y  seek  and a s k  f o r  a  r e p o r t  
t o  t h e  l e g i s l a t u r e .  She asked  why a  r e s o l u t i o n  and n o t  a  b i l l .  S e n a t o r  Towe 
s a i d  t h e y  shou ld  be doing t h i s  under  e x i s t i n g  law and t h e r e  i s  no need t o  
c l u t t e r  up t h e  s t a t u t e s .  He f e l t  i t  was b e t t e r  t o  g e n t l y  s u g g e s t  t o  them 
what t h e y  s h o u l d  be doing r a t h e r  t h a n  mandate them. 

Rep .  Lien asked  what t h e  a d m i n i s t r a t i v e  f e e  t o  t h e  i n s t i t u t i o n  would b e  on 
SBA l o a n s .  S e n a t o r  Towe s a i d  t h e  maximum r a t e  a  l o a n  can c a r r y  i s  12%,  and  
when t h e y  q u o t e  a  r a t e  from a  p u r c h a s e r  t h e s e  q u o t e s  can range from 10% on up. 
The n e t  y i e l d  t o  t h e  p u r c h a s e r  i s  probab ly  i n  t h e  a r e a  o f  1 0  t o  1 0  1/2% and  
t h a t  t a k e s  c a r e  o f  t h e  a d m i n i s t r a t i v e  c o s t s  and s e r v i c e  f e e .  John Cronholm 
s a i d  t h e  SBA charge t h e  bank 1% f o r  t h e  i n s u r a n c e  o n  t h e  guaran teed  p o r t i o n .  
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Rep. S i v e r t s e n  s a i d  t h e  Board o f  Inves tments  is  r e q u i r e d  t o  i n v e s t  t h e  money 
f o r  t h e  maximum y i e l d  o f  i n t e r e s t .  IIe asked  S e n a t o r  Towe i f  he f e l t  t h a t  
p e r h a p s  t h e  Board of Inves tments  was over look ing  t h e s e  SBA l o a n s  f o r  any 
o t h e r  r e a s o n  t h a n  t h a t .  S e n a t o r  Towe s a i d  he  d i d n ' t  t h i n k  t h e y  cou ld  g e t  a  
g u a r a n t e e d  l o a n  f o r  above 10% s o  t h e  r e t u r n s  from t h e s e  l o a n s  would be 
b e t t e r .  H e  s a i d  t h e  p o l i c y  o f  t h e  Board is t o  i n d i v i d u a l l y  review and 
a n a l y z e  e v e r y  s i n g l e  l o a n  f o r  c r e d i t  w o r t h i n e s s .  By t h e  t ime  t h e y  r e q u e s t  
a l l  t h e  i n f o r m a t i o n  t h e  bank s a y s  f o r g e t  it. They shou ld  b e  a b l e  t o  s imply 
c a l l  t h e  bank and a s k  i f  t h e y  have any l o a n s  t h e y  want t o  se l l .  The Board 
can s a y  send u s  an i n d i c a t i o n  t h e  l o a n  i s  g u a r a n t e e d  and we w i l l  buy it. 

Rep. Dass inger  mentioned t h e  Board has  made a s  h i g h  a s  13% on t h e i r  i n v e s t -  
ments .  S e n a t o r  Towe s a i d  it was a  s h o r t  term l o a n  perhaps .  

S e n a t o r  Lawrence G .  S t i m a t z ,  D i s t r i c t  #43,  B u t t e ,  c h i e f  sponsor  o f  SB 265, 
s a i d  i n  August ,  1977, o u r  Montana Supreme Cour t  i n  a c a s e  o f  t h e  S t a t e  v s .  

Grace C. Bear changed t h e  law t h a t  had been i n  e f f e c t  f o r  
SENATE BILL t h i r t y  y e a r s  i n  r e g a r d  t o  t h e  deduc t ion  concerning i n h e r i t a n c e  

t a x .  I n  a  c a s e  o f  j o i n t  tenancy t h e  c o u r t  s a i d  t h e  t o t a l  
265 mortgage comes o f f  t h e  t o p  b e f o r e  t h e  p r o p e r t y  i s  d i v i d e d  

i n  t h e  j o i n t  t enancy .  P r i o r  t o  t h i s  o n l y  h a l f  t h e  mortgage 
would be  deduc ted .  T h i s  r e s u l t s  i n  l e s s  t a x  f o r  t h e  s t a t e  o f  Montana. 

Tom S t o h l ,  A d m i n i s t r a t o r  o f  t h e  I n h e r i t a n c e  Tax D i v i s i o n ,  s a i d  t h e  b i l l  is 
des igned  t o  c o r r e c t  an i n e q u i t a b l e  d e c i s i o n .  P r o p e r t y  va lued  a t  one m i l l i o n  
h a s  ended up n o t  pay ing  any i n h e r i t a n c e  t a x  due t o  t h i s .  

There  were no opponents  and t h e  Sena tor  c l o s e d .  

During q u e s t i o n s  it was b rought  o u t  by M r .  S t o h l  t h a t  it is  q u i t e  advantageous  
t o  go o u t  and borrow money t o  c i rcumvent  t h e  law. I n  t h e  c a s e  of s o l e l y  owned 
p r o p e r t y  t h e  f u l l  amount of t h e  l o a n  is d e d u c t i b l e .  The law would app ly  t o  
t e n a n t s  i n  common b u t  n o t  t o  t r u e  p a r t n e r s h i p s .  

S e n a t o r  Tom Hager, D i s t r i c t  30, B i l l i n g s ,  c h i e f  sponsor  of SB 477, which is  a t  
t h e  r e q u e s t  o f  t h e  Department o f  Revenue, d e a l s  mainly  w i t h  a b s e n t e e  p r o p e r t y  

a s  s h a r e s  of s t o c k ,  b u t  n o t  l i m i t e d  t o  t h a t .  S e n a t o r  Hager went 
SENATE BILL through t h e  b i l l  e x p l a i n i n g  t h e  changes .  

4 7 7 Tom S t o h l ,  A d m i n i s t r a t o r  of t h e  I n h e r i t a n c e  Tax D i v i s i o n ,  s a i d  
t h i s  i s  p r i m a r i l y  a  housekeeping b i l l .  It  is a t t e m p t i n g  t o  

r e l i e v e  known problems and s a v e  t h e  s t a t e  money. I f  t h e  owner does  n o t  come 
forward i n  some way i n  seven y e a r s ,  t h e  p r o p e r t y  is cons idered  abandoned. I f  
it i n v o l v e s  more t h a n  $50 i n  v a l u e  (used t o  be $25) it is  p u b l i s h e d  i n  t h e  
p a p e r .  I n  t h e  c a s e  of a  v o l u n t a r y  d i s s o l u t i o n  o f  a  c o r p o r a t i o n  it i s  s a i d  t o  
b e  i n  e f f e c t  on t h e  d a t e  o f  t h e  d i s s o l u t i o n  r a t h e r  t h a n  l a t e r ,  a s  l a t e r  t h e r e  is  
no one around t o  be h e l d  r e s p o n s i b l e .  A bank is r e q u i r e d  t o  send n o t i c e s  t o  i ts  
d e p o s i t o r s  and i f  t h e y  come back a d d r e s s e e  unknown t h e y  a d v e r t i s e ,  check w i t h  
r e l a t i v e s ,  e t c . ,  and i f  t h e  n o t i c e  is n o t  r e t u r n e d  it i s  presumed t o  have reached  
t h e  owner. Abandoned s t o c k s  can be s o l d  on t h e  s t o c k  market  r a t h e r  t h a n  p u t  
up f o r  b i d s  w i t h  t h i s  b i l l .  There  i s  no t ime  l i m i t  i n  which t o  recover  p r o p e r t y .  

Rep. R e i c h e r t  sugges ted  some o l d  s t o c k s  may be o f  v a l u e  f o r  h i s t o r i c a l  r e a s o n s  
whereas cash  v a l u e  may be  n e g l i g i b l e .  The H i s t o r i c a l  S o c i e t y  might a p p r e c i a t e  them. 
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The committee adjourned t o  e x e c u t i v e  s e s s i o n ,  

Rep. Wil l iams moved SB 265 BE CONCURRED I N .  There  were no Noes. Representa-  
t i v e s  Robbins,  G i l l i g a n ,  H i r s c h ,  L ien ,  Vinger ,  Huennekens, Johnson were a b s e n t .  
Motion c a r r i e d .  Rep. H a r r i n g t o n  w i l l  c a r r y  t h e  b i l l  on t h e  House f l o o r .  

Rep. B u r n e t t  moved SB 477 BE CONCURRED I N .  There  were No Noes. R e p r e s e n t a t i v e s  
a b s e n t  were t h e  same a s  above l i s t e d .  Motion c a r r i e d .  Rep. B u r n e t t  w i l l  c a r r y  
SB 477 on t h e  House f l o o r .  

The committee resumed h e a r i n g  b i l l - s  s i n c e  sponsors  were now p r e s e n t .  

Sena tor  John Manley, D i s t r i c t  1 4 ,  Drumrnond, exp la ined  SB 508 is  j u s t  f o r  t h e  
purpose  of u p d a t i n g  i n h e r i t a n c e  law of t h e  S t a t e  of Montana s o  i t  i s  approx i -  
mate ly  t h e  same as t h e  f e d e r a l  law. I n  1977 t h e  f e d e r a l  i n h e r i t a n c e  law was 

r e w r i t t e n  and passed ,  making i t  q u i t e  a  b i t  e a s i e r  f o r  t h e  
SENATE BILL i n h e r i t a n c e  t a x  o r  e s t a t e  t a x  t o  b e  p a i d .  It a l l o w s  t h e  fami ly  

farm and b u s i n e s s e s  t o  be va lued  on p r o d u c t i o n ,  and i t  a l l o w s  
508 t h e  t a x  t o  be pa id  over  a  15-year p e r i o d .  It i s  a  r a t h e r  com- 

p l i c a t e d  p i e c e  of l e g i s l a t i o n .  He o f f e r e d  amendments t o  c l e a n  
up t h e  wording of t h e  b i l l ,  

Fred J o h n s t o n ,  Augusta,  h a s  a  law degree  and h a s  done q u i t e  a  b i t  of b o t h  s t a t e  
and f e d e r a l  e s t a t e  t a x  work. He f e e l s  he  is q u i t e  f a m i l i a r  w i t h  Montana e s t a t e  
t a x  and t h e  f e d e r a l  t a x .  These t a x e s  impose an  extreme burden on s m a l l  
b u s i n e s s e s  and r a n c h e s .  The House Ways and Means committee i n  1976 had 
occas ion  t o  c o n s i d e r  t h e  problems of t h e  f e d e r a l  e s t a t e  t a x .  He r e a d  from 
t h e  committee r e p o r t s  w i t h  r e s p e c t  t o  t h e  v a l u a t i o n  of p r o p e r t y .  

Your c o m i t t e e  b e l i e v e s  t h a t  when land i s  a c t u a l l y  used both  b e f o r e  and 
a f t e r  t h e  d e a t h  of t h e  owner f o r  f a m i l y  farm o r  s m a l l  b u s i n e s s  purposes ,  i t  
should be  va lued  a s  such  f o r  e s t a t e  purposes ,  i n s t e a d  of t h e  v a l u a t i o n  b e i n g  
made on t h e  b a s i s  of t h e  h i g h e s t  and b e s t  u s e  which may r e s u l t  i n  t h e  imposi-  
t i o n  of s u b s t a n t i a l l y  h i g h e r  e s t a t e  t a x e s ,  The g r e a t e r  e s t a t e  t a x  burden 
makes c o n t i n u a t i o n  of t h e  b u s i n e s s  n o t  f e a s i b l e  because  t h e  income p o t e n t i a l  
i s  n o t  s u f f i c i e n t  t o  e n a b l e  payment where t h e  v a l u a t i o n  of t h e  land does  n o t  
b e a r  a  r e a s o n a b l e  r e l a t i o n s h i p  t o  t h e  income. 

I n  a d d i t i o n ,  t h e  Ways and Means Committee cons idered  t h e  burden of t h e  ways 
of paying t h e  t a x .  The I n t e r n a l  Revenue S e r v i c e  h a s  been h i s t o r i c a l l y  opposed 
t o  g i v i n g  any e x t e n s i o n  of t h e  payment of t h e  t a x .  A s u b s t a n t i a l  p o r t i o n  of 
t h e  a s s e t s  of family-held  b u s i n e s s e s c o n s i s t  of c l o s e l y  h e l d  b u s i n e s s  o r  
l i q u i d  a s s e t s .  I n  many i n s t a n c e s ,  farm o r  o t h e r  b u s i n e s s  h a s  t o  be s o l d  t o  
pay i n h e r i t a n c e  t ax .  Moreover, some b u s i n e s s e s  a r e  n o t  s o  p r o f i t a b l e  t o  b e  
a b l e  t o  pay bo th  f e d e r a l  and s t a t e  i n h e r i t a n c e  t a x e s ,  s o  a  s u b s t a n t i a l  p o r t i o n  
of t h e  e s t a t e  h a s  t o  b e  s o l d .  

Rep. H a r r i n g t o n  took over  chairmanship  of t h e  c o m i t t e e  s i n c e  Rep. Dass inger  
was c a l l e d  away. 

Congress recognized  i t  i s  p o s s i b l e  t h a t  t h e  b u s i n e s s  might be s o l d ,  s o  t h e  
l a w  provided t h a t  t h e  s a l e ,  i f  made w i t h i n  a  15-year p e r i o d  from d a t e  of 
d e a t h  of owner, would cause  t h e  i n h e r i t a n c e  t a x  de layed  t o  be r e c a p t u r e d  s o  
t h e  e x t e n s i o n  of payment p r i v i l e g e  would n o t  be  abused.  T h e r e f o r e ,  i t  w a s  
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p e r m i t t e d  t o  pay t h e  t a x  over  a  15-year p e r i o d  w i t h  i n t e r e s t  payments paid  
d u r i n g  t h e  f i r s t  5 y e a r s .  During t h e  l a s t  10 y e a r s ,  t h e y  would pay p r i n c i p a l  
i n  10 e q u a l  i n s t a l l m e n t s .  I n t e r e s t  w a s  t o  b e  a t  t h e  r a t e  of 4%. These s a f e -  
guards  were p u t  i n  s o  t h e r e  would n o t  b e  a  w i n d f a l l .  The purpose  was t o  
e n a b l e  c o n t i n u a n c e  of t h e  b u s i n e s s .  

T h i s  t y p e  of payment i s  n o t  r e q u i r e d  of an e s t a t e ,  b u t  i s  o f f e r e d  as a cho ice .  
I f  a c c e p t e d ,  t h e y  p r o v i d e  f o r  a l i e n  a g a i n s t  t h e  p r o p e r t y  o r  a  bond must b e  
provided t o  s e c u r e  t h e  t a x  payment. I f  t h e r e  i s  a s a l e  w i t h i n  t h e  15-year 
p e r i o d ,  t h e r e  i s  a  r e c a p t u r e .  Executors  and h e i r s  can e l e c t  t h i s  o p t i o n .  
These p r o v i s i o n s  a r e  n o t  l i m i t e d  t o  a g r i c u l t u r e  b u t  app ly  t o  a l l  s m a l l  b u s i -  
n e s s e s .  It was t h e  i n t e n t i o n  of SB 508 t o  d o v e t a i l  w i t h  t h e  f e d e r a l  which 
is ex t remely  complicated.  It h a s  been changed t o  d o v e t a i l  t o  t h e  Montana 
i n h e r i t a n c e  t a x  which i s  e x a c t l y  l i k e  t h e  f e d e r a l  law. It w i l l  e x p e d i t e  
s e t t l e m e n t  i f  t h e  same laws app ly  t o  f e d e r a l  e s t a t e  t a x  and s t a t e  i n h e r i t a n c e  
t ax .  He t h i n k s  t h e r e  w i l l  be a  l o t  of t imes  an e s t a t e  w i l l  want t o  a c c e p t  
t h i s  o p t i o n  of e l e c t i n g  t o  pay t h e  t a x  i n  i n s t a l l m e n t s .  

He hopes t h i s  w i l l  be adopted a s  i t  is  a  t o o l  t o  h e l p  fami ly  farms and bus i -  
n e s s e s  w i t h  e s t a t e  t a x e s .  

Zack S t e v e n s ,  Montana Farm Bureau,  Farmers Union, WIFE, Ca t t l emen ' s  Associa-  
t i o n ,  u r g e s  passage  of SB 508. 

M r .  Tom S t o h l ,  I n h e r i t a n c e  Tax D i v i s i o n  of t h e  Department of Revenue, t h i n k s  
t h i s  i s  t h e  way t o  go and h i s  o f f i c e  can a d m i n i s t e r  a l o n g  f e d e r a l  r e g u l a t i o n  
l i n e s  which a r e  a l r e a d y  i n  e f f e c t .  It probably should have a l a b e l  on i t  
warning t h i s  e l e c t i o n  may be  hazardous  t o  your economic h e a l t h !  I f  t h e  
h e i r s  se l l  o u t  b e f o r e  10 y e a r s ,  i t  could be a f i n a n c i a l  d i s a s t e r  because  
t h e r e  would be  a  r o l l b a c k  of f e d e r a l  e s t a t e  and Montana i n h e r i t a n c e  t a x e s  
and on c a p i t a l  g a i n s  a l l  a t  once.  

There  were no opponents .  

Sena tor  Manley c l o s e d  s a y i n g  you o r  your h e i r s  have t o  e l e c t  t o  implement 
t h i s  law and t h e  way you want t o  s e t t l e  your e s t a t e .  Should have a  good 
lawyer and good a d v i c e  i n  o r d e r  t o  do t h e  b e s t  f o r  your p a r t i c u l a r  e s t a t e .  
r h i s  is j u s t  a  v e h i c l e  t o  h e l p  peop le  keep t h e i r  b u s i n e s s ,  and a s  f a r  as 
having t o  pay i t ,  i f  you e l e c t  t o  go o u t  of b u s i n e s s  i n  6 o r  8 y e a r s ,  you 
would be  pay ing  t h e  same t a x  t h a t  you would have pa id  a t  t h e  t ime of 
s e t t l i n g  t h e  e s t a t e .  

Rep. Fabrega s a i d  t h i s  b i l l  a l l o w s  c h i l d r e n  t o  c o n t i n u e  farming,  and i f  t h e y  
d e c i d e  t o  go o u t  of f a rming ,  they  w i l l  have t o  pay t h e  s t a t e  i n h e r i t a n c e  t a x  
and f e d e r a l  e s t a t e  t a x .  T h i s  o p t i o n  makes both  t a x e s  n o t  t o  be d e t e r r e n t s  
t o  c o n t i n u a t i o n  of t h e  b u s i n e s s .  

M r .  S t o h l  s a i d  t h e r e  was no f i s c a l  n o t e  because  of i n a b i l i t y  t o  know how 
many peop le  might want t o  u t i l i z e  t h i s  o p t i o n .  SB 508 c l o s e l y  p a r a l l e l s  
t h e  f e d e r a l  a c t .  

Rep. Underdal asked i f  t h i s  o p t i o n  were adopted and i t  w a s  n e c e s s a r y  t o  s e l l  
i n  a  few y e a r s ,  i f  i t  wouldn ' t  be v e r y  c o s t l y .  M r .  Johnston s a i d  i t  would b e  
based on t h e  v a l u e  of t h e  p r o p e r t y  a t  t h e  t ime  of d e a t h  r a t h e r  t h a n  a t  t h e  
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t ime of s e l l i n g .  When i t  is  s o l d ,  t h e r e  a r e  funds  w i t h  which t o  pay t h e  t a x .  
The e s t a t e  would be  s u b j e c t  t o  a  c a p i t a l  g a i n s  t a x  i f  t h e  l and  were worth  
a  g r e a t  d e a l  more. 

The main economic advan tage  t o  t h e  e s t a t e  is  t h e  low r a t e  of i n t e r e s t  on any 
unpaid t a x .  P r e v a i l i n g  h i g h  r a t e s  could be  a  g r e a t  burden.  T h i s  b i l l  i s  
much, much broader  t h a n  HB 830. SB 508 h a s  t h i s  i n s t a l l m e n t  f e a t u r e .  SB 508 
a l s o  p r o v i d e s t h q t p a s s a g e  of p r o p e r t y  t o  a  g r a n d c h i l d  would be t h e  same as t o  
a  c h i l d .  You can f u n n e l  money o u t  of s m a l l  b u s i n e s s e s ,  but  t h e  b u s i n e s s  would 
s t i l l  be  t h e r e .  

M r .  S t o h l  s a i d  you a r e  look ing  a t  f a i r  market v a l u e  a t  t h e  t ime  of d e a t h  
o r  s p e c i f i c  u s e  v a l u e  a t  t ime of s e l l i n g ,  S p e c i f i c  u s e  v a l u e  f o r  Montana - 
t h e  q u e s t i o n  of what c o s t  b a s i s  do you u s e  on your  income t a x .  S i n c e  
Montana income t a x  f o l l o w s  t h e  f e d e r a l ,  t h e  v a l u a t i o n s  should be  t h e  same. 

Rep. Fabrega asked i f  t h e r e  a r e  two v a l u a t i o n s  t h a t  have t o  be e s t a b l i s h e d .  
M r .  S t o h l  s a i d  b a s i c a l l y  t h e  f a i r  cash v a l u e  i s  t h e  b a s i s  - b u t  i f  t h a t  
i s n ' t  a v a i l a b l e ,  t h e y  have t o  look  a t  o t h e r  means of v a l u a t i o n ,  and once 
t h a t  is  e s t a b l i s h e d  t h a t  would b e  come t h e  b a s i s  f o r  f i g u r i n g  a t  t h e  t ime  
of s e l l i n g .  

Rep. Fabrega s a i d  t h a t  i f  t h i s  o p t i o n  i s  e l e c t e d ,  t h e  i d e a  of t h e  deceden t  
i n  a way, i s  t o  s a y  'keep on fa rming  o r  e l s e  pay t h e  t a x ' .  

Sena to r  Manley r e i t e r a t e d  t h a t  t h i s  i s  n o t  j u s t  f o r  farm bus in .esses ,  bu t  
i t  i s  f o r  c l o s e l y  h e l d  f a m i l y  b u s i n e s s e s  a s  w e l l .  

Sena tor  Manley, District 1 4 ,  Drummond, e x p l a i n e d  t h i s  was a committee b i l l  
which would i n c r e a s e  t h e  t ime d u r i n g  which a  county t a x  a p p e a l  board may m e e t .  
There  h a s  been a  g r e a t  d e a l  of t r o u b l e  a l l  over  t h e  c o u n t i e s  because  of re- 
v a l u a t i o n  and assessments  h a v e n ' t  g o t  back i n  t ime  t o  p r o v i d e  f o r  t a x  a p p e a l .  

SENATE BILL Under c u r r e n t  law no p r o t e s t s  may b e  heard a f t e r  t h e  l a s t  
Monday i n  June.  Under t h e  b i l l  p r o t e s t s  could  be heard u n t i l  

521 60 days  a f t e r  t h e  county board h a s  been n o t i f i e d  t h a t  c l a s s i -  
f i c a t i o n  and a p p r a i s a l  n o t i c e s  have been mai led t o  a l l  p r o p e r t y  

owners , 

The S t a t e  Tax Appeal Board wanted t o  go o u t  w i t h  a  t a x  h e a r i n g s  o f f i c e r  s o  
peop le  wouldn ' t  have t o  come t o  Helena,  b u t  such a b i l l  w a s n ' t  approved,  s o  
SB 521 was i n t r o d u c e d  t o  s t a t e  t h a t  60 days  a f t e r  t h e  depar tment  of r evenue  
o r  i t s  a g e n t  would have t o  h e a r  your  t a x  a p p e a l  a t  t h e  county l e v e l .  T h i s  
e x t e n d s  t h e  t ime  and h a s  a  f i s c a l  n o t e  showing t h e  c o s t .  It keeps  home r u l e  
j u s t  a  l i t t l e  c l o s e r  t o  home. 

There  were no opponents.  

Rep. Fabrega s a i d  t h a t  you have 60 days  i n  which t o  f i l e  an a p p e a l  a f t e r  t h e  
las t  assessment  h a s  gone o u t .  

Rep. W i l l i a m s  s a i d  he  u n d e r s t a n d s  t h a t  t h e  a p p r o p r i a t i o n s  committee wouldn ' t  
fund t h e  $50,000 deemed n e c e s s a r y  f o r  STAB t o  do t h i s .  How would t h i s  be  
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f i n a n c e d  by the c o u n t i e s .  

Rep. Manley s a i d  h e  c o u l d n ' t  answer r i g h t  ncw. T h i s  is  a c o u n t y  s u p p o r t  S i l l .  

Meeting a d j o u r n e d  a t  10430 a.m. 




