
MINUTES OF THE HOUSE TAXATION COM..1'v1ITTEE MEETI:-TG 
February 4, 1981 

A meeting of the House Taxation Committee was held on Wednesday, 
February 4, 1981 at 8:00 a.m. in Room 102 of the State Capitol. 
All members were present except Reps. Brand, Roth, and Underdal, 
who were excused. HOUSE BILLS 63, 455, 474, and 475 were heard 
and EXECUTIVE ACTION was taken on HOUSE BILLS 156, 237 and 371. 

The first bill to be heard was HOUSE BILL 475, sponsored by Rep. 
Gene Ernst. This bill readjusts the dates of the tax incentive 
for gasohol and repeals the Governor's power to withdraw the in­
centive. Cordell Johnson, representing Energy and Resource Manage­
ment, Billings, then rose as a PROPONENT. He distributed a paper 
entitled, "Facts About~1ontana Agriculture and the Alcohol Fuels 
Industry;" see Exhibit "A." This bill takes present law and ex­
tends the time limits on the tax cuts for gasohol. Also the bill 
would repeal the'authority of the Governor to suspend the tax 
break under certain conditions; this is important because gasohol 
plants will involve extensive expenditures of money and the in­
vestors aren't willing to provide funding if the Governor can 
"blow the whistle" on the tax incentive. He encourag~a DO PASS 
recommendation from the Committee on HB 475. 

Bruce Kania then spoke regarding both HB 338 and HB 475. He feels 
the two bills should be merged. If the Highway Department needs 
more money, it should get it, and it shouldn't be contingent on 
gasohol funding. Indications are that a compensatory tax provision 
would reduce the risk of other out-of-state producers importing their 
product into Montana and enjoying the tax difference. The Attorney 
General is being consulted in this matter. He expressed opposition 
to the Governor's ability to negate the tax break. The Legislature 
will help gasohol producers determine what price they will market 
their product for; he encouraged the Legislature to include the 
compensatory provision in this bill. 

Ken Hoffman, a chemical engineer working with Mr. Kania, then spoke 
in support of the bill. He believes that the incentive to start a 
plant is important and also pointed out that the tax break would be 
phased out after a period of time. Right now, we have a technically 
and economically sound approach in alcohol production. The financial 
community isn't going to be interested in producing unless it is a 
financially sound proposition and because of the newness of gasohol, 
there are several handicaps to be overcome. 

Jim Manion, Montana Auto Association, then spoke, neither as a 
PROPDrJENT nor as an OPPONENT. He believes gasohol is a viable al­
ternative; however, he has some concerns regarding the potential 
damage to the Highway ~rust Account under this bill. Because of these 
fears the Governor was originally given the prerogative to suspend the 
schedule, and he feels the reasoning behind the Governor's removing 
the tax break wouldn't be arbitrary. He sees the same jeopardy for 
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the Highway Account by extending the tax break. He encouraged the 
Committee to consider the other tax incentives which gasohol plants 
in the State have. 

Questions were then asked. Rep. Zabrocki wanted to know if the 
exemption would be on the ethanol or on gasohol or on the gasoline 
that is used to make the gasohol, and was told it is on the gasohol. 
Rep. Zabrocki expressed concern that people might put alcohol in 
their gas to take advantage of the tax break. Mr. Kania replied that 
a producer would charge 40 cents to $1 more per gallon on his product 
because this is the amount of the savings to the retailer on a gallon 
of ethanol. 

Mr. Manion, in response to Rep. Sivertsen, said that even though 
Interstate proj~cts in Montana might be abandoned, there were other 
roads in Montana that were totally funded by the State, and this 
was a good argument to protect the Highway Account. 

Rep. Williams asked Mr. Johnson for the amount of the difference in 
the retail price of gasohol with and without the tax reduction. He 
replied that the cost of the product would not go down because of the 
tax reduction, and he believed the difference would go to manufacturer 
profit. He added that the whole idea of seeking the incentive was 
so that the product could be made competitive with the price of gaso­
line. 

Rep. Williams wanted to know if Mr. Kania's business got any tax 
credits for being a new industry. He said that they got a few but 
they consider them tax credits on the wrong end of the operation. 
In addition none of the tax credits have anywhere near the impact that 
HB 475 has. 

Mr. Johnson stated that the statutory definition of gasohol specifies 
that it must be made from agricultural products from Montana, and he 
has a question concerning whether something could be treated as gaso­
hol in Montana if it didn't meet this definition. 

Mr. Kania stated that at present, gasohol is being marketed in two 
places in Montana, but it is from out-of-state ethanol. Rep. 
Williams wanted to know if at present the gasohol being blended in 
Montana was getting the tax break. ~1r. Oppedahl (Legislative Council 
Committee Staff) agreed to research this question. 

Rep. Harp wanted to know how many plants would be started in Montana 
without the present tax incentives. Mr. Kania replied that it would 
probably be only one: his; and he expressed doubt that the State 
would be able to support him. 

Rep. Williams expressed concern about the potential for abuse, when 
producing gasohol with Alternative Energy Grant money. An example 
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would be producing alcohol for other purposes than gasohol pro­
duction. Mr. Kania pointed out that he was not connected with 
the consumer beverage-grade production of alcohol. 

Rep. Dozier pointed out that the original legislation on this 
matter had included the provision giving the Governor his power 
so that the measure could gain passage. He wanted to know how 
this bill was going to affect the gasohol program. Mr. Kania 
replied that the production of gasohol had enough variables tied 
to it, and reiterated his opposition to the Governor's authority 
in this matter. He pointed out that the Highway Fund would in­
directly get more money from the ethanol industry, which would 
generate more consumption of gasohol. 

Mr. Manion stated that the tax break would hopefully encourage 
gasohol production and if production got to be a substantial thing, 
many people would be spending their money on gasohol and the State 
would lose revenue from the regular gas tax. This, coupled with 
people going to economy cars, will mean that less gas will be used. 

11r. Johnson said that the bottom line is that the reason the 
Governor's provision should be taken out of the law is because 
investment capital cannot be attracted with such a provision. As 
far as the Highway Department's funding, the Legislature could 
still control that in other ways. 

Rep. Harp pointed out that, in the early 70's at the time of the 
original gas shortage, gasohol production had been encouraged for 
the sake of energy conservation. He wondered what incentive the 
customer would have to purchase gasohol if the price of gasohol was 
the same as that of gas. Mr. Hoffman replied that he had talked to 
a filling station operator and was told that people appeared to be 
willing to pay up to 6 cents more in order to take advantage of the 
superior performance of gasohol because of its higher octane level. 
Rep. Hart said that he felt it would take a lot of advertising to 
get people to start using gasohol. Mr. Hoffman said that this 
wasn't the case, and the time for gasohol has arrived. 

Rep. Ernst then closed. This is a fledgling industry, and it needs 
incentives to get started. 

HOUSE BILL 455, sponsored by Rep. Huennekens, was then heard. He 
stated that this bill recognizes and establishes the fact that there 
are three different types of real property. The bill establishes 
within basic Class 4 three subclasses: residential, commercial, and 
industrial. It also establishes the principle by law that there 
may be a difference in taxation within a particular group. The 
constitutional and statutory element that requires equity in a class 
of property does not require identical approaches between different 
classes of property. 

There were no PROPONENTS to HB 455. There were no OPPO~ENTS. Questions 
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were then asked. Rep. Zabrocki wanted to know if this bill based 
taxation on land usage. Rep. Huennekens replied that this was not 
the case; the only difference was essentially that there are some 
lands with improvements that are essentially residential, others 
that are commercial and others that are essentially industrial, 
statutorily. Class 4 taxes them all at the same taxable value. The 
base year for evaluation 1S also addressed in the bill. 

Rep. Bertelsen requested an explanation of the problem of trying to 
reevaluate property based on the same year. Rep. Huennekens said 
that evaluations were always behind schedule five years. If the 
State was going to complicate reevaluating all three properties at 
the same time, it would be too costly and/or impossible. 

Rep. Williams ,expressed support for the concept. He wanted to know 
where the percentage of assessed value would be set, however, within 
the three classes. Rep. Huennekens replied that this bill just recog­
nized that there were three classes. Rep. Williams asked him if 
the Department of Revenue would be establishing different values. 
Rep. Huennekens said this was the Legislature's business and not the 
Department's. He also said that the bill was trying to deal with 
the problem of a different base year. He said that houses are not 
being valued at their 8% value at alIi a 1972 book is used and true 
market value is therefore not used. 

Rep. Bertelsen asked Mr. John Clark (Department of Revenue) if he 
saw any problem with the bill. He suggested that there was a Senate 
Committee bill which took a similar approach, but did not involve the 
Class system. 

Rep. Nortdtvedt solicited Rep. Huenneken's opinion on the approach 
the Senate Committee bill took. 

Rep. Huennekens said that it would be agreeable; however, if 
something like this was done, he wondered if District Judges wouldn't 
have to force the State to treat unlike properties by similar means. 

Rep. Hnennekens then closed. 

Rep. Williams commented that passage of this bill would put the 
Department of Revenue in a questionable position regarding assessing. 
Without a repealer section on the definition of properties, he wanted 
to know what these three classes would do. Mr. Clark said that the 
problem that the bill was addressing is the problem that was run 
into in the last appraisal cycle. Commercial property was-done based 
on 1976 and residential property was based on a 1972 basis. 

Rep. Bertelsen wanted to know what amount of money was involved in 
current lawsuits concerning the "34% case." He was told that the 
Department of Revenue was trying to settle this out of court. 
Millions of dollars are involved. Some appraisals are perhaps too 
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high; probably all of them will have to be reduced. The impact 
on each county will depend on the mix of property in the tax base. 

Rep. Williams suggested that it might be time to pull all real 
property and improvements completely out of the classification 
system and provide a separate statute for them. 

The hearing was then closed on HB 455. 

The hearing on HOUSE BILL 63, sponsored by Rep. Jack Moore, was 
then held. This bill gives people who retire in the private sector 
under a private pension plan a $3,600 exemption from income taxation. 
This is the amount of the exemption allowed for federal retirees. The 
fiscal impact of the bill is unknown because the number of people 
this would affect is not known. 

Linda Anderson, representing the Low Income Senior Citizens Advocacy, 
then rose in support of the bill. She stated that this bill was 
passed by the Legacy Legislature, and she urged a no PASS recommendatior 

from the Committee. 

Hr. Ed Sheehy, t10ntana Chapter of the Retired Federal Employees, then 
rose in OPPOSITION to the bill. He supported the concept of the bill 
but wanted to know why only federal employees were looked at when 
arriving at the $3,600 figure. He objected to the bill's not addres­
sing those retired on public pensioI1§. .. plans from other states where 
they would have enjoyed the $3,600 exemption. He asked if it is fair 
to exempt all benefits from the teacher's retirement and the public 
employees. retirement system, why is it fair to tax others' pensions? 
He expressed the belief that Civil Service Annuities should also be 
exempted. He submitted that public employees who are exempted from 
Social Security actually pay more taxes than people of comparable 
income who are paying to Social Security. He distributed a hand-
out; see Exhibit "B." In addition, he submitted several letters con­
cerning the issue; see Exhibit "C." He stated that the bottom line 
was: just who is escaping what tax burden. He made it clear that he 
was not attacking the right to exclude teachers retirement from the 
Montana Income Tax, but if it is fair to exempt them, retirement 
income from all sources should be exempted. 

John Clark, Department of Revenue, then rose to make comments. He 
explained that the other exclusions in the bill arose from statutor­
ily created retirement systems. The Department has some problem 
with some of the language in the bill because it is a little 
ambiguous. Also, a technical problem exists with reference to 
Section 408 of the IRS Code. 

Questions were then asked. Rep. Moore expressed the belief, that 
since all public servants got some type of exemption, people in 
the private sector deserved some benefit also. 
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Rep. Dozier said that, under current law, people could be taxed 
on investment in the IRA, and he was curious if this bill would 
affect that. Mr. Clark said that there was an exception in the 
law which covered IRA's. Rep. Moore requested assistance in 
drafting a technical refinement, if necessary, so that no one would 
be avoiding taxation under this bill. 

Rep. Moore then closed. He said that Mr. Sheehy hadn't really 
been addressing the private sector, and the public sector wasn't 
addressed in this bill. If the technical amendments from the 
Department of Revenue could be worked out, this bill would benefit 
a lot of people in the State. He stated that at one time he had 
estimated the fiscal impact of this measure would amount to a 
$500,000 - $1.2 million loss in State revenue. The hearing on 
HOUSE BILL 63.was then closed. 

Mr. Sheehy stressed that he was still curious as to what Rep. Moore 
would be doing for the people on public retirement from out-of­
state. 

The Committee then went into EXECUTIVE SESSION while awaiting for 
the sponsor of HOUSE BILL 474 to arrive. 

HOUSE BILL 391 was considered. The bill had previously been amended 
by the Committee to provide that charitable contributions could be 
added to the standard deduction. The new Fiscal Note showed an 
impact of possibly $200,000 per year. Rep. Vinger moved that HOUSE 
BILL 391 DO PASS. 

Rep. Dozier said that he had a problem with the bill, because 
he believed that the programs which would benefit from increased 
donations would better benefit from proper funding. 

Rep. Asay spoke up in favor of private donations. 

Rep. Dozier said: (1) charitable contributions are given not as a 
tax wrtte-off, but because the people believe in the cause. (2) The 
Government should be addressing these problems. 

Rep. Nordtvedt said that if a standard deduction was normally being 
taken, and a charitable contribution was made that would make it 
worthwhile to itemize, the bill wouldn't apply. However, the bill 
would benefit those people who still wouldn't have enough to itemize. 

Rep. Oberg pointed out that part of the standard deduction was al­
ready designed to include a sum for charitable contributions. He 
submitted that if the bill was passed, people would be given a double 
deduction. 

Rep. Dozier expressed concern that the bill would generate more re­
quests for additions on to the standard deduction; 
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Rep. Devlin made a substitute motion that the bill DO NOT PASS. 

Rep. Vinger rose in opposition to the substitute motion, pointing 
out that the bill would enable lower income people to do more for 
their dollars and in addition, the people who are itemizing are 
able to take advantage of every deduction. 

Rep. Williams asked Mr. Clark, (Department of Revenue) if the standarc 
deduction didn't actually have a built-in advantage; did it allow 
more than has been contributed under charitable contributions by 
many people. Mr. Clark said that there is a place where the standard 
$2,000 deduction isn't a very reasonable limitation; people don't 
reach that, but as one goes further and further up, the $2,000 does 
become a limitation. 

Rep. Sivertsen said he wanted to know if this bill was really going 
to be of much advantage to the people who might want to make use of 
it. 

Rep. Nordtvedt stated that the average standard deduction had a 
marginal return of 5%, so this bill would allow a $100 charitable 
contribution to get a $5 reduction on the State income tax. 

Rep. Hart stated that the figure would depend on what tax bracket 
the individual was in, and added that unless the contribution was 
sizeable, the savings wouldn't be that much. 

Rep. Nordtvedt said the range was $2 - $11. This bill would also 
be a symbolic gesture to the "standard deduction people" that 
their contributions were recognized. 

Rep. Vinger said that the bill would give people some incentive to 
make contributions. 

The question was called for, and the motion of DO NOT PASS carried, 
with Reps. Harp and Burnett opposed. 

HOUSE "BILL 237 was then discussed. The tax credits for energy­
conserving expenditures would be almost twice as much as the benefit 
to be arrived at from making the deduction on the tax. The credits 
are at the 10% level and the deduction is usually in the 5% marginal 
tax bracket. 

Rep. Dozier moved that HB 237 DO PASS. Rep. nordtvedt moved to 
amend the bill and adjust the tax credit to 5%. (See Exhibit "D.") 
He was in support of having a tax credit because this would allow 
anyone to take advantage of the provision regardless of their income, 
and with the rate at 5%, the total amount of money involved would 
be left at the same level. He pointed out that under the present 
system, people with high incomes get large deductions because of 
their tax bracket. It was brought out that individuals using the 
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standard deduction were presently able to take advantage of the 
deductions also. 

The question was called for on the amendment. Motion carried, with 
Reps. Oberg, Dozier, and Hart opposed. The question was then called 
for on the motion of DO PASS AS &~NDED. Motion carried unanimously. 

Control of the meeting was turned over to Rep. Sivertsen so that 
the Committee could take action on Rep. Nordtvedt's HOUSE BILL 
156. Rep. Harp moved that it DO PASS. Rep. Nordtvedt explained 
the bill. 

Rep. Oberg expressed reluctance to vote on a bill without any fiscal 
impact estimate. 

Rep. Nordtvedt said, regarding the job creating portion of the bill: 
the average Montana income tax is 5.7% of the taxable income. If 
there is a 2% credit given for three years (an increase of 1% from 
present law), he was certain the State would get its money back in 
one year, and then some, from the new jobs which would be created 
because of the provision. He pointed out that a 30% or more in­
crease in payroll was needed to take advantage of the tax credit. 
The job credit can be taken by any company who feels it is justified. 
The bill would also allow unincorporated businesses to take advantage 
of the credit. 

Rep. Dozier disagreed with the bill because it would be self-defeat­
ing for the established businessman. 

Rep. Harp stated that on new investments and total depreciation 
figures, very seldom would any corporation be able to make such a 
significant change where investments would outgrow depreciation. He 
expressed support of the Chamber of Commerce's testimony which 
suggested a 20% figure. 

Rep. Nordtvedt disagreed. If one has an on-going concern that is 
maintaining its status quo and there was no inflation, that business 
would "be reinvesting according to the amount of depreciation which 
was occurring. 

Rep. Harp said that when a depreciation schedule was being set up, 
it was based on lifetime figures. All equipment is not going to 
run out at once. 

Rep. Nordtvedt said that $100,000 worth of depreciable property 
on a five-year plan would be figured as depreciating at a rate of 
$20,000 per year, and if that amount isn't being reinvested per 
year, the company would be at a complete standstill. He added 
that many businesses would qualify for the bonus credits because of 
inflation. 

Rep. Harp submitted that he felt the bill was being too restrictive 
on depreciation. 
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Rep. Nordtvedt then distributed some proposed amendments; see 
Exhibi t "E. '~ 

Mr. John Clark (Department of Revenue) said that he believed the 
amendments cleared up the problem with the definition of the word 
"investment." The question on the motion to amend the bill was 
called fori motion carried unanimously. It was pointed out that 
this amendment to the Codes did not change the treatment of small 
businesses. Rep. Willia~s expressed concern that the amendment 
might be broadening the scope of the bill. Rep. Nordtvedt told 
him that it was just making the reference to include everyone who 
paid income taxes, and this is just the statutory language that is 
under the personal income tax system in Montana. 

The question was then called for on the motion of DO PASS HB 156 
AS AMENDED. 1-1otion carried, with Rep. Dozier opposed. 

HOUSE BILL 43 was then considered. Rep. Dozier moved that it DO 
PASS. Rep. Fabrega then arrived and the hearing on HOUSE BILL 474 
was opened. In 1975 there was a similar bill which was passed, 
and it stayed in the books until 1977, at which time, it was 
dropped out because it became one of the factors in "MELDA." The 
only thing that is different about this bill is that it provides 
that the local government must have approved of implementations 
of this measure by resolution. He discounted on the rationale 
that money was being given away because the improvements would be 
made anyway. This bill gives local option without any of the side 
effects of the former situation. This bill will make the difference 
between whether a building is rebuilt or torn down, based on a $1 
million taxable valuation. 

Ruth Baenen, President of the Montana Assessor's Association, then 
rose, stating that she felt this bill would be hard to implement. 
Appraisers are having a hard time now keeping up with the construc­
tion phases. She stressed that no further revenue should be lost 
in the counties . . 
Mr. John Clark (Department of Revenue) then rose neither as a pro­
ponent nor as an opponent. 

There were no OPPONENTS to HB 474. Rep. Fabrega stated that the 
bill would increase the additional value on a building on a schedule 
of five years. After the remodeling is completed, the assessment 
is made. 

Rep. Asay said the city might lose even more revenue if the building 
was torn down. 

Rep. Fabrega then closed. 

Ms. Baenen then brought up the language, "first year after construc­
tion" and pointed out that sometimes construction goes on for years 
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and years, and for this reason the bill would be hard to implement. 

Rep. Devlin wanted to know if the city could put a limit on the 
time of remodeling. Rep. Fabrega replied that commercial remodeling 
usually was done fairly quickly. Rep. Sivertsen pointed out that 
the individual wouldn't get the credit until the project was appraised. 
He didn't think this aspect of the bill should he a source of concern. 
Rep. Fabrega pointed out that on new buildings, periodical assess­
ments are done on the construction, but this is not the case when 
an older building is being remodeled. 

The hearing on HOUSE BILL 474 was then closed. 

The Committee then went back into EXECUTIVE SESSIO~. The question 
was called for on HOUSE BILL 43. A straw vote was taken, and the 
decision was made to postpone discussion on the bill until a later 
meeting. 

The meeting was adjourned at 11:00 a.m. 

Rep. Ken Nordtvedt, Chairman 

da 
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FACTS ABOUT MONTANA AGRICULTURE AND THE 

ALCOHOL FUELS INDUSTRY 

Motor Fuels Tax Exemption 

!>1odifications Necessary to Improve Chapter 576, 

Laws of 1979, Sec. 15-70-204 MCA (HB-402) 

. 
1. Alcohol Fuel Production Benefits Montana Farmers: 

Nearly 50% of the barley and 70% of the wheat grown 1n this state is 
exported at costs approaching Sl.00/bu. for ~lontana farmers. Alcohol 
production would create an addi tio'n,al local market for t>1ontana grain 
which would give our farmers the option of saving transportation costs. 

2. Alcohol Production will Reduce Montana's Fuel Imports: 

We are an energy-rich state. However, most of our energy comes in the 
form of solid fuels such as coal. Montana must actually import oil and 
gas to meet our annual consumption requirements. A recent study by 
Brelsford Engineering determined that Montana refined slightly over 
48 million barrels of oil in 1977. Only 32.7 million barrels were produced 
in the state that year, however. The difference between the ~mount 
produced and the amount refined represents our import requirements. 
Considering the high price of oil on the world market as well as cur­
tailment of Canadian crude to the U.S., we sQould begin now to compensate 
for the deficit with locally-produced alcohol 'fuels. 

3. Alcohol Fuels Are a Truly RENEWABLE RESOURCE: 

Alcohol fuels are most often produced from grain. All the original 
protein, vitamins and minerals in the grain are recovered in the conversion 
of grain to alcohol. The resulting by-product is a high quality feed for 
livestock. Little of the original food value in the initial grain stock 
is lost, therefore alcohol production and 1 i vestock fe.eding ... & are very 
compatible industries. Thus grain and alcohol are one of the most 
immediately available, energy and cost-efficient renewable resou!'ces the 
state can produce. Once establish~d, the alcohol fuel industry will strengt!len 
~ontana's reliance on renewable resources and reduce the state's imports 
of liquid transportation fuels. 

Alcohol fuels are still relatively expensive to produce. As the prjce of oil 
continues to rise, alcohol fuels will become price-competitive with gasoline. 
~lontana LaN 15-70-204 was designed to stimulate immediate producti on by 
providing tax breaks which improve the economics until alcohol fuels become 
price-competitive with gasoline. The following refinements of the Act would 
substantially improve its provisions and should be considered by the 1981 
LegisJaturc. 

" 
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Advance By 4 To 6 Years The Enlire Phase-Oul Period Of The Act: 1. _ 

g 
As the Law now stands, the state tax on gasohol is reduced f~om ~c/gallon to 
2c/gallon from April, 1979 to April, 1985. Afler April, 198~: the ta~.is 
increased to 4C/gallon. The lax is again increased lo 6c/gallon in ~pril, 
1987, and the tax break is phas~d out entirely in April, 1989. To ~ccount for 
reasonable design and construction time, the tax break should not begin to be 
phased out until at least April, 1989. This would allow an alcohol producer 
~ith current plans for construction and start-up about 5 to 6 years of the 
full tax break. The federal government realized this need and recently 
extended their alcohol fuel tax break until nearly the end of this century. 
As a state that wishes to strengthen its agricultural economy while promoting 
the production of renewable resources, we should follo~ the federal gov~rnment's 
lead and extend our alcohol fuel tax breaks. It is important to note that 
the Act does not call for the state to pay producers a rebate from its own 
treasury. Rather, it simply reduces the tax burden imposed on the pro-
duction of this renewable fuel. 

2. Promote The Marketing of More Concentrated Alcohol Fuels: 

3 . 

One gallon of pu~e denatured alcohol when diluted with 9 gallons of 
gasoline will produce 10 gallons of gasohol. According to the CRUDE OIL 
WINDFALL PROFITS TAX ACT OF 1980, the federal government will provide one tax 

, br~ak for alcohol sold ~s gasohol and a ta~break)O times greater,for alcohol 
.!J/!. sold as pure denatured alcohol fuel~' In,··t5oth ca~~s, the tax break per '.,~ 

gallon of pure alcohol is the same. The ~lontpna law (Act15-~q,;7204) does 
not compensate for the various concentrations of alcohol in a fuel. A 
producer can therefore not afford to market pure _denatur:~ alcohol even 
though a large potential markete-xists for this p~oduct"on !llontana farms and 
ranches. Use of more concentrated alcohol fuels should be encouraged by 
providing a tax break on a per-gallon-of-alcohol basis, whether the alcohol 
i~ used directly or diluted in qther fuels. 

Eliminate the Ability Of The Governor To Suspend The Act: 

Commercial alcohol plants require multi-million dollar investments. At 
present, the state tax incentives are critical to the economics of alcohol 
production. Many proposed Montana alcoho.l .plants have fai 1 ed to advance 

'beyond the feasibility stage ~~cause of the threat of the unilateral , . .,. 
suspension of the tax breaks.- As the Act now stands, the Governor caK 
suspend the Ac~ without legisl~tive approval. The powers granted to the 
Governor create a climate of economic uncertainty which discourages investments 
in this field. This uncertainty should be removed by amending the Act to 
eliminate the ability of the Governor to suspend the Act. 

This statement is submitted to the committee on Taxation in 

support of House Bill 475. . 9\[' /) 
n()\~ '7(~ /. II: . ,~~:~, ~ " r,-- _ l C/' 'J l, \.. ! ,../ '; .' \ J. ~ ',' .. 

Cordell Johnsoin ! 
Registered Lob~ist 
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Distribution of Federal Retirement Benefits 
The chart below is taken directly from the latest ofilcial 

OPM publication entitled, "Federal Fringe Benefit Fact'> 
1979," which gives statistical information on the various 
fringe benefit programs administered by that agency. 

This table below indicates the geographical distribution 
of benefits paid under the Civil Service Retirement Sys­
tem. Th column headed, "Dec. 1978 Total eligible active 
population" carries the number of active workers in each 
state, The "Total number on roll" column indicates the 

combined number of retiree annuitants and survivor an­
nuitants, Average monthly annuity levels for your own 
state can be determined by dividing the number of recip­
ients of each category into the total monthly annuities 
amounts indicated in the corresponding column. 

Updated figures for the fiscal year ending October 1, 
1980 will not be available for publication until at least 
the Spring of next year, so the following statistics can be 
psed as the latest published fi~ures, 

Retirement: (as of Octobe, I, 19791 

Residence Dec, 1978 

1--m!i~i~~y-Total Total Numbe, 
eligible number annuitants 
active On roll annUIties 

population (ODD's) 
-----------~-.--f----------- -------- --.-~.---- --~- ------ .-

STATES 

Alabama ........... · . 59,857 33,688 S 21,815 24,793 
Alaska ..... . . . · ... - . 15,339 3,156 2,395 2,570 
Arizona, ........ · .. · . 34,473 26,367 19,075 20,820 
Arkansas .. , ..... '.' . · . 18,408 16,241 10,357 12,306 
California . . . . . . · .... 290,052 183,128 

I 
122,505 138,213 

Colorado ..... · . · .... 47,932 25,829 17 ,964 20,086 
Conn~>Cticut ..... · . . . . . 21,035 9,964 6,584 6,843 
Delaware, .. , .. _ · ... 4,990 3,038 2,072 2,167 
District of Columbia ...... 208,051 55,046 42,739 42,500 
Florida ....... , · .... 79,264 110,732 82,589 86,167 

Georgia. . . · . · ... 75,941 40,998 I 26,047 30,032 
Hawaii . ....... · .. , . 25,005 13,143 I 10,205 , 10,619 
Idaho ........ · ..... 10,517 6,198 4,169 4,809 
Illinois ........ · ..... 101,687 49,239 31,153 34,933 
Indiana .• , . · . .' ...... 40,165 23,040 13,702 16,468 

Iowa .. .. .. . · ... · .. 19,050 14,393 8,610 9,984 
Kansas ... . , . · .. , ., . 22,576 16,549 10,216 12,088 
Kentucky . '" .. · ... · . 34,264 21,372 12,494 15,509 
LouiSiana . ..... · ..... 31,384 17,439 11,102 12,673 
Maine. . . . . . . · ... , 9,242 9,137 5,733 6,526 

Maryland ...... · .... · . 
I 

130,370 67,859 57,118 50,376 
Massachusetts , .. · .... · - 57,760 43,871 27,571 30,388 
Michigan .. . . . . · . · . 53,350 24,447 15,794 17,493 
Minnesota .. · . · .. · . I 29,417 18,538 12,167 13,520 
Mississippi .. · . · - . · . 26,794 14,919 9,384 10,711 

Missouri .. · . 65,048 33,752 22,135 24,944 
Montana. _ ... · . · . 12,366 6,098 

I 
4,108 4,674 

Nebraska ... · .. · . · ... 15,423 9,810 6,270 7,021 
Nevada ... ... . · ... 9,218 6,579 4,661 5,259 
New Hampshire .. · . · ... _14,672 8,212 5,303 5,840 

Rhode Island . . . 9,390 9,440! 5,838 6,881 

South Carolina. ,31;358 20,740 I 13,517 14,970 
South Dakota. . . i 9,865 5,146 I 3,014 3,759 

~;;,~~:' · • • • • • i ::;.m~.;~ I ':;:;;, :;:;i; 
Washington . . . . .' I', 58,882 43,865 I 28,943 33,093 
West Virginia 15,723 8,705 5,448 I 6,428 
W.sconsin . . . . ..... 1 26,206 16,329 10,080 I '1,808 
Wyoming ! 6,398 i 2,991 I 1,893 2,267 

Total. . . I 2,723,145 i 1,605,559 I $1,091,339 L'186'288 

TERR;TORIES. I 34.735 I 9,244 4,966 7,713 

FOREIGN COUNTRIES. . 94,443 I 25,402 J 9,199 18,903 

GRAND TOTAL .... . 1~52,3~~_1_.I,640'2~ __ .~~~~5~~ 1,212,904 

I \ New Jersey. · . · . · .. 68,650 42,045 29,174 29,677 
New Mex ico . ... · . · ... 26,451 14,015 

I 
9,790 11,112 

New York ..... I )66,194 92,646 56,664 63,995 · . I 
North Carolina - . · . . . . I . 41,840 28,570 18,241 20,882 
North Dakota .. · . · .... 8,316 3,461 

I 
2,081 2,485 

Ohio I 89,444 49,394 33,600 35,270 .... · . · .. 

I Oklahoma ... · . · . · . 46,834 33,111 20,554 25,234 
Oregon ... : .. · . 26,797 20,026 I 13,894 15,500 I I I Peonsylvania. 128,018 79712 51 587 57290 

10 RETIREMENT LIFE, NOVEMBER. 1980 

----.- ,-------·-r· 
Annuitants 

monthly 
annuities 

(000'51 
f------

$ 19,009 
2,173 

17,087 
9,110 

107,834 

15,993 
5,476 
1,773 

37,883 
73,177 

22,555 
9,263 
3,110 

26,318 
11,648 

7.157 
8,789 

10,703 
9,495 
4,876 

49,859 
23,024 
13,388 
10,365 
8,001 

19,092 
3,612 
5,333 
4,228 
4,528 

24,744 
8,790 

47,237 
15,780 
1,748 

28,740 
18,170 
12,341 
44 72 ,0 

5,029 

11,660 
2,577 

12,337 
50,968 
11,457 

1,534 
64,512 
25,517 

4,726 
8,548 
1,660 

5948,206 

4,508 

7,599 

$960,313 

I 

Number 
survivors 

(individualsl 

---.~----.-

8,895 
586 

5,547 
3,935 

44,915 

5,743 
3,116 

871 
12,546 
24,565 

10,966 
2,524 
1,389 

14,306 
6,572 

4,409 
4,461 
5Jl63 
4,766 
2,611 

17,483 
13,483 
6,954 
5,018 
4,208 

8,808 
1,424 
2,789 
1,320 
2,372 

12,368 
2,903 

28,651 
7,688 

976 

14,124 
7,877 
4,526 
24 2 , 22 
2,559 

5,770 
1,387 
6,390 

23,010 
4,268 

771 
22,842 
10,772 

2,277 
4,521 

724 

419,271 

1,531 

6,499 

427,301 

Survivors 
monthly 
annuities 

(OOO's) 
--------

$ 2,806 
222 

1,988 
1,247 

14,671 

1,971 
1,103 

299 
4,856 
8,812 

3,492 
942 
459 

4,835 
2,054 

1,453 
1,427 
1,791 
1,607 

857 

7,259 
4,547 
2,406 
1,802 
1,383 

3,043 
496 
937 
433 
775 

4,430 
1,000 
9,427 
2,461 

333 

4,860 
2,384 
1,553 
7 1 ,5 5 

809 

1,857 
437 

2,131 
7,445 
1,335 

275 
8,990 
3,426 

722 
1,532 

233 

5143,133 

458 

1,600 

$145,191 

I 
I 

I 
I 
I 
I 

! 

I 
I 
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r'r :'" 'j'T T"C' - ':"\ r"T_T.:-<: rr'o,::" .... +-' ... J.. ......... .:-;~ ... ~} '--').J..'\.l .' ..... ! 

i.TO. _~~QiJl.U1(.l :~1. ~Ji·l.ee11Y 

1731 South 5th ~lve .. 
lieleJ:l2., ).ontc'.112 59601 

Dear Edmund:' 

(' 
: ) , . 

- , 

1 ... 

:~i(,>-'ork, .0ntc::.n2.. 
Jan. 28, 1981 

The efforts of the kontrul2.. state Federation of Chapters 
of lTA.,.,{c;:~ to endorse H363 2Xe well tacen. As is well knmm, 
any individual reCipient. of 000ial ;Securi ty is exempt from 
Federc::.l income ta.~. It is little knov,il bnt a fact that all 
Railroad. 2,l1d Rail1,7ay 3J:::9ress retirees receive annuities that 
2Te completely ta:: free. Ii'here:t'ore, in the spirit of equ8..1i t:7, 
retj.::red Federal Lployeos s:1.o'~ll(:: not0e cliscrininated acainst. 

1'..8 0:;.' i:ay, 19E)O, the 2.ver8.ge :;:"eclcral alID.ui ty Vias 8709. (', ~ 
por r:lonth; over 10;'),000 retirees receive under ;')200.00 per 
nonth. ~~L:;6 3, a bill to exer.:mt' frOB i:::1co'-:;e tax uri vate or 
corporate retirenent not in ~::;:cess of >~;3600.00, ~ \7ould be a rec.l 
benefi t to the 2.[;e [sTOtl.::; r,-;lere earnin~'s have constantly de­
crez..sed bec2.use OT' the inils.tion spir2.1. 

You imve t.(!.e complete sup:=;ort of Hlathead Chapter j,o. 64(:, 
\';hich has a L1enbership of' ';:ell over Ol',e hu..'l1.urecl .. 

-) '. /J' 
/ ~-z.-...-.-.~-; . ~~l.--;-,-:j 
};or-val ri.' _ Ostroot 
}res., I.;~apt;er 646, L-.'L1:':"~'; 
180 '. ;'01 t Dri vo 
~;icfor:::, Lont2XW. 59911 

, I:' 



Income tax- e~clusion 

$348 monthly. This income is taxable 
under federal income tax ClJ1d after 
the SJ,600 exclusion state income tax. 

A person with average earnings under 
social security retiring at age 6S in 
1981 can get SS32 in benefits plus an 
additional allowance of $266 for his -
wife, non-taxable. 

I believe that Rep. Moore should hear 
from the people of Great Falls as to 
what's fair in income tax exclusion. 

_ Rep. Jack Moore of Great Fa:ls has a 
bill before the legislature· (H b (3) to 
exempt from income taxatir;r ~)rjvat(> 
or corporate retirement benefits not 
in excess of $3,600. 

,ED~I eND SHEEllY, retired federal 
employr:c, 1731 5t h I,ve., Helena 

This prompts two questions: 

Where did Mr. Moore come up with 
the $3,600 figure? 

What consideration is given to a per­
son such as a teacher whose benefits 
~re based on a public retirem~nt sys­
tem in another state? 

Perhaps another question is whether 
age should be a factor in allowing 
benefits. 

, In 1961, two Republioon members of ' 
the legislature, with' the support of 
then-Gov. Nutter, brought into law the 
present $3,600 exemption given to fed· 
eral retirees. This was to recognize 
that peopJe who did not have the sup­
plemcrndl benefits of social 5(>curi::: 
may be entitled to a.t~ break. 

-';: . ~ ~ 

What HB 63 presupposes is that all re­
tirement benefits are under one um­
brella and benefits from one should 
be taken into account when determin­
ing benefits of another. I believe that 
there are many people in and around 
the Legislature who are not aware 
that the city of Great Falls has neve, 
extended the benefits of social secu· 
rity to its policemen. This is an ex­
ample of how difficult it is to compare 
benefits or the reasons for special tax 
treatment. • 

I 
! 

Montana has approximately 6,100 per­
sons receiving civil service annuities. 
Of these, 4,674 receive benefits on the 
basis of their employment and contri­
butions that average $772 monthly, 
and there are 1,424 receiving reduced 
benefits, as survivors, that average 

2 

C 
t, 
\! 

.-~ .... !-- --I:~ .. r 
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j'JATIOi'\)\L ASSOCIA."TIOiJ or:: REi'lrIEU FE[,Eh,[\L L: 
611 Livingston Hve. 
Missoula, ;,1". 59801 

The Honorable Kenneth Nordtvedt, Chairman 
House Taxation Committee 

,/Vlontana state Legislature 
Helena, Mt. 59620 

:E{~: HB-63 

~ar Chairman Nordtvedt: 

January 22, 1981 

The Montana Federation represents local chapters located at Boze~an, 
Billin6s, Great Falls, Helena, Butt.e-r1.nc:..conJa, :1issoula, Hamilton, 
Polson ana Kalispell. 

We have been concerned for years as inflationary pressures eroded the 
$3600 S,tate tax exemption on our annuities. A resolution passed our 
state co~ention last April asking that our annuities be tax exempt, at 
least to the extent of the highest amount a Social Security recipient can 
receive. 

As of October 1979, Montana had 4674 Civil Service annuitants receiving 
$3,612,000 monthly, or S772 eact. There were 1424 surviv~ng spouses 
receiving $496,000 monthly, or 1>348 each. These statistics make it 
quite evident that we a"te not the "fat cats" as normally depictec-. 

,~>- -Ii- ' 
Since PERS and teaGher retirees receive annuities comparable to ours, 
plus Social Security-all tax free, we feel that our request is very 
reasonable. 

\>Je are certainly sympathetic for those with private retirement systems, 
who have had no tax break in the past. Our only comment is that ~B-63 
is too conservative, and completely out of tune with the times. :"very 
retiree shoulo be entitled to a tax exemption at least equal to that 
given to those receiving Social Security. 

:Je ec.rns:3tly nope tnat your CO:;:",.lt.tee sees Ii:: ::0 act favorcloly -..::::m ou~ 

request. 

Sincerely, 

I. / L 1 
Everett E. Woodgerd, 
Presi::ier.t 

, , 
.I 



-HOUSE BILL 237, introduced (white), be amended as foilows: 

-

, '. 

Page 2, line 4. 
Following: " (ii) " 
Strike: u..re-u- "/ '\ .",' 

l.; '''' Insert: ~ ,.,..., 5 (~ 

1 10 AS AMENDED 
~ PASS 
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SUGGESTED AMEN'LXF,; ITS TO 1m 156 

1. Pag'2 2, line 4. 
Follov/ing: "allowed" 
Strike: "if the total" 
Insert: "on the" 
Follo,,' i ng: " amount" 
Insert: ",if any," 
Following: "of" 
Insert: "qualifying" 

2. Page 2, line 5. 
Following: "business" 
Inser-t: "that" 

3 . P Cl (J C 5, 1 i n e 2 1 . 
FollOlving: "allo'ded" 
Strike: "if the total" 
Inser-t: "on the" 
Following: "amount" 
Insert: ",if any," 
Following: "of" 
Insert: "quaITfying" 

4. Page 5, line 22. 
FollOlI i n g : " bus i n e s s " 
Insert: "that" 
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_ IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM. 
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STANDING COMMITTEE REPORT 
~ 

....................... r.~~.?:+:~~.ry .. J..l ............... 19 Z.l .... .. 

SPl:A~En.: 
MR ............................................................. .. 

. ~A~A?10. 
We, your committee on ....................................................................................................................................................... . 

having had under consideration .............................................................................................. ~~~~.~ ...... Bill No.~.~ ............ . 

It BILL FOR AN AC~ EB~I~L£nl -au ACT ~O EXEkPT FRO. tRCOME TAXA~IO. 
""l:.IVI.."rE OR CORPORATE ltE!'IREMEN!' BEHEFITS HOT IN 'tXCESS OF A CER.4fAIH 
k~:O\ni71 A1n:r.nInG SECTION 15-30-111, !tCA; ABO PROVIDInG AI EP'FECTIV£ 
[.I A '1'£ ... 

Respectfully report as follows: That ....................................................................................... ~.~.~.~~ ........ Bill No.~.~ .. #, .......... . 

iutroduceG (white), be ~ended as follovs: 

1. Page 2, lines 5 and ,. 
r'ollowillg: filreccivedfO (line 5) 
S-c.riJ:e: f!fq aret.ire~~. 

2. F~ge 2, line 10. 
Following: ~Codefl 
Strik.e: f1 ,. 

Insert: ·of 1954, or­
Following: ·as~ 

Insert: "'that section may be lAb~led or-

;t~lD AS A.'<END1:D -------
....D.D..fASS 

.. ' 
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I -_.YO> 

~cp~····t!eD'··!lord:t'V.dt .. ·· .. ··· .. · .. ····· ...... ··· .. :·· .. ·· .. ·· ....... . 
, Chairman. STATE PUB. co. 

Helena, Mont. 



STANDING COMMITTEE REPORT 

.......... .r~L;.r.u..!.r;r .. .7 .............................. 19 ... ~:l ... . 

SPl.:AI:!!R MR .............................................................. . 

We, your committee on ........................................................................ -;.~.!.-!::~~.q;~ ......................................................... . 

no:,sr: 474 
having had under consideration .................................................................................................................. Bill No ................. . 

A BIL!. FOn AN ACT I:!frITLt;D: "1\1; AC": ro ri'\OVlnS A G:<ll.tHJl\TE.:l 
3CLri::,)iJ:.l: POR TB.!! 'l'A.X ~,\TI: APPLICA!.JLE TO V-PI10VZ;!D:::iT5 Oi.i m:1'.L 
r;(~:r?B,{{TrY; PROVI~IUG FOR LOCu.. GOVER:~::::::t'r- ]J'PROV'l\L I~r T7EIR 
JURI5:JIC'.t'IOli; h.\ffil;OI!'G SI::CTIO':.l 15- (:-134,. H:!A 1 PROVI.DI:iG ~1 
I:t'L:DIA?S r:FnC~'Ivr; OAT!:." 

. not's!: . 4 7. Respectfully report as follows. That ............................................................................................................ Bill No ................. .. 

DO PASS 

.'- -_ ... .,---.".. .. -

STATE PUB. CO. 
Helena, Mont. 


