
MINUTES O F  THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

January  22, 1979 

The seven th  meeting of t h e  Taxat ion 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 415 of  t h e  S t a t e  C a p i t o l  Bui ld ing  
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 th  t h e  ex- 
c e p t i o n  of  Sena to r s  Manning, Brown, Towe and Turnage,  a l l  excused.  
I n  t h e  absence o f  t h e  Chairman, V i c e  Chairman Goodover p r e s i d e d  
o v e r  t h e  meeting and c a l l e d  f o r  t h e  hea r ing  on t h e  f i r s t  b i l l .  

CONSIDERATION O F  SENATE BILL 1 2 2 :  Sena to r  Lowe in t roduced  
t h i s  b i l l  and s a i d  it would a l l ow c o r p o r a t i o n s  t o  deduc t  v a r i o u s  
c h a r i t a b l e  c o n t r i b u t i o n s  from t h e i r  n e t  income as t a x  exemptions. 
He s a i d  t h e  l o s s  t o  t h e  s t a t e  i n  revenues would be  d i f f i c u l t  t o  
compute a s  t h e r e  a r e  no f i g u r e s  kep t  on c o n t r i b u t i o n s  made by 
s t a t e  c o r p o r a t i o n s .  He no ted ,  however, t h a t  t h e  Department of 
Revenue does  n o t  oppose t h e  b i l l .  He s t a t e d  t h a t  t h i s  l e g i s l a -  
t i o n  would n o t  on ly  encourage c o r p o r a t i o n s  t o  i n c r e a s e  such con- 
t r i b u t i o n s ,  t he reby  h e l p i n g  s t a t e  c h a r i t i e s ,  b u t  he  s a i d  i n d i -  
v i d u a l  c o n t r i b u t i o n s  might dec rease  somewhat. 

Other  proponents  of  t h e  b i l l  were M s .  F a l l o n ,  speak ing  a s  
a r e p r e s e n t a t i v e  o f  t h e  Montana Chamber of  Commerce. There  were 
no o t h e r  proponents  and Vice Chairman Goodover t hen  p e r m i t t e d  
q u e s t i o n s  by t h e  committee. 

M r .  Groff s a i d  t h e  Department has  no h i s t o r y  o f  g i v i n g  i n  
t h i s  s t a t e  s o  no comparison could be made. A $200,000 t o t a l  w a s  
an e s t i m a t e  on l o s s  of revenue t o  t h e  s t a t e .  There  being np 
f u r t h e r  q u e s t i o n s ,  hea r ing  on SB122 was c l o s e d .  

CONSIDERATION O F  SENATE BILL 1 4 5 :  S e n a t o r  J e rgeson  spoke 
on t h i s  b i l l  and s a i d  t h e  b i l l  is  aimed a t  h e l p i n g  family-farm 
c o r p o r a t i o n s  t o  c l a im  fa rm-re la ted  expenses .  I t  s p e c i f i e s  t h a t  
c o r p o r a t i o n s  have no more than 20 s t o c k h o l d e r s ,  t h u s  e l i m i n a t i n g  
l a r g e r  groups from c la iming  such deduc t ions .  H e  d i s t r i b u t e d  some 
tes t imony,  Exh. #l, t o  show t h e  percen tage  o f  farms and ranches  
i n  t h e  s t a t e ,  and t h e  number w i t h  10 o r  fewer s t o c k h o l d e r s .  

Proponents of t h e  b i l l  a l s o  i nc luded  M r .  Zack S tevens  who 
s t a t e d  h i s  groups a r e  concerned about  c o r p o r a t e  advantages  f o r  
l a r g e r  companies. J i m  Stevens  a l s o  spoke a s  a  proponent .  

M r .  Mockler t e s t i f i e d  no t  a s  an opponent,  b u t  s a i d  h i s  con- 
c e r n  was whether t h e  b i l l  might n o t  exempt c o s t  of rec lamat ion  o f  
l and  f o r  h i s  company, and was i n  hopes t h e ' b i l l  might be amended 
t o  t h i s  end.  M r .  Groff s a i d  t h e  b i l l  touches  on some equa l  r i g h t s  
and wondered i f  t h e r e  could  be t h e  bases  f o r  law s u i t s  because o f  
t h i s .  He thought  S e n a t o r s  Towe and Turnage should  look more c l o s e l y  
a t  t h e  b i l l .  
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V i c e  Chairman Goodover t h e n  p e r m i t t e d  q u e s t i o n s  from t h e  
committee and s e v e r a l  p o i n t s  i n  t h e  b i l l  were c l a r i f i e d ,  f o r  
exampla ,  t h e  u s e  o f  i n H t u r a l  p e r s o n s  as opposed t o  t r u s t s ,  
f r o n t - c o r p o r a t i o n s ,  e tc .  Sen. Manley ment ioned t h e  f a c t  t h a t  4 
i n  h i s  a r e a  a number o f  i n d i v i d u a l s  had a p p l i e d  f o r  l a r g e  l o a n s  
t o  p u r c h a s e  a g r i c u l t u r a l  l a n d  and it was t h o u g h t  t h e  i n d i v i d u a l s  
were mere ly  ' f r o n t i n g '  f o r  o t h e r  c o r p o r a t i o n s .  Sen. J e r g e s o n  
s a i d  h e  hoped t h e  l e g i s l a t i o n  c o n t a i n e d  i n  h i s  b i l l  might  p re -  
v e n t  s u c h  ' f r o n t s '  f rom u t i l i z i n g  t h e  exempt ions  p r e s e n t l y  
c la imed .  Committee members ment ioned t h e  p o s s i b i l i t y  o f  d e t e r -  
min ing  how t h e  s t a t e  c o u l d  f i n d  o u t  which c o r p o r a t i o n s  a r e  domi- # 
c i l e d  i n  t h e  s t a t e ,  and e x p r e s s e d  t h e i r  concern  w i t h  o u t - o f - s t a t e  
companies buy ing  a g r i c u l t u r a l  l a n d  and c l a i m i n g  t a x  exempt ions  
s u c h  a s  t h e y  e n j o y  a t  p r e s e n t .  

They d i s c u s s e d  a g a i n  t h e  u s e  o f  t h e  t e r m ,  ' n a t u r a l  per-  
s o n s , '  i n  a n  e f f o r t  t o  l i m i t  s u c h  exempt ions  t o  farm-family  t y p e  
c o r p o r a t i o n s ,  a s  Sen.  J e r g e s o n  had i n  mind w i t h  t h e  b i l l .  The 
members a g r e e d  t h a t  t h e  b i l l  s h o u l d  b e  looked  a t  more c l o s e l y  
by t h e  two a t t o r n e y s  o f  t h e  committee.  V i c e  Chairman Goodover 
a s k e d  i f  t h e  b i l l  c o u l d  b e  expanded t o  i n c l u d e  o t h e r  b u s i n e s s e s  
t h a t  a r e  purchased  by an  o u t - o f - s t a t e  c o r p o r a t i o n .  

d 
Fol lowing t h i s  d i s c u s s i o n  t h e  h e a r i n g  on SB145 c l o s e d .  

Sen.  McCallum Moved SB122 Do P a s s .  The Motion C a r r i e d  by 
Unanimous V o t e .  Note a b s e n c e  o f  S e n a t o r s  Brown, Manning, Towe 
and Turnage.  

The mee t ing  was t h e n  ad journed .  1 
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E a c h  Day A t t a c h  to M i n u t e s .  
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Secretary 
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Chairman 
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(include errough infomatian on W o n - p u t  w i t h  yellm of 
camnit* report.) 
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According t o  t h e  1 9 7 4  C e n s u s  o f  Agriculture, Montana  f a m s  and 1 
r a r l chcs  (with sales of $2,500 a y e a r  or o v e r )  w e r e  owncd a s  
f0l:ows : 

nurnher o f  farms anit r a n c h e s  o w n e r s h i  p I 

1 7 , 0 9 5  i n d i v i d u a l  
1 , 0 6 5  p a r t n e r s h i p s  
1,251 c o r p o r a t i o n s  (I 

7 5 o t h e r  

So, c o q ~ o r a t e l y  owned farriis a c c o u n t e d  f o r  o n l y  6 . 4 2  of t o t a l  
far!ns I n  ! , Iontana.  90-of t h o s e  tha t :  a r c  i n c o r p o r a t e d  have 
1 0  o r  fewer stockholders. 

? ' he  num!icr o f  c o r p o r a t i o n s  is n o t  g r o w i n g  t h a t  r a p i d l y ;  i n  1 9 6 9  
owncrs ! : ip  w a s  a s  f o l l o w s :  

i n d i v i d u a l  I 

p a r t n e r s h i p  
c o r p o r a t i o n  
o t h e r  

Pcrcentagc of farms and r a n c h c s  that were c o r p o r a t i o n s  i n  1969= 
3 . 6 % .  



Taxation We, your committee on ........................................................................................................................................................ 

Senate 12 2 .................. having had under consideration .................................................................................................................. Bii l  No 

Senate ......................................................................................................... ................... 122,. Respectfully report as follows: That Bill No 

DO PASS 

S T A T E  PUB. C O .  
Helend,  Mont. 
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JEAl.1 A. TURXAGE, Chairman. 




