MINUTES OF THE MEETING OF THE HOUSE TAXATION COMMITTEE
March 16, 1983

The meeting was called to order at 8:00 a.m. by Chairman
Yardley. Roll Call was taken and all committee members were
present.

Testimony was heard on SB 204 and HJR 33 during this meeting.

SENATE BILL 204

SENATOR TOM KEATING, District 32, sponsor of the bill, said

SB 204 is an act to exempt the right of entry from property
taxation. Senator Keating said last fall at a landowner and
mineral owner association meeting, they passed a resolution

to repeal the right of entry tax and asked that Senator Keat-
ing sponsor a bill to that effect. He said the right of entry
tax is a hardship on assessors because it is difficult to keep
track of severed minerals. The law requires the Department

of Revenue to assess a market value. There is no market value
of the right of entry. There is a market value on severed
minerals or minerals in place. That market value is established
by supply and demand. Right of entry doesn't give anyone the
right to grant leasing. Ownership is in the mine interest and
not in the right of entry. It would cost millions of dollars
to tell what should be taxed.

Proponents

CHARLES GRAVELEY, representing the County Assessors Association,
echoed Senator Keating's testimony. Taxation of right of entry
is generally done at the request of an individual who maintains
right of entry and is seeking assessment and taxation, believing
it gives that individual the right to the minerals. If you do
not have minerals but maintain right of entry, there is no market
value.

CARL RIECKMENN, representing the Montana Petroleum Association,
said the association would like to go on record in support of
SB 204.

There were no opponents testifying on SB 204.

SENATOR KEATING closed his presentation on SB 204.

Questions were heard from the committee at this time.

REPRESENTATIVE DOZIER said in 1979 when the legislature tried to
repeal this, all the mineral owners came in and opposed that
measure. Senator Keating said he was not here is 1979 so he could
not speak to what happened then.
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REPRESENTATIVE WILLIAMS said at that same time Musselshell

County came in in opposition to the repealer measure. They

were collecting taxes then. Are they still doing that?

Senator Keating said they are but the assessment is made on

the right of entry. They are assessing the right of entry

tax on some of the severed minerals in the county. They do

not have a handle on all of them. They sort through on particular
leases to determine who has severed minerals and they do not know
the net mineral acre. They make the assessment on the right of
entry but most people ignore it. The practice in Musselshell
County is inconsistent because they are not taxing everyone

the same. For them to determine exactly who has severed minerals
and to what extent would cost them hundreds of thousands of
dollars to abstract everything.

REPRESENTATIVE BERTELSEN asked what the word "mesne" means.
Senator Keating said it means "many".

SENATOR KEATING said there is no fiscal note because this bill
would not affect the Department of Revenue. The only county
affected, basically, is Musselshell County.

The hearing was closed on SB 204.

HOUSE JOINT RESOLUTION 33

REPRESENTATIVE JACK RAMIREZ, District 64, said HJR 33 is a new
approach to estimation of revenue and making an attempt to balance
the budget. Usually the final revenue figure is not agreed upon
until the last few days of the session. There was very little
legislative participation in that process and very little public
participation. This resolution will make it possible for the
public and legislators to be involved.

The resolution contains three basic points:

1. There is a complete list of special revenues.
This may contain the most comprehensive list
of special state revenues that has been
documented.

2. The general fund revenue is broken down into
categories. It includes assumptions used by
the Legislative Fiscal Analyst (LFA) to arrive
at their estimates.

3. The resolution contains an anticipated beginning
balance. The special fund revenue estimate is
$597,400,000. The general fund revenue estimate
is $693,200,000. The beginning balance is $56,300,000.
The starting estimate is $1,346,900,000 for state
revenue alone.
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The sponsors of the resolution considered the figures given
as starting points only. These figures were furnished by

the Legislative Fiscal Analyst (LFA). The Office of Budget
and Program Planning (OBPP) also has some figures. Both
offices are fairly close in the estimates. The purpose of

the resolution is not to pit the LFA against the OBPP. The
purpose is for them to come in with an estimate assumption and
let this committee determine if the assumption is correct.

The resolution, in its present form, is a starting point based
upon the law as it exists today. As the law is changed, there
have to be adjustments in the figures. There should be an
amendment to the resolution whereby if we change anything, that
would affect the revenue, we would adopt the amendment to change
the resolution.

REPRESENTATIVE RAMIREZ passed out copies of amendments to HJR 33. -
(See EXHIBIT 1.)

REPRESENTATIVE RAMIREZ passed out copies of a breakdown of the
earmarked revenue account for public school equilization. (See
EXHIBIT 2.)

REPRESENTATIVE RAMIREZ said this resolution should be handled so
that it reflects any changes made in revenue. The resolution
should go onto the floor of the House just before the appropria-
tions bill. He said we are not required to submit a balanced
budget to the Senate but evervone wants to try to pass over a
balanced budget. This resolution will be of great assistance to
the representatives in order to arrive at a balanced budget.

REPRESENTATIVE RAMIREZ asked the committee to keep the following
in mind:

1. The figures given are just starting points.

2. The LFA and OPBB are not appearing before this
committee as proponents or opponents of HJR 33,
they are just giving their interpretation of
what is available.

JUDY CURTIS, representing the Office of the Legislative Fiscal
Analyst, said the Office of the LFA prepared the projections of
state special revenue and general fund revenue contained in HJR
33. She outlined some of the assumptions which underlie those
revenue projections.

None of the revenue projections in the introduced resolution were
adjusted for the effects of legislation passed by or pending

before the 48th Legislature. Within state special revenue, the
major accounts in terms of dollars of revenues received are the
school equilization account and the highway special revenue account.
The $112 and $122 million shown as public school equalization
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revenue, on page 3 of the resolution, represent money collected
directly by the state. The largest single source of that revenue
is 25% of individual income taxes. The account also receives

25% of corporation taxes, 62.5% of the state's revenue from
federal mineral leases, interest and income money, and revenue
from the coal tax and interest on coal taxes. The assumptions
behind this forecast are consistent with those used in projecting
general fund revenues. The school account also receives money
from counties which raise more money from the 40 mill property

tax levy than is needed to fund foundation program requirements in
that county. This money is in addition to that shown in the list
of special revenues. In fiscal year 1982, these receipts amounted
to about $10 million.

The projection of highway special revenue is based on the assump-
tion that current law remains in place and that recent trends

in gasoline and diesel fuel sales continue. If the tax rates
were raised as HB 16 proposes, substantially more revenue would
be available.

For the 1985 biennium, the LFA office is projecting general fund
revenue to total $693 million. The total was found by projecting
revenues individually for about 20 categories of revenue which
are deposited in the general fund.

Individual income tax is the largest single source of general

fund revenue. It is projected to be $110 million for FY'84 and
$117 million for FY'85. Several assumptions underlie that projec-
tion:

1. Apart from losses due to Anaconda layoffs, the
employment level in Montana will show little
change over the forecast period.

2. Incomes from wages and salaries grow somewhat
faster than the inflation rate. Inflation
will be approximately 4.5% between 1982 and
1983 and 6% between 1983 and 1984.

3. No investment tax credit consistent with the
Department of Revenue's position last fall.
Reinstating the credit at 30% of the federal
would reduce the general fund revenue by
approximately $8 million a year, based on
fiscal 1982 figures.

Long-range cond excess is projected to yield $25 million in

FY'84 and $27 million in FY'85. The sinking account receives
revenue from individual and corporation income taxes and cigarette
and tobacco taxes. After maintaining a balance equal to the
maximum remaining principal and interest payments, the excess is
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transferred to the general fund. Since most of the revenue
comes from income taxes, the amount available for transfer
depends on individual and corporation taxes.

Corporation taxes are projected to vield $25 million in FY'S34
and $27 million in FY'85. The projection reflects the impact
of economic recovery on corporate profits and the effect of
federal depreciation (or accelerated cost recovery) method
adopted by the federal government in 1981.

Coal severance taxes are projected to yield $17 million in
FY'84 and $23 million in FY'85. Coal production is forecast

to rise modestly from the current level as economic recovery
pushes up demand for coal and Colstrip 3 comes on line. Price
rises by about 13% annually as it is pushed up by inflation and
higher royalty rates.

Interest on investments is projected to yield $27 million in
FPY'84 and $25 million in FY'85. The balance available for
investment declines from its current level of about $260 million
to $239 million in fiscal 1984 and $229 million in fiscal 1985.

Coal trust interest is projected to yield $18 million in FY'84
and $24 million in FY'85. The interest projection was developed
to be consistent with the forecast of coal severance taxes and
assumes that 85% of the interest is available for deposit in the
general fund.

The insurance premium tax is projected to be about $15 million
for each year of the biennium. Collections are derived from a
2.75% tax of the net premiums on insurance policies sold in
Montana.

Liquor profits are projected to yield $5.8 million in FY'84 and
$6.1 million in FY'85. That projection assumes that the status
quo will be maintained in the Liquor Division's pricing policy
and that historic trends in sales growth will continue.

The o0il severance tax is projected to yield $41 million in FY'84
and $39 million in FY'85. They used $25 per barrel prices and a
5% annual decline in production from the 30 million barrel level
projected for fiscal 1983.

Institutional reimbursement is projected to yield $12 million in
FY'84 and $14 million in FY'85 - money derived from reimbursements
by residents of the state's institutions. Reimbursements from
Medicaid, alone, are projected to account for $10 million in

FY'84 and $12 million in FY'85. These are substantial increases
over the $6.8 million from Medicaid in FY'82. The increase

is based on the Department of Social and Rehabilition Service's
assumption that significantly higher Medicaid reimbursement rates
can be justified in the future for Boulder and Eastmont.
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DAVE LEWIS, Director of the Office of Budget and Program Planning,
passed out copies of EXHIBIT 5, which is a general fund revenue
estimate comparison between the OBPP and the LFA. He also passed
out copies of EXHIBIT 6, which contains the major assumptions in
the general fund revenue estimates.

MR. LEWIS said there are two principals in working with revenue
estimates:

1. Whatever revenue estimate you come up with is going
to be wrong.

2. 1If you are going to be wrong, be wrong on the low
side.

MR. LEWIS said there are two major differences between the revenue
estimates from the OBPP and the LFA. The first difference is

in the oil prices and production taxes. The second difference

is in the interest earnings. Mr., Lewis said he thinks the federal
deficits in conjunction with the rapid growth of the money supply
would require that lenders maintain the present risk premium that
is required when they make loans and that the interest rate will
move up to 12% by 1984-85.

MR. LEWIS said the LFA is predicting a declining cash balance of
money we have to invest. Mr. Lewis said his office believes that
with the passage of the highway bonding bill, one of the side
effects of that is to increase the balance in the highway earmarked
account over the next two years. Interest on that account goes
into the general fund. There will be about a $70 million increase
over the next two years.

MR. LEWIS said there is another bill that was introduced to recap-
ture the vehicle fee money from the state superintendents. That
money will increase the cash balance, also. Mr. Lewis said he
thinks the OBPP's estimate is pretty close.

TERRY JOHNSON, representing the Office of Budget and Program
Planning, passed out copies of EXHIBIT 7 which shows the revised
foundation program revenue estimates. Mr. Johnson said in order
to establish oil severance tax receipts, you have to come up with
three assumptions:

1. The amount of production.

2. The actual price level

3. An effective tax rate.
The OBPP is estimating the price of a barrel of oil at $26.50.
That price may be conservative at this point. If prices do go
down, you might see a decline in production. Mr, Johnson said

he doesn't go along with that statement because if you do see
a decline in production, the counties will be the ones to absorb
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the loss in production.

In terms of the foundation schedule that was prepared on the
revenue estimates, the OBPP has incorporated the lower prices
and the lower production estimates in the foundation program
in terms of the net proceeds that are actually paid to the
state governments.

TROY MCGEE, representing the Office of Budget and Program

Planning, said they question the need to include state special
revenue funds. It may be difficult and confusing to handle through
this process. All of the numbers, at this time, are incorrect

and need to be changed to reflect current estimates. The OBPP
recommends the state special revenue funds be excluded from this
resolution. If the committee wishes, the OBPP can propose an
amendment to the special revenue fund that would be more current.

SENATOR CHET BLAYLOCK, District 35, said he doesn't envy the
job of this committee. This committee will have to choose
between two very careful sets of workmen who say different
things and come up with different estimates. This committee
will have to choose between the high and the low. If this
committee goes with the LFA recommendation, without raising
taxes, there will have to be some fiscal cuts. If the committee
goes with the Governor's estimates, we will get by but later,
down the road, the Governor will have to make some cuts. He
said if we think we are facing a tough, fiscal situation now,
try waiting two more years without doing anything and see if
we can get by without raising taxes.

REPRESENTATIVE JOHN VINCENT, District 78, said it is difficult

to put together the size of a budget that we have to have for a
two-year period. He said he doesn't know how long we can continue
to do that without coming back in for a special session. If we
are right, that is fine. But, if we are wrong, we face real
serious problems. This resolution presents two or three questions:

1. The specifics of the revenue estimating that
this committee has before it.

2. The danger of the legislature being too
optimistic relative to revenue estimating.

All anyone has to do is watch the papers to get an idea of how
unstable the o0il picture is. No one is capable of predicting,
accurately, what will happen with o0il prices. He said the
production of o0il could go down as much as 10%, given the excess
on the market now. The figures Representative Kemmis and Repre-
sentative Vincent have worked with assume a 10% decrease in
production. Representative Vincent said he doesn't know if

that figure is right or not but he said he thinks it is even
more uncertain to assume a very slight drop in production.
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REPRESENTATIVE VINCENT talked about the interest rates. He
said no one can be sure the interest rates will go back to

12%. Many people say economic recovery is ties to the interest
rates. There will be a great deal of effort to keep interest
rates low.

If we set revenue too high and if those revenues do not materialize,
what will happen? If the legislature sets the budget and predicts
the revenues too high and those predictions are wrong, the legis-
lature may be giving up a great deal of authority relative to the
budget. The Governor can go into an agency's budget and adjust

it, up to 15%, without legislative approval. That is not healthy
for the legislature. If the revenue estimates are too high, we
could be delegating a lot of legislative authority to the execu-
tive branch. Representative Vincent said we need to proceed
cautiously. If we opt for conservative figures, that will mean:

1. This legislature will have to make more cuts.

2. This legislature will have to face the need to
raise revenues to finance state government.

TOM RYAN, representing the Montana Senior Citizens Association,
said HJR 33 gives state agencies and the people tentative guide-
lines. Some concerns and apprehensions may be dispelled if this
resolution passes. He said he does not believe the legislature
should disregard the executive's statement of needs. They should
continually pass bills to make the executive agencies, state,
counties, and cities effective. To hamstring government actions
and services to the extent that legitimate needs are not addressed
is not, in his opinion, good government. The association he
represents hopes for economic justice to satisfy growing needs.

JIM MURRY, Executive Secretary for the State AFL-CIO, testified
in support of HJR 33. He said they strongly support the concept
of arriving at revenue estimates in advance of making difficult
decisions about programs and revenue. It makes sense to use

the best revenue estimates that can be obtained. It makes sense
to hold public hearings. Once the revenue is agreed on, that
should make the choices clear as to whether programs can be
expanded or cut, or if taxes can be expanded or cut. He said
there are serious questions as to whether or not state employees
can be paid without extensive layoffs. There are serious
questions as to whether or not the foundation program, social
service programs, block grants for cities and the Build Montana
Program can be adequately funded. From looking at the given
figures, it is not a question of whether or not there needs to
be a tax increase but instead, where those increases will come
from.

REPRESENTATIVE FRANCIS BARDANOUVE, District 6, said there should
be some way of adjusting revenue despite the concept that we
should set revenue and not play with it. During the final days
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of the legislative session, there may be revenue lost or gained.

He said he cannot see how you can set the figures several weeks
before the end of the session and not change those figures. He
said he would like to know what the apparatus is that will be
available to adjust those revenues, towards the end of the session.

REPRESENTATIVE RAMIREZ, in closing, said, in the past, we have
devoted almost all of our time to the appropriations side of the
equation. We do not have the expertise in the legislature on the
revenue side as we do on the appropriations side because we have
never worked on the revenue that much. We have accepted the
LFA's or OBPP's word on that revenue estimating. When this
resolution was introduced, it appeared overwhelming. But if

this resolution is adopted, year after year, the task will become
easier because we will be developing some expertise in the House.
The question is whether we are going to make these recommendations
and analyses here in this committee or are those going to be

made by three to five people on a summit basis.

REPRESENTATIVE RAMIREZ said he thinks we have the mechanisms to
keep this revenue estimate current and alive until the 90th
legislative day. He said the Senate will put amendments in the
resolution so it will be the 85th legislative day before the
Senate will return the resolution to the House. The House will
then have some time to look at the resolution again. The
resolution could then be put in a conference committee to be
heard until the 90th legislative day so that all revenue figures
can be finalized.

Questions from the committee were heard at this time.

REPRESENTATIVE DOZIER asked if a conference committee could not
be considered a summit committee. Representative Ramirez said
the resolution will have gone through the House and the Senate
and many people who have a lot of knowledge on the revenues will
have had input.

REPRESENTATIVE WILLIAMS asked if he was correct in saying, right
now, the estimates are separated by $50 million. Representative
Ramirez said the estimates between the LFA and OBPP are separated
by $40 million. Representative Williams asked if we split the
difference, could we adequately finance state government.
Representative Ramirez said he thinks we could finance state
government with the revenue that is available but he said he
doesn't know if the Appropriations Committee will come in with

an appropriations bill that could fit in with the revenues.

CHAIRMAN YARDLEY said he will appoint a subcommittee to work with
the LFA and OBPP and come up with their proposal as to revenue
projections.

REPRESENTATIVE DEVLIN said the biggest discrepance is with the
interest on investments. That is probably what this committee
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will have to look at more than anything else. Mr. Lewis
agreed and said that is one of two major differences in the
budgets.

REPRESENTATIVE HARP said it was stated that when the OBPP
estimates revenue, they are happy to say they underestimated
revenue. Are you really underestimating revenue or not keeping
a good eye on inflation? Mr. Lewis said as far as Jjudgement
calls, they try to err on the conservative side.

The hearing was closed on HJR 33.

CHAIRMAN YARDLEY appointed the following subcommittee to work
with the LFA and OPBB to amend HJR 33:

Representative Williams - Chairman
Representative Harp

Representative Harrington
Representative Nordtvedt

REPRESENTATIVE KEENAN said Friday is the last day for committee
bills to be drafted or introduced. We are always looking for
revenue increases. The state lottery bill was drafted in the
Senate and has the potential of raising $15-$20 million in
revenue. She asked if this committee would consider submitting
a committee bill to the House.

REPRESENTATIVE BOB PAVLOVICH, District 86, said SB 223 was intro-
duced in the Senate to deal with a state lottery. It came out
of committee with a do pass but was killed on the floor.

The state of Washington just opened a state lottery in November
and have $20 million in revenue, already. With the crunch we

have now, there is a possibility of raising $15-$20 million.

He said he would hope this committee would consider a committee
bill to be introduced for the state lottery. The bill has already
been drafted.

REPRESENTATIVE PAVLOVICH said 45% of the money raised would go
into prize money. Twenty percent of the money raised would be
taken out for the cost of the operation. Out of the remainder
of the money raised, 50% goes to local governments, where the

tickets are sold, and the other 50% goes into the state general
fund.

REPRESENTATIVE PAVLOVICH said the bill has already been drafted
and is in good shape. It has to come out of this committee as

a committee bill, otherwise there is no chance of having a state
lottery.

CHAIRMAN YARDLEY asked if the bill that has been drafted is
identical to the Senate bill. Representative Pavlovich said yes.
If this committee decides to pass the bill out as a committee bill,
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it would take a two-thirds vote of the House to accept the bill.

CHAIRMAN YARDLEY asked who would administer this lottery. Repre-
sentative Pavlovich said there would be a commission set up to
administer the lottery. If you want the Department of Revenue
or any other state agency to administer it, that would be okay.

CHAIRMAN YARDLEY said it takes a three-quarters vote of this
committee to approve a motion for a committee bill.

REPRESENTATIVE VINGER asked how the lottery works. Representative
Pavlovich said you buy a ticket, open it up and it tells you how
much you win.

REPRESENTATIVE HARRINGTON moved this committee ask the legislative
council to draft a committee bill for a state lottery.

REPRESENTATIVE WILLIAMS asked how many states now have a lottery.
Representative Pavlovich said there are eighteen states that now
have a lottery and six more states are considering having a
lottery.

REPRESENTATIVE NORDTVEDT said this proposal should go to the House
Rules Committee.

The motion was voted on and FAILED. The Taxation Committee has
nineteen members on the committee and in order for a committee

bill to be introduced, a three-fourths vote of the committee

(which means 15 votes) in favor of the bill is necessary. There
were only 14 favorable votes during the roll call vote. All members
of the committee voted yes except Representatives Bertelsen and
Nordtvedt, who voted no. Representatives Asay, Neuman and Underdal
were not present during the vote.

CHAIRMAN YARDLEY said this committee could reconsider its action
or the proposal could be taken to the Rules Committee.

CHAIRMAN YARDLEY called the committee into Executive Session at
this time.

EXECUTIVE SESSION

Senate Bill 384

REPRESENTATIVE NORDTVEDT said there is a time element on this bill
so this committee should take action as soon as possible. He

said there are a number of law suits pending in the state. If
this issue could be solved with legislation, those lawsuits would
be dismissed.

The bill, as introduced, calls for refunds on the first half pay-
ments for property taxes, in May. There was a problem in that
half of the taxes are not paid until May 30th, so Representative

Nordtvedt would propose amending the bill, using June 30th as
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the date. The other amendment being proposed by Representative
Nordtvedt would change the language in the bill from "and state
and"” to "and state aid".

REPRESENTATIVE NORDTVEDT moved his amendments to SB 384.

REPRESENTATIVE NORDTVEDT said rather than getting into the

Thoft amendments, he wants to try to clean up the bill first.
These amendments apply to counties who want to get those payments
out to the taxpayers this vear.

REPRESENTATIVE DEVLIN said maybe Representative Nordtvedt and
Representative Thoft could get together and tie their amendments
in together.

REPRESENTATIVE THOFT said he has no problems with Representative
Nordtvedt trying to clear up the mill levy problem but it will
take time to make sure these amendments do not conflict with the
amendments proposed by Representative Thoft.

REPRESENTATIVE NORDTVEDT said his amendments to change the ability
to address the rebate issue.

REPRESENTATIVE THOFT said he has not had the opportunity to study
the amendments proposed by Representative Nordtvedt.

REPRESENTATIVE WILLIAMS asked Representative Nordtvedt if he would
be willing to withdraw his motion on the amendments until after

the committee votes on the Thoft amendments and then work Repre-
sentative Nordtvedt's amendments in. Representative Nordtvedt

said he would be willing to do that. He said he opposes Thoft's
amendments but conceptually, we can wait on the amendments proposed.
Representative Nordtvedt said if this committee passaes the

Thoft amendments, he would propose some language changes.

REPRESENTATIVE NORDTVEDT made a substitute motion that this committe
pass this bill for the day.

The motion was voted on and PASSED unanimously.

CHAIRMAN YARDLEY said he is going to rule that there were not
enough votes in the committee to pass the committee bill and

this committee will take a new vote because the fourteen votes
were not sufficient to bring the bill out as a committee bill.

REPRESENTATIVE REAM moved to RECONSIDER PREVIOUS ACTION ON THE
COMMITTEE BILL.

The motion was voted on and all committee members voted yes except
Representative Bertelsen, who voted no.

REPRESENTATIVE KEENAN moved to have the Taxation Committee intro-
duce a committee bill for a state lottery.
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The motion was voted on and PASSED. A roll call vote was taken
and all committee members voted yes except Representatives
Bertelsen, Nordtvedt and Underdal, who voted no. Representative
Asay was not present during the vote.

House Bill 829

REPRESENTATIVE DOZIER moved HB 829 DO PASS.

REPRESENTATIVE SWITZER said we are sending the wrong signal to
the industry if this bill is passed. A study done by the
Environmental Quality Council showed the mining industry is

at a standstill in Montana as far as any incentives to do any
development.

REPRESENTATIVE WILLIAMS said HB 829 takes the wrong approach.

We are asking the voters to make a decision as to whether or not .
to increase the mines tax. That is wrong. He said they do not
have all the information they will need at the time of voting.

If we need a metal mines tax increase, let's do it in the legisla-
ture.

REPRESENTATIVE VINGER said he also opposes the bill. The coal
severance tax did not help to open new mines, let's try a
different approach with the metal mines.

REPRESENTATIVE DEVLIN said Montana needs the industry badly. We
should not be taxing the mines to the point there will be no
industry in Montana because of taxes.

The motion was voted on and FAILED. All committee members voted
no except Representatives Bertelsen, Dozier, Harrington, Keenan,
Nilson and Ream, who voted no. Representatives Asay and Neuman
were not present during the vote.

CHAIRMAN YARDLEY said if there is no objection from the committee
the vote will be reversed and the bill will come out of committee
with a DO NOT PASS recommendation. There was no objection from
the committee.

Senate Bill 204

REPRESENTATIVE WILLIAMS moved SB BE CONCURRED IN.

The motion was voted on and PASSED with all committee members
voting yes except Representative Neuman, who voted no.

Senate Bill 227

REPRESENTATIVE DEVLIN said he would like to offer some amendments
to SB 227. The amendment would be on line 12, page 3, striking
"hard-rock mining impact purposes, including".
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REPRESENTATIVE DEVLIN moved the proposed amendment.
The motion was voted on and PASSED unanimously.

REPRESENTATIVE WILLIAMS said he had made a note, previously, that
if HB 446 passed, SB 227 may not be needed.

JIM OPPEDAHL, staff researcher from the Legislative Council, said
there is a mechanism for funding the Board. He said he could put
a coordination instruction in HB 446 that says SB 227 does not
take effect if HB 446 is passed and approved.

REPRESENTATIVE WILLIAMS moved the suggestion made by Jim Oppedahl
be put as an amendment to SB 227.

The motion was voted on and PASSED unanimously.
REPRESENTATIVE REAM moved SB 227 BE CONCURRED IN, AS AMENDED.
The motion was voted on and PASSED unanimously.

House Bill 550

REPRESENTATIVE REAM moved HE 550 DO PASS.

REPRESENTATIVE NORDTVEDT made a substitute motion that HB 550 DO
NOT PASS.

REPRESENTATIVE NORDTVEDT said there were direct examples given
dealing with taxing dividends of subsidiaries as they go to the
parent corporations. He said he feels this is multiple taxation
of the same income. We do not know all the ramifications of
disconnecting ourselves from the federal definition of deduction.
We should have a study on this first.

CHAIRMAN YARDLEY said the projected revenue is $1.2 million per
year of the biennium. Neither the Legislative Fiscal Analyst nor
the Office of Budget and Program Planning calculated this estimated
revenue in their budget proposals.

REPRESENTATIVE NORDTVEDT asked if a Montana bank paid a holding
company dividends, would the holding company have to pay Montana
corporation income taxes on those dividends? Mr. John Cadby,
representing the Montana Bankers Association, said in the state

of Montana, all banks are individual corporations. They have to
pay corporation income tax on their net earnings. If a portion

of those earnings go to a holding company, out-of-state, then

the holding company has to pay corporation license tax. If the
holding company pays out dividends to shareholders, the shareholders
then pay taxes on the dividends.

MS. FEAVER, Director of the Department of Revenue, said if this
bill passes, the revenue estimate is in tact. If the bill does
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not pass, you reduce the revenue by $2.4 million for the
biennium.

MR. CADBY said he thought this bill only applies to domestic
holding companies.

JEFF MILLER, representing the Department of Revenue, said this
bill impacts multi-national holding companies and not out-of-
state holding companies. The Department of Revenue has jurisdic-
tion on multi-national holding companies but not on out-of-state
holding companies.

MS. FEAVER said all businesses that are doing business in Montana
have subsidiaries that are paid dividends and without this legis-
tion, we will lose the ability to tax dividends to subsidiaries
of multi-national corporations.

The substitute motion of DO NOT PASS was voted on and PASSED.
A roll call vote was taken and all committee members voted yes
except Representatives Bertelsen, Dozier, Harrington, Keenan,
Neuman, Nilson, Ream, Williams and Yardley, who voted no.

The meeting was adjourned at 12:00 noon.

4‘///

DAN YA Y, Chairman

e

Vicki Lofthouse, Séffetary
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EXHIBIT 1

3-16-83
AMENDMENTS TO HOUSE JOINT RESOLUTION 33
1. Page 13, line 12
Following: line 11
Insert: "BE IT FURTHER RESOLVED, that the following bills with

Bill No.

45

65
125
227
264
465
631
670
673
685
696
721

53
398

COEEEEEEEEEEES

Totals

general fund revenue impact have been adopted:

---General Fund Impact---

Subject FY 1984 FY 1985 - Biennium
Declaration of Marriage Fee $ 1,000 $ 1,000, '$ 2,000
Wage Deductions - (259,000) (284,000§ (543,000)
Child Care Deductions (144,000) (144,000) (288,000)
Property Tax Credits (704,000) (704,000§  (1,408,000) .
Alternate Energy Credit (79,000) (95,000) (174,000)
Marine Insurance 223,000 234,000 457,000
Standard Deduction . =0- (455,000) (455,000)
- Weighing .Devices - 67,000 67,000 134,000
Ag. Warehousing A 30,000 25,000 55,000
.MT Capital Companies - =0~ (739,000) (739,000)
Fees for Meas. Devices -~ 27,000 *27,000 54,000
Health Fac. Bonds B 57,000 59,000 116,000
Liquor Seals © 75,000 75,000 150,000

Contractor Lic. 96,000 96,000 192,000

(610,000) (1,837,000) (2,447,000)

.With the adoption of the foregoing measures, the general fund
totals are:

$334,580,000 $356,195,000 $690,775,000."



vt

PUBLIC SCHOOL EQUALIZATION REVENUE

(Millions)
Fiscal 1984

State Equalization :
' 25 Percent Income Tax $ 43.15
25 Percent Corporation Tax 9.76
5 Percent Coal Tax 4,57
Interest and Income 37.33
Federal Mineral Leasing 12.27
Coal Trust Interest 5.11
Total $112.19

PJ:cmj:o

EXHIBIT 2
3-16-83



EXHIBIT 3
3-16-83

L1:34DNM

005‘ee (00S°LL) *ajw) ‘asH abejuoua4 AemiH jo "yound wniledow gSL 8s
000°'S 000'S puz ‘asH oipey 9|lqow pue’ Janoq (Ll 8S
99y '€0€ 665’122 "ajw) "asH s@34 32IYaA IYBlamusnQ 320jAe|g 90L 8%
000‘66Y 'L 000'66¥’L *31W) '8sH $|100YdS/ABUO 153.04 wnjjedd S60 85
000°09v'8 000899t "ajw) "3sH Buipung jIlIN GS uebay v60 89S
(s22’gl) (s2z’‘cgL) *W) "ISH sasuadl Bununy uasqooer LY0 85
000°SL 000'SL "olwD "asH aWodU| juswauIlay ISWIH 9€0 9S
-0- 000°00G5’L WD "udg s108fodd 1u0duly Aesy 028 aH
ooL’e osL'e *ajWy "uas aouUa1dS "Aeyag jo 'pg MO|SUIM 28L 9H
£vG'62L 000‘92L *aWw) "uds saa4 -"wex3 jueg 66e4 L0L 8H
(000°'8LL) (000‘69L) *ajwd "uss uollonpag pJepuels Z11nyos LE9 gH
026'0L 026'0L "ajw) "ulsg . '0D ‘ueoy JO -wex3 Jaduey 625 gH
Sov'vs SSL°09 W) "udsg sJaojebiysanu| jo "pg JasAay £25 9H
SL0‘v8 £98'8L "luld Cuds $10911YyduY JO 'pg ebauqed 06y 8H
Syl SvlL i UTIo I VTS soueINquYy JIY studed 6.0 GH
(082°2) (ogz2’2) Buy|joauy uonndweax3y Jaiem °|gqelod [anuep 09y g9H
S09°'¢ -0- Butjjoaus $984 8suadl Alrepn3 20v 8H
000’001 -0- "9lWw) "uds juswabeuew ajlipiim ebauqed LLE BH
000°L6Y 'Y 000‘862°L "ajWwd ‘ulsg $834 8suadlT dMd UOS|IN Gee aH
06€'06 06£'06 2wy “ulss sAemybiH Aq sajes puowwey 02¢ 9H
0000V 000’0V "Wy ‘uss *3ISYM U0 Xe| seo 1434195 062 9H
0og’‘c 000'v2 *81W) uds *SJAMM |BI20S JO 217 MO|SUIM vg82 9H
Acom“m V Aooo“vmv pug -uss m._o_wmchmu J0 o %294 vi2 9H
000°L€E 000°LE puz -uss 1pasd Abuaulz v aplJagow v92 9H
(000°s22) (000's.2) Jayeadg paubis sipau) xel Ajuadoudd Asjpae A L22 aH
(0s2'95) (0s2°95) pajlo4u3 -asH "onpaQ 3JeD PlIUD cmmcmx SZL 8H
08S'[6 08S’'Lt6 ‘3w "uss MB3IA3Y "AIPGNS JadueH gLL gH
080'L 080°L ‘A0S paubig AJ01sIH puedg J921IMG €L 8H
000068 000°29L "jWw) -uss Buipung yoa 1 -oA MO|SUIM 0L 9H
(000°LLL) (000°1L0L) *A09 paubig suonendag abem ejauaqe G90 gH
000‘2Le’e2$ 000‘€8g’€2$  uonexe) -uasg Xe] sjand ujl "ou| 5P duey 9L0 8H

mmmra\i v86L Ad smels 123[qns Josuods "ON I'g
---3oeduw| 2Nvan ---

. [eradg B £€86L ‘SL youew

YIGWYHD YIHLO OL QILLINSNVYL N3I3E 3AVH HDIHM LOVdWI 3NN3IAZY TVID3AdS HLIM ST11d



628°'9LL st
0007878°8

(000°9L)
(000’stL)
¥58'66
(000‘SLE’Y)
(000°SL)
000°SS
000’89
18e’‘€2z

G86L Ad

e e e st o e g et s e

28 'vv6‘ges

lOl
(000°9L)
(o00‘v2L)
58’66
(000°SLE'Y)
(000‘s22) -
000°SS
00089
£vL212

v86L Ad

‘3w ‘asH
‘W) ‘IsH
‘WD °"IsH
*ajwD °asH
QWH °asH
‘91w "9sSH
'MW "3sH
‘WD "asH
"W °*3SH

sme1s

Xej 11jodd jiejpuim

Sueo ysuey/wue

lpaJD AbBuaaug

$994 Auojeaoqeq

1UPBID *1S9AU| puedx]
1paJdd xel ‘doud "say
‘151 wns dwunT uo xej
334 Ado) paiiiaa)d
jusWesJINqWIay UoIINIIISU|

193lgns

jelol

abeo
amo |
J48{ind
uebBay
JBAOPOOD)
umoug-g
amo L
uebHay
ISWIH

Josuods

€Ly 8S
9LE 8S
£82 8S
042 8S
¢Se °9sS
Lve 8s
v 9s
¢ed 8S
06L €S
"ON |19

dIGAVHD ¥3IHLO Ol Q3LLINSNVYHL N338 3IAVH

a e e : e



EXHIBIT 4

March 21, 1983 3-16-83
General Fund Revenue Projection
Prepared for House Taxation Committee
(Thousands)
Actual  memmmeeeeeee--- Projected-----=====-----
Category Fiscal 1982 Fiscal 1983 Fiscal 1984 Fiscal 1985
Individual Income Tax $ 92,035 $ 97,993 $110,474 $117,075
Long-range Bond Excess 20,450 23,327 25,496 27,351
Corporation Tax 26,234 26,110 24,999 27,429
Coal Severance Tax 16,376 14,847 17,995 22,966
Interest On Investments 42,443 31,050 30,567 30,567
Coal Trust Interest 11,542 16,300 18,426 24,175
Insurance Tax 12,790 17,625 14,591 15,292
Liquor Profits 5,750 5,424 5,800 6,085
Oil Severance Tax 45,473 42,092 42,607 42,984
Inheritance Tax 7,680 6,079 6,444 6,831
Institution Reimbursement 10,974 16,366 11,994 13,675
Liquor Excise Tax 6,572 6,694 7,087 7,546
Wine Tax 715 845 845 845
Metal Mines Tax 1,861 1,247 1,112 850
Electrical Energy Tax 1,753 1,511 1,542 2,081
Drivers' License Fees 917 830 846 863
Telephone Tax 2,168 2,380 2,400 2,161
Beer License Tax 1,230 1,233 1,239 1,245
Natural Gas Tax 2,475 2,793 3,299 4,017
Freight Line Tax 1,345 1479 1,627 1,790
Other Revenues 9,476 10,015 10,892 11,836
General Fund Total $320,259 $326,240 $340,282 $367,664
e — B L. X2
1097946
Assumptions:
1. Coal severance tax is the average of the LFA and OBPP pro-
jections in each fiscal year 1984 and 1985.
2. Interest on Investment projections assume a balance of $264

million available for investment in fiscal 1984 and 1985 excluding proceeds
from tax anticipation notes and including increases in the highway account
balance from sale of highway bonds. Interest rates will average 10 per-
cent. Each September 1, $50 million of tax anticipatiocn notes will be secid.

3. During the 1985 biennium, the price of oil will average $25 per
barrel. Taxable production will total 29,655,000 barrels in fiscal 1984 and
29,906,000 barreis in fiscal 1985. Payments to counties will be based on
an annual increase of 1,500,000 barrels.

4, Remaining projections are from the March 1 LFA forecast.
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OFFICE OF THE GOVERNOR

BUDGET AND PROGRAM PLANNING EXHIBIT 6
- 3-16 83
TED SCHWINDEN. GOVERNOR CAPITOL BUILDING
— STATE OF MONTANA
(406) 449-3616 HELENA. MONTANA 59620

OFFICE OF BUDGET AND PROGRAM PLANNING
MAJOR ASSUMPTIONS
GENERAL FUND REVENUE ESTIMATES

COAL SEVERANCE TAX:
Assumptions: From the 27.7 million ton level of fiscal 1983, taxable coal produc-

tion is estimated to be 30.7 million tons in fiscal 1984 and 34.7 million tons in
fiscal 1985. Average price is estimated to increase at the rate of approximately

% annually.

INTEREST ON INVESTMENTS:

Assumptions: Cash balances available for investment (excluding proceeds from

tax anticipation notes) is assumed to remain constant over the biennium. In-
terest earned on these funds is estimated to average 12% in fiscal 1984 and 12% in
fiscal 1985. On September 1 of each year, $50 million of tax anticipation notes
will be sold. If Senate Bill 454 is approved (Highway Bonding bill) approximate-
ly $70 million will be available for additional investments. These anticipated

earnings are included in the interest estimates.

OIL SEVERANCE TAX:

Assumptions: The average price for a barrel of Montana oil is estimated to be

$26.50 in fiscal 1984 and 1985. Total taxable production is assumed to remain
constant at approximately 29.8 million barrels or about .6 million barrels below
fiscal 1982 levels.

LEGISLATUREL:S/1

AN EQUAL OPPORTUNITY EMPLOYER



EXHIBIT 7

3-16-83
OFFICE OF BUDGET AND PROGRAM PLANNING
REVISED FOUNDATION PROGRAM REVENUE ESTIMATES
(MILLIONS)
March 15, 1983
Revenue Source ' FY 1983 FY 1984 " FY 1985
Individual Income Tax 38.181 42.080 44.937
Corporation Tax 8.907 9.701 11.429
Coal Severance Tax 4,121 4.933 6.153
Interest and Income 36.398 37.819 39.085
U.S. 0il and Gas ' 10.219 11.035 12.571
Local Impact/Educ. Trust Interest 3.572 5.145 6.012
GRAND TOTAL: 101.398 110.713 120.187

Montana Taxable Valuation 2204.492 2239.780 2288.910
County Revenue

40 Mills 88.180 89.591 91.556
40 Mills Vehicle Fee Replacement 4.010 4.010 4.010
Forest Funds 2.693 1.499 1.499
Grazing Funds .120 .120 .120
Elementary Transportation -3.200 -3.410 -3.620
High School Tuition - .650 - .650 - .650

GRAND TOTAL: 91.153 91.160 92.915
District Share of Permissive 22.992 23.361 23.873
Permissive Vehicle Fee Replacement 1.046 1.046 1.046
GRAND TOTAL: 24.038 24.407 24.919

JOHNSON1:G/9



WITNESS STATEMENT . "
Name r [LMV\_ Committee O-:W
[

Address ‘l‘z:n § S Date ?/6}/& }
Representing M p# . A’«‘ﬂc s Support J(

Bill No. QO [/ Oppose
[

Amend

AFTER TESTIFYING, PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

g?mmSe:l;:f% Q«,/ ort Sgélay

Itemize the main argument or points of your testimony. This will
assist the committee secretary with her minutes.
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1-83
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VISITOR'S REGISTER

HOUSE TAXATION COMMITTEE -

BILL HJR 33 DATE March 16, 1983
SPONSOR Representative Ramirez '
NAME RESIDENCE REPRESENTING SUP- OP-.,
PORT | POSE
5 1

| Qo g o R PP X
Al)ij};ﬁ:f' .7IF/ DX{. '

L =

/4752ﬂw'€3ﬂ/%f:iﬁfflfﬁ

Upts C7

IF YOU CARE TO WRITE COMMENTS, ASKR SECRETARY FOR LONGER FORM.

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

FORM CS-33

P



VISITOR'S REGISTER

HOUSE TAXATION COMMITTEE
BILL SB 204 DATE March 16, 1983
SPONSOR Senator Keating
NAME RESIDENCL REPRESENTING SUP- OoP-
PORT | POSE

\Capl Rrecknmug,

Ellins

Aot B Asoc

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM.

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

FORM CS-33

P




STANDING COMMITTEE REPORT .

March 16, 19 83
V1 S SPEAKER: .
We, your committee on TAXATIOH .....................................................................................
having had under CONSIABIATION ......oioviiiiiiiiniiie et st s nesesrressas e s e ar s sne e s arnneas m TR ........ Bill No. 20‘ ......
Third Blue
readingcopy (_____ )

A BILL FOR AM ACT RHTITLED: “aN ACT TO RXBUPT THE RIGHT OF ENTRY

FROM PROPERTY TAXATION; AMESDING SECTIONS 15—6—131. 15~-6-201, AND

15-8-111, MCA; PROVIDING AN IMMEDIATE EFPECTIVE DATE AND AN
APPLICABILITY DATE."

SEHATE 204
Respectfully report as follows: That i

BERREEX  ZE COHCURRED IN

STATE PUB. CO. DAHYARUGLRY,

Chairman.
Helena, Mont.

COMMITTEE SECRETARY



STANDING COMMITTEE REPORT Uik

d

Page 1 of 4
T March 21, 10..83
MR. coerrrerrcrr, SPEREER: & o
We, your COmMmIttee ON .....cccceeeervemreenierersssmeeosionnane T AXATIGE ........................................................................................
having had under CONSIALFALION rrrrvevereeeseeeeesseseesmessesenrsenes KOUSEJQmTREsOMIOK .......... “l No. 33 .........
First reading copy (__Eh_éie )

color

A JOINT RESBOLUTION OF THE SEUATE AND THE HOUSE OF REPRESENTATIVES
OF THE STATE OF MONTAHA ESTABLISHING TiE STATE'S AHTICIPATED REVERUE
POR EACH YEAR OF THE SUCCIZEDIHG BICNNIUM FOR PURPOSES OF ACHIEVYING
THE BALAHCED BUDGET MANDATED BY ARTICLE VIII, SECTION 2, OF THE
HONTAHR CORSTITUTION.

Respectfully report as follows: That HOUSE JOINT RESOLUTION %o 33

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

he amended as follows:

(SEE ATTACHED SHEZETS)

DEYAYX

STATE PUB. CO. Chairman.

Helena, Mont.

LEGISLATIVE COUNCIL



HJR 33
Page 2 of 4

1‘ Paga 9' line 3 ...............................................................................

Strike: 35693,222,400
Iasert: 3$713,257,000

. Paga 3, lina 22,

Following: 1line 11

Serike: line 22 in 1ts8 entirety

Insext: “26,666,000 28,856,000 55,522,000"

3. Page 18, line 4.

Following: line 3

Strike: 1iine 4 in its antirety

Insert: "24,834,000 29,215%,000 54,093,000"

4. Paga 10, line 8,

Pollowing: lina 7

Strike: 1line 8 in its entirety

Insert: *17,994,000 22,985,000 40,959%9,000"

5. Page 10, line 11 through line 15.

Pollowing: “Assumptions:® on line 11}

Strike: 1line 11 through line 15 in their encirety

Insert: "The houss taxation committee reccmnmended as & .
ropasonable revenue estinate in this arca that tha lagislaturas
accept a figure that splits the diffsrcace between estimates by
the legislative fiscal analyst and the affice of budget and
program planning.”®

6. Paga 10, line 17,

Followiag: 1line 16

Strike: line 17 in its antirety

Insert: ¥30,567,500 30,567,000 61,134,500°

7. Page 10, line 21,

Pollowing: “will®

Strike: “decline gradmally”

Inssrt: “"remain constant at $264 miliion®

8, Page 10, line 23.
Pollowing: “and®
Strika: *9.5%°"
Insert: “"10%"

STATE PUB. CO. nNAN YARDLFY. Chairman.

Helena, Mont.



HIR 33
page 3 of 4

.................... March 21, 9. 83

5. Page 10, line 24,
Pollowing: "vear,”
Strike: %$47°

Ingert: “350°

10, Pags 11, line 3.

following: lina 7

Strike: line 8 in its zatirety

Ingert: "14,242,000 14,587,000 29,129,000°

11. Page 1il, lins 15.

Following: line 14

Strike: 1line 15 in {ts antirety A :
Insert: *5,707.,000 5,988,000 11,695,000

12. Page 11, line 19.

Pollowiag: 1line 13 )

Strike: line 19 in its entirety

Insert: "42,232,000 42,609,000 34,341,000

13, Page 12, line 1 and 2.

Following: “declines” on line 1

Strike: line 1 through *1933* on linae 2

Insert: "is assumed to be 29.7 million barrels for FY 1984 and
29.9 million harrels Ffor PY 1985. This represents a 2% dacline
over the biennium from the 1982 levelas®

14, Pags 12, line 4.

Pollowing: line 3

Strike: line & in its entirety

Insert: %6,737,000 7,282,360 13,919,000

15. Pag= 12, llice 6§,

Pollowing: 1line S

Strike: line 6 in its entiraty

Insert: "12,451,000 14,430,000 25,941,0090"

16. Page 12, line 15.

Pollowing: lins 14

Striks: 1line 15 in its entirety

Insert: ™7,205,000 7,582,000 14,737,900"

17. Paga 12, 1line 17.

Followiag: line 1%

Strike: 1line 17 in its entiroty

Insert: *926,000 242,000 1,363,000"

STATE PUS. CO. DAY YARDLEY, Chairman.

Helena, Mont,



18, Page 12, iins 19,
followiag: 1line 18
Strikae:
Tasert: "1,433,000
1%, 2age 12, linae 21,
Foliowing: ine 290
Strike: line
Iagert: ™1,324,000

3, Page 12, line 23.
Poliowing: lins 22
Serike: line 23 in
Iasert: "319,000

21, Page 12, line 25,
Pollowing: line 24
Strikae:
Ingext:; %2,551,000
Page 13, line 2.
Pollowing: line 1
Strika: 1iine 2 in
Iasert: ®1,355,300

eI d
-~

its

23. Pago 13, line 4.
Following: lines 3
Strike: line 4 in its
Insart: "3,083,300

24, Page 13, lina 6.
Foliowing: 1line 5
Strika: lina 6 in its
Iasert: *1,5842.000

25, Page 13, lina 3.
Following: 1lins 7
Strika: line 8 in its
Inzarec: 10,745,000

6. Page 13, line 11.
Pollowiag: line 10

Strika:
Inssxrt: "3$341,963,000
27. Page 13, line 13.
Followings 1line 12

Strika: ®$56,300,000"
Ingers:s  "555,200,0090%

AND 2S AMEWDEID
DO _PASS

STATE PUB. CO.
Helena, Mont.

1ine 19 in iits

21 in i3

ita

line 235 in its

antirety

anptiraty

entirety

entirety

entiraty

ontiraty

eantirety

sntirety

line 11 in its entirzety

NAY YARDLEY,

HIR 33
Page 4 of 4

e #arch 21, ... 19..83..
1,849,000 1,532,000"
1,866,000 3,684,020"
937,000 1,836,900"%
2,787,000 5,318,000
1,267,008 2,522,9090°
3,442,000 $,525,000"
1,315,800 31,457,000"
11,580,000 22,315,030
$371,294,030 $713,257,000"
........................................................................... o





