
MINUTES OF THE MEETING 
TA-XATION COMMITTEE 

MONTANA STATE SENATE 

J a n u a r y  20, 1979  

The s i x t h  mee t ing  of t h e  T a x a t i o n  Committee was c a l l e d  t o  o r d e r  
on t h e  above d a t e  i n  Room 4 1 5  of t h e  S t a t e  C a p i t o l  B u i l d i n g  by 
Chairman Turnage .  

ROLL CALL: R o l l  c a l l  found a l l  members p r e s e n t  w i t h  t h e  ex- 
c e p t i o n  o f  Sen. Hager , who was excused.  

W i t n e s s e s  who gave  t e s t i m o n y  a r e  l i s t e d  on a t t a c h e d  V i s i t o r s '  
R e g i s t e r .  

CONSIDERATION OF SENATE BILL 67:  S e n a t o r  Manley d i s t r i b u t e d  
c o p i e s  o f  t h e  r e c e n t  Supreme C o u r t  d e c i s i o n  which r u l e d  on a s u i t  
b r o u g h t  by t a x p a y e r s  a g a i n s t  t h e  Department  o f  Revenue, S t a t e  o f  
Montana, r e g a r d i n g  t h e  t a x  exemption o f  above-ground s p r i n k l e r  
i r r i g a t i o n  s y s t e m s ,  t h e  s u b j e c t  o f  SB67. R e s u l t s  o f  t h i s  r u l i n g  
a r e  a t t a c h e d ,  see Exh. #l. Sen. Manley, i n  p r e s e n t i n g  h i s  b i l l ,  
s a i d  t h e  Department  had d e c l a r e d  t h e  s y s t e m s  t o  be machinery and 
t h e r e f o r e ,  i n  a  number o f  c o u n t i e s ,  t a x e d  as machinery.  The Su- 
preme C o u r t  r u l i n g ,  h e  f e l t ,  was n o t  clear enough a s  r e g a r d s  p r e -  
s e n t  l aw,  and h e  f e l t  i f  t h e  committee p a s s e d  SB67, t h e y  s h o u l d  
c l a r i f y  p r e s e n t  s t a t u e s  i n  r e g a r d  t o  t h e  exempt ions .  

M r .  L o b l e ,  who had r e p r e s e n t e d  t h e  t a x p a y e r s  i n  t h e i r  s u i t  
a g a i n s t  t h e  Department,! see Exh. #I, w a s  a l so  a p r o p o n e n t  and s a i d  
t h e  C o u r t ' s  d e c i s i o n  was based  on a  p r i n c i p a l  o f  law, t h a t  s i n c e  
t h e  l a w  i n  q u e s t i o n  would have been u n c o n s t i t u t i o n a l ,  t h e  law was 
n o t  e v e r  i n  e f f e c t .  

Chairman Turnage  a t  t h i s  t i m e  p o i n t e d  o u t  t h a t  84-206 was t h e  
s e c t i o n  t h a t  was u n c o n s t i t u t i o n a l ,  and is  now 15-206 o f  t h e  s t a -  
t u t e s .  H e  s a i d  t h a t  assuming t h e  b i l l  r e c e i v e s  f a v o r a b l e  a c t i o n  
by t h e  commit tee ,  t h e y  must r e n a c t  t h e  s e c t i o n .  

O t h e r s  who appeared  i n  s u p p o r t  o f  t h e  b i l l  w e r e  M r .  Ho l l enback ,  
M r .  Cook and M r .  Du t ton ,  a l s o  M r .  Wal lace  and  M r .  Radke. M r .  J a c k -  
s o n  gave  a b r i e f  h i s t o r y  o f  i r r i g a t i o n  i n  t h e  West and s t a t e d  t h a t  
even p r e s e n t  sys tems  w i l l  soon b e  outmoded a s  newer and b e t t e r  s y s -  
t e m s  a r e  i n t r o d u c e d  and t a x a t i o n  o f  t h e s e  sys tems  seems u n j u s t i f i e d .  
M r .  Murphy r e p r e s e n t i n g  a  number o f  farm o r g a n i z a t i o n s  which c l a i m  
a  t o t a l  membership o f  some 80,000 members, a l s o  s u p p o r t e d  t h e  b i l l ,  
a s  d i d  M r .  ~ i g g e r s t a f f ,  who mentioned t h e  f a c t  t h a t  s p r i n k l e r  i rr i-  
g a t i o n  makes b e t t e r  u s e  o f  w a t e r  s u p p l i e s  and l e a v e s  s o i l  i n  b e t t e r  
c o n d i t i o n  t h a n  t h e  o l d e r  f l o o d  i r r i g a t i o n  methods,  which a r e  p r e -  
s e n t l y  t a x  exempt. 

P roponen t s  a l s o  i n c l u d e d :  M r .  E l l i s ,  M r .  Morrow, whose t es t i -  
mony i s  a t t a c h e d ,  Exh. #2,  M r .  G i l b e r t ,  M r .  T e i g e n ,  M r .  S p i l d e  and 
S e n a t o r  Boylan ,  one  o f  t h e  s p o n s o r s  o f  t h e  b i l l ,  a n d  S e n a t o r  E t c h a r t .  

Fo l lowing  t h e i r  t e s t i m o n y  Chairman Turnage  c a l l e d  f o r  opponen t s  
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o f  t h e  b i l l  and t h e r e  were none. The m e e t i n g  was t h e n  open f o r  
q u e s t i o n i n g  by t h e  w i t n e s s e s  by t h e  committee.  Sen. Manley had 
some f i g u r e s  t o  show t h a t  s p r i n k l i n g  i r r i g a t i o n  i n c r e a s e d  l a n d  
v a l u e s ,  t h e r e f o r e  r a i s i n g  c l a s s i f i c a t i o n  o f  t h e  l a n d ,  t h u s  p u t -  
t i n g  t h e  l a n d  i n  h i g h e r  t a x  c l a s s ,  b r i n g i n g  i n c r e a s e d  t a x e s  t o  
t h e  c o u n t i e s .  H e  f e l t  t h i s  compensated i n  p a r t  f o r  l o s s  o f  r e v e -  

I 
n u e s  i f  t h e  sys tems  w e r e  exempt from t a x e s .  I 

During t h e  q u e s t i o n i n g  he  a l s o  s u b m i t t e d  t e s t i m o n y  remind- 
i n g  t h e  committee t h a t  i r r i g a t i o n  b r o u g h t  i n c r e a s e d  t r a d e  t o  an 
a r e a ,  t h r o u g h  s a l e  of  equipment  and o t h e r  r e l a t e d  b u s i n e s s e s  
n e c e s s a r y  t o  s a l e  and d i s t r i b u t i o n ,  maintenance  o f  t h e  sys tems .  
H e  f e l t  t h e s e ,  t o g e t h e r  w i t h  i n c r e a s e d  l a n d  v a l u e s ,  more t h a n  corn- 

I 
p e n s a t e d  f o r  r e v e n u e  l o s s e s .  I 

Chairman Turnage  n o t e d ,  for t h e  r e c o r d :  " M r .  L o b l e ,  if a g r i -  
c u l t u r a l  l a n d  now p r e s e n t l y  c l a s s e d  a s  d r y l a n d ,  n o n - i r r i g a t e d  l a n e  
h a s  i n s t a l l e d  upon it a  s p r i n k l e r  i r r i g a t i o n  s y s t e m  and t h e  Depar? 
ment o f  Revenue r e c l a s s i f i e s  t h e  l a n d  t o  i r r i g a t e d  c l a s s i f i c a t i o n ,  

I 
do you see any p o s s i b i l i t y  t h a t  t h i s  r e c l a s s i f i c a t i o n  w i l l  b e  c h a l  
l e n g e d  because  o f  t h e  exemption a l lowed  i n  t h i s  a c t ? "  1 

M r .  Loble :  "I t  i s  n o t  t h e  i n t e n t i o n  o f  t h i s  s t a t u t e  t o  re- 
c l a s s i f y  l a n d  f o r  t a x i n g  purposes  b u t  t o  exempt s p r i n k l e r  i r r i g a -  ( 
t i o n  sys tems .  Once s u c h  a  sys tem h a s  been i n t r o d u c e d  t o  t h e  l a n d  
t h e  l a n d  w i l l  b e a r  a  h i g h e r  l a n d  v a l u e ,  which must  be r e c l a s s i f i  
and t h e n  t a x e d  a c c o r d i n g l y . "  

I t  was p o i n t e d  o u t  t h a t  i n  o r d e r  f o r  t h e  s t a t u t e  t o  become 
law,  under  t h e  new c o n s t i t u t i o n ,  p a r a g r a p h  1 o f  t h e  b i l l  would 
have t o  b e  u n d e r s c o r e d ,  a s  an  amendment. I 

Sen. Towe t h u s  Moved SB67 B e  Amended by I n s e r t i n g  t h i s  p a r a -  
g raph  i n t o  t h e  S t a t u e s .  The mot ion  w a s  carried unanimously.  I 

Sen. Towe t h e n  Moved SB67, A s  Amended, Do P a s s .  Motion was 
c a r r i e d  unanimously.  I 

Chairman Turnage  n o t e d  t h e r e  was a m b i g u i t y  i n  t h e  o l d  law 
and t h e  amendment w i l l  c l a r i f y  t h a t ;  t h e  o l d  s t a t u t e  r e f e r r e d  o n l y  
t o  underground sys tems  and n o t  above-ground s p r i n k l e r  sys tems.  
Both sys tems  a r e  exempt, under  l e g i s l a t i o n  p roposed  i n  SB67. 

I 
- - 

Fol lowing  t h i s  d e c i s i o n ,  t h e  mee t ing  was a d j o u r n e d .  
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E a c h  D'2y A t t a c h  to M i n u t e s .  

SENATE 
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PLEASE LEAVE PREPARED STATEmNT WITH SECRETARY I 



No. 14150 

IN niE SCiPRGVIE CCUFa QF VIE STI\'IE OF MONTANA 

1978 

JOI-PJ PDaIER, e t a1 . , 
Plaintiffs and F s p n d e n  ts , 

-vs- 

R3vEUI C ~ ~ ,  et a l . ,  

Defdan t s  and Appellants. 

. . 
~ I E K l '  JOHNSON, . . *  

Plain t i f f  ard Respordent , 

EflSFHJD COLNY, et a l .  , 

Mendants ard Appellants. 

P p p l d  £ram: D i s t r i d  Courts of the Third and Sixteenth Judicial Districts, 
Honorable James D. keeb3urn and Honorable Alfred B. Coate, 
Judges presiding. 

For AppeLlants: 

R. Bruce FlcGinnis aqued, Dept. of Revenue, Helena, Vontana 
John S. Forthye, County Attorney, Forsyth, plbntana 

For Respndents : 

Iable, Pauly, Harlen, Picotte and N o ~ x i s ,  Helena, Fbfitana 
Lester m b l e ,  I1 arqued, Helena, Montara 





M R ......... R X ~ S  idenf ............................. 

................................................................................................................. ................ We, your committee on %GJX~.~;~OA 

having had under consideration ...................................................................................................... Bill No. ..... 5.7 ....... 

Respectfully report as follows: That ................................................................................. a . Bill No  ....... 62 ......, 

introduced bill, be amended as follows : 

1. T i t l e ,  l ice 4 .  
Following: "EXEHFTa 
Insert: " IRXIGATIOiJ, DRAIZIAGE, A.tJD6 

2. Title, l i n e  5 ,  
Following: "TAXATION" 
Strike: ' ; A W D I I J G  SZ@rIOA 15-6-296, K A "  

3. Pages 1 and 2 .  
S t r i k e :  all of tbe bill following the enacting cleuse 
Insert: "Section 1. Irriaation and drainage facilities -- when exempt@ . A 1 1  irr i  ation and drainage faci l i t ies ,  including bonds, r i c h t s -  rP P - 

of-wz, d tches, flumes, pipelines, d m ,  water r i q h t s ,  reservoirs -- ---yo- 

end o t n e r  property of l i k e  character s h a l l  bn taxed as like fac i lg i e s  -- -- 
of tnc federal and state qovermnt;  in cases where propsrty taxes --- 
ai3211 a ~ i d  w n e r e  an increase in land vzlue results, such  faci l i t ies  - 
shall-be - taxed as such land is inproved and such land shall be 

S T A T E  PUB.  CO. 
Helena. Mont .  



c l ~ a i f i &  for tax pmsposcss as &a tax elensif fcatlon lzx psoviklcs. 

12) Sprinkler fitriqetfon syatens arc excnpt f r a  taxation, S a  
syate= includa all & ,%a, Bosesp rollera, spray at tac la~anta ,  mncectorz 
- 3 ,  and other it- htagral to the fmctiaaing of a sprinkler 
i r r w a n  -- s y s t a  Fr?l;talled and ~ n o d  m a Pam or ranch bat exclude 8 mdeirrro*md vatex distribution - lines m0 cf',Ber elmonea of the systeia 
d ~ ~ ~ ~ a f f i x e d  to land that  they beam red prepzrt~.~ 

And, ae so c3llended, 

Do' P a s s  

S T A T E  PUB. C O .  
Helena.  Mo11t. 

Chairman. gC' 
P 




