MINUTES OF THE MEETING
TAXATION CCMMITTEE
MONTANA STATE SENATE

March 8, 1979

The forty-fourth meeting of the committee was held on the above
date in Room 415 of the State Capitol Buiiding with Chairman Turnage
presiding.

ROLL CALL: Roll call found all of the members present. Witnes-
ses giving testimony are listed on attached Register.

Chairman Turnage opened the meeting by reminding the committee of
some of the bills that have been heard and still remain in committee.
He referred to a bill being introduced in the House-. He said there
are three major utilities that have applied for tax credit under 15-
32-107. The utilities could make loans to customers for conservation
purposes, then the companies could get tax credits for those loans.
He said a number of these companies now had applications in for those
tax credits and he felt the committee should look at this law. Thare
followed discussion and the Chairman pointed out the incentive, and
motive in the bill, was to get people to insulate their homes, how-
ever it was brought out that companies are now coming in for the en-
tire tax credit.

Next bill to be brought up for discussion was SB413 which was a
tax exemption for grain stored on the farm. There was some discus-
sion of the exemption and the point was made that businessmen are
taxed on their inventories and they felt the grain was the far-
mer's inventory, therefore they felt he too should pay taxes on it,
as well.

Senator Brown Moved SB413 Do Not Pass. Motion carried. Note
that "No" votes were cast by Senators Manning, Severson, Watt.

The committee then discussed EB85 which would call for a study
of tax situation in the 'state by the Revenue Oversight Committee.
Several of the committee members stated they did not wish to see
such a committee constantly checking on the Department of Revenue,
however they agreed that the entire tax situation in the state need-
ed review.

Senator MacCallum Moved HB85 Be Concurred In. Motion carried.
Senatdr Manley cast a "No" vote.

The next bill brought up for the committee's consideration was
SB401l. They discussed the bill which would permit an individual to
sell scme of the product, wind-generated power as an example, 1f he
had developed such product with funds from a grant.

Senator Manley Moved SB40l Do Pass. The motion carried.

The committee then went to SB389 and discussed amendments to
the bill. They agreed to delete subsection (c) of section 2 and
section 3 in entirety. Senator Towe Moved to Adopt Amendments,
and title, to conform. Motion carried. He also moved tc amend by

adopting new language on page 2 following 11.
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adopting new language on page 2, following line 11, see copy of
comnittee report for accepted amendments.

Senator Towe then Moved SB389 Do Pass As Amended. The motion
carried.

They then took up HB318 and after brief discussion on the bill,
agreed to move 1t out.

Senator Watt Moved HBR318 Be Concurred In. Motion carried.

They discussed HB457 as well and proposed several amendments,
to include school districts in the bill which calls for the Depart-
ment of Revenue to give cities and towns a breakdown of the tax
dollars. Senator Towe Moved to Amend HB457. Motion carried.

Senator Watt Moved HB 457 As Amended, Be Concurred In. Motion
carried. Note for record, "No" votes by Senators Manley, Roskie,
Goodover and Turnage.

Next up for discussion was Senate Bill 521. Amendments prof-
fered were discussed and agreed upon. Senator Towe Moved to Adopt
Amendments to SB521. Motion Carried.

Senator Manley then Moved SBS521 Do Pass As Amended. Motion was
carried.

Following disposition of this bill, conducted before 8 o'clock,
the committee prepared to hear the bills for the day.

CONSIDERATION OF HOUSE BILL 619: Representative Xemmis intro-
duced this bill which would allow gifts or devises made to an estate
by a named person. He said in estate planning it is a practice in
order to qualify for federal marital deductions to establish what
are called powers of appointment. The problem in Montana, because
of a Supreme Court decision, is that it is unclear whether you can
defise property to an estate. He next introduced Professor Russoff
of the University Law School, who also spoke to the commitiee in re-
gard to estate planning. He said sometimes he came across a statute
that might produce some bad results for Montana taxpayers and he felt
this statute would give them benefit. He said the basic idea is that
people trying to minimize federal estate liability try to take advan-
tage of the marital tax deduction. Mr. Norris gave some supporting
testimony as well, saying in 1976 the federal government changed the
law on marital deductions, allowing an increase and he said this is
the single item that saves most taxes for an individual.

The Chairman called for other proponents or opponents, and there
being none, permitted questions of the committee. Mr. Stoll, repre-
senting the Department of Revenue, stated they had no problems with
the bill, and further that there had been challenges regarding re-
garding the devise. The Chairman said if the committee felt they
wished to move the bill they should consider an immediate effective
date. This amendment was adopted by the committee. Senator Towe
Moved to Adopt Amendments, see copy of committee report, attached.

Senator Norman Moved HB619 As Amended Be Concurred In. Motiocn
was carried.
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CONSIDERATICN OF BOUSE BILL 88Z: Representative Kemmis intro-
duced this bill also and said the bill amends Montana law relating ‘

to the Homestead Exemption Act. He said the law is a device to pro-
tect an individual's home against creditors. He said the law does
not clearly define at present and also he felt the exemption should
be increased. This was done by the House Tax Committee, raising it
from $36,000 to $50,000. Another proponent was Kathleen Ellis who
distributed written testimony, see Exh. #2, attached. She said many
older pecple cannot affort to go to an attorney &and she felt the bill
looks after their interests. Senator Towe made the statement that
the $50,000 figure appeared to be excessive because that would be
about $95,000 value at the present 56% market value.

Following additional discussion, hearing on HB882 was closed.

CONSIDERATIOHN OF HOUSE BILL 373: Representative Roth presented {
this bill which would permit Department of Natural Resources to is-
sue loans to farmers and ranchers for constuction or operation of
water works systems. She said 2 1/2% Coal Serverance Tax would *
be used for renewable resources for Montana and she felt that loans
for water systems would be a worthwhile project for the state. She
wanted such assistance to be on the loan basis, not grants and felt 4
the money would serve a useful purpose. Mr. McIntyre of the Depart-
ment said the bill would not meet a constitutional challenge in its
present form. It had been amended by the House and would have to be
re—-amended. He went through the bkill to point out the changes that {
had been made in the House and made suggestions for the amendments.

Among the proponents of the bill were Mr. McGowan and Mr. Jack- ‘l
son. Mr. Teigen also spoke in support cf the legislation.

Vice Chairman Goodover asked for other proponents and there were y
none. Mr. Cadby spoke then as an opponent and representing the Mon- 1
tana Banking Association. He said they had some problems with the
bill, as an example that the measure did not define water systems. J
Further, he felt that an individual in Helena would not be acquain-
ted with the prospective borrow to judge his character, credibility,
credit rating, and similar requirements. He also said they had prob-
lems with the state making any direct loans. He felt that FHA per-
haps could meet the needs of any farmer or rancher for such loans,
and said he believed it was public versus private enterprise.

On conclusion of his testimony, Vice Chairman Goodover asked
for further testimony and there being none, permitted questions from
the committee. {

Senator Towe asked if it was the intent that the state continue
with the bonding program. Senator Manley asked if such a program were
set up, who then would engineer it. Representative Roth said the Mon- *
tana banking community had at one time indicated (69% of those ques-
tioned) they would cooperate with the program. Following her clos-
ing statements the hearing on HB373 was closed.

Chairman Turnage asked the committee to again consider the sche-
dules for SB184 and Mr. Burr of the Depacrtment of Revenue illustrated
another schedule for the committee to consider, starting vehicles at
$100 for over 3,000# and $80 under 3,000¢. This schedule would, how-
ever, result in a loss of revenue of total §$6.6 million. On the high g
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end of the schedule, starting at $130 over 3,000%, the loss would be
approximately $3 million.

Senator Moved tc Adopt Amendments to SB184, the Fee Schedule
which started at $100, stopped at $10 and retain 1 1/2% new car
sales tax. A roll call vote was taken which received 6-5 wvote.

The committee then discussed the bill further and agreed to look
at another fee schedule to be brought in by Department of Revenue.

Following, meeting adjourned.
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