MINUTES OF THE HOUSE TAXATION COMMITTEE MEETING
January 16, 1981

Chairman Rep. Ken Nordtvedt called the meeting of the Taxation
Committee to order at 8:00 a.m. on January 16, 1981 in Room 102
of the State Capitol. The roll was called and all members were
present except Rep. Roth, who was excused. HOUSE BILLS 155 and
219 and HOUSE JOINT RESOLUTIONS 5 and 7 were heard and EXECUTIVE
ACTION WAS TAKEN on HOUSE BILL 219 and HJR 5.

HJR 5, sponsored by Rep. Fabrega, was heard. He stated that
several tax cases under appeal or in litigation are the result of
the recent reevaluation of tax rates. Commercial property owners
claim that commercial property is getting a 34% higher valuation
. than residential property; the matter is under litigation and
this Resolution is an attempt to find a solution to the problem.

Sen. Bill Norman then testified in favor of the Resolution,
stating that there has been trouble with property tax appraisal
for a long time.

Dave Goss, Billings Chamber of Commerce, expressed their support
of HJR 5. 450-500 pieces of commercial property in Billings now
pay their taxes under protest. Jack Gribble, Administrator of
the Property Tax Division for the Department of Revenue, said
that the Director of the Department has a plan to address the
situation and the assistance of the Committee would be welcomed.

Rep. Harrison Fagg then testified in support of the Resolution.
He said that Billings voted for a tax increment district in the
downtown area, but since the taxes are frozen, having been paid
under protest, many problems have been created.

Helen Peterson, Chairman of the State Tax Appeal Board, then spoke.
She expressed concern over the financial problems Counties would
have if the problem wasn't resolved.

There were no OPPONENTS to HJR 5. Questions were then asked.

Rep. Fabreda expressed the desire that an adjustment can be

passed on to the valuations and then all the cases that are under ™
protest will probably be resolved. 1If a solution is not forth-
coming, the problem could go back and forth through the courts

for years. He added that if the Resolution passed, the Committee
would be formed and would start meeting immediately so as to

offer a solution by the 50th Legislative day. The hearing was

then closed.

Vice Chairman Rep. Sivertsen then took the meeting over so that
Chairman Nordtvedt could testify on HB's 155 and 219 and HJR 7
all of which he sponsored.
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HB 155 was the first of Rep. Nordtvedt's bills to be heard. He
e¥plained that it readjusts three of the sources of funding that

go into the State Equalization Program. It reduces from 40 mills
to 30 mills the amount of statewide property tax revenue going
into the Equalization Program, and increases from 25% to 32%

the Income and Corporate Licenses taxes that go in; see Exhibit
"A." He suggested that P. 2, line 7 be amended from "Sixty"

to "Sixty-eight" and on line 14, "40" should be "32," and on

page 11, ljines 13 and 15, "40" should be"32." The bill calls

for reducing from 11% to 8% the part of the corporate income
taxes that goes into the Long Range Sinking Fund. A paper
summarizing the fiscal impact of these changes was distributed.
It has been said that the Coal Trust earnings and income taxes
are growing faster than the taxable value of the property of

the state. In the future, the impact in the School Equalization
fund will be more positive. Rep. Nordtvedt submitted that HB

155 could be amended to accomplish many purposes during the rest
of the Legislative session. Many groups would like the earnings
from the Coal Trust Fund, which are appropriable by the Legislature,
to be earmarked. If the Legislature chooses to go this route,
they should be earmarked in such a way so as to serve the entire
state. 1In addition, reducing- the State property tax from 40 mills
down to 30 mills would be one of the best ways to provide tax
relief.

Janelle Dunham, representing the Montana Chamber of. Commerce, was
unable to attend the hearing but left word that the Chamber was
in favor of HB 155.

Charles Yarger, for the Northern Plains Resource Council, then
rose in OPPOSITION to HB 155; see written testimony Exhibit "B."

Rep. Nortdtvedt then closed, stating that he understood the con-
cerns of the opponents. However, we have a Local Impact Fund
from the Severance tax and it has been more than adequate to
cover all the impacts the Coal Board has deemed fit to support.
Putting the earnings into the Long Range Building Fund is a long-
term solution, in his mind. Rep. Nordtvedt added that he felt

one of the weakest points, as far as helping or hindering keeping
the Severance tax, was that the tax was being collected and not
being used.

Questions followed. It was brought out that the principal in the
Trust Fund wasn't being touched; just the interest. About as much as
is being earned in interest is being lost to inflation in the Coal
Trust Fund by means of a reduced purchasing power of the principal.

Rep. Bertelsen wanted to know if HB 155 had any bearing on the
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final action of the Equalization Program going through the Legis-
lature. Rep. Nordtvedt responded that the Equalization Program
was funded automatically. In order for money to be made available
to the School Districts, then this action should be taken in time
to be incorporated into the  action on that whole program.

In response to a question from Rep. Williams, Rep. Nordtvedt said
that probably most of the School Districts were using the entire
40-mill levy amount. Rep.Asay expressed concern that more money

in the Long Range Building fund might generate requests for un-
necessary items. Rep. Nordtvedt replied that if the money isn't
appropriated from the Long Range Fund, then the excess would go to
the General Fund. '

Rep. Dozier expressed concern that using this Coal Tax money might
give the coal companies an inordinate amount of control over the
school program. Rep. Nordtvedt replied that he didn't see where

they would have much motive or effect on the total funding of schools;
the interest earnings are there to be appropriated anyway. Rep. Dozier
said he didn't care to have revenue in funds that the Legislature
didn't have control over.

Rep. Williams solicited Rep. Nordtvedt's opinion on transferring some
of the funds to the Highway Fund. He replied that road huilding is
definitely a capital expense of the State, but user taxes make more
sense. However, he added that he could see the logic of this as an
alternative.

Several Committee members expressed agreement with the Long Range
Building Program S;pklng Fund provision in the bill. .

Rep. Harp pointed out that 60% of the Property tax is now used for
education and putting money into the Foundation Progran would definite-
ly help lend itself to tax relief.

Rep. Nordtvedt admitted that passage of the fee bills would affect
the amount of-money that went into.the Foundation Program, and thus
the action taken on the other bills would have to be wedded to the
action on HB 155. Rep. Asay pointed out that part of the money gen-
erated from a fee system would be scheduled to make up the loss of
revenue to the school districts. He.also said that each county's base
levy would be being talked about if the 10 mills would come off the
mandatory 40 mills. He was told that revenue wouldn't be lost to
the school systems; it flows into the Office of Public Education and
and actually more money would be put into Equalization than is being
taken out, under HB 155.

Rep. Sivertsen expressed concern that going this route might put the
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State's case on the Severance tax into jeopardy. He also expressed
concern that the Legislature and the people directly impacted by
coal development had questions remaining concerning the future- im-
pact of coal development. Margaret MacDonald from the Northern
Plains Resource Council responded that one of the major criticisms
of the severance tax is that it is a "gravy train" for the people
of Montana and not tied enough into the needs of the resource.
Wide-based tax relief using the coal tax might jeopardize the
severance tax. Rep. Sivertsen stressed that the impact was felt
over the entire state, and in his opinion, laying all of the Coal
Fund money aside is not as good a course of action as making use
of the money.

The hearing on HB 155 was then closed. HOUSE JOINT RESOLUTION 7

was then heard. The sponsor, Rep. Ken Nordtvedt, stated that the
Resolution urges Congress and the President to (1) index the federal
income tax system for inflation and (2) cease to use inflation to
raise effective tax rates by hidden mechanisms. He added that
several days earlier, Gov. Schwinden had stated that he was urging
the Congress to support indexing, also, and passage of HJR 7 would
be a good show of bipartianship.

There were no other PROPONENTS to HJR 7. There were no OPPONENTS.

Rep. Nordtvedt closed, and questions followed. Rep. Nordtvedt

pointed out that HJR 7 wouldn't be giving the Federal Government any
guidelines on how to spend their money; however, indexing might

limit federal funding coming to the State. If everything was cut

back propertionally, Montana might have to share the impact of sllghtly
less ‘federal spending, but the economy will benefit more than it w1ll
suffer from action like this. )

Rep. Underdal expressed the worry that if federal income taxes were
cut out then the cities might not be able to meet their budgets. RepD.
Nordtvedt responded by pointing out that (1) the Federal budget isn't
"balanced; and (2) it is absorbing more of the Gross National Product
every vear. Income tax collections will not be reduced; growth will
just be reduced. Indexing would help keep the Federal government
from spending any more. At present, the Federal Government has a tax
mechanism to increase their take every year. The hearing was then
closed.

HOUSE BILL 219 was then heard. Rep. Nordtvedt, the sponsor of this

bill also, explained that the trigger mechanism had set the minimum
filing on state income taxes at $1,250, but when the original bill
went through the fact was overlooked that, if a personal exemption is
raised, then the income necessary to file a return needs to be amended,
also. Prompt passage of this bill would help avoid making someone file
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who was under the exemption amount in 1980.

There were no further PROPONENTS to HB 219. There were no OPPONENTS. |
Rep. Nordtvedt closed and questions were asked by the Committee members.
Rep. Neuman entertained the possibility of setting the limits at .
$1,500 and $3,000. It was pointed out that $1,250 is the one-time
exemption for 1980 that came into existance because of the trigger
mechanism. This bill deals solely with tax year 1980. The hearing

was then closed.

Control of the meeting was given back to Rep. Nordtvedt. The Committee
went into EXECUTIVE SESSION.

Rep. Vinger moved that HB 219 DO PASS. The motion was seconded.

It was then brought up that a minor technical amendment was needed.
The amendment was moved and the motion that HB 219 DO PASS AS AMENDED
carried unanimously.

Rep. Williams then moved that HJR 5 DO PASS. The motion carried
unanimously.

Rep. Vinger announced that he had received a copy of the bill Sen.
Melcher was helping to sponsor on the Windfall Profit Tax. He

asked permission to invite some people to a future Committee meeting
to explain the bill. Chairman Nordtvedt agreed to schedule a presenta-
tion for the following week.

The meeting was adjourned at 9:30 a.m.

S

I

Rep. Xen Nordtvedt,rcﬁairman
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NORTHERN PLAINS RESOURCE COUNCIL

Main Office Field Otfice
419 Stapleton Bldg : PO.Box 886
Billings, Mt. 59101 . : Glendive, Mt. 59330
(406) 248-1154 : (406) 365-2525

BEFORE THE HOUSE TAXATION COMMITTEE
TESTIMONY OF CHARLES YARGER, FOR THE NORTHERN PLAINS RESOURCE COUNCIL

January 16, 1981
ON HB 155

I am testifying today in opposition to House Bill 155. Many Northern
Plains Resource Council members are landowners and citizens residing in
the coal areas of Montana and, consequently, the Council has maintained a
longstanding interest in the creation and disposition of the 30% Cozl
Severance Tax.

It has long been an objective of the Council to support the integrity
of the tax and advocate its disposal in a manner which first and foremost
meets the needs of impacted communities now and even moreso when the coal
runs out. Beyond that, the tax must preserve for future generatfons a
share of the wealth reaped ig the one-time harvest of coal; it must cover
the cost of administering the coal laws; and it should provide for the lonc-
term stability of Montana's economy through the promotion of renewazl_e,
clean business and industry, to carry us beyond the bust cycle inherent
to the coal industry. o

NPRC opposes a distribution of the tax, and its income, that szslls
generalized tax relief to fund the bas;c, ongoing functions of government.
We must not allow this state to become addicted to the coal tax. HE 133
represents a step in the direction of coai tax addiction.

Moreover, at a time when the integrity of and necessity for ths =zax
are under full-scale attack in Congress and the U.S. Supreme Court, ws=

can ill afford to commence issuing property tax relief through the wshicle

of the coal tax. Nothing could more effectively undercut our defense of



the tax.

The 47th Legislature will be faced with a smorgasbord of proposals to
dispose of coal tax trust fund income. I would urge you to treat this issue
withvgreat care and caution, recognizing that your decisions this year will

mean more to . = Montana twenty years from now than they will during the

next biennium.
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Whereas, local sovernrents in Montana are exneriencing
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increasins cd&ts beyond the control of local ~overmn-ent
exerts dan~erous and inecuitable nrezsure oz tne ~roverty
taxz base, varticularly homeowners, srall businesses and
farrs anc¢ rznchesy and

‘hereas, there is no wractical mefthod current.y avu-laole
to local zcocvernment to solve this combinaticn of  ~roblems.
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Sincerely,

The Froid Town Journcll
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AMENDMENT TO
HOUSE BILL #
219

Page 4, lines 2 and 3.
Following: "approval” on line 2
Strike: line 2 through "1980" on line 3
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STANDING COMMITTEE REPORT

N Varoh 37, o 19..%1
EPEAKER:
. TAXATION
VU8, YOUD COMIMITIBE OM ..iiiiciiiiiiiiiieeiieereeeeeeeeeere e eiee s s e e s s e et eseseeaseesesaeseeessssesasanrannresesaeasaaessteesestessaaseesstnnesrenessnssssnnsssssersenaaes
) ) Honge 1%S
having had UNder CONSIAEIATION i e et ber s es s e beaessesesesssnnsnsessesanssssesnnsnnns Bitl No....ooooveeneee .

A BILL FOR AN ACT EKTITLED: “A¥ ACT TO CHANGE TER FUNDIEG ALLOCATIONS
OF THE SCEOOL EQUALIZATICE PROGRAM AXD TREE LOBG-RANGE BUILDING PROGRAN
SIHKIEG FUHD EY EQUALLY DIVIDIEG THE INTEREST AHD INCOHE FRO® THE COAL
SEVERARHCE TAX BETHIEN TUEM: BY ALTERIEG CCETRIBUTIONS OF INCOKE ARD
CORPORATE TAX; AED BY LOWERIXG THE PROPRRTY TAY MILL LEVY POR SCEOOL
DISTRICT CONTRIEBUTIONE TO THE SCHOOL EQUALIZATIOHN PROGRAM: AMERBING
SFCTIONS 15-1-501, 15-235-108, 17-5-408, 20-9-331, 20-9-333, AWD
20-2~-343, HCA." '

Respectfully report as fOlOWS: That ... it ecssssmrerse e s snsssenesssnes !i ou" ............... Bill NolsSA ......

introdeced (white), be amended z8 follows: 3
1. %itle, lines 5 through 8.

¥Yollowing: "PROGRAM® on line S

Strike: 1line 5 through “THEM;" on line §

2. %itle, lipe 5.

Pollowing: °BY®

Strike: T“LOWERINGT

Inscrt: “ELIMIMNATING®
Pollowing: *L .

Issert: "0 CIRTAIN VEHICLES®

3. Page 2, lirve 7.
Pollowing: “Beventy-~five”
Strike: “Sixty”

Insert: YSeventy-one”

{(Pauge 1 of 3 pages)

STATE PUB. CO.
Helena, Mont.



HQUSE OF RRPRISTUTATIVIE -2~ DTS oot P OO P 19 Lk
COMIITTEE QN TAMATION AMINDIILIS U0 EOUSE BILL 155:

4. Yage 2, lins 14.
Following: “Zse”
strike: "~45%"
Insext: - *29°

5. Pace 2, line 24 through line 8 on page 7.
Strike: sacticrns 2 and 3 in thoelr entirety
Renuvrdler: sulgsecuont secticns

é. FPage 7, lize 14. .
Following: ™25 e
Strike: "1g” e
Insert: "25*

7. Pege 7, line 15.

ollowing: “county”

Insert: ¥, avcluding vehicles and licht trucks with a CVW capracity of
3/4 ton or lgss,”

£&. Page 8, line 2,
Pcllowing: ~25°
Strike: °18"
Incert: "25°

9., Pgge 9, line 17.
Following: "i5*
Strike: ~l1z°
Insert: “15°

16. Page 9, line 18.

Following: “*county”

Insert: *, exciuding vehicles and light trucks with a GV¥ capacity of
3/4 ton or less.,®

21, Page 19, line €.
Following: *35*
Strike: ®=12°

Incert: “15"

12. Page 11, line 13,

Following: “253%*
trike: “40%°"

Insert: "29%*

13. Page 11, line 15.
Following: T"25%°
strike: “493%*

Inzert: Y29%*

(Page 2 of 3 paces)

STATE PUB. CO. Chairman.

Heiena, Mont,
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HOUCE OF REPRUSLATATIVLS -3~ Meres 17, .
Coam LTl G TAYATION AMIHED ZITE TO A2UST BILYL 15%5:
14, FPegc 12, lineg 4 through €.
Sirike: subscotion (g) in its entirety
Reletter: subseguent subsection
AID OAS AMINDID .
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Kep. Ken Kordtvedt, Chairman.

STATE PUB. CO.
Helena, Mont.



STANDING COMMITTEE REPORT

..................... January- 1€ 1833
MR. . SPEARER s
: TAXREION .
LRV U Lo e L 118 8 CT- I o o O PO SRR
having had under consideration *F:JS:'« ......... Bill No219 ........

2 EBEILY, TOR AW MCT ESTITIED: AN ACT 70 CIARNIFY AXD FEVIST THE AMOOT A
DOIVIEL TRXPAYER MUST BARN BUPORE PILTNG AY DINOOME TAX RESURN; LINITING
TS APPLICATICT TO TAYARLE YEARS BESYLTIINT IM 1SRY:; AMTIDSS SCoTION
15-30-142, HCA; AD FROVIDLG AN INERINTE IFFEoTIVE VTR AD A TERDDRTION
TN

Respectfully report as follows: That BIsE Bill No 212

...............................................................................................................................

introduced {vhite), be anended as follows:
1. Page &, lines 2 and 3.

Pcllowing: “approval”™ on line 2
Strike: line 2 throuagh “1980" or line 3

AS S50 AMEMDED

STATE PUB. CO.
Helena, Mont.



srAnnﬁsLo‘fMMlmE REPORT

.............. Januvary 16, .. .19.81 .

MR. ... SPERARER:
We, your COMMITIEE ON .oivriiiiiece it T &IRTIOB .............................................................................
having had under consideration ..... KOUSEJOIMRBSOIJ}TIOH ............................................... XHXNo. ..... S,

A JOIET RESOLUTION OF THR SEHATE AED THE HOUSE OF REPRESENTATIVES OF

THE STATE OF ROKTANA ESTABLIBHING A SELECT COMMITTEE T0 REEOLVE

QUESTIONS RELATIKG YO THE VALUATION OF COMMERCIAL ARD RESIDENTIAL PROPERTY
POR TAXATIOH.

Respectfully report as follows: That......... KOUSE JOINT RESCLUTION . . . ... AXKNO.. 2,
~LRQ PASS
.......................................................................... Lo
STATE PUB. CO. . Rep. Xen lctdtv.dt. ; Chauﬁrr?an

Helena, Mont.



STANDING (OMMITTEE REPORT

........ JERnuRry 28, e 19010

MR. . SPERELR . oceerererinrrremernemniinnanns
We, YOUr COMMItIEE ON ..eeevreeeereeecerecnreeereresrressenereennnnn R B AT L DM e e
having had under consideration .......ccccceeeeeerrrerenecns e HOURSE JOIKT. BESQLUTION ... EX No.... 7.

A JOINT RESOLUTIOH COF THE SENATE AND TIE ECUSE OF REPRESEKTATIVES OF
TEE STATE OF MOHTAYA URGIHG THE COEGRESS AXND PRESIDENT OF THE UNITCD
STATES TO ERACT LEGIELATION THAT ANUNCALLY ADJUSTS PERSONAYL ITHCOKE TAX
LIABILITY FOR INFLATION AND TO IEACT ANY CHARGES IE FEDERAL TAX RAYTES
IX¥ R GEXERALLY COPEN AND DIRECT EARKER THAT DOES KOT EXPLOIT THE HIDDEN
TAXIKG HMODCHANISH OF INCREASING TAX BY IRCORPORATIRG IDFLATED INCOME.

Respectfully report as follows: That......cccevueeiererererreriseeenns BOUSE. . JOIRT. . RESOLITION.. .. XX No...2...........
DO PASS
BEPXEX
AT U8 co. Rep L KEH EoFAEVEAE, T Chairma‘n. .

Helena, Mont. : HI



