MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

January 26, 1981

The twelfth meeting of the committee was called to order at 8:00
a.m., Room 415, State Capitol Building, Senator Pat Goodover pre-
siding.

ROLIL CALL: All members were present.

CONSIDERATION OF SENATE BILL 213: Sponsoring Senator Harold Dover
said this bill tries to approach motor vehicle fee licensing in
two different ways: 1) trying to help counties keep their tax
base, and 2) considering the weight of the vehicle for assessment.
He said this bill doesn't address the first part of what he hoped
to accomplish. He felt that by using weight to determine the fee
this approach would also determines the quantity of fuel you use
so this bill taxes for what the vehicle does for the individual
owner.

PROPONENTS: Mike Stephen, Montana Association of Counties, said
this bill is above par with many other fee bills being considered,
as far as getting size of vehicles assessed and also to measure
the effect on the environment.

In answer to a gquestion by Senator Eck, Sen. Dover said he wasn't
sure what the answer was as far as getting a Federal tax deduction
credit if the charge was called a fee, rather than a tax. Sen.
Dover also said the annual fee would be between $50 and $200.

CONSIDERATION OF SENATE BILL 130: Senator Etchart explained that
this was a bill to exempt new agricultural implements and eguipment
held for sale by a dealer from property taxation. He explained

that tecause of the long lead time required to get machines in stock
a lot of this equipment is shipped to the dealers to hold but is
still owned by the manufacturer. It sometimes happens that the
dealer is assessed the property tax.

PROPONENTS :

Ed Swanson, Implement dealer from Glasgow, testimony is attachment
#1.

Clark Pyfer, Montana Chamber of Commerce.

Lee Johnson, Glenn Gifford, and Jim Johnson, Great Falls.

OPPONENTS :

Mike Stephen, Montana Association of Counties, said the reason his
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group is against it is because it affects taxable valuation.

Senator Elliott mentioned a bill he has int:oduced dealing
with status of inventory and said that bill would eliminate all
business inventories from taxation and would include this bill.

Hearing was closed on Senate Bill 130.

CONSIDERATION OF SENATE BILL 102: Senator Himsl presented this bill,
attachment #2, which is for an act to provide a graduated tax on
property for certain low income and elderly persons and to adjust
upward certain income qualifications for assessment of property

tax. He asked Dennis Burr to comment on any fiscal ramifications.

Mr. Burr said the fiscal note places a pric=> on this bill of

9 1/2 million dollars and he didn't think taie revisions would make
that amount of difference. He suggested asking for more inform-
ation on the fiscal note.

PROPONENTS: Ed Sheehy, NARFE.

Questions from the committee revealed the fiscal note has a tech-
nical note asking for further definition of a person with depen-
dent children.

Senator Himsl said he felt young single or divorced people needed
the tax break as much as the elderly. Ellen Feaver said she would
check with her staff to see if there is further information the
committee would need to consider this bill.

Hearing on Senate Bill 102 was closed.

CONSIDERATION OF SENATE BILL 126: Senator Severson explained this
fee bill which deals with valuation used on all types of vehicles.
Presently, we are being taxed on retail value and he said he would
attempt to show that taxpayers shouwld be taxed on wholesale value,
which is retail less the profit margin and reconditioning costs.
He said House Bill 70 determined that market value was to be used
for taxation purposes. The Department of Revenue established that
that was retail value. Senator Severson handed out information
dealing with book values, attachment #1, suggesting the penned
figures be used. Attachments 2-7 are supportive arguments for

his bill.

PROPONENTS: James Mockler, Montana Coal Board. He said he would
like to propose an amendment to this bill and submitted it,
attachment #8.

Ken Hoovestol, Montana Snowmobile Association and Montana Marine
Trade Association suggested that we retain the word "watercraft"”
in the proposed amendment.



Page Three
Minu- es of the Taxation Committee Meeting
Janut ry 26, 1981

Larr: Huss, Montana Contractor's Association and Montana Taxpayers
Assoc iation, felt wholesale valuation was fair.

Jerry Raunig, Montana Auto Dealer's Association, attachment #9.

Ben havdahl, Montana Motor Carriers Association, said it is very
difficult to come up with a blue book on large over-the-road
trucks, but felt the average 80% percent in the bill is reason-
able.

Avis Ann Tobin, Montana Hardware and Implement Association.

Jim Manion, Montana Automobile Association, said his membership
suppcrts a flat fee system for vehicles.

Slim Slattery, former bureau chief 6f the personal property division,
DOR, said he came at the request of Senator Severson and felt

rules would have to be changed or amended as the administrative
process is hard to handle by county assessors. He said House Bill

70 ceused the problem that all property must be taxed at fair market
value.

Terry Murphy, Montana Farmer's Union, said he was concerned with
the bill as it affects farmers and property.

Alice Fryslie, Montana National Farmers Organization and Montana
Cattleman's Association.

OPPONENTS: Mike Stephen, Montana Association of Counties, said
that while only a small amount of money was involved, it still
has an effect on local government.

Senator Severson closed by saying that page 4, section 2, line 5,
lists what the present law is and said we're looking at a diff-
erence of opinion as to what value is.

Hearing was closed on Senate Bill 126.
RE-CONSIDERATION OF SENATE BILL 77: Senator Towe proposed two

amendments to this bill. Because time was running short, it was
decided to go over the amendment language at another time.

The meeting was adjourned.

PAT M. ‘WGVER, CHAIRMAN
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2ly Janvary 19€1
FARM EQUIPMENT
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Parm Equiprent whole goods are also subjett to transfer from a FARM EQUIPMENT
decalers inventory. The rovement of whole good inventorv from one SALES, INC.

dealer to another is a standard prpcedure in the Indusirr, esp. in
‘inntana where we ar. so0 fas rencved from the orimary D"ctr‘ totion
centes. Once taxed inventory is transferred it is 17kelr he will

n
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In ITmitana, the Auteonelive Dealer is relieved for good reason of the MARKLE'S
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VALLEY IMPLEMENT
CO., INC
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President MFE|
ZERBE BROTHERS

cc: llarkle's - Tom Markle
Form Fguismrent Sales - Td Swanson
Town 4 Rarnch Servicenter - Don Potter
Valley Implement - Larry Logare
7erbe Pros - Paul Zerbe
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SENATE BILL 102 PROPERTY TAX STNATOR HIMSL S& ro2

S.B. 102 would change a section of Class 4 property tax
application by increasing the level of income from all sources
for relief, but the amount of relief would be determined by
an income scale to which would be applied a percentage of the

normal rate.

The first qualification would be that the beneficiary
be a 60 year-old Montana resident where annual income from
all sources would not exceed $12,000 for a single person and

$15,000 for a married couple.

Also qualifying would be any person with dependent children
whose income did not exceed $12,000. The old law was limited
to widows or widowers--this suggested change would extend

possible relief to youna divorcees.

This bill would also raise the income levels for retirees
qualifying special tax relief on campers and mobile homes--
again to $12,000 for single and $15,000 for married couples.

See page 4, line 6.

-

Further, this bill would increase the level for disabled
veterans in meeting certain residence exemptions, again
raising to $12,000 for a single person and $15,000 for a married

couple.

The reason for raising the qualifying level is to include
income from all sources. For example, as it is now--a married
couple might get $4800 from Social Security and $4,000 from
another pension, and at $8800N he is without anv relief, yet

he cannot afford to pay a tax of 300 mills on a $25,000 home
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for a tax bill of $641.25.

Also, it should be understood that this tax relief applies
to only the first $35,000 or less of fhe market value on any
improvement on real property--that is homes, trailer or mobile
home used as a permanent dwelling and on land not exceeding
5 acres or under contract for deed and actually occupied at

least 10 months out of the year as a primary dwelling.

I am told under our appraised standards, that in effect
such property is appraised on a so-called market value, but
actually is estimated to be about 45% of the selling price--
so there is little in the $35,000 ceiling--$35,000 value could

mean a place selling for $77,777.

The problem is a serious one for retired people, a couple
retires on -- say $6,000 income from social security and another
$6,000 from a retirement program so have $12,000 a year. They
buy a modest little place for $20,000. The man is a bit handy,
he adds a room so the kids can visit, adds a car port, the wife
has always wanted a fire place, he paints the place and dec-
orates with fancy shutters—--and then the appraiser comes by
and says they have at least a $35,000 house. So under our
present law our retirees cannot qualify for relief and their
tax bill in a popular city would be $897.75--2.56% of the
appraised value and 7.48% of their income for just pfoperty
tax~--this does ont include interest, insurance nor maintenance.
This makes a total cost beyond their means to support, and they

have to sell.
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Under thls bill on a sliding scale--a married couple
with a $12,000 a year income on a property appraised at
$35,000 value, the mill levy is 300, the tax would be $538.65

or 4.48% of their income.
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Single Person

Appraisal
Income

Single Person

Appraisal
Income

Appraisal
Income

Married
Appraisal

Income

Appraisal
Income

Appraised house

Taxable

$ 8,000
2,995

15,000

9,980

18,000
11,500

Property Tax

Tax

none

Tax—-Present

384.75

461.70

khkkhkkkkkhkkkkxk

15,000
8,800

25,000
14,000

Tax—-Present

384.75

641.25

F ok dkkkdkkdkkdkkkhkkx

$25,000 x

2137.50

Senator Himsl

Under Bill

230.85

415.50

Under Bill

173.35

577.12

2,137.50 x 300 mills = $641.25
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Mrs. A--Proposed Single

Selling price . « « « « « « « . . . $25,000

Market Value (40) . . . . . . .+ . . 10,000

Total Income . « « + « « o« o o o = 4,800 Social Security
3,600 Pension
8,400

$8400 leads to 60% rate

60% of 8.55 = 5.13 Presently=

10,000 x 5.13 = $5.13 taxable 10,000 x 8.55 = 855 x .334
513 x .334 (mills) = $171.34 tax |, $285.57

kkhkkhkkkkhkrhkkx

Mr & Mrs. Rich Married

Selling Price e « +« o < « <« « . S$50,000

Market Value (40%) e e e e e e e 20,000

Total Income e+ + « e+ + « <« <« 13,000

13,000 rate 90% Presently

90% of 8.55 = 7.70 20,000 x 8.55 = 1710 x
20,000 x 7.70 = 1540 taxable 334 = $571.14

1540 x .334 = $514.36

Selling Price 10,000 Single

Market Value (40) e e e e e e e e 4,000
Total Income e e e e e e e 4,800
4800 —> 30% of 8.5 Presently

4,000 x 2.57 = $102.80 taxable 171 x .334 = §57.11

30% of 8.55 = 2.57 l 4,000 x 4.275% = 171
102.80 x .334 = $34.34
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DIFFERENCE
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SUMMARY OF REVIEW SHOWING PERCENTAGE OF WHOLESALE - S
VALUE TO RETAIL OR RESALE VALUE

Farm Equipment 80%
Boats 75%
Motorcycles : 73%
Construction Equip. 69% to 60%
Pickups 84% to 68%

Cars- 85% to 60%
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Sen. Elmer Severson
STATEMENT OF INTENT

Section 2 of Senate Bill No. 126 requires that the Department
of Revenue adopt rules to implement the provisions relating to
"average wholesale value" contained in sections 1 and 2.

Since different national appraisal guides use various language to
describe "average wholesale value" it is the intent of the Legislature
that in preparing "average wholesale value" tables, in instructing
departmental employees on the use of national appraisal guides and

in establishing rules to govern the administration of sections 1

and 2, the following terms shall be used:

National appraisal guide Column that denotes "average wholesale
value" is marked

National Automobile Dealers

Association: Official

Used Car Guide (McLean, Va:

National Automobile Dealers

Used Car Guide) Av'g Trd-In

Green Guide: The Handbook

of New and Used Construction

Equipment Values (Palo Alto,

California: Equipment Guide-

Book Company) Whsle.

Blue Book: Outboard Motor

Trade-In Guide; Fresh Water

and Salt Water (Overland Park,

Kansas: ABOS Marine Publica- Estimated Current Value
tions Division) Less Repairs: High

Blue Book: Boat Trailer
Trade-In Guide (Overland Park,

Kansas: ABROS Marine Publica- ‘ Estimated Current Value
tions Division) Less Repairs: High
Blue Book: Outboard Boat Trade- Estimated Current Value
In Guide (Overland Park, Kansas: Less Repairs: High

ABOS Marine Publications Division)

Blue Book: Inbocard/Outdrive Boat

Trade—-In Guide (Overland Park,

Kansas: ABOS Marine Publications Estimated Current Value
Division) Less Repairs: High

Motorcycle, Moped and Mini-Bike

Trade-In Guide (Overland Park,

Kansa: ABOS Marine Publications Estimated Current Value
Division) Less Repairs: High
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Official Guide: Tractors and

Farm Equipment (St. Louis, Mo.

National Farm and Power Services,

Inc.) Av'g As Is

Truck Blue Book (Chicago, Ill:
National Market Reports, Inc.) Avg Retail Value*

* It is the intent of the Legislature that the department will use
a factor of 80% of the "Avg Retail Value" indicated in the
Truck Blue Book cited above.
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"™ Beaverhead $ 2,532,002 2,025,602 184 $ 465,888 $ 372,711 $ 93,177
Big Horn 6,519,273 5,215,418 88 573,696 458,957 114,739
8laine 3,113,898 2,491,118 130 404,807 323,845 80,962
wBroadwater 1,518,834 1,215,067 176 267,315 213,852 53,463
Carbon 2,922,639 2,338,111 166 485,158 388,126 97,032
Carter 1,764,395 1,411,516 194 342,293 273,834 68,459
wwCascade 11,286,247 9,028,998 236 2,663,554 2,130,844 532,710
Chouteau 6,734,330 5,387,464 158 1,064,024 851,219 212,805
Custer 3,660,690 2,928,552 253 926,155 740,924 185,231
Daniels 2,450,340 1,960,272 206 504,770 403,816 100,954
“*Dawson 4,264,886 3,411,909 232 989,454 791,563 197,891
Deer Lodge 1,431,165 1,144,932 277 396,433 317,146 79,287
Fallon 2,006,990 1,605,592 106 212,741 170,193 42,548
*Fergus 5,102,637 4,082,110 205 1,046,041 836,833 209,208
Lathead 4,476,069 3,580,855 235 1,051,876 841,501 210,375
< l2tin 10,493,861 8,395,089 232 2,434,576 1,947,661 486,915
wGarfield 1,566,150 1,252,920 176 275,642 220,514 55,128
Glacier 2,583,623 2,066,898 147 379,793 303,834 75,959
Golden Valley 805,085 644,068 169 136,059 108,848 27,211
Granite 824,361 659,489 196 161,575 129,260 32,315
i1l 6,804,135 5,443,308 188 1,279,177 1,023,342 255,835
Jefferson 1,309,015 1,047,212 231 302,383 241,906 60,477
Judith Basin 1,887,989 1,510,391 188 354,942 283,953 70,989
w1ake 3,626,757 2,901,406 192 696,337 557,070 139,267
Lewis & Clark 9,431,302 7,545,042 269 2,537,020 2,029,616 507,404
Liberty 2,491,625 1,993,300 152 378,727 302,982 75,745
wLincoln 4,381,053 3,504,842 201 880,592 704,473 176,119
Madison 2,296,579 1,837,263 172 395,012 316,009 79,003
McCone 2,999,734 2,399,787 184 551,951 441,561 110,390
Meagher 864,482 691,586 193 166,845 133,476 33,369
Mineral 420,176 336,141 283 118,910 95,128 23,782
Missoula 14,338,489 11,470,791 261 3,742,346 2,993,876 748,470
Musselshell 1,267,158 1,013,726 134 169,799 135,839 33,960
" park 2,724,022 2,179,218 201 547,528 438,023 109,505
Petroleum 567,178 453,742 122 69,196 55,357 13,839
Phillips 2,617,573 2,094,058 140 366,460 293,168 73,292
s=Pondera 3,632,873 2,906,298 179 650,284 520,227 130,057
Powder River 2,170,267 1,736,214 94 204,005 163,204 40,801
Powell 1,580,817 1,264,654 196 309,840 247,872 61,968
~ “rairie 1,135,990 908,792 185 210,158 168,127 42,031
N 211i 6,245,945 4,996,756 190 1,186,730 949,384 237,346
Richland 7,248,565 5,798,852 128 927,816 742,253 185,563
Roosevelt 3,947,436 3,157,949 185 730,276 584,221 146,055
= Rosebud 3,116,746 2,493,397 95 296,091 236,873 59,218
Sanders 1,667,218 1,333,774 201 335,111 268,089 67,022
Sheridan 4,184,818 3,347,854 113 472,884 378,308 94,576
«= Silver Bow 9,658,020 7,726,416 259 2,501,427 2,001,132 500,285
Stillwater 2,230,551 1,784,441 187 417,113 333,690 83,443
Sweet Grass Y,241,1724 993,375 ie8 268,610 166,888 41,722
Teton 3,734,565 2,987,652 200 746,913 597,530 149,383
Toole 3,758,091 3,006,473 138 518,617 414,893 103,724
* Treasure 764,782 611,826 165 126,189 100,951 25,238
Valley 4,899,880 3,919,904 205 1,004,475 803,580 200,895
Wheatland 888,072 710,458 209 185,607 148,486 37,121
= Wibaux 1,324,735 1,059,788 133 176,190 140,952 35,238
llowstone 19,099,921 35,279,937 207 3,953,684 3,162,947 790,737
L



FOOTNOTES

1.

The actual decreases vary from 20% to 50%, so the 20% decrease is a lower bound
estimate of the decrease in taxable valuation.

This average levy applies only to county and school levies. City and town levies
are not included, thus the revenue estimates are probably undervalued.

The estimated revenue loss would be larger if city and town levies could be
added to the average levy.



Amendments to SB 126

Page 4: 1line 9, delete "automobiles, motor"
Page 4: line 10, delete the line through "agricultural"
Page 4: 1line 12, delete entire line

Page 4: 1line 13, delete "boats"

Paragraph (b) would then read:

(b) The market value of all tools, implements, machinery,
vehicles of all kinds, and all watercraft is the average wholesale
value shown in national appraisal guides and manuals or the value
of the vehicle before reconditioning and profit margin. The
department of revenue shall prepare valuation schedules showing
the average wholesale value when no national appraisal guide
exists.
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