MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE '

February 22, 1979

The thirty-fourth meeting of the committee was held on the
above date in Room 415 of the State Capitol Building with Chair-
man Turnage presiding.

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

CONSIDERATION OF SENATE BILL 265: Senator Stimatz presen-
ted his bill, dealing with inheritance tax, saying it would limit
the debts that could be deducted from a decedent's estate when
determining the market value for inheritance tax purposes. The
bill is the result of a court decision dealing with such tax, and

" the Inheritance Tax Department had asked it be introduced. He
introduced Mr. Stahl, of the Department, who further explained -
the Department's intention to bring the situation to the atten-—
tion of the Legislature, through this bill. Senator Stimatz
made his closing remarks since there was no other testimony or
other witnesses.

The Chairman then permitted questions by the committee. It
was explained that if this bill were passed the tax would be fi-
gured the same as the Federal. It was brought out that if two ‘l
people owned a piece of property under joint tenancy and one of
them died, 50% of the property is reportable for tax purposes.
If there is a mortgage on the property, signed by both tenants,
half of the mortgage was deductible under old law, and after a
recent court decisicon all of the mortgage would be deductible.

Senator Towe illustrated the formula which would be used
and following additional questioning, the members voted to move
the bill out of committee.

Senator Towe Moved Senate Bill 265 Do Pass. The motion was
carried unanimously.

CONSIDERATION OF SENATE BILL 508: Senator Manley said his
bill followed fairly closely the Federal laws, in relation to
inheritance taxes, in making it permissable to make installment
payments, or to use an alternate valuation of fam and closely-
held business properties when paying the taxes. The valuation
nmethod would allow the value of qualifying real property used |
for farming purposes, or in the businesses included, to be de-
termined on its use as of the date of the decedent's death, ra-
ther than on the basis of its highest and best use. He intro-
duced Mr. Johnson who further explained that Congress had passed
legislation encouraging the use of property as it was at the time‘

of the death. He said often the heirs are forced to sell the
land and often it is valued on its potential rather than its
present use, and speculative value is included in the estate.
Congress also improved the situation by permitting installment
payments. He said the law specifically states the decedent can-
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not be a passive investor; he must have participatsd.

Other proponents of the bill included Mr. Zermuehlen who
said the committee must consider carefully the legislation they
pass as it could result in changes resulting in a business hav-
ing to keep two sets of books, one for the Federal and one for
the State. Mr. Teigen presented a ccpy of the resoclutions that
were passed by the Montana Stockgrowers Association at their
May, 1978 meeting, see Exh. #1, attached, showing their concern
with the estate tax laws. Mrs. Peterson, speaking for WIFE,
NFO, FU and the Grange, said they support the bill as well,

Mr. Groff of the Department of Revenue spoke as a neutral
in the matter, but urged the committee to address the possi-
bility of the property being sold before the 15 year period,
as he believed there would be serious and very costly conse-
quences for the seller. Mr. Stahl, also of the D of R, spoke
as & neutral and said too the committee should be aware of the
roll back that would go into effect if the property was sold
within 10 years. There would be a roll back of both State and
Federal gift taxes as well as capital gains tax.

Senator Manley spoke briefly in closing and said if the
heirs did sell they would expect to be paying such taxes but
felt the amount would be the same as if they had not entered
into the installment agreement and there would be no penalty
to consider.

Discussion then followed on possibilities of the land being
sold at higher than market value, and possible consequences. Mr.
Stahl and Mr. Groff were questioned as to present laws concerning
estate taxes, as was Mr. Zermuehlen.

The Chairman asked Researcher Terry Cohea to look at some
possible amendments to the bill for the committee's considera-
tion in the future. Hearing on SB508 was then closed.

The committee then directed their attention to several bills
previously heard and the amendments proffered to them. They looked
at SB303 by Senator Norman which had numerous amendments, see at-
tached Exh. #2. The amendments were accepted and so moved:

Senator Norman Moved to Adopt Amendments to SB303; his mo-
tion carried unanimously.

Senator Norman then Moved SB303 Do Pass As Amended. The mo-
tion passed unanimously.

Senate Bill 347 was then considered, together with propocsed
amendment. They were discussed and accepted; see attached report.

Senator Towe Moved to Adopt Amendments to SB347; his motiocn
was passed unanimously.

Senator Towe then Moved SB347 Do Pass As Amended. The motion
was passed unanimously. s
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RESOLUTIONS PASSED BY | .
THE MONTANA STOCKGROWERS ASSOCIATION — May 20, 1878

1. ECONOMIC IMPACT STATEMENTS

BE IT RESOLVED that the Environmental Protection Agency be
required to file an Economic Impact Statement before implementing
any new regulations.

2. ESTATE TAX REFORM

WHEREAS by the Tax Reform Act of 1876 Congress amended
the Internai Revenue Code to provide (1) that for Federal estate tax
purposes ranch properties may be valued on the basis of use rather
than at fair mmarket value at their highest and best use, and (2) that
the Federa! sstate tax on a closely held business like a ranch may
be paid over 2 15-year period at 4 per cent interest if the business
comprises ¢3 per cent of the estate, and

WHEREAS the Montana inheritance tax law does not have
similar provisions,

NOW THEREFORE BE iT RESOLVED that the Montana Stock-
growers Association favors legislation by the Montana Legislature
to provide for such valuation or ranch properties for Montana
inheritance tax purposes and for such extended period for the
payment of tha Montana inheritance tax.

3. ESTATE TAX REFORM

8E IT RESOLVED that the Montana Stockgrowers Association
recommend that the Federal and State irberitance tax laws be
revised to eliminate the inheritance and estate taxes on estate
transfers between spouses.

4. INITIATIVE FOR RETURN OF PROPERTY TAX
APPRAISALS TO COUNTY

WHEREAS the new Montana Constitution states that the
reappraisal of real and personal property in the state must be done
in a uniform manner and be fair and equitable from county to
county and within counties; and

WHEREAS the Department of Revenue was authorized this
responsibility, and

WHEREAS nie Property Tax Division of the Montana Depart-
ment of Revenue has failed to do this;

THEREFORE BE IT RESOLVED that the Montana Stockgrowers
Asscciation supports the petition drive that will put an initiative on
the ballot and if passed will return property tax appraisals to locaily
elected county officials.

5. ELIMINATION OF TAX ON SPRINKLER IRRIGATION
SYSTEMS

WHEREAS farming and ranching interests are large contributors
to local governments in the form of property taxes, and

WHEREAS water-spreading systems such as a series of contour
ditches, border dikes and land feveling are not taxed, and

WHEREAS irrigated land sometimes brings into production arid
tand of lower productivity, thus increasing the value of that land
and thus increasing the property taxes paid on that land to local
governments,

NOW THEREFORE BE IT RESOLVED that the Montana Stock-
growers Association ask the 1979 Montana Legislature to abolish
the property tax on all irrigation systems.

6. NATIONAL BEEF REFERENOUM
BE IT RESOLVED that the Montana Stockgrowers Association
should sponsor and take whatever action is necessary to pravide
for another beef referendum act.

7. STATE BEEF CHECK-OFF

WHEREAS there is a growing need for increased funding for
beef market deveircment, research and education, and

WHEREAS the Montana cattle producers overwhelmingiy sup-
ported the Beef Refzarendum in 1977,

NOW THEREFORE BE IT RESOLVED that the Montana Stock-
growers Association support state legislation to provide a 25-cents-
a-head check-off to be collected at the time of change of owner-
ship brand inspection and such funds to be administered by the
Montana Beef Council.

8. OPEN RANGE
WHEREAS there are efforts to change the open range law in
Montana; and
WHEREAS these efforts would seek to make it the responsibility
of the livestock owner to provide fencing to keep livestock off of
roads and subdivided lands; and

WHEREAS the open range law is important to the continued
use of grazing land in Montana,

NOW THEREFORE BE IT RESGLVED that the Montana Stock-
growers Associaticn opposes changes in the open range law.

8. STOCKGROWER REVIEW OF LIVESTOCK LAWS

WHEREAS the House Joint Resolution #91 Committee is in the
process of reviewing the livestock laws,

THEREFORE BE IT RESQLVED that Montana Stockgrowers
Association requests that the proposed rewritten iaws be presenteg
to the Executive Committee of the Montana Stockgrowers Associa-
tion and the Executive Committees of the locai fivestock organiza-
ticns for their information and recommendations before adoption.

10. REGISTRATIOM OF FIREARMS OPPOSED

WHEREAS the Division of Drugs and Firearms of the Treasury
Department has published proposed reguiations in the Federat .
Register for public comment-being Article #4355, which regulations -
would require the department to register all firearms, effective 12
June 1978;

WHEREAS this is an attempt to violate the Censtitutional Right
to keep and bear arms, and an attempt to circumvent the Congress
by bureaucratic regulation;

THEREFORE BE IT RESOLVED that the Montana Stockgrowers
Association oppose this action by the Division of Drugs and Fire-
arms, and a copy of this resolution be wired to the Montara
Congressional Delegation and to the Division of Drugs and Fire-
arms,

11, LEGAL HELP FCR INDIAN-WHITE WATER DISPUTES

WHEREAS water right disputes between various indian tri
and individual citizens and states have become common, and

WHEREAS these disputes are based on past treaties and court
actions extremely complex requiring specialized research and legal
services through numerous courts and often the United States
Supreme Court, and

WHEREAS the large legal expenses of the tribes have been
partially paid for by the federal government but not for the cther
parties, and

WHEREAS justice requires top representation for both sides of
the dispute,

THEREFCRE BE T RESOLVED that Montana Stockgrowers
Association petition owr state legislators and Congress to make
funds and legal personnel available so both sides of the dispute can
be equally represented.

12. CONSERVATION DISTRICT WATER RESERVATIONS

BE IT RESOLVED that the Montana Stockgrowers Association
support the Montana Conservation District applications for water
reservations for future agriculture needs.

13. RANGELAND RESQURCE PROGRAM

WHEREAS the rangelands, public and private, are Montana's
most valuable natural resource; and

WHEREAS the members of the Montana Stockgrowers Asso-
ciaticn dJerive the majot portion of their income from these range-
lands, and

WHEREAS the rangelands must be managed to maintain this
resource in proper condition to insure the future stability of the
rangelana livestock industry; and

WNHEREAS improved management of 41 percent of Montana's
rangeiand would result in an increase of 13 percent or approxi-
mately $60 million of the velue of this resource, and at the same
time improve wildlife hahitat, water quality and erosion problems;

NOW THEREFORE BE IT RESOLVED that the Montana Stock-

growers Association endorse the Montana Rangeland Resour
Program enacted by the 1977 Legisiative session.

14. C. M. RUSSELL WILDLIFE REFUGE

WHEREAS legisiative and administrative regulations have
negatively affected and restricted domestic livestock grazing on
land in the Charles M. Russell Wildlife Refuge, and

WHEREAS managed livesicck grazing in these areas is a
compatible and integral management tool in maintaining and
developing optimum natural habitat areas for wiidlifa and fish;



BE IT RESOLVED that the Montana Stockgrowers Association
favors the continued productive use of this natural renewable re-
source for domestic livestock grazing in meeting the muitiple bene-
Fits of vegetation and wild!ife habitat management, maintaining the
socic-economic stability of affected food and fiber needs of the
nation, and

BE IT FURTHER RESOLVED that the U.S. Fish and Wildlife
and Bureau of Land Management administer the Charles M. Russell
Wildiife Refuge consistent with other adjacent management units,

15. 160 ACRE LIMITATIGN

WHEREAS the Western Montana Stockmen’s Association, on
September 10, 1977, supported a resolution to repeal the 1902 160-
acres limitation act, and

WHEREAS since that time there have been several bills intro-
duced into the Congress of the United States dealing with this
subject, and

WHEREAS there has been much testimony and debate concern-
ing the size of the parcel of land under single ownership receiving
irrigation water from a federat project,

WHEREAS most of this legislation and testimony deals with
water projects administered by the Department of the Interior,

NOW THEREFORE BE IT RESOLVED that the Montana Stock-
growers Association again ask Congress to repeal the 1902 160-acre
limitation act, and

BE T FURTHER RESOLVED that any forthcoming legisiation
deal not only with the Bureay of Reclamation but also include ail
other federally funded projects.

16. FiSH AND GAME LAW ENFORCEMENT

WHEREAS the Montana Fish and Game Commission has less
funds in the department to expand their law enforcement program;
and

WHEREAS increasing numbers of hunters and expanded hunt-
ing seasons have increased the burden on existing game wardens;

NOW THEREFORE BE IT RESOLVED that the Montana Stock-
growers Association supports the Department of Fish and Game
efforts to train and to give legal jurisdiction to Game Biologists who
could better serve the department in this category during the

unting seasons, thus giving them game-warden privileges and the
ower to make arrests;

BE IT FURTHER RESOLVED that the Montana Stockgrowers
Association make known its support for the implementation of this
program to the Governor’s Office.

17. SOUTHEASTERN MONTANA ROADLESS AREAS

WHEREAS the United States Forest Service and the Bureau of
Land Management have been ordered to find more roadless areas
suitable for study and designation as wilderness; and

WHEREAS three such areas on the Ashland Division of the
Custer National Forest have already been designated for study,

NOW THEREFORE BE iT RESOLVED that the Montana Stock-
growers Association oppose any areas of either Forest or BLM land
in Southeastern Montana being included as roadless study areas for
designation as wilderness.

18. IDENTIFICATION OF BRUCELLOSIS VACCINATES

BE IT RESOLVED by the Montana Stockgrowers Association?
that the tagging of bruceliosis vaccinated cattle shouid remaxr?
optional with the owner as tattcoing of animals is sufticient identi-
fication of brucellosis vaccinated cattie.

19. FOREIGN MEAT LABELING

WHEREAS the Mconitana Stockgrowers Association has in the
past supporied a resolution that foreign beef be subjected to the
same standards as American beef, and

WHEREAS the Montana Stockgrowers Association supports the
concept of awareness of the type of product the American con-
sumer buys,

NOW THEREFORE BE I|T RESOLVED that all foreign beef
whether it be fresh, frozen, chipped, cubed or whatever other form
it is imported in be labeled as such and stamped with the country
of its origin, and

BE {T FURTHER RESOLVED that the Montana Stockgrowers
Association commend the efforts of the Montana CowBelles to
publicize the lack of enforcement of Montana's 1975 Meat Labeling
Law.

20. CANNED BEEF

WHEREAS there is a need to put more domestic beef into
export markets, and

WHEREAS there is no beef used in food give-away programs
abroad, nor is there domestic canned beef available for disaster aid
programs,

THEREFORE BE IT RESOLVED that the Montana Stockgrowers
Association supports research efforts in the canning of beef, and

BE IT FURTHER RESGOLVED that the Montana Stockgrowers
Association supports the use of beef in Food for Peace programs
and the supplying of beef for natural disaster aid programs.

21. CONFIRMATION

BE IT RESOLVED by the Montana stockgrowers Association
that the actions of the officers and Executive Committee of the
Montana Stockgrowers Association during the period April 30
1977, to and including April 30, 1978, in administering the affairs of*.
the association, are hereby approved and ratified; and

BE IT FURTHER RESOLVED that the official acts of said of-
ficers and Executive Committee of the same period are hereby
expressly approved insofar as said actions are within the scope of
their autherized activities.

22. APPRECIATION

WHEREAS the Montana stockgrowers Associstion has been
privileged tc enjoy the hospitality of Billings, Montana, we wish to
express our appreciation to all who did so much to make this, our
94th Annual Convention, such a successful meeting.

THEREFORE BE IT RESOLVED that the Montana Stockgrowers
Association does hereby extend our sincere thanks to the Montana
CowBelles, to the management and staff of the Ramada Inn and to
all those who contributed to the success of the convention.

RECOMMENDATIONS PASSED BY
THE MONTANA STOCKGROWERS ASSOCIATION — May 20, 1978

1. WATER RIGHT ADJUDICATION

BE IT RECOMMENDED that the Montana stockgrowers Asso-
ciation recommend that the Department of Natural Resources be
required to recognize water rights defined in the State Constitution
and that those rights be adjudicated within five (5) years, with one
set of the adjudication records to be kept in the Capitol and one in
the office of the respective County Clerk and Recorder offices.

2. COUNTY LINE PERMITS

WHEREAS the Legislative subcommittee will recommend that
county line livestock moving permits exceptions be abolished;

NOW THEREFORE BE IT RECOMMENDED that the Montana
Stockgrowers Association resist repeal of this exception.



?@

s g
F
Oy # 2

PROPOSED AMENDMENTS TO SB 303

1. Page 1, line 12.

Following: " (L)"

Insert: "The following categories of property are exempt
from taxation:"

Following: "(a)"

Strike: "The"

Insert: "the"
Followings: "of"
Insert: ":

(i) n

2. Page 1, line 14.

Following: "“"districts"
Strike: ","
Insert: ";

(ii) "

3. Page 1, line 15.
Following: ‘"profit"
Strike: ","

Insert: ;
(iii)"

4. Page 1, line 16.

Following: '"corporations"
Strike: ","
Insert: "; and
(lV) "
Following: "libraries;"

Insert: "(b)"

5. Page 1, line 20.

Following: "church;”"
Strike: "such other"
Insert: "(c)"

6. Page 1, line 21.
Following: '"property"
Strike: “as is"

7. Page 1, line 22.

Following: '"purposes,"
Insert: "and for"

8. Page 1, line 23.

Following: '"hospitals"
Strike: ", and"
Insert: ";
(a)®
Following: ‘"property"
Strike: ", both real and personal, without limitation as to

amount except that real property owned shall not exceed
640 acres,"
ert: "that meets the following conditions

1) is"

in

—~



g. Page 2, line 2.

Fsllowing: "217

Sctrike: ","

Insert: ";"

Following: '"eemeterzes”

Strike: ‘"which operates"

Insert: " (ii) is held exclusively for use in connection with"

10. Page 2, line 3,

Following: "cemeteries"

Strike: ", provided such cemeteries and any land claimed to
be exempt are"

Insert: ";

(iii) is"

11. Page 2, line 5.
Following: "profit:"
Insert: " (e)"

12. Page 2, line 6.
Following: 1line 5
Insert: "(f)"

13. Page 2, line 7.
Following: "Montana;"
Strike: "and"

Insert: "(g)"

14. Page 2, line 9.

Fecllowing: ‘"profit"
Strike: remainder of line 9 and all of line 10
Insert: "

(h) all household goods and furniture, including but not
limited to clocks, musical instruments, sewing machines,

and wearing apparel of members of the family, used by the
owner for personal and domestic purposes or for furnishing or
equipping the family residence and

(i) a truck canopy cover or ropper weighing less than 300
pounds and having no accommodations attached."

15. Page 2, line 11.

Following: 1line 11

Strike: " (b) As used in this subsection, the"
Insert: " (2){(a) The"

16. Page 2, line 14.

Following: ‘"profit"

Strike: ", and the"

Insert: ".
(b) The

17 Page 2, line 20.

Following: line 20

Insert: " (c) The term "property" means all real or personal
property.”

18. Page 2, line 21.
Following: line 20
o
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Respectfully report as follows: Thatsenate‘ ...... Bill No..... 3 03"

introduced bill, be

line 12.
n (l)ﬂ

l. Page 1,
Following:
Insert:
¥ollowing:
Strike: "The
Insert: "tha”
Following: “of"
Insert: ":

()"

h(a)ﬂ

line 14.
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“The following categories of property

anended as follows:

LHaEdns

are exennt from taxation:*



Page 2 Senate 2411 393 Taxation Cemmittee}

4. PZage 1, line 16.
Following: “corperations”
Strikes *,F
Insert: ": and

(i) "™
Following: “libraries;”
Inzext: *(b)" :
Following: “buildings”
Strike: *, with land they”

5. Pagae 1, 1line 17.
Pollowing: 1line 15
Strike: “occupy”
Following: “therein®
Strike: *=,°

6. Page 1, line 18.
Following: “worship”
Strike:r "andg®
Inzert: "or”

7. Page 1, line 20.

Following: ®buiidings®

gtrike: "owned by a church; such”
Insert: %;° T

8. Pege 1, line 21.

Following: line 20
Strike: “other”
Ingert: %(c}°”
Following: ‘“property”
Stxike: ®es is”

9, Pagz 1, line 22.
Following: “purpczes,”
Insert: “and for”

10. Paga 1, lines23 24 a5 25.
Following: 'hss?itais‘
Strike: %, end all®
Insert: ";°
(c)”
Follewing: “property”
Strike: %, both real and personal, without limitation as to amount
except that real property owned shall not excoed 640 acres,”
Insert: "that meets the following conditions:
(i) is®

11.  Page 2, line 2.
Follcwing: "21"
Strike: *
Insert: %3
Followiug: “ecemsteriea”

STATE PUB. CO.
Helena, Mont.

Chairman.
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Page 3 Senate 511} 303 Taxation Cemaittee
1l. Coatinued
-Strike: "vhich crerates®
Insert: “(ii) i naid exclusively for use iz connection with"”
12. Page 2, 1line 3,
llowing: "ceneteries”
Striza: ", provided such cemateries and any land clainad to be exexpt
Insart: "; and

(iii) is®

130 Pﬁge 2’ lin” 5-
Following: “profit;*"
Insexrs: "(e)*®

14. Pagz 2, lias 6.
Foliciwing: 1lina 5
Insart: ®(£)°

15. Paga 2, iine 7.
Following: “MMontana:®
Strike: “gnd"
Insert: *{g)°"

16. Page 2, lines$ and 10.
Poliowing: “"profite”
Strike: remainder of lins 3 and 211 cof lins 19
I.z sert: @;
{(h) all heousehold goods and furniture, including but net linited

cleocks, muslcel instruments, sawing m:Va-urs, and wearing apparel of
menbers of the family, used by the owner foxr perscnal and domestic

purposes or for furnishing or eguipping the fax 11 rezidence and

(i) a truck canopy covesr or topper welghing less than 359 pounds
and having no accommecdations auiached.®

17. Page 2, lioe li.

Following: 1linz 10

Strike: "(b) As used in this subsaction, the”
Insert: *(2) (a) Tha"

18. Page 2, line 1l4.
Fe]lcwiag "orofit”
Strikes: *%,°

2 " ©
Insezri: -

135. Page 2, line 15.
Following: 1line 14
Strike: "and the"
Inszre: *(b) The"

ge 2, line l6.
g: “ohzervatoricz® ¢
Strike: “mean®

: "includaes®

STATE PUB. CO. Chairman.
Helona, Mont, .
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Paga 4 Senate Bill 3083

20. Coepntinued
Following: “only”
Strike: “such®
Inzsert: “those®

21l. Page 2, line 17.

Following: “ownership,”

Sﬁri« "as”

22. Fogaz 2, line 18.
Fcllcw“ng° *charga”
trike: "or fee"

T .,
Pebraary 22

Taxnticn Commiticon

23. Page 2, lines 21 through 25.

Following: 1l1line 20

Strike: lines 21 through 25 and through lime 3 on page 3.

And, a3 o &smended,

STATE FUB. 2O,
Helana, Moat,
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Respectfully report as follows: That.......eiivieiciiiiiiitirrr e ctrss i ese s srre s aen Senate sl No..247,

introducad bill, be amended as follows:

LAYi o -

1. Page 1, line 22.
Foilowing: “developmen
Insart: "in that area or

1572, whichever is later,"”

2. aga 2, line 1.
Follo 7ing: “devslopmant
Insers: °©

in that area or 1972, waichever is

later,®

And, as so amended,

~DO_PASS

STATE PUB. CO.
Hetena, Mont,






