
MINUTES O F  THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

Janua ry  2 3 ,  1979 @ 
The e i g h t h  meeting of  t h e  Taxat ion Committee w a s  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  of  t h e  members p r e s e n t .  

Witnesses  g i v i n g  tes t imony 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 '  
8 

R e g i s t e r .  

CONSIDERATION OF SENATE B I L L  147: S e n a t o r  Hager p r e s e n t e d  
h i s  b i l l  and s a i d  it merely d e f i n e s  t h e  word p o u l t r y  as a g r i -  

, c u l t u r a l  and p r e s e n t e d  an amendment which f u r t h e r  c l a r i f i e d  t h e  
t e r m ,  s e e  Exh. #1, a t t a c h e d .  H e  s a i d  t h e  Department o f  Revenue 4 
d e f i n e d  h i s  l a n d  a s  i n d u s t r i a l ,  i n   ello ow stone County where  h e  
o p e r a t e s  h i s  chicken farm, and he f e l t  t h e  amendment could make 
t h e  d e f i n i t i o n  c l e a r e r  f o r  h i s  p o u l t r y  b u s i n e s s .  t 

Chairman Turnage asked f o r  o t h e r  p roponents  o r  opponents  t o  
t h e  b i l l ,  and t h e r e  be ing  none, pe rmi t t ed  a d i s c u s s i o n  of  t h e  
b i l l  and q u e s t i o n s  by t h e  committee. M r .  G r o f f ,  r e p r e s e n t i n g  
t h e  Department, t hough t the  b i l l  was good, and n e c e s s a r y ,  i n  de- 

i 
f i n i n g  t h e  t e r m  f o r  t h a t  p a r t i c u l a r  farming i n d u s t r y .  He s a i d  

farms,  such  a s  pheasan t s  and it was agreed  i t  would. The ques- 

2 t h e  d e f i n i t i o n  should  be  made i n  t h e  s t a t u t e s  t o  p r e v e n t  p o s s i b l e  
s u i t .  Q u e s t i o n  a r o s e  i f  t h i s  l e g i s l a t i o n  would i n c l u d e  o t h e r  b i r c  

t i o n  a l s o  was r a i s e d  on t h e  e f f e c t  t h i s  b i l l  would have on f eed  
l o t s ,  and d i s c u s s i o n  r a i s e d  about  t h e  d i f f e r e n c e  i n  p r o d u c t i v i t y  
of f eed  l o t s  and t h e  p o u l t r y  farm, a l s o  t h e  p o i n t  w a s  made t h a t  

+ 
commercial f eed  l o t s  d i f f e r e d  f r o m  an  i n d i v i d u a l  o p e r a t i o n .  

Sen. Hager was ques t ioned  a s  t o  t o t a l  p roduc t ion  i n  a y e a r ,  
how h i s  p roduc t s  a r e  handled i n s o f a r  a s  u l t i m a t e  d i s p o s a l ,  and 
it was po in t ed  o u t  t h e  r a i s i n g  of p o u l t r y  i s  s i g n i f i c a n t  i n  t o t a l  f 
food produc t ion .  Sen. Norman asked i f  t h i s  b u s i n e s s  could  be con- 
s i d e r e d  commerce o r  a g r i c u l t u r e .  M r .  Groff  answered t h a t  f eed  
l o t s  a r e  cons ide red  s t r i c t l y  commercial o p e r a t i o n s  and are taxed 
on t h a t  b a s i s ;  he s a i d  t h i s  b i l l  would n o t  change t h i s .  M r .  

8 
S l a t t e r y  a l s o  c o n t r i b u t e d  t o  t h e  d i s c u s s i o n  i n  e x p l a i n i n g  proce- 
du re s  f o r  c l a s s i f y i n g  and,  u l t i m a t e l y ,  t a x i n g  such o p e r a t i o n s .  
Following t h i s  d i s c u s s i o n  t h e  members agreed  t o  a c c e p t  t h e  pro- 
f e r e d  amendment, Exh. #I ,  and vo ted  upon it. 

8 
Sen. Hager Moved To Amend SB147 a s  Exh. 81, a t t a c h e d .  H i s  mo- 

t i o n  was passed Unanimously. 

@ 
Sen. McCallum then  Koved SB147, A s  Amended, Do Pass .  Motion 

p a s s e d .  

The committee t hen  reviewed SB145, p r e s e n t e d  Janua ry  22nd. Sen. 
Goodover served a s  v i c e  chairman du r ing  t h i s  h e a r i n g ,  and gave a  

4 
b r i e f  summary of  t h e  tes t imony p r e s e n t e d  t h e n .  The  b i l l  d e a l t  w i t  
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a l lowing  some f a rm- re l a t ed  expenses c l a s s e d  a s  t a x  deduc t iuns  f o r  
c o r p o r a t i o n s  w i th  20 o r  l e s s  ' n a t u r a l  pe r sons '  as s t o c k h o l d e r s .  
LW. Groff s a i d  it would be d i f f i c u l t  t o  l i m i t  s uch  r e s t r i c t i o n s  
i n  t h i s  t y p e  of  l e g i s l a t i o n .  Committee members d i s c u s s e d  a g a i n ,  
and ag reed ,  t h a t  ' n a t u r a l  persons '  was an impor t an t  p a r t  o f  t h e  
b i l l ,  s t r e s s i n g  t h e  importance of exc lud ing  c o r p o r a t i o n s  u s i n g  
' f r o n t s '  a s  r e f e r r e d  t o  i n  t h e  minutes of  t h e  meet ing of  January  
22nd. Sen. McCallum a g a i n  r e f e r r e d  t o  a  Chr i s tmas  tree c u t t i n g  
company which d i d  s e a s o n a l  bus ines s  i n  t h e  s t a t e ,  and s a i d  t h e  
l e g i s l a t i o n  could  d e t e r  them from o p e r a t i n g  h e r e  through some o f  
t h e  b i l l ' s  r e s t r i c t i o n s .  

The problem o f  f o r e i g n  i n v e s t o r s  was d i s c u s s e d  wi th  p o s s i b l e  
s o l u t i o n s  t o  l i m i t i n g  such ownership d i scussed .  The p o i n t  w a s  
made t h a t  l a r g e ,  corpora te - type  farms have i n  g e n e r a l  n o t  done a s  
w e l l  i n  t h e i r  farming o p e r a t i o n s ,  however when t h e  l and  i s  i n  hands 
of  r e n t e r s ,  more succes s  i s  noted and l e g i s l a t i o n  d i f f i c u l t  t o  
fo rmula t e  f o r  such arrangements.  

S ince  t h e r e  were many a s p e c t s  of t h e  l e g i s l a t i o n  t h a t  t h e  
committee members d e s i r e d  a d d i t i o n a l  i n fo rma t ion  on ,  Chairman 
Turnage asked a  committee composed of S e n a t o r s  Watt ,  T c w e ,  Manley 
and Roskie ,  t o  s tudy  t h e  b i l l  and b r i n g  back t o  t h e  group a r e p o r t  
on t h e  proposed l e g i s l a t i o n .  

SUBCOMMITTEE, SBl45: Sens. Towe, Watt ,  Manley, Roskie. 

The committee n e x t  brought  up ano the r  b i l l  p r e v i o u s l y  heard  
b u t  n o t  a c t e d  upon, SB58, a gas-evaporat ion b i l l ,  wherein a r e - .  
q u e s t  was made by d i s t r i b u t o r s  t o  lower t h e  g a s  t a x  deduc t ion  
from 2% of t h e  f i r s t  66 t o  1% of t h e  f i r s t  658. The q u e s t i o n  was 
asked i f  t h e  evapora t ion  l o s s  could be more e q u i t a b l y  sha red  down 
through t h e  v a r i o u s  h a n d l e r s ,  t o  t h e  r e t a i l e r s .  The members d i s -  
cussed  t h e  b i l l  b r i e f l y ,  ag ree ing  they  would l i k e  a d d i t i o n a l  i n -  
fo rmat ion  b e f o r e  any a c t i o n  would be  cons idered .  

Another b i l l ,  SB122, was then  brought  up. T h i s  b i l l  had 
been heard  and passed o u t  o f  committee on Monday and s e v e r a l  ques- 
t i o n s  w e r e  r a i s e d  concerning t h e  c h a r i t a b l e  c o n t r i b u t i o n s ,  and 
t h e  f a c t  t h a t  some c o r p o r a t i o n s  a r e  pe rmi t t ed  t a x  deduc t ions  f o r  
c o n t r i b u t i o n s  made t o  t h e i r  own p r i v a t e  founda t ions .  Sen. Roskie 
s a i d  he  s t r o n g l y  suppor ted  t h e  b i l l  and f e l t  t h i s  l e g i s l a t i o n ,  i f  
passed ,  would g r e a t l y  b e n e f i t  some of  Montana's c h a r i t i e s  by en- 
couraging l a r g e r  c o n t r i b u t i o n s  from some o f  t h e  s t a t e ' s  corpora-  
t i o n s .  Sen. Towe s a i d  he supported t h e  b i l l ,  which he a l s o  s i g n e d ,  
because t h i s  would b r i n g  s t a t e  t a x  laws i n  l i n e  w i t h  f e d e r a l  law 
f o r  such c o n t r i b u t i o n .  M r .  Groff s t a t e d  a g a i n ,  a s  he had t h e  
day b e f o r e ,  t h e r e  was no way t o  a r r i v e  a t  an a c t u a l  f i g u r e  on t a x  
l o s s  t o  t h e  s t a t e ;  any f i g u r e  would be c o n j e c t u r e  on ly .  

Chairman Turnage then  gave h i s  r ea sons  f o r  d e s i r i n g  SB122 be 
r e c a l l e d ,  s ay ing  he would l i k e  t o  see a  F i s c a l  Note on t h e  b i l l .  
Then a f t e r  computing wi th  e s t i m a t e s ,  t h e  comii i t tee  a r r i v e d  a t  an  
approximate f i g u r e  of perhaps $1.6 m i l l i o n  revenue l o s s .  
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A f t e r  some a d d i t i o n a l  d i s c u s s i o n  Sena to r  T o w e  made a motion 

t o  b r i n g  t h e  b i l l  back i n t o  committee. 

Sen. Towe Moved SB122 B e  Reca l led .  A R o l l  C a l l  v o t e  i n d i c a -  
t e d  t h i s  motion c a r r i e d  by a 10-2 margin. Copy of  t h e  r o l l  c a l l  

- - 

v o t e  i s  a t t a c h e d .  

Following b r i e f  d i s c u s s i o n ,  meeting w a s  adjourned.  1 
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MR. ................ Pxli!.g.ide.?.t ..................... 

........................................................................................... ...................................... We, your committee on f3 

....... having had under consideration .................................................................................................. Bill NO. ..f 4.7 

Senate ....... ............................................................................................................ Rerpsntully report as follows: That Bill  NO.?^.?.^ 
introduced bill, be xiended aa follows: 

1. T i t l e ,  line 4 .  
Strike: "TERYD 
Inser t :  "TEX:IISn 

2 .  T i t l e ,  line 5 .  
Following: * 'POULTRY " 
Insert: "Xi3 AGiUCULTUSALn 

3 .  Page 1, line 
Followinu: l i n e  12 

And,  as so amended, 
DO PASS 

STATE PUB. CO. 
Helena. Mont. 

/ 

," e-- 
. - -- 

i i 
,t ! I 

... i . , 1 
8 ,  c * # ! , <  , ,'. 

, f  . , 
. . , - ' i /  , f ' j' \..- .................................................................................................... .C 

' JEA.?i A. TbXYA(IZ, Chairman 

. , . , 1 
8 ,  c * ! I ,' . . , - ' i /  , f ' j' \..- .................................................................................................... .C 

' JEA.?i A. TbXYA(IZ, Chairman 
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S t r i k e :  "TEw"I" 
I n s e r t :  " T E f i ' S "  

2 .Amend  p a g e  1, l i n e  5 
F o l l o w i n g :  " ' POULTRY "' 
1 n s e r t : " A N D  AGRICULTUE?AL" 

3,Anend p a g e  1, line 1 3  
F o l l o w i n g :  l i n e  1 2  
I n s e r t : " ( a ) T h e  t e r m  " a g r i c u l t u r a l "  re fers  to  t h e  r a i s i n g  o f  

l i v e s t o c k ,  s w i n e ,  p o u l t r y ,  f i e l d  c r o p s ,  f r u i t ,  and  
o t h e r  a n i m a l  a n d  v e g e t a b l e  n a t t e r  for f o o d  o r  f q b e r . "  

' s u b s e q u e n t  s u b s e c t i o n s .  , Re- 
lLkLuL 




