
MINUTES OF THE IGETINC 
TAXATION COX.i'4ITTEE 

MONTANA STATE SENATE 

Marcn 5 ,  1 9 7 9  4 
The f o r t y - s e c o n d  mee t ing  of t h e  c o r r i i t t e e  was h e l d  cn  t h e  

above d a t e  i n  Room 415 o f  t h e  S t a t e  C s p i t o l  B u i i d i n g ,  Chairman 
Turnage  p r e s i d i n g .  

ROLL CALL: R o l l  c a l l  found a l l  members p r e s e n t  e x c e p t  Sena- 
t o r s  Brown and Rosk ie  who were  excused.  W i t n e s s e s  p r e s e n t i n g  
t e s t i m o n y  a r e  l i s t e d .  

CONSIDERATION OF HOUSE BILL 582: R e p r e s e n t a t i v e  B u r n e t t  
appeared  i n  a p p r o p r i a t e  headgear  t o  p r e s e n t  h i s  a n t i q u e  a i r p l a n e  
b i l l .  H e  a sked  t h a t  t h e  p l a n e s  b e  exempt from t a x a t i o n  a f t e r  
40  y e a r s  o f  age.  H e  s a i d  a u t o s  are exempt f rcm p r o p e r t y  t a x  
a f t e r  30 y e a r s  and he t h o u g h t  a i r p l a n e s  s h o u l d  b e  c o n s i d e r e d  
i n  t h i s  law a s  w e l l .  The Chairman a s k e d  f o r  f u r t h e r  p roponen t s  
o r  o p p o n e n t s ,  and a s  t h e r e  were none,  c o m m i t t e e  members b r i e f l y  
d i s c u s s e d  t h e  b i l l ,  a g r e e i n g  t o  move on t h e  l e g i s l a t i o n :  

S e n a t o r  Towe Moved HB582 Be Concurred  I n .  The motion was 
c a r r i e d  unanimously.  

CONSIDERATION OF HOUSE BILL 320: R e p r e s e n t a t i v e  Ramirez 
p r e s e n t e d  t h e  b i l l  b r i e f l y ,  s a y i n g  it would a l l o w  county  a s s e s -  
s o r s  t o  a p p o r t i o n  p r o p e r t y  t a x  due on s u b d i v i d e d  l a n d  i n  pro-  
p o r t i o n  t o  t h e  s i z e  o f  t h e  s u b d i v i d e d  p a r c e l s .  Fol lowing h i s  1 
p r e s e n t a t i o n  Dennis  Rehberg gave s u p p o r t i n g  t e s t i m o n y  a s  w e l l ,  
s a y i n g  t h e y  a r e  i n  f a v o r  o f  any measure t h a t  n i g h t  h e l p  a l l e -  
v i a t e  t h e  problems t h a t  a r i s e  between t h e  b u y e r  and se l l e r  o f  
l a n d .  H e  s a i d  t o o ,  t h a t  sometimes t h e r e  is  a t a x  b i l l  a b o u t  
which t h e  p r o s p e c t i v e  b u y e r  i s  unaware. M r .  Groff  and Yx. Burr  
o f  t h e  Department  o f  2evenue w e r e  p r e s e n t  t o  answer q u e s t i o n s  
o f  t h e  committee a l s o ,  s a y i n g  t h e r e  would b e  a g r e a t  d e a l  o f  
work i n v o l v e d  i n  p r o r a t i n g  t a x e s  on e v e r y  l a n d  s a l e  i n  t h e  s t a t e .  

R e p r e s e n t a t i v e  Ramirez made h i s  c l o s i n g  remarks  f o l l o w i n g  
a  number o f  q u e s t i o n s  by t h e  commit tee ,  and s a i d  t h e r e  w e r e n ' t  
t h a t  many t r a n s f e r s  o f  l a n d  which i s  what  h i s  k i l l  a d d r e s s e s ,  
and saw no  l a r g e  problem i n  t h e  p r o r a t i n g  p r o c z s s .  

D i s c u s s i o n  c o n t i n u e d  on t h e  b i l l ;  t h e  c o n n i t t e e  s u g g e s t e d  
r e i n s e r t i n g  t h e  word " d e l i n q u e n t "  i n  t h e  body nf  t h e  b i l l .  The 
problem o f  p r o r a t i n g  t h e  t a x e s  f o r  t h e  2 e r i o d  ;f t i m e  b e f o r e  
due  d a t e ,  November 3 0 t h ,  was q u e s t i o n e d  a s  well. The C h a i r n m  
a t  t h i s  p o i n t  s t a t e d  s e v e r a l  y e a r s  ago h e  had i n t r o d u c e d  a  b i l l  
which was t o  have  a c c o m ~ l i s h e d  purpose  o f  HB320. The s t a t u t e s  
c c n c e r n i n g  t h i s  m a t t e r  w e r e  looked o v e r  and Chairman Turnzge 
s a i d  p e r h a p s  t h a t  law was n o t  do ing  what it was i n t e n d e d  t o  do. 
R e p r e s e n t a t i v e  Ramirez s a i d  h e  was unaware o f  such  l e g i s l a t i o n .  
Fo l lowing  b r i e f  d i s c u s s i o n ,  h e a r i n g  was c l o s e d  on H B 3 2 0 .  1 

CONSIDERATION OF HOUSE BILL 3 7 0 :  R e p r e s e n t a t i v e  Ramirez 
p r e s e n t e d  t h i s  b i l l  a s  w e l l ,  which would r e q u i r e  coun ty  a s s e s -  - - - 
s o r s  t o  p r o r a t e  p r o p e r t y  t a x  due on mobi le  homes i n  p r o p o r t i o n  



tc t h e  number of months the hcme Fias 1 2 u 2 S r t h  Cox gave 
s u p p o r t i n g  t e s t i m o n y  t o  t h e  b i l l  and ssLd there is c o n f l i c t  u n d e r  t h e  
p r e s e n t  sys tem.  Mr. Groff  q u e s t i o n e d  s e v e r a l  p o r t i o n s  of  the S l i l ,  
i n c l u d i n g  t h e  method by whizh t h e  c o c x ~ y  c r e a s u r c r  is  t o  be pa id  back ' from t h e  s t a t e .  There  f o l l o w e d  d l s c u s s ~ o n  an  the method o f  re imourse-  
merit t h e  t r e a s u r e r s ,  a l s o  d i s c u s s i o n  on t h e  d e f i n i t i o n  o f  mobi le  homer 
i n  p r e s e n t  s t a t u t e s .  The h e a r i n g  on HB370 w a s  t h e n  c l o s e d .  

CONSIDERATION O F  HOUSE 2ILL 37:: R e p r e s e n t a t i v e  Ramirez s a i d  
t h e  b i l l  would p e r m i t  c o r r e c t i o n  of  a s s e s s m e n t  books i n  m a t t e r s  n o t  
under  l i t i g a t i o n .  I n  s u c h  c a s e  t h e  books c c u l d  bz changed o n l y  w i t h  
t h e  c o n s e n t  o f  t h e  coun ty  a t t o r n e y .  M s .  Cox w a s  a p roponen t  o f  t h i s  
b i l l  as w e l l ,  s a y i n g  much paperwork c o u l d  be  s a v e d  i f  county  t r e a s u r -  
ers, among t h o s e  ment ioned i n  t h e  b i l l ,  c o u l d  have  a u t h o r i t y  t o  make 
such  c o r r e c t i o n s .  

V i c e  Chairman Goodover a s k e d  f o r  o t h e r  p r o p o n e n t s  o r  opponen t s ,  
and h e a r i n g  none ,  p e r m i t t e d  q u e s t i o n s  by t h e  c o r m i t t e e .  M r .  Burr  was 
q u e s t i o n e d  i n  t h e  m a t t e r  and he  a g r e e d  t h e r e  i s  a problem a t  t i m e s  
and t h o u g h t  t h e  coun ty  a s s e s s o r  s h o u l d  b e  r e f e r r e d  t o  a s  t h e  ' a g e n t '  
of t h e  Department .  A f t e r  b r i e f  d i s c u s s i o n  h e a r i n g  on 3B37l was 
c l o s e d .  

CONSIDERATION OF HOUSE BILL 467: R e p r e s e n t a t i v e  Hurwitz s a i d  
h i s  b i l l  would a l l o w  coun ty  commiss ioners  t o  l e v y  up t o  $50,000 f o r  
a f i r e  d i s t r i c t ,  o v e r  t h e  $15,000 p r e s e n t  l i m i t .  P roponen t s  of t h e  
b i l l  i n c l u d e d  M r .  Korn o f  t h e  Montana F i r e f i g h t e r s  o r g m i z a t i o n ,  
M r .  E l l i s ,  M r .  F i s h e r  and M r .  O r r .  Vice Chairman Goodover c a l l e d  
f o r  o t h e r  p r o p o n e n t s  o r  opponen t s  and a s  t h e r e  w e r e  none,  p e r m i t t e d  
q u e s t i o n s  by t h e  committee.  There  f o l l c t r e d  e x t e n s i v e  d i s c u s s i o n  on 
t h e  b i l l ;  t h e  committee e x p r e s s e d  t h e i r  concern  t h a t  such  l e v y  v o u l d  
go on c i t y  r e s i d e n t s  as  w e l l ,  who a l r e a d y  pay f o r  f i r e  p r o t e c t i o n .  
S e n a t o r s  Norman and Towe e x p r e s s e d  t h i s  concern  s a y i n g  t h e  a s s e s s -  
ment would b e  county-wide t h e  way t h e  b i l l  i s  w r i t t e n .  Hear ing  on 
t h e  b i l l  t h e n  c l o s e d .  

CONSIDERATION OF SENATE BILL 235: S e n a t o r  MacCallum e x p l a i n e d  
t h e  amendments t h a t  were  a d o p t e d  by t h e  commit tee ,  see Committee R e -  
p o r t  a t t a c h e d .  

S e n a t o r  Towe Moved t o  Amend SB235. Mstion c a r r i e d .  Note f o r  t h e  - 
r e c o r d  S e n a t o r  Hager v o t e d  "No". 

S e n a t o r  MacCallum t h e n  Moved SB235 A s  Amended, D o  Pass. Motion 
c a r r i e d .  Note absence  a t  t h i s  p o i n t  i n  mee t ing  o f  S e n a t o r s  Manning 
and ~ o s l c i e .  

The Chairman a s k e d  t h e  committee t o  t a k e  up SB184, v e h i c l e  f e e  
s y s t e m ,  which had been h e a r d  p r e v i o u s l y  and d i s c u s s e d  on s e v e r a l  oc- 
c a s i o n s  by t h e  committee.  Manse Hutchinsoil  of t h e  Department o f  Rcve- 
nue was p r e s e n t  t o  answer q u e s t i o n s  o f  t h e  committee r e g a r d i n g  v a r i o u s  
f e e  s c h e d u l e s  t h e y  migh t  wish  t o  a d o p t .  The d i s c u s s i o n  a l s o  i n c l u d e d  
i n p u t  from Dennis  S u r r ,  a l s o  of  t h e  Oepartment .  They agreed t o  b r i n g  
back s e v e r a l .  s c h e d u l e s  f o r  t h e  committee u s i n g  d i f f e r e n t  r a t s s ,  new 
c a r  s a l e s  t a x  p e r c e n t a g e s .  M r .  Burr  reminded t h e  committee c ~ f  t h e  
p r e s e n t  cumbersome a s s e s s m e n t  sys tem and t h e  t i n e  t h a t  i s  n e c e s s a r y  
t o  a s s e s s  v e h i c l e s .  The committee e x p r e s s e d  t h e i r  concern  t h a t  t h e  
p r e s e n t  s y s t e m  i s  a f f e c t e d  by i n f l a t i o n  and most s t a t e d  t h e i r  a7ree- 
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merit t h a t  i f  a n  equi tab lc2  schedule souid Sc lfoun5, they wocld prefer 
it f o r  v a r i o u s  r e a s o n s ,  i n c l u d i n g  the a f o r e - m e n t i o r l e d  i n f l a t i o n a r y  a f -  I 

f e c t  on  t h e  p r e s e n t  system, a l s o  a s  a savings of tine and c o n v e n i e n c e  
f o r  the t a x p a y e r .  

The c o m m i t t e e  a l s o  e x p r e s s e d  t h e i r  c o n c e r n  a b o u t  t h e  bo t tom o f  t h e  1 fee  s c h e d u l e ,  a b o u t  t a x i n g  t h e  o l d e r  c a r s  e x c e s s i v e l y ,  and  t o o ,  t h e y  
r e f l e c t e d  the l o s s  o f  t h e  new c a r  s a l e s  t a x  t o  the Highway Depar tment  
could p r o v e  a d e t e r r e n t  t o  t h e  comple t io r ,  o f  t h e  i n t e r s t a t e  highway 
s y s t e m  i n  the s t a t e .  

The m e e t i n g  was t h e n  a d j o u r n e d .  
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I 
L A 8 3 1 3  
EDUCATION 

I The 1977 L e g i s l a t u r e  passed H ,  B. 70 ,  which  was prcposed by t h e  

L e g i s l a t i v e  I n t e r i m  Corn.. on t a x a t i o n .  The  p u r p o s e  of t h i s  b i l l  was t o  

I s i m p l i f y *  t h e  p r o c e d u r e  i n  a r r i v i n g  a t  t h e  t a x a b l e  v a l u e  o f  t a x a b l e  items. 

T h i s  was d o n e  so you and I a n d  anyone  else c a n  u n d e r s t a n d  how 

I t a x a b l e  v a l u e  i s  a r r i v e d  a t .  

I This i s  d o n e  by e s t a b l i s h i f i g  m a r k e t  val .~:e  a s  the b a s i s  o f  t a x a t i o n ,  

e x c e p t  f o r  c e r t a i n  c a s e s ,  and a d  j u s t i n q  t h e  t a x a b l e  pe r zen  tacje a c c o r d i n g l y .  

) X. 8 .  70 had n o  i n t e n t  t o  r a i s e  o r  lower taxes, o n l y  t o  s i m p l i f y  

t h e  procedure.  

I I t h i n k  t h e  b i l l  was n e c e s s a r y  a n d  i t  p o i n t s  o u t  some p r c b l e m s  i n  

a r r i v i n g  a t  m a r k e t  value. 

Most of t h e  m o t o r i z e d  v e h i c l e s  a n d  l a r g e r  e q u i y e n t  have book 

1 v a l u e s  e s t a b l i s h e d  by t h e  i n d u s t r i e s  i n v o l v e d .  These  i n c l u d e  cars, 

t r a c t o r s ,  some e q u i p m e n t ,  snowmobi l e s ,  m o t o r c y c l e s ,  a i r p l a n e s ,  boats, etc. 

I n  g e n e r a l  t h e s e  books  l i s t  t h r e e  v a l u e s ;  average l o a n ,  a v e r a g e  a  

a s  i s ,  and average resale. Some of t h e  books  use different t e r m i n o l o g y  

b u t  a l l  mean b a s i c a l l y  t h e  same t h i n g .  

I These book v a l u e s  a re  a r r i T ~ e d  a t  by a v e r a g i n g  s a l e s  by d e a i e r s  i n  

I 
t h e  whole  c o u n t r y ,  o r  i n  some cases by a r e a s .  T h i s  i s  r e s a l e  book v a l u e .  

Thcse  v a l u e s  a r e  g e n e r a l l y  h i d d e n  i n  thc book by c o d i n q  cr bcinf.; ?ut i n  

a d i f f e r e n t  section o f  t h e  book.  T h i s  i s  so that it i s  not  e a s y  f o r  a r 
c c s t r ~ ! - ~ c r  t o  s:?e t h e  f i g u r e s .  T h i s  bcjo'r, v a l u ~  h a s  a profit n d r q i n  of 2C)'t. 



o r  more p l u s  t h e  cost of r e c o n d i t i o n i n g  t o  g e t  t h e  u n i t  r e a d y  f o r  r e s a l e .  

The as i s  or middle v a l u e  i s  a r r i v e d  at b y  d e d u c t i n g  a 2 0 %  o r  more a 
p r o f i t  m a r g i n  and t h e  a v e r a g e  cost o f  r e z a n d i t i o n i n g  t h i s  v e h i c l e  t o  g e t  i 3 
ready f o r  r e s a l e .  In some cases o n l y  t h e  p r o f i t  m a r g i n  i s  d e d u c t e d  and  t h e -  

r e c o n d i t i o n i n g  i s  t o  b e  t a k e n  o f f  t h e  m i d d l e  bdok v a l u e  by  t h e  d e a l e r .  1 
M o t o r c y c l e s ,  snowmobi l e s ,  b o a t s ,  boat t r a i l e r s ,  and r e c r e a t i o n  v e h i c l e s  

f a l l  i n t o  t h i s  class. 

Loan v a l u ?  i s  t h e  f i g u r e  most l o a n  o r g a n i z a t i o n s  w i l l  l e n d  o n  t h e s e  1 
v e h i c l e s .  T h i s  g e n e r a l l y  w i l l  vary  be tween  5 0  a n d  6 6 8  o f  r e s a l e  v a l u e .  

I h'ave n o  a r g u m e n t  w i t h  u s i n g  m a r k e t  v a l u e  f o r  t a x  p u r p o s e s ,  b c t  wha t  

is m a r k e t  v a l u e ?  I f e e l  t h e  m a r k e t  v a i u e  o f  y o u r  car, t r a c t o r ,  snowmobi le  

o r  w h a t  have  y o u ,  i s  t h a t  v a l u e  when you t u r n  the  i g n i t i o n  key  o f f  i n  y o u r  

g a r a g e  or ya rd .  T h a t  f i g u r e  is  t h e  m i d d l e  book v l a u e ,  the " a s  i s "  v a l u e .  

T h e r e  is nG way t h a t  you s h o u l d  b e  t a x e d  o n  a m a r g i n  of p r o f i t  c h a r g e d  by 

t h e  d e a l e r ,  t h e  r e p a i r ,  and  r e c o n d i t i o n i n g  he m u s t  pzt On t h e  v e h i c l e  to  ge: 

i t  r e a d y  f o r  r e s a l e .  These  c h a r g e s  a r e  l e g i t i m a t e  b u t  s h o u l d  n o t  be u s e d  

i n  f i g u r i n g  t a x a b l e  v a l u e .  

I s p e n t  2 1  y e a r s  of m y  life s e l l i n g  f a r m  equipment and  used bo th  b o o k s  S 
a n d  my knowle6ge  of t h e  b u s i n e s s  t o  d e t e r m i n e  v a l u e s  of equ ipmen t .  # 

The D e p a r t m e n t  o f  Revenue i s  u s i n g  t h e  r e s a l e  o r  r e t a i l  f i g u r e  as m a r k e t  

v a l u e .  T h i s  is wrong! H. B. 70 d i d  n o t  c a u s e  t h i s  as t h i s  i s  t h e  f i g u r e  

t h e y  h a v e  been u s i n g  s i n c e  "I d o n ' t  know when." H. E. 7 0  j u s t  made i t  

easy  t o  Sce.  

T h i s  i s  scr ; :e thing I t h i n k  w e  m u s t  chanqe  i n  t h e  i:ext s e s s i o n  o f  

t he  Leyis l ' t , . i re  by getting i n t o  the n i t t y  ~ r i t t y  of f i g u r e s  

t h a t  the 3 e p t .  m u s t  u s e .  

F o l l o w i n g  i s  a l i s t  o f  e x a r . p l e s  o f  more reasons why r e s a l e  or 

r e t a i l  f i g x r s s  a r e  n o t  m a r k e t  v a l u e s  o f  y G u r  c a r s ,  t r u c k s ,  o r  equ ipmen t .  



is t i le a v e r n - e  w i : n ? t . - l l r  y:,.lue 3: c l - n n  un ; t s  rr5dy 

f o r  r e s a l e .  

b3 .  s t a n d s  f o r  Csea h e t ? l l .  

It-1s t h e  averl, .e ~ : i ; o l ~ ~ - ? l e  1 . 1 ~ ~  t 1p-vf , r r  e .ar. UD cr.-;k,ed 

by c e ? l e r s .  

E e l i  10' C a ~ ~ e r  

Y e 3 r  Uji S 

l r 7 5  $1420 

197; i l l 5 0  

1973  $ ? 4 C  

1972 5760 

1571 $705 

1 9 7 0  ~ 5 , s  O 

1964 $520 

lqCd $380 

1967 $ 2 9 0  

i967 $250 

Security 8' Cancer 

1406 21150 

1975 $940 

1474 $ 7 2 0  

19?3 5490 

13::: ;42a 

1/71 ;2hO 

: ?:;c ~ 1 5 0  



: a i l  r :nebc~,-o ; t ; ~ ) t g r  I!o-.? 

Year il!d S 

1970 87760 

1975 $6090 

19 74 $4900 

1973 $4790 

1972 $4440 

1 9 7 1  $4Q70 

1970 $3930 

19 59 63470 . 

Z t l l  T r a v e l  Trailer 

1476 s3100 

1975 $s.3L$o 

15'74 12340 

1 4 7 3  ~ 1 9 5 0  

1972 ~ 1 5 5 0  

1 5 7 1  $138 0 

1970 $1470 

1969 41150 

1468 $910 

19 67 $790 

1.966 r 6 7 0  



t e r r i t o r y .  

.4vir~cc r e t a l l - - - - - - - -  & t e s t  a v e r s ~ e  ret:i?l v a l u e s  b+? .s~ i  on  r c t ' ~ s l  sales  

r t z p c r t s  from Ziew an3 Geed Car 3 e a l e r s  t h r o u c h o u t  - 
territory. 

Ford Grzn T o r i n o  

1476 

1975 

1974 

Ave Lcan Ave. Tr22ein  Ave. ?&ail $ 

83 02 5 $3 32s 44050 22% 

$2250 $.$503 $3100 24$ 

$1875 $2075 $2650 28s 

$1375 3 5 2 5  t2375 36% 

$050 $1150 $ 1 5 5 ~  44% 

625 -? "7" -, 21125 66;l 

tere Id i2 cit:nr c u t  e x a a ~ l e  of ha?. Ehe n e r s o n  ~ 1 t - h  n n  o l e e r  
c a r  i s  being t a x e d  a i  h l i l h e r  rate tknn t h e  ce r son  t k a t  cqn n f f o r d  
t~ d r i v e  a new cqr .  



Farrr. r r n c t o r s  a n d  k 3 u i p .  

i 
i v e r n ; e  2 s  i s  va lues  a r e  ar~llc?ble t o  c n c h l n e s  i n  avr rnqe  conl?t:or. 

bvrrs,e retail values n r e  the over : j e  cr:ce: r e c i c v c d  by desl~rs 

a f t e r  a n  average a r t .  ofcucondltloning iind 3 20;; m ? r k  up. 

b 7 q . c o  - 203 Markup 
= Averade as i s  

p r i c e  
A l l l s  Chzlners 
190 xt 
Year average  a s  i s  P.ve Fie tcill 

John  &ere 
55 combine 

Perceri t ~ ~ e  
Lncrcnse 



E i ~ h  b3ok i s  for g o ~ d  c l e 3 r  ~n?tur r;l-y,: ; ~ z t  :>: ~ c T - I : ~ ~  

Code p r i c e  I s .  t h e  r e s a l e  r r l c c  : ? l t h  t h e  m_r\r.i;u> qdc','-.j, 

5 o s t s  a n d   doto or cycles ?,;?-re s!c:l?r d e f  lnltlons. 

The r e ~ a i r  is t o  be d e d u c t a d  frnn t k e  h i r h  ~ n d  l o ~ r  book D r L c e s .  

Motorcyc les  

Low 

$596 

$495 

$437 

$334 

$2 50 

$195 

$179 



i q r s o n  - i? ft. 

Yesr 

1975 

1974 

1973 

1972 

1971 

1970 

1969 

1958 

1957 

Low 

$3014 

$2917 

$2454 

$1907 

$1883 

81878 

31520 

$1285 

$1108 

A l r p l a n e e  This was i ? k s n  from a 1972 book and there is no er,glzn.?-t?cz 
o f  v a l u e s  

Cessn3 71Q 
I 

Ave. 'dholee:. le 



T h e s e  f  l ,ur- . -  d cc;zr~r ! : -sns K e r t  !.I t q i ~ r :  f r - ) r  :r<s~::; 

bocks .  Sone  of  tr:e books  >:ere tilt, o.C r l . : : . i n t  L : : s G ~  b u t  t ~ i b  =I.-- 

~ - r L s ~ c s  would be  t h e  sg.-e. 

i t n ~ n k  i t  e x r l t i l n s  v e r y  :.re11 t i i q t  t : r  Besa le  o r  3 - t a l l  v - l u e  

is 7 2 t  t n e  t r u e  * r r l u e  sf your  ve;:tcl  r o r  ~ i p c e  of ec:u?raent unen 

you t u r n  t h e  i ~ n l t i o n  key to o f f  a n d  r i t  f o r  i h ~  n!.-ht. 

I t h i n k  i t  a l s o  r x ~ l n l n s  why v7c h v r  311 t h c  d i f f e r e n t  r a t e s  

o f  t a x a t i o n  i n  t i - e s e  c l a s s e s  f r o g  11,: t o  151. 

' i h a n k  you  .ent iemen for l l s t e n i n e  tc ny r e ~ s e e r c h  a n d  t r . l n k l n e .  

S e n a t o r  E l m e r ,  D. Severson 



SEN. ELMER D. SEVERSON 
BOX 28. RT. 1 
STEVENSVILLE. MONT. 59670 

COMMITTEES: 
TAXATION 
LABOR 
EDUCATION 

1 
The 1977 L e g i s l a t u r e  passed H.  B. 70 ,  which was proposed by t h e  I 

L e g i s l a t i v e  I n t e r i m  Comm, on t a x a t i o n .  The purpose of t h i s  h i l l  was t o  I 

s i m p l i f y  t h e  procedure  i n  a r r i v i n g  a t  t h e  t a x a b l e  v a l u e  of t a x a b l e  i tems.  
i 

Thi s  was done so you and I and anyone else can unders tand  how 1 
t a x a b l e  v a l u e  i s  a r r i v e d  a t .  

1 
This  i s  done by e s t a b l i s h i n g  market  v a l u e  as  t h e  b a s i s  of t a x a t i o n ,  1 

e x c e p t  f o r  c e r t a i n  c a s e s ,  and a d j u s t i n g  t h e  t a x a b l e  pe rcen tage  acco rd ing ly  

H .  B. 70  had no i n t e n t  t o  r a i s e  o r  lower t a x e s ,  o n l y  t o  s i m ~ l i f y  

t h e  procedure .  

I t h i n k  t h e  b i l l  was neces sa ry  and it p o i n t s  o u t  some problems i n  
I 

a r r i v i n g  a t  market  va lue .  

Most of t h e  motor ized v e h i c l e s  and l a r g e r  equigment have book 

v a l u e s  e s t a b l i s h e d  by t h e  i n d u s t r i e s  involved.  These i n c l u d e  cars, 

t r a c t o r s ,  some equipment,  snowmobiles, motorcyc les ,  a i r p l a n e s ,  b o a t s ,  e t c .  

I n  g e n e r a l  t h e s e  books l i s t  t h r e e  va lues ;  average  l o a n ,  average a 
I 

a s  i s ,  and ave rage  r e s a l e .  Some of t h e  books u s e  d i f f e r e - : t  terminology I 

b u t  a l l  mean b a s i c a l l y  t h e  same th ing .  

These book v a l u e s  a r e  a r r i v e d  a t  by averag ing  s a l e s  by d e a l e r s  i n  

t h e  whole coun t ry ,  o r  i n  some c a s e s  by a r e a s .  This  i s  r e s a l e  book va lue .  

These v a l u e s  a r e  g e n e r a l l y  hidden i n  t h e  book Sy coding  o r  being p u t  i n  4 
a  d i f f e r e n t  s e c t i o n  of t h e  book. Th i s  i s  so  t h a t  it i s  no t  easy  f o r  a 

c u s ~ o m e r  t o  see t h e  f i g u r e s .  T h i s  book va lue  has  a  p r o f i t m a r g i n  of 2 0 %  I 



I 
o r  more p l u s  t h e  c o s t  of  r e c o n d i t i o n i n g  t o  q e t  t h e  u n i t  r e a d y  f o r  r e s a l e .  

b The a s  Is o r  m i d d l e  v a l u e  i s  a r r i v e d  a t  b:{ d e z u c t i n g  3 2 0 %  or inore 

I p r o f i t  marg in  and  t h e  a v e r a g e  c o s t  o f  r e c o n d i t i o n i n g  t h i s  v e h i c l e  t o  g e t  i t  

r e a d y  f o r  r e s a l e .  I n  some c a s e s  o c l y  t h e  p r o f i t  m a r g i n  i s  deduc ted  and t h e  

r e c o n d i t i o n i n g  i s  t o  be t a k e n  o f f  t h e  midd le  book v a l u e  by t h e  d e a l e r .  

Motorcyc les ,  snowmobiles ,  b o a t s ,  b o a t  t r a i l e r s ,  and r e c r e a t i o n  v e h i c l e s  

f a l l  i n t o  t h i s  class. 

Loan v a l u e  i s  t h e  f i g u r e  n c s t  l o a n  o r g a n i z a t i o n s  w i l l  l e n d  on  t h e s e  

v e h i c l e s .  T h i s  g e n e r a l l y  w i l l  v a r y  between 50 and 6 6 %  o f  r e s a l e  v a l u e .  

I h&ve no argument  w i t h  u s i n g  marke t  v a l u e  for tax p u r p o s e s ,  b u t  what 

i s  m a r k e t  v a l u e ?  I fee l  t h e  marke t  v a l u e  of your  c a r ,  t r a c t o r ,  snowmobile 

o r  what  have  you,  i s  t h a t  v a l u e  when you t u r n  t h e  i g n i t i o n  key o f f  i n  your  

g a r a g e  o r  y a r d .  T h a t  f i g u r e  i s  t h e  midd le  book v l a u e ,  t h e  " a s  i s"  v a l u e .  

There  i s  no way t h a t  you s h o u l d  b e  t a x e d  on  a  margin o f  p r o f i t  cha rged  by 

);he d e a l e r ,  t h e  r e p a i r ,  and  r e c o n d i t i o n i n g  he must  p u t  on t h e  v e h i c l e  t o  g e t  

it ready f o r  r e s a l e .  These c h a r g e s  a r e  l e g i t i m a t e  b u t  s h o u l d  n o t  b e  used  

i n  f i g u r i n g  t a x a b l e  v a l u e .  

I s p e n t  2 1  y e a r s  o f  my l i f e  s e l l i n g  farm equipment  and used b o t h  books 

and my knowledge of t h e  b u s i n e s s  t o  d e t e r n i n e  v a l u e s  o f  equipment .  

The DeparCaen t  of  Revenue i s  u s i n g  t h e  resale o r  r e t a i l  figure a s  marke t  

v a l u e .  T h i s  i s  wrong! H. B. 70 d id  n o t  c a u s e  t h i s  a s  t h i s  i s  t h e  f i g u r e  

t h e y  have been u s i n g  s i n c e  " I  d o n ' t  know when." H. B. 7Cl j u s t  made i t  

e a s y  t o  see. 

T h i s  i s  something I t h i n k  w e  must  change i n  t h e  n e x t  . s e s s i o n  o f  

L e g i s l a t u r e  by g e t t i n g  t h e  n i t t y  g r i t t y  o f  a c t u a l  f i g u r e s  

t h a t  t h e  Dept .  must  use .  
'I 

D Followi.ng i s  a l i s t  of  examples of more r e a s o n s  why r e s a l e  o r  
- 
retail- f i g u r e s  a r e  n o t  marke t  v a l u e s  o f  your  c a r s ,  t r u c k s ,  o r  equipment .  



of e n s  ip - . e n t .  The nc ; r c~ r , t , r -  : , e s  s..-i t n e  r i..;k t ?re t3i. :'r.cr.=?.se 

3f resale value over a s - i s  v ~ l u e  o; t h e  - i d d l e  value. 

I;!dS. stands for Lsed i i n o l e s ? i e .  

It is tc.? averase  v rho ie sa l e  value cjf c l ~ a n  Gsed i j n i t s  re.tdjr 

f ~ ) r  resale. 

UR. stznds for Used B e t a i l .  

E e l 1  10' Camper 

k e < - r  bLr 5 UR ?ercer.t?i:;e 
increase 

1775 $1420 8198 3 393 

Security Canper 

1976 $1150 $1720 3 9 s  

1975 w "040 s ib10  49,i; 

1974 $720 $1150 595 



';J?r?neba~o Noto r  home 

Year  UW S 

1976 $7760 

1975 $6090 

1974 $4900 

1973 $4790 

1972 ;34440 

19 7 1 $4070 

1970 $3930 

1969 $3470 . 

Eel1 Travel T ~ a i l e r  

1974 $3100 

1975 $2840 

1974 $2 $0 

1973 $1950 

1972 $1550 

1971 $138 0 

1970 $1470 

1969 4~150 

1968 $910 

19 67 $790 

1966 $670 

Fercen t:>qe 
i cc r ea  sc 
3;r1 



Averaee t r ade - in - - - - - -La te s t  averaee :.i:lolesale values b a s e d  on agction - + 

r e p c r t  and P c z l z r  !vnoles?le r n ~ ' 3 r t s  t h ro i ;~ :10u t  

t e r r i t o r y .  

A v e r a ~ e  retail--------lr-test average r e t a i l  vaiuea based on a c t u a l  szles 

r epo r t s  from N e w  and U ~ e d  Car Dealers t ' n r o u ~ ' n o u t  

t e r r i t o r y .  

Ford Gran T o r i n o  

1476 

Ave Loan Ave . Tr7a3e in 

$3025 $3325 

$2253 $2 500 

$1875 82075 

$1375 'it' $1525 

$1050 $1150 

$ 025 9 575 

kve. R e t a i l  $ 

$4050 22$ 

$3100 24% 

$2550 28$ 

'$2075 35% 

$1550 44% 

Chev. j/4 T. Fick-UP 

197% $3525 $3900 $4675 205 

1975 $3225 $3575 i4325 20$ 

1974 $2703 $2975 $3700 24% 

1973 $2025 $2225 $2875 29% 

1972 $1550 $1700 $2275 34% 

197 1 $1175 $1300 #I850 42 % 

1970 $1000 $1100 $1650 50$ 

Eere  iG a c l e a r  c u t  e x z ~ ~ l e  o f  how the oerst-jn w i t h  a n  o l d e r  
c a r  i s  b e i ~ g  taxed a t  a h i g h e r  r 2 t e  than  t h e  ne r son  tha t  can afford 
to drive a new c a r .  

T h i s  i s  180 d e g r e e s  t o  my t z i n k i n g .  



5ara T r a c t o r s  and Ecuip .  

Average a s  i s  v a l u c s  are : ? n p l i c a b l ~  zo -3c!?ines i n  sver%qc;e con5 i t lo f i .  

h v e r a c e  retail v a l u e s  s r e  t h e  ?ver:?&e ~ r ~ c e s  recieqV-ee by d e a l e r s  

a f t e r  an a v e r a s e  axt. o t - ~ e c a n d t t i o n l n g  a n d  2 20% rn - rk  up. 

L x a m l e .  R e s a l e  crice ,900.00 
-Recond t lon ing  $ 55.00 

CI-lics.00 - 20% Xarkup 
= Average as i s  

p r i c e  
A l l i s  Chalrners 
190  x t  
Y eer  average a s  i s  Ave i ie ta ' I1  

John Deere 
55 combine 

P e r c e n t a g e  
increase 



Snowm~biles 

Lorc k o o k  Is f o r  u n i t s  i n  bad s h ~ p e .  

High Eook is  f o r  good clean u n i t s  .nLnus c 2 s 2  of ? e - n i r s .  

Code  rice is t h e  r e s a l e  ~ r l c e  t r i t h  t h e  r a r k u c  -25sd .  

E o a t s  and  i~!o torc j ic les  have sir i l?r d e i ' i n i t i o c s .  

The  r e p r i r  i s  t o  be d e d u c t e d  from the h i q h  nnd 13:~ 5ook n r i ces .  

Ski Do0 

Year 

1974 

1973 

1972 

1971 

1970 

1959 

19158 

Motorcycles 

Honda 350 

Low 

$596 

$495 

;>437 

$334 

$250 

$195 

#I79 

Hieh Code 

$690 $862 

$585 $73 1 

$517 $646 

$5 97 84-96 

8313 $391 

$253 $310 

$238 $2 97 



Lrtrson 15 f t .  -- -- 

Yesr  Low Hieh P 
I ,ode !d ?? 

1975 $3014 #35@ $463 0 30% 

197 4 $2917 #3501 $4551 30% 

1973 $2454 $3000 $3990 3 0% 

1972 $1907 $2373 $3084 30% 

1971 $1983 $2365 $3075 30% 

1970 #I878 $2386 $3101 305 

Airplanes Th1s was t z k e n  from a 1972 book a n d  t h e r e  i s  n o  explanetion 
o f  va lues  

Cessn?- 3iQ 

Ave. Wholesale 

A a54,50Q 

$45,250 

$40,000 

$35,250 

$31,000 

$28,500 

$27,000 

$23,560 

$20,500 

$18,530 

$16,500 
$1 r 
!?&~j ,520 

$14,590 

$13 ,QOr: 

bve.  R e t a i l  $ 

$63,590 16.5$ 

$55,000 19% 

847,500 18% 

$42,500 20% 

$37,500 21% 

435,090 23% 

$32,_500 20% 

$25,530 2176 

$25,303 22% 

$23,900 24% 

$20,539 24% 

@g,~ l?o  26$ 

918,090 2 q  

$ r ~ , y m  27% 



These  f i h u r e s  s n a  co r inn r i sons  were 211 t a k e n  frax i n d u s t r y  

books .  Sone of  t h e  books were n o t  of c u r r e n t  isslie b u t  cke C O K -  

p s r i s c n s  would be t h e  saqe.  

I t h i n k  i t  e x c l a l n s  v e r y  v e i l  t h a t  t h e  Resal?  o r  Rets  tl v z l u e  

Is :at t h e  t r u e  v s l u e  3f your  v e h i c l  e or ~ i o c e  of equipment when 

you t u r n  t h e  i g n i t i o n  key t o  o f f  and n a r k  i t  f o r  t h e  n i c h t .  

I t h i n k  i t  also e x p l a i n s  why we h ~ v e  a l l  t h e  d i f f e r e n t  rates 

of  t a x a t i o n  i n  t h e s e  c l a s s e s  from 11;s t o  15%. 

Thank you gentlenzn f o r  l i s t e n i n g  t o  ny r e ~ s e a r c h  and t h i n ~ i n g .  

Sena tor  Elmer, D. Severson 
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U N I F O R h I  FEE 3CI!Z2t!LE -- 
Autornobl les  and  L i g h t  T r u c k s  
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3 0 0 0  Lbs .  and  Under Over 3G00 Lbs. - 
@ 

L e s s  than 2 Years $ 1 2 5  $ 1 5 5  
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Less t h a n  2 Years 

UN1FOP.M FEE SCilEDULF -- ---- 
A u t o m o b i l e s  and Light T r u c k s  

3000  L b s .  and Under Over 3 9 0 0  Lbs. 

$ 1.25 $ 155 



L e s s  than 2 Years 
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Uf.JIFORI1 F E E  SCi iEDUiE -----.- 
Automobiles and L i g h t  Trucks 

3 0 0 0  L b s .  and Under 

$ 1 2 5  

O v e r  3 0 0 0  Lbs.  - 

$ 155 

140 

115 

8 5 

65 



F- imaxa t ion  ........................................................................................................................................................ We, your committee on 

having had under consideration .......................................................................................................... Bi l l  No. 2.35. ........ 

E ~ ; c l a t ~  
Respectfcily report as iollcws: That ............................................................................................................ 235 eili PJC ............. F ..... 

fntroc-2uccs.i S i l l ,  be &2~n&d as foli-j?:~~: 

1. P q c  2 ,  lPsc 13. 
Pollowing: " raf scd; " - 
S kri%e : " and" - 
2. P q e  2 ,  1-in% 14. 
Following : " rcquired 
Inser t :  " ; m4d 

( 9 )  32"6e spccf f%z dl1 levy limitztian to be exceededn 

3.  Page 2 ,  13.~12 17. 
FoilowLzg: Pot0 
S t r i k e :  'aw 
In se r t :  *the next* 

4. P E ~  2 ,  l i n e  3.8, 
Y ~ i i ~ \ + h ~ ~  : z~%T&Y 
Insert: *priizary or general" 

H F ~ l P ~ : b h 9  : electis>" 
1P K S t r i k e :  oz a s ~ s c i a l  cloctioz cni1c6 f o r  e ia t  p+=poz? by the 

g.vjeminrj L;p:-iy' 
I 
i 

- 
Inser t :  "oa fit;lcr odd nu;;jcrad or evcn ~ ~ ~ ~ J n - c r c d  y2zi-s. T'E 

9-as t ion  my 23t i'e s-&.~ittc-d rare s ~ a n  j.2 t::;i c ~ ~ E ~ ~ ~ ~  
.............................. ye??*  .................................................................... 

S T % T E  PUB. CO.  ( - '~ -y j~ -?~"~~?ZJ3 Chz!rn?m.  
krircia. Mont. 



C I1 5 .  P a p  2,  91n3 L ~ : ,  
~ 0 2 1 ~ z r ' ~ ~ -  : " L -- i r  - 50?.73$,cLh$f~~ --- .---- 
Xn.,sz,rttr " f o r  a period ~CUD exc~:ztt 2 YCZZQ~ 

6. P a g c  3 ,  Id.css 7 kS~xc.u~ih 11, 
: * g-!-va" 

S~r lks ,c :  F ~ ~ P A ~ Z S ~ C H  OE l i n e  7 thr-G?:; 12 
I n ~ z f i :  "in i=j:c m?;ncz pxescrZ?a3 by leu for raaticf3g of e l ~ c ~ ~ z s l  

S T A T E  PUB. CO. 
Hqlena, Mon:. 

...................................................................................................... 
Chairman. 

I 



 axa at ion ........................................................................................................................................................ We, your committee on 

;50us8 532 
having had under consideration .................................................................................................................. Bi l l  NO. ................. 

7- s o ~ s c  zill - P . ~ r x c t t  (Y.z?le;r) 

V ~ A -  C h 3  
1035 2 ...... ...... ............................................................................................................ Respectfully report as follows: That Bill PJo z'.:?: 

STATE FL'D. CO. 
Hr ier !a ,  hlont. 

./-.--- ..... -' 'Y..," . .., :.... . "' Y' :-':..,....,. i' ..*.>?.................... " .................................... 
-.,. .".! &a. A'L:<:S:L~.:.L - Chairman. 



4 6 t h  LEGISLATIVE SESSION - 1973 

DCVER (Vice C h a i r m \ m )  --- 

Each  Day A t t a c h  to M i n u - t e s .  




