MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE
HOUSE OF REPRESENTATIVES

February 6, 1985

The nineteenth meeting of the House Taxation Committee
was called to order at 8:03 a.m. in the state capitol
in room 312-1 by Chairman Gerry Devlin.

ROLL CALL: All members were present with the exception
of Representatives Harrington and Harp. Also present
were Dave Bohyer, Researcher for the Legislative Council,
and Alice Omang, Secretary.

HOUSE BILL 64: Representative Cody, House District 20,
introduced House Bill 64 which would eliminate property
taxes on livestock and corrects an unjust and unfair

tax on an industry that is in deep trouble in our state.
That trouble has been brought about by two things - one
is the sale price of the product and the other is severe
drought conditions over several years time. This bill
addresses neither of these problems, it is just one
strategy of offering relief to that industry and it is
the responsibility of government to give that relief and
not add to the problems that exist. Montana livestock
producers are one of Montanas main industry and a lowering
of taxes may keep some people in the livestock business.
She distributed Exhibit 1, which is the grey bill.

Mons Teigen, Montana Stockgrowers' Association, stated
that the idea of removing the tax on livestock has been

a policy of the Montana Stockgrowers' Association for

a number of years, and Montana stockmen should be treated
the same as businessmen in dealing with his inventory.

Carol Moser, Montana Cowbelles, said they believe live-
stock should be exempt from taxes as is other business

inventory and this will give agriculture relief in this
area.

Pat Underwood, Executive Vice President of the Montana
Farm Bureau, supports House Bill 64, and most western
states have removed this unfair tax on the livestock
producer. See Exhibit 1A.

Lavina Lubinus, representing Women Involved in Farm

Economics, supports this bill but feels that the removal
of taxes on all livestock would break some of the counties.
See Exhibit 2.
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George Vogt from the Bitterroot, stated his family

has been in the cattle business since 1886; he supports
this bill to remove the inventory tax on cattle; live-
stock owners pay a special tax to support the Livestock
Board and this is in addition to the 4% tax on inventory.
He feels this business should be treated like other
businesses.

Henry Weschenfelder, a cattle feeder from the Billings
area, supports this bill. He feels that they need some
help on this inventory tax on cattle. He contended the
neighboring states around us do not have a tax on their
cattle; a lot of these cattle, in the fall of the year,
leave the state of Montana and go to these other states
where there is no tax on cattle; there is no way to
pass the tax on to consumers; and the cattle feeding
business could be built better in Montana. He said that
more cattle would stay in our state, instead of being
shipped to other states to be fed to avoid the tax. If
the cattle stay in Montana they have to use the feed
that is produced in Montana so that gives the grain
grower a good market, he commented.

William Michel, Jr., representing the Moutain States
Feedgrowers' Association of the state of Montana,
supports this bill. See Exhibit 3.

Jack Asay, representing the Montana Cattle Feeders'
Association, supports House Bill 64. See Exhibit 4.

Bill Kimpton, a rancher from Toston, Montana, testified
that he has been in the cattle raising business since
1949; he is in support of House Bill 64; and feels if
other businesses don't have an inventory tax then neither
should the cattle business.

Janelle Fallan, representing the Montana Chamber of
Commerce, is concerned about the economy of Montana and
agriculture is the most important segment of that economy
and supports this bill.

Leroy Gable, a Yellowstone Valley farmer raising small
grains and corn sillage, stated that the sugar industry

is not in very good shape; we can either become cattle
raisers or feed growers; the impact that the cattle
feeding industry has on our business is dramatic; and

this is the only way we can provide a living for ourselves.
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Stuart Doggett, Montana Association of State Grazing
Districts, indicated that they support House Bill 64.

Representative Dean Switzer, District 28, spoke in
favor of House Bill 64. He contended that taxes rank
among the top of livestock expenses; most counties have
a lowered cattle population; the time is right, and the
services of the government can be reduced; and there
are those who consider government an industry.

There were no further proponents.

OPPONENTS: Owen Nelson, representing the Montana
Education Association, said that the economic depression
being experienced in the agricultural industry is not
being questioned - it is real and deserves full consider-
ation - the concern of the MEA is adequate funding for

the education of Montana youth. He stated that they
therefore, oppose any furthererosion of the property tax
base; unfortunately, public education depends very heavily
on property taxes for its operation; the millions of
dollars lost in the implementation of House Bill 64 would
have to be made up by a larger appropriation of funds

from the state general fund by the legislature; he
contended that the additional appropriation would not

be presented as relief for the agricultural industry;
instead it would be considered as a further unreasonable
request from the educational community. He indicated

that they support the assistance to the cattle industry
but not in terms of inadequate funding for public education.

Gordon Morris, Montana Association of Counties, spoke as
an opponent of this bill. He advised that their concern
is the effect this bill would have in respect to property
taxes and in the interest of equity, the comparison of
livestock and business inventowy they felt that they
should be looking at restoration of business inventory
taxes in Montana. An analysis, in regards to counties

is given to the secretary as an Exhibit 5.

There were no other opponents of House Bill 64.

QUESTIONS ON HOUSE BILL 64: Representative Williams asked
Representative Cody if the inventory tax was repealed
would they be showing discrimination to the farm industry
as there are quite a few other categories of livestock.

Representative Cody said that they redefined livestock by
including sheep and everything in the grey copy.
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Representative Asay noting the elimination of livestock
as inventory asked if there is a distinction between
a brood cow and produce.

Mons Teigen said he believes the brood cow is similar

to a machine. The cow goes on the tax roll when she

is nine months of age and she does not become productive
until she is a two-year-old or better.

He said that most contractors wouldn't keep their
equipment in their storeyard for two years before they
hit the switch on it, and the committee would be fair
to advance the age of a taxable cow to two years of age
rather than nine months.

Representative Asay asked Mr. Morris if there were
figures of how many cattle are actually taxed in these
rural counties as opposed to those being shipped out and
if this distinction were made, what effect would it have
on the rural counties.

Mr. Morris responded that the department of revenue
produces figures in terms of the aggregate total in

each of the various categories included under class

6 property and that that information could be obtained.
He advised that according to the department of revenue,
these figures came in from state reports from the county
assessors; every year they have to do an aggregate
breaking it down by age of livestock and type of livestock
and they can give the market in taxable value - this is
what the fiscal note is based on. As far as how much

is in feed lots or grain fed, they do not have that
information, he indicated.

Representative Raney wondered if Mr. Teigen was aware
of all the bills wanting tax relief; the legislature
has been turning them all down, the problem is there
isn't any money in Montana to fund these services and
the impact is over 16 million dollars in the next two
years. If we could help out the cattle industry is
there a way to do it without losing the 16 million
dollars in the biennium - is there a way to work it
gradual he inquired.

Mr. Teigen replied that the money is going to have to be
made up with an increase on the levy of real property
and he suggested that real property can be taxed more
equitably than personal oroperty.
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Representative Iverson asked what the impact would be
if they took the cattle kept for reproductive purposes,
and left them on the tax rolls and Mr. Morris responded
that they could break that down and give the committee
some figures.

Representative Ellison asked Representative Cody if
there has been any information of what the total impact
would be in the revised bill.

Representative Cody indicated that she had requested a
second fiscal note and this would set it up on a per-
head basis for the Department of Livestock.

Representative Gilbert inquired of the department of
revenue if agriculture could furnish a list of the
tax breaks, and tax exemptions that are now furnished
agriculture.

Mr. Morris answered that they could do this.

Representative Patterson asked how many of those bills
that reduce taxes have been passed and Mr. Morris replied
that there has been none.

Chairman Devlin asked Mr. Graham if this adequately
funded the activities of the Department of Livestock.

Mr. Graham said that the fiscal note was given to them
yesterday and would reduce the amount of revenue to the
department in total by approximately $199,000 per year.

Representative Sands asked Mr. Monroe if there was a
reason or rationale to distinguish livestock inventory
from business inventory.

Mr. Monroe pointed out that the department was opposed
to this bill. He advised that as far as the rational
between the mainstreet industry and whether livestock
is equitably treated or whether it should be considered
in the same vein, that argument was brought up in 1981
when the reduction was dropped from 24 percent; that
whole argument was based on the fact that the livestock
should be treated the same as business inventories;

the main thrust behind that was that the farmers and
ranchers merely wanted their inventory treated the same
as the mainstreet businessman and it was only after that
bill was already through, that the inventory tax was
removed from the tax roll.
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Representative Asay asked Mr. Nelson if the MEA would

be willing to sit down with other groups to look at

the tax system and try to evolve something that would

be more stable, more friendly, more equitably distributed,
including sales tax? They have had a strong opposition
to the sales tax in the past but we have just about
destroyed the tax system, he contended.

Mr. Nelson responded that they are not going to tell

the legislature where to get the money to fund education,
but the MEA would be there and look at the whole structure
and be happy to participate in any suggestions.

Representative Ream asked Mr. Teigen about taking live-
stock off of the tax. He noted that it would seem that

one way to get around this is reform in the area of

income tax so that when an individual rancher or farmer

is doing poorly his tax would be less, and when times

are good his tax would be greater. He questioned if they
would support some type of progressive reform in income

tax as a way to offset these kinds of decreases in property
tax.

Mr. Teigen answered that this is a question he would have
to refer to a higher authority, but they would be willing
to look at this type of legislation.

There were no further questions.

Representative Cody closed on House Bill 64 by asking for
a show of hands of those who were in favor of House Bill
64 but did not testify. She said she understands that
some counties are losing tax money that is needed for
many things; they have already lost that tax base through
the sale of these herds; and she stated that if the
agricultural community has to cinch in its belts then so
do all of us. Until this crisis is felt by one and all,
nothing will ever be resolved she contended, and this bill,
if passed, may keep some of the people in the business
going - it's just one small step of many that have to be
taken.

The hearing was closed on House Bill 64.

CONSIDERATION OF HOUSE BILL 92: Representative Gene Ernst,
District 29, advised that this bill creates a new class

of property for agricultural implements and equipment;

it pulls farm machinery out of class 8 and puts it into
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a class 13; there is a reduction of taxable rate -
farm machinery would be taxed at 6%. House Bill 92
is designed to bring some property tax relief for
the agricultural sector of Montana, he continued,
presently the ag equipment and machinery is taxed at
11% of the assessed valuation; and this bill would
cut that approximately in half. He indicated that
the agricultural people and the implement dealers
requested that something be done about this sharply
increasing tax burden caused by the dollar value

and the present tax rate on farm machinery; twenty
years ago you could buy a large farm tractor or
swather for $5,000 and an 11% tax rate against this
figure wasn't too bad. Today a large tractor for

a family farm lists at $100,000 dollars; for the
livestock people a swather is $50,000 and 11%
against these figures produce a good size tax bill.
He explained in Fergus County the annual tax bill

on a large tractor or combine with a market value of
$50,000 would be $2,000 a year and he informed the
committee over the ten-year life of that tractor
that tax burden is $20,000 on that single piece of
equipment. This is unduly burdensome, he contended.
Representative Ernst presented some letters from
people supporting this bill. See Exhibits 6 through
11. He further explained that farm machinery is very
seasonal; combines on the family farm today run about
100 to 200 hours and then are parked, and used two
weeks out of the year; the fiscal note shows that
agricultural equipment is valued at $75 million in
the state; farm machinery is generating a large amount
of dollars.

Representative Ernst was requested to present testimony
by Gene VanDosten, President of the Montana Cattlemen's
Association. See Exhibit 12.

Blake Wordal, representing the Montana Hardware and
Implement Association, testified that agriculture in
Montana is facing an uncertain future; our industry
reflects that turmoil; we lost 8% of our farm equipment
dealers who simply went out of business or went bankrupt;
this year we expect to lose 12 to 20% more. The use

of machinery is a very seasonal use, he advised, and
House Bill 92 is a small step to aid agriculture.

Pat Underwood, representing Montana Farm Bureau, stated
that they support House Bill 92.
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Mons Teigen, Montana Stockgrower's Association, added
that they can't overlook the fact that agriculture in
Montana is in a tough way; and if you consider the
seasonality of the use of farm machinery compared to
other types of machinery, this bill is well justified.

Bob Gilbert, Montana Woolgrower's Association, said
the key on this bill is in the terrific increase in
the cost of the farm machinery from 10-20 years ago
and you are still taxing it at the same rate.

Lavina Lubinus, representing Women Involved In Farm
Economics, believes that they pay a high price in
machinery and hate to pay for it twice at the tax
office; and they urge support of the bill.

William Michael, Jr., representing the Mountain States
Sugarbeet Growers Association of Montana, stated that
we favor a separate class for farm machinery because
of the nature of farm machinery ownership and use;

the cost of farm machinery cannot be passed on in
commodity prices; the high cost of farm machinery is
not easily recovered due to short use periods, low
farm income, and specialized machines such as combines,
have a high cost and can only be used for one use yet
need to be considered a cost item for the entire year.
He continued that these specialized machines create

a special problem for the farmer and rancher; soil

use and conservation practices, especially in irrigated
agriculture demands crop rotation; more crops and more
crop rotation, means more specialized equipment and
larger equipment and inventories. He advised that
limited farm labor has made us more dependent on the
use of farm machines to remain in the farming business;
and in the case of the sugarbeet growers, they now own
substantial inventories of sugarbeet producing-
equipment, but their inventory is virtually worthless.
He contended that there is something wrong with a tax-
ation system which creates these kinds of inequities,
and agriculture simply cannot carry that big of a burden.

Leroy Gable said he feels that machinery should not be
assessed in the same class as construction machinery
because of agriculture's inability to pass on costs

to the consumer.

There were no other proponents of House Bill 92.
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OPPONENTS: Owen Nelson, representing Montana Education
Association, testified that they oppose House Bill 92
on the basis that it would further erode the property
tax base in Montana; public education depends heavily
on that tax base for its support; and this particular
bill would take $4 million a year out of the education
budget.

There were no other opponents.

QUESTIONS ON HOUSE BILL 92: Representative Raney

noted that farmers and ranchers have ways of writing taxes
off, so on a $50,000 dollar machine that over 10 years
you pay $20,000 dollars in taxes; he asked if there are
not tax credits and other things can be used to recover
some of that $20,000.

Representative Ernst replied that property tax is a
deductible item on state and federal income tax, but
if you have a negative income, the tax is a total cost
to you. He advised that there is a very small percent
of farmers and ranchers showing a profit, so it is a
direct cost.

Representative Ellison asked if the depreciation schedule
is any different from farm machinery than any other type
of machinery.

Representative Ernest answered that the federal and
state tax schedules are changed almost yearly; on the
state and federal you can depreciate on accelerated
depreciation to get more dollars to offset your federal
and state; but that has nothing to do with your county
tax. He advised that county tax is based on the value
of that machine - a $50,000 machine hardly depreciates,
hasn't in the past and seems to stay constant according
to the department of revenue; and as new machinery get
more valuable that old one stays constant.

Representative Ellison asked about equity.

Representative Williams asked where the tax burden should
be shifted to maintain stability in local governments
and schools and the financing of state government.

Representative Ernst said he believes all these property
tax relief bills are pointing in to a direction that
there is no single answer to; we should look at all

other tax sources more carefully as there is undue burden
in this particular class.
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Representative Switzer noted that there is a need

for maintaining the tax base and disallowing of the tax
base. He asked if there is a real earnest effort to
reduce the cost of government or hold down the increase
in the cost of government if there is any indication
that benefits to agriculture or hardware or implement
dealers has increased 10% in the last biennium.

Representative Patterson asked if construction machinery
would be left in Class 8 and Representative Ernst
responded that this is only pulling out farm equipment
and machinery.

Representative Schye asked if there was a definition
for agriculture equipment because some of these same
tractors are used in construction.

Representative Ernst advised that there are several
different depreciation schedules according to use.

Representative Asay indicated that it is undesirable
to own property - you are better off if you don't
own anything, and what position would your organiz-
ation take if they were asked to participate in a
study for a reevaluation of our tax picture in the
state of Montana, including the sales tax.

Mr. Nelson responded that their tax committee and
their board of directors would welcome such an
opportunity to examine this.

There were no further questions.

Representative Ernst closed on House Bill 92 by

saying that he hopes these agricultural bills are not
symbolic in their individual consideration; and it

has brought out a philosophy here that seems to prevail.
There is a problem out there, he contended, and farm
machinery in the past held its value and agriculture
cannot pass this tax burden on.

The hearing on House Bill 92 closed.

CONSIDERATION OF HOUSE BILL 322: Representative Jack
Moore, stated that this bill affects class 3 and 4
properties in this state owned by an individual who
is not a U.S. citizen. Basically, all the bill does
is add a 20% surcharge to class 3 and 4 lands and
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properties and improvements that is owned by an
individual, in addition to the normal property taxes.
He advised that they found over the years that there
are certain individuals that own land, houses, condos,
apartments, who utilize these two or three months of the
year and rent them out the rest of the year; they pay
no income tax; the money is put in their pocket; and
they are gone. In order to help the local community
where these people are he noted that this bill puts a
20% surtax on the normal property taxes split up among
the local factions entities.

Terry Carmody, Montana Association of Realtors, said
they understand the reasoning for this bill but would
like to point out that it will have a chilling effect
on foreigners coming into the state and buying real
estate.

There were no other proponents.

OPPONENTS: Janelle Fallon, Montana Chamber of Commerce,
said that they are suppose to have equity between classes,
but this would result in an inequity between classes.

There were no further opponents.

QUESTIONS ON HOUSE BILL 322: Representative Ellison asked
if they would object to a reciprocal agreement. Represen-
tative Moore responded that the Department of Revenue, at
one time, worked out a chart showing which people of
certain nations owned property-the numbers of acres of
properties owned, etc., and found there were some 257,000
acres of foreign-owned properties in the state of Montana.
The nations who owned these properties were: the Republic
of Panama number one; Canada was number 6 or 7 and Canada
passed a law in Saskachewan putting a tax on foreign-owned
property.

Representative Sands asked about constitutionality and
Representative Moore responded that there were no
constitutional problems.

Representative Asay asked Representative Moore if he had
any idea of the revenue this might produce, who replied
that this system would have to be worked out by the local
appraisers in each of the counties.

Representative Cohen wondered if this bill would encourage
or discourage continued investment.
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Representative Moore answered that the Canadians and
other foreign people come during the summer months

only, they enjoy it and rent it out the rest of the

year and they do not pay state income tax on it.

Japanese and Asian people, who come in buy these ranches.

Representative Zabrocki asked about the Japanese agents.
Representative Moore advised that it depends on what
basis these would qualify under corporation tax.

Representative Patterson asked about the surtax whether
it was an annual assessment or a one-time assessment.
Representative Moore responded that it is an annual
assessment.

Representative Sands asked if this surtax would apply
to a foreign corporation, who was registered in the
state of Montana.

Representative Moore responded that he did not know
if they were paying those taxes or not - this has to
be a determination of the secretary of state and the
county assessor.

There were no further questions.
Representative Moore closed by saying that the amount
of land held by these foreigners is absolutely

astounding.

EXECUTIVE SESSION:

DISPOSITION OF HOUSE BILL 168: Mr. Bohyer explained
to the committee how the capitalized net income works
on agriculture land. He distributed to the committee
Exhibit 13, which is the grey bill; Exhibit 14, which
is proposed amendments, and Exhibit 15, which is a
bill summary.

Representative Sands requested that they incorporate
the formula into the bill, which reflects the
capitalization of the net income method.

Mr. Bohyer advised that Representative Donaldson
requested that the grey bill be amended on page 4,
line 22, following the word "use", by striking "based
on the production level comprising the greatest number
of acres in each use" and insert that with "and
production level according to the provisions of sub-
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sections (4) through (9)? Representative Switzer
moved that all these amendments be adopted. The
motion carried unanimously.

Representative Switzer moved that the bill DO PASS

AS AMENDED. There was some discussion and a vote
was taken on the motion and it carried unanimously.

ADJOURNMENT: There being no further business, the
meeting was adjourned at 11:00 a.m.
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DAILY ROLL CALL

HOUSE TAXATION COMMITTEE
49th LEGISLATIVE SESSION -- 1985
Date
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DEVLIN, GERRY, Chrm. X
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COHEN, BEN X
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REAM, BOB X
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15-24-9068-PHROUEH-15-24-93t7-~-15-24-921--PHROUGH--15-24-9267
15-24-9327---ANB---15-24-941--PHROB6H--15-24-9437--MEA+--AND
PROVIDING-AN-IMMEDIATE-EFFPECTIVE-BDATE~ANB--AN--APPhHICABILITY

BAPE+ ELIMINATING PROPERTY TAXES ON LIVESTOCK AND POULTRY;

PROVIDING A PER CAPITA TAX LEVY ON LIVESTOCK AND POULTRY TO

PAY THE EXPENSE OF ENFORCING THE LIVESTOCK LAWS; PROVIDING

FOR ADMINISTRATION OF THE PER CAPITA TAX LEVY BY THE

DEPARTMENT OF LIVESTOCK; AMENDING SECTIONS 15-6-136,

15-6-207, 15-8-201, 15-8-706, 15-24-301, 15-24-302,

81-1-102, 81-6-101, 81-6-104, 81-6-204, 81-6-209, 81-7-103,

81-7-104, 81-7-202, 81-7-303, 81-7-305, AND 81-8-804, MCA;

REPEALING SECTIONS 15-24-901 THROUGH 15-24-906, 15-24-908

THROUGH 15-24-911, 15-24~921 THROUGH 15-24-926, 15-24-931,

15-24-941 THROUGH 15-24-943, AND 81-7-118, MCA; AND

PROVIDING A DELAYED EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
(Refer to Introduced Bill)

Strike everything after the enacting clause and insert:
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Section 1. Section 15-6-136, MCA} is amended to read:

"15-6-136. Class six property -- description --
taxable percentage. (1) Class six property includes:

tay--tivestock-and-pouttry-and-the-unprocessed-produces
ef-boths

tby(a) all unprocessed agricultural products on the
farm or in storage except all perishable fruits and
vegetables in farm storage and owned by the producer;

tey(b) 1items of personal property intended for lease
in the ordinary course of business provided each item of
personal property satisfies all of the following:

(1) the full and true value of the personal property
is less than $5,000;

(ii) the personal property is owned by a business whose
primary business income is from rental or lease of personal
property to individuals wherein no one customer of the
business accounts for more than 10% of the total rentals or
leases during a calendar year; and

(iii) the lease of the personal property 1is generally
on an hourly, daily, or weekly basis.

(2) Class six property is taxed at 4% of its market
value."

Section 2. Section 15-6-207, MCA, is amended to read:

"15-6-207. Agricultural exemptions. The following

agricultural products are exempt from taxation:
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(1) all unprocessed, perishable fruits and vegetables
in farm storage and owned by the producer;

(2) all nonperishable unprocessed agricultural
productsy--exeept-—tivestoeecksy held in possession of the
original producer for less than 7 months following harvest;
and

(3) 1livestock, defined as cattle, sheep, horses, er
mules, or swine whiech-have-not-attained-the-age-ef-9-menths
as—of-the-tast-day-of-any-menth-if-assessed-on--the--average
inventory-—-basis--or--on--March-i-i1f-assessed-as-provided-in
$5-24-931t1tytay-and-swine-which-have-not-attained-the-age-ef
3-menths-as-of-Januwary-t; and

(4) poultry and the unprocessed products of poultry."

Section 3. Section 15-8-201, MCA, is amended to read:

"15-8-201. General assessment day. (1) The department
of revenue or its agent must, between January 1 and the
second Monday of July in each year, ascertain the names of
all taxable inhabitants and assess all property subject to
taxation in each county. The department or 1its agent must
assess property to the person by whom it was owned or
claimed or in whose possession or control it was at midnight
of January 1 next preceding. It must also ascertain and
assess all mobile homes arriving in the county after
midnight of January 1 next preceding. No mistake in the name

of the owner or supposed owner of real property, however,
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renders the assessment invalid.

(2) The procedure provided by this section may not
apply to:

(a) motor vehicles that are required by 15-8-202 to be
assessed on January 1 or upon their anniversary registration
date;

(b) automobiles and trucks having a rated capacity of
three-quarters of a ton or less:;

(c) motor homes and travel trailers subject to a fee
in lieu of property tax:

(d) 1livestock or poultry;

(e) property defined in 61-1-104(2) as "spécial mobile
equipment" that 1is subject to assessment for personal
property taxes on the date that application is made for a
special mobile equipment plate; and

(f) mobile homes held by a distributor or dealer of
mobile homes as a part of his stock in trade.

(3) Credits must be assessed as provided in
15-1-101(1)(c)."

Section 4. Section 15-8-706, MCA, is amended to read:

"15-8-706. Statement by agent to the department. (1)
On the second Monday in July in each year, the agent of the
department of revenue 1in each county must transmit to the
department a statement showing:

(a) the several kinds of personal property;
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(b) the average and total wvalue df each kind;

(c) the number-of--tivestoeks; number of bushels of
grain, number of pounds or tons of any article sold by the
pound or ton;

(d) when practicable, the separate value of each class
of land, specifying the classes and the number of acres 1in
each.

(2) An agent of the department who purposely or
negligently fails to perform his duty under this section or
a deputy or member of the agent's staff delegated such duty
who purposely or negligently fails to perform such duty 1is
guilty of official misconduct under 45-7-401."

Section 5. Section 15-24-301, MCA, is amended to read:

"15-24-301. Personal property brought into the state
-- assessment -- exceptions -- custom combine equipment. (1)
Except as provided in subsections (2) through (6), property
in the following cases is subject to taxation and assessment
for all taxes levied that year in the county in which it is
located:

(a) any personal property (tnetuding excluding

livestock and poultry) brought, driven, or coming into this

state at any time during the year that is used in the state
for hire, compensation, or profit;
(b) property whose owner or user is engaged in gainful

occupation or business enterprise in the state; or
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(c) property which comes to rest'and becomes a part of
the general property of the state.

(2) The taxes on this property are levied in the same
manner and to the same extent, except as otherwise provided,
as though the property had been in the county on the regular
assessment date, provided that the property has not been
regularly assessed for the year in some other county of the
state.

(3) Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this state on
goods, wares, or merchandise brought 1into the county to
replenish the stock of the merchant or dealer.

(4) Any motor vehicle not subject to the light vehicle
license fee brought, driven, or coming into this state by
any nonresident person temporarily employed in Montana and
used exclusively for transportation of such person |is
subject to taxation and assessment for taxes as follows:

(a) The motor vehicle is taxed by the county in which
it is located.

(b) One-fourth of the annual tax liability of the
motor vehicle must be paid for each quarter or portion of a
quarter of the year that the motor vehicle is 1located in
Montana.

(c) The quarterly taxes are due the first day of the

quarter.
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(5) Agricultural harvesting machinery classified under
class eight, licensed in other states, and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in lieu of
taxation of $35 per machine for the calendar year in which
the fee 1s collected. The machines shall be subject to
taxation under class eight only if they are sold in Montana.

(6) The provisions of this part do not apply to
automobiles and trucks having a rated capacity of
three-quarters of a ton or less. These vehicles are subject
to the fee provided for in 61-3-532."

Section 6. Section 15-24-302, MCA, is amended to read:

"15-24-302. Collection procedure. All property
mentioned in 15-24-301 is assessed at the same value as
property of 1like kind and character, and the assessment,
levy, and collection of the tax are governed by the
provisions of 15-8-408; 15-16-111 through 15-16-115;
15-16-404; chapter 17, part 9; and 15-24-202; as amended,
except=s

3+ taxation of motor vehicles under 15-24-301(4) to
the extent that subsection wvaries from the general
provisions cited aboves-and

t23--titvestock--taxation-governed-by-81-7-1684-and-Fitie
8t7-echapter-F7-pare-2."

Section 7. Section 81-1-102, MCA, is amended to read:
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"81-1-102. Duties and powers of department -- fees

based on costs -- per capita levy set by rule. (1) The

department shall exercise general supervision over and, so
far as possible, protect the 1livestock interests of the
state from theft and disease and recommend legislation
which, in the judgment of the department, €fosters this
industry. The department may compel the attendance of
witnesses, employ counsel to assist in the prosecution of
violations of laws made for the protection of the livestock
interests, and assist in the prosecution of persons charged
with 1illegal branding or theft of livestock or any other
crime under the laws of this state for the protection of
stock owners. It may adopt rules governing the recording and
use of livestock brands.

(2) The department shall by rule establish:

(a) all fees that it 1is authorized to charge,
commensurate with costs as provided in 37-1-134%; and

(b) the annual per capita tax levy on livestock and

poultry authorized under [sections 18 and 19]."

Section 8. Section 81-6-101, MCA, is amended to read:
"81-6-101. Petition for county 1livestock protective
committee -- members -- term. (1) The board of county
cbmmissioners must, upon receipt of a petition or petitions
to do so, signed by at_least 51% of the owners of cattle in

the county and such petitioners owning at least 55% of the
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cattle as--shewn--by--the--mest-recent-compiteted-assessment

records-of-the-county—-assesser for the protection of which

the petition is made, set up a county livestock protective

committee of three members.

(2) Members appointed to serve on such committee shall
be residents of the <county engaged in the business of
raising cattle. If there be in the county any organization
of cattle growers, the county commissioners shall give
preference to names submitted by any such group for
appointment to such committee. The term for which said
committee members shall be appointed shall be 2 years with
two members of the first committee named to serve for 2
years, one member to serve for 1 year. Members of such
committee shall receive no remuneration or reimbursement for
expenses for serving on said committee.

(3) By "organization of cattle growers", as wused 1in
this section, 1is meant any group or organization holding
regular meetings at least annually, having officers, and
composed predominantly of cattle growers resident in the
county, with its membership open to cattle growers willing
to abide by its governing rules or bylaws, and its general
purpose being the promotion of the interests of its members
in matters pertaining to the cattle or livestock industry.

(4) 1If owners of sheep in the county desire to come

under the provisions of this part in cooperation with owners
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of cattle, they shall file a like petition to that set out
herein for owners of cattle, and in such case at least one
member of said 1livestock protective committee shall be a
sheep grower and where the word '"cattle" appears in this
part, it shall be deemed to comprehend also the word
"sheep".

(5) Owners of sheep alone may form a county livestock
protective committee, in which case the word "cattle" as in
this part contained shall be considered as if it were the
word "sheep"; and provided further that the levy as provided
in 81-6-104 hereof shall, in the case of sheep, not exceed 5
cents per head."

Section 9. Section 81-6-104, MCA, is amended to read:

"81-6-104. Tax levy -- special fund. Said county
livestock protective committee may recommend to the board of
county commissioners the levy of a tax in an amount not to
exceed 50 cents per head on all assessable cattle 1in the
county on January 1, and the board of county commissioners
shall thereupon be empowered to 1levy such tax, to be
collected as other taxes on personal property and when
collected to be deposited by the county treasurer 1in a
special fund to be known as the stockmen's special deputy
fund, together with any other £funds made available from
county, state, federal, or private sources for the purposes

of this part."
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Section 10. Section 81-6-204, MCA, is amended to read:

"81-6-204. Tax levy -- deposit of proceeds. Said
district cattle protective committee may recommend to the
board of county commissioners the levy of a tax in an amount
not to exceed 50 cents per head on all assessabite cattle in
the district on January 1, and the board of county
commissioners shall thereupon be empowered to levy such tax,
to be collected as other taxes on personal property and when
collected to be deposited in the county treasury of one of
the counties in the district, to be selected by the district
cattle protective committee, in a special fund to be known
as the stockmen's special deputy fund, together with any
other funds made available from county, state, federal, or
private sources for the purposes of this part."

Section 11. Section 81-6-209, MCA, is amended to read:

"81-6-209. Tax levy -- deposit of proceeds. Said
district <cattle protective committee may recommend to the
board of county commissioners the levy of a tax in an amount
not to exceed 50 cents per head on all assessablte cattle in
the district on January 1, and the board of county
commissioners shall thereupon be empowered to levy such tax,
to be collected as other taxes on personal property and when
collected to be deposited in the county treasury in a
special fund to be known as the stockmen's special deputy

fund, together with any other funds made available from

-11- HB 64



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0064/sub

county, state, federal, or private sources for the purposes
of this part."
Section 12. Section 81-7-103, MCA, is amended to read:
"81-7-103. Administration of funds by the department.
The department shall administer and expend for predatory
animal extermination and control all money which 1is made
available to it, including the money from the levy under

8t~7-184 [sections 18 and 19] as allocated by the department

for predatory animal control and all money which is made

available to the department by appropriations made by the
legislature for predatory animal control by the department.
The department shall expend the funds for predatory animal
control by all effective means responsive to the necessities
of control 1in various areas of the state, including
employment of hunters, trappers, and other personnel,
procurement of traps, poisons, equipment, and supplies, and
payment of bounties in the discretion of the department at
those times of the year it considers advisable."”

Section 13. Section 81-7-104, MCA, is amended to read:

"81-7-104. Levy for predator control moneys -- use of
proceeds. (1) The department of revenuwe-shaii-annuatiy-tevy
an-ad-vaterem-tax-on-ati-iitvestock-tn-the-atate--of--Montana

livestock shall allocate a portion of the money from the

levy under ([sections 18 and 19] for the purpose of

protecting them livestock and poultry in the state against
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destruction, depredation, and injury by wild animals,
whether the 1livestock is on lands in private ownership, in
the ownership of the state, or 1in the ownership of the
United States, including open ranges and all lands in or of
the public domain. This protection may be by any means of
effective predatory animal destruction, extermination, and
control, including systematic hunting and trapping and
payment of bounties. Fhe-tax-ievy-may-net-exceed-in-any-one
year-i5-mitis-on-the-taxable-vatue-of-ati-sheep-and-16-mittts
oen-the-taxabte-vatue-of-other-iitvestocks

(2) Yhe-moneys-received-£frem-the-tax-itevies--shati--be
transmibted--monthiy-—-with-other-taxes-for-state-purposes-by
the-county-treasurer-of-each-county-to-the--state--treasury~
Phe--state--treasurer--shati--ptace--the--money-itn-the-state
speciat-revenne-fund-with-the-other-moneys--as--provided--in
8t-#-119--Fhe-monreys Money shall thereafter be paid out only
on claims duly and regularly presented to the department of
livestock and approved by the department in accordance with
the law applicable either to <claims for bounties or for
other expenditures necessary and proper for predatory animal
control by means and methods other than payment of bounties,
as determined by the department. Ali--the--moneys Money

designated for predator control shall be available for the

payment of bounty claims and for expenditures for planned,

seasonal, or other campaigns directed or operated by the
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department 1in cooperation with other agencies for the
systematic destruction, extermination, and control of
predatory wild animals, as determined by the department and
its advisory committee. No claims may be approved in excess
of moneys available for such purposes, and no warrants may
be registered against the moneys."

Section 14. Section 81-7-202, MCA, is amended to read:

"81-7-202. Signers of petition -- time for presenting
-- limitation on bounties -- bounty inspectors. (1) The
petition provided for in 81-7-201 shall be signed by the
owners, agent, or agents of not 1less than 51% of the
livestock of such county as-ascertained-from-the-assessmens
books-of-sueh-county and shall recommend to the board of
county commissioners the bounties to be paid on such
predatory animals, which shall not exceed the following:

(a) on each wolf or mountain lion, $100;

(b) on each wolf pup or mountain lion kitten, $20;

(c) on one coyote, $5;

(d) on each coyote pup, $2.50.

(2) Such petition shall be presented not later than
August 1 of each year, and the board of county commissioners
on determining the sufficiency of such petition shall make
an order granting such petition, which order shall fix the
levy for that year and the amount of the bounties to be paid

for the killing of each such predatory animal, which shall
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not exceed the amounts recommended 1in such petition, and
appoint not less than 10 or more than 20 stockowners of such
county to be bounty inspectors wunder this part, without
compensation, who shall hold their offices for 1 year."

Section 15. Section 81-7-303, MCA, is amended to read:

"81-7-303. County commissioners permitted to require
per capita 1license fee on sheep. (1) To defray the expense
of such protection the board of county commissioners of any
county shall have the power to require all owners or persons
in possession of any sheep coming 1 year old or over in the
county on the regular assessment date of each year to pay a
license fee in an amount to be determined by the board on a
per head basis for sheep so owned or possessed by him in the
county. All owners or persons in possession of any sheep
coming 1 year old or over coming into the county after the
regular assessment date and-subject-to--taxatien--under-—the
proevisiens--o£-135-24-36% shall also be subject to payment of
the license fee herein prescribed.

(2) Upon the order of the board of county
commissioners such license fees may be imposed by the entry
thereof in the name of the licensee upon the property tax
rolls of the county by the county assessor. Said license
fees shall be payable to and collected by the county
treasurer, and when so levied, shall be a lien upon the

property, both real and personal, of the licensee. In case
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the person against whom said license fee is levied owns no
real estate against which said license fee is or may become
a lien, then said license fee shall be payable immediately
upon its levy and the treasurer shall collect the same 1in
the manner provided by law for the collection of personal
property taxes which are not a lien upbn real estate.

(3) When collected, said fees shall be placed by the
treasurer 1in the predatory animal control £fund and the
moneys in said fund shall be expended on order of the board
cof county commissioners of the county for predatory animal
control only."

Section 16. Section 81-7-305, MCA, is amended to read:

"81-7-305. Duty of county commissioners -- petition of
sheep owners -- license fees. (1) In conducting a predatory
animal control program, the board of county commissioners
shall give preference to recommendations for such program
and its incidents as made by organized associations of sheep
growers in the county. Upon petition of the resident owners
of at least 51% of the sheep in the county, as-shewn-by--the
assessment—-rotits--of--the--tast-preceding-assessmentsy which
petition shall be filed with the board of county
commissioners on or before the first Monday in December in
any year, such board shall establish the predatory animal
control program and cause said licenses to be secured and

issued and the fees collected for the following year in such
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amount as will defray the cost of administering the program
so established. The 1license fee determined and set by the
board shall remain in full force and effect from year to
year without change, unless there is filed with the board a
petition subscribed by the resident owners of at least 51%
of the sheep in the county;-as-shown-by-the-assessment-rotis
of-the-tast-assessment-preceding-the-£iting-of-the-petitiony
for termination of the program and repeal of the license
fee, in which event the program shall by order of the board
of county commissioners be disestablished and the license
fee shall not be further levied.

(2) If the resident owners of at least 51% of the
sheep 1in the county either petition for an increase in the
license fee or petition for a decrease in the 1license fee
then 1in force, the board of county commissioners shall upon
receipt of any such petition fix a new 1license fee to
continue from year to year and the program shall thereupon
continue within the limits of the aggregate amount of the
license fee as collected from year to year."

Section 17. Section 81-8-804, MCA, is amended to read:

"81-8-804. Assessments - refunds. (1) There 1is
levied7-itn-additton-to-the-tax-on--tivestock--preseribed--in
Firtie--157-chapter-247-part-97 a per head tax of 25 cents on
each head of cattle that is more than 9 months of age and is

owned or possessed within a county for the support and
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maintenance of research into beef production as provided in
this part. The tax shall be paid to the county treasurer of
that county on or before March 1 of each year.

(2) The tax required in subsection (1) must be paid
for each head of cattle that is more than 9 months of age
and 1is brought into the county after March 1 and-is-subsect
to-taxation-and-assessment-under—-15-24-36%.

(3) Each county is entitled to receive $250 annually
as reimbursement for the administration of this section.

(4) A person who has paid the tax required by this
section may obtain a refund of the tax upon submission of a
written request to the department. The application must be
made within 30 days after the payment of the tax and on
forms furnished by the department. The department shall,
upon receipt of a timely and otherwise properly submitted
refund request, refund the tax."

NEW SECTION. Section 18. Per capita tax levy to pay

expense of enforcing livestock 1laws. (1) In addition to
appropriations made for such purposes, a per capita tax is
authorized and directed to be 1levied annually by the
department on all livestock and poultry in the state for the
purpose of aiding in the payment of the salaries and all
expenses connected with the enforcement of the 1livestock
laws of the state by the department in the discharge of its

animal health, brands enforcement, and predatory control
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functions.

(2) For purposes of this section, 1livestock means
cattle, sheep, horses, swine, and mules.

(3) The per capita tax levy prescribed each vyear by
the department must be calculated to provide not less than
100% or more than 110% of the revenue that was generated by
the additional tax levies imposed under 15-24-921 through
15-24-923 for the 1984 taxable year.

(4) The per capita tax levy on livestock 1s to be
collected by the county treasurer and forwarded to the state

treasurer as provided in [section 19}.

NEW SECTION. Section 19. Poultry or livestock report

to county assessor for per capita tax -- levy by department
~- collection by county treasurer. (1) On or before January
1 of each year, an owner of poultry or of 1livestock, as
defined in [section 18], or his agent shall make and deliver
to the county assessor in the county where the owner or
agent resides, or if neither resides 1in the state, the
county where the majority of the owner's poultry or
livestock is located, a written statement under oath showing
the different kinds of poultry or livestock within the state
belonging to him or under his charge, with their marks and
brands.

(2) The county assessor shall compile the poultry and

livestock reports received under subsection (1) and forward
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a summary of the information to the department on or before
February 1 following receipt of the reports.

(3) The department shall determine the per capita tax
levy pursuant to [section 18] on or before May 1 following
receipt of the report summaries from the county assessor and
promptly report the per capita tax 1levy to the county
assessor. The county assessor shall send to each owner or
agent who filed a report a statement indicating the total
amount due under the per capita tax levy for the year, the
fact that payment is to be made to the county treasurer on
or before June 1 following assessment of the per capita tax,
and the penalties and lien provisions that apply.

(4) Except as provided in subsection (5), the money
received by the county treasurer under this section and
[section 20] must be sent to the state treasurer on or
before July 1 following assessment of the per capita tax.
The state treasurer shall deposit the money in the state
special revenue fund to the credit of the department of
livestock.

(5) The county treasurer shall withhold $250 of the
money received under this section and [section 20] as
reimbursement to the county for the administration of the
per capita tax levy on poultry and livestock.

NEW SECTION. Section 20. Penalty for failure to file

poultry or 1livestock report -- lien upon real and personal

=20~ HB 64
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property. (1) If any person who is the owner of poultry or
livestock within the state fails to make or have his agent
make the report as required 1in [section 19], the county
assessor may, after 10 days' notice to the person who failed
to file the report, assess the tax under [section 19] based
on the assessor's estimate of the number of poultry or
livestock owned by the person in the state, and may add a
10% penalty.

(2) The per capita tax imposed under [sections 18 and
19] 1is a 1lien upon both real and personal property of the
poultry or livestock owner who fails to pay the tax on or
before June 1 following assessment of the per capita tax and
is collectible under the tax lien enforcement provisions of
Title 15.

NEW SECTION. Section 21. Repealer. Sections 15-24-901

through 15-24-906, 15-24-908 through 15-24-911, 15-24-921
through 15-24-926, 15-24-931, 15-24-941 through 15-24-943,
and 81-7-118, MCA, are repealed.

NEW SECTION. Section 22. Codification instruction.

Sections 18 through 20 are intended to be codified as an
integral part of Title 81, <chapter 1, part 1, and the
provisions of Title 81 apply to sections 18 through 20.

NEW SECTION. Section 23. Effective date. This act is

effective January 1, 1986.

-End-

-21- HB 64
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502 South 19th Bozeman, Montana 59715

Phone (406) 587-3153

TESTIMONY BY: Patmck R_Jindanwmﬂ)

HB -64 DATE Feb €, 1935

X OPPOSE

The Montana Farm Bureau supports HB-64. We think that this type of legislation

may be exactly what agriculture needs right now in Montana... to give true tax

equity to a major segment of this states economy... that is in a crisis situation.

We urge you to give this bill a "do pass” .

—== FARMERS AND RANCHERS UNITED =—=—

%ﬁ/%/m/

SIGNED
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@5 Women lnvolved In Farm Economics

2

e LAVINA LUBINUS Siow ... HB.6L

ARG b lon  WOMEN INVOLVED IN FARM ECONOMICS .

0o 1501 Chestnut, Helena s.il.__Feb. 5, 1985

2 ;, - _, {;‘. }\ DR \/ A,\l.‘,‘:l) X

Mr Chairman, members of the committee, my name is Lavina Lubinus
and I recresent the—members=ef Vomen Involved in Farm Economics.

Mr. Chairman, WIFE sucports this bill, but we support it with
a great deal of trepedation.

No one likes to pay taxes but we are well aware that with out
tax monlies many of the services supplied by our counties will be
cut, and to completly do away with provcerty taxes on all livestock
would breazk some counties. It is with that in mind that we would
like to offer an amendment.

We would amend the bill to read "An asct eliminating proverty
taxes on all altered livestock." Yy

A spade heifer or a casteeated bull ewtw nas®one ultimate purtose
and it is not breeding. They become, whea altered, the stock in
trade or inventory, if you will, for the business.

Thank You

SN
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MONTANA
ASSOCIATION OF
COUNTIES

HOUSE BILL 64

ELIMINATING PROPERTY TAXES ON LIVESTOCK

HOUSE TAXATION COMMITTEE

CLASS 6 PROPERTY

o TOTAL TAXABLE VALUE

35,811, 647

1802 11th Avenue
Helena, Montana 59601
(406)#442-5209

Sordry

COUNTY MARKET VALUE TAXABLE VALUE
FERGUS 21,874,930 1,467,976
PHILLIPS 39,347,917 1,114,171
CUSTER 18,274,984 743,766
BEAVERHEAD 15,155,776 1,674,846
CHOUTEAU 30,209,896 1,541,834
BLAINE 34,312,334 1,199,560
MADISON 16,180,061 1,004,359
CARTER 6,795,445 800,469
STATE 2,330,882,688 35,811,647
1 MILL $ 2,330,882 $ 35,811

@ 230 MILL AVERAGE =

$8,236,530 LOSS

UNIVERSITY @ 6 MILLS

SCHOOLS

214,866 LOSS

4,941,918 LOSS

MACo
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o 2-4-35
H.B L2
Rep. Ecnst

HOVEN EQUIPMENT COMPANY | 4181 NORTH PARK TRAIL GREAT FALLS, MT 53405

January 15,'1985

"Bepre%antative Gerry Devlin, Chairmzn
State Capitol
Helena, MT &9€20

Honorable Gerry Devlin:

Subject: HB 92 - An Act to Create a New Class of Property for sgricultural
Implements and Equipment e

I support HB 92 and encourage you to suppert the bill. During a time when
the state government is strapped for money it is difficult to support a
tax decrease for any voting interest. iowever, agricultural implements
are unusual. During the past six years agricultural implements have in-
creased almost 100,5 in price while rrain and livestock prices are at best
the same as in 1979 and at worst 2 - 30 lower.

Any taxing policy should be based on ability to pay. FTroperty (real estate,
- equipment, or personal) does not necessarily provide the owner with income
or profit and the resulting atility to payv. This is the case with agri-
cultural implements. Taxes on these items have increased almost 100/
during the past six years while farm snd ranch income has significantly
dropped. This obviously is not an equitable situation, and should be
corrected. I think HB 92 is a fair solution. It basically puts us back

to 1979. Since the value of comparable machinery has doubled it makes
sense to cut the tax rate in half.

To offset the loss of money to the state - reduce spending. All businesses
in Montana related to agriculture must reduce spending during the next year
in order to survive. Oince sgriculture is our biggest industry, I think
state government should take the lead in passing legislation to help agri-
culture and in reducing the tax burden by reducing spending.

Sincerely,

L
[k M

Brian k. Hoven
e Y BQUIPMENT COMPANY

/¢ ';\./ i
Q 5//;{2 oy
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2:::;%2"( ” . B- H q 2.
Ken. Ernst

L.M. Larsen, Inc.

Box 227 e Forsyth, Montana 59327 ¢ 406,/356-2122 January 10, 1985

Representative Tom Asay
State Capitol
Helena, MT 59620

Dear Tom;

HB 92 has come t0 our attention as a bill which would seem
to be a very good move toward tax relief for the agricultural producer.
The bill would lower the percentage rate of market value for farm equip-
ment to 6%, which would seem to be a more reasonable rate of taxation
than the present rate. HB 92 accomplishes this by creating & new class
for farm machinery and equipment.

I would appreciate it if you would give this bill your favor-
able support when it comes before the Taxation Committee.

Thank you for your attention.

Sincerely,

%"@m %Wf\.

LeRoy Larsen, Pres.

L. M. Larsen, Inc.

Ll/vw
Copy: Gene Earnst
Montana Hardware & Implement Assn.
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H.B.39%
Rep- Ernst
HOVEN EQUIPMENT COMPANY 4181 NORTH PARK TRAIL GREAT FALLS, MT 59405
January 15, 198¢
Representative Gerry Devlin, Chairman
state vapitol
Helena, T 59620
Honoratle Gerry Levlin:
cubject: ©HB 92 - An act to Create a Hew Class of Property for Agricultural

Implements and wguipment

I support HE 92 and encourage you to support the billl. ZDuring a time when
the state government is strapped for money it is difficult to support a
tax decrease for any voting interest. HKowever, agricultural implements
are unusual. During the past six years agricultural implements have in-
creased almost 100/0 in price while grain and livestock prices are at best
the same as in 1979 and at worst 25 - 30: lower.

Any taxing policy should be based on ability to pay. Property (real estate,
equipment, or personal ) does not necessarily provide the owner with income
or profit and the resulting abllity to pay. This is the case with agri
cultural implements. Taxes on these items have increased almost 1005
during the past six years while farm and ranch income has significantly
dropped. This obviocusly is not an equitable situation, and should be
corrected. I think HE 92 is z fair solution. It basically puts us back

to 1979 . cince the value of comparable machinery has doubled it makes

sense to cut the tax rate in half.

To offset the loss of money to the state - reduce spending. All businesses
in lontana related to agriculture must reduce spending during the next year
in order to survive. Jlnce agriculture is our btiggest industry, I think
state government should take the lead i1s passing legislation to help agri-
culture and in reducing the tax burden by reducing spending.

Sincerely,

LBrian . foven

AR T AT T [P
HOVLN LUIPKHELT CCHPANY




Exh.bif‘d’?
A-6-1989

RACTOR Ve st
nguwmsm Co.

P.O. BOX 30158, BILLINGS, MONTANA 59107 (406) 656-0202

BRANCH STORE:
P.0. BOX 610, WILLISTON, NORTH DAKOTA 58801 (701) 572-8377

January 23, 1985

Representative Gerry Devlin
Chairman

State Capitol

Helena, Montana 59620

Dear Representative Devlin:
Tractor & Equipment Co.'s sales and service territory is in your

district. Therefore, we would like to bring to your attention our
support of House Bill 92.

We understand this bill has not yet been scheduled for committee
hearing, but it will be heard by the House Taxation Committee.
Since you are a member of this committee, we would appreciate your
support of House Bill 92.

Sincerely,

TRACTOR & EQUIPMENT CO.
\J@&KW
Jack Mercer

Vice President of Marketing

JM:ria

(¢

YOUR CATERPILLAR DEALER “‘SINCE 1929 AN EQUAL OPPORTUNITY EMPLOYER M/F TS
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2- b-1995
H B.B%2
Rep. Ernst

SERVICE SUPPLY, INC. BOX 37 6TH AVE. N.E. PHONE: 406 873-5505 CUTBANK, MT. 59427

‘‘SEE SERVICE SUPPLY - BEFORE YOU BUY"

January 15, 1985

Representative Gene Earnst
State Capital
Helena, Montana 59620

Dear Representative Earnst,

We are informed that you are interested in introducing House Bill
#92 lowering the assessed value of farm machinery.
Kindly be advised that we fully support your efforts and will so

inform our legislators from this district.

Ve;y truly vours,
RVICE SUPPLY/INC.

e

Laird Hughes, Mangger

cc: Blake J. Wordal - Montana Hardare & Implement Association

ALLIS-CHALMERS



SERVICE SUPPLY, INC. BOX 37 6TH AVE. N.E. PHONE: 406 873-5505 CUTBANK, MT.ﬂ

AlLIS-CHALMERS

Exhi bﬁtn :
2-6-1995 1
H.B.#42

'2;? i&wns4 @

o ROPEN . L TN

‘'SEE SERVICE SUPPLY - BEFORE YOU BUY"

January 15, 1985

Representative llarriet Havne
State Capital

Helena, Montana 59620

Representative Harriet Hayne,

We are aware of House Bill #2 being introducted by Representative
Gene ZTArnst lowing the assessed value of farm machinery.

Ve, as an implement dealer, are fully supportive of this bill as we
feel it will be a benefit to our cusomters. Our agricultural customers
need all the help we can give themn.

We will appreicate any effort on your part to support Representative

Earnst.

Very truly vours,

SERVICE SUPPLY INC.
Laird Hughes, Manager

cc: Representative Cene Earnst

Balek J. Wordal - Montana Hardware & Implement Association

R L LT

r——

§




Exhibrt 212
2-b-1485
¢ZSTL.ONY O ECUSE 2ILL 92 INDRODUCED BY REPRISENTATIVE zzNsT H.B£92
Rep. Ernst

L : LI c s s
Sresented to Zouse Taxation commitiee in writing by Gene Van Oosten, President, for

the liontana Cattleunen's Association.

HMr, Chairman, menmbers of tie comuittes, Representative Zrust hes introduced here
a sensible and practical forn of tox relierl Zor the working farms and ranches cf lontana,
Farmers have little choice but to esuir themselves with adequate machinery to handle
their acreazs. Ranchers as well must be able to feed and handle thelr stock with as
little hired labor as vossible, The econcomics of azriculture itoday simnly do 2ot allow
for the use of older, out of date, equizment. IHany farmers and ranchers, therefore,
maintain a line of agriculture equipment having a rather awesome market value, Owner-
shiv of thie equipment does not indicate jreat wzalth or profit. Often, in fact, it
rerrese.:ts dabt, And, the profii in recent years from even te best manazed overations
has only been narginal.

h

Initial purchases of all tnis ecuipment, Together with the subsequent purchases

<k
I
¢

of repairs and service, generates tremendcus cconomic venefiis =nd emrloyment in
off-farm segmeat of lHontana's agri-business industry. e see across the state and
aation today wkat anappens 10 dealersiips zrd even najor eguizuent companies when

its zZnvssiment in new ecuipgment, The suwall towns of lMontana are
21lready taling a veatizg, Lhe dezarture of just one eguirment dealershin may te nore

Than many comxuniities cazn stand,

So, we ask, do you rezlly want To contiiue to tax agriculture ecuipment at 11752

&+t this rate the tox payavle on a pisce of macxainery dafinitely constitutes a nezative
factor vhen counsidering its purchase, In the 22w class 13 srovosed oy Rerresentative
Irnst, property tax couseguences would no lonzer be an impedinent to nsw esuirnment sales,

The TFiccal Wote oun this bill, wiile it oresents = budjet problem, also domonstrates

Sust now dgarly agriculture nas tesn raying feor thie privilade of cowning eauirrment. e

12 school foundation fund te nade up {rom an increase

g

recounend that the difference in ¢

>

in income tax alliocaticn suilicient to ccver the 4,1 million luss at the local level
as well, we don't cars if you nave co rolse faccue o ravis. Lt the Lceonle 4ho are

zaking money nay for education; if we ranchers szhow a »rofii, then we'll helt =ay too,

e must point out that e recent legisleture totally elirinated the deoler irnventory
tax, in order o for lontina furnm irmplement dealers. “he elfects on

local and stute revenue wers completely i norec. iow, rerkaps, it is timz %o 40 thz same
for their customers,
The Montana Catzlomen's Ascociation asiis for z “do tass!” on this bill,
u

r attecntion,

{4
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HOUSE BILL NO. 168
INTRODUCED BY DONALDSON, SWITZER, ASAY, KELLER,

ELLISON, KOEHNKE, HAYNE, HOLLIDAY, NEUMAN

A BILL FOR AN ACT ENTITLED: "AN ACT TO REQUIRE THE
DEPARTMENT OF REVENUE TO USE A METHOD OF VALUATION BASED ON
CAPITALIZATION OF NET INCOME FOR VALUING AGRICULTURAL LANDS
AFTER JANUARY 1, 1986; AMENDING SECTION 15-7-201, MCA; AND
PROVIDING AN APPLICABILITY DATE AND A DELAYED EFFECTIVE

DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-7-201, MCA, is amended to read:
"15-7-201. (Effective January 1, 1986) Legislative

intent -- wvalue of agricultural property. (1) Since the

market value of many agricultural properties is based upon
speculative purchases which do not reflect the productive
capability of agricultural 1land, it is the legislative
intent that bona fide agricultural properties shall be
classified and assessed at a value that 1is exclusive of
values attributed to urban influences or speculative
purposes.

(2) Agricultural land shall be classified according to
its use, which classifications shall include but not be

limited to irrigated use, nonirrigated use, and grazing use.

N
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(3) Within each <class, 1land shall be assessed at a

value that is fairly based on its abitity-te-preduce;—taking

tnto-eensideration-the-classification-system-in-extstence-on

danuary-t7--1986s--previdedy;——-however;--the--department——-may
consotidate-—-tittablre--trrigated-tand-ciassess-With-retation
to-—-trrigated-—-tandy;--water--costs--shati--be---taken—---tnte
considerationy-—-except-at-no-time-may—-the-resutting-vatne-of
trrigated-tand-be-reduced-betow-the-vatue--such--tand--wonid

have-itf-tt-were-not-trrigated productive capacity.

(4) €Eapitai-costs—such-as—improved-water-distributieny
fertittzery-—and--ltand-—-shaping-—-that-—ineresase-productivity
shaii-not-be-used-in-determintng-assessed--vatuess For the

revaluation cycle beginning after January 1, 1986, the

department of revenue shall determine the productive

capacity wvalue of all agricultural lands using a-methed-of

appratsat-based-on-ecapitatization-of-net-ineomes THE FORMULA

V = I/R WHERE:

(A) V IS THE PER-ACRE PRODUCTIVE CAPACITY VALUE OF

AGRICULTURAL LAND IN EACH LAND USE AND PRODUCTION CATEGORY;

(B) I IS THE PER-ACRE NET INCOME OF AGRICULTURAL LAND

IN EACH LAND USE AND PRODUCTION CATEGORY AND IS TO BE

DETERMINED BY THE DEPARTMENT USING THE FORMULA I = (P - C) U

WHERE:

(I) I IS THE PER-ACRE NET INCOME;

(II) P IS THE PER-UNIT PRICE OF THE COMMODITY BEING

-2- HB 168
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PRODUCED;

(III) C IS THE PER-UNIT PRODUCTION COST OF THE

"COMMODITY BEING PRODUCED: AND

(IV) U IS THE YIELD IN UNITS PER ACRE; AND

(C) R IS THE CAPITALIZATION RATE TO BE DETERMINED BY

THE DEPARTMENT AS PROVIDED IN SUBSECTION (1l1).

(5) Net income shall be:

(a) calculated for each year of a base period, which

is the most recent 3-year period for which data are

available, prior to a revaluation of property as provided in

15-7-111; and

(b) based on commcdity price and production cost data

for the base period from such sources as mav be considered

appropriate by the department, which sources may SHALL

include ¢the Montana state university department——-of

agritentture,

(6) MONTANA STATE UNIVERSITY SHALL ANNUALLY COMPILE

COMMODITY PRICE DATA REFLECTING THE AVERAGE PRICES RECEIVED

PER UNIT OF MEASURE BY MONTANA FARMERS AND RANCHERS. SUCH

DATA SHALL BE OBTAINED FROM ALL GEOGRAPHICAL AREAS OF THE

STATE. COMMODITY PRICES SHALL INCLUDE BUT NOT BE LIMITED TO

WHEAT, BARLEY, ALFALFA HAY, GRASS HAY, CORN FOR GRAIN, CORN

FOR SILAGE, SUGAR BEETS, DRY BEANS, POTATOES, CATTLE, AND

SHEEP. ©SUCH COMMODITY PRICES SHALL INCLUDE GOVERNMENT

PAYMENTS CALCULATED PER UNIT OF MEASURE. TYPICAL RENTAL

-3- HB 168
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ARRANGEMENTS SHALL BE COMPILED FOR EACH USE.

(7) MONTANA STATE UNIVERSITY SHALL ANNUALLY COMPILE

ADEQUATE PRODUCTION COST DATA REFLECTING AVERAGE COSTS PER

UNIT OF MEASURE PAID BY MONTANA FARMERS AND RANCHERS. SUCH

DATA SHALL BE OBTAINED FROM ALL GEOGRAPHICAL AREAS OF TEE

STATE. SUCH PRODUCTION COSTS SHALL INCLUDE BUT NOT BE

LIMITED TO COSTS RELATING TO IRRIGATION, FERTILIZATION,

FUEL, SEED, WEED CONTROL, HIRED LABOR, MANAGEMENT,

INSURANCE, REPAIRS AND MAINTENANCE, AND MISCELLANEOUS ITEMS.

VARTATIONS 1IN SPECIFIC PRODUCTION COST DATA, WHEN AFFECTED

BY DIFFERENT LEVELS OF PRODUCTION, AND TYPICAL RENTAL

ARRANGEMENTS SHALL BE COMPILED FOR EACH LAND USE.

(8) THE COMMODITY PRICE AND PRODUCTION COST DATA SHALL

BE MADE AVAILABLE TO THE DEPARTMENT OF REVENUE ANNUALLY.

(9) THE DEPARTMENT SHALL APPOINT AN ADVISORY COMMITTEE

OF PERSONS KNOWLEDGEABLE IN AGRICULTURE AND AGRICULTURAL

ECONOMICS TO REVIEW THE DATA PREPARED BY MONTANA STATE

UNIVERSITY AND ADVISE THE DEPARTMENT ON THE IMPLEMENTATION

OF SUBSECTIONS (2) THROUGH (8).

+6¥710) Net income shall be determined separately for

lands in irrigated wuse, nonirrigated use, and grazing use

and shall be calculated for each use based on the production

level comprising the greatest number of acres in each use.

+7¥(11) The capitalization rate shall be calculated for

each year of the base period and is the annual average

-4~ HB 168
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interest rate on agricultural loans as reported by the

federal land bank association of Spokane, Washington, plus

the effective tax rate in Montana.

£83(12) The effective tax rate shall be calculated by

the department for each vear of the base pericd by dividing

the total deiiar-vaiue-of-ali-property-taxes—-tevied--in——the

state——pvy-the-totat-taxable-vaine-of-ati-taxabie-property-in

the-stare ESTIMATED TAX DUE ON AGRICULTURAL LAND IN THE

STATE BY THE TOTAL PRODUCTIVE CAPACITY VALUE OF AGRICULTURAL

LAND IN THE STATE."

NEW SECTION. Section 2. Extension of authority. Any

existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 3. Effective date -

applicability date. This act is effective January 1, 1986,
and applies to any revaluation of property as provided in
15-7-111 after January 1, 1986.

-End-

-5- HB 168
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Proposed Amendments to House Bill 168, Introduced Bill ’1 }

“~ al, Page 2, line 23

wche: 1 Following: "sources"

Insert: "shall"
Following: "include"
Strike: "the"

2. Page 2, line 24. :
Strike: "department of agriculture"

3. Page 2, following line 24

Insert: "(6) Montana state university shall annually compile
commodity price data reflecting the average prices received
per unit of measure by Montana farmers and ranchers. Such
data shall be obtained from all geographical areas of the
state. Commodity prices shall include but not be limited to
wheat, barley, alfalfa hay, grass hay, corn for grain, corn
for silage, sugar beets, dry beans, potatoes, cattle, and
sheep. Such commodity prices shall include government
payments calculated per unit of measure. Typical rental
arrangements shall be compiled for each use.

(7) Montana state university shall annually compile
adequate production cost data reflecting average costs per
unit of measure paid by Montana farmers and ranchers. Such
data shall be obtained from all geographical areas of the.-

state. Such production costs shall include but not b:\»
limited to costs relating to irrigation, fertilization,
fuel, seed, weed control, hired labor, management,

insurance, repairs and maintenance, and miscellaneous items.
Variations in specific production cost data, when affected
by different 1levels of production and typical rental
arrangements, shall be compiled for each land use.

(8) The commodity price and production cost data shall
be made available to the department of revenue annually.

(9) The department shall appoint an advisory committee
of persons knowledgeable in agriculture and agricultural
economics to review the data prepared by Montana state
university and advise the department on the implementation
of subsections (Q) through (B), %

Renumber: subseguent subsections.

4. Page 3, linesll through 13

Following: "total" on line i

Strike: "dollar value of all property taxes levied in the state
by the total taxable vailue of all taxable property in the
state”

Insert: "estimated tax due on agricultural land in the state by
the total productive capacity value of agricultural land in
the state"

\ |
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Bill Summary

House Bill No. 168
Gray Copy

House Bill 168 would require the Department of Revenue, when
revaluing property under the statutorily required cyclical
reappraisal, to use the capitalization of net income method

of appraisal when valuing agricultural lands.

The capitalization of net income method (CNI) of appraisal
is a method that bases the value of an income producing
property on that property's ability to produce income based
on a specific use; the method does not contemplate the
property being utilized in an alternative fashion. The CNI
method is one of three commonly used appraisal methods and
is typically used by financial institutions as a method for

determining the loan value cf a given property.

The CNI method of appraisal can be simply stated algebra-
ically:

In this equation, V represents the value of the property, I
represents the annual net income of the property, and R

represents the capitalization rate or rate of return.

As recguired in House Bill 168, net income (I) 1s *to be
determined by the Department of Revenue by subtracting the
per unit production costs of a given commodity by the
commedity's per unit price. This exercise results in a
factor representing the net income per unit of producticn of

the commodity. Because the purpose of valuing agricultural

25!



MONTANA

FARM BUREAU

FEDERATION

Bozeman, Montana 59715
Phone (406) 587-3153

502 South 19th

Patrick R. Underwood

Feb 6, 1985

TESTIMONY BY:
HB-92 DATE

BILL #

SUPPORT X OPPOSE

The Montana Farm Bureau supports HB-92. We feel that this type of legislation

if successfully enacted may give some tax equity to a segment of the states

economy that needs all the help it can get right now. The present system is

not working and revision is needed. We will appreciate anything you folks

can do to bring about true tax equity.
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N Carol HMosher BILL NO. HB 64

Augusta, Montana Feb, 6, 198
ADDRESS gusta, DATE 985

WHOM DO YOU REPRESENT Montana CowBelles

SUPPORT X OPPOSE AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

Comments:

We support HB 64 in the belief that livestock should be exempt from
property taxes, as is other business inventory. This will give

agriculture relief in this area, which is a step in the right direction
at this time.

However, we are concerned how the revenue for the support of the Dept.
of Livestock programs will be handled. We have confidence in the
Dept. of Livestock and support their programs.,



NAME Carol Mosher BILL NO. HB 92

ADDRESS Augusta, MT, DATE_Feb. 6, 1985
WHOM DO YOU REPRESENT Montana CowBelles

SUPPORT X OPPOSE AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

Comments:
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