HOUSE TAXATION COMMITTEE MEETING MINUTES
April 8, 1981

A meeting of the House Taxation Committee was held on Wednesday,
April 8, 1981 at 8:00 a.m. in Room 102 of the State Capitol. All
members were present. EXECUTIVE ACTION was taken on SENATE BILLS
163, 150, 208, 207, SENATE JOINT RESOLUTION 26, and HOUSE BILL 870.

SENATE JOINT RESOLUTION 26 was considered. A copy of the bill with
some proposed amendments were distributed; see Exhibit "A." Rep.
Nordtvedt went over the amendments and moved that they be adopted.
Motion carried unanimously. Rep. Nordtvedt then moved that SJR 26
BE CONCURRED IN AS AMENDED. Rep. Harrington submitted that value
was increasing and that was why trending was used. Rep. Nordtvedt
pointed out that this wasn't the case with computers, however.

Rep. Williams wanted to know why the Department of Revenue would
want to instigate regulations to take more money away from the tax-
payers than the law allowed. Rep. Sivertsen said in some instances
the Department of Revenue hadn't followed that philosophy that they
are the revenue raisers for Montana and they are "out to get all
they can." Sometimes they act beyond the intent of the Legislature.
The trending approach is something the Department came up with and
he submitted that in some cases the Legislature needed to be more
specific in what they wanted the Department to do in order that it
didn't go beyond what the Legislature wanted. It was pointed out
that rules could be adjusted to enable the Department to do what
they wanted to.

Rep. Williams asked Dennis Burr (Montana Taxpayers Association) if,
when he was working for the Department of Revenue, he followed that
philosophy. Mr. Burr replied that he hadn't. He rose in support
of the Resolution. Rep. Williams submitted that generally the De-
partment of Revenue tried within the limits of the law to do their
job. He said he didn't like to feel that whenever something. comes
up, the Department is trying to "gig" the taxpayer. He submitted
that this worked both ways.

Rep. Switzer rose in support of the Resolution and said it gave
Legislative direction to the Department of Revenue. Rep. Bertelsen
rose in support of the Resolution. He submitted that the Legislature
had a tendency to give direction, and if it didn't work out, they
then placed the blame on the Department. He submitted that the
Department wasn't trying to go outside of the Legislature's intent
in the previous actions they had taken.

Rep. Harrington wanted to know what Ms. Feaver's (Department of
Revenue Director) feeling was on the matter. She replied that this
Resolution was a very serious one because it would have gquite an im-
pact fiscally. Trending has been used to comply with the law that
says property taxes are based on market value. There is a statute
that specifies market value and they will possibly be in Court 1if
this Resolution is passed. The Department will be in the position of
trying to decide whether they should comply with the law or the
Resolution and in either case they will probably end up in Court.
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Rep. Harrington wanted to know if the Resolution would have any effect
on other property. Ms. Feaver said she thought it had to have an
effect because trending was also used elsewhere, and these other
categories would also become open to question with passage of the
Resolution. Therefore, the $1.5 million fiscal impact from the Res-
olution has to be projected to other areas also. The inequity in
taxing furniture and fixtures at cost depreciated and other properties
at market value is illogical.

Rep. Harrington said that the hearing on ore hauling trucks covered.
this issue. Ms. Feaver said that trending was used on mining equipment,
and submitted that the $1.5 million impact would be far greater if

ore haulers were included.

Rep. Nordtvedt submitted that the biggest portion of property the
State got taxes from wasn't trended at all: homes and land. There-
fore, there is a strong precedent in the system at present of not
having trending. This Resolution says that trending is artificial,
and isn't getting true market value for this property. He pointed
out this was especially true with computers.

Rep. Williams submitted that if it was the belief of the Committee,
that trending wasn't good, then it should be applied to all property.
Ms. Feaver submitted that it was already in the law; property has to
be taxed at market value. If cost depreciation has to be used, that
might not be any closer to market wvalue than trending.

‘Rep. Williams submitted that the statutes would be messed up with
this type of Resolution. Rep. Nordtvedt said that trending had been
shown to be inappropriate in many forms of personal property taxing.
He questioned how the problem could be addressed, if not by a Resolu-
tion.

Rep. Sivertsen said the problem was with trending and it needed to be
addressed because with furniture and fixtures the way the Department
had used trending had placed them in a much higher value category than
they were actually worth. If the Department of Revenue would show the
Committee where they were willing to make some changes in the use of
the trending factor, he submitted that the Committee would take a much
more favorable approach to this. If the Legislature doesn't do some-
thing, the taxpayers will and he submitted that it would be similar

to what had happened in the 34% cases. He submitted that the Depart-
ment had shown no signs of being willing to make changes and that was
why this Resolution had been introduced. je submitted that the Depart-
ment in the past several years hadn't changed their procedure to bring
more equity.

Rep. Harrington said the item was one thing, but the use of the item
is another, and that was part of the trending process. Part of the
tax is put on the item as it sits and as it i1s used. This Resolution
changes the entire process. Personal property such as ore haulers,
in addition to the other items, will create a problem if this Resolu-
tion is passed. Rep. Nordtvedt said the State had set itself up for
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lawsuits from personal property owners because real estate wasn't
trended. He submitted that the Resolution didn't say that depreciated
cost was ideal, only that it was more appropriate.

Rep. Harrington said that ore haulers, according to depreciated value,
would be valuedvery low except the item has been performing the same
function as a brand new ore hauler and by using this type of deprecia-
tion the taxable value is being depreciated on that item when really
it has been performing the same as a new one and this Resolution would
open the door to trending to be questioned in the ore hauler area,
also. Lawsuits will result.

Rep. Williams asked Rep. Nordtvedt if it was his feeling that the
Department of Revenue would be able to shut the door on everyone else
who questioned trending in their area of taxation, also. Rep. Nordt-
vedt said the Resolution applied to commercial furniture and computers,
etc., where trending isn't working in determining market value. Rep.
Williams said he agreed, but he worried about the overall impact of

the Resolution. Rep. Nordtvedt said that if in 1983 the ore haulers
had a Resolution saying this for ore haulers, the Legislature would
have to consider that at that time.

Ms. Feaver then commented. Having talked with their attorneys about
the implication of this Resolution, she was told the Department should
go with all personal property unless they wanted to invite litigation.
She then addressed Rep. Sivertsen's previous comments abhout the Depart-
ment of Revenue. She said they had come in already with plans for
changing procedures. She referred to George Anderson's testimony which
showed that trending wasn't used correctly. The Department of Revenue
staff found that he was right. She met with the Montana Taxpayers
Association representatives and told them there was no reference manual
that the Department could use to determine market value on various com-
puters. The trending factors didn't apply to computers and they were
foolish to propose a rule saying that. She suggested that last year's
taxing method be gone back to and a new method bhe worked on for the
future, and the Taxpayers Association was agreeable with this solution.

Also, in livestock they were doing things incorrectly. They talked with
interested parties and agreed upon a price that made sense. She pro-
posed to the Committeethat complying with the law and arriving at

market value was what this administration would be doing and they weren't
"out to get the taxpayer.”

Rep. Roth asked for Dennis Burr's reaction. He said that the Resolu-
tion didn't come just fromthe problem with computers. They met with Ms.
Feaver and her position was to do nothing other than to go back to last
year's tables. They didn't agreed that this was the proper solution,
but they were agreeable to work with the Department to straighten the
matter out. The market value concept is what taxes are based on. 1In
the area of furniture and fixtures, the price is extremely low. In
other areas, trending might work, but it doesn't in this instance. He
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didn't think the market value concept was being thrown out with this
Resolution. The Department needs to come as close as it can to find
a value for property that doesn't sell every day.

Rep. Williams wanted to know what his guidelines would be if trending
wasn't used. Mr. Burr replied that original cost depreciated is what
should be used.

The question was then called for on the motion that the Resolution
BE CONCURRED IN AS AMENDED; motion carried Reps. Harrington,
Brand, Asay, Dozier, Oberg, and Hart opposed.

SENATE BILL 208 was then considered. Rep. Harrington moved that it
BE CONCURRED IN; motion carried with Reps. Burnett, Vinger, Roth and
Underdal opposed. Rep. Harrington agreed to carry the bill.

SENATE BILL 207 was considered. Rep. Nordtvedt moved an amendment
changing the wording back to "principal" on P. 2, line 19. By creat-
ing a formula which used the principal rather the income from the
trust fund, the argument for the coal severance tax is strengthened.
Rep. Brand wanted to know what the reasonina was behind the Senate's
amending the bill to income. Rep. MNordtvedt replied that there were
some Senators who didn't want the principal used.

It was brought out that how much is taken out of the principal depends
on the size of the impact. The hill is trying to create a formula

for this. Rep. Asay submitted that in effect the bill would give direc-
tion to the Coal Board, but he added that it would take away a lot of
their discretion. In addition, he said he wasn't convinced the formula
would work. Also, regarding the Senate amendment from principal to
income, he submitted that HB 121 would have taken care of this prob-
lem; however, that bill was killed in the Senate.

Rep. Sivertsen said that as demands become greater on the Coal Board,
the Board needs to base their decisions on something and this hasn't
been done in the past. He submitted that it was good business to have
a format although he wasn't sure that this was the right one. Rep.
Asay said the formula had to he applied before it would be known if it
was workable.

Rep. Nordtvedt said that if the formula produced an impact that was
larger than the impact fund, the gquestion was, should the principal or
the income (which is now going into the General Fund) be tapped. Rep.
Nordtvedt said that his amendment would be returning the bill to the
way the Revenue Oversight Committee had recommended. The guestion

was then called for on the amendment; motion carried with Reps. Oberg,
Zabrocki, Asay and MNeuman opposed.

Rep. Williams then suggested several more amendments: P. 2, line 9, and
P. 1, line 24, insert the word "local." Rep. Nordtvedt suggested that
"and State" also be inserted. The question was called for on the amend-
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ments; motion carried unanimously. Mr. Oppedahl, Legislative Council,
pointed out that an amendment might be needed on P. 1, line 23, and

a motion was made to insert "or successor agency"; motion carried
unanimously.

Rep. Williams then moved that SB 207 BE CONCURRED IN AS AMENDED; dis-
cussion took place. Rep. Neuman said he had a problem in that the
funding might not be evenly distributed. Rep. Nordtvedt expressed
hope that the formula would be sophisticated enough to account for all
factors. The question was then called for on the bill; motion carried
with Reps. Nordtvedt, Burnett and Neuman opposed.

SENATE BILL 163 was considered. Amendments were distributed. Rep.
Nordtvedt moved an amendment to strike Section 23. (1) It is a very
selective tax break, and (2) the net result of the bill will be to
drive up the price of agricultural land. Every time a tax break is
given, more people want to buy and this will drive the prices up. He
added that there was nothing in the bill preventing anyone from specu-
lating with the money.

Rep. Sivertsen submitted that the type of individual the bill hoped to
accommodate would have to be screened by the loan authority and the
individual would have to show he was interested in getting into
the business and had some expertise in the business and if the indivi-
dual didn't meet the criteria, he wouldn't get the loan to begin with.

Rep. Roth submitted that the loan authorities had been fooled many
times by people who turned out to be washouts. She submitted that it
was difficult to ascertain whether someone was going to be a success
Oor not.

Rep. Sivertsen submitted that the banks, percentage-wise, came out good
on their loans and had the ability to choose who they lent their money
to.

Discussion took place regarding Rep. Nordtvedt's amendment. Rep.
Neuman said that a lot of farmland was going to be sold in the coming
years, due to the average age of a Montana farmer being so old, and an
incentive needed to be provided for them to sell to beginning farmers
instead of out-of-State interests. Rep. Sivertsen added that the bill
was something like the inheritance tax philosophy: the property should
be passed on to lineal descendants without penalty. This bill carries
that philosophy on by giving the break to someone who wants to pass
the land on to a like person.

Rep. Nordtvedt submitted that Section 23 might be in violation of the
present IRS codes. Rep. Asay agreed that that might apply if a family
member was sold to. He submitted that it wouldn't be a question other-
wise.

Rep. Sivertsen said that if the transaction didn't "pencil out,” the
person wouldn't get the loan. Therefore, there is a safeguard because
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the person isn't going to throw this money away. If the land price

is too high, the person won't be able to pay for it and the loan won't
be granted; therefore, he discounted the argument that the program
would drive prices up.

Rep. Nordtvedt submitted that it was impossihle to justify to constit-
uents that some people can get a tax benefit from selling their prop-
erty and others won't get one at all.

Rep. Dozier disagreed with the philosophy. Tax laws are used to encour-
age and discourage all kinds of things. 2All this bill does is encour-
age young people to get into agriculture bhecause they are needed. Rep.
Asay said he had a problem because he found he was agreeing with Rep.
Dozier.

The guestion was then called for on the motion to strike Section 23;
motion failed 7 - 12.

Another amendment, see Exhibit "B," was then presented. Sen. Tom

Towe (sponsor of SB 163) explained the amendment. The language from
HOUSE BILL 640 is taken and put into this bill and the sponsor of HB
640 was agreeable to this. He didn't feel that any of the amendments on
P.1 of the Exhibit were necessary, but they wouldn't hurt and they
might help a little. Section 5 of the amendments adds two things not
presently in the bill. This addition won't hurt although it might not
ever be used. Amendment No. 2 was worked out with Sen. Towe and in-
terested parties related to Sen. Hammond's bill dealing with a bond-
ing program giving a municipal rate of interest. The guaranty program
worked out in that bill is incorporated into this bill. He submitted
that the amendments weren't critical to the bill but would help it.

Rep. Sivertsen moved that the amendments on P. 1 down to Section 5

not be adopted; he moved the remainder of the amendments. Rep. Vinger
submitted that with the amendments, the State would be put in the bhonding
business and private people would be run out of business. He rose in
opposition to the amendments and the bill. Rep. Roth concurred with him.

Rep. Nordtvedt said if the guaranty fund was short, the amendment would
authorize the Legislature to appropriate from the General Fund (income
from the coal trust fund) to keep the fund in the black.

The question was called for on the amendments; motion carried 11 - 7;
see roll call vote.

Sen. Towe then submitted some more amendments for SB 163; see Exhibit
"C." The loss of revenue would be very nominal at present, but with
the amendment this would be increased very substantially.

Rep. Dozier moved that if the bill passed, help would be given the
secretary to carry all the amendments upstairs.

Rep. Nordtvedt submitted that the amendment would help the Devartment
of Revenue hire more FTE's.
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Rep. Asay moved that the amendment be adopted. Rep. Roth made a sub-
stitute motion that the amendment not be adopted. The substitute
motion carried with Reps. Dozier and Brand opposed.

Another amendment was then considered; see Exhibit "D." Rep. Asay
submitted that net worth should not be part of the criteria, and made
a motion to strike the net worth provision of the bill. Sen. Towe sug-
gested that the language, "which may not exceed" be stricken, and Rep.
Asay's desire would be accomplished. Rep. Nordtvedt rose in support
of the amendment. Rep. Switzer rose in favor of the amendment also.
The question was called for on the amendment to strike the net worth
requirement; motion failed 10 - 8; see roll call vote. The amend-
ment on Exhibit "D" was then moved by Rep. Bertelsen; motion carried
unanimously.

Another set of amendments for SB 163 was then considered; see Exhibit
"E." Sen Towe explained the amendments. Rep. Sivertsen moved the
amendments.

Rep. Vinger rose in opposition to the amendments. A second loan pro-
gram will be necessary and the $2 million from the State will be
financing this, which will be the State in business and therefore, he
wasn't in favor of the amendments. The guestion was called for on the
amendments; motion failed 10 - 8; see roll call vote.

Sen. Towe suggested that amendments No. 3, 4, and 6 be adopted and
also the title needed amending; Rep. MNordtvedt moved them. The motion
carried unanimously.

Rep. Sivertsen then moved that SENATE BILL 163 BE CONCURRED IN AS
AMENDED. In the past, he explained, he hadn't been in support of this
kind of idea, but this is now one of the major problems in the State
and in the Nation. He submitted that a water bonding bill passed and
to say that this bill was not ordinary was inconsistent. If the State
can help a willing individual to get into agriculture and produce,

the Nation and the world can continue to be provided staples at a
minimal cost. Once food production is controlled, it is the beginning
of the end. It is absurd that the Legislature, which has always been
especially concerned about agriculture, is only concerned so long as
"I am set up in business and I am doing alright." As a result of

that thinking, the State is put in a position of allowing the conglom-
erates to take over agriculture. He submitted that there was no longer
a free enterprise system and expressed willingness to prove it to the
Committee if they wanted to take the time.

At present because of the philosophy of the banks in this country and
the philosophy of many of the Legislators, he is forced to try to keep
agriculture as close to the basic family farm as possible. A family
farm can be considered an investment of $1 - 3 million, so it is no
small operation, but can still be considered a family farm.

Rep. Burnett rose in opposition to the bill. He pointed out that the
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FHA, the PCA, and the Federal Land Bank would take care of anything
this bill would do if it was administered in the manner it should be.
A bureaucracy is being built up, putting the State into the land busi-
ness and the loaning business, and he was not in support of this.

Rep. Williams asked Sen. Towe to convince him why the seller should
have a $50,000 tax break just because he was selling to a beginning
farmer. The seller has had breaks all along because the land was agri-
cultural, and he didn't see why he should be given another break, now.

Sen. Towe replied that the reason for the section was that society
would be saying it was encouraging family farms. One of the most
effective ways of encouraging this is to give the sellers a tax break
for selling to beginners. He submitted that other States had enacted
similar programs and they were working.

Rep. Williams asked him why everyone couldn't be given similar breaks.
Sen. Towe said he wasn't opposed to this, but the problem at present
was acute with farming. Rep. Williams wanted to know why $50,000 was
chose and wanted to know if it could be changed to $25,000. Sen. Towe
said he had no Objection to this.

Rep. Vinger submitted that there would be no way a person could even
then pay for the land, even if the loan was interest free, due to the
high price of land.

Sen. Towe said this bill didn't address that situation; it addressed
the situation where the man is working for his father and needed some
help to buy that land. The idea is, with 15% and 16% interest, this
wouldn't be possible, but if existing owners can be encouraged to
sell at 9%, that is worth a lot to the State.

Rep. Vinger submitted that the net worth gqualification wouldn't enable
a person to own enough machinery to be able to make a go of it. Sen.
Towe said the person who was struggling away on a few hundred acres
and wanted more wouldn't be shut out by the reguirement.

The guestion was then called for on the motion that the bill BE CON -
CURRED IN AS AMENDED; motion carried 11 - 7; see roll call vote.

A Committee bill was then presented to the Committee which raised

the standard income tax deduction; see Exhibit "F." Rep. Nordtvedt
moved that the bill DO PASS. Rep. Nordtvedt estimated that the fiscal
impact would be $3.5 million over the biennium. The question was called
for; motion carried unanimously.

SENATE BILIL 150 was then considered. Rep. Nordtvedt moved that it bhe
amended from 40% to 30%, and applicability dates be inserted. Rep.
Neuman wondered if the language at the top of P. 4 could be amended

to apply only to smaller corporations. Rep. Williams said he had a
problem also with lines 2 - 7 on P. 4. He wanted to know why this lang-
uage was needed, and he submitted that it expanded the definition of
small corporations.
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The gquestion was called for on Rep. Nordtvedt's amendments; motion
carried unanimously. Rep. lNordtvedt moved that the bill BE CONCURRED
IN AS AMENDED.

Rep. Williams moved that the language inserted by the Senate on Page
4 be deleted; motion carried with Rep. Underdal opposed. See Exhibit
"G " for the amendments in their entirety.

Discussion then took place on the bill. Rep. Nordtvedt said the fiscal
impact of this bill would be $7 million in the biennium, Rep. Brand
said he was opposed to the bill because business had gotten enough

tax breaks already. The question was then called for and the motion
carried, with Reps. Harrington, Brand,Zabrocki, Dozier, Oberg and
Hart opposed.

The meeting was adjourned at 10:00 a.m.

Rep. Ken Nordtvedt, Chairman

da
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Exe3im st

Amendment to SB 163, Third reading copy

l. Page 5, line 8.

Following: 1line 7

Insert: " (i) make contracts, agreements, and other instruments
necessary or convenient for the exercise of its powers under
[sections 1 through 27];

(j) enter into agreements or other transactions w1th any federal:
state, or local governmental agency, any persons, and any domestic
or forelgn partnership, corporation, association, or organization
in carrying out [sections 1 through 27];

(k) enter into agreements or other transactions with and accept
grants and the cooperation of any governmental agency in furtherance
of [sections 1 through 27];

(1) delegate primary responsibility for determination and imple-
mentation of its projects to any federal governmental agency that
assumes any obligation to repay the loan, either directly or
by insurance or guarantee;

(m) accept services, appropriations, gifts, grants, bequests,
and devises and utilize or dispose of them in carrying out
[sections 1 through 27]};

(n) acquire real or personal property or any right, interest, or
easement therein by gift, purchase, transfer, foreclosure, lease,
or otherwise; hold sell, assign, lease, encumber, mortgage, or
otherwise dispose thereof; hold; sell, assign, or otherwise dispose
of any mortgage or loan owned by the board or in its control or
custody; release or relinquish any right, title, claim, interest,
easement, or demand, however acquired, including any equity or
right of redemption; do any of the foregoing by public or private
sale, with or without public bidding, commence any action to _
protect or enforce any right conferred upon it by any law, mortgage,
contract, or other agreement, bid for and purchase property at any
foreclosure or other sale or acquire or take possession of it in

. lieu of- foreclosure; and operate, manage, lease, dispose of, and
otherwise deal with such property in any manner necessary or
desirable to protect the board's ‘interests and the holders of its
bonds or notes and consistent with any agreement with such holders;

(o) service, contract, and pay for the servicing of loans;

(p) consent, whenever it considers it necessary, to the modificatio
of the rate of interest, time, and payment of any installment of
principal or interest, security, or any other term of any contract,
mortgage, mortgage loan, mortgage loan commitment, equipment or
livestock loan, or agreement of any kind, subject to any agreement
with bondholders and noteholders. :

Section 5. Financing programs of the authority. The authority
may:

(1) make loans to lending institutions under the terms and
conditions adopted by the authority requiring the proceeds to be
used by the lending institution for the making of loans for
agricultural land and impruvements in the state for persons
residing in the state;

(2) invest in, purchase or make commitments to purchase, and take
assignments from lending institutions of notes, mortgages, and other



Amendment to SB 163 (page 2)

securities for the acquisition, construction, rehabilitation, or
purchase of agricultural land and improvements in this state, under
terms and conditions adopted by the authority; -
(3) make, undertake commitments to make, and participate in
the making of loans to persons residing in the state for
agricultural land and improvements when the authority determines
that loans are not otherwise available, wholly or in part, from
private lenders upon reasonable equivalent terms and conditions.”
Renumber: subsequent sections.

2, Page 17, line 3
Following: 1line 2 : . : :
Insert: "Section 26. Beginning farmer quaranty fund. (1) The -
authority shall create a beginning farmer guaranty fund. The
fund shall be held by a trustee or other fiduciary designated by
the authority. There shall be deposited into the fund the proceeds w
of the sale of bonds authorized by [section 29] and such other
revenues and assets as the authority shall consider necessary to
comply with any contract or agreement entered into by the authority
under [this act].

(2) The amounts in the fund shall be used to satisfy any claim
resulting from a defaulted loan., The amounts in the fund may also
be used for any other purpose determined by the authority in
accordance with guaranty contracts with financial institutions
entered into pursuant to [this act], including without limitation, t e
protection of the interest of the authority in the acquisition of a =
farm or ranch during periods of loan delinquency or upon loan
defaults.

Section 27. Loan guaranty program. (1) The authority may -
guarantee and make commitments to guarantee payment required by
a loan for any acquisition of a farm or ranch upon such terms
and conditions as the authority may prescribe in accordance with
[this act]). 1In administering the guaranty program, the authority
may require the payment of a fee or premium, establish application
fees, and prescribe application, notification, contract and
guaranty forms, rules, regulations and guidelines, ' -

(2)- A loan guaranteed by the authority under [this act] shall:

(a) be made for the acquisition of a farm or ranch; *

(b) be financed initially from the proceeds of notes or bonds -
issued pursuant to [section 29];

(c) be made to a borrower approved by the authority or lerdlng
institution as responsible;

(d) contain complete amortlzatlon provisions satlsfactory to
the authorlty, and

(e) be in such prlnc1pa1 amount, be in such form, and contain
such terms and provisions with respect to property insurance, -
repairs, alterations, payment of taxes and assessments, delinguency
charges, and default remedies.

3

-
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(3) The authority is authorized from time to time to enter into
guaranties, insurance contracts, or any other agreement or contracts
with respect to the guaranty fund and any guaranteed loan. Any
such agreement or contract may contain terms and provisions
‘necessary or desirable in connection with the guaranty program
subject to the requirements established, including without
limitation terms and provisions relating to loan documentation,
review and approval procedures, origination and servicing rights
and responsibilities, default obligations, procedures and obliga-
tions, and obligations with respect to guaranty contracts made
under [this act].

(4) Any contract of guaranty made by the authority under the
authorization of [this act] -shall provide -that claims payable thereunde:
shall be paid from any amounts available in the economic development
guaranty fund and from any amounts available under the terms <f any
applicable contract or agreement with the financial institution which
originated the guaranteed loan. The obligation of the authority to
make payments under any such contract shall be limited solely to
such sources, and shall not constitute a debt or liability of the
authority or the state. Any guaranty contract and any rule,
regulation, or guideline of the authority 1mp1ement1ng the gUaranty
program may contain such other terms, provisions or conditions as the
authority considers necessary or appropriate, including without limitat:
those relating to the payment of guaranty premiums, the giving of
notice, claim procedure, the sources of payment for claims, the
priority of competing claims for payment, the release or termination
of loan security and borrower liability, the timing of payment, the
maintenance and disposition of projects and the use of amounts
received during periods of loan delinguency or upon default, and
any other provision concerning the rights of insured parties or
conditions to the payment of guaranty claims. Any premiums for the
guaranty of loan payments under the provisions of [this act] may be
determined on such basis, be payable by such person, and be payable
in such -amounts and at such times as the authority shall determine,
and the amount of the premium need not be uniform among the various
loans guaranteed.

(5) The minimum reserve requirement for the beginning farmer
guaranty fund shall be 10% of the aggregate amount of loans insured.
No loan may be insured by the authority if such loan together with
the aggregate of all other loans then insured exceeds 10 times
the amount of funds available in the beginning farmer guaranty
fund.

Section 28. Authority to request additional funds. (1) In
order to assure the maintenance of the beginniny farmer guaranty fund,
the chairman of the authority shall on or before September 1 in the
year preceding the convening of the legislature deliver to the governor
a certificate stating the sum, if any, required to restore the begin-
ning farmer guaranty fund to the minimum reserve requirement. The
governor shall include in the executive budget submitted to the
legislature the sum required to restore the beginning farmer guaranty
fund to the minimum capital reserve requirement. The legislature
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may appropriate all or any portion of the sum sO required from the -

income from the coal tax constitutional trust fund.

(2) All amounts remitted to the authority under this section
constitute advances to the authority and shall be repaid to the -
state treasury without interest from available operating revenues
of the authority in excess of amounts required for the guaranty
of loans. -

Section 29, General obligation bonds authorized to fund beginning
farmer guaranty fund. (1) The board of examiners, upon the recom-
mendation of the authority created by [section 4], may issue and
sell general obligation bonds--in an amount” not to exceed $5 million.
The bonds shall be issued, O*A afnd retired in the same manner as

prescribed in @th40-42,-ahap£2¥-e7-eeeﬁ-45 for the long-range

building program bonds. -
(2) The proceeds of the sale of the bonds authorized by sub-

section (1) shall be deposited in the beginning farmer guaranty
fund as provided in [section 26]." -
Renumber: subseguent subsections,
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STANDING COMMITTEE AMENDMENT

SB 163
1. Page 16, line 6.
Following: "more to a"
Strike: "beginning"
Following: "farmer"
Insert: ",who, along with his immediate family, will operate the
farm or ranch,"
2. Page 16, line 11.
Following: "$50,000"
Strike: ", provided the" and all of lines 12 and 13
Insert: ". Sale to a corporation will not qualify for this credit.

Any sale for a sale price in excess of $2,000,000 will not qualify
for this credit. The Department of Revenue may disallow the credit
upon a determination that the sale price has been increased above
the true market value to offset the low interest rate provided for
in this section."
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STANDING COMMITTEE
SB 163 Amendment
Page 7, line 14.

Strike: "$100,000"
Insert: "$200,000"
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STANDING COMMITTEE
SB 163 Amendment
1. Title, page 1, line 10.
Following: "FARMERS;"
Strike: "AND"
2. Title, page 1, line 11.
Following: "ACT"
Insert: " PROVIDING AN APPROPRIATION AND PROVIDING AN APPLICABILITY DATE"
3. Page 4, line 18.
Following: "through 29"

Insert: ‘"except for Section 6"

4. Page 5, line 23.

Following: "economic"
Strike: "diversity"
Insert: "adversity"

5. Page 17, line 23.

Following: 1line 22

Insert: "Section 29. Appropriation. There is appropriated from the
Coal Tax Constitutional Trust Fund income account the sum of $2,000,000
for the second loan fund set forth in Section 6."

Renumber: subsequent sections.

6. Page 18, line 4.

Following: 1line 3

Insert: "Section 31. Applicability date. The provisions of Section 23
shall apply to all taxable years commencing after December 31, 1980."
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Amendment to SB 163, Third reading copy

. PXED, Iine 8. . -
Following: ine 7
nsert: \"(i)™wake contracts, agreements, and other Anstruments
necessaky or cdqvenient for the exercise of its fowers under
[sectlons 1 throdgh 27]; \ :

ransagfions with any federal,
any pgrsons, and any domestic

(3) enter into agxeements or other
state, oOr chal govergmental agency,
or foreign partnershlp, corporation;, assgfiation, or organization
in carrying out [sectiony 1 through 27}/

(k) enter into agreements, or otHer gransactions with and accept
grants and the cqoperation d an{ goYernmental agency in furtherance
of [sections 1 thxough 27];

(1) delegate primary responsfphilJity for determination and imple-
mentation of its proqects to AnyYfederal governmental agency that
assumes any obligation to repay/the loan, either directly or
by insurance or guarantee; /

(m) accept services, a fép iations, glfts, grants, bequests,
and devises and utilize oK dfspose oX them in carrying out
[sections 1 through 27],,

(n) acquire real or pers#nal propert¥ or any right, interest, or
easement therein by gift, purchase, traksfer, foreclosure, lease,
or otherwise; hold sell, /fassign, lease, ‘encumber, mortgage, or
otherwise dispose theée. H holdf\sell, assign, or otherwise dispose
of any mortgage or 16a owned by ‘the board or in its control or
custody; release o:/re inguish any\rlght, itle, claim, interest,
easement, or demand, fowever acqulred including any equity or
right of redempticdn;/do any of the foreg01n« by public or private
sale, with or w1fho t public blddlng,\commen e any action to
protect or enforce any right conferred upon At by any law, mortgage,
contract, or othey agreement, bid for and purthase property at any
foreclosure or/ oyher sale or acquire or take possession of it in

. lieu of- forecﬁo ure; and operate, manage, lease, dispose of, and
otherwise deél with such property in any mannex necessary or
desirable to dfrotect the board's ‘interests-.and the holders of its

onds or n6btfs and consistent with any agreemeny with such holders;

(o) se ife, contract, and pay for the servicilng of loans;

(p) c ént, whenever it considers it necessary, to the modificati
of the xrpke of interest, time, and payment of any installment of
princip#l or interest, security, or any other tendm of any contract,

mortggde, mortgage loan, mortgage loan commitment\ equipment or
llvg- ock loan, or agreement of any kind, subject\to any agreement
oMo -y 810 orteno.loerse |}
lSectlon 5. Financing programs of the authority. The authorlty
may:

(1) make loans to lending institutions under-‘.r terms and
conditions adopted by the authority requiring the proceeds to be
used by the lending institution for the making of loans for
agricultural land and improvements in the state for persons
residing in the state;

(2) invest in, purchase or make commitments to purchase, and take
assignments from lending institutions of notes, mortgages, and other

g




- Aamendment to SB 163 (page 2)

securities for the acquisition, construction, rehabilitation, or
- purchase of agricultural land and 1mprovements in this state, under
terms and conditions adopted by the authority;

(3) make, undertake commitments to make, and participate in
the making of loans to persons residing in the state for
agricultural land and improvements when the authorlty determines
that loans are not otherwise available, wholly or in part, from
private lenders upon reasonable equivalent terms and conditions.”

Renumber: subsequent sections.
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/ #. Page 17, line 3 ?-

5‘_ Following: line 2 , ‘ :
\ Insert: "“Section . Beginning farmeriﬂuaranty fund. (1) The
authority shall create a beginning fa#her guaranty fund. The
fund shall be held by a trustee or other fiduciary designated by
Ei;; the authority. There shall be deposited into the fund the proceeds
of the sale of bonds authorized by [section and such other
revenues and assets as the authority shall consider necessary to
comply with any contract or aqreement entered into by t authority
under f‘t‘t proveaome & Caschon M 33 }e
(2) The in they fund shall be used to satisfy any claim
Yed loan. The,ﬁﬁd‘ﬂb$“1n he fund may also

resulting from a defaul

entered into pursuant to , including without limitation, the
protection of the interes authority in the acquisition of a
farm or ranch during periods of loan delinguency or upon loan
defaults. 5

Section . Loan guaranty program. (1) The authority may
guarantee and make commitments to guarantee payment required by
a loan for any acquisition of a farm or ranch upon such terms
conditions as the authority may prescribe in accordance with
In administering the guaranty program, the authority
e the payment of a fee or premium, establish application
and prescribe application, nOtlflCathh, contract and
2 ines.
(2) A loan guaranteed by the authorlty under‘
b (a) be made for the acquisition of a farm or ranch;
(b) be financed initiallé from the proceeds of notes or bonds

shall:

.
1

issued pursuant to [section
approved by the authority or lending

-~ (c) be made to a borro
institution as responsible;
(d) contain complete amortlzatlon provisions satisfactory to
- the authorlty, and
(e) be in such prlnc1pa1 amount, be in such form, and contain
such terms and prov151ons with respect to property insurance,
repairs, alterations, payment of taxes and assessments, delincguency
- charges, and default remedies.




Amendment to SB 163 (page 3)

(3) The authority is authorized from time to time to enter into
guaranties, insurance contracts, or any other agreement or contracts
with respect to the guaranty fund and any guaranteed loan. Any
such agreement or contract may contain terms and provisions
_necessary or desirable in connection with the guaranty program
subject to the requirements established, including without
limitation terms and provisions relating to loan documentation,
review and approval procedures, origination and servicing rights
‘and responsibilities, /default obligations, procedures and obliga-
tions, and obligations with respect to guaranty contracts made
under QEhis aet]> ,

(4) Any contract of guaranty made by the authority under the
authorization of(Jthis” act] shall provide that claims payable thereund
shall be paid from any amounts available in the economic development
guaranty fund and from any amounts available under the terms ¢f any
applicable contract or agreement with the financial institution which
originated the guaranteed loan. The obligation of the authority to
make payments under any such contract shall be limited solely to
such sources, and shall not constitute a debt or liability of the
authority or the state. Any guaranty contract and any rule,
regulation, or guideline of the authority implementing the guaranty
program may contain such other terms, provisions or conditions as the
authority considers necessary or appropriate, including without limita
those relating to the payment of guaranty premiums, the giving of
notice, claim procedure, the sources of payment for claims, the
priority of competing claims for payment, the release or termination
of loan security,and borrower liability, the timing of payment, the
maintenance and/éisposition of projects and the use of amounts
received during periods of loan delinquency or upon default, and
any other provision concerning the rights of insured parties or
conditions to the payment of guaranty claims. Any premjums for the
guaranty of loan payments under the provisions ofay be
determined on such basis, be payable by such person, and Be payable
in such -amounts and at such times as the authority shall determine,
and the amount of the premium need not be uniform among the various
loans guaranteed.

(5) The minimum reserve requirement for the beginning farmer
guaranty fund shall be 10% of the aggregate amount of loans insured.
No loan may be insured by the authority if such loan together with
the aggregate of all other loans then insured exceeds 10 times
the amount of funds available in the beginning farmer guaranty
fund.

Section(é%E Authority to request additional funds. (1) In
order to assure the maintenance of the beginniny farmer guaranty fund,
the chairman of the authority sha D_OF bef.ox:es %H—,ember 1 in the
year preceding the convening of 4 egislatﬁ!‘E“cfe iver to the governo
a certificate stating the sum, if any, required’to restore the begin-
ning farmer guaranty fund to the minimum reserve requirement. The
governor shall include in the executive budget submitted to the
legislature the sum required to restore the beginning farmer guaranty
fund to the minimum capital reserve requirement. The legislature



Amendment to SB 163 (page 4)

may appropriate all or any portion of the sum so required from the
income from the coal tax constitutional trust fund.

(2) All amounts remitted to the authority under this section
constitute advances to the authority and shall be repaid to the
state treasury without interest from available operating revenues
of the authority in excess of amounts required for the guaranty

of loans. .
Section§§§§9 General obligation bonds authorized to fund beginning
farmer guar y fund. (1) The board of examiners, upon the recom-
mendation of the authorlty created by [section 4], may issue and

sell general obligation bonds in an amount not to exceed $5 million.

The bonds shall be issued, o.§¢ and retired in the same manner as
prescribed in @4%4G—JJq—iﬁHéié;hgg—fﬁ¥$—4q for the long-range
building program bonds.

(2) The proceeds of the sale of the bonds authorized by sub-
section (1) shall be deposited _in the beginning farmer guaranty
fund as provided in [section Q="

Renumber: subsequent sesection
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- ; Page 18, ‘ime—é,

Following: 1line 3 gg_
Insert: "Section 35.’ Applicability date. The provisions of {ection

- -admeEr apply to wig® taxable years omsuSenesems after December 31, 1980."
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FISCAL NOTE MAY BE NECESSARY
JOINT RUL® &.76

BILL NOe

INTRODUCED BY

BY REQUEST OF THE HOUSE COMMITTEE ON TAXATION

A BILL FOR AN ACT ENTITLED: AN ACT TO 1INCREASE THE
STANDARD DEDUCTION ALLOWED FOR INCOME TAX PURPOSES; AMENDING
SECTION 4 OF INITIATIVE NO. 863 AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Section 4 of Initiative Noe 86 is amended
to read:

wSection 4. Section 15-30-122y MCAy is amended to
read:

n"15-30-122. Standard deductione (1) In the case of a
resident individualy a standard deduction equal to 5% 20%
of adjusted gross income shall be allowed if elected by the
taxpayer on ;his returne ?ﬁé standard deduction shall be in
lieu of all deductions allowed under 15-30-121« The maximum
standard deduction shall be %$3y060 £12500: as _adjusted under
the _provisions _of _subsection (2)y except in the case of a
single joint return of husband and wife the maximum standard
deduction shall be $2y000 $3:000s _2as _adjusted__under _the

preovisions _of _subsection {2)e The standard deduction shall

not be allowed to either the husband or the wife if the tax
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of one of the spouses is determined without regard to the
standard deductione For purposes of this sectione the
determination of whether an individual is married shall be
made as of the last day of the taxable year; providedy
howevery it one of the spouses dies during the taxable yeary
the determination shall be made as of the date of deathe
42)__By _November _1_of gach years the department _sball
nultiply the maximum standard deduction for single _returns
and_ _joint _returps_ by the_ inflation factor for that taxable
year_aod_round the nroduct to the nearest_$10e. The resulting
adjusted _deductions are.effective for_that taxable year _and

shall _be used in calculating the tax imposed. in 15-30-10Q3.""
Section 2. Effective date -- applicabilitye This act

is effective on passage and approval and applies to taxable

years beginning after December 31y 1980.

-End~
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Montana
IMerchandising
nc.

March 20, 1981

Rep. Ken Nordtvedt, Chairman
House Taxation Committee
State Capitol

Helena, Montana 59601

Dear Sir:

Montana Merchandising, Inc. is a locally owned and operated
Montana Corporation, dealing in the marketing of Montana pro-
duced Wheat and Barley. We currently own and operate five
elevators located in Montana. With the availability of unit
train freight rates it is necessary for us to build new and
remodel existing facilities in order to remain competitive
with major Grain Companics.

The passage of Senate Bill 361, allowing for favorable tax
treatment for Domestic International Sales Corporations (DISC)
would allow our Corporation to reinvest our tax savings in
Montana, as well as injecting new dollars into the Montana
economy. We support the passage of Senate Bill 361,

Sincerely,

My 2P

Gary A/
Secretary-Treasurer
MONTANA MERCHANDTSTNG, TNC.

GAB/v
cc: Committee Members

P.O. Box D/ 800 Crescent Drive
Great Falls, Montana 59403 / (406) 761-5764




