
HOUSE TAXAT I O N  COMMITTEE 

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

The committee came t o  o rde r  under Chairman Herb Huennekens, a t  9100 a.m., 
A p r i l  13 ,  1979, i n  Room 434, Cap i to l  Bui ld ing ,  Helena, Reps.Bertelsen 
and G i l l i g a n  were excused. Rep. Williams was absent .  S t a f f  a t t o r n e y ,  
Randy McDonald was p re sen t .  

Th i s  was an execu t ive  s e s s ion .  

Rep, Huennekens asked t h e  committee i f  they wanted t o  have committee b i l l s  
prepared provid ing  t a x  r e l i e f  through p rope r ty  and income t a x  procedures.  

Rep. Fagg moved t h a t  two b i l l s  be prepared s u b j e c t  t o  d i s cus s ion  p rev ious ly  
had on p rope r ty  tax .  Th i s  was t o  be done through a c a l c u l a t i o n  based on t h e  
a c t u a l  t a x  f i g u r e s  rece ived  from your county t r e a s u r e r ,  and t o  t h e s e  t a x  
f i g u r e s  a percentage ,  10% was o r i g i n a l l y  suggested,  would be deducted a s  a 
ma t t e r  of procedure.  The approach would be  through a c r e d i t  a g a i n s t  income, 
and i n  t hose  ca se s  where t h e  income t a x  l i a b i l i t y  was no t  a s  g r e a t  a s  t h e  
p rope r ty  t a x  l i a b i l i t y ,  t h e r e  would be  a r e b a t e .  Otherwise t h e  r e b a t e  
would be s e n t  from t h e  Department of Revenue. A l i m i t  of $100 of p rope r ty  
t a x  would be  app l i ed  t o  l e s s e n  income t a x  o r  r e c e i v e  a refund no t  i n  excess  
of $100. 

The second b i l l ,  o r  p a r t  of t h e  package, would be  a b i l l  t h a t  would add re s s  
t h e  income s i d e  of t h e  package wi th  t h e  element being t h e  exemption, t h e  
deduct ion  a s  f a r  a s  income t a x  is concerned would be  determined. Would w e  
inc lude  indexing? No. 

Rep. Fabrega s a i d  we a r e  going t o  s t a r t  wi th  a c e i l i n g  of $800 exemption 
wi th  $2,000 and $4,000 f o r  income base.  A 20% deduct ion would be used f o r  
t h e  s tandard  deduct ion  f o r  t h e  purpose of s t a r t i n g  i t  out .  

Rep. Fagg suggested an except ion  could be made t h a t  i f  revenues i n c r e a s e ,  
could have an increased  o r  reduced deduct ion.  

Rep. Dassinger thought t h e s e  could be ad jus t ed  a f t e r  w e  g e t  t h e  b i l l .  

Rep. Fabrega suggested t h e  Department of Revenue be au thor ized  t o  put  i n  a 
f l o a t i n g  deduct ion.  Once w e  have t h e  s u r p l u s  f i g u r e s  a s  of June 30, 1979, 
f o r  every m i l l i o n  d o l l a r s  i n  s u r p l u s ,  t h e  Department of Revenue could i n c r e a s e  
t h e  exemption by $10. 

Rep. Huennekens s a i d  have t o  e s t a b l i s h  two t h i n g s  - one t h a t  t h e r e  would be 
enough money t o  f i nance  t h e  government and t o  f i nance  schools ,  and then  make 
an  adjustment  i n  on ly  one t h i n g  - t h e  deduct ion  provided t h e r e  is a s u r p l u s .  

Rep. Fabrega, assuming a dec rease  i n  what remains i n  ques t i on  ($800 exemption 
w i l l  cause something l i k e  a $16.6 m i l l i o n  l o s s )  and we a r e  going t o  have t o  
a g r e e  on a c e r t a i n  s u r p l u s  t h a t  i s  going t o  have t o  be maintained i n  t h e  
g e n e r a l  fund,  i f  t h e  s u r p l u s  on June 30, 1979, exceeds t h e  amount agreed upon, 
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( say  $8-10 M i l l i o n )  t h a t  f o r  e v e r y  m i l l i o n  d o l l a r s  i n  i n c r e a s e ,  t h e  Depart-  
ment of Revenue w i l l  a d j u s t  t h e  exemption by $10. 

Rep. Huennekens f e e l s  t h e r e  h a s  t o  be a l i t t l e  more leeway f o r  t h e  depar tment  
s i n c e  i t  is  going t o  have t h e  o p t i o n  t o  f i g u r e  what t h e  s u r p l u s  is  go ing  t o  
be l e f t .  

Rep. L ien  t h i n k s  t h e  beau ty  of t h a t  i s  t h a t  i t  shou ld  r e s o l v e  t h e  i s s u e  of 
what t h e  income i s  going t o  be. Perhaps  i t  might go t o  $1,000. It w i l l  
a u t o m a t i c a l l y  t a k e  c a r e  of i t s e l f .  

Rep. Huennekens reminded t h e  committee t h e y  a r e  a u t h o r i z i n g  p r e p a r a t i o n  of 
such  b i l l s  a t  t h e  moment. Adoption a l s o  t a k e s  a 314 v o t e .  Probably  t h e r e  
w i l l  b e  some changes  a t  t h a t  t ime.  

Rep. Dass inger  sugges ted  l e a v i n g  a n  e s c a l a t o r  c l a u s e  i n  and p u t  i n  a d e e s c a l a t o r  
c l a u s e  because  i t  might go below $800; however, t h a t  can be p u t  i n  a s  an  
amendment a f t e r w a r d s .  

Rep. Fagg wants  t o  have a l l  of t h e  c h i p s  on t h e  t a b l e  by Tuesday. 

S t a f f  a t t o r n e y  i s  t o  p r e p a r e  b i l l  w i t h o u t  t h e  c l a u s e .  

Rep. Huennekens adv i sed  t h a t  HB 398 had been amended d r a s t i c a l l y  by Sena tor  
Watt. Rep. S i v e r t s e n  s a i d  h e  d o e s n ' t  want t h i s  proposed package w i t h o u t  398. 
Rep. Fagg reminded t h a t  i s  p a r t  of t h e  package. Rep. Fabrega wants  398 t o  be  
p a r t  of t h e  package.  Rep. R e i c h e r t  asked i f  i t  w i l l  be  an  i n c r e a s e  t o  l o c a l  
governments? Don't  know. 

Rep. Nordtvedt  asked  i f  t h e r e  would be a t a x  c r e d i t  on t h e  income tax form. 
Thinks  from t h e  p o i n t  of v iew of keeping a d m i n i s t r a t i v e  c o s t s  t o  a minimum 
t h i s  shou ld  be done. 

Rep. Huennekens p r e f e r s  a d i r e c t  payment t o  t h e  t axpayers .  Rep. Har r ing ton  
p r e f e r s  a d i r e c t  payment t o  p e o p l e  s i n c e  o l d e r  peop le  might n o t  have t o  f i l e  
an income t a x  r e t u r n .  Rep. Fagg p e r s o n a l l y  approves  making checks  o u t .  Rep. 
Johnson wants  checks  s e n t  o u t  f o r  r e f u n d s .  

Rep. Huennekens exp la ined  t h e  Department of Revenue has  a m a i l i n g  l i s t  t h a t  
was p r e v i o u s l y  used and t h e y  wi l l .  be  mai led t h e  form, o t h e r w i s e  i t  w i l l  be on 
t h e  income t a x  form. Might be a b l e  t o  go t o  a 15% deduc t ion .  

Rep. Johnson asked how t h e  peop le  who d o n ' t  know about  t h e  a p p l i c a t i o n  f i n d  
o u t  i t  i s  a v a i l a b l e .  There  w i l l  be  s e v e r a l  p l a c e s  where a p p l i c a t i o n s  can b e  
o b t a i n e d  . 
Rep. S i v e r t s e n  mentioned t h e  way t h e  b i l l  was d i s c u s s e d  is t h a t  we would 
have t h e  c r e d i t  and i f  t h i s  o t h e r  t h i n g  i s  something t h a t  you t h i n k  might  
have t o  be cons idered  down t h e  r o a d ,  maybe you could  have t h a t  a s  a s i d e  
of t h i s  and have i t  d r a f t e d  up w i t h  t h e  10% c r e d i t  and if t h i s  o t h e r  t h i n g  
comes up we would have i t  ready.  

Rep. Huennekens s a i d  we would have two d r a f t s .  
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Rep. Nordtvedt  s a i d  h e  would have t o  oppose t h e  amendment, 

Rep. Fagg d i d n ' t  t h i n k  t h e  committee i s  l e t t i n g  down t h e  committee of 10.  
Recommends b i l l s  be  d r a f t e d  w i t h  o p t i o n s  b o t h  ways. Doesn' t  t h i n k  we a r e  
b reak ing  any a l l e g i a n c e  t o  committee of 10. 

Rep. H a r r i n g t o n  recommended going ahead w i t h  d r a f t i n g  of b o t h  b i l l s ,  H e  f e e l s  
v e r y  s t r o n g l y  a b o u t  t h e  re fund  being s e n t  o u t  by check i n s t e a d  of b e i n g  a n  
income tax c r e d i t .  

Rep, Fabrega thought  t h e  checkoff  on income t a x  might  c o s t  t h e  l e a s t ,  b u t  h e  
h a s  no problem i n  hav ing  i t  drawn up.  H e  t h i n k s  b o t h  b i l l s  should  b e  drawn 
UP * 

Rep, H a r r i n g t o n  r e p e a t e d  h i s  s t a t e m e n t  t h a t  h e  f e e l s  t h i s  i s  a p r o p e r t y  t a x  
r e f u n d ,  and is  v e r y  impor tan t  - more s o  t h a n  a n  income t a x  d e d u c t i o n .  He 
wants  a  w a r r a n t  t o  a r r i v e  f o r  p r o p e r t y  t a x  owners. 

Rep. R e i c h e r t  asked i f  i t  would be  p o s s i b l e  t o  have a n  o p t i o n  s o  t h a t  t h o s e  
who d o n ' t  f i l e  an  income t a x  can s t i l l  r e c e i v e  t h e  p r o p e r t y  t a x  r e l i e f .  

Rep. Nordtvedt  reminded t h i s  w a s n ' t  dec ided  i n  t h e  committee of 10  where t h e  
r e t u r n s  went of i f  by checkof f .  

Rep, R e i c h e r t  would l i k e  t o  have them drawn up as a n  o p t i o n .  

Randy McDonald, S t a f f  At to rney ,  saw no problem w i t h  d r a f t i n g  b i l l s  i n  accordance 
w i t h  t h e  commi t tee ' s  recommendations. 

Rep. H a r r i n g t o n  c l a r i f i e d  t h e  b i l l  is  t o  be drawn up and looked a t .  A f t e r  i t  
r e a c h e s  t h e  committee,  t h e r e  i s  no c e r t a i n t y  t h a t  i t  would go t h a t  way. It 
cou ld  be  changed l a t e r  i f  n o t  s a t i s f a c t o r y .  

Rep. Huennekens asked i f  t h e  motion of a d d r e s s i n g  t h e  m a t t e r  of p r o p e r t y  t a x  
r e d u c t i o n  w i t h  t h e  two r o u t e s  of repayment should be  adopted.  There  were No 
Noes - t h e  n e c e s s a r y  314 v o t e  succeeded.  

The mot ion  t h a t  t h e  s t a f f  a t t o r n e y  draw up a n  income t a x  b i l l  d e a l i n g  w i t h  t h e  
c o n s i d e r e d  d e d u c t i o n s  was adopted w i t h  No Noes - t h e  n e c e s s a r y  3 / 4  v o t e  c a r r i e d .  
There  w i l l  be  two b i l l s  drawn up. 

SENATEBILL 162 - To submit  t o  e l e c t o r s  an  amendment t o  t h e  c o n s t i t u t i o n  t o  p l a c e  
a l i m i t  on annua l  s t a t e  e x p e n d i t u r e s .  T h i s  b i l l  w i t h  t h e  c o n s t i t u t i o n a l  p rov i -  
s i o n  w i l l  be  a t  odds w i t h  a s t a t u t o r y  p r o p o s a l  t o  l i m i t  s t a t e  e x p e n d i t u r e s .  

Rep. Fabrega made a motion t h a t  SB 162 be s e n t  t o  t h e  f l o o r  w i t h o u t  recommendation 
Rep. S i v e r t s e n  would l i k e  t o  s e e  a v o t e  from t h e  committee showing recommendation. 

Rep. Robbins made a  s u b s t i t u t e  motion of DO NOT BE CONCURRED I N .  

Rep. Huennekens t o l d  t h e  committee t h e y  w i l l  b e  h e a r i n g  a l o t  of ph i losophy  and 
v a r y i n g  concerns  and i n t e r p r e t a t i o n s  of t h e  v o t e r s ,  e t c .  H e  d o e s n ' t  t h i n k  t h i s  
i s  t h e  s o r t  of t h i n g  t h a t  be longs  i n  t h e  c o n s t i t u t i o n  and something t h a t  changes 
from t ime  t o  t i m e  shou ld  n o t  be d e a l t  w i t h  c o n s t i t u t i o n a l l y .  Q u i t e  a p o i n t  
w a s  made abou t  how w e l l  it  i s  working i n  Colorado, and then  i t  was found o u t  t h a t  
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t h e  Colorado law was s t a t u t o r y .  H i s  recommendation is  t o  t r y  o u t  such a  
l i m i t a t i o n  s t a t u t o r i l y  f o r  2 t o  4 y e a r s  and i f  t h e  L e g i s l a t u r e  i s n ' t  a b l e  
t o  cope w i t h  i t  t h e n  i t  could  be r e c o n s i d e r e d  c o n s t i t u t i o n a l l y .  

R o l l  C a l l  v o t e  on DO NOT BE CONCURRED I N  mot ion f a i l e d  8-9. 

SENATE BILL 384 - Rep. Fabrega moved SB 384 BE CONCURRED I N .  T h i s  b i l l  is  - 
t o  app ly  t o  r e s i d e n t s  of a n o t h e r  s ta te  n o t  having a n  income t a x  of i t s  own - 
i n  t h i s  c a s e ,  Wyoming - who e a r n  income i n  Montana. The s p i r i t  of t h e  amend- 
ment b a s i c a l l y  a p p l i e s  t o  pe rsons  who l i v e  i n  a n o t h e r  s t a t e  and work i n  
Montana. T h i s  would change t h e  f i s c a l  impact.  

John C l a r k ,  Department of Revenue, s a i d  t h e y  have have t o  s u b s t a n t i a t e  t h e  
f i s c a l  impac t ,  b u t  he d o e s n ' t  e x p e c t  i t  t o  exceed more t h a n  $250Jl00 i n  any 
g i v e n  f i s c a l  y e a r .  See  h i s  let ter  a t t a c h e d .  

Rep. Fabrega recommended an  amendment be p laced  i n  SB 384 t o  s p e c i f y  t h e  
i n t e n t  i s  t o  d e a l  w i t h  s t a t e s  t h a t  do n o t  have an  income t a x .  The amendment 
w i l l  be p repared  by Randy. There  were No Noes. Reps. Underdal,  Gi l - l igan ,  
B e r t e l s e n  were a b s e n t .  See S tand ing  Committee Report  f o r  amendments. 

Rep. Fabrega r e s t a t e d  h i s  o r i g i n a l  mot ion t o  BE CONCURRED I N  AS AMENDED. 
Reps. Nordtvedt  and Johnson v o t e d  No. Rep. Doz ie r  mentioned t h i s  j u s t  a l l o w s  
them t h e i r  d e d u c t i o n s .  

SENATE BILL 463 - Ques t ion  of fund ing  f o r  c o u r t  c o s t s .  Rep. Fagg moved SB 436 
BE NOT CONCURRED I N .  

Rep. S i v e r t s e n  wanted t o  go on r e c o r d  as b e i n g  a g a i n s t  t h i s  b i l l .  I f  h e  is 
back n e x t  s e s s i o n ,  and i f  t h e s e  peop le  do have v e r y  h i g h  c o u r t  c o s t s  i n  t h e  
n e x t  i n t e r i m ,  t h e n  t h i s  can  be  cons idered .  During t h e  i n t e r i m  we can  have 
a supp lementa l  a p p r o p r i a t i o n  i f  a n  emergency shou ld  arise. 

Rep. Vinger thought  t h e  supp lementa l  budget a p p r o p r i a t i o n  might work. 
Rep. H i r s c h  mentioned t h a t  Rep. South s a i d  t h a t  i f  t h i s  b i l l  passed ,  and t h e  
money was n o t  a p p r o p r i a t e d ,  i t  would come o u t  of t h e  o p e r a t i o n  budget of t h e  
Department of A d m i n i s t r a t i o n .  It is  a  v e r y  dangerous  b i l l .  

Rep. Huennekens thought  t h e  on ly  r o u t e  t h a t  i s  f e a s i b l e  would b e  t o  p r o v i d e  
t h e  money a s  a n  a p p r o p r i a t i o n .  

Dean Zinnecker  adv i sed  t h e  committee t h a t  could  be e a s i l y  done by changing 
Page 2 ,  l i n e  1 0 ,  f o l l o w i n g  "funds" i n s e r t  " a p p r o p r i a t e d  f o r  t h i s  purpose". 

Rep. Huennekens s a i d  u n t i l  t h e  s t a t e  t a k e s  over  c o u r t  c o s t s  comple te ly  f o r  
d i s t r i c t  c o u r t s ,  t h e  4 m i l l s  i s  supposed t o  cover  a l l  c o u r t  c o s t s .  H e  t h i n k s  
i t  i s  needed. 

Rep. R e i c h e r t  a sked  i f  t h e  words "reimbursing c o u n t i e s  f o r  major  c r i m i n a l  trials" 
should  be i n s e r t e d  a f t e r  " a s s i s t a n c e "  on page 2 ,  l i n e  13.  

Rep. Fabrega adv i sed  t h a t  amendment s t i l l  l e a v e s  m i l l a g e  a t  3 112. H e  sug- 
g e s t e d  i t  be r a i s e d  t o  4. Need t o  then  remove t h e  p r e s e n t  6 m i l l s  and l e v y  
and c o l l e c t  a  t a x  s u f f i c i e n t  t o  m a i n t a i n  t h e  normal o p e r a t i o n  o r  some such  
language.  
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Rep. Dass inger  made a mot ion t o  amend t o  8 m i l l s ,  and p l a n  t h e  b i l l  f o r  
emergency c a s e s .  

Rep. Nord tved t  f e e l s  some m i l l s  have t o  be  l e f t  i n  t h e r e  f o r  county  o p e r a t i o n .  
I f  t h e r e  i s  an emergency, t h e y  would s t i l l  b e  a t  t h e  t o p  m i l l a g e .  

Rep. Fabrega made a s u b s t i t u t e  mot ion t o  amend t o  6  m i l l s .  

Dean Zinnecker  sugges ted  i t  might  b e  made a t  v a r i o u s  f i g u r e s  f o r  v a r i o u s  
c l a s s e s  of  c o u n t i e s .  

Rep. Fabrega moved as a  s u b s t i t u t e  mot ion f o r  a l l  mot ions  pending,  6  m i l l s  
f o r  f i r s t  and second c l a s s  c o u n t i e s ,  5 m i l l s  f o r  3 and 4 c l a s s  c o u n t i e s ,  and 
4  m i l l s  f o r  5, 6 ,  and 7 c l a s s e s  c o u n t i e s .  Reps. Nordtvedt  and Dass inger  
vo ted  No. Motion was adop ted .  

Rep. Dass inger  e x p l a i n e d  t h e  m i l l s  on h i g h e r  c l a s s  c o u n t i e s  d o e s n ' \ t  n e c e s s a r i l y  
hold  t r u e .  Rep. Nordtvedt  f e e l s  c o u r t s  a r e  t o  n o t  o n l y  p r o t e c t  p e o p l e ,  t h e y  
a r e  t o  p r o t e c t  p r o p e r t y .  He t h i n k s  a  f l a t  m i l l  f o r  t h e  whole s t a t e  i s  b e t t e r .  

Rep. Fabrega moved t o  amend on page 2 ,  l i n e  10 ,  s t r i k e  "ITS" and i n s e r t  a f t e r  
t h e  word "funds1 ' ,  " a p p r o p r i a t e d  f o r  t h i s  purpose .  There  were No Noes. 
He t h e n  made a s  a s u b s t i t u t e  mot ion SB 463 BE CONCURRED I N  AS AMENDED. 
Motion c a r r i e d .  

A s  an a s i d e  r e g a r d i n g  t h e  p r o p e r t y  t a x  proposed b i l l ,  B i l l  G r o f f ,  S p e c i a l  
L e g i s l a t i v e  Advise r  f o r  t h e  Department of Revenue, mentioned t h e  c o s t  f o r  
t h e  Homestead t a x  r e l i e f  w a s  $230,000 f o r  t h e  f i r s t  y e a r  and $203,000 f o r  
t h e  second y e a r .  Rep. Fabrega asked Dean Zinnecker  i f  i t  c o s t  t h e  c o u n t i e s  
much more. Zinnecker  s a i d  Yel lowstone County had added one employee a t  a 
c o s t  of $30,000. 

Meeting ad journed  a t  1 1 : O O  a . m .  

,A, . 4 f  ..LLTW" L: 
REP. HERB HUENNEKI CNS , Chairman 




