
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE 
HOUSE OF REPRESENTATIVES 

March 14, 1985 

The forty-first meeting of the Taxation Committee was called 
to order in room 312-1 of the state capitol at 8:04 a.m. 
by Chairman Gerry Devlin. 

ROLL CALL: All members were present as were Dave Boh
yer, Researcher for the Legislative Council, and Alice 
Omang, Secretary. 

CONSIDERATION OF SENATE BILL 49: Senator Brown, District 
2, Whitefish, stated that this bill was introduced at the 
request of the Department of Revenue and the Revenue Over
sight Committee. He informed the committee that this bill 
would authorize the Department of Revenue to inform the 
state auditor to withhold any payment that a delinquent 
taxpayer may owe to the state. 

PROPONENTS: Ken Morrison, representing the Department 
of Revenue, testified that this bill came up because they 
have a large accounts receivable balance - it exceeds 
$12 million. 

There were no further proponents. 

OPPONENTS: There were none. 

QUESTIONS ON SENATE BILL 49: Representative Gilbert asked 
if this circumvents any of the steps that are used now. 

Mr. Morrison replied that under the present procedures, if 
someone does not pay their taxes, they will file a warrant 
of restraint through the courts, but, with this bill, they 
would go into the auditor's office without the warrant. 

Representative Gilbert asked if they were eliminating 
the step of the delinquent taxpayer being allowed to go 
to court. 
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Mr. Morrison responded that they were not eliminating 
any of the hearing steps; they are still there; and they 
have an opportunity to go through the whole process, 
if they wish to; and they are not attempting to collect 
these taxes until the taxpayer has an opportunity to 
have a full hearing. 

Representative Sands noted on sections 2 and 3, they 
are taking discretion away from the state auditor and 
he asked if this bill meets with her concurrence. 

Mr. Morrison replied that they discussed this bill with 
the auditor before it was introduced and they were 
taking no position one way or the other. They did 
express their concern originally about the Department 
of Revenue telling them what to do, but after they ex
plained it to them, they did not have any problems with 
it. 

Representative Sands asked why do they leave it to 
her discretion. 

Mr. Morrison answered that the reason they put "shall" 
in was because they had to be able to get to the offset, 
and the only way was to make this mandatory. He in
dicated that if they make it an optional thing for the 
auditor, it puts her in a difficult position and he 
did not think that they want to put the auditor in the 
position of making those kind of decisions. 

There were no further questions; Senator Brown closed; 
and the hearing on this bill was closed. 

CONSIDERATION OF SENATE BILL 51: Senator Brown, District 
2, said that this bill was requested by the Department 
of Revenue and would increase the penalty for violations 
of the provisions of the Montana income tax laws. He 
advised that there is a 5% penalty for failure to file 
income tax, a 10% penalty for failure to pay, a 25% 
penalty for purposely and knowingly violating the income 
tax law and this bill will increase the fine to $100.00 
for the first violation and $500.00 for the second viola
tion. 
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PROPONENTS: Ken Morrison, representing the Department 
of Revenue, pointed out that before someone gets into 
this category, they have to fall into the habitual of
fender category. He distributed Exhibit 1 to the com
mittee, which explained this rule. 

There were no further proponents. 

OPPONENTS: There were none. 

QUESTIONS ON SENATE BILL 51: Representative Williams asked 
if the protestors would fall under this category. 

Mr. Morrison answered that there are some who could fall 
under this. 

Representative Asay asked if the purpose of this is to 
stop these people who are protesting their income tax. 

Mr. Morrison indicated that that is one of the purposes 
and another purpose is to encourage those people who file 
late to file according to the law. 

Representative Asay questioned if he felt that these tax 
protestors have any right to protest. 

Mr. Morrison responded that everyone has the right to 
disagree with their interpretation of the statutes. 

Representative Gilbert asked why the words "if one is due" 
was removed on page 2, line 12. 

Mr. Morrison explained that those changes were made in 
the Senate Taxation Committee. 

Representative Gilbert commented that his concern is that 
they would be taking the people's right to their opinion 
away and asked if he agreed with that. 

Mr. Morrison responded that he did not think so, but 
there is always that possibility and he would not object 
to putting this back in. 



Taxation Committee 
March 14, 1985 
Page Four 

There were no further questions. 

Senator Brown stated that 98 to 99% of the taxpayers pay 
their taxes voluntarily and some people honestly, philo
sophically disagree with income tax; but until they re-
peal these laws, they are still the law. He informed the 
committee that this bill will deal with those you chronical
ly violate these laws. 

The hearing on this bill was closed. 

CONSIDERATION OF SENATE BILL 47: Senator Towe, District 
46, said that this bill was requested by the Department 
of Revenue with the blessings of the Revenue Oversight 
Committee and deals with non-residential income and in
dividual income from persons who do not live in Montana. 
He explained this complicated bill. 

PROPONENTS: Ken Morrison, representing the Department 
of Revenue, told the committee to turn to page 2, lines 
14 through 18 to understand more about proration. He 
indicated that this bill includes Sub S income into earned 
income; and, therefore, is included in that proration. 

There were no further proponents. 

OPPONENTS: Torn 'Harrison, representing the Montana Socie
ty of Certified Public Accountants, stated that they 
were not really opponents, but he explained some problems 
they had with this bill. 

There were no further opponents. 

QUESTIONS ON SENATE BILL 47: Representative Williams 
asked Senator Towe about the references made by Mr. 
Harrison. 

Senator Towe said that he was right and he suggested 
that they amend the bill on page 3, line 5, by striking 
"subchapter S" and all of lines 6 and 7, and insert 
"15-31-202". 

There were no further questions; Senator Towe closed; 
and the hearing on this bill was closed. 
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CONSIDERATION OF HOUSE BILL 590: Representative Keenan, 
District 66, Anaconda, said this bill would require the 
inclusion of adjusted gross income for certain property 
of a portion of the depreciation deduction provided for 
by the accelerated cost recovery system as enacted by 
the federal economic recovery tax act of 1981. She pointed 
out that there was a new class added in 1981 and on page 
2, line 12, it should read "35% for 18-year real property" 
and then add "and low-income housing"; and this is present 
language in the federal IRS statute. 

She explained that ACRS basically reduces the time over 
which the cost of most equipment and structures can be 
deducted from current income and this greatly cuts taxes 
for profitable companies. She contended that this was 
seen as a way to keep inflation from eroding the value 
of investments, but even then, critics warned that when 
inflation subsided, these tax breaks would be out-and
out subsidies. She indicated that inflation is at its 
lowest rate in two decades and the revenue lost due to 
ACRS is somewhere around $12.7 million in the state of 
Montana in 1985. 

PROPONENTS: Don Judge, representing the Montana AFL
CIO, testified that they have been in support of many 
of the measures that intend to plug loopholes allowed 
to corporations in the state of Montana. He distribu
ted an article from the Billings Gazette. See Exhibit 
2. 

Phil Campbell, representing the Montana Education Associ
ation, stated that they do support this bill, it would 
generate $24 million over the biennium and $5.75 million 
would go to the school foundation program. 

Terry Minow, representing the Montana Federation of Teach
ers, informed the committee that they thought that 
closing tax loopholes represents a reasonable way to 
fund education and they asked for a do-pass recommenda
tion. 

Tom Ryan, representing the Montana Senior Citizens' As
sociation, indicated that they would favor passage of 
this bill as it is talking about money that would stay 
in the state and there are many needs in this state. 
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Louis Kunz, representing the Montana Low Income Coali
tion, gave a statement in support of this bill. See 
Exhibit 3. 

Earl Riley, representing the Montana Senior Citizens' 
Association, stated that they are in support of this 
bill. He contended that the utilities are not allowed 
to pass the ACRS savings onto their customers and they 
have benefited with millions of dollars under this and 
this bill will recover some of these savings. 

There were no further proponents. 

OPPONENTS: Tom Harrison, representing the Montana Socie
ty of Certified Public Accountants, stated that they 
were concerned with this bill particularly with the 
trouble it will cause in the accounting business - it 
will cause vast more accounting work and they do not 
need this kind of work. He explained some of the problems 
it would cause in accounting. 

Riley Johnson, representing the Montana Home Builders' 
Association, said that they oppose this bill and there 
is considerable evidence that investment in building 
has been mounting in the last few years and much of that 
is due to the ACRS system. 

Mike Zimmerman, representing the Montana Power Company, 
testified that this bill would increase their taxes 
$178,000.00 based on their 1984 taxes and they would 
like to avoid this tax increase. 

Tom Ebzery, representing the Nerco Mining Company, 
rose in opposition to this bill and said that it would 
be a hassel and a nightmare to administer. 

Jim Hughes, representing Mountain Bell, stated that, 
with a high technology industry, there is reason for 
property to have a shorter life span than years ago, 
when conditions were different. 

Stan Kaleczyc, representing Burlington Northern, Inc., 
said that he thinks there is going to be a change in 
the federal law in the direction that Representative 
Keenan likes and this bill clearly is going to make 
it much more complicated to figure tax rates. 
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Senator Ed Smith said that he was neither a proponent 
or an opponent, but he wondered if this would eliminate 
the accelerated depreciation for family farm corpora
tions. 

Dennis Burr, representing the Montana Taxpayers' Associa
tion, indicated that his opposition is basically with 
the revenue impact, but he urged the committee to con
sider the change they will be making with decoupling 
from the IRS code. 

John Alke, representing the Montana-Dakota Utilities, 
stated that this bill would cost their rate payers 
$110,000.00 and in answer to Senator Smith's question, 
this certainly will affect him and and all the people 
he works with. He urged a do-not-pass recommendation. 

Gene Phillips, representing the Pacific Power and Light 
Company, stated that they are in opposition to this 
bill also. 

Joe Shevlin, a C.P.A. here in Helena, said that a business 
man who is denied the deduction now; later on if he dis
poses of that property, he is taxed on that property as 
if he got the benefit of that tax deduction in the current 
year and he is getting shot twice. 

Janelle Fallon,;representing the Montana Chamber of Com
merce, stated that she did not like the implications 
that the taxpayer's money is really the states and that 
they decide how much they get to keep. 

Dave Goss, representing the Billings Chamber of Commerce, 
offered testimony as to how this would affect small 
businesses. 

There were no further opponents. 

QUESTIONS ON HOUSE BILL 590: In response to a question 
by Representative Asay, Representative Keenan explained 
that they will still recover the total of the asset over 
a longer period of time, but it will just not be accelerated. 



Taxation Committee 
March 14, 1985 
Page Eight 

Representative Ellison asked Mr. Harrison if this bill 
would or would not deny a recovery of a certain portion 
of that the way this bill is written now. 

Mr. Harrison replied that from what he understood from 
Representative Keenan was that she did not intend that, 
but it is a fact that that is in the bill now and you 
would just lose the deduction and it would be gone. 

Representative Schye asked if he understood that the 
savings they realize from this accelerated deduction 
cannot be passed on to the rate payer. 

Mr. Zimmerman replied that, in the federal law, the 
accelerated rate cannot be passed back to the rate 
payer, but that does not mean that the rate payer does 
not receive a benefit from this because if the total 
tax paid by the utility is lower, than that means the 
rate payer's rates are going to be lower. 

Representative Schye asked if they lose this, then will 
they pass this back to the rate payers. 

Mr. Zimmerman responded that that is true - their taxes 
would increase. 

Representative Switzer asked if Representative Keenan 
knew that these small farm operators use that deprecia
tion money for operating money. 

Representative Keenan answered that as she understands 
this bill, this applies to income and, if she understands 
this right, there has been no taxes filed for farm in
come in this state in the last biennium so if there is 
no income, you cannot have depreciation. 

Representative Switzer commented that the depreciation 
is the reason you have no income and you use the money 
to operate on. 

Representative Ellison asked if she believed that there 
should be depreciation allowed on anything. 
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Representative Keenan said that she wants to maintain 
depreciation but go back to the 1971 scale and they 
would be recovering that over a longer period of time. 

Representative Ellison asked if the depreciation on a 
new car would not be more the first year than after the 
car was fifteen years old. 

Representative Keenan replied that she suppose that is 
so, but she does not buy that that is the way they should 
go. 

Representative Asay asked what would happen if a company 
makes an investment in a new plant of $1 million and 
they have to recover their costs. 

Representative Keenan responded that the theory is that 
with this accelerated deduction, this money is going to 
be reinvested and they have found that it is not being 
reinvested. 

Representative Asay commented that if they did not have 
the investment, they would not have the deduction. 

Representative Keenan asked if the investment was made 
because of the deduction or was the investment made be
cause the market place called for investment. It is sup
ply and demand, she contended. 

Representative Koehnke asked if she did not think that, 
in agriculture, they definitely need this accelerated 
depreciation because of the high cost of farm equipment 
and the interest. 

Representative Keenan answered if that was really true, 
they would be taking that accelerated depreciation and 
reinvesting it in new machinery and the implement dealers 
would not be going out of business. 

There were no further questions. 
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Representative Keenan contended that there was a lot of 
smoke blown from the opponents and a lot of malarky from 
the C.P.A.s and she did not think that they should wait 
for congress to do this. 

The hearing on this bill was closed. 

The chairman called a recess at 10:00 a.m. and the commit
tee reconvened at 10:11 a.m. 

EXECUTIVE SESSION 

DISPOSITION OF SENATE BILL· 49: Representative Williams 
moved that this bill BE CONCURRED IN. The motion carried 
with Representative Iverson voting no. 

DISPOSITION OF SENATE BILL 51: Representative Williams 
moved that this bill BE CONCURRED IN. Representative 
Gi~rt moved to amend the bill on page 2, line 12, by 
inserting the striken language, "if one is due at". 
The motion carried unanimously. 

There was some discussion on this bill and Representa
tive Williams asked Mr. Morrison to explain what the 
difference is between this bill and the bill that he 
had. 

Mr. Morrison explained that the bill Representative Wil
liams had on protestors was to record any protest~r who 
filed a protest on his taxes and this bill looks at an 
incentive for any person to file their returns on time 
and to pay the tax and, surprisingly enough, there are 
many people who do not do that. 

Chairman Devlin noted that there was another question 
about the number of people who might be caught up in 
this. 

Mr. Morrison replied that there is in the neighborhood 
of about 500 people who might be caught up in this. 

Representative Gilbert said that they referred to this 
bill as an incentive to get people to pay, but it is 
also called blackmail. 
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Representative Schye said that they are getting too emo
tional about this bill and he made a motion to TABLE the 
bill until they can get some more information. 

The motion carried with Representative Devlin voting no. 

DISPOSITION OF HOUSE BILL 915: Representative Asay moved 
that this bill DO PASS. 

Representative Williams stated that he opposed this bill -
it was brought up before the Revenue Oversight Committee 
and they gave the Department of Revenue the direction to 
go ahead and set up the rule and remove the 20% reduction. 

Representative Ellison moved to amend on page 2, line 2, 
following "for" by inserting "principal". The motion 
carried unanimously. 

There was further discussion on this bill and a vote was 
taken on the DO PASS AS AMENDED motion and it passed with 
a vote of 11 ayes and 9 noes. See Roll Call Vote. 

DISPOSITION OF HOUSE BILL 690: Representative Williams 
distributed amendments to this bill, which were proposed 
by the Department of Revenue. See Exhibit 4. He moved 
the adoption of these amendments. The motion carried un
animously. 

Representative Williams moved that this bill DO PASS AS 
AMENDED. 

Representative Switzer indicated that this was a flat tax 
increase and has not worked in the past. 

Representative Asay commented that that mineral is still 
in the ground and has no value as far as he is concerned, 
and if someone comes in and extracts it, it is no promise 
of a profit. He made a substitute motion to TABLE the 
bill. A vote was taken on the motion and it passed 11 to 
9. See Roll Call Vote. 

DISPOSITION OF HOUSE BILL 838: Representative Switzer 
moved that this bill DO NOT PASS. 
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There was some discussion and Representative Raney made 
a substitute motion that this bill DO PASS. 

Representative Harp moved to amend the bill on page 2, 
line 22, by striking "50" and inserting "75" and on 
page 3, by striking lines 1 through 8. The motion 
carried with Representative Gilbert, Representative 
Zabrocki and Representative Asay voting no. 

Representative Gilbert indicated that this was a general 
tax increase and it falls on the backs of the people of 
the state of Montana. 

A vote was taken on the DO PASS AS AMENDED motion and 
it passed on a vote of 12 ayes and 8 noes. See Roll 
Call Vote. 

ADJOURNMENT: There being no further business, the meeting 
was adjourned at 11:23 a.m. 

Alice Omang, Secr~tary 



DAILY ROLL CALL 

HOUSE TAXATION CONNITTEE 

49th LEGISLATIVE SESSION 1985 

Da te -3 p '7/p-;-
) 7 

------------------------------- ------------ -----------------------
NAl-1E PRESENT ABSENT EXCUSED 

DEVLIN, GERRY, Chrrn. / 
WILLIAMS, MEL, V. Chrm. / 
ABRAMS, HUGH V 

ASAY, TOM I / ,.-

COHEN, BEN 'V 
-

ELLISON, ORVAL ./ 
t-

GILBERT, BOB ~ 
I 

~ HANSON, MARIAN I 
HARRINGTON DAN J V 

I / 
I 

HARP JOHN I 
IVERSON DENNI~ I ~ I 
KEENAN, NANCY I / 
KOEHNKE FRANCIS I ~ I 

I 
I --/' PATTERSON JOHN I 

RANEY BOB V' 

RF.~M BOB t/ I 
I 
I 

SANDS JACK /.// ! 

j t-/ I 
: 

SCHYE, TED I i 
I I I 

SWITZER, DEAN ! <..---" I I 
I 

I I I 
ZABROCKI rARL .--- i 

I 
I ! 
i I 

I 

I I 

I 

I 

I I , 
I 

i 

I I I 
I 

CS-30 



) 

STANDING COMMITTEE REPORT 

............. ~~~~.u ... l!4., ............................... 198.5. ...... . 

SPEAKER: MR .......................................•....................... 

We, your committee on ................................ 1.~~~9~~ ................................................................................................ ,. 

having had under consideration ............................. ~~AAtl .................................................................... Bill No ..... 49 ...... .. 

__ --=thi=·=r~d=------reading copy ( blue 
color 

Respectfully report as follows: That ........................ ~~~~ ................ · .................... ·· ........................ · .... Bill No .. 4.2 ........... . 

STATE PUB. CO. 

.. ·(-;iiFiy···DEV·Li1·~·~ ...... · .. · .. ·· ...... ·· .. · .. ·· ...... ·C',;~;~~~~: ........ . 
Helena, Mont. 

COMMITTEE SECRETARY 



STANDING COMMITTEE REPORT 

Page 1 of 2. . ................... .M.arcll .. ~.4"' ....................... 19 .... as. .. . 

SPE,\KBR: MR .............................................................. . 

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

having had under consideration ........................................ ~~.~~ ............................................................ Bill No ........ ~.~.~ .. 

-=f=i=rc::s:..:;:t~ ____ reading copy ( white 
color 

nlClmASED ,.;~ ON 'ro.BACOO PRODUCTS OTHER THAU CttSAlmTTES 

llOUS£ 039 
Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

DO PASS 

1. T1~lB. line 5. 
FclLclIIi;'.q: ·~.NO" 
S t.r ik~: <:t ."i.! .. L()CA'!ll'iG 4t 

;r~!;crt: "!:~A!,:u,:<AT!~GIJ 

J.. "r'itL:, 
F~(; i l(/wi!~g.: 

STATE PUB. CO. 
Helena, Mont. 

Chairman. 



) 

Page 2 Qf2. 
BB 839 

..................... ~ .. ~Q.b. ... l~A ...................... 19 .... ~~ .. 

4~ Tltlft~ lino 7. 
FollGwin9~ -EOUCATI0N ANO· 

·Cl'rn;;s AU!} 70W~~S" St.rik~. 
1.Uf.~::t~ -TO 'f'RE S7A'!S GE.~;;ZlUU, £'111i0· 

s. Pa9~:r line 22. 
Follovinq~ -(alP 
Strike: ·5C'~-
!nz~rt; ··i~i· 

6. ~.g~:, lincB 22 and 23. 
,'ullovi. ... <:1: "t.h(.,· en linu 22 
S t.r i k~ • -" .1 o.t0-a.::;:~!~~t'l _,buj.l~~~~t.i_.~.r2.q.z:~ __ ~;~.!2s.:_~Y.! f:: .. 
r!:!i~rt:; ·~tatc ~':Hteral· 

7 • i?&q~ 2 ~ lintl 23. 
i"ollowl.~lg; .. fUl",dJ· 
!;J~-tlrt. ~ ·ll1!d'--~'''-'' 

Zl.?aqes 2: llnd 3 .. 
E'ollowi;19 ~ ·sch:;:)ol .. - O~ ii .. 1lf: 25 01, ';)..:.qt) "2 
Str:.kt'*! the ~M1~d~r ot li~~ 25 d·l~()".lqh "~~Ji!!_~· 
(ory t !~}iiqf:'. .3 

3. PC',S~" ~ 
PolloWl~~: *16-11-111.- on 
.s't,'rU:.r:~ ~ t:.tJ.e rr.til~iri.dur cf 

lln>? 3 
lin~ :3 

",..-,. 

! 
i 

STATE PUB. co. GERRY DEVLIN, 
Helena, Mont. 

on 

Chairman. 



ROLL CALL VOTE 

HOUSE COMMITTEE TAXATION 
--~~~---------------------

DATE 3"ILj-lqS~ BILL NO. 1--1, B~e39 TIME 

NAME AYE NAY 

DEVLIN, GERRY, Chrm. v"" 
WILLIAMS, MEL, V.Chrm. V' 
ABRAMS, HUGH ,/ 

ASAY, TOM a/ 
COHEN, BEN ~ 
ELLISON, ORVAL ,/ 

GILBERT, BOB til' 
HANSON, MARIAN V" 
HARRINGTON, DAN ./ 
HARP, JOHN . II" 
IVERSON, DENNIS V" 
KEENAN, NANCY V 
KOEHNKE, FRANCIS .,/ 

PATTERSON, JOHN ,,--
RANEY BOB ,/ 

REAM, BOB ,/ 

SANDS JA_CK ,/ 

SCHYE J TED ,/ 

SWITZER DEAN· t/ 

j"ABROCKI. CARL ,,/ 

Secretary Alice Omang Chairman Gerry Devlin 

Motion: 

CS-31 



\ 
) 

/1 

/' ,. 

STANDING COMMITTEE REPORT 

................... ~~?;,~.b ... ~4.1. .. , ..................... 19 .. ~s. ... . 

SPEAl-.'ER: MR .............................................................. . 

We, your committee on ......................................... !I.:..~\TI.aN. ...................................................................................... .. 

having had under consideration ......................................... UOOSE ........................................................... Bill No ... 91.5. .... .. 

first reading copy ( white ---==-==--=--=------ color 

ON· FARH HOHES 

Respectfully report as follows: That ............................ UOUSZ .................................................................. Bill No ...... 91S .... . 

de amended as follows, 

1. Page 2, line 2. 
Following: ~for· 
Insert: "princrpal~ 

2.'l'itle, lir..2 5. 
FOllowing;'APPAAISAJ. OE';' 
ILaert: '?Rr;CIPA!/' 

And as aclenc.ed, 
UO PASS 

STATE PUB. CO. 
Helena. Mont. 

. , , , . , , 

..................................................................................................... 
GERRY DeVLIH, Chairman. 

COMMITTEE SECRETARY 



ROLL CALL VOTE 

HOUSE COMMITTEE TAXATION 

DATE BILL NO. TIME 

NAME AYE NAY 

DEVLIN, GERRY, Chrrn. / 
WILLIAMS, MEL, V.Chrrn. ,/ 
ABRAMS, HUGH ,/ 

ASAY, TOM ./ 

COHEN, BEN v' 

ELLISON, ORVAL ,/ 

GILBERT, BOB ~ 

HANSON, MARIAN 1/ 
HARRINGTON, DAN II' 
HARP, JOHN . .,/ 

IVERSON, DENNIS tI' 

KEENAN, NANCY ....... 

KOEHNKE, FRANCIS V 
PATTERSON, JOHN t/ 

RANEY, BOB ........ 
REAM, BOB ......... 

SANDS JACK ,/' 

SCHYE TED " SWITZER DEAN rI' 

ZABROCKI CARL v 

Secretary Alice Ornang Chairman Gerry Devlin 

Motion: 11 Pass 

CS-31 



ROLL CALL VOTE 

HOUSE COMMITTEE 

DATE ~"14- IqB5 

TAXATION 

BILL NO. fl. B.:t!(q90 TIME 

NAME AYE 

DEVLIN, GERRY, Chrm. ,/ 
WILLIAMS, MEL, V.Chrm. 
ABRAMS, HUGH .; 
ASAY, TOM .; 
COHEN, BEN 
ELLISON, ORVAL , 
GILBERT, BOB 0/ 
HANSON, MARIAN , 
HARRINGTON, DAN 
HARP, JOHN . ,/ 
IVERSON, DENNIS ~ 

KEENAN, NANCY 
KOEHNKE FRANCIS 
PATTERSON JOHN ,/ 
RANEY BOB 
REAM BOB 
SANDS JACK V 
SCHYE TED 
SWITZER DEAN ,/ 

iZABROCKI CARL 

Secretary Alice Omang Chairman Gerry Devlin 

Motion: 

CS-31 

NAY 

.I 

v' 

.; 

.; 
.I 

". 

V 

tI 

./ 



!I'COME TA:: 

(i) hahit un J 1 v fd ling to ti : •. " ,,,tufr r.r to pay the tel' 
uue t..r h'I'F ~rp f ":'l;'o}er can ,-!;t"":'lil'l, tr,,~ the- failure- was not 
dOH! [>l.l·posely r~ knowingly; "1 

(ii) en r.ttell'pt t(· t-vace or def<!"t the tax. 
(b) "lial:<i tually· IY'l'ans more thill' or.c. ir. a ~-y",ar peric( 

sub~",c:\,ent to lH,ti f icaticn by the dppartn;ent of a prior fai:.ufE' 
to file a r~turn or to pa~ the tax du~. 

(3) If a deficiency in ".:E&Y. is not: pai(' Idthin 60 cays from 
the dat~ of mailing notice thereof to the taxpftyer or if a epfj
ciE'ncy in tax l!; Cue to negligence on tl,e part of the taxpayer, 
the penalty i9 5% of thp amount of trp dpficiency but not 1e~s 
than 52. (Hirtory: Spc. 15-30-305 ~rA; IMP, Sec. 15-30-311 
~,Ch; (1) Eft. 12/31/72, ".MD, Eff. 7/5/75; (2)'""iTF:w, Eff. 7/5/75, 
AMD, 1962 ~AR p. 14, EII: 1/lS/F<; AMD, 19S4 ~~R p. <031, Eff. 
TI728/f:4.) -

RulEr 42.16.106 through 42.16.J)0 TPFerved. 

t\EXry' PlIGF IS 41-1611 
AD~IN;S"'P;'T:rVE Pl'J.FS OF MONTA1~;'. 1 ? 1311 R 4 ~:;-16Ci 

I 
E](~,.6/-I- / 
sa s-I 
~pY/trS-
~~ Mo,.I-,.Jo-:l 

I 

.\ 

I 
I 

I 
I 
I 
I 
I 
I 

J 
I 

8/1 



r 
r 

~?~
'~;

~~~
~:z

~:e
 f
~)
 '~!!!t!!

:!l!!!!IE
):;;' IT_··

 _l
_f

_"
"_

LG
_Q

_b
_[

ill
_ 

r 
f 

r 
\ 

W
e

lf
a

re
 f

o
r 

th
e 

ri
ch

 
p

ro
ve

s 
fa

r 
to

o
 c

os
tl

y 
T

ax
 r

e
fo

rm
 n

e
e

d
s 

h
ig

h
 p

ri
o

ri
ty

 
O

ve
r 

th
e 

pa
st

 t
hr

ee
 y

ea
rs

, 
th

e 
G

en
er

al
 E

le
c

tr
ic

 C
o.

 h
ad

 p
ro

fi
ts

 o
f 

$6
.:l

bi
lli

on
. 
It

 p
ai

d 
no

 r
ed

l~
ra

l 

in
co

m
e 

ta
x.

 D
ow

 C
he

m
ic

al
 h

ad
 p

ro
fi

ts
 o

f 
$7

76
 m

il
li

on
; 

U
ni

on
 

C
ar

bi
de

 h
ad

 
pr

of
it

s 
of

 $
61

3 
m

il
li

on
; 

W
.R

. 
G

ra
ce

 &
 C

o.
 h

ad
 p

ro
fi

ts
 o

f 
~
 m

ill
io

n.
 N

on
e 

of
 t

he
m

 p
ai

d 
a 

di
m

e 
in

 f
ed

er
al

 i
nc

om
e 

ta
x.

 T
og

et
h

e
r 

th
e 

fo
ur

 c
om

pa
ni

es
 c

la
im

ed
 r

ef
un

ds
 -

rc
fw

J(
Js

, 
if

 y
ou

 p
le

as
e!

 -
of

 m
or

e 
th

an
 h

al
l a

 b
ill

io
n 

do
lla

rs
" 

. 
T

hi
s 

is
 c

or
po

ra
te

 w
el

fa
re

. 
It

 i
s 

th
e 

sy
st

em
 o

f 
ta

x
 a

vo
id

an
ce

 k
no

w
n 

cy
ni

ca
ll

y 
as

 A
FD

C
 -

A
id

 f
or

 
D

ep
en

de
nt

 C
or

po
ra

ti
on

s 
-

an
d 

it 
is

 t
he

 i
nd

ef
en

si


bl
e 

co
ns

('
qu

en
ce

 o
f 

ta
x 

la
w

s 
pa

ss
ed

 w
it

h 
th

e 
ve

ry
 

be
st

 in
te

nt
io

ns
. 

It
 is

 n
ot

 y
et

 c
le

ar
 w

he
th

er
 C

O
llb

'T
CS

S 
w

ill
 a

ct
 o

n 
ta

x
 r

ef
o

rm
 t

hi
s 

ye
ar

. 
In

 t
he

 1
I0

us
e,

 D
an

 R
os

te
n

ko
w

sk
i 

sa
ys

 
th

at
 

hi
s 

C
om

m
it

te
e 

on
 

W
ay

s 
an

d 
U

ca
n

s 
is

 r
ea

dy
 t

o 
co

op
er

at
e 

w
ith

 t
he

 a
dr

n.
lr

lli
.tr

a
ti

on
. 

In
 t

he
 S

en
at

e,
 m

aj
or

it
y 

le
ad

er
 B

ob
 D

ol
e 

sa
ys

 
th

at
 r

ed
uc

in
g 

de
fi

ci
ts

 h
as

 a
 h

ig
he

r 
pr

io
ri

ty
 t

ha
n 

si
m

pl
if

yi
ng

 t
ax

es
. 

M
y 

ow
n 

th
ou

 g
ilt

 i
s 

th
at

 i
f 

C
on


gr

es
s 

fa
lL

i 
to

 t
ac

kl
e 

ta
x 

re
C

or
m

 i
II 

lU
3.)

, 
It

 I
s 

no
t 

li
.~

el
y 

to
 t

ac
kl

e 
w

x
 r

ef
or

m
 i

n 
th

e 
ei

rc
ti

on
 y

ea
r 

of
 

19
86

. 
T

he
 1

0b
by

L<
;ts

 w
ill

 b
e 

ou
t 

!.i
ke

 t
re

e 
fr

og
s 

in
 

A
pr

il
. F

o
r 

a 
va

ri
et

y 
of

 r
ea

so
ns

, 
bo

th
 t

an
gi

bl
e 

an
d 

in


ta
ng

ib
le

, 
a 

w
ho

le
sa

le
 r

ev
is

io
n 

of
 t

he
 t

ax
 c

od
e 

ge
ts

 
m

o
re

 u
rg

en
t a

ll
 t

he
 ti

m
e.

 I
t 

is
 n

ow
 c

le
ar

 th
at

 th
e 

in


v
es

tm
en

t 
ta

x 
cr

ed
it

 h
as

 n
ot

 w
or

ke
d 

as
 i

ts
 s

po
ns

or
s 

ho
pe

d 
it

 w
ou

ld
 w

or
k 

w
he

n 
th

ey
 p

ut
 i

t 
on

 t
he

 b
oo

ks
 

20
-o

dd
 y

ea
rs

 a
go

. 
T

he
 i

de
a 

se
em

ed
 a

tt
ra

ct
iv

e:
 T

o 
sp

u
r 

ca
pi

ta
l 

in
ve

st
m

en
t 

in
 n

ew
 e

qu
ip

m
en

t,
 g

iv
e 

a 
co

m
pa

ny
 a

n
 o

ut
ri

gh
t 

cr
ed

it
 o

f 
10

 p
er

ce
nt

 o
n 

st
ic

h 
in

ve
st

m
er

.t
s.

 W
ill

 y
ou

 b
uy

 a
 $

20
0,

00
0' 

ro
ta

ry
 p

re
ss

? 
T

he
n 

de
du

ct
 $

20
,0

00
 f

ro
m

 y
ou

r 
co

rp
or

at
e 

in
co

m
e 

ta
x.

 T
he

 i
nv

es
tm

en
t 

ta
x 

cr
ed

it
 m

ay
 h

av
e 

he
lp

ed
 

th
e 

m
ac

hi
ne

 t
oo

l 
in

dU
St

ry
; 

it
 m

ay
 h

av
e 

be
ne

fi
te

d 

~
.
,
 

""
"T

'I%
? 

5
-
7

_
 

N
a
.t

io
n

a
.l

 C
o

lu
m

n
is

t 
r
-
-
-
-
~
 

J
a
m

e
s
 

K
il

p
a
tr

ic
k

· 
~
.
w
 _

_
 .
.
 m
r
~
w
r
£
~
~
 

o
th

er
 s

up
pl

ie
rs

 o
t e

qU
ip

m
en

t, 
bu

t 
ga

in
s 

in
 p

ro
du

c
ti

vi
ty

 p
ro

ba
bi

y 
ha

ve
 b

ee
n 

pu
rc

ha
se

d 
at

 th
e 

pr
ic

e 
of

 
el

im
in

at
in

g 
jo

bs
. 

In
 t

he
 c

om
in

g 
fi

sc
al

 y
ea

r,
 U

 th
e 

ac
t 

Is
 n

ot
 

rq
lC

al
ed

 o
r 

dr
as

tl
ca

ll
y 

am
en

de
d,

 t
he

 
T

re
as

u
ry

 w
ill

 h
av

e 
to

 g
ra

n
t 

$3
8 

bi
lli

on
 i

n 
cr

ed
it

s.
 

T
he

se
 c

re
di

ts
 a

rc
 o

ut
li

gh
t 

su
bs

id
ie

s 
to

 i
nd

us
tr

y,
 in

 
no

 w
ay

 G
is

ti
ng

ui
sh

ab
le

 f
ro

m
 s

uc
h 

su
bs

id
ie

s 
as

 fo
od

 
st

am
p

s 
fo

r 
th

e 
po

or
. 

A
no

th
er

 t
ar

ee
t 

fo
r 

ta
x 

re
fo

rm
 L

'3 
th

e 
pr

og
ra

m
 

of
 a

cc
el

er
at

ed
 c

os
t 

re
co

ve
ry

. 
'11

1i
s 

is
 t

he
 p

ri
nc

ip
al

 
p

ro
g

ra
m

 U
la

t 
ha

s 
pe

rm
it

te
d 

su
ch

 f
.ir

m
s 

as
 G

en
er

al
 

E
le

ct
ri

c 
an

d 
D

ow
 C

he
m

ic
al

 t
o 

es
ca

pe
 f

l.'
<1

er
al

 i
n

co
m

e 
ta

xe
s.

 T
he

y 
ca

n 
w

ri
te

 o
rr

 m
o:

,1
 n

ew
 e

qu
ip


o

w
n

t 
in

 f
iv

e 
y

ea
rs

 a
nd

 m
os

t 
ne

w
 s

tr
u

ct
u

re
s 

in
 1

5 
ye

ar
s.

 T
he

 p
ro

g
ra

m
 w

ill
 c

os
t 

th
e 

T
re

as
u

ry
 a

n
 e

st
i

m
at

ed
 $

22
 b

il
li

on
 in

 f
is

ca
l'8

6.
 

T
o 

he
 s

ur
e,

 p
la

us
ib

le
 a

rg
um

en
ts

 c
an

 b
e 

m
ad

e 
th

at
 t

ax
 b

re
ak

s 
fo

r 
bu

si
ne

ss
, 

in
cl

ud
in

g 
V

er
y 

B
ig

 
B

us
in

es
s,

 a
rc

 g
oo

d 
U

lin
gs

 f
or

 t
he

 e
co

no
m

y.
 I

n 
th

eo


ry
 t

he
se

 c
re

di
ts

 a
nd

 w
rit

c-
<>

ff
s 

pr
ov

id
e 

in
ce

nt
iv

es
 

fo
r 

A
m

er
ic

an
 c

om
pa

ni
es

 to
 i

nv
es

t I
n 

ne
w

 a
nd

 m
od


er

ni
ze

d 
pl

an
L

') 
th

at
 w

ill
 m

ak
e 

th
em

 m
or

e 
co

m
pe

ti


ti
ve

 o
n 

w
or

ld
 m

ar
ke

ts
. 

T
he

re
 Is

 n
ot

 m
uc

h 
ev

id
en

ce
 

ei
th

er
 to

 p
ro

ve
 o

r 
to

 d
is

pr
ov

e 
th

e 
th

eo
ry

. 
M

o:
.t 

ne
w

 
pl

an
ts

 p
ro

ba
hl

y 
w

ou
ld

 h
av

e 
be

en
 h

ui
H

 a
ny

ho
w

. 

N
o 

su
ch

 a
rb

'll
m

en
ts

 s
up

po
rt

 c
on

ti
nu

at
io

n 
of

 
ta

x
 s

he
ll

er
s 

fo
r 

in
di

vi
du

al
s.

 T
he

se
 p

ha
nt

om
 in

ve
st


m

en
ts

 r
es

ul
l 

in
 a

 l
os

s 
to

 th
e 

T
re

as
ur

y 
of

 r
ou

gh
ly

 $
20

 
bi

ll
io

n 
to

 $
25

 b
ill

io
n 

a 
ye

ar
. 

Y
ou

 s
ee

 t
he

se
 c

yn
ic

al
 

sc
h

em
es

 a
dv

er
ti

se
d 

in
 d

ai
ly

 n
ew

sp
ap

er
s 

an
d 

in
 

pr
of

es
si

on
al

 j
ou

rn
al

s:
 I

nv
es

t o
nl

y 
$2

,O
OO

! 
B

ec
om

e 
a 

li
m

it
ed

 p
ar

tn
er

! 
W

ea
lt

hy
 i

nd
iv

id
ua

ls
 a

re
 u

rg
ed

 t
o 

pu
t 

a 
li

tt
le

 m
on

ey
 i

nt
o 

oi
l, 

ga
s,

 r
ea

l 
es

ta
te

, 
ho

rs
es

, 
tr

ea
su

re
 h

un
ts

, c
at

tl
e,

 k
iw

i f
ru

it
, j

oj
ob

a 
be

an
s,

 d
uc

k 
fa

rm
s,

 o
ys

te
r 

fa
rm

s,
 a

nd
 e

ve
n 

th
e 

br
ee

di
ng

 o
f 

ll
a

m
as

. T
he

 i
nv

es
tm

en
ts

 m
ak

e 
a 

m
oc

ke
ry

 o
f o

u
r 

ca
pi


ta

li
st

 s
ys

te
m

, 
fo

r 
th

e 
w

ho
le

 o
bj

ec
t 

is
 n

ot
 t

o 
ea

rn
 

m
on

ey
 b

ut
 t

o 
lo

se
 m

on
ey

 -
to

 p
ro

vi
de

 t
ax

 l
os

se
s 

fo
r 

th
e 

ri
ch

. 

T
he

se
 s

le
az

y 
sc

he
m

es
 o

f 
ta

x 
av

oi
da

nc
e 

do
 i

n
ca

lc
ul

ab
le

 d
am

ag
t'.

 T
he

y 
di

v£
'rt

 c
ap

it
al

 f
ro

m
 t

ru
ly

 
pr

od
uc

ti
ve

 e
nt

er
pr

is
es

 a
nd

 t
he

y 
co

nt
ri

bu
te

 s
ig

ni
fi


ca

nt
ly

 t
o 

a 
pu

bl
ic

 p
er

ce
pt

io
n 

of
 u

nf
ai

rn
es

s 
in

 t
h

e 
ta

x
 l

aw
s.

 I
t 

m
ay

 n
ot

 b
e 

pe
rf

ec
tl

y 
un

de
rs

to
od

, 
bu

t 
it

 
Is

 g
en

er
al

ly
 u

nd
er

st
oo

d,
 t

h
at

 w
he

n 
th

e 
ri

ch
 d

oc
to

r,
 

de
nt

is
t 

o
r 

la
w

ye
r 

fin
ds

 r
ef

ug
e 

in
 a

 t
ax

 s
he

lt
er

, i
t 

is
 

th
e 

or
di

na
ry

 J
v

e 
w

ho
 i

s 
be

in
g 

ri
pp

ed
 o

ff
. 

T
he

 l
it

tl
e 

gu
y'

s 
ta

xe
s 

ha
ve

 t
o 

m
ak

e 
up

 t
he

 g
ap

 w
he

n 
9,

00
0 

pe
rs

on
s 

ea
rn

in
g 

;2
50

,0
00

 o
r 

m
or

e 
pa

y 
no

 i
nc

om
e 

ta
x

es
 a

t 
al

l. 

T
he

 T
re

as
ur

y'
s 

pr
og

ra
m

 o
f 

ta
x 

si
m

pl
if

ic
at

io
n 

is
 f

ar
 f

ro
m

 p
er

fe
ct

, 
bu

t 
it

 p
ro

vi
de

s 
a 

go
od

 s
ta

rt
in

g
 

po
in

t. 
O

th
er

 
bi

ll
s 

-
K

em
p-

K
as

te
n,

 
B

ra
d!

ey


G
ep

ha
rd

t 
-

ha
ve

 g
re

at
 m

er
it

. 
It

 r
em

ai
ns

 o
nl

y 
fo

r 
C

on
gr

es
s 

to
 d

em
o

n
st

ra
te

 t
he

 w
ill

 t
o 

do
 w

ha
t 

h
as

 to
 

be
 d

on
e.

 

£y
J"

,4
/ r

 .:
< 

/1
13

 .
s-

?O
 

SP
//e

-S
' 

-

o 
O

"J
 

:S
u

 d
 J

 t
! 

I G
) 



WITNESS STATEMENT 

NAME 

E~h#~/f- J 
)J.8 S'.fJ 
.s/Iy/~ 
Ku.JJ 2--

,.,. 

I 
I 



E y~,..d,.r y 
H.B '~?J 
3//o/a:-S-
t:J o· !ee..l' c." II c!...
R~~ w .. IIt<'~J 

The following proposed amendment to HE 690 would decrease the current 
RITT tax base for natural gas producers by allowing a deduction from gross 
value for natural gas used on the lease, recycled, or reinjected. Govern
ment interests would continue.to be included in gross value. 
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