MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

February 1, 1983

The sixteenth meeting of the Taxation Committee was called to
order at 8:05 a.m. by Chairman Pat M. Goodover in Room 415
of the Capitol Building.

ROLL CALL: All members were present except Senator Norman,
who was excused.

QUESTIONS FROM THE COMMITTEE REGARDING SENATE BILL 94: Prior
to questions, Jo Brunner, representing Women Involved in Farm
Economics, submitted additional written testimony opposing
SB 94, and her statement is attached hereto as Exhibit A .

Senator Lynch asked Senator Regan, the sponsor of the bill,
what additional moneys SB 94 would bring into the foundation.
She responded that about $20 million would be brought in over
the biennium. Steve Colberg, from the Office of Public
Instruction, was available later during the meeting to give
an analysis of how that figure was determined. This bill
considers those areas that presently do not have to levy the
15 mills.

Senator Towe asked how Colstrip could have a voted levy and no
permissive levy. Senator Regan explained that the 25 mill
basic levy is appropriated for elementazry schools and 15 mills
is for high schools. Equalization takes place there. If

the 80% foundation program funds are not sufficient, the school
district may then impose a permissive levy to meet the budget.
Then, above that, the district must go to the taxpayer and

ask for a voted levy.

Senator Towe asked how she could conclude that a permissive
levy is not needed and just go to a voted levy. Senator
Turnage noted that the voted levy procedures were defined in
20-9-353, MCA. S. Keith Anderson, representing the Montana
Taxpayers Associaticn, stated that in the permissive area,
you can put on 6 mills for high school and 9 mills for ele-
mentary. If more, the state will reimburse; if not, you ask
for a voted levy, he said. And that pulls in the full per-
missive. Local school districts prepare their budgets, the
county superintendents confirm or revise them, and the county
commissioners establish the levies therefor.

Mr. Colberg stated that the school districts have certain
obligations, and they have to meet those obligations. Included
in the general fund is their share of the permissive levy,
which is 20% of the scheduled amount.
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Senator Goodover asked what this would do to districts already
levying 55 mills. Senator Regan responded that about 5% of the
school districts would be forced to make the same effort as

the rest of the school districts.

Senator Goodover asked what it would mean to taxpayers in
reduced property taxes if an additional $20 million goes into
the general fund from SB 94. Senator Regan stated that'it
could make a difference.

Senator Crippen recalled that when the bill was being heard, there
was comment that property taxes in eastern Montana would go

way up. He asked what type of taxes they have been paying

to date in that area and whether they were paying their fair

share. If. they were not, he said, maybe their argument isn't

any good.

Mr. Anderson stated that to impose additional tax on the farmers
with no additional benefit is unfair.

The committee discussed the preseht mill levies in Billings,
Lodge Grass, and Colstrip and their levels of spending.
Senator Towe charted the effects of SB 94 on a $100,000 home
in Billings, Havre and Colstrip. See Exhibit .

Senator Gage said let's take $100,000 times .311. That is the
percentage of oil and gas that is taxed. Then, subtract the
operating costs, and you have a 23% net income. That is his
problem with this bill, he said. 0il and gas are taxed each
year at 100%.

Senator Crippen asked if o0il and gas would be paying more in
Yellowstone County than in Richland County and would the

dollar value be the same. The dollar value of the taxable
amount of oil and gas would be the same in Yellowstone County

as in Richland County, but the taxable amount would be different.

Senator Elliott asked Senator Brown, who was a member of the
joint subcommittee, if any thought was given to teachers'
retirement. Senator Turnage commented that maybe the teachers'
retirement wasn't revenue producing. Senator Brown indicated
that the committee had focused its attention on SB 94 and SB 76.

Representative Eudaily said the teachers' retirement had a

$30 million price tag on it and would have come directly from
the general fund. It was tabled, reconsidered, and then killed
in the House.

What we are called to do, Senator Regan said, is look at the
equity per student enrolled in each district. The other bill
(SB 76) doesn't address that; this one (SB 94) does.

Mr. Colberg said the joint subcommittee tried to ‘define basic
education. The current foundation program does not cover the
costs of basic education, he said. This bill increases the
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foundation program by 25% to the extent that a foundation
program is defined under school district budgets.

Senator Lynch asked Senator Graham, who is from Lodge

Grass, if he thought the bill was aimed at equity. Senator
Graham felt the money should be distributed because 50% of

the land in Bighorn County in Indian owned. When 15 more

mills are hung up on the ranchers, the extra burden is put

on the non-Indian landowners. He said he could see what it would
do in additional taxes. Public Law 874 funds which take care

of the Indian students (in lieu of taxes) have been hard to

come by. If we lose that federal aid, by law we have to support
the Indian students. Ninety percent of the students in Lodge
Grass are Indian.

Representative Nordtvedt said that using property tax as a
base would be a correct procedure to use.

Exhibit (f: attached to these minutes shows the 1982-83 General
Fund Budget Without a Vote and the 1983-84 2.5% Increase In
Budgeting Authority.

Three additional exhibits (Exhibits D1,02+D3) comparing
the Billings, Cut Bank and Great Falls districts' current
and proposed funding amounts are also attached.

Exhibit E is an analysis of SB 94 on nine Montana counties.

If there is no increase in schedules, there will be no increase
in spending. This additional revenue will go in the general
fund. .

Mr. Colberg stated that this is a simple taxaticn bill that
allows many people to look at how many people are hurting
without the benefit of this bill.

Senator McCallum then asked if everyone would then pay the addi-
tional 15 mills that are permissive right now, and then go to

a voted levy. He didn't think it meant that anyone's taxes

were going to go down in any of the districts.

Senator Eck asked how much was paid into the fund from
income taxes and how much people in each county paid in
income taxes.

Senator Crippen asked Mr. Colberg if the OPI hadn't
recommended a different formula. Mr. Colberg responded
that the Superintendent of Public Instruction had requested
that there be a scheduled increase each year.

The committee recalled that the 40 mills started in 1973.
Senator Turnage asked just how much the taxpayers could

really afford. He wondered if there was a percentage of
tax revenues that goes to the fund statewide.
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Mr. Anderson stated that 60% of property tax revenues in the
state go to the school equalization fund. He said Montana
is fourth or fifth in support of schools nationally and that
we are average in state support of public schools.

Mr. Colberg said an additional $9.9 million would have come

into the fund had the bill been in place this year. $2.4 million
of that would be used in the counties in which the money was
collected. The rest would flow back into the state equaliza-
tion fund.

Senator Crippen said the bill would hit the oil producing
counties extensively and that it would have an effect on
increased drilling in the state.

One member suggested that the committee could consider this on
a stage lasis. )

Senator McCallum stated that many ranchers have a tough time
paying taxes. When this is added, a lot of people who can't
afford the taxes they now pay are going to be hurt even more.

Senator Towe compared land in Harlem where there are 156.4
total mills for schools and in Colstrip where there are 80.2
total mills. It's practically doubled, he noted. He said
we tend to lose sight of that. And there is still a voted
levy on top of that levy, so in the ANB (average number
belonging) foundation program, they don't allow as much per
student. He did note, however, that Colstrip is getting
some coal impact money.

Mr. Colberg said the funding of schools involves three levels
and this bill involves all three of those levels.

Senator Eck asked how much agreement there was among the joint
subcommittee members on what came out of the committee. Senator
Regan responded that on the recommendations, there was no
dissention on the equalization. Senator Elliott asked how many
members on the subcommittee were from Sidney. It was noted

that all were school teachers and apparently norewere from

the Sidney area.

Senator Goodover asked what the impact of SB 94 would be on
special education. Senator Regan said that that was not speci-
fically addressed or provided for in the bill.

In response to a question from Senator Severson, Senator

Regan said there was a bill being drafted at her request
concerning retirement, but not a bill that is as helpful as

SB 94. It will mandate an additional 22 mills and will offset
taxes in some districts, but SB 94 is the bill the committee
recommends to equalize.

Chairman Goodover stated that executive action on SB 94 would
be taken at a later date. Discussion on SB 94 was closed.
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CONSIDERATION OF HOUSE BILL 91: Representative Glenn Mueller,
House District 21, the sponsor of the bill, said HB 91 would
amend the law to fit with what is going on in the field today.
The actual practice has been to classify real estate by sections.
If the present law is followed, a classification sheet is
required for each 40 acres. HB 91 does not change the taxes

to be paid, or the procedures in the field. HB 91 would change
the law to require one classification sheet for each section of
land owned. As an example, he said that it would take one man
six months to classify all of St. Regis Paper Co.'s land into
the 40-acre tract mode. Representative Mueller also stated
that the counsel for the Department of Revenue had suggested
the language being amended on page 2, line 7, of the bill

(see Exhibit [~ ); that is, changing "640 acres" to "one
section", since when you get out in the field, many sections

of land are a little more or a little less than 640 acres.

PROPONENTS

Robert Helding, director of the Montana Wood Products Associa-
tion and an attorney, felt the bill would make compliance
easier for the Department of Revenue and the landowners.

Gregg Groepper, Administrator of the Property Assessment

Division of the Department of Revenue, said their division
supports the bill. HB 91 came about from working with the timber
people in bringing more current the value on timber. The

timber industry keeps their records in sections. In other
industries, it was done in 40-acre tracts. There will be no

loss of accuracy in this amendment, and it will ease adminis-
trative tasks. ' )

OPPONENTS
There were no opponents to HB 91.
Questions were called for from the committee.

Senator Turnage moved the following amendment:

Page 2, lines 7 and 8.

Following: "exceeding"
Strike: "640 acres"
Insert: "“one section"

The motion was seconded and passed unanimously.

Senator Turnage then moved that HB 91 BE CONCURRED IN AS AMENDED.
The motion was seconded and passed unanimously. Senator Brown
will carry the bill on the senate floor.

CONSIDERATION OF HOUSE BILL 116: Representative Gerry Devlin,
House District 52, the sponsor of the bill, said that all
moneys levied on properties, including livestock, would be
submitted by the county treasurers to the state treasurer at
the same time, rather than having the county treasurers submit
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only the livestock taxes annually to the state treasurer.

PROPONENTS

There were no proponents other than the sponsor of the bill.
OPPONENTS

There were no opponents to HB 116.

Questions were called for from the committee.

This is a mill levy on livestock in the state to fund the
Department of Livestock (15-24-921, MCA). Representative
Devlin said that, conceivably, counties could hang on to the
taxes. He said this matter was brought to the attention of
the Department of Livestock by the Legislative Auditor.

Senator Turnage quoted from section 15-1-504, MCA, which
states that the county treasurers shall, between the 1lst
and 20th days of each month, remit to the state treasurer
all moneys belonging to the state which were collected
during the preceding month. Apparently, all taxes received
by the county treasurers except the livestock taxes are
required to be remitted to the treasurer on a monthly basis.

Les Graham, Administrator of the Brands Enforcement Division
of the Department of Livestock, stated that if a property
owner pays the livestock taxes with his real property taxes,
the county treasurer can pay the state treasurer on the annual
basis, but if a person owns no real estate, he is billed and
the taxes paid to the county treasurer would be remitted on

a monthly basis to the state treasurer.

Senator Turnage moved that HB 116 BE CONCURRED IN. The motion
was seconded and passed unanimously. Senator Severson will
carry HB 116 on the floor.

CONSIDERATION OF SENATE BILL 21: Chairman Goodover stated

that without objection the committee would move SB 21 to the
local government committee. Several members did object, however,
but after some discussion it was felt that perhaps all of the
bills regarding special mills levied locally should be referred
to local government. Senator Goodover thought that all of

them should be put to a vote of the people. Senator McCallum
said there will be general fund mandatory 25 mills and 24 mills
for specific mills.

Senator Halligan moved that the committee recommend referring
SB 21 to the local government committee. The motion was
seconded and passed unanimously. Senator McCallum will carry
this on the floor to move that SB 21 be referred to local
government.
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CONSIDERATION AND DISPOSITION OF SENATE BILL 185: In order
to make sure there won't be a constitutional problem, Senator
Towe suggested that the bill be amended to allow the tonnage
exemption to go to 50,000 for any coal over 10,500 BTUs. A
preamble could be added saying that the coal in excess of
10,500 BTUs .is mined by small mining companies in existence,
that they charge more per ton of coal than the larger mines
and because their coal is generally much more expensive and
is used by small consumers, the exemption is justified. He
said Peabody's coal is 8,700 BTUs; Colstrip, 8,700, Savage,
9,600; Decker, 9,600; and Bull Mountain, 11,000. The Wyoming
coal that comes into Montana has a BTU less than Decker's
9,600.

Senator Turnage moved that "100,000" on page 1, line 13, and on
page 2, lines 14 and 15, be stricken and "50,000" be inserted
in each of those places. The motion was seconded and carried
unanimously.

Senator Turnage moved that SB 185 DO PASS AS AMENDED. The
motion was seconded and passed unanimously.

Senator Elliott then thought a nonseverability clause should
be included in case the constitutional problem comes up.

Senator Turnage moved that the committee reconsider SB 185 as
amended. The motion was seconded and carried unanimously.

Senator Towe then moved to add a new section to the bill which
would be the standard nonseverability clause. The motion was
seconded and carried unanimously.

Senator Turnage then moved that the amended bill be given a
DO PASS AS AMENDED. The motion was seconded and passed
unanimously.

CONSIDERATION AND DISPOSITION OF SENATE BILL 186 (CONTINUED):
Senator Elliott felt "indirectly" should be left in the bill
on page 4, line 10. He said we should not get into funding
SIDs with loans under this act and that it should be limited
to revenue projects. The only source of funds are property
taxes, SIDs or revenue base.

Senator Towe said an example would be the community center

built at Colstrip. The users of the community center paid the
loan back with membership fees, etc. Senator Towe was unhappy
with "indirectly" being in the bill. The Coal Board still

has to agree to the loans, he said. Senator Crippen said a

city would favor a loan more than a grant and didn't want to

put them in a more favorable position than the rest of the
taxpayers. He also felt the term of the loans should be amended
from 40 years to 20 years.

Senator Towe stated that the collection of the fees is in the
taxation section of the Montana Code Annotated; the fees are
billed on the tax assessment notices; and this would clearly
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come under "indirectly."

Senator Turnage moved that the bill pass as amended. There
was no second to his motion.

Senator Crippen made a substitute motion to strike "40" and
insert "20" on line 13 on page 4. The motion was seconded.

Senator Elliott stated that 40 years was sugdested because that
is the figure used relating to revenue bonds in the existing
statutes. He did not object to the term being reduced to 20
years. -

A vote was taken on Senator Crippen's motion, and it passed
unanimously.

Senator Crippen made another substitute motion to delete
"directly or indirectly" on line 10 on page 4. The motion
was seconded and passed unanimously.

Senator Turnage then moved that the amended bill be given a
DO PASS AS AMENDED recommendation. His motion was seconded
and passed unanimously.

The meeting adjourned at 9:50 a.m.

Chdirman
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SENATE TAXATION COMMITTEE
EXHIBIT
FEB. 1, 1983, SB 94

|FE Women Involved in Farm Economicy

NA g JO BRUNNER BILL NO\SB 9m

~\

ABBRESS 563 3rd St. Helena DATE february 1

REPRESENT__ WOMEN INVOLVED IN FARM KCONOMICS

SUPPORT OFPOSE ALEND

COKBIENTS

Mr. Chairman, members of the committee, my name is Jo Brunner and
I represent the members of the Women Involved in Farm Zconomics
organizatin here today. We wish to go on record as being in
opposition to SB 94.
We are opposed to any additional amounts of permissive levy
being levied, or allowed, or any increase allowed in the basic
county levies.
W.I.F.&, is certainly aware that our children and our grandchildren
deserve and require an education. We are aware also that agriculture
is quite unable at this time to support more and more taxes at any
level for any purpose, and I am sure that many small businesses, or
any business for that matter can support additional taxes. we cannot
continue to grow deeper and deeper into debt while supporting such
programs as this would be, and more often khan not of no direct
benefit to our communities and to our childre, and quite often on
borrowed money with high interest rates.

W.I1.%7..., opposes any additional taxes at this time for any purpose.




SENATE TAXATION COMMITT

EXHIBIT 43

February 1, 1983

, Senate Bill 94

ELEMENTARY MILLS

$100,000 house (appraised value)
x .0855 for taxable value

$8,550 taxable value x .03891 (Billings = $332.68
X .00014 (Squirrel Ck)= $1.20
X .01167 (Colstrip) = $99.78

Under Senate Bill 94, add $76.95 (9 mills)
+1.20 (Squirrel Creek)
$78.15 '

add $76.95
+99.78 (Colstrip)
$176.73



SLAATE TAUATION COMMITTTE
EXHIBIT C
3. 1, 1923

1982-83 5p 24 1983-84
General Fund Budget 2.5% Increase In
- Without a Vote-Million $ Budgeting Authority

ELEM. H.S. TOTAL APPROX. $
Great Falls $13.144 $8.350 $21.494 $537,000
Plains 0.525 0.449 0.974 24,000
Whitefish 1.493 1.016 2.509 63,000
Billings 16.923 9.939 26.862 672,000
Bozeman 4.234 2.668 6.902 173,000
Columbia Falls 2.411 1.430 3.841 96,000
Cut Bank * 1.117 0.603 1.720 43,000
Missoula 8.711 7.217 15.928 398,000
Butte 7.445 4.446 11.891 297,000
Helena 6.619 5.449 12.068 302,000
Stevensville 1.203 0.853 2.056 51,000
* Polson 1.356 0.815 2.171 54,000

BASIS: $7.8 million would fund a 1% increase in budgeting authority.
SB94 would produce approximately $20 million for the equalization

account.

*Cut Bank (83-84) would contribute $142,000
gain 43,000

——— e e

Net Loss 99,000
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SLUATE TAXATION COMHMITTEL

ELLiLEIL 7
Fep. 1, 1983
88 91

Amend
House Bill No. 91

page 2 line 7 strike
II640|I

Page 2 line 8 strike
"acres"

Insert after the word
"exceeding'' on page 2,

line 7 the following:
"one section"

Reason for amendment:

Some sections exceed
640 acres, and it was
the purpose of this bill
to permit forest lands
to be classified by
the section where
appropriate



STANDING COMMITTEE REPORT

We, your committee on taxation

¢

having had UNer CONSIABTATION vuevv.ereereeireeeiteeeetsteseresesssseiesesasesneesesesesreseseassnnsassnsanns House. . . .. Bill No......91.....

Mueller (Brown)

Respectfully report as foHows: That......cciiiririniciineirieereccein e rseeste st snsssstasssnsssassssssessaesssassonsasaressrs

third reading, be amended as

1. Page 2, line 7.
Strike: “640"

2. Paga 2, line 8.
Following line 7
Strike: “acraes”
Insert: “one section"

And, as s0 awended
BE COHCURRED 1IN

1,840 4

)

STATE PUB. CO.
Helena, Mont.

follows:

Goodover

Chairman.



STANDING COMMITTEE REPORT

... Pebruary 1 10,83

We, your committee on taxation

having had Under CoNSIABrAtION . ....ceiiicitieiir ittt eertere e seear e e s srseesesre s s sssasesseasesrsvenansa House ........ Bill No. 116

' Devlin (Severson)

Respectfully report as FOHOWS: That.......euiieiieeiiciiiiieecenicecreeeremueessmres e sssrssnrsensaesonsamstnseestassetsntanstnssesssnsssies Bill No....ccovererennnn,

BE CONCURRED IN
RRERIX

STATE PUB. CO. Pat M. Goodover Chairman.

Helena, Mont.



—r SQIANUIRU LUMMITILL KCruURi

MR. oo PRESIDENT.....oooiveee.

We, your committee on taxation

having had under CoONSIAEratioN .......ceiiiieiiiieniiiieir it reense e e e e ereeseasaaens Senate .......... Bill No....... 186

Respectfully report as fOHOWS: That....c.ii et crrter e ceraecsesaesssrvesssessanssesssasssasssnaseessnsaenanss Biill No

introduced bill, be amended as follows:

1. Page 2, line 13.
FPollowing: “credit of the"
Strike: “trust"

Insert: “local impact”

2. Page 2, line 1l4.
Strike: 1line 14
Insert: "90-6~202."

3. Page 4, line 10. :
Strike: “directly or indirectly"®

R. Page 4, line 13.
Following: “exceed®
Strike: ¥*40°*
Insert? "20°"

RRAELEX

(CONTINUED ON PAGE 2)

STATE PUB. CO. Chairman.
Hetena, Mont,
T x
2

' /’,/ ! r"’/
R/2RN



h
3

S. Page 4, line 15:

* Following: “gell,"
Sttike: “reassign®
Insert: “assign”

And, as so amended

Do Pass

STATE PUB. CO.
Helena, Mont.

raye £ Or

£

Pat M.

Goodover

Chairman.





