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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  
  as singer 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  A p r i l  2 ,  1979. 
Rep. G i l l i q a n  was excused.  The s t a f f  a t t o r n e y  Randy McDonald w a s  p r e s e n t .  

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  50, 177,  181, 384, 492 and 162 

S e n a t o r  J e a n  A. Turnage,  D i s t r i c t  #13,  Po l son ,  c h i e f  sponsor  o f  SB 50, which 
i s  a t  t h e  r e q u e s t  of t h e  Department o f  Highways, s a i d  t h i s  is  an  a d m i n i s t r a -  

t i v e  b i l l  t h a t  e l i m i n a t e s  one s t e p  i n  t h e  p r o c e s s  of h a n d l i n g  
SENATE BILL t h e  f e e s  c o l l e c t e d  by temporary p e r m i t s .  The p r e s e n t  method 

i s  t o  have t h e  depar tment  c o l l e c t  t h e  f e e s  and t h e n  d e p o s i t  
50 them t o  t h e  earmarked fund. With t h i s  b i l l  it cou ld  be  

d e p o s i t e d  d i r e c t l y  t o  t h e  fund .  

Don Copley,  Department o f  Highways, s a i d  t h e  b i l l  was i n t r o d u c e d  a t  t h e i r  
r e q u e s t  and would e l i m i n a t e  one bookkeeping s t e p  i n  t h e  p r o c e s s  and h e  urged 
s u p p o r t  f o r  t h e  b i l l .  

S e n a t o r  J e a n  A .  Turnage,  D i s t r i c t  #13,  P o l s o n ,  c h i e f  sponsor  o f  SB 177,  which 
is  a t  t h e  r e q u e s t  o f  t h e  Revenue Overs igh t  Committee, s a i d  t h i s  a d d r e s s e s  a 

p a r t i c u l a r  concern o f  t h e  Motor F u e l s  D i v i s i o n  o f  t h e  Depart-  
SENATE BILL ment o f  Revenue. T h i s  is  speak ing  t o  t h e  method o f  f u r n i s h i n g  

s e c u r i t y  f o r  payment by d i s t r i b u t o r s  o f  t a x e s  concerned w i t h  
177 motor f u e l s .  E s s e n t i a l l y ,  a s  I unders tand  it,  t h e  depar tment  

f e e l s  t h e  most conven ien t  form o f  s e c u r i t y  i s  a c e r t i f i c a t e  
o f  d e p o s i t  o r  i r r e v o c a b l e  l e t t e r s  o f  c r e d i t .  He asked t h e '  

f o l l o w i n g  proponent  t o  f u r t h e r  a d d r e s s  t h e  s u b j e c t .  

N o r r i s  I ~ i c h o l s ,  Department o f  Revenue, Motor F u e l s  Tax D i v i s i o n ,  s a i d  t h e  
depar tment  h a s  a c c e p t e d  C D s  s i n c e  t h e  a c t  was passed  i n  l i e u  o f  s u r e t y  bonds. 
During a  r e c e n t  a u d i t  it was b rought  o u t  t h a t  it was i l l e g a l  t o  c o l l e c t  C D s .  
CDS a r e  b e t t e r  t h a n  a  s u r e t y  bond a s  t h e  owner can c o n t i n u e  t o  c o l l e c t  i n t e r e s t  
from t h e  bank. We keep t h e  o r i g i n a l  i n  o u r  v a u l t  and i f  it i s  necessa ry  t o  g o  
a g a i n s t  t h e  owner we c a s h  it a t  t h a t  t i m e  and a s k  him t o  p o s t  a n o t h e r  CD. T h i s  
b i l l  w i l l  e n a b l e  us t o  do l e g a l l y  what we have been do ing  i l l e g a l l y .  

Lar ry  Huss, Montana Motor C a r r i e r s '  A s s o c i a t i o n ,  s a i d  t h e y  would l i k e  t o  a v o i d  
t y i n g  up money i n  a nonproduc t ive  way.   his c e r t i f i c a t e  i s  a  very conven ien t  
way o f  u t i l i z i n g  t h i s  money. 

S e n a t o r  Turnage s a i d  h e  c l o s e d  and asked M r .  N o r r i s  i f  he  had something t o  add.  
M r .  N o r r i s  s a i d  t h i s  i s  a p r a c t i c a l  way t o  h a n d l e  bonds and t h e  i n d u s t r y  l i k e s  
it. 

I n  answer t o  a  q u e s t i o n  from Rep. Underdal,  M r .  N o r r i s  s a i d  a  d i e s e l  t r u c k  
owner o n l y  i f  he  used d i e s e l  i n  bu lk  would need t o  be  l i c e n s e d  and p o s t  a  bond. 
He s a i d  it i s  g e t t i n g  tough t o  g e t  bonds from bonding companies f o r  smal l  u s e r s .  
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S e n a t o r  Frank Hazelbaker ,  D i s t r i c t  #41, D i l l o n ,  c h i e f  sponsor  of SB 181,  which 
was i n t r o d u c e d  a t  t h e  r e q u e s t  o f  t h e  Motor F u e l s  Tax D i v i s i o n ,  s a i d  t h i s  b i l l  

has  t o  do w i t h  s p e c i a l  f u e l s .  The b i l l  i s  t o  p r o v i d e  t h a t  t h e  
SENATE BILL Uni ted S t a t e s  and t h e  s t a t e  b e  exempt from t h e  t a x  on s p e c i a l  

f u e l s .  He s a i d  c o u n t i e s  and i n c o r p o r a t e d  s t a t e  d i s t r i c t s  a r e  
181  exempt from t h e  t a x .  There  i s  now a  minimal c o l l e c t i o n  from 

v a r i o u s  d i v i s i o n s  o f  t h e  s t a t e  who o p e r a t e .  H e  s a i d  o t h e r  
s t a t e s  exempt o u r  v e h i c l e s  from t h i s  s p e c i a l  f u e l  t a x  and t h e  

depar tment  would l i k e  t o  be  a b l e  t o  ex tend  t h a t  same c o u r t e s y .  

N o r r i s  N i c h o l s ,  Motor F u e l s  Tax D i v i s i o n ,  Department o f  Revenue, s a i d  S e n a t o r  
Hazelbaker  h a s  s t a t e d  t h e  c a s e  v e r y  w e l l .  The Sovereign Immunity A c t  exempts 
t h e  Uni ted  S t a t e s  government. The amount of t a x e s  a f f e c t e d  is  smal l .  

Don Copley,  Department o f  Highways, s a i d  t h e y  do have a  problem w i t h  o t h e r  
s t a t e s .  Agencies o f  o u r  s t a t e  t r a v e l i n g  through o t h e r  s t a t e s  w i t h  d i e s e l  
equipment a r e  n o t  charged and we would l i k e  t o  s e e  t h a t  r e c i p r o c i t y  extended 
i n  t h e  o t h e r  d i r e c t i o n .  

S e n a t o r  Hazelbaker  c l o s e d .  

Rep. R e i c h c r t  a s k e d  i f  t h e  r e f e r e n c e  t o  r e c i p r o c i t y  t o  o t h e r  s t a t e s  is  i n c l u d e d  
i n  t h e  l e g i s l a t i o n .  She c o u l d n ' t  f i n d  it. M r .  N o r r i s  s a i d  amendments might  
be  needed. H i s  t h i n k i n g  was when Montana was excluded we would a l s o  b e  exc lud ing  
o t h e r  s t a t e s .  He s u g g e s t e d  t h e  committee a t t o r n e y  look i n t o  t h i s .  

~ e p r e s e n t a t i v e  Thomas R.  Conroy, D i s t r i c t  #58, i n t r o d u c e d  S9 384 f o r  S e n a t o r  
Pau l  F. Boylan,  D i s t r i c t  # 3 8 ,  Bozeman. He s a i d  t h i s  b i l l  would d e f i n e  a d j u s t e d  

g r o s s  income and d e d u c t i o n s  f o r  n o n r e s i d e n t  t a x p a y e r s .  I t  is 
SENATE BILL f o r  t h e  employees o f  Decker Mine who work i n  Montana b u t  l i v e  

i n  S h e r i d a n ,  Wyoming. The workers  pay Montana income t a x e s  and 
384 t h e  s t a t e  g e t s  by w i t h o u t  spending a n y t h i n g  f o r  impact.  T h i s  

b i l l  would p e r m i t  them t o  deduc t  i n t e r e s t  on t h e i r  homes and 
g e n e r a l  c o n t r i b u t i o n s  on t h e i r  Montana income t a x .  

Jim Mockler, Montana Coal Counc i l ,  s a i d  t h e  l a r g e s t  problem is t h e  f i s c a l  one.  
He p a s s e d  t o  t h e  committee members a  f a c t  s h e e t .  A copy of  t h i s  f a c t  s h e e t  i s  
a t t a c h e d  t o  t h e  minutes .  The b i l l  h a s  been amended h e a v i l y  i n  t h e  Sena te .  H e  
w e n t  t h rough  t h e  b i l l  d i s c u s s i n g  t h e  s u b s t a n t i v e  p a r t s .  Only s t a t e s  w i t h o u t  
an  inzome t a x  would b e  a f f e c t e d  by t h i s  b i l 1 , w h i c h  l i m i t s  it t o  Wyoming. The 
b i l l  i s  l i m i t e d  t o  wages and s a l a r y  and does  n o t  p r o v i d e  d e d u c t i o n s  f o r  r e t a i l  
p r o p e r t y  o r  CDs.  It would i n v o l v e  $114,000 a  y e a r .  They a r e  e x p e c t i n g  a  mine 
p e r m i t  f o r  t h e  Spr ing  Creek Mine and t h e  computed income from t h i s  mine w i l l  
more t h a n  make up f o r  any l o s t  income from t h e  Decker mine workers.  M r .  Mockler 
a l s o  p a s s e d  a  s h e e t  showing t h e  p r o j e c t e d  f i s c a l  c o n d i t i o n s  f o r  t h e  a r e a s  i n  
Big Horn County, MT, and i n  Sher idan  County, WY, and f o r  t h e  p r o j e c t e d  S p r i n g  
Creek Mine and w i t h o u t  it. T h i s  is  a l s o  a t t a c h e d  and p a r t  of t h e  minutes .  
M r .  Mockler s a i d  t h e  o n l y  impact f o r  Montana i s  f i v e  m i l e s  of bad road.  A l l  
t h i s  b i l l  does  i s  ask  f o r  e q u i t y  f o r  t h e s e  few hundred p e o p l e  a t  Decker. 

Rep. Conroy c l o s e d  by s a y i n g  we g e t  a l l  t h e  gravy w i t h o u t  any c o s t .  L i t t l e  o r  
no th ing  h a s  been c o n t r i b u t e d  f o r  1-ocal impact s o  h e  f e l t  it o n l y  f a i r  t o  g i v e  
t h e s e  peop le  a n  e q u i t a b l e  shake.  
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S e n a t o r  Wil l iam L. Mathers ,  D i s t r i c t  #26, Mi les  C i t y ,  c h i e f  sponsor  o f  SB 162 ,  
s a i d  t h i s  b i l l  c a l l s  f o r  a  c o n s t i t u t i o n a l  l i m i t  on s t a t e  spending i f  approved 

by t h e  e l e c t o r a t e  a t  t h e  November 4 ,  1980 e l e c t i o n .  The b i l l  
SENATE BILL c a l l s  f o r  a  l i m i t a t i o n  o f  10% of  p e r s o n a l  income averaged from 

t h e  p r e v i o u s  t h r e e  y e a r s .  The p e o p l e  shou ld  have a  r i g h t  t o  
162 say  i f  t h e y  want t o  l i m i t  s t a t e  spending and s t a t e  growth.  I n  

1973 o u r  spend ing  went up 123% and o u r  growth i n  p e r s o n a l  income 
o n l y  45%.  The o n l y  way t o  p u t  some t y p e  of l i m i t  on t h e  growth 

of s t a t e  government i s  t o  do it by c o n s t i t u t i o n a l  amendment. I f  t h e  l e g i s l a t u r e  
d o e s  it t h e y  can undo it t o o  e a s i l y .  The o n l y  i n d u s t r y  i n  t h e  Helena community 
i s  government and it is t h e  f a s t e s t  growing c i t y  i n  t h e  s t a t e .  Earmarked funds  
have t o  b e  l i m i t e d  a s  w e l l  a s  t h e  g e n e r a l  fund.  S e n a t o r  Mathers s t r o n g l y  f e l t  
t h e  p e o p l e  s h o u l d  be g i v e n  t h e  o p p o r t u n i t y  t o  d e c i d e  t h i s  a t  t h e  b a l l o t  box. 

Rep. Jack Ramirez b r i e f l y  went th rough  t h e  handout  which is a t t a c h e d  and p a r t  
of t h e  minu tes .  He s a i d  by t y i n g  t h e  spending l i m i t a t i o n  t o  p e r s o n a l  income 
you w i l l  n o t  j u s t  l i m i t  t h e  i n c r e a s e  i n  government t o  i n f l a t i o n  b u t  t o  i n c r e a s e s  
i n  p o p u l a t i o n .  The l i m i t a t i o n  w i l l  t i e  government e x p e n d i t u r e s  t o  r e a l  economic 
growth.  A s  t h e  economy expands and grows t h e  s t a t e  government w i l l  be  a b l e  t o  
t a k e  advan tage  o f  t h a t  a l s o  and fund o t h e r  programs. We would be  keeping t h e  
r e l a t i v e  s i z e  of government s o  it would n o t  c o n t i n u e  t o  t a k e  a  g r e a t e r  and g r e a t e r  
p r o p o r t i o n  of o u r  income. The b i l l  l i m i t s  t h e  s i z e  o f  s t a t e  government t o  10% 
o f  Montana's  p e r s o n a l  income averagedover  t h e  p roceed ing  t h r e e  y e a r s .  The r e a s o n  
we p i c k e d  an average  o f  t h r e e  y e a r s  is  t h a t  it would h e l p  smooth o u t  any rough 
f l u c t u a t i o n s .  P icked  10% because  t h a t  i s  about  t h e  s i z e  s t a t e  government is  
r i g h t  now i f  we fund what t h e  governor  h a s  r e q u e s t e d .  I n  comparison t o  o u r  
economic w e a l t h  we would keep abou t  t h i s  s i z e  from now on. I t  would p r o v i d e  a l l  
t h e  e s s e n t i a l  s e r v i c e s  b u t  be  l i k e  an escape  v a l v e  and keep it from c o n t i n u i n g  
t o  i n c r e a s e  i n  p r o p o r t i o n  t o  o u r  p e r s o n a l  income. I t  is  f l e x i b l e - - a  2/3 v o t e  
o f  t h e  l e g i s l a t u r e  can p e r m i t  emergency changes.  C e r t a i n  funds  would be  
excluded and t h e s e  a r e  l i s t e d  i n  h i s  handout e n t i t l e d  "Montana P e r s o n a l  Income 
Accounts f o r :  P o p u l a t i o n  Growth, I n f l a t i o n  and Real Economic Growth" and 
t h i s  is  a t t a c h e d .  The b i l l  i s  workable  and t h e  p e o p l e  o f  t h e  s t a t e  shou ld  
have t h e  o p p o r t u n i t y  t o  impose t h i s  l i m i t a t i o n  i f  t h e y  wish t o  do so .  He 
mentioned a  Republ ican survey  t h a t  showed o v e r  50% of  t h e  peop le  wanted a  l i m i -  
t a t i o n  imposed by t h e  p e o p l e  r a t h e r  t h a n  by t h e  l e g i s l a t u r e  i t s e l f .  H e  s a i d  
a f t e r  t h e  n e x t  week o r  two when we have gone through t h e  a p p r o p r i a t i o n  p r o c e s s  
you w i l l  s e e  how d i f f i c u l t  it i s  t o  ho ld  down spending because  t h e r e  a r e  many 
i d e a s  on  how t o  spend t h e  money- -d i f f i cu l t  t o  look  a t  a l l  t h e s e  r e q u e s t s  f o r  
fund ing  o b j e c t i v e l y  and have t h e  s e l f  d i s c i p l i n e  t o  h o l d  t h e  l i n e  on spending.  
He urged a  be  concur red  i n .  

Ed Nelson,  Montana Taxpayers A s s o c i a t i o n ,  s a i d  t h e y  s t r o n g l y  s u p p o r t  t h i s  p i e c e  
of l e g i s l a t i o n .  He handed i n  a  g raph  which shows how s t a t e  and l o c a l  spend ing  
h a s  o u t s t r i p p e d  i n f l a t i o n .  A copy o f  t h i s  i s  a t t a c h e d  t o  t h e  minu tes .  The 
economy h a s n ' t  grown a s  r a p i d l y  a s  government,hence t h e  concerns  t h a t  growth 
is  o u t s t r i p p i n g  p e r s o n a l  growth and economic growth.  The l e g i s l a t u r e  i s n ' t  
w i l l i n g  t o  do something l i k e  t h i s .  The l e g i s l a t u r e  shou ld  look a t  t h e  p ro-  
p o s a l s  and p r e s e n t  a  reasoned  approach t o  t h e  peop le .  P r o p o s i t i o n  1 3  i s  an  
example o f  something t h a t  w a s n ' t  w e l l  thought  out- -not  good f o r  C a l i f o r n i a  nor  
would it b e  f o r  u s .  The 10% is h i g h  b u t  va l id - -a  l i m i t  i s  needed b u t  n o t  a 
l i m i t  t h a t  would i n j u r e  t h e  s t a t e .  Th i s  t y p e  o f  l e g i s l a t i o n  shou ld  be  o f f e r e d  
t o  t h e  p e o p l e .  
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J a n e l l e  F a l l o n ,  Montana Chamber o f  Commerce, s a i d  t h e i r  members f e e l  ve ry  
s t r o n g l y  t h a t  t h i s  is  a  v e r y  impor tan t  p i e c e  o f  l e g i s l a t i o n .  She quoted from 
B i l l  P o r t e r  o f  Montana Chemet h e r e  i n  Helena " S e r v i c e  t o  t h e  peop le  is what 
w e  a r e  a l l  about--whether p r i v a t e  b u s i n e s s  o r  p u b l i c .  Serve t h e  p e o p l e  and 
f i l l  t h e  needs  of t h e  p e o p l e  a s  we s e e  them." She s a i d  do e v e r y t h i n g  p o s s i b l e  
f o r  your  c o n s t i t u e n t s .  We have t o  s t o p  somewhere--right now on t h e  average  o f  
40% i s  g o i n g  f o r  t a x e s  i n  one form o r  a n o t h e r .  Lot of economists  a r e  s a y i n g  
40% is  a s  f a r  a s  we can  go. c u t t i n g  t a x e s  is  l i k e  t a k i n g  a  f l y s w a t t e r  on a 
bunch o f  b u f f a l o .  T h i s  is  a  much more major  approach.  I hope you w i l l  s t u d y  
a l l  s t a t i s t i c s  and g i v e  it v e r y  c a r e f u l  c o n s i d e r a t i o n .  

Rep. Kenneth Nordtvedt  s a i d  because  we a r e  f a l l i b l e  human b e i n g s  when s u b j e c t e d  
t o  g r e a t  p r e s s u r e s ,  a n  imposed c o n s t i t u t i o n a l  l i m i t a t i o n  on spending would 
s e r v e  t h e  b e s t  i n t e r e s t s  o f  o u r  s o c i e t y  i n  t h e  l o n g  run .  Our founding f a t h e r s  
e s t a b l i s h e d  t h a t  fundamental  r i g h t s  belong t o  t h e  peop le .  They l i m i t e d  t h e  
governmental  power--spending was n e g l i g i b l e  and o n l y  a  minute  p a r t  o f  p e o p l e ' s  
income. Times have changed and t h e r e  is p r e s s u r e  t o  spend more and more o f  t h e  
p e o p l e ' s  money. 

B i l l  G r o f f ,  Governor ' s  O f f i c e ,  spoke i n  o p p o s i t i o n .  He s a i d  t h e  i d e a  of a  
l i m i t a t i o n  is g r e a t ,  b u t  i f  you p l a c e  it i n  t h e  c o n s t i t u t i o n  you w i l l  l i v e  
t o  r e g r e t  it. The growth t h a t  you a r e  complaining abou t  i s  i n  your own 
depar tment .  The l e g i s l a t i v e  d i v i s i o n  is t h e  f a s t e s t  growing p a r t  o f  t h e  
s t a t e - - g o i n g  from 800,000 up t o  3 ,000,000.  What you a r e  a c t u a l l y  s a y i n g  i n  
t h i s  b i l l  i s  you d o n ' t  have t h e  a b i l i t y  t o  create--you c a n ' t  hand le  it y o u r s e l v e s  
--you a r e  go ing  t o  admi t  you c a n ' t  do it. If you need a  spending l i m i t a t i o n  
p u t  i n  one r i g h t  h e r e .  The peop le  you a r e  h u r t i n g  w i l l  b e  t h e  peop le  who w i l l  
f o l l o w  you. 

George Bousliman, O f f i c e  o f  Budget and Program Plann ing ,  spoke i n  o p p o s i t i o n ,  
s a y i n g  he was n o t  s u r e w h a t t h e  b i l l  would do.  T h i s  would l i m i t  a l l  fund spending.  
You s e e  no r e f e r e n c e  t o  g e n e r a l  fundsor  earmarked funds  i n  t h e  b i l l  a s  t h a t  is 
t h e  way t h e  a u t h o r s  have d r a f t e d  it. Don' t  t h i n k  t h e  e x c l u s i o n s  i n  t h e  b i l l  
a r e  a l l  t h a t  c l e a r - - s u b j e c t  t o  i n t e r p r e t a t i o n s .  He s a i d  he c o u l d  a p p r e c i a t e  
t h e  problem o f  t r y i n g  t o  d r a f t  t h i s  a s  t o  p u t  it i n  t h e  c o n s t i t u t i o n  i s  
complex, w i t h  a l l  k i n d s  of problems w i t h  d i f f e r e n t  i n t e r p r e t a t i o n s  and mechani- 
c a l  c o m p l i c a t i o n s .  He sugges ted  t h e y  look ahead t o  1981--as t h e y  w i l l  have t o  
implement it. He s a i d  he  had no q u a r r e l  w i t h  t h e  in tent- -good f i r s t  s t e p  toward 
a n o t h e r  b i l l .  H e  asked t h e  committee t o  look  very  c l o s e l y  a t  s p e c i f i c s .  

S e n a t o r  Mathers i n  c l o s i n g  s a i d  everyone a g r e e s  it is  a  good i d e a  t o  l i m i t  s t a t e  
spending.  The l e g i s l a t u r e  h a s  f a i l e d  t o  make a  l i m i t a t i o n  on s t a t e  spending.  
We a r e  r e p r e s e n t i n g  t h e  people--we a r e  t o  de te rmine  how t h e  money is t o  be  
s p e n t  b u t  somehow we have been unab le  t o  l i m i t  o u r s e l v e s .  One o f  t h e  r e a s o n s  
we can  g i v e  some o f  t h e  t a x  r e l i e f  programs i s  we found 24 m i l l i o n  d o l l a r s  we 
h a d n ' t  a n t i c i p a t e d .  F i r s t  we have t o  g e t  t h e  c o n s t i t u t i o n a l  amendment and t h e n  
t h e  l e g i s l a t u r e  can e s t a b l i s h  t h e  r u l e s  by which t h i s  can be  enforced .  T h i s  is  
ex t remely  i m p o r t a n t  a s  it is  t h e  o n l y  way t o  l i m i t  s t a t e  spending.  We have a  
tendency t o  spend a l l  t h e  money a v a i l a b l e .  Every t ime  we come h e r e  we spend 
e v e r y  penny o f  it. I t ' s  t i m e  we p u t  a  l i m i t a t i o n  t o  t h e  spending and g i v e  some 
t a x  r e l i e f  t o  t h e  peop le .  

Sena tor  Mathers r e q u e s t e d  t h a t  Rep. Ramirez a l s o  be  p e r m i t t e d  t o  c l o s e .  
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Rep. Rarnirez s a i d  one of t h e  r e a s o n s  we cannot  l i m i t  s t a t e  spending is  due  
t o  t h e  p r e s s u r e s  b rought  by l o b b y i s t s  and s p e c i a l  i n t e r e s t  groups .  The l a r g e s t  
lobby group t h a t  comes b e f o r e  u s  i s  t h e  s t a t e  government. No reason  t h e  Depart-  
ment o f  Revenue shou ld  be  i n  h e r e  making t h e  s t a t e m e n t  t h e y  d i d .  I ' m  o f f e n d e d  
by s t a t e  a g e n c i e s  making t h a t  k i n d  o f  a  s t a t e m e n t  t o  t h e  s tate l e g i s l a t u r e .  
Argument g i v e n  t o  you by M r .  Groff h a s  n o t h i n g  t o  do w i t h  t h e  Department of  
Revenue. The i d e a  t h a t  we were g i v i n g  up r e s p o n s i b i l i t y  cou ld  n o t  b e  f u r t h e r  
from t h e  t r u t h .  Source  o f  a l l  o u r  a u t h o r i t y  i s  t h e  peop le  and w e  have f o r -  
g o t t e n  t h a t  and t h a t  i s  why a l l  we a r e  do ing  is  s a y i n g  a l l  a u t h o r i t y  comes 
from t h e  p e o p l e .  L e t  them d e c i d e  on t h i s  j u s t  a s  t h e y  have s a i d  we c a n ' t  d e f i c i t  
spend. R a t h e r  a r r o g a n t  o f  u s  n o t  t o  l e t  t h e  peop le  make t h i s  cho ice .  We know 
how d i f f i c u l t  it i s  t o  p l a c e  t h a t  l i m i t a t i o n  on o u r s e l v e s .  How much b e t t e r  it 
would b e  i f  w e  had t h a t  l i m i t a t i o n .  We would t h e n  have t o  set up p r i o r i t i e s  
and n o t  p a s s  e v e r y  b i l l  and spend a s  much a s  we can.  

Vice-chairman Dass inger  s a i d  t h i s  committee is a  broad-minded committee t h a t  
can s i f t  th rough  in format ion .  We a l l o w  any and a l l  i n f o r m a t i o n  p o s s i b l e  t o  
be p r e s e n t e d .  Ques t ions  from t h e  committee? 

R e p .  R e i c h e r t  asked a b o u t  t h e  c o n s i d e r a b l e  amount of money t h a t  we g e t  from 
t h e  f e d e r a l  government. S e n a t o r  Mathers s a i d  t h i s  is n o t  counted b u t  w e  shou ld  
remember when we use  f e d e r a l  money it o b l i g a t e s  t h e  s ta te--matching funds  and i n  
many programs e v e r y  succeed ing  y e a r  t h e  s t a t e  assumes more o f  t h e  load--example 
is s p e c i a l  e d u c a t i o n  money. 

Rep. Lien asked  how many s t a t e s  have t h i s  l i m i t a t i o n .  Sen. Mathers s a i d  seven 
- - f i v e  a r e  c o n s t i t u t i o n a l  and  2 s t a t u t o r y .  Rep. Wil l iams asked  concern ing  
Mich igan ' s  which i s  by s t a t u t e .  Rep. Ramirez s a i d  h e  would t r y  t o  g e t  more 
i n f o r m a t i o n  on t h i s .  Rep. Johnson asked i f  t h i s  might  s h i f t  t h e  t a x  burden s t i l l  
more o n t o  p r o p e r t y  t a x e s .  Rep. Ramirez f e l t  t h e r e  would be s u f f i c i e n t  p o l i t i c a l  
p r e s s u r e  t o  p r e v e n t  t h i s .  

Chairman Huennekens r e t u r n e d .  Due t o  a Sena te  appearance he had been unab le  t o  
speak a s  an  opponent .  

Rep. Huennekens s a i d  w e  are engaged i n  a p h i l o s o p h i c a l  d i s c u s s i o n  on t h e  f u n c t i o n  
o f  s t a t e  government--how it works and how w i l l  it work. He sugges ted  t h e  s t a t u t o r y  
approach be t r ied  f o r  two y e a r s  a n d , i f  it d i d  n o t  work go t o  t h e  c o n s t i t u t i o n a l  
approach.  

R e p .  Ramirez q u e s t i o n e d  i f  one would be  a b l e  t o  judge i n  two y e a r s  t h e  e f f e c t i v e -  
n e s s  o f  t h e  l i m i t a t i o n .  Rep. Huennekens s a i d  t o  make it f o r  f o u r  y e a r s .  

R e p .  Ramirez s a i d  we a r e  seek ing  a  long  t e rm s o l u t i o n .  We a r e  approaching t h e  
c r i t i c a l  p e r c e n t a g e  t h a t  i f  we p u t  more of o u r  n a t i o n a l  wea l th  i n t o  s t a t e  expen- 
d i t u r e s  each  y e a r  we w i l l  r each  t h e  p o i n t  o f  no r e t u r n .  S t a t u t o r y  i n  one two 
y e a r  p e r i o d  i s  n o t  going t o  be workable .  We s e e  l o o k i n g  a t  p a s t  h i s t o r y  t h e  
o v e r a l l  long-range tendency h a s  been f o r  government t o  grow. W e  might  be a b l e  
t o  t u r n  it around b u t  o v e r  t h e  l o n g  pul l .  it is  j u s t  n o t  going t o  be  p o s s i b l e .  
The f o r c e s  a r e  the re - - they  have been p u t  i n t o  e x i s t e n c e .  By t h e  t i m e  you l e t  it 
go t o  p rove  your  p o i n t  you might n o t  be a b l e  t o  g e t  a  c o n s t i t u t i o n a l  l i m i t a t i o n .  

R e p .  Huennekens s a i d  we a r e  s t i l l  o p e r a t i n g  i n  t h e  realm o f  s u p p o s i t i o n .  A s  soon 
a s  we f i n d  it d o e s n ' t  work t h e n  we shou ld  go t h e  c o n s t i t u t i o n a l  approach.  W e  
have t o  f i n d  o u t  by do ing .  
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Sen. Mathers s a i d  t h e  g o v e r n o r ' s  budget  is  a c o n s e r v a t i v e  budget .  We s t a r t e d  
o u r  a p p r o p r i a t i o n  p r o c e s s  t h i s y e a r t o  l i m i t  o u r  s t a t e  spending and t h e n  found 
w e  had 24 m i l l i o n  d o l l a r s  more revenue.  We t a l k e d  abou t  how t o  spend it r a t h e r  
t h a n  a b o u t  t a x  r e l i e f .  I f  t h e  money i s  t h e r e  we a r e  going t o  spend it. 

Rep. Ramirez s a i d  it h a s  r e q u i r e d  a superhuman e f f o r t  t o  ho ld  down spending.  
There  are many v o t e s  t o  spend--no m a t t e r  what t h e  j u s t i f i c a t i o n  is. So it 
t a k e s  a l o t  o f  courage  t o  v o t e  a g a i n s t  t h e s e  spend ing  b i l l s .  The day t h e s e  
p e o p l e  go home who used t h a t  courage  t h e r e ' l l  be  f o r c e s  a t  work t o  d e f e a t  
t h e s e  p e o p l e  t h e  n e x t  e l e c t i o n .  

Rep. Huennekens asked  i f  t h e r e  i s  any 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 u r e  as a 
whole is more i n c l i n e d  t o  v i o l a t e  a s t a t u t o r y  p r o v i s i o n  t h a n  a c o n s t i t u t i o n a l  
one.  

Rep. Ramirez s a i d  w i t h  t h e  spending l i m i t a t i o n  you can  a c c e p t  any a p p r o p r i a t i o n .  
A l l  you need t o  s a y  i n  t h e  s t a t u t e  i s  t h a t  t h e  a p p r o p r i a t i o n  is v o i d  i f  t h e  
spending l i m i t a t i o n  i s  reached .  

Sen. Mathers s a i d  what t h e  p u b l i c  i s  i n t e r e s t e d  k . is l 'Did we g e t  t h e  money?" 
They a r e  n o t  r e a l l y  i n t e r e s t e d  i n  what we a r e  doing.  

Rep. Huennekens s a i d  it is  t h e  i n t e r a c t i o n  o f  t h e  two houses  t h a t  produces  t h e  
t r u l y  e f f e c t i v e  l e g i s l a t i o n .  W e  shou ld  w a i t  u n t i l  o u r  a p p r o p r i a t i o n  p r o c e s s  
h a s  s o l i d i f i e d  i n s t e a d  o f  approaching t h i s  m a t t e r  from t h e  s t a n d p o i n t  o f  open- 
end o p p o s i t i o n .  F e e l i n g s  abou t  t h i s  l e g i s l a t i o n  a r e  unfounded. S t a t e  l e g i s l a t u r e s  
do r e p r e s e n t  t h e  p e o p l e ,  t h e y  a r e  r e p r e s e n t i n g  them i n  t h e  p r e s e n t  s i t u a t i o n  
and w i l l  c o n t i n u e  t o  do t h a t .  

Rep. Nordtvedt  s u g g e s t e d  p r o t e c t i n g  b o t h  t h e  l e g i s l a t u r e  and t h e  peop le  by 
l i m i t i n g  themse lves  by t h e  c o n s t i t u t i o n .  T h i s  w i l l  p r o t e c t  from what we may 
do i n  h a s t e .  

Rep. Doz ie r  asked  what w i l l  happen i f  t h i s  is  p u t  on t h e  b a l l o t  and d e f e a t e d .  
Rep. Ramirez s a i d  t h i s  is  f i n e - - t h a t  w i l l  b e  t h e  w i l l  of t h e  peop le .  Rep. 
Doz ie r  asked  i f  d e f e a t e d  do you t h i n k  we cou ld  come back and do it s t a t u t o r i l y .  

Rep. H i r s c h  s u g g e s t e d  t h a t  t h e  wording sugges ted  f o r  t h e  b a l l o t  s h o u l d  be more 
muted and n o t  s o  loaded .  Rep. Ramirez s a i d  it was done by t h e  L e g i s l a t i v e  Counci l  
b u t  he  would have no problem w i t h  changing it. 

Rep. Huennekens s a i d  h e  was a b i t  b o t h e r e d  by t h e  concep t  of t h e  f u n c t i o n  
o f  competing s p e c i a l  i n t e r e s t  groups .  We meet t o  p r e s e n t  d i f f e r i n g  view p o i n t s  
and it i s  t h e  b a l a n c i n g  o f  t h e s e  d i f f e r e n t  view p o i n t s  t h a t  produces  t h e  g r e a t e s t  
good. 

&p.Ramirez s a i d  s p e c i a l  i n t e r e s t  groups  shou ld  r e p r e s e n t  t h e i r  s p e c i a l  i n t e r e s t s  
t o  a p o i n t  b u t  n o t  go beyond t h a t .  They look  o n l y  a t  t h e i r  own i n t e r e s t  and 
n o t  a t  t h e  whole th ing- - the  o v e r a l l  good. 

Rep. Huennekens asked i f  h e  f e l t  t h e  l e g i s l a t u r e  was i n c a p a b l e  o f  r e s i s t i n g  
s p e c i a l  i n t e r e s t  groups .  He s a i d  he r e s i s t s  them e v e r y  day o f  t h e  s e s s i o n .  

Rep. Ramirez s a i d  s p e c i a l  i n t e r e s t  groups  a r e  a b l e  t o  g e t  more peop le  t o  a g r e e  
t h a n  t o  d i s a g r e e .  Those s p e c i a l  i n t e r e s t  g roups  p r e y  on everyone o f  us .  
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Rep. Huennekens asked  Rep. Ramirez i f  he  was ready  t o  do away w i t h  l o b b y i s t s  
e n t i r e l y .  

Rep. Ramirez s a i d  w e  have a c o n s t i t u t i o n a l  form of  government and it s a y s  i n  
e f f e c t  t h e  u l t i m a t e  a u t h o r i t y  rests w i t h  t h e  peop le .  They l i m i t  governmenb 
by g r a n t i n g  what a u t h o r i t y  t h e y  wish t h e  government t o  have. And i f  t h e y  
want t o  l i m i t  t h a t  we can o n l y  spend a c e r t a i n  amount o f  t h e i r  w e a l t h  t h e y  
can.  Otherwise  we a r e  n o t  b e i n g  r e s p o n s i v e  t o  t h e  o v e r a l l  good. 

Rep. Lien recommended t h a t  Ramirez and Huenliekens d e b a t e  t h i s  on t h e  f l o o r .  

Rep. Ramirez s a i d  he  was h e r e  because  of t h i s  b i l l .  "we a r e  go ing  t o  c r o s s  o v e r  
t h e  p o i n t  o f  no r e t u r n .  Too h e l l  w i t h  t h e  Democratic and Republ ican par ty - -  
I am f o r  t h e  good of  t h e  whole s t a t e . "  

SENATE BILL 492 The sponsor ing  s e n a t o r ,  S e n a t o r  S t i m a t z ,  was n o t  p r e s e n t .  
Don Stumphy o f f e r e d  t o  p r e s e n t  t h e  b i l l  f o r  t h e  s e n a t o r  b u t  t h e  committee 
d e c i d e d  t o  h o l d  t h e  b i l l  u n t i l  t h e  s e n a t o r  cou ld  b e  p r e s e n t .  

Chairman Huennekens took t h e  c h a i r  and opened t h e  meet ing t o  an e x e c u t i v e  
s e s s i o n .  

EXECUTIVE SESSION 

SENATE BILL 167 

Rep. B u r n e t t  soved  be  concur red  i n .  He f e l t  it was t ime  t h e  income t a x  exemption 
was r a i s e d .  

Rep. Dass inger  made a s u b s t i t u t e  motion of be n o t  concur red  i n .  He f e l t  t h e  
economy might  n o t  be  a b l e  t o  hand le  it. He a l s o  f e l t  t h e  exemptions a r e  a form 
o f  t a x  d e d u c t i o n  o r  a g i f t  t o  t h e  pe rson  who pays  t h e  h i g h e r  ra te - - shou ld  b e  
a t a x  c r e d i t  t o  be  a f a i r  c u t .  

Rep. Underdal f e l t  t h i s  w a s  a c l e a n  b i l l  and shou ld  b e  k e p t  a l i v e  a t  l e a s t  f o r  
t h e  p r e s e n t .  Rep. Fabrega s a i d  he f a v o r s  t h e  $1000 deduc t ion .  We shou ld  n o t  
t a x  t h e  b a r e  n e c e s s i t y  t o  e x i s t .  

Quest ion was c a l l e d  and a r o l l  c a l l  v o t e  was t a k e n  on t h e  motion o f  BE NOT 
CONCURRED and it c a r r i e d  w i t h  11 v o t i n g  y e s  and 7 no ( B e r t e l s e n ,  B u r n e t t ,  
Fabrega,  Nord tved t ,  S i v e r t s e n ,  Underdal,  V i n g e r ) ;  and Rep. Fagg a b s e n t .  

SENATE BILL 168 

Rep. Dass inger  moved be  n o t  concur red  i n .  He f e l t  t h i s  a l s o  gave r e l i e f  t o  
t h o s e  w i t h  h i g h e r  incomes. Rep. Fabrega moved a s u b s t i t u t e  motion o f  t a b l i n g  
t h e  b i l l  and a c t  i n s t e a d  on SB 187. Chairman Huennekens s a i d  he  cou ld  s e e  no 
p o i n t  i n  t a b l i n g  t h e  b i l l .  I t  c o u l d  have a $30,000,000 impact.  A r o l l  c a l l  
v o t e  was t a k e n  on t h e  motion t o  t a b l e  and i t  p a s s e d  w i t h  11 v o t i n g  y e s  and 
8 no (Huennekens, Dass inger ,  G i l l i g a n ,  Har r ing ton ,  Johnson, Nordtvedt ,  Robbins, 
W i l l i a m s ) .  
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SENATE BILL 187 

Rep. Fabrega moved be  concur red  i n .  He s a i d  t h i s  would d e c r e a s e  t h e  s u r t a x  
s o  t h e  impact  wouldn ' t  be s o  g r e a t .  Rep. Dass inger  s a i d  he  f e l t  t h i s  b i l l  
was worse t h a n  t h e  l a s t .  He s a i d  we a r e  n o t  b i t i n g  t h e  b u l l e t  b u t  t r y i n g  
t o  p u t  i n  on a n o t h e r  l e g i s l a t u r e ' s  back.  He moved be  n o t  concur red  i n .  
Rep. Doz ie r  spoke a g a i n s t  t a k i n g  o f f  t h e  s u r t a x .  Rep. Fabrega s a i d  we a r e  
n o t  p a s s i n g  it on t o  t h e  n e x t  s e s s i o n - - i t  a f f e c t s  1979 and 1980 income s o  
a l l  o f  t h e  impact  is w i t h i n  t h i s  biennium. 

Chairman Huennekens s a i d  we a r e  t a l k i n g  o f  a r e d u c t i o n  o f  $20,000,000. 

Rep. Underdal s a i d  t h e  n e x t  s e s s i o n  we can  do whatever  t h e  s i t u a t i o n  w a r r a n t s .  
A s  l o n g  a s  we can s t a y  w i t h i n  t h e  p r o j e c t e d  income--simply a way t o  g i v e  
back income. 

Ques t ion  was c a l l e d  and a r o l l  c a l l  v o t e  was t aken  and t h e  motion t o  be 
concur red  i n  f a i l e d  w i t h  8 v o t i n g  f o r  and 11 a g a i n s t .  Those v o t i n g  f o r  
were Reps. B e r t e l s e n ,  B u r n e t t ,  Fabrega,  Fagg, Nordtvedt ,  S i v e r t s e n ,  Underdal 
and Vinger .  The committee moved t o  r e v e r s e  t h e  v o t e .  The b i l l  r e c e i v e s  a 
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Rep. Dass inger  moved b e  n o t  concur red  i n .  He s a i d  t h e  i d e a  o f  t a x  r e f u n d s  
b e i n g  g i v e n  t o  r e n t e r s  i s  n o t  workable .  I f  two l i v e  i n  t h e  same apartment--  
who would p u t  i n  f o r  t h e  t a x  r e l i e f  and how cou ld  t h e  s t a t e  t e l l  i f  b o t h  p u t  
i n .  

Rep. S i v e r t s e n  asked  how a l l  o t h e r  d e d u c t i o n s  a r e  enforced .  Connect same 
a d d r e s s  w i t h  t h e  computer. 

Rep. R e i c h e r t  s a i d  s h e  cou ld  f o r e s e e  a n o t h e r  problem. P l a c e s  l i k e  Eagle  Manor 
- - s i n c e  it h a s  t o  b e  p r o p e r t y  s u b j e c t  t o  p r o p e r t y  t a x a t i o n - - p e o p l e  l i v i n g  i n  
p l a c e s  l i k e  t h i s  o f t e n  have a v e r y  l i m i t e d  income and t h i s  cou ld  l e a d  t o  a l o t  
of an imos i ty .  

Rep. Nordtvedt  s a i d  h e  f e l t  t h i s  was an  i d e a l  form of t a x  r e l i e f - - v a s t  improvement 
over t h e  Homestead Tax R e l i e f  Act as it i n c l u d e s  90,000 l i v i n g  u n i t s  t h a t  a r e  
r e n t e r s  and which a r e  exc luded  from t h e  o t h e r .  He s a i d  it could b e  e n f o r c e d  
t o  same d e g r e e  a s  a l l  t h e  o t h e r  d e d u c t i o n s  a r e  enforced .  

Rep. Wil l iams s a i d  he  was opposed t o  t h e  b i l l .  He s a i d  Minnesota h a s  such a 
law. 

Rep. Fagg s a i d  he imagined t h e  Sena te  w i l l  k i l l  t h e  Homestead B i l l  i f  we k i l l  
t h i s .  Anything we do h e r e  -- i t . b w i l l  be h a s t y  t o  t a k e  a c t i o n  on t h e  b i l l  u n t i l  
we g e t  done reviewing.  

Chairman Huennekens s a i d  it i s  q u i t e  t r u e  t h e  Sena te  might  k i l l  t h e  Homestead 
B i l l .  I t  w i l l  be t h e i r  doing--we can e i t h e r  go t o  confe rence  committee o r  
suspend t h e  r u l e s  and t h e y  can r e t u r n  t o  u s  a n o t h e r  b i l l .  The s t a t e  
d o e s n ' t  r e l y  on t h e  hones ty  o f  t h e  t axpayer  b u t  r e l i e s  on t h e  IRS. From t h e  
IRS t h e r e  i s  no way t o  t e l l  t i m e  s p e n t  i n  a r e s i d e n c e .  There  i s  no w a y t h a t t h e  
Department o f  Revenue w i l l  do any checking on t h i s .  



66. 
4/2/79 
Page 9 

Rep. Fagg s a i d  a  simple amendment could be added. We a r e  here t o  g e t  some t a x  
r e l i e f  and we a r e  no t  going t o  s t a r t  by k i l l i n g  h i l l s  l i k e  t h i s .  This  would 
be premature.  Move a  s u b s t i t u t e  motion t h a t  we t a b l e  t h e  b i l l .  He s a i d  t h i s  
b i l l  i s  no t  p a r t i s a n  and could be ou r  v e h i c l e  t o  g e t  o u t  of here .  

Rep. Reicher t  mentioned a  l o t  of people we want covered would no t  q u a l i f y .  
She suggested he r  l o c a l  revenue shar ing  b i l l  a s  a  p o s s i b i l i t y  f o r  t a x  r e l i e f .  

Rep. Harr ington f e l t  it was a  bad b i l l .  

Rep. Lien suggested having t h e  head of t h e  household amended i n .  He a l s o  
mentioned it was a  Senate  committee b i l l  wi th  only two adverse vo te s .  

Rep. Harrington suggested leaving  t h e  b i l l  i n  committee u n t i l  today o r  
tomorrow--maybe a  l i t t l e  has ty  t o  say we have t o  t ake  a c t i o n .  

Rep. Nordtvedt s a i d  t a x  r e l i e f  i s  no t  a  r e d i s t r i b u t i o n  b i l l - - i t  r e t u r n s  t h e  
money t o  t h e  taxpayers .  

Question was c a l l e d  and a  r o l l  c a l l  vo te  was taken on t h e  motion t o  t a b l e .  
The motion c a r r i e d  wi th  10 vot ing  f o r  and 8 opposed (Huennekens, Dassinger ,  
Dozier,  G i l l i g a n ,  Harr ington,  Reicher t ,  Robbins, Wi l l iams) ;  absent  was 
Rep. Ber te l sen .  SB 522 r ece ives  a  recommendation t o  TABLE. 

SENATE BILL 184 

Rep. Fabrega moved be no t  concurred i n .  He s a i d  t h i s  b a s i c a l l y  s h i f t s  t h e  
h igher  t axes  from the  high va lue  c a r s  t o  t he  middle and bottom. Also 
l o s e  t h e  p o t e n t i a l  of deduct ing from income t a x .  Seven mi l l i on  would leave  
Montana f o r  f e d e r a l  c o f f e r s  and he s a i d  he d i d  no t  f e e l  l i k e  being t h a t  generous. 

Rep. Hirsch moved a  s u b s t i t u t e  motion t o  postpone t h i s  t o  a  d a t e  c e r t a i n .  
He s a i d  the  Oversight  Committee had worked hard on t h i s  b i l l  and it deserves  
more time. The da t e  c e r t a i n  would be tomorrow. The motion c a r r i e d  with 
Rep. Dassinger vot ing  no. 

Meeting adjourned a t  1 1 : l O  a.m. 




