MINUTES OF THE MEETING
TAXATION COMMITTEE
HOUSE OF REPRESENTATIVES
50TH LEGISLATIVE SESSION

February 5, 1987

The meeting of the Taxation Committee was called to order by
Chairman Ramirez, on February 5, 1987, at 8 a.m. in Room
312B of the State Capitol.

ROLL CALL: All members were present. Also present was Dave
Bohyer, Researcher, Legislative Council.

CONSIDERATION OF HOUSE BILL 428: Rep. Mary Ellen Connelly,
House District #8, sponsor of HB 428, said the bill is
strictly a housekeeping bill, as the section pertaining to
wine was inadvertently omitted from the original legislation
which allows use of these funds for alcoholism programs.

PROPONENTS OF HOUSE BILL 428: Curt Chisolm, Deputy
Director, Department of Institutions, explained that
language was put into the Code to permit use of liquor and
beer tax funds for alcoholism programs, but section
16.1.411, MCA, needs to be corrected to allow wine tax
collections to be used for the same purpose.

OPPONENTS OF HOUSE BILL 428: There were no opponents of HB
428.

CLOSING ON HOUSE BILL 428: Rep. Connelly made no closing
comments.

DISPOSITION OF HOUSE BILL 428: Rep. Raney made a motion
that HB 428 DO PASS. The motion CARRIED unanimously.

CONSIDERATION OF HOUSE BILL 156: Rep. Walter Sales, House
District #76, sponsor of HB 156, said the bill calls for a
referendum to allow people to vote on prohibiting the use of
property taxes for any statewide purpose, and preserves the
tax for use by local governments, providing a 5% sales tax
replaces the legislatively mandated property tax.

PROPONENTS OF HOUSE BILL 156: Alan Eck, Montana Farm Bureau
and Montana Stockgrowers, stated his support of the bill.

OPPONENTS OF HOUSE BILL 156: Eric Feaver, Montana Education
Association, said he could not support mandatory, equalized
millage for district schools.

Sam Ryan, Montana Senior Citizens, stated his opposition to
‘the bill, and said he believed the Legislature would not
listen to I 105.
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Barbara Archer, Women's Lobbyist Fund, said the bill doesn't
meet requirements for fairness in ability to pay, and read
from a prepared statement in opposition to the bill.

Don Judge, Montana AFL-CIO, read from a prepared statement
in opposition to HB 156 (Exhibit #2).

Terry Minnow, Montana Federation of Teachers, said she
opposed the bill, because a sales tax is regressive, and
would replace a stable form of funding education.

Naomi Powell, Corvallis, Friends of the Constitution, stated
her opposition to HB 156.

QUESTIONS ON HOUSE BILL 156: Rep. Sands asked if separate
appralisals were conducted for cities, counties, and school
districts. Rep. Sales advised that there are no county
appraisals.,

CLOSING ON HOUSE BILL 156: Rep. Sales stated it is not his
intent to abolish property taxes, but to reserve them for
local governments.

CONSIDERATION OF HOUSE BILL 160: Rep. Norm Wallin, House
District #78, sponsor of HB 160, provided copies of proposed
amendments to the bill, (Exhibit #3), and said the bill
would establish a flat fee for buses owned by nonprofit
corporations. He explained that the amendment changes
"corporations" to "organizations".

PROPONENTS OF HOUSE BILL 160: Roger Hill, Three Forks, told
the Committee his organization licenses the same bus for
$262, that the Salvation Army licenses for $12. He said
there appears to be some confusion about 1licensure of
nonprofit vehicles. Mr. Hill explained that his church
applied for, and was denied, exempt status, while similar
groups received approval. He advised that his church pays
the same in GVW fees as Greyhound buses, but doesn't charge
passengers. He added that insurance for a bus is more than
$40 per month, for buses that are not used on a daily basis.

OPPONENTS OF HOUSE BILL 160: There were no opponents of the
bill.

QUESTIONS FROM THE COMMITTEE: Rep. Raney stated he was
confused by the fiscal note and testimony given on the bill.
Jess Munro, Administrator, GVW Division, DOH, explained that
he discovered about 200 buses in the state fit into the
category described in the bill, and that 66 of those buses
pay $7 per seat, or an average of $140. He added that there
were inconsistencies among counties.
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Rep. Raney asked if the problem were one of interpretation,
rather than that of a flaw in the code. Rep. Wallin replied
that the bill would make the situation equitable.

Rep. Raney asked if a non-profit church, owning vast amounts
of property, could use such buses to transport workers from
worksite to worksite. There was no response. Rep. Raney
asked if the problem is with current law. Greg Groepper,
replied that DOR interprets the law as written. He said the
question is whether the exemption statutes are doing what
they are supposed to, adding that exemptions apply only to
vehicles used for educational purposes, and not for
religious purposes. Mr. Groepper explained that he would
have to review specific facts on two buses in different
counties to determine what happened in the situations
referred to by Mr. Hill.

CLOSING ON HOUSE BILL 160: Rep. Wallin stated he believes
the bill provides necessary tax equity, and provided a
letter from Hillcrest Home in Bozeman in support of the bill
(Exhibit #4).

DISPOSITION OF HOUSE BILL 160: Rep. Harp made a motion that
HB 160 DO NOT PASS.

Rep. Keenan said members of the Revenue Oversight Committee
believe the legislation to be dangerous because it opens up
loopholes in the law.

Rep. Hoffman said he believes the bill to be necessary.

Rep. Williams stated that HB 160 does not resolve the
problem.

The motion made by Rep. Harp CARRIED. Reps. Hanson,
Koehnke, Patterson, Sands, and Hoffman voted no. All other
members voted aye.

CONSIDERATION OF HOUSE BILIL 260: Rep. Cal Winslow, House
District #89, said the bill would reduce taxable valuations
by 10% for each class of property for 1987-88. He said the
plan may be too simple for the Legislature and taxpayers to
accept.

PROPONENTS OF HOUSE BILL 260: Gordon Morris, Montana
Association of Counties, said he is looking at any and all
options for property tax relief, and supports the concept of
the bill, but wanted to point out that class 15 property
would get a twofold tax break. He explained that taxable
value divided by market value would be adjusted and reduced,
based upon the formula in the bill, as well as on the
proposed 10% reduction.
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Don Judge, Montana AFL-CIO, stated his opposition to the
bill. (Exhibit #4a)

Jim VanArsdale, Mayor, City of Billings, said he opposed the
bill as it does not allow for replacement revenue. He
advised that property taxes comprise 51.4% of the general
fund, and said the 'bill would reduce full time employees in
Yellowstone County by 54 fte.

Alec Hansen, Montana League of Cities and Towns, said cities
and towns would lose $1.5 million in block grants and an
additional $4.5 million the first year the bill was in
effect. He asked how basic services could be provided with
30% less tax revenue in municipalities, when municipalities
have no alternative measures for balancing revenue.

Bob Anderson, Montana School Boards Association, urged the
Committee to give the bill a do not pass recommendation, as
revenue would decrease by $74.2 million., He said something
must be done, but HB 260 is not the answer.

Phil Campbell, Montana Education Association said he
believes the figure quoted by Bob Anderson is about $90-100
million. He stated that Montana people do support Montana
schools by voting for levies, and that he doesn't believe
they want this kind of cut in education programs.

Terry Minnow, Montana Federation of Teachers and State
Employees, said she opposed the bill because it is too much
to expect such cuts with no alternatives for replacement
revenue.

Naomi Powell, Corvallis, Friends of the Constitution, said
she opposed HB 260 as it only reduces property taxes and
does not eliminate them.

QUESTIONS ON HOUSE BILL 260: Rep. Harrington asked Naomi
Powell 1f the government had actually removed persons from
their homes. Ms. Powell replied that had not occurred.

CLOSING ON HOUSE BILL 260: Rep. Winslow stated it is his
intent to place the bill on the table as an option for
discussion, while the Committee determines what is
equitable.

CONSIDERATION OF HOUSE BILL 387: Rep. Nancy Keenan, House
District #66, sponsor of HB 387, said it is a simple bill,
drafted at the request of DOR, to include additional
information in DOR reports and to hold hearings on that
information. (Exhibit #4b, 4c, 44, 4e)

Phil Campbell, MEA, stated his support of HB 387,
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Don Judge, Montana State AFL-CIO, asked the Committee to
support the bill.

Barbara Archer, Women's Lobbyist Fund, stated her support of
the bill.

Terry Minnow, Montana Federation of Teachers and State
Employees, added her support of HB 387.

OPPONENTS OF HOUSE BILL NO. 387: There were no opponents of
the bill.

QUESTIONS ON HOUSE BILL NO. 387: Rep. Asay asked what costs
would be incurred and how available the information would
be. There was no response,

Rep. Patterson asked how public hearings would be advertised
and when they would be held. Rep. Keenan replied hearings
would be held according to state regulations.

CLOSING ON HOUSE BILL NO. 387: Rep. Keenan advised
committee members that the National Tax Journal is
worthwhile reading, and said the Committee has already
agreed that more data 1is necessary to make informed
decisions on tax issues.

CONSIDERATION OF HOUSE BILL NO. 409: Rep. Joan Miles, House
District #45, sponsor of HB 409, said the bill would revise
the child and dependent care deduction for state income tax
purposes., She explained that federal law allows deductions
for day care costs, but state law allows the deduction only
when both parents work full time.

Rep. Miles told the Committee she could not think of a
reason to kill the bill, and said she did not know where
OBPP got its fiscal note figures, but did not agree with
their assumptions.

PROPONENTS OF HOUSE BILL NO. 409: Barbara Archer, Women's
Lobbyist Fund, stated her support of the bill.

Kathleen Harrington, Montana Division of AAUW, read from a
prepared statement in support of the bill (Exhibit #5).

Kathryn Campbell, Director, Family Resources, Inc. of Lewis
and Clark County, stated her support of the bill and said
her agency provides non-profit assistance to families
seeking day care.

OPPONENTS OF HOUSE BILL NO. 409: There were no opponents of
HB 409.

QUESTIONS ON HOUSE BILL NO. 409: There were no questions on
HB 409.
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CLOSING ON HOUSE BILL NO. 409: Rep. Miles made no closing
comments.

DISPOSITION OF HOUSE BILL NO. 102: Rep. Hanson made a
motion that HB 102 DO PASS, and that proposed amendments #1
and #3 be approved (Exhibit #6). The motion CARRIED
unanimously.

Rep. Raney made a motion to approve amendments #2 and #6
(Exhibit #6).

Rep. Sands commented that it 1is inappropriate to earmark
within earmarking.

Rep. Ellison stated that approximately the same amount is
spent on research as is spent on Tordon.

Rep. Asay said he favored the amendment.

Rep. Hoffman stated that dedicating one-fourth of the
funding to research is excessive. Rep. Grady replied that a
portion of those funds can also be used for education.

The motion to approve amendments #2 and #6 CARRIED with all
members voting aye, except Reps. Harp, Gilbert, Sands, and
Koehnke, who voted no.

Rep. Ream provided copies of a two page amendment, and read
same to the Committee (Exhibit #7), after making a motion
that the amendments be approved.

Rep. Williams asked Rep. Grady for his opinion of Rep.
Ream's amendments. Rep. Grady asked Celestine Lacey,
Administrator, Weed Program, Department of Agriculture, to
respond. Ms. Lacy advised that some projects can qualify as
new and innovated projects without meeting the 1.6 mill
requirement.

The motion made by Rep. Ream CARRIED unanimously.

Rep. Koehnke withdrew his motion to amend the bill, stating
the proposed amendments would conflict with existing
amendments.

Rep. Sands made a motion to eliminate the last sentence in
"2." of Rep. Ream's amendments, which he said would also
negate "3.". Ms. Lacey advised that counties can levy up to
2 mills for this purpose, and that the requested information
would be used to rank projects for assistance.

Rep. Gilbert stated he would support Rep. Sands' proposed
amendment, because of the disparity in the bill.
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Chairman Ramirez asked if there were any projects where
counties had contributed at least 50% of funding. Ms. Lacey
replied that several counties have contributed between 66%
and 70% to weed control projects.

Chairman Ramirez made a substitute motion to require a 50%
level of county contribution. The motion CARRIED with all
members voting aye except Rep. Schye.

Chairman Ramirez made a motion that HB 102 DO PASS AS
AMENDED. The motion carried with all members voting aye
except Rep. Sands.

ADJOURNMENT : There being no further business before the
Committee, the meeting was adjourned at 11:55 a.m. '

resentam
rairman
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STANDING COMMITTEE REPORT
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February 5 19 87

HOUSE TAXATION

ﬁr. Speaker: We, the committee on

HOUSE BILL 3O. 102

report
% do pass J be concurred in YR as amended
(O do not pass U] be not concurred in [ statement of intent attached

Repregsentative Jack Ramirex Chairman

1. Title, line 6.
Strike: "8,0017
Insart: ®42,001°

Z. Title, lina 7.,
Pollowing: *POR®
Iasert: SCHZKMICAL AND NONCHEEMICAL®

3. Tirile, line 7,

ollowing: “HANAGEMENT;®

insert: “REVISING THE PERMITTED OSB CF ROXICUS WRED W-
PUNDS; AMENDING SECTION 30-7-814, MCAz*

q, faqge 2, line 10,
Strike: ¥9,001"
Insert: %42,001"

5. T 2' 11&9 20.

?ollow:~3: "proceeds,”

Strike: °®Proceeds®

Ingert: “Thras percant of the proceads®

6. Page T, line 21.

Following: "[section 11"

Insert: "may be retaired by the county treasurer for costs of
collection. The remainder®

7. Page 2, line 23,

Following: "=(3)."

Inserts “Tweaty—-five percent of the money deposited in the
special revenus fund under this section nust be used for
ressarch and development of nonchemical methods of weed

nanagenent.

Section 3. Section 80-7-814, NCA, is amended to read:
*30-7-814. Administration and expenditure of funds.
(1) “oney deposited in the noxious weed management trust

.

PIRST WHITE )

reading copy (

color



fouse Bill Mo. 1902 Fobrua
Page 2 0¢3 -  ee.Nobros 3 A0 19..87

fuad may not be committed or expesded until the principal
reaches 12,%00,000, except as provided by 30~7-815%5 ia case
of a noziun: uucd amergeacy. Oance this amsount is
accunalated, any interast or revenue generated by the ttust
fund and by other funding measures provided by this part
must be deposited in the special revenoe fund and may be
axpended for noxious weed managament projects in accordance
with this eection, so long as the principal of the trust
fund remains at least $2,500,000,

{2) The department may expend funds under this section
through grants or contracts to communities, weed control
districts, or other entities it considers appropriate for
noxious wesd manaqgement projects. A project is eligible to
recaive funds only 1f the couaty ia which the projset occurs
has sigunificantly fuaded its own weed nanagement program
with-e-tovy-tr-an-envent-not-kers~than -k ré-mikie-ewr-an
esquetvelent-anount-£fron-sneother-souree,

{3) The department may expend funds without the
restrictions specified in swbsection (2) for the ﬁollewtngt

{a) employment of a new and innovative noxiows weed
management project or the development, inmplememtatiom, ox
demonstration of any noxicus weed managemest projeect thlt
may be proposed, implomented, or established by local,
state, or national osrgsnizations, whether public or private.
Such expenditures must be on a cast-shars basis with such
organiszsations.

(b} cost-share noxious weed management programs with
local weed control districts)

(c) special grants to local wead control districts to
eradicate or contain significant noxious weeds newly
introduced into the coaunty. Thase grants may be issuad
without matching fands from the district.

{d) <c¢osts of collecting the surcharge imposed by
8§0~7~-812, not to exceed 3% of the total surcharge procesdsy
and

{a) administrative expenses incurred by the noxious
weed mansgement advisory councilep and

{£) a%i ¥rojact recommended %E the noxious weed
t advisory committee, 1. e Jepartment datermines
the sct vill significantly contribute to the management
o: nox;ong_vnoas vithin the statse.

{1} 1In making such expeaditures, the department must
give prefereance to uaqd control districts and community

groups.

Repressntative Jack Ramives . i

STATE PUB. CO. Chairman.

Helena, Mont,



House Bill Ho. 102

Page 3 of 3

{3} If the noxicus weod management trust fund is
terminated by law, the money in the fund must ba 4divided
haetvesr all counties according to rules sdopted by the
departnent for that purpose, **

Ranusber: subseguent sections

70364/L:IBANYWP 3

2

STATE PUB. CO.
Helena, Mont,
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Mr. Speaker: We, the committee on 7 IOUSE TAXATION
report HOUSBR BILL %0. 164
U do pass J be concurred in 0 as amended
XX do not pass [ be not concurred in [J statement of intent attached

Representative Jack Ramiresz,Chairman
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color

reading copy (




STANDING COMMITTEE REPORT

Pebruary 5 19 87
Mr. Speaker: We, the committee on HOUSE TAXATIOH
report . _HOUSR BILL NO. 428
®Rdo pass B (] be concurred in (] as amended
J do not pass O be not concurred in (O statement of intent attached

EPTER mt‘d ve Jack nuh"cnairman

PIRST , WHITE
reading copy (

color
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ROLL CALL VOTE \

HOUSE TAXATION COMMITTEE

oate Q5.4 emivo. /B3 (D =

i

NAME ABSTAIN AYE NAY |

RAMIREZ, REP. JACK ~ |

ASAY, REP. TOM - 5

ELLISON, REP. ORVAL Ny i

GILBERT, REP. BOB U ;

HANSON, REP. MARION - .
HARP, REP. JOHN ~

HARRINGTON, REP. DAN ~ i
HOFFMAN, REP. ROBERT ~

KENNAN, REP. NANCY S ;

KOEHNKE, REP. FRANCIS o .

PATTERSON, REP. JOHN ~ ;

RANEY, REP. BOB N '
REAM, REP. BOB .

SANDS, REP. JACK U ey
SCHYE, REP. TED ~

WILLIAMS, REP. MEL v %

TALLY [ 3

Joann Banschbach Rep. Jack Ramirez
Secretary [,YWL \ Chairman
u
Motion: u\ A)“Qﬁ/ /’{ +5 4 (0
H GAanlane -
*

Form CS-31A

Rev. 1985
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ROLL CALL VOTE 2377
HOUSE TAXATION COJ‘JLMI'i‘aix.‘l':é:?/ﬂ2
pare 2 =<5 .Y BILL NO. A7 [ 05—
NAME ABSTAIN AYE NAY
RAMIREZ, REP. JACK J
ASAY, REP. TOM \,
ELLISON, REP. ORVAL ~
GILBERT, REP. BOB ~
HANSON, REP. MARION N
HARP, REP. JOHN —
HARRINGTON, REP. DAN ~
HOFFMAN, REP. ROBERT -~
KENNAN, REP. WNANCY ~J
KOEHNKE, REP. FRANCIS ~J
PATTERSON, REP. JOHN S~
RANEY, REP. BOB J -
REAM, REP. BOB ~
SANDS, REP. JACK ' |
SCHYE, REP. TED -
WILLIAMS, REP. MEL ~J
) -
TALLY 2 ) / /
Joann Banschbach Rep. Jack Ramirez
Secretary A\ Chairman
. By | .
motion: __ DGmdn 22 () last & oitline.

éff KU)@AL’ 2 A b

Form CS-31A
Rev. 1985
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Box 1176, Helena, Montana

JAMES W. MURRY 2IP CODE 59624 -
EXECUTIVE SECRETARY 406/442-1708

TESTIMONY OF DON JUDGE ON HQUSE BILL 156 BEFORE THE HOUSE TAXATION COMMITTEE,
FEBRUARY 5, 1987
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Mr. Chairman, my name is Don Judge and I am here on behalf of the Montana

State AFL-CIO to testify on House Bill 156. Members of the Committee, one
provision of House Bil11 156 would eliminate the 6 mill university levy and

the 45 mill school equalization levy which would cost approximately $120,000,000.
According to this bill, the state must impose a sales tax (approximately

3.2 percent) in order to recoup this Tost revenue.

This committee is well aware of our organization's strong opposition to
sales taxes. We believe firmly that sales taxes are, by their very nature,
regressive. Sales taxes shift the tax burden away from large companies
and wealthy individuals onto those who are least able to pay.

However, we oppose this bill not only because of its unfair and inequitable
imposition of a sales tax, but also because it would create an administrative
nightmare.

If we eliminate state assessments on property taxes, the burden for appraisal
would fall on local governments. As we read this measure, counties, cities,
towns and school districts could assess and levy their own separate and
diverse property taxes. If this happened, it would allow for excessive
disparities in tax rates and possible arbitrary and capricious assessments
of property taxes among different taxing entities. This would only cause
confusion and unfairness in our tax system.

Historical precedent shows that by giving local authorities the power to
assess corporate property taxes it is an open invitation for unrealistic
and skewed appraisals.

In addition, current federal law requires certain corporate property to
be uniformly assessed and taxed throughout the state. Should this bill
become law, corporate taxes could differ significantly across the state
in direct violation of federal law.

Currently, over 100 companies are centrally assessed by state appraisers,
who examine the books and quantify where its assets are located. If each
local taxing authority were to conduct these appraisals, the result would
probably be administrative chaos, excessive cost and possible arbitrary
reductions in corporate property tax rates.

PRINTED ON UNION MADE PAPER A *



House Bill 156 ot . =2- February 5, 1987

Because local authorities do nqQt-hawgy-the funds necessary to properly assess
corporate properties, they may iinacgFately forgo assessments. This could
lead to a significant erosion of ouwgtax base. This could also lead to
shifting more of the property tax bymden from corporate entities onto resident
homeowners.

For every county, city, town and sch@ool district to individually assess
its own taxes boggles the imagination. Add to this misquided provision,
the unfair and inherent inequities of a regressive general sales tax and
you have an unacceptable bill.

We urge you to oppose House Bill 156.
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Amendments to House Bill No. 160 crTE = S J
(3 /¢

1. Title, line 5
Following: "NONPROFIT"
Strike: "CORPORATIONS"
Insert: "ORGANIZATIONS"

2. Page 1, lines 20-21

Following: "nonprofit"

Strike: "corporation, as defined in 15-6-201,"
Insert: "organizations"



Bozeman .
Deaconess Hospital

B T TR
915 Highland Boulevard Bozeman, Montana 59715 (406) 585-5000

e #

February 3, 1987 /é Q

Representative Norm Wallin
House of Representatives
Capitol Station

Helena, MT 59620

Dear Norm:

This letter is written in support of your House Bill to lower the vehicle
registration fees charged to non-profit organizatioms.

The Bozeman Deaconess Foundation operates the Hillcrest Retirement Home
in the community of Bozeman. This Retirement Home uses a bus to trans-
port its residents to various functions within the Bozeman community.

The vehicle registration fee for the bus 1is presently $131.00 per year.
Although this fee represents a small percent of the overall operating
budget of the Retirement Home, we welcome any relief we may be able to
provide to many of our fixed-income residents.

We appreciate your thoughtful consideration of this support.

Sincerely,

BOZEMAN DEACONESS HOSPITAL

~Jim Williams
-~ Asgistant Administrator

JW/gib
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NAME an__ge«_ﬁga-_- BILL NO. 48 24 &3
ADDRESS Fo RLex 124 Heleva DATE _ 2 -S-%7

WHOM DO YOU REPRESENT? A7 STRrE  Aft—cZO

SUPPORT < OPPOSE S AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
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FIGURE 1

ANNUAL GROWTH OF FEDERAL EXPENDITURE

(DIRECT AND TAX SPENDING)
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‘tions received 31.53 in tax benefits for
every $1 of taxes paid. Prior to FY81, cor-
porations were generalily receiving 47 cents
to 63 cents in tax benefits for every dollar
paid in taxes. This sharp increase is pri-
marily attributed to the severe effects of
the recession which significantly cut cor-
porate profits, which in turn cut corpo-
rate taxes. But this large tax expenditure
increase can also be traced to the numer-
ous and costly tax expenditure changes
enacted in Economic Recovery Tax Act of
1981.

Another tax shift trend shows corpo-
rations taking a larger share of the tax
expenditure pie. Businesses now capture
28 percent of all tax expenditures, whereas
in FY83 the percentage was only 19 per-
cent.

The recession and enactment of new tax
. expenditures also affected individual in-
come tax receipts in FY84. Individual

taxpayers received 83 cents of tax bene-
fits for every dollar paid that year, whereas
in FY80, individuals received 56 cents in
tax expenditure benefits.

Despite large federal government defi-

cit problems, the Administration pro- j
posed new tax expenditures in the FY86 .3

budget: tax breaks for an enterprise zone
program, a tuition tax credit, tax incen-
tives for higher education, increases in the
dependent care tax credit, and extension
of the research and development credit.

State Tax Expenditure Survey Results

In March 1984, a tax expenditure re-
port questionnaire prepared by the U.S.
Advisory Commission on Intergovern-
mental Relations was submitted to state
executive and legisiative budget direc-
tors. Virtually all informatién provided in
this section of the report is derived from
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Washington
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STATE. TAX EXPEMDITURE (TE) REPORTS

TABLE 2

[Vol. XXXIX

DATE OF -
CATE FIRST FREQVENCY PREPARED MAJOR FEATURES .
STATE ADOPTED RZPORT  OF REPORT Y OF RZPORT LECISLATIVE PROCESS
Arizona 1981 1982 snnual Depsttnent |-sll scate TE esciasces The Departaent of Revenue subaits che
of ~description of TE T7. report to the governoc and legis~
Ravenue . laturs on or before Nov. 15 each year.
(NOTZ: Due to funding limitations, only
one rapor: has been praparsd on revenue
losses from individual {ncome TY.
Californta 1971 2176 annual Dapartment |-"major idantifiable” stace | The governor submits the TZ report as pert
. Y & local T7 escimatss of the proposed budget. During the 1984,
Tinsnce -recommendactions by governor| session, the lesxislature changed the fre=_
” : on modif{caction of of the raport from Biennial to snaual. -
.o [RS .. .- selectad T .. - . e " e
) = historicsl infsr=acion ‘
Delaware 1986 noc yet dienaial Division -1isc TZ For {informetiotal purposes.
{ople= of ~vhether TL achieves gosls
sented Revenue
Rawvall no 1982 annual Depart of |=etace TZ estiaates vhare The governor subaits a limited TE reporc
statuce Sudget & figures sre readily with the proposed dudget for informacional.
. Tinance & .| availahle purposes. (Currantly studying issue; will
Depert of j-listing of scate TE consider legislation in 1986.) .
N Taxation ~ - -
Louisiana 1982 Y83 annual Department |=2ll state TY estisates The Secrscary of the Dapartnent of Revenue
of Revenua [~legal citaction and Taxation subaits a TE dudget to the
& Taxation |[=murpose of TE governor and legislacure for informational
~2ssessnent of the success purposes. ’
of each TZ ~
“vhether TE s fiscally
affective *
~unincended or inadverant
effects of TL
~whether TZ aimplifies or ”
complicates tax code
Maine 1981 1983 bienntal Ixec Judget|-sll stace TV estimsces The governor submits TT report ss part of
Ofc & ~legal citation tha proposed budget.
Depart of S
Taxacion
Maryland 1973 FY77 annual Executive |=all scate TZ estinates & The governor submits the TZ budget to the
Budget those tevanuas of local presiding officers of the legislature & s
Office gov't collected dy stace aveiladle for reviswv to all legislacors.
=purpase of T% A TE sumaary 1s iacluded in the Zudget in
~caxpayers & organizations Srief. The governor shall submiz recow=
cthat beneflr from sxeaption| meadacions wizth resoect to the repeal oc
-~vhether TZ confliccs with amsncment of any exempcion.
another scate proeram
Massachu= 1983 1984 aonual Department |~sll scate income & sales The Departaent of Revenuve submits TE re-
selts of TE escimacas port 2o exacucive dranch secretariacs, the
Revenue ~description of TZ deputy coms of capital planning, & all ...
scatutory officers on or before Dec. 15 - -
. each year to “assist aach agency {n its ..
budget preparations” and to the Ways and .
-Means Coates & Joint Taxation Comte for
{nforaaciornal purposes.
Michigan 1979 1580 annual Fxecutive |-sll staca and local TE The sovernor, vith the snnual budget mes~
o Budget eatinates sage to the legislaturs, reports the cax
Office ~description of TT expenditure LCems an an appendix to the
snd ~number of claimants hudgec. Rowever, the tax expenditure
Departnent appendix has alweys followed the hudget
of Treasury by J-4 months. Also, the House Taxation
Comnittee forsed a Tax Ixpenditure Sub~
commiictee {n 1933 which iz resconsible
for farmally reviewing cutrent and pre-
[ sosed tax exsenditures.

on all major tax sources, except the Ari-
zona report which provides information
only on personal income taxes. Maryland

gan, Minnesota, and Washington attempt
to measure the local government revenue
loss from state-imposed property tax ex-
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STATE TAX EXPENDITURE (TE) REPORTS

cradits, prafersatial tax races, or tax deferrals.

Continued
Wi (Continet
DATEZ OF
DATZ FIRST TRZALENCY PREPARND MAJOR FEZATURZS
STATZ ADOPTZD REPORT QY REPORT 3Y Qr A2PORT LECISTATIVE PROCESS
Mississippt 1986 1986 annual Miss. =Tr. astimates Zor informatioral purposes. <«
Resaarch =description ol 3ourcs
& Dav. ~leginlacive incCant
Center
Minnesoca 1983 1983 Siennfal | Departmenc {-sll scata and local T2 Connissioner of Revenus submits TT repact
of estiaaCes with statewtde a8 a supplement to the governor’s proposed
Ravenus applicabilicy budget.
-esciaates favr four flscal
YTears . -
~lagal citacions -
~deacription of TE
~historical information
Missourt oo 7730~ anaual Joint Comta{=-only new Ceneral Pund TZ Yor legislative informacionsl purpases
statuce a1 on Tlacal estimates enacted sinca only.
Affairs 1980-31
Nebraska 1979 1979 biannial | Dmpertment !-all statas and local TZ Tha Depertaent of Ravenue submits the T2
ot estizates rTapart €0 the IZxecutive Board of the Leg~
Revenua ~reccumendations rslaung to} {slaciva Council and 2o the chairs of the
tha ellaination or sunsat legislative revenua and appropriaticas
of particular TX committaen.
" Nareh 1973 1978 bdisanial | Deparrmeat |=all stata TZ astimatas The Secretary of Ravenue submits che 1T
Carolina of | (includas licsnse taxas) raport to the Director of the Budget &
Ravenua ~legal ciltations the Advisory Budget Commission in gven~-
numbersd yeare, & to the Ceneral Assanbly
in odd~numbersd Years. (N¥OTZ: A provision
in the statuts tequires that wo addizional
costs may be fzmcurred {a the preparacica
of tha rapoct. Consaquently, ouly the
firse report provided somes ravenue
estinates.)
South na _annual Zouse Ways [~wtaces sales and {hcome tax Yor legislacive informacional purposes
Catolina statute & Means TE estizatas only. .
Comnittae ~description af T%
~husis f0r estimate
Washingzon 1983 1984 dianaial | Department [~zll state TE estimates & Tha Deparcaent of Revenus subwits TZ bud-
of those ravenuss of local get to the legislature. Zvery 4 vears the
Ravenus gov't collectad by stata govearnor {a requested to submit recommen—
: ~legal citation & yr enactad| dacions to the legislazure "with respecec . ’
-purpose of TY to the rapaal or aocdiffcation of any TE.
~i{dancifying taxpayers that The Ways & Means Committee of each house
benefit from T2 & the appropriats standing cowts of easch.
—vhether TEZ conflicts with | house shall hold public hearings & caka
other state programs sppropriate action on the reccomendations
substtzed by tha governor.®
Wisconsin 1973 1973 biancial Deparruant [-all scazte TT escizatas Governor submits TY repocrt as pare of che
of ~legal citations proposed bisnnial dudget. The Joilnt Surtvey
Lavenue ~policy purpose of TZ Committee on Tax IZxemptian has oversight.
~indicators of effectiveness| (Mote: Depart. of Rev. has noct complled
in achiaving such purposas with requirements to pressat policy pur—
~description of TL posas & indicators of effsctiveness be-
cause “thers appears o de no objective
way of astadliahing tha lagislacive in-
tant in crescing soecifie tax provisions.”
NOTZ: A tax expenditurs (T%) s definad as revenue foragone because of special tax exenptioms, deductions, exclusions,

A tax expenditure report compiles a liat of tax expendituces

that ex{sts la.a 3tacte tax code, generally including the revenus foragone for esch Zax putlnnc--

Source:

fiscal officars.

that would be paid to local units of gov-
ernment if statutorily exempt property
were taxed at current rates. The esti-
mates are based on the local valuation of
exempt property Wthh is required every
six years.

Advisocy Commission on Intergovernmental Ralations scaf?

coupilacionn based on survey of scate and legtalacive

penditures in their tax code, but once again
the numbers vary considerably among
states. In California’s case, the number of
tax expenditures is comparatively low
(only 73) because only those tax expen-

ditures with revenue losses over $§1 mil-
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HB e
DATE OF
DATE FIRST FREQUENCY PREPARED MAJOR FEATURES
STATE ADOPTED REPORT  OF REPORT BY OF REPORT LEGISLATIVE PROCESS
srizons 1981 1982 annual Department |-all state TE estimates The Department of Revenue submits the
of -description of TE TE report to the governor and legls- ﬁ.ﬁ
Revenue lature on or before Nov. 15 each year.
(NOTE: Due to funding lim{tations, only
one report has been prepared on revenuye
losses from individual income TE.)
california 1971 FY76 annual Department |-"major identiftable” state | The governor submits the TE report as part
of & local TE estimates of the proposed budget. During the 1984,
Finance -recommendations by governor| session, the leglslature changed the fre~
on modification of of the report from biennial to annual.
selected TE
- historical information 1
qawail no 1982 annual Depart of |-state TE estimates where The governor submits 8 limited TE report ‘
statute Budget & figures are readily with the proposed budget for informational
Finance & available purposes. (Currently studying issue; will
Depart of |-1listing of state TE consider legislation in 1986.) .
Taxation
touigsiana 1982 FY83 annual Department |-all state TE estimates The Secretary of the Department of Revenue
of Revenue [~-legal citation and Taxation submits a TE budget to the
& Taxation |-purpose of TE governor and legislature for informational
-assessment of the success purposes.
of each TE
-whether TE is fiscally
effective
-unintended or inadverent
effects of TE
-whether TE simplifies or
complicates tax code
Maine 1981 1983 biennial | Exec Budget|-all state TE estimates The governor submits TE report as part of %
Ofc & ~-legal citation the proposed budget.
Depart of
Taxation ;
Maryland 1975 FY77 annual Executive |-all state TE estimates & The governor submits the TE budget to the
Budget those revenues of local presiding offi{cers of the legislature & is
Office gov't collected by state available for review to all legislatora.
-purpose of Tt i & TE sume=ary {s Included {n the Budget in
~taxpayers & organlzations i Brief. The povernor tghall subzit recox-
thet berefit frow exexption, mendaticrns with respect to the repeal or
-whether TE conflicts with azeadzent of any exezption.
another state progranm
Massachu- 1983 1984 annual Department [-all state income & sales The Department of Revenue subzits TE re-
setts of TE estimates port to executive branch secretari:te, the
Revenue -description of TE deputy comm of capital planning, & all
statutory offfcers on or Sefcre DNec, 1S
each year to "assist each agcncy in its ¥
budget preparations”™ and to the Ways and i
Means Comtes & Joint Taxation Comte for
informational purposes.
Michigan 1979 1980 annual Executive [-all state and locsl TE The governor, with the annual budget mes-—
Budget estinmates sage to the legislature, reports the tax
Office -description of TE expenditure {tems as an appendix to the
and -number of claimants budget. However, the tax expenditure
Departaent appendix has always followed the budget
of Treasury by 3-4 months. Also, the House Taxation
Commjittee formed s Tax Expenditure Sub-
committee {n 1983 which is responsible
for formally reviewing current and pro-
posed tax expenditures.

(continued on next page)

U.S. Advisory Commission on Intergovernmental Relations
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Advantages of Employer-Sponsored Day Care Frograms

I. There are two basic types of employer-sponsored day care services: (1)
responsibility-programs, and (2) employer assistance programs.

employer -

Under an employer-responsibility program the employer develops and operates a day care

facility for the benefit of the employees.

Under an employer-assistance program the employer provides a counselor or a coordina-
tor to aid in selecting the appropriate type of center for the employee needs.

II. EMPLOYER-RESPONSIBILITY PROGCRAM *

Enplover Benefits

1. Increased Productivity.
2. Declining levels of alsenteeism.
3. Decreased rates of employee turnover.

4, Shortened maternity leaves.

5. TImproved employece attitude.

6. Enhanced success in erployee recruitrent.
7. Twmproved employer-cuiplovee relations.

8. Tax consequences:

(a) Investment credit uas eligible capital
outlay.

(b) Annual depreclation or recovery of capital
expenditure over a period of time.

(c) Annual operating costs are deductitle as
business expenses.

III. EMPLOYER ASSISTANCE PROGRAM

Items 1-7 remain true for this program
€. Tax Consequences:
(a) Annual cperating costs qualify as bus-

iness expenses and are deductible in the year
of payment.

*

Could include cuplover purchaced ehild care slots.

Employee Benefits

1. Reduction of child care problems.
2. Conveniently located care facility.
3. Service provided at a reduced cost.

4. Limited loss of income because of
family responsibilit{es.

5. Improve work-family relations.

6. Expanded benefits to a candidate for
employment.

7. Improvement of morale and productivi- -
ty.

8. Tax consequences:
(a) The value of the child care services
provided by emplover must be included
in the employee's gross income as fringe
berefits. However, the ecplovee can
exclude this amount., Thus, the benefit
is not subject to tax.
(b) The employee's share of child care
expenses may qualify for:

1) Federal credit; and

2) Montana itemized deduction,

Items 1-7 remain true for this program

B. Tax consequences:
(a) The emplovee's share of child care
exrenses may qualify for a:

1) Federal credit; and

2) Mortana iterxized deduction.
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- Advantages of Employer-Sponsored Day Care Frograms

%ii There are two basic types of employer-sponsored day care services: (1) employer
responsibility-programs, and (2) employer assistance programs, '
Under an employer-responsibility program the employer develops and operates a day care

facility for the benefit of the employees.

r Under an employer-assistance program tte employer provides a counselor or a coordina-
W tor to ald in selecting the appropriate type of center for the employee needs.

II. EMPLOYER-RESPONSIBILITY PROGRAM *

a'
Enplover Benefits

1. Increased Productivity.
2, Declining levels of absenteeism.
Decreased rates of employee turnover.

4, Shortened maternity leaves.

5. Improved employce attitude.

. Enhanced success in erplovee recruitrent.
Tmproved employer-ewployvee relations,

;i 8. Tax consequences:
(a) Investment credit as eligible capital
cutlay.

W (b) Annual depreciation or recovery of capital
expenditure over a period of time.

- (c) Annual operating costs are decductitle as

@ business expenses,

I1I. EMPLOYER ASSISTANCE PROGRAM

W Items 1-7 remain true for this program

. 8. Tax Consequences:

a (2) Annual operating ccsts qualify as bus-
Iness expenses and are deductible in the year
of payment.

Employee Benefits

l. Reduction of child care problems.
2, Conveniently located care facility.
3. Service provided at a reduced cost.

4, Limited loss of income because of
family responsibilities.

5. Improve work-family relations.

6. FExpanded benefits to a candidate for
employment.

7. Improvement of morale and productivi-
t)v.

8. Tax consequences:
(a) The value of the child care services
provided by emplover must be included
in the employee's gross income as fringe
berefits. However, the ecplovee can
exclude this amount. Thus, the henefit
is not subject to tax.
(b) The employee's share of child care
expenses may qualify for:

1) Federal credit; and

2) Montana {temized deduction.

Items 1-7 remain true for this program

8. Tax consequences:
(a) The enmplovee's share of child care
expenses may qgualify for a:

1) Federal credit; and

2) Mortana {temized deduction.

* Could include vmplover purchased child care slots, -
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employer
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facility for the benefit of the employees.

Under an employer-assistance program thte employer provides a counselor or a coordina-
tor to aid in selecting the appropriate type of center for the employee needs.

1I. EMPLOYER-RESPONSIBILITY PROGRAM *

Emplover Benefits

1. Increased Productivity.
2. Declining levels of alLsenteeism.
3. Decreased rates of employee turnover.

4, Shortened maternity leaves.

S. Improved employee attitude.

6. Enhanced success in emplovee recruitrent.
7. Tmproved employer-c¢nployee relations.

B. Tax consequences:

(a) Investment credit us eligible capital
outlay.

(b) Annual depreciation or recovery of capital
expenditure cver a period of time.

(c) Annual operating costs are deductitle as
business expenses.

111, EMPLOYER ASSISTANCE PROGRAM

Items 1=7 remain true for this program
8. Tax Consequences:
(a) Annual operating ccsts qualify as bus-

iness expenses and are deductible in the year
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Advantages of Employer-Sponsored Dav Care Frograms

~ I. There are two basic types of employer-sponsored day care services: (1) employer
w responsibility-programs, and (2) employer assistance programs.

Under an employer-responsibility program the employer develops and operates a day care

facility for the benefit of the employees.

Under an employer-assistance program tte employer provides a counselor or a coordina-
tor to aid in selecting the appropriate type of center for the employee needs.

1. EMPLOYER-RESPONSIBILITY PROGRAM *

Emplover Benefits

igl. Increased Procductivity,
2., Declining levels of alsenteeism.
3. Decreased rates of employee turnover.

4, Shortened maternity leaves.

5. TImproved employee attitude.

6. Enhanced success in erployee recruitrent.
. Tmproved employer-euiployee relations.

@ 8, Tax consequences:

(a) Investment credit as eligible capital
outlay,

%) Annual depreciation or recovery of capital
. Wxpenditure over a period of time.

(c) Annual operating costs are deductitle as
*™ business expenses,

8.

Employee Benefits

Reduction of child care problems.
Conveniently located care facility.
Service provided at a reduced cost.

Limited loss of income because of
family responsibilities.

Improve work-family relations.

Expanded benefits to a candidate for
employment.

Inprovement of morale and productivi-
ty.

Tax consequences:

(a) The value of the child care services
provided by emplover must be included

in the employee's gross income as fringe
berefits. However, the ecplovee can
exclude this amount. Thus, the benefit
is not subject to tax.

(b) The employee's share of child care
expenses may qualify for:

1) Federal credit; and
2) Montana itemized deduction.



AMENDMENTS TO H.B. 102 (Introduced bill)

1. Title, line 6.
Strike: "8,001"
Insert: "42,001"

3/ Title, line 7.
Following: "FOR" '
Insert: "CHEMICAL AND NON-CHEMICAL"

‘/2’. Page 2, line 10.
Strike: "8,001"
Insert: "42,001"

S & page 2, line 20.
Following: ‘"proceeds."
Strike: "Proceeds" :
Insert: "Three percent of the proceeds"”

6 #. Page 2, line 21.
Following: "[section 1]"

Insert: "may be retained by the county treasurer for costs
of collection. The remainder"

7. Page 2, line 23.
Following: "(3)."
Insert: "Twenty-five percent of the money deposited in the
special revenue fund under this section must be used for

research and development of non-chemical methods of weed
management."



Amendments to HB 102 (Introduced Bill)

- AN, Title, line 7.

(end). 7

Following: “MANAGEMENT;"
Insert: "REVISING THE PERMITTED USE OF NOXIOUS WEED MANAGEMENT
FUNDS; AMENDING SECTION 80-7-814, MCA;"

™. Page 2.
Following: 1line 23.
Insert: "Section 3. Section 80-7-814, MCA, is amended to read:

"80-7-814. Administration and expenditure of funds.
(1) Money deposited in the noxious weed management trust
fund may not be committed or expended until the principal
reaches $2,500,000, except as provided by 80-7-815 in case
of a noxious weed emergency. Once this amount is
accumulated, any interest or revenue generated by the trust
fund and by other funding measures provided by this part
must be deposited in the special revenue fund and may be
expended for noxious weed management projects in accordance
with this section, so long as the principal of the trust

. fund remains at least $2,500,000.

(2) The department may expend funds under this section
through grants or contracts to communities, weed control
districts, or other entities it considers appropriate for
noxious weed management projects. A project is eligible to
receive funds only if the county in which the project occurs
has funded its own weed management program with a levy in an
amount not less than 1.6 mills or an equivalent amount from
another source.

(3) The department may expend funds without the
restrictions specified in subsection (2) for the following:

(a) employment of a new and innovative noxious weed
management project or the development, implementation, or
demonstration of any noxious weed management project that
may be proposed, implemented, or established by local,
state, or national organizations, whether public or private.
Such expenditures must be on a cost-share basis with such
organizations.

(b) cost-share noxious weed management programs with
local weed control districts;

(c) special grants to local weed control districts to
eradicate or contain significant noxious weeds newly
introduced into the county. These grants may be issued
without matching funds from the district.

(d) costs of collecting the surcharge imposed by
80-7-812, not to exceed 3% of the total surcharge proceeds;
and

(e) administrative expenses incurred by the noxious
weed management advisory councils; and

(£) any project recommended by the noxious weed
management advisory committee, 1f the department determines
the project will significantly contribute to the management
of noxious weeds within the state.




(4) In making such expenditures, the department must
give preference to weed control districts and community
groups.

(5) If the noxious weed management trust fund is
terminated by law, the money in the fund must be divided
between all counties according to rules adopted by the
department for that purpose. ""

Renumber: subsequent sections

7034a/L:JEA\WP:jj
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Division of Motor Vehicles

Up to 42,000
55,000 additional vehicles-
27,500-
All vehicles over 42,000 - 5,000.
2,500.
Bill 345,000

27,500

372,500

2,500
375,000
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AMENDMENT TO HOUSE BILL 102 EXHIBIT
AT

Page 2, line 20. T e

Following: "of proceeds."

Insert: "(1)"

Page 2, line 22.
Following: "fund"
Strike: M"and must be expended"

Page 2, line 23.
Following: 1line 23 :
Insert: "(2) Fees collected under [section 1] shall be used
only by grantees for the purchase of herbicides, spraying
equipment or liability insurance, for operation and maintenance
of spraying equipment, or for the salaries and benefits of
actual weed spraying field personnel. ©No money shall be use
for administrative expenses of the program by the state, county,
weed district, or other entity.

(3) These fees shall be kept separate and distinct by the
department of agriculture within the special revenue fund for
accountability purposes." '
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Mr. Chairman and members of the committee, for the record my

I 'm speaking on behalf of the Montana Farm Bureau Federation. The
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name is Alan Eck.

agriculture land

owmers have paid a disproportionate share of the taxes in Montana for many years.

This bill would treat all consumers equally,and farmers and ranchers as consumers

would pay their share. Considering the economic situation in the ag industry at this

time and the message sent by the voters with I-105 and CI-27 we believe this bill is

imperative. We would appreciate a "do pass" recommendation on HB-156. Thank you.

SIGNED: /}Q&M\, &/}é

—=== FARMERS AND RANCHERS UNITED =——
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Mr. Chairman and members of the committee, for the record my name is Alan Eck.

I'm a staff member for the Montana Farm Bureau. We support the passage of HB-260.

Thank You.

SIGNED: M@p (.,:,A

—== FARMERS AND RANCHERS UNITED =—=—
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