
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

March 17, 1983 

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

ROLL CALL: All members were present except Senator Towe. 

CONFLICT BETWEEN SENATE BILL 108 and HOUSE BILL 593: Chairman 
Goodover mentioned that he had received a conflict notice 
from the House concerning these two bills. A copy of the notice 
is attached as Exhibit A. Cort Harrington, Jr., the committee's 
staff attorney, will review the bills, talk with Mr. Pyfer about 
the situation, and report back to the committee. 

CONSIDERATION OF HOUSE BILL 621: Senator Lynch moved that 
HB 621 be tabled. He said since we passed SB 414 (which is 
similar to HB 621) to the House, Dan Bucks' (from the Depart­
ment of Revenue) problem will be addressed there. Senator 
Turnage said the House might decide not to do anything with 
SB 414. 

Cort distributed Representative Ramirez's amendments (Exhibit 
~). The committee also reviewed the amendments and compari­
son prepared and submitted by the Department of Revenue 
(Exhibit ~). 

Cort said HB 621 is a fairly complex bill and was difficult to 
draft. He asked the sponsors to review it carefully to make 
sure he had drafted it properly. The amendments are necessary 
to conform this draft to the federal law. He reviewed the 
Internal Revenue Code, the bill, and the amendments submitted 
by Representative Ramirez, and they are in conformity with 
the federal act. The Department of Revenue's amendments 
(Exhibit ~) are essentially the same as Representative 
Ramirez's amendments. 

Senator Goodover wondered if SB 414 and HB 621 were in conflict. 

Senator Eck said the Department of Revenue was fearful that 
companies who were eligible would not make the small business 
election. That would include a lot of large multinational 
corporations, and the fiscal impact could be great. Senator 
Turnage did not feel any multinational corporation would want 
to be taxed as a partnership. 

Senator Eck said the problem is tying this into the investment 
~ tax credit. 
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Jerry Foster, administrator of the Natural Resources and 
Corporation Tax Division of the Department of Revenue, said 
they had some concern regarding the language in the investment 
credit statute. Corporations with up to 35 shareholders 
would then be eligible for the credit. But he felt HB 621 
was workable with the department. 

Senator Lynch withdrew his motion to table HB 621. 

Senator Turnage moved that the amendments attached as Exhibit 
__ ~_ (Representative Ramirez's amendments) be adopted. The 
motion was seconded and passed unanimously. 

Cort said that the investment credit policies are not addressed 
by the amendments just adopted. 

Senator Lynch moved that HB 621, as amended, be tabled. The 
motion was seconded. 

Senator Elliott said the purpose in amending here is to avoid 
paying the 6 3/4% tax set out in 15-31-121, MCA, and just 
pay the 2% to 11% tax in 15-30-103. The accountants would 
prefer SB 414 over HB 621 . 

A vote was taken on Senator Lynch's motion to table, and it 
passed unanimously. 

Senator Elliott will try to resolve the lawyer/accountant 
differences with the supporters of these bills today. 

DISPOSITION OF HOUSE BILL 730: Senator McCallum moved that 
HB 730 BE CONCURRED IN AS AMENDED (the amendments were adopted 
on March 16). The motion was seconded and passed, with Senator 
Eck voting no. Senator McCallum will carry the bill on the 
floor. 

CONSIDERATION OF HOUSE BILL 126: Senator Eck said the difference 
between her bill (SB 89) and Representative Kitselman's HB 126 
is that his bill provides for 3% of the bond principal up front. 
Cities charge from 2% to 7% for the administrative costs of 
preparing an SID. HB 126 allows a maximum of 3% of the principal 
to be charged by counties to cover expenses. The 5% that 
goes into the revolving fund was approved two years ago for 
SIDs (7-12-4169(2), MCA) and helps take care of delinquency 
problems. 

Senator Eck moved that HB 126 BE CONCURRED IN. 

Senator Norman said maybe the committee should consider 
taking the 5% out of the bill. Representative Kitselman, the 
sponsor of the bill, had told Senators McCallum and Hager that 
he didn't object to the 5% coming out. 

Senator Turnage said there is an 8% potential built into this 
bill. Senator Eck's concern about Bozeman needing to_ add this 
3% to cover costs is correct, he said, but Bozeman would still 
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have to levy an amount in addition to the 3% to cover its 
costs. 

Senator Eck said this would provide a cushion for the future. 

Senator Crippen said that under the bill the 3% is not optional. 
The counties really want the 3%. 

Senator Turnage thought section 2 of the bill should be stricken 
in its entirety. That would cut it to 3%, he said, and he 
also didn't like the reference to "annual" on page 1, lines 5 
and 22. He wanted that stricken. 

Senator Elliott wondered if they should be allowed to deposit 
any money remaining in the district fund into the operation 
and maintenance fund. 

Senator Turnage felt they would do this every year. 

Senator McCallum suggested striking lines 17-21 on page 2. 

Senator Eck suggested striking lines 1-6 on page 2 and changing 
the 5% in line 19 on page 2 to 3%. 

Senator Eck withdrew her motion that HB 126 BE CONCURRED IN. 

Senator McCallum moved to strike section 2 of the bill in its 
entirety. No second was made to the motion. 

Chairman Goodover appointed a subcommittee consisting of 
Senators Crippen, Eck and McCallum to review the bill and 
report back to the committee with recommendations. 

DISPOSITION OF HOUSE BILL 645: Senator Turnage recalled that 
in the 1981 legislature, a law was passed requiring governing 
bodies not to approve final subdivision plats unless no real 
property taxes assessed and levied on the ~and to be subdivided 
were delinquent. (76-3-611(1) (b), MCA) He also wanted to 
make sure that srDs and RSIDs had to be current when transfer 
was made. 

Senator Gage moved that HB 645 BE NOT CONCURRED IN. 
was seconded and passed with Senator Eck voting no. 
Gage will carry the bill on the floor. 

The motion 
Senator 

CONSIDERATION OF HOUSE BILL 690: Senator Mazurek commented 
that not many peop~e buy at judicial sales because they know 
they can get the property for just the delinquent taxes and 
after three years, can get a tax deed. 

senator TUrnage explained that a person can apply for a tax 
deed and publish notice of such application in the paper. A 
county can apply for a tax deed to the land for delinquent 
taxes after 36 months have passed, if no one has redeemed the 
land. If a person holds certificates of sale and no one redeems 
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the property within the time allowed, he can get the tax 
deed. 

Senator Turnage moved that HB 690 be tabled. The motion was 
seconded and passed unanimously. 

DISPOSITION OF HOUSE BILL 724: Senator Lynch moved that HB 724 
BE CONCURRED IN. Senator Halligan noted that Representative 
Dave Brown had a bill similar to HB 724 but which is supported 
by the hard rock mining council (HB 446). 

Senator Turnage thought section 4 of the bill should be stricken. 
As soon as they get the money, he said, they (the Butte people) 
will strike for a raise. Senator Crippen disagreed with Senator 
Turnage. He noted that on page 3, line 25, they have excluded 
social and economic impacts. One can say this is for Butte, 
but testimony on this bill indicates this could be adapted to 
Stillwater County and other impacted areas. What else is 
this for but to mitigate these impacts (environmental, social 
and economic)? This may be a way to go about solving tail end 
impacts. 

Senator Turnage suggested that the bill be amended to include 
a sunset provision. 

Senator Brown thought the problems with the pit in Butte should 
be taken care of by Arco. We can help some, but not to the 
tune of 30% from this fund. Senator Eck also felt this was 
over-appropriated. 

Senator Goodover said the funds for those impacts were already 
budgeted for by the governor. 

Senator Crippen said that the legislature, not the governor, 
makes the decisions. 

Senator Eck moved to amend HB 724 as follows: 

Page 3, line 25. 
Strike: II IMPACTS , NOT INCLUDING" 
Insert: II II , 

The motion was seconded. 

Senator Hager mentioned that he carried a bill (HB 200) which 
would put the Super Fund into effect in Montana. Under that 
bill, the company responsible for creating impacts has to 
cooperate with the government in cleaning up hazardous wastes. 
It goes along with this bill but handles only the problems 
the federal government has named. It takes 6% of the interest 
income out of the resource indemnity trust account. 

A roll call vote was taken on Senator Eck's motion to amend, 
and her motion passed 8-6. 
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Senator Norman moved that this act sunset on June 30, 1987. 
The motion was seconded and passed unanimously. 

Senator Lynch moved that HB 724 BE CONCURRED IN AS AMENDED. 
The motion was seconded and a roll call vote was taken. The 
motion passed 9-5. Senator Lynch will carry the bill on the 
floor. 

Chairman Goodover announced that the Taxation Committee would 
not meet on Friday, March 18, or Saturday, March 19. The 
committee will meet again on Monday, March 21, at 8 a.m. to 
hear House Bills 706, 779, and 780. The meeting was adjourned 
at 9 a.m. 

Chal.rman 
<.:.,..-_/ 
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SENATE TAXATION COMMITTEE 

48th LEGISLATIVE SESSION -- 1983 
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SENATOR BROWN 
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Conflict Notice 

Date _______ ~ __ /_~~;I! __ ? __ ~ ____ __ 

TO: Q/House Coromi ttee on _~ __ a_x __ ~_t_, _I' D_'7-<--_________ __ 

Chairman: Sel)t(to L' tiool {)II'~ Y' 
----------------~-------------------------

Commi t tee Sta f f : ___ C_o.....;l'~i ____ H~4-=-1'.....;f'......:I_· 11-'-::)~1:-C-'--,"----.---------
Other :, 

~-------------------------------------------

This is to notify you that SB~ 5 v3 , now under considera­

tion by your committee is in conflict with HB~ /vtr, 
which has passed both the Senate and the House. Both bills 

amend MCA / r;- - J? - JO':;-- " s8 J 0$ A;"~ ~ 

/v~ ~ ~j yY\. ~~ -r JA ~ 
~~~ N~ ~ tA-~~. 
~JkJ_U~~~~~~~ 
i4~~ i·H!3513~~~ , 
~ (J'e -Ii ~~ ~ sg/r-Jj ~~~tAr ~J7115513/. 

&.J/ ~ In-.~ ~ ...... ~ ~ q f-'-1+~H?':1""W 
~ ~~c;.;;;=~~ ii sBhK, " -"',:~;ill".' 

. It 1.S IMPERATIVE that the conflJ-ct be resolved~o>J;, ;; ~"'_~"'::I:.~,",,':';;":' / 
~ ~ i J5"- 3')-I()5"JtU~~ 5B lOB', ti ~~ I',""r~;',' 

~£jJ::i1 Staff 
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SENATE TAXATION 
EXHIBIT B 
MARCH 17, 1983 
HB 621 

Proposed amendments to HB 621, third reading copy 

1. Page 2, line 25. 
Following: "(ii)" , 
Strike: "at any-time during the taxable year or" 

2. Page 3, line 1. 
Following: "third month of the 
Strike: "following" 

3. Page 3, line 6. 
Following: "taxable year" 
Strike: "during such year or" 

4. Page 3, line 7. 
Following: "third month of the" 
Strike: "following" 

5. Page 3, line 17. 
Following: "taxable year" 
Strike: through line 18 

6. page~, line 22. 
Following: "revocation made" 
Strike: "during the taxable year or" 

7. page~, line 23. 
Following: "third month of the" 
Strike: "following" 
Insert: "taxable" 

8. Page 9, line 5. 
Following: "their" 
Strike: nestate" 
Insert: "estates" 

9. Page 12, line 9. 
Following: "income beneficiary" 
Strike: "in" 
Insert: "of" 

JCH3/HB 621 



1-113 

/ ' . 1/ 
I ,,~ ) 

u.c.L~~.J..c. J..~.r.~.J. J.Vl~ L.Vl'lJ.'lJ.'J.''J.'.b.b 

EXHBIT C (page -1- of 4 pages) 
MARCH 17, 1983 
HB 621 

r~ /{o 4» 

Se,-r '-cJif 7, Section 15-31-123. I4CA. Is a.ended to re~d; 

"15-31-123. Invest~ent credit. (1' The purpose of this 

section Is to allow s.all businesses to take an Invest.ent 

credit as provided for In subsection (3, and to stillulate 

capital Invest.ent by the saall business sector. 

(2) For the purposes of this section. "saall business· 

.. ans a business that ts-et+~+b~-~-etee~~o-be-te~ed-~"d.r 

~~_p~o.+s+e~_ef-~§_'t_28~-w~eP-Op-fte~-•• eh-et.~~-+' 

.. de. dQe~Qt..billttU. 

lal __ ~QLe_tbaD-1Q_sbA~bQldeC$1 

l bl_~a_-'ler:UD-IfbQ..u..QQt.-AD...lwU.lt.ls1Ial.-LQt,ber t,baD-alIl 

, IUUtll ~QC._Qt.bl:1:_tbiln_il..1.ws.t..J1US:C.ll1eLlll--ll::ll-2gI) aL-il 

1bilUhlUdec.l 
L S:l __ il_DQ/lC,CSldaDt-illltlD-n-Ls.baUblili.1er ; aQd . 
Ldl_IIHlU..1bilD-'UlLs:lilS5_11f $ t,ack. 

(3) There is allowed as a credit against the taxes imposed by 15-31·101, 
15-31-121, and 15-31-122 a percentage of the credit allowed with respect 10 
certain depreciable property under section 38 of the Internal Revenue Codt 
of 1954, as amended, or as section 38 may be renumbered or amended. 

(4) The amount of the credit allowed for the taxable year is the sum of: 
(a) 30% of the amount of credit determined under section 46(a)(2) of the 

Internal Revenue Code of 1954, as amended, or as section 46(a)(2) may br 
renumbered or amended; , 

(b) the investment credit carryovers carried to the taxable year as pro­
vided in subsection (6); and 
'(c) the investment credit carrybacks' carried to the taxable year as pro­

vided for in subsection (6). 
'(5) Notwithstanding the provisions of subsf,lction (4), the investment 

credit allowed for the taxable year may not exceed the taxpayer's tax liabilil)' 
for the taxable year. In the. event the taxpayer's tax liability for the taxable 
year exceeds $5,000, the investment credit may not exceed $5,000 plus 50r. 
of the tax liability in excess of $5,000. ' 0 0; , 

(6) If any part of the investment credit is not applied against the tax lia· 
bility for the taxable year because of the limitations imposed under subsec· 
tion (5), the unused portion shall be carried back and carried forward in 
accordance with the provisions of section 46(b) of the Internal Revenue Code 
of 1954, as amended, or as section 46(b) may be renumbered or amended, 

l' (7) The investment credit allowed by this section is subject to recapture 
as provided for in section 47 of the Internal Revenue Code of 1954, as 
amended, or as section 47 may be renumbered or amended. 

_ •• _,.. _ _ •• I0I0, •• 

Kelt U,M.ber- :11 f ~«.tse.1 "~,.., t­
";JCc()fJI"1'Y · 
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EXHBIT C (page ~ of 4 pages) 
HARCR 17 I 1983---
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House Bill 621 Amendments 

---------_._-

After: by a 
Delete: small business 

After: (ii) 
Delete: at any time during the 

taxable year or 

After: month of the 
Delete: following 

After: taxable year 
Delete: during such year or 

After: Month of the 
Delete: following 

After: taxable year 
Delete: or 
Insert: and 

After: a revocation made 
Delete: during the taxable year or 

After: month of the 
Delete: following 
Insert: taxable 
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DEPARTMENT OF ~tQLJpage ~_ of 4 pages) 
!1A'rrCl.i11, TIl a 3 
nil 621 

TED SCHWINDEN. GOVERNOR MITCHELL BUILDING 

- Sf ATE OF MONTANA----
HELENA. MONTANA 59620 

Comments on House Bill 621 

The attached amendments proposed by the Department of Revenue 
will provide the following clarifications: 

(1) The eligibility for the investment tax credit is determined 
by the provision of section 15-~1-201. The amendment pro­
posed for page 1, line 16, would maintain the current 
requirements for the investment tax credit. In other words, 
only corporations with 10 or less shareholders would contin­
ue to be eligible for the credit. Without this amendment, 
regular corporations with up to 35 shareholders could be 
eligible for the credit which would have a significant 
impact on revenues generated by the corporation license tax. 

(2) The existing language would allow a corporation to elect 
small business status 2~ months after the end of the taxable 
year. It appears that the intent was to provide that an 
election must be filed within 2~ months of the beginning of 
the taxable year which would be identical to the federal 
election requirements. The amendments proposed for pages 2 
and 3 provide the same time periods specified in the Inter­
nal Revenue Code. 

(3) The time periods specified for revocation (page 6) have also 
been amended to conform with the provisions of the I.R.C. 
Again, it appears that this was the original intent. 

··AN EOUAL OPPORTUNITY EMPLOYER· 
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Comparison of House Bill 621 and Senate Bill 414 

H.B. 621 with the proposed amendments will provide (1) relaxed 
eligibility requirements; (2) an additional 45 days to file 
small business elections; and (3) will more closely tie the 
provisions of the Montana small business statutes to the recent 
changes in the federal Internal Revenue Code. 

H.B. 621 provides for these changes within the framework of the 
current statute and does not pose any new administrative prob­
lems. The bill also has the support of the Montana Bar Associa­
tion whose members assist and advise a majority of the 
corporations electing small business status. 

S.B. 414, while intending to do essentially the same things as 
H.B. 621, has several serious deficiencies. The major problems 
are described below: 

(1) Requirements for small business elections are tied to the 
Internal Revenue Code which would automatically subject the 
state to any subsequent changes in the federal statutes. 
This could have significant economic consequences and would 
effectively change our statutes without allowing the Montana 
legislature to review the changes before they are enacted. 

(2) No time period is specified for filing copies of the federal 
election with the department. 

(3) The section allowing the department to terminate an election 
if a corporation no longer qualifies has been deleted. The 
only way a state election could be t'erminated by the depart­
ment is to first have the IRS terminate the federal elec­
tion. This would be unworkable. 

(4) The section allowing the taxpayer to revoke a state election 
has been deleted. This would require revocation of the 
federal election in order to revoke the state election. 
Corporations now have the option to maintain a different tax 
status for state and federal purposes. This option is 
retained in H.B. 621, but not in S.B. 414. 

(5) The section requiring a five-year waiting period after revo­
cation or termination before "requalifying" as a small busi­
ness has been deleted. This would allow continual changing 
of reporting method by corporations and could have an impact 
on tax revenues. 

"AN EOUAL OPPORTUNITY EMPLOYER" 
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..................... ~~?~ ... ~.?. ........................ 19 .S.l ...... . 

MR ....... P.~SlP.iN% .............................. . 

We, your committee on ...... t.uatio~ ........................................................................................................................... . 

having had under consideration ....................................................................................... Hous.e ............. Bill No .... 13.0 ..... . 

Shontz (McCallum) 

Respectfully report as fOllows: That ................................................................................ ~~~~~ ............... Bill No ... .?~.~ ...... . 
third reading copy, be amended a. follows: 

1. Page 3, line 2. 
Strik., -subsection-
Insert: -subsections (2)(&) and-

2. Page 3, line 10. 
Following' loin. 9 
Inaert: -(1)· 

3. "98 3. 
POllowingl . line 21 
In •• rtl • (2) In order to aCCGllllOdate change. in the fiDancial 

district structure and impl ... ntation of the reconstruction program, 
the departaeat may s~,.pend the 25' overrun limitation on the allocation 
of federal aid primary funda for fiacal year. 1984 aDd 1985.-

ADd" .a ao aaended, 
DB COHCUlUlBD IH 

j." 
nUft 

STATE PUB. CO. 
Helena, Mont. 
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................... I:1Ar.ch ... l.7. .......................... 19 .S.3. .... . 

MR ........ ~.~~p.~~~ ............................. . 

. We, your committee on .... ~.~~:t;:;~.9~ .............................................................................................................................. . 

having had under consideration .............................................................................................. UAlM~f:il ....... Bill No ..... 6.~.S ... .. 

Sale. (Gage) 

Res~ctfully report as follows: That ...................................................................................... HQ\188 ........ Bill No .. .6(5 ........ . 

third readinq copy 

DB Ro-.r CONCURRBD Dl 

t • 

. ........... , ...................................................................................... . 
STATE PUB. CO. Pat M. Goodover Chairman. 

Helena, Mont. 
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................ ~~c.b ... 11 .............................. 19 ..... 8.3 .. 

. _ MR..--.r..-.~ ...... ~~.~.~~ .......................... . 

We, your committee on ..... ~~~~.~~ ............................................................................................................................ . 

having had under consideration ............................................................................................. J.Q.M!'-~ ...... Bill No ...... 1.~ .•.... 

Daily (Lynch) 

House 724 
Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

third reading copy, be amended as follows: 

1. Title, line 9. 
Pollowing a - DATE-
Insert: -AND A 'l'BRMINATIOli DATE-

2. Page 3, line 25. 
Pollowing I line 2" 
Strike, -IMPACTS, HOT INCLUDING­
Insert, -, i 

3. PaV8 4, .u.ne 15. 
Following' -date-
Insert a -and te%aiIlation date-

4. Page 4, liDe 16. 
l'oUowJ.ng, -1983-: 
IllaeJ:t:., -and ahall terainate JUDe 30, 1987-

STATE PUB. CO. 
·········Pa:t···M~···GOOdover························Ch~i~~~~: ........ . 

Helena, Mont. 
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SENATE cx:M1ITI'EE TAXATION ---------------------------

Date f4a~ 17, 1983 ik&42 ~ill No. 7?1 Tirre 9':0 7 

NAME 
I 

SENATOR GOODOVER, CHAIRMAN y/. 

SENATOR McCALLUM, VICE CHAIRMAN / 
SENATOR BROWN ~ 

SENATOR CRIPPEN V 
SENATOR ELLIOTT ~ ~ 
SENATOR GAGE V" 
SENATOR TURNAGE V 

SENATOR SEVERSON V 
SENATOR HAGER I V 

SENATOR ECK 

SENATOR HALLIGAN ~ 

SENATOR LYNCH ~ 
." 

SENATOR NORMAN v/ 
SENATOR TOWE II 
SENATOR MAZUREK 

.. ~ 
Secretary~ Barbara J. Effing 

. M::>tion: . 
Chairman: Pat M. Goodover 

----------------------------------------------------------

(include enough infoonati.on on notion-p..It with yel.l.ow ~ of 
ccmnit;tee report.) 
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SENATOR GAGE 
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SENATOR SEVERSON 

SENATOR HAGER v 
SENATOR ECK 

SENATOR HALLIGAN V 
SENATOR LYNCH V 
SENATOR NORMAN t./' 

SENATOR TOWE A 
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Motion: . 
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