MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE ENATE

February 2, 1979

The seventeenth meeting of the committee was called to order
on the above date in Room 415 of the State Capitol Building by
Chairman Turnage.

ROLL CALL: Roll call found all members present.
Witnesses giving testimony are listed on attached Register.

Chairman Turnage stated that since a number of people had not
had sufficient notice before the hearing of SB254, several of them
wished to give testimony and they were permitted to dq so.

SB254: Mr. Crosswhite was an opponent of the bill as he be-
lieved it hurt the working man who must depend on unemployment
benefits during seasonal lay-offs. He said next to be taxed will
be insurance benefits, hospital payments and such. Mr. Clark and
Mr. Murry of AFL, CIO echoed his comments, also opposing the bill.

Senator Lowe said the bill was not aimed at taxing low income
people, but a certain group who collect benefits while the spouse
is earning large enough income for the collective family. He re-
peated some of his earlier testimony that the payments would be
taxed only if the individual's income reached $10,000 single and
joint income of $12,500.

CONSIDERATION OF SENATE BILL 270: Senator Dover introduced
his bill and explained the procedures or method cf creating an
RID or SID. He said this bill simply gives local governments the
right to waive all the necessary requirements about advertising,
public hearings, if the petition is signed by 100% of the resi-
dents.

Following his presentation other proponents testified, in-
cluding Mr. Rehberg, Mr. Harrison, and following their testi-
mony, the Chairman called for other witnesses and there being
none, permitted questions from the committee. Senator Manley
asked how this would affect irrigation districts which might bor-
der on the intended RID or SID. Sen. Dover countered this by
saying his bill dealt with hearings, advertising for the SID's
only, and how such RID's and SID's affected adjacent irrigation
ditches had already to be in the present laws. Mr. Ellis at
this point made objection to the bill and raised the same ques-
tions as Senator Manley, regarding irrigation ditches and im=-
provements to them should the legislation proposed be passed.

Questions by committee members concluded the hearing on SB270.
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CONSIDERATION OF SENATE BILL 184: Senator Mathers presented
his bill which he said is a fee system for motor vehicles, auto-
mobiles only. He distributed copies of the Motor Vehicle Fee Sys-
tem, Exh. #1 and #2, referring to various charts in this boocklet.
He also had amendments to the book, as written, which would change
the fiscal impact of the bill. He introduced Mr. Burr of the De-
partment of Revnue, who said one advantage of the bill would be
to save up to 25% of the County Assessors’', Treasurers' time in
figuring car tax assessments. Sen. Mathers next introduced Mr.
Hutchinson who discussed Exhibits #3 and 4, and the fiscal im-
pacts of the bill insofar as counties is concerned. He said Exh.
4 provides for lower schedule, and gives the Department of High-
ways 60% of fees collected on new car tax and 40% will go to lo-
cal governments, this amount in proportion to their mill levies.
He said the new schedule reduces top-end fees and will increase
bottom-end fees somewhat. Sen. Mathers concluded the presenta-
tion.

Chairman Turnage then asked for other proponents of the bill
and those giving supporting testimony included Mr. Stewart, who
presented Exh. #5, attached; Mr. Rauniqg who distributed Exh. #6,
attached, and said the bill did three things, in his opinion: 1)
equalizes taxes; 2) the system would streamline our registration
process; and 3) would eliminate the problem of people register-
ing their cars in a low mill levy, neighboring county. Other
proponents included Mr. McCauley, Mr. Clayton, Mr. Anderson, Mr.
Clark, Mr. Hoovestal and Mae Jenkins, County Treasurer of Yel-
lowstone County, who said she thought the bill would expedite
their licensing procedure.

Other proponents included Mr. Nelson who distributed copies
of Exh. #7; Rosemary Strope, Mr. Tobiason, Mr. Bill Olson, Mr.
Verwolf, who suggested a number of problems, mentioning the
driver of a camper, going through the state. Mr. Cox said
the county treasurers opposed this bill last session, but now
support it.

Opponents who spoke included Mr. Zinnecker who believed that
this bill meant smaller counties would be subsidizing larger coun-
ties through the method of distributing the funds. He further ob-
jected to the porticon of the bill that said "the Department of
Revenue shall adopt rules" and said he did not believe the com-
mittee wanted to allow that Department this much leeway. Mr.
Larry Anderson who said areas where the mill levies were lower
demanded fewer services therefore he did not see a reason for
those areas paying for added services in the high mill levy lo-
cales. He further stated the mill levy value is set and is uni-
form across the state. Opposition testimony was also heard from
Mrs. Edwards and Mr. Hoffman, County Assessor from Madison County,
who agreed with Zinnecker's testimony about the smaller counties
subsidizing the larger counties. He further stated that the prob-
lem of people buying license in lower mill levied counties was
not a Taxation Committee problem; rather, it was a police enforce-
ment problem. Mr. White felt it was right to pay tax on value
and said this method would offer no basis for bonding, and too,
he felt the Legislature would have to raise the fees as inflation
increased.
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There being no further witnesses the Chairman permitted Sen.
Towe to introduce two amendments, see Exh. #8 and #9, attached.
Following this, the committee began questioning witnesses.

Several of the commititee members attempted to establish that
where their counties would lose revenues because of lowered re-
ceipts with this proposed legislation, that revenue loss would
have to be made up through another tax, likely property taxes.
They discussed the point with Mr. Burr. The point was also made
that this method of figuring automcbile tax would lessen the at-
present very heavy burden of the county assessors and treasurers,
saving the county moneys in added personnel, etc., in computing
auto tax under present law. Mr. Burr mentioned that the Depart-
ment would be picking up some money on the low end of the fees
chart, although losing some on the top end.

Following the discussion and questioning, the Chairman in-
formed the committee, and those at the hearing, that further
discussion would have to await another meeting.

' Meeting was then adjourned.

HAIRMAN

- FEAN A. TURNAGE - C
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Cost of Automobile Licenses
Excessive to Montana Owners

Motor vehicle owners in Mon-
tana continue to pay excessive
costs for obtaining licenses to
operate their vehicles. The main
reason is that owners pay property
taxes hased on the market value of
the vehicle and current mill levies.
In addition there is a license plate
fee. As a result, while motor vehi-
cles are valued at a uniform rate,
the firial licensing cost varies from
county to county and from school
district to school district because
of the wide variance of mill levies.
For example, because of the mill
levy differential it would cost
$224.07 to license a 1978 Ford
LTD in Missoula while it would
cost $129.25 to license the same
vehicle in Broadus. In Missoula
rural {outside the city limits) the
cost would amount to S$169.97
while the cost for a license in

Broadus rural school district |

would be $88.92. In Lame Deer 6,
Rosebud County. the cost of
licensing the same vehicle would
have amounted to $62.61. These
figures are based upon the mill
levy and book market value for the
tax year 1977-78.

The differential in costs of
licensing vehicles is obviously an
incentive for the taxpayer to pur-
chase a license outside the
owners school district —, if
another district has a substantial
reduction in mill levy. While thisis
illegal under Montana law the
incentive remains to purchase a
license where the cost is the least.

This is only one objection to
current taxing policies of motor
vehicles. In comparison to other
types of property. motor vehicle
taxes are excessive and they are

o

PN

Eleven Western States

The cost of obtaining a license
for motor vehicles in Montana is
brought into sharp focus when
compari=~n is made with the cost
of licensing motor vehicles in
state capitals of the eleven West
ern States.

Local taxing authorities were
queried by MonTax as to the cost
of licensing a 1978 and 1973 Ford
LTD, 4-door. Series 63-V8 with ait
conditioning, power brakes and
radio. Montana ranks first in the
eleven Western States to license
this automobile. To license,
ranges from $10 in Salem, Oregon
to $213.85 in Helena, Montana for
the 1978 vehicle. For the 1973
automobile the range is 510.00 in
Salem. Oregon to $79.25 in Hel
ena. Montana.

The situation is little different
when it comes to licensing a
pickup truck. The same survey
included the tax, license and mis-
cellaneous feesonaFord F100 172
ton pickup, 2-wheel drive with air
conditioning, power steering,
brakes and radio. The total cost to
obtain a license for this vehicle
includes property taxes in some
states, a license fee, gross vehicie
weight fees as well as other
charges. Again Montana charges
the most for licensing such avehi-
cle. In Salem, Oregon the costfora
1978 pickup would be 810.00 as
compared to $179.64 in Helena.
Montana during 1978.

For the 1973 model of the same
vehicle the cost would vary from
$10.00 in Salem, Oregon to $96.81
in Helena, Montana. While the sur-
vey only includes an average auto-
mobile and pickup, charges for

Legislature it was pointed out in
various hearings that the practice
of "nailing” anyone owning a
motor vehicle ted to the practice of
1ot only motor homes being
licensed outside the state but
some automobiles as well. This
despite existing Montana law.
Motor vehicle owners can
expect high licensing costs tocon-
tinue until the Montana legisia-
ture changes existing law. The
current law provides that
motor vehicles become part of the
local tax base and assume the
existing mill levy. Motor vehicles
therefore become an important
part of the property tax base and as
mill levies go higher so do the
property taxes. In many instances
the cost of licensing a vehicle
increases despite depreciation.

This is because mill levies
increase at a greater rate than
depreciation and some motor veh-
icles hold their value better than
others. Objections have been
received from some public offi-
cials and special interest groups
when an effort is made to reduce
the tax burden on automobile
owners. Their objective is to main-
tain and to increase the valuation
of property so property will pro-
duce more dollars per mill for the
support of local governments.

If the attitude prevails during
the legislature to continue taxing
motor vehicles at the existing rate
no relief can be expected from
motor vehicle owners in the state,
On the contrary they can expect
increased costs from year to year
as the cost of government con-
tinues to increase. Strict mill levy
limitations on what local govern-
ments can spend will help not only
motor vehicle owners but all prop-
erty owners. A more stringent con-
trol would be a lid or cap on local
sovernment expenditures that

YAA "VNAXAVIXVL VNVINOW JTHL
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PROPOSED AMENDMENTS TO S8 184

1. Page 2.
Following: line &
Insert: " Section 5. Special automobiles. For the purposes

of [section 9} , "special automobile" means an
automobile with a factory A.D.P., or P.0O.E. valuation
of more than $14,000, including any options on the
automobile for which an additional value is stated,
as valued in the "N.A.D.A. Official Used Car Guide."

Renumber: subsequent sections
2. Page

Fcllcwing: line 7

Insert: " Secticn 9. Schedule of fees for special automobiles.
The owner_of a special automobile, as defined in
[section ), shall pay a fee based on the age of the
automobile according to the following schedule:

less than 2 vears old $500
2 years old and less than 3 years old 460
3 years old and less than 4 years old 390
4 years old and less than 5 years cld 320
5 years cld and less than 6 years old 280
6 years old and less than 7 years old 240
7 years old and less than 8 years old 200
8 years old and less than 9 years old 150
9 years old and less than 10 years old 80
10 years old and less than 11 years old 60
11 years old and less than 12 years old 40
12 years old and older 20

Renumber: subsequent sections
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PROPOSED AMENDMENTS TO SB 184

1. Page 2.

Following: line 6

Insert: " Section 5. Special automobiles. The following makes
of automobiles are "special automobiles" for the purposes
of [section %:\ Bentley, BMW 530i, BMW 733i, BMW 633CSi,
Cadillac Seville, Cadillac Fleetwood Limousine, Jaguar,
Porsche, and Volvo 262C." yuiteeo g0 4

Renumber: subsequent sections

2. Page 4.
rollowing: line 7
Insert: " Section 9. Schedule of fees for special automobiles.

The owner of a special automobile, as defined in
[section 5], shall pay a fee based on the age of the
automobile according to the following schedule:

less than 2 years old $500
2 years old and less than 3 years old 460
3 years old and less than 4 years old 390
4 years old and less than 5 years old 320
5 years old and less than 6 years old 280
6 years old and less than 7 years old 240
7 vears old and less than 8 years old 200
8 years old and less than 9 years old 150
9 yvears old and less than 10 years old 80
10 years old and less than 11 years old 60
11 years old and less than 12 years old 40
12 years old and older 20

Renumber: subsequent subsections





