
MINUTES OF THE MEETING 
TAXATION COXXITTEE 

MONTANA STATE SENATE 

Zanuary 2 7 ,  1 9  # 
The t w e l f t h  m e e t i n g  o f  t h e  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  w i t h  
I 

Chairman Turnage  p r e s i d i n g .  I - 
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 n e s s e s  g i v i n g  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  R e g i s t e r ,  I 
CONSIDERATION OF SENATE BILLS162 and 163: Sen. Mathers  s a i d  

as both b i l l s  were d e a l i n g  w i t h  same s u b j e c t ,  he  would p r e s e n  
them b o t h  a t  t h e  same t ime  and i n t r o d u c e d  Rep. Ramirez t o  h e l p  
e x p l a i n  t h e  b i l l s ,  s a y i n g  SB163 was s t a t u t o r y  l e g i s l a t i o n  and  
SB162 w a s  a  c o n s t i t u t i o n a l  amendment. I 

R e p .  Ramirez s a i d  t h e  b a s i c  i d e a  beh ind  t h e  b i l l s  i s  t o  f ix 
t h e  l e v e l  o f  s t a t e  spend ing  t o  h e l p  i n s u r e  t h a t  government W O G ~  

always  s t a y  t h e  same s i z e  i n  comparison t o  t h e  i n d i v i d u a l  i n c o c ;  
o f  t h e  s t a t e ' s  r e s i d e n t s .  H e  d i s t r i b u t e d  Exh. #l ,  which showed 
g r a p h s  and e x p l a i n e d  them b r i e f l y .  H e  a l s o  e x p l a i n e d  t h e  formu- 

I 
l a e  t h a t  had  d i c t a t e d  t h e  l / l O t h  f i g u r e  i n  d e t e r m i n i n g  t h e  s p e n d  i i n g  l i m i t  o f  t h e  b i l l .  Exh. 8 1  is  a t t a c h e d .  H e  s a i d  b o t h  b i l l s  
a r e  d e s i g n e d  t o  t r y  t o  s t o p  t h e  t r e n d  t o  t a k e  more and more 
the  p e r s o n a l  income o f  the p e o p l e  of t h i s  s t a t e ,  and though h 
s a i d  i n f l a t i o n  and p e r s o n a l  incomes have  b o t h  r i s e n ,  Genera l  
Fund e x p e n d i t u r e s  have  i n c r e a s e d  a b o u t  4 t ines  o v e r  t h o s e  r a i s e s .  ' 

As he went  t h r o u g h  t h e  e x h i b i t  h e  e x p l a i n e d  t h e  f u n d s  t h a t  
would and would n o t  be i n c l u d e d ,  t h e  l i m i t a t i o n s ,  e s c a p e  c l a u s e ,  
p r o v i s i o n s  f o r  a r e s e r v e  fund  and i t s  f u n c t i o n .  H e  a l s o  d i s t r i  
b u t e d  t w o  amendments, Exh. 9 2  and 3 ,  a t t a c h e d ,  and s a i d  t h e y  feJ 
c o n s t i t u t i o n a l  amendment i s  t h e  o n l y  way t o  l i m i t  s p e n d i n g ,  H e  
s a i d  t h e  L e g i s l a t u r e  c a n  a lways  amend t h e  l aw s h o u l d  t h e  need 
f o r  d o i n g  t h i s  arise. 

Rep. N o r d t v e d t  t h e n  gave  t e s t i m o n y  i n  s u p p o r t  of t h e  b i l l  and  
s a i d  a s  t h e  w e a l t h  o f  t h e  s t a t e  i n c r e a s e s  t h r o u g h  t h e  y e a r s ,  th3 government  s p e n d i n g  t h e n  can  grow a s  w e l l .  T h i s  l i m i t a t i o n  s y s  
t e m ,  he  s a i d ,  p r e v e n t s  government from growing f a s t e r  t h a n  per- 
s o n a l  income, t h u s  p r o v i d i n g  a  b a s e  f o r  L e g i s l a t u r e s  t o  f o l -  
l o w  i n  a p p r o v i n g  s t a t e  spend ing .  I 

M r .  Nelson a l s o  gave  t e s t i m o n y  i n  s u p p o r t  o f  t h e  b i l l  and 
d i s t r i b u t e d  t h r e e  i t e m s ,  Exh. # 4 ,  5 and 6 ,  i n d i c a t i n g  h i s  a s s o -  
c i a t i o n ' s  c o n c e r n  w i t h  t h e  government s p e n d i n g  problems i n  Mon- 
t a n a .  M s .  F a l l a n  a l s o  d i s t r i b u t e d  a  l e t t e r ,  s e e  Exh. 

t 
c a t i n g  t h e  a p p r o v a l  o f  t h e  Chamber. - I 

Fol lowing  t h e i r  t e s t i m o n y  Chairman Turnage asked f o r  oppo- 
nents t o  t h e  b i l l  and M r .  Lucas s p o k e ,  s a y i n g  t h e  b i l l  d i d  n o t  
a l l o w  f o r  any major  i n c r e a s e s  i n  income and p o p u l a t i o n ,  and t o  
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he  f e l t  it t o o k  judgment and d e c i s i o n s  away from t h e  L e g i s l a t u r e .  
M r .  J u d g e  s a i d  t h e  b i l l  made some a s s u m ~ t i o n s  and t h a t  it d o e s  n o t  
meet t h e  needs  o f  a p p r o x i m a t e l y  14,000 t a x p a y e r s  o f  t h e  s t a t e .  
Sen. B lay lock  a l s o  opposed t h e  b i l l  s a y i n g  h e  d i d  n o t  like t h e  
l i m i t a t i o n s  t h a t  would b e  imposed on t h e  L e g i s l a t u r e .  

Rep. Ramirez responded and s a i d  he t h o u g h t  t h e  b i l l  was a 
p h i l o s o p h y ,  t h a t  t h o s e  who f e e l  e v e r y  problem s h o u l d  be s o l v e d  
by l e g i s l a t i o n ,  and t h e y  a r e  opposing t h e  b i l l .  H e  f e l t  t h a t  
t h e  b i l l  i t s e l f  would p u t  i n  l i m i t a t i o n s  t o  spend ing  and felt 
t h e r e  were  t o o  many s p e c i a l  i n t e r e s t  g r o u p s  and n o t  enough re- 
s t r i c t i o n s  on  s u c h  g roups .  

CONSIDERATION OF SENATE BILLS 142 and 176: Sen.  Roskie  s a i d  
h e  would have  Rep .  Fabreqa  p r e s e n t  t h e  b i l l s  and s a i d  h e  f e l t  - - 
t h e  f o r m u l a  u s e d - i n  computing t a x  was c o n f u s i n g  b u t  h e  b e l i e v e d  
t h i s  b i l l  would h e l p  t h e  Department  of  Revenue t o  cone  up w i t h  
a n  e q u i t a b l e  s y s t e m  of assessment .  H e  d i s t r i b u t e d  a le t ter  from 
Dennis  B u r r  of t h e  Department ,  see Exh. : 3 .  H e  s a i d  he  d i d  n o t  
f e e l  some of t h e  s u i t s  a w a i t i n g  c o u r t  d e c i s i o n s  would s o l v e  the 
matter o f  a s s e s s m e n t s  s t a t e w i d e ,  b u t  d i d  t h i n k  t h i s  would b r i n g  
t h e  law i n t o  e f f e c t  t o  make market  v a l u e s  uniform i n  t h e  state. 
H e  t h e n  d i s t r i b u t e d  proposed amendments, see Exh. # 9 ,  a t t a c h e d .  
Rep. Ramirez a l s o  s a i d  t h e  F i s c a l  Note was n o t  c o r r e c t .  

M r .  Anderson spoke  a s  a  w i t n e s s ,  s a y i n g  if you a r e  g o i n g  t o  
100% o f  marke t  v a l u e  you must t h e n  r e d u c e  t h e  p e r c e n t a g e  b u t  
you s h o u l d  e v e n t u a l l y  m a i n t a i n  a s ta tus  quo.  He s a i d  HB70 from 
l a s t  s e s s i o n  p r e v e n t e d  a n  e s c a l a t i o n  o f  v a l u e s .  

Chairman Turnage p e r m i t t e d  p roponen t s  t o  conc lude  t h e i r  t es -  
t imony and t h e n  c a l l e d  f o r  opponents  t o  s p e a k .  M r .  Z innecker  sa id  
he  is n o t  s u r e  what  a s s u r a n c e  t h e r e  is  i n  t h e  b i l l  t h a t  w e  a r e  
g o i n g  t o  marke t  v a l u e ,  a s  Rep. Fabrega  s t r e s s e d .  Zinnecker  said 
h e  would l i k e  also t o  see an a c c u r a t e  F i s c a l  Note on t h e  b i l l .  
M r .  Grof f  a l s o  s p o k e ,  oppos ing  t h e  l e g i s l a t i o n .  

Rep. F a b r e g a  and Sen. Roskie  made a  b r i e f  c l o s i n g  s t a t e m e n t .  

Due t o  l i m i t e d  t i m e  t h e  Chairman had p e r m i t t e d  t h e  h e a r i n g  
o f  a l l  b i l l s  s c h e d u l e d  for  t h e  day and now opened t h e  meet ing  
f o r  q u e s t i o n s  r e g a r d i n g  a l l  t h e  b i l l s ,  f i r s t  on SB162 and 163. 

- 
Sen. Towe q u e s t i o n e d  t h e  F i s c a l  Note on 163,  and also asked  

a b o u t  t h e  r e s e r v e  fund s h o u l d  a s u r p l u s  be b u i l t  up. Rep. Ra- 
m i r ez  sa id  s u c h  s i t u a t i o n s  would b e  hand led  by t h e  L e g i s l a t u r e  
when t h e y  r e t u r n e d  f o r  t h e  n e x t  s e s s i o n  and t h e y  c o u l d  r e d u c e  
s t a t e  r e v e n u e s  i n  s u c h  e v e n t .  The q u e s t i o n s  were a l s o  r a i s e d  
on how t h e  b i l l ' s  a u t h o r s  would d e f i n e  "emergency" as used i n  
t h e  b i l l .  

Fo l lowing  a d d i t i o n a l  d i s c u s s i o n  Chairman Turnage permitted 
q u e s t i o n s  c o n c e r n i n g  SB142 and 176. 

Sen. Towe a g a i n  q u e s t i o n e d  t h e  c y c l i c a l  r e a p p r a i s a l  and won- 
d e r e d  it it would b e  n e c e s s a r y  t o  i n s t i t u t e  a  new r e a p p r a i s a l  
program. H e  a l so  asked a b o u t  l i m i t a t i o n s  of t h e  bill t o  r e a l  
e s t a t e  and e x c l u d i n g  o t h e r  p r o p e r t i e s .  Rep. Fabrega  s a i d  o t h e r  
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c l a s s e s  of proper ty  a r e  close t o  market value and the re  are 
fewer v a r i a b l e s  t o  c o n s i d e r ,  it be ing  easier t o  determine what 
i s  100% of market value .  The committee members d i scussed  me-  
thods of a r r i v i n g  a t  market value  and percentage  of t axable  
va lues .  

S ince  a number of t h e  committee merbers had other hea r ings  
t o  a t t e n d ,  the Chairman announced t h e  closing of  t h i s  hearing; 
meet ing was adjourned. 

'. 
JEAN A .  TURNAGE - CHAIRMAN 

I 
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M O N T A N A  P E R S O N A L  I N C O M E  

A C C O U N T S  F O R :  

1, P O P U L A T I O N  G R O W T H  

2, I N F L A T I O N  

31 R E A L  E C O N O M I C  G R O W T H  

A N D  T H E R E F O R E  I S  A  

R E A S O N A B L E  S T A N D A R D  

O N  W H I C H  T O  B A S E  A - 
S T A T E  G O V E R N M E N T  

S P E N D I N G  L I M I T .  



S e n a t e  B i l l  1 6 2 ,  i n t r o d u c e d  b i l l ,  be amended a s  f o l l o w s :  

1. Page 1, l i n e  1 4 .  
F o l l o w i n g :  " a s "  
S t r i k e  : " d e f i n e d "  
I n s e r t :  " e s t i m a t e d "  

2 .  P a g e  2 ,  l i n e  5. 
F o l l o w i n g  : " s e r v i c e s "  
S t r i k e :  r e m a i n d e r  o f  l i n e  5 

3. Page  2 ,  l i n e  6.  
F o l l o w i n g :  l i n e  5 
S t r i k e :  " b e q u e s t s ; "  
I n s e r t :  "paymen t s  f rom endowments,  c o n s t i t u t i o n a l  

t r u s t s ,  a n d  p e n s i o n s ;  p r o c e e d s  f rom g i f t s  and 
b e q u e s t s "  



LY,< 6 ,y 
S e n a t e  B i l l  1 6 3 ,  i n t r o d u c e d  b i l l ,  b e  amended as Eoi lows:  

1. Page  1, l i n e  25.  

I F o l l o w i n g :  " (c)  " 
S t r i k e :  r e m a i n d e r  of l i n e  25  
I n s e r t :  "money p a i d  f o r  unemployment 

o r  d i s a b i l i t y  b e n e f i t s ; "  

2 .  Page  2 ,  l i n e  4 .  
F o l l o w i n g :  "money" 
S t r i k e :  " r e c e i v e d "  
I n s e r t :  " p a i d "  

3.  Page  2 ,  l i n e  4 .  
F o l l o w i n g :  "endowments ,"  
I n s e r t :  " c o n s t i t u t i o n a l "  

4 .  Page  2 ,  l i n e  13 .  
F o l l o w i n g :  " a s "  
S t r i k e :  " d e f i n e d "  
I n s e r t :  " e s t i m a t e d "  

5 .  Page  2 ,  l i n e  18 .  
F o l l o w i n g :  " a n n u a l "  
I n s e r t :  " e s t i m a t e d "  

6 .  Page  2 ,  f o l l o w i n g  l i n e  2 0 .  
I n s e r t :  1' ( 2 )  I n  c a l c u l a t i n g  t h e  l i m i t a t i o n  

I p r o v i d e d  i n  (1) o f  t h i s  s e c t i o n ,  a v e r a g e  - 
a n n u a l  e s t i m a t e d  t o t a l  p e r s o n a l  income 
i n  t h e  s t a t e  d u r i n g  t h e  3 c a l e n d a r  y e a r s  
p r i o r  t o  t h e  c o n v e n i n g  o f  a  s e s s i o n  of 
t h e  l e g i s l a t u r e  s h a l l  be d e t e r m i n e d  u s i n g  
t h e  mos t  r e c e n t  estimates a v a i l a b l e  f rom 
t h e  U n i t e d  S t a t e s  d e p a r t m e n t  o f  commerce 
a s  o f  O c t o b e r  3 1  p r e c e k d i n g  t h e  c o n v e n i n g  
o f  t h e  a p p r o p r i a t i n g  l e g i s l a t u r e . l t  

Renumber s u b s e q u e n t  s u b s e c t i o n s  
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Testimony on Senate B i l l s  162, 163 and 176 
Senate Taxation Committee 
Jdnuary 27 ,  1979 

For the record, my name i s  Janel le  Fallan; I am representing the 
. . 
Montana Chamber of Commerce. The Montana Chamber i s  an organization of 

about 1200 large and small businesses, plus individuals,  throughout Montana. 

In November, we surveyed our members on l eg i s l a t ive  issues to  

f ind out what we, as an organization, should support during t h i s  session. 

Among those items getting the s t rongest  support were the ones dealing with . 

personal taxation and s t a t e  spending. 

Seventy-six per cent supported 1 imiting s t a t e  spending, as i s  - 

proposed in Senate B i l l s  162 and 163. In f a c t ,  79 per cent supported a 

mandatory decrease o f  s t a t e  employment and s t a t e  expenditures. We think 

the message i s  c l ea r  tha t  the people a re  t i r e d  of s t a t e  spending growing 

and growing, whether o r  not any tax increases a r e  approved by the l eg i s l a tu re .  

By the same token, we support the property tax l imi ts  presented 

i n  Senate Bill  176. 

Surgery i s  necessary on s t a t e  spending and s t a t e  government growth. 

I t ' s  bound to be a l i t t l e  painful,  and i t ' s  a kind of surgery f o r  which no 

one seems to  have developed an anesthet ic .  B u t  we believe these const i tu-  

t ional arnend~iients present a reasonable, careful approach t h a t  wil'l a1 low 

the patient to l i ve .  

We urge a do-pass vote from t h i s  committee. 
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D E P A R T M E N T  OF R E V E N U E  
MITCHELL BUIL.L?INC; 

H E L E N A .  M O N T A N A  59601 

Rep. J a y  F a b r e g a  
House o f  R e p r e s e n t a t i v e s  
S t a t e  C a p i t o l  B u i l d i n g  
H e l e n a ,  Montana 59601 

Dear J a y  : 

This l e t t e r  is t o  c o n f i r m  o u r  c o n v e r s a t i o n s  r e g a r d i n g  t h e  a s s e s s m e n t  
l e v e l  i n  Montana o n  c l a s s  e l e v e n  p r o p e r t y .  A s  you a r e  a w a r e ,  w e  have  
u s e d  a 1972 r e p l a c e m e n t  c o s t  manual  t o  v a l u e  r e s i d e n t i a l  b u i l d i n g s  
and  a  1976 r e p l a c e m e n t  c o s t  manual t o  v a l u e  cornrncrcial b u i l d i n g s  i n  
Montana.  The u s e  o f  t h e s e  manuals  o b v i o u s l y  p r o d u c e  v a l u e s  lower 
t h a n  1978 m a r k e t  v a l u e s .  Our s t u d i e s  have  shown t h a t  f o r  b o t h  res i-  
d e n t i a l  a n d  commerc i a l  b u i l d i n g s  o u r  a p p r a i s a l s  r a n g e  be tween  508 
a n d  6 0 %  o f  c u r r e n t ,  1978  m a r k e t  v a l u e s .  I m u s t  stress t h a t  t h e s e  
f i g u r e s  a r e  a v e r a g e s  and  t h a t  some p r o p e r t i e s  are a p p r a i s e d  a t  above  
t h i s  a v e r a g e  and o t h e r s  be low t h e  a v e r a g e .  I m e n t i o n  t h i s  t o  p o i n t  
o u t  t h e  u n e q u i t i e s  t h a t  would o c c u r  i f  w e  w e r e  t o  a t t e m p t  t o  i n c r e a s e  
a l l  p r o p e r t i e s  by a  u n i f o r m  p e r c e n t a g e  t o  a r r i v e  a t  c u r r e n t  m a r k e t  
v a l u e .  

P l e a s e  c a l l  o n  m e  i f  you h a v e  f u r t h e r  q u e s t i o n s .  

y  t r u l y  y o u r s ,  '3 .J-lL,,., ,, 6\dd 
Denni s  M.  B u r r ,  ~ d m i n i s t r a t o r  
P r o p e r t y  Asses smen t  D i v i s i o n  



I .  Page 7 ,  l i n e  1 7  
F o l l o w i n g :  " ( 5 )  " 
Insert: " ( a )  C l a s s  e i g h t e e n  p r o p e r t y  l i s t e d  i n  s u b s e c t i o n  

(1) (a) s h a l l  be t a x e d  a t  1 .25% o f  i t s  marke t  v a l u e .  
( b )  " - 

2. Page 7 ,  line 1 7  
F o l l o w i n g :  " p r o p e r t y "  
I n s e r t :  " l i s t e d  i n  s u b s e c t i o n s  (1) (b)  t h r o u q h  (1) (dl" 




