MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

April 11, 1987

The sixty-third meeting of the Senate Taxation Committee
was called to order at 8:00 A.M. on April 11, 1987 by
Chairman George McCallum in Room 413/415 of the Capitol
Building.

ROLL CALL: All committee members were present.

CONSIDERATION OF HB 436: Representative Ramirez, House
District 87, presented this bill to the committee. He
said this is a bill that would require the Department

to do a sales assessment ratio study for real property
every year and then adjust the appraised values of all
real property in the state on am annual basis based

upon the sales assessment ratio study. The bill

divides the state into different areas where the property
is likely to go up or down. The sales assessment study
would be done through realty transfer certificates. If
they didn't have realty transfer certificates they would
do actual appraisals or maybe contract out appraisals.
What is more than likely to happen in the first adjust-
ment period is that everything is likely to go down.

We need to think what the impact would be and perhaps
what we would need to do to compensate for that. 1In
1988 we would do the sales assessment study and the
adjustment would come in 1989. If we made the adjust-
ment every year, we may not have to adjust the taxable
rate at all. ’

PROPONENTS: John LaFaver, Department of Revenue, gave
testimony in support of this bill. There have been a
number of vehicles in that would attempt to deal with this
subject. Probably the most serious problem of property
reappraisal is that it comes so seldom that no matter if
values are changing, even moderately, over a period of
years you will have a substantial change in values that
can impact an individual taxpayer and counties and cities.
If, on the other hand, you employ a mechanism similar to
this bill, those changes are made in small increments
every year and the changes are not felt so heavily. This
bill is probably the most workable of the alternatives
that have been presented.

OPPONENTS: None.
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QUESTIONS FROM THE COMMITTEE: Senator Eck asked John
LaFaver for a simple explanation of the process.

John LaFaver said you would do what is essentially done
now. You would appraise one-fifth of the parcels and
based on the answers that you receive from the appraisal,
you would change the appraised value on everyone.

Senator McCallum said you would do this every year
during the five year cycle.

John LaFaver said the appraisal would be done on different
pieces of property each year so that at the end of the five
years you would have done a specific reappraisal on each
parcel. The first time this happens, unless the values
turn around, there will likely be a lowering of appraised
values and there is nothing to offset that.

Senator Eck asked what happened* to Senator Boylan's
bill.

Representative Ramirez said it was tableds« The committee
felt this bill would do the same thing in some ways.

Senator Eck said this would not be done until the tax
year 1989.

Representative Ramirez said you have to make a comparison
so you are working with 3 years. You would take 1987

as the base year, do the sales assessment study in 1988
and get the percentage of change and apply that percentage
in 1989.

Senator Lybeck said you haven't signed the fiscal note.

Representative Ramirez said it is my policy to never
sign the fiscal note. This one is actually wrong
because this is the original note and we have reduced
this substantially with amendments in the House. It
would be something closer to $300,000 a year.

Senator Crippen would like to comment about the decrease
that might happen. This will affect land and land is
the one that had the change in values. On the other
hand there doesn't seem to be concern for the tremendous
increase that we have experienced in the appraisal cycle
from 1985 to 1986. There is nothing to offset this.

Representative Ramirez said there will be an impact on
more than just land. He thinks the appraised values of
homes is down 15% to 20%.
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Senator Crippen said if you are going to do this for
1988, that gives us another year. We may have economy
that will bring that up, maybe the decrease won't be
so drastic.

Representative Ramirez closed by stating it is extremely
important to try to do something to get real property
adjusted annually. This would help alleviate the problems
we have had with the reappraisal process.

CONSIDERATION OF HB 8l16: Representative Asay, House
District 27, presented this bill to the committee. This
bill is an attempt to devise a system or method for the
Department of Revenue to assess industries that deal with
agriculture products that have closed down and are presently
not operating. The original form of the bill provided a
formula that didn't work and the fiscal note is in relation
to the original language. This gives the Department of
Revenue the authority to assess the value of this property
in a manner that would be consistent with the fact that

the operation is producing no income. To do that the
language that applies to the new and expanding industries
was broadened to include industries that have changed

hands in an arm's-length transaction. This deals with

an industry that is down with the hope of trying to
encourage it to revive.

PROPONENTS: None.

OPPONENTS: None.

QUESTIONS FROM THE COMMITTEE: Senator Hirsch asked
Representative Asay why would we want to put in

(ITI) on page 1, line 25, the original owner may want
to start it up again and why wouldn't we want to treat
them the same.

Representative Asay said under that definition they can
if they have been closed down for 12 months.

Senator Mazurek said a plant that has been out of
production for 12 months will automatically get a
25% reduction in their assessed value each year they
are out of production. He asked Representative Asay
why the mandatory 25% reduction.

Representative Asay said primarily because it is non-
producing property and to try to encourage that the
equipment be left in place and to possibly go back
into production in the near future.
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Senator Mazurek said what if they were shutdown for 12
months for an upgrade. If they shutdown for upgrade for
12 months will they automatically get a 25% reduction.

Representative Asay said he hadn't thought of that
possibility. The idea was that they would be closed down
because they were not able to operate.

Senator Lybeck asked how many farmers, property values,
would be affected by this bill.

Representative Asay said he hasn't really looked at
that although Western Sugar would be one.

Senator Lybeck asked John LaFaver if he would have any
idea of the magnitude of this bill.

John LaFaver said it depends what happens in the future.
We don't have a count of the number of farms, as of
today, that have been out of production for a year.

Senator Eck said it is important to limit this to
agriculture and timber products.

Senator Mazurek said doesn't this trigger back into the
sections amended in HB 7009.

Senator Eck said in this bill it would be the Department
of Revenue and in HB 709 the county commissioner would
decide whether to give this break.

Representative Asay closed.

The meeting recessed at 9:00 A.M. and reconvened at
1:40 P.M. All committee members were present.

DISPOSITION OF HB 776: Senator Gage furnished the
committee with a list of amendments to HB 776 with an
attached explanation of the amendments, attached as Exhibit

Senator Eck made a motion to adopt all of the amendments
that are required because of a change of date from
January to April, amendments numbers 1, 5, 8 and 12.

Senator Neuman said if you adopt amendment number 5
won't you make this reduction permanent.

Senator Gage said that deals with new production. If you
give your notice that you will produce before July 1, 1991,
then you would be qualified for the 24 months exemption.
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Senator Eck made a motion to amend her original motion
to strike the language "of completion™ on lines 2 and 3
of page 10, so that the language would read "provided
notificaton was made on March 31, 1987 and before July 1,
1991".

Senator Neuman said he thought we were going to do this
for two years. From March, 1987 to July, 1991 is more
than two years.

Senator Gage said the original bill gave a two year
exemption but did not give a two year period to qualify
for that exemption. Any well drilled after March 31,
1987 qualifies for a two year &xemption from the
severance tax. The House said you will get the two
year exemption but only if you drill that well before
March 31, 1987 and July 1, 1991. It is still only two
years. )

The motion carried with Senators Hirsch and Halligan
opposed.

s

Senator Bishop made a motion that the committee adopt
amendment #2. The motion carried.

Senator Hirsch made a motion that amendment #3 DO NOT
PASS. He 1is opposed to exempting the next 5 barrels

by putting that sunset provision in. He is willing to
exempt the first 5 barrels but not the second 5 barrels.

Senator Gage said if you put this sunset in, the first
5 will not be exempt, they will be paying 3%. After
March 31st all of the 0il on wells producing less than
10 barrels but more than 5 barrels will be paying 3%
with this amendment.

Senator Hirsch made a substitute motion that amendment
#3 DO PASS.

Senator Gage said with amendment #2 adopted, the bill
says a well that is producing less than 10 barrels of
0il will pay no severance tax on the first 5 barrels

they produce and 3% on anything above 5 barrels.

Senator Severson said where is the breaking point to
give an incentive to keep them stripping or pumping
longer. Whatever it takes to give that incentive to
the point where it becomes uneconomic to keep them
pumping that little bit longer. That is what we want
to achieve.
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Senator Gage said given today's price and today's
cost and the average stripper well in the state of
Montana, it is projected that you can extend the life
of a stripper well by giving a 5% break.

Senator Severson asked if the 5 barrels is the level
where you can give an incentive.

Senator Gage said generally these wells are either
below 5 barrels or above 10 barrels. There are not
a lot between 5 and 10 barrels.

Senator Brown asked Senator Gage if he had the fiscal
impact for the amendments propesed.

Senator Gage said it is a question of whether you want
to exempt the first 5 barrels or not. The House amend-
ments completely negate the fiscal note.

Senator Brown said if he reads this fiscal note correctly,
it appears the impact would be something in the order
of $7.5 million over the biennium. -

Senator Gage said this bill does take stripper wells
off of the tax rolls.

Senator Mazurek asked if there was some reason why we
could not look at this in 1989.

Senator Gage said we could look at this in 1989 and
that is a good thought.

Senator Halligan said the Governor's proposal was not
acceptable to the industry people. No one understands
what is going on with this bill.

Senator Gage said the Governor's bill did not give
any incentives to get people to invest dollars in the
0il and gas business in Montana.

Senator Mazurek said if you want to look at this in 1989
that would mean adopting amendment #3.

Senator Hirsch's motion carried to adopt amendment #3.

Senator Halligan would move amendment #4. The motion
carried with Senators Hirsch and Neuman opposed and
Senator Crippen absent at the time of this vote.

Senator Mazurek made a motion that amendment #6 be
adopted. The motion carried with Senator Neuman opposed
and Senator Crippen absent.
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Senator Mazurek made a motion to adopt amendment #7.
The motion carried.

Senator Gage said amendments 9 and 10 go together and
strike that whole area in the bill. Those sections are
coordination instruction.

Senator Mazurek said if SB 66 is signed by the Governor,
how does this affect that.

Senator Gage said if this bill goes through, SB 66 just
dealt with the definition of new production, which is
also in this bill. He suggested that amendments
numbered 9, 10 and 11 be left and if they are needed

he can propose them on the Senate floor.

Senator Gage said if the committee does not want *o
adopt amendment #13 then they should consider the
amendment at the bottom of his explanation, amendment
numbered 14.

Senator Halligan would move that amendment number 14
be adopted. The motion carried.

Senator Bishop made a motion that HB 776 BE CONCURRED IN
AS AMENDED. The motion carried 7-5, see attached roll
call vote.

Senator Lybeck asked if it was possible to get a fiscal
note on this with the action that was taken today.

Senator Gage said there is less fiscal impact with the
bill as amended than with the original fiscal note.

DISPOSITION OF HB 436: Senator Mazurek made a motion
that HB 436 BE CONCURRED IN. The motion carried.

DISPOSITION OF HB 906: Senator Eck would move that the
bill be adopted as is, with the formula dollar-for-dollar,
but on the second year that we start moving into the
formula that is provided in SB 395.

Senator Hirsch said it really doesn't make any difference.
If the sales tax is approved and goes into effect, the
legislature will meet once more to change that formula.

Senator Eck withdrew her motion.

Senator Mazurek said we are required to make a specific
response to I-105 and that needs to be put in this bill.
He would move the whereas clauses that were put into
SB 310 in response to I-105 be inserted into HB 906.
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Jim Lear said he could prepare the language.
Senator Mazurek said the language would say we are

offering these whereas clauses in response to I-105.
The motion carried.

Senator Mazurek made a motion to amend HB 906 by
inserting on line 12 an appropriation to the Department
of Revenue of $3.6 million for FY 89. The motion
carried.

Senator Mazurek made a motion that HB 906 BE CONCURRED
IN AS AMENDED. The motion carried with Senators Bishop
and Neuman opposed.

DISPOSITION OF HB 782: Senator Crippen made a motion
to take HB 782 off the table. The motion carried.

Senator Crippen made a motion to strip the portion of the bill
pertaining to a local option income tax. The motion
carried 8-4, see attached roll call vote.

Senator Neuman asked if it would make sense to put a
clause in that says if this municipality adopted this

%

%
%
%
|

g
then the resort tax will be repealed. ﬁ.’

Senator Eck said they both require a vote of the people.
Senator Neuman said you could have a county wide local
option tax and a city resort tax in some portion of the
county.

Senator Brown asked if this bill mandates that 502 of
the property tax has to go to property tax reduction.

Senator Halligan said that is not in this bill.

Senator Brown said this might not do anything for property
tax. .

Senator Halligan said it is a revenue raiser.
Alec Hansen said this bill does not require property
tax relief. He has no objection to putting a minimum

amount in for property tax relief.

Senator Brown would so move, that if a local option tax
is adopted that 50% will go into property tax relief.

Senator Halligan is opposed to the motion. He thinks

they should have flexibility. \i
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Senator Crippen said if HB 377 does pass, then this
becomes 1%. If HB 377 does pass, he would agree with
Senator Halligan, at that point in time you would not
want that 1% subject to property tax relief.

Senator Brown withdrew his motion.

Senator McCallum said we can pass this and he could
have some amendments drafted to present on the Senate
floor.

Senator Eck made a motion that HB 782 BE CONCURRED IN
AS AMENDED.

The motion carried with Senators Neuman, Bishop, Lybeck,
Brown and Severson opposed.

DISPOSITION OF HB 743: Jim Lear said the committee put

on Senator Eck's motion to go td6 18 months for the
redemption period on property that would not be home-
stead property and he proposed the coordination instruc-
tions as requested by Senator Eck and attached as Exhibit
in relation to SB 162. He reviewed the amendmentswith
the committee.

Senator Mazurek made a motion that the committee adopt
the amendments. The motion carried.

Senator Eck made a motion that HB 743 BE CONCURRED IN
AS AMENDED. The motion carried with Senators McCallum
and Neuman opposed.

DISPOSITION OF HB 8l16: Senator Mazurek has difficulty
with the first part of the bill where the Department
shall reduce the assessed value by 25% a year for each
year the plant is out of production. If you hold it

for a year and do not produce for a year, the property
tax drops.

Senator Crippen asked what this was in response to.
Senator McCallum said to Great Western Sugar.
Senator Halligan would move that HB 816 BE TABLED.

Senator Crippen asked how he would handle the problem
that led to the introduction of this bill.

Senator Halligan said the bill only deals with agriculture
and timberland. What is wrong with allowing this for
mining and manufacturing as well.
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Senator Lybeck said we had a sawmill and lumber plant

in the Flathead and because of the situation with the
taxes, when they shut it down they immediately went in
and liquidated the two buildings and everything else they
had there. With this bill in place, there might have
been a possibility they would have stayed on.

A roll call vote was taken on Senator Halligan motion
to table and the motion failed 3-9, see attached.

Senator Mazurek said his intent would be to leave
section 1 as is and then to make them eligible for

the treatment given in HB 709 so that the local govern-
ment has to approve it. On HB-709 that credit is for
new and expanding industry and he would rather have the
provisions of that bill apply to this.

Senator Crippen is in favor of doing what Senator
Mazurek suggests. He wants to 4pply the language that
pertains to local people from HB 709 so that it is
consistent with the provisions of HB 709.

-’
Senator Halligan said that is the same amendment
Senator Keating proposed on the floor on foreclosure
and bankruptcy.

Senator Mazurek said to strike everything except
subsection 3 and tie it into the section in HB 709.

Jim Lear said if there seems to be a consensus to go

along with Senator Mazurek's suggestion, that the committee
adopt the concept and he will work with Senator Mazurek

for the proper language for the standing committee report.

Senator Mazurek said all he is trying to do is have the
committee adopt an amendment, that was addressed on the
Senate floor, and do that as a compromise instead of
adopting a new class of property. Senator Mazurek
would so move. The motion carried.

Senator Halligan would move that HB 816 BE CONCURRED IN
AS AMENDED. The motion carried.

FURTHER CONSIDERATON OF HB 904: Senator Brown said
there are some things that are up in the air that he
would need to know more about before he would feel
comfortable about making an agreement as per what
form HB 904 should take. We nea:d to know how much
revenue would be generated by tax returns with 4-6-8
rates and a 10% surcharge and the total that would be
needed out of the education trust fund, if that would
be necessary, to balance the budget as per HB 2 in
Finance and Claims. By Monday morning we should be
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able to know what the deficit is and the figures on

the 4-6-8 rate with a surcharge and how much educational
trust would be needed to balance the budget and the same
information for 3-5-7 and for the existing law tax rates.
Until we know those figures it would be difficult to
make a decision on HB 904.

Senator Crippen said he knows there is a difference
between his and LFA's.

Senator McCallum is not in favor of moving HB 904 until
we know where we are.

Senator Neuman said we know pretty close. The conference
committee can make some sort of adjustment, within a
percent or so.

Senator Mazurek said one of the obvious concerns is

that we have bumped ourselves up against a time concern.
At 8 o'clock Monday morning we start hearing the budget
bill.

Senator McCallum said it is simply illogical to figure
any money into the budget from a sales tax.

Dave Hunter said the question was how does 4-6-8 and 3-5-7
compare in terms of a surtax. 4-6-8 with no surcharge
raises just about the same amount of revenue as 3-5-7

with a 20% surcharge, or current law with no surcharge.

If you take HJR 41, and HB 2 with the numbers that came
our of Finance and Claims an hour ago and assume everything
that is in the legislature in the current form passes
except the sales tax, then you need HB 904 with a 10%
surcharge and $40 million from the education trust to
balance the budget and to have a $20 million ending fund
balance. With the rates of 3-5-7 you need a 30% surcharge.

Senator McCallum said we are dealing with more than HB 2.
Dave Hunter furnished the committee with a fiscal

status dated April 6, 1987 and information on the rates,
attached as Exhibit 3.

Senator Crippen said you have made some assumptions
assuming all of the bills listed in Exhibit 3 pass.

What about HB 880, does he know where that is.

Dave Hunter said HB 880 passed Finance and Claims with
no opposition from insurance companies.

Senator Crippen said what about SB 200.
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Dave Hunter said SB 200 passed out of the House Taxation
Committee and will be heard on the House floor Monday.

Senator Brown asked if this provided 0-0 for the
foundation program.

Dave Hunter said his figures would include 0-0 for
the foundation program.

Senator Brown asked if the revenue generated on the
existing tax rates with a 10% surcharge would be
identical to 4-6-8.

Dave Hunter said within a few million dollars.

Senator Crippen said if we adopt 3-5-7 you don't
necessarily need a 30% surtax the first year, that
would depend on how much you invade the educational
trust fund.

Dave Hunter said with the 3-5-7 you need a 30% surcharge
and $30 million. If you just went the surcharge route
you would need another 15% in round figures.

Senator Crippen asked how come the LFA only needed a
22% surcharge with SB 307 and they didn't invade the
educational trust fund.

Dave Hunter said he was never given a copy of the
LFA report, but he would suspect they haven't broken
the years apart.

Senator Crippen said if their figures are correct,
could a substantial amount of the second year of the
biennium from the sales tax be used for the first
year.

Dave Hunter said it is a cash flow problem. If we
could figure out how to get the revenue back into 1988
you could make it work.

Senator Hirsch asked if you went all educational trust
fund into the year 1988 to balance the budget then what
is the surcharge in 1988.

Dave Hunter-you would need all of the educational trust
to meet cash flow in 1988. With $50 million left in the
educational trust, if you went 3-5-7 you would need

$88 million so you still would not have enough.

Senator Crippen said with 3-5-7 and no sales tax, for
the first year to balance the budget you could take
$30 million out of the education trust fund and you
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would need a 16% surcharge.

Dave Hunter said if you take it all then you still need
$13 million, which would be a 6% or 7% surtax. This is
assuming a sales tax.

Senator Crippen said then if you had 3-5-7 with no sales
tax and no money from the education trust fund, what

are you looking at in 1989 for a surtax to balance the
budget.

Dave Hunter said 30% without a sales tax and with all the
other bills you have passed.

Senator Crippen said with the 3~5-7 a lot depends on the
sales tax. If you don't get a sales tax you would be
looking at a 30% surtax. If we went 3-5-7 we would

have to explain to the people who vote in June that

if they did not approve the sales tax they would be
looking at a 30% surtax. If they did pass a sales tax
then we would be back in good shape in 1989 and there
would be a 15% surtax on to pay money back into the
education trust fund.

Senator Mazurek said if we don't get this bill acted on
today, it won't go on second reading until Tuesday.

Senator Crippen said if we met Monday morning and came
to some conclusion it wouldn't make any difference.

Senator Neuman would like to ask Senator Aklestad how
he feels about the question. Would he be willing to
suspend the rules on Monday if the committee meets and
comes to a conclusion on this bill to get it through
second and third reading.

Senator Aklestad said if it came out of committee,
whatever happened on the floor, if the votes were
there to pass it on second reading then the votes
would probably be there to pass it on third reading.

Senator Mazurek asked if he would recommend it to his
caucus. o

Senator Aklestad said he probably would.

Senator Brown said we need to focus on the other things
in the bill that need to be decided on besides the rates
and the surcharge.

Senator Crippen made a motion to adopt the capital gains
language that was amended into SB 307 that gives a 40%
exclusion for capital gains before December 31, 1986.
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This would be worth about $1 million over the biennium.
The motion carried with Senators Halligan, Lybeck,
Mazurek and Neuman opposed.

Senator Neuman said his first motion would be to adopt

the amendments attached as Exhibit 4, and his substitute
motion would be to give the Governor the authority

to make the proper appropriation, with $96 million being
the maximum amount. The Governor would have the authority
to reduce the appropriation to the amount that is
necessary to fund the current schedules for the school
foundation program.

The motion carried.

A

Curt Nichols said in looking at the biennium without a
sales tax, there is a $47 million deficit, which is HB 2
as it stands and the other revenue legislation that is in
the pipe except for HB 377, HB 904 and SB 307. HB 904
as it currently reads, with a 3-5-7 rate, 10% surtax

and to leave $20 million in the general fund, you would
need to generate $96 million from the edugation trust
fund or the sales tax. With 4-6-8, a 10% surtax and

a $20 million balance in the general fund, you would
need $20 million from a sales tax or the educational
trust fund. Existing tax law is the same as 4-6-8.

Seantor Crippen said the estimates are very close.

ADJOURNMENT: The meeting adjourned at 6:57 p.m. to
meet again Monday morning, April 13 at 7:00 a.m.
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SENATOR GEORGE McCALLUM, Chairman
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" AMENDMENTS TO HB 776, THIRD READING COPY, PROPOSED BY SEN. GAGE.

/Z< Page %, line 10.
Strike: January''
Insert: '"April

4 X
/éi Page 6, line 21.
Following: ‘''crude oil"

"', after the first five barrels,"

Stizike: " and endifg c ~ 1989"

4} Page 10, line 2 and 3.
Strike: "of" on line 2 and '"completion' on line 3.

Insert:

5?‘ Page 10, lines 3 and 4.
Strike: '"December'" on line 3 through "1991"on line 4
Insert: '"March 31, 1987"

#6. Page 10, line 12.
Strike:. "THE NEXT"
Insert: 'Everything over"

7. Page 10, lines 20 through 24.
Following: '"any well' on line 20
Strike: '":" on line 20 through "(ii)'" on line 24

/8. Page 10, line 25.
Strike: '"'December 31, 1986"

Insert: ''March 31, 1987

v
9. Page 11
Strike: Lines 17 through 25 in their entirety
10. Page 12 o
Strike: Line 1 in its entirety
11, Page 12, line 2.
Strike: '"'(2)" ~
f12. Page 12, lines 7 and 8.
Strike: ''taxable'" on line 7 through "January'" on line 8
Insert: 'April"
13. Page 12, lines 14 through 18.
Strike: subsection (3) in its entirety.
v SENATE TAXATION

EXHIBIT NO. /
DATE___ % -1/~ 87

BiLNe__ [M.A. 774




SENATE TEXATION
“ | EXHIBIT No. !

Explanation of amendments: DAE ¥~/ -57

, BILL Np. .8 . 776
No. 1 - The Dept. of Revenue wants the bill to become effectl&EﬁKﬁrfg—br-LGS7.

L If it is effective Jan. 1, 1987 the tax returns for the lst quarter of
- this year will be filed before they have a chance to prepare new forms
~._for the taxpayers to use which will reflect the terms of this act. By
delaying the effective date, the Dept. will have time to get the new
___ _forms printed and distributed for the 2nd quarter and thus eliminate -
"the necessity of those who filed returns for the lst quarter having to
file amended returns on the new forms.

-

No. 2. - Sub (d) was amended into the bill in the House Taxation committee.

T 77 """The original intent of the bill was to exempt all production from a
stripper well from the 57 severance tax. If the committee wants to
“"put the bill back into the form of the original intent you would need
to strike all of sub(d). In order to clarify this amendment, assuming
7 ""that the committee does not strike sub (d), it is not clear whether th
intent of the House taxation committee was to exempt the first five
~ " barrels produced from a stripper well and then tax all production over:

5 barrels at 3% or not. This amendment does this. XKXHXXXEXHXINXHHKEX
T KEEXENREEXXHAKE XX XMHKERX I XX KRR XA XX KHE XEX X X XX N XX XX R X KKK -
AXEMX XXX HKX KHHKX KX KXERE XX NEL XK XREXE XX BN KX AKX KR HE K AR X KX X BE KR ARARK

No. 3 - The House taxation committee put a sunset date on the amendment that
- == -—-taxes the production over 5 barrels per day from stripper wells at 37%.
The original bill exempted all production from stripper wells on a
=+ =—- ---permenent basis, This amendment strikes the sunset date of March 31,
1989. 1If you have decided to strike sub (d) entirely, this amendment
g o - 1s not needed. : - .

“No. &4 - - Sub (2) on page 9 provides for a notice to be given to the department
of revenue regarding the production status of a well. It is not a
~ == ..completion notice and this amendment strikes '"of completion'. . Upon ...
intention to complete a well the owner sends a completion notice to th
--0il and gas board and this language is being taken out so that the __
owner does not have to notify the dept. of revenue that the well is
e .---.. being completed. . .. . . . .
Mo. 5 - Since the dept. of revenue wanted the act effective Apr. 1, 1987 it
is necessary to change the date of Dec. 31, 1986 to March 31, 1987.
.. The House on second reading put a sunset date of July 1, 1991 on this
part of the bill which exempts new 0il production from the severance
tax for the first 24 months of production. The original bill did not
have a sunset provision but made this 24 month exemption permanent for
any well drilled after the effective date of the act.

No. 6 - The original intent of the bill was to exempt all production from a ga
well that was producing 60,000 cubic feet per day or less, considered
the equivalent of a stripper voil well, from severance tax. If the
committee wants to go back to the original intent of the bill you will
have to strike all the capitalized language on lines 8 through 13 on
page 10. If the committee wants to go along with the House amendments
at least this amendment needs to be made as without it there is no

guidance as to what happens to the production after the first 60,000
~cubic feet.

9. 7 - This language is no longer necessary because to qualify for new product
the well must have been drilled or notice that the well is producing
given after March 31, 1987, there fore the well could not have been

producing during the previous 5 years,



No.

NO-

8 - This change is also necessary due to the change of the effectlve -

- of the act from Jan. 1, 1987 to April 1, 1987. - -mfw~~~';

9,-10, and 11 - This coordination language was put into the bill when -
LC 932 which is SB 383 was first drafted. Later SB 383 was redrafte

—--and no longer deals with stripper wells and the other items  talked o

as for coordination. These three amendments strike the parts of the

~coordination section which are no longer needed and leave the part . of}

the coordination section that is necessary.

¢

. ..by the department of revenue.

- This amendment changes the effective date to Abmll 1 1987 as reques{

No. 13 - If the committee wants to put the bill back into its original shape,

you will have to strike both sub (2) and sub (3) on page 12. This
~-bill is an attempt to put more incentive into trying to entice thos

..to be more competitive with our surrounding area for these drilling
dollars. The fact that the price of oil goes to 25.00 has nothing
_..do with this incentive as the price will have gone up~all over the

U.S. Sub (2) has to do with new production and 1f the committee fe§

" you do not have to do anything with this sub (2). h

" Testimony was given to you to the effect that’ by’ ellmlnatlng ‘the 5%
- severance tax, the stripper oil wells could be kept in productlon f

']

who invest in o0il and gas drilling ventures to invest in Montana and

"

an additional’ 7% years. This was basdd on a current price of abogia
K

15.00 at current costs. The fallacy of eliminating this tax brea

~ when the price gets to 30.00 is that the costs may have also” dscalat

equal to or in excess of the price lncrease This amendment does

IF

“"eliminate sub (3). ~ B N

“"In the event you do not "adopt this amendment;*then‘you*should'at“leaIE

consider one other amendment. As sub (3) now reads, when the price of
“oil gets to 30.00 sub (4) of 15-36-121 terminates. ~“This "is~the sub-
section which ﬁﬁXKXHXXXXKHXXKKXHXKKXXKKEKXWKXXXKNHXXKKKHHKKKXMKKKXKW'?

T AXHEAKKEIKXRAKXAHKX exempts the production from a stripper wéll which

produces 5 barrels or less per day from the severance tax. This 011
~would then be taxed at the full severance tax of 5%. -Still the oil-
from a stripper well producing more than 5 barrels a day would be pajﬁ?
- 3% per sub (d) on page 6. -1t does not make sense to assess the full -
5% severance tax on a well producing less than 5 barrels a day and o
- assess 37 on a well producing more than 5 barrels per day. To be atif™

least consistent the following amendment should be made 1f you keep
- sub (3) of section 7 in the bill: I .

_Page 12, line 14.

" LT Following . 1 3) 1 Tommm T T ’ T T T e o
B °  _Insert: "15-36-101 (1) (d) and" o o

_Page 12, line 15.

Strike: "TERMINATES" 7 SENATE TAXATION
__Insert: ''terminate’ _  _ - BN
pare___ = (/=87

L NI T

r
?
55‘



Bmend House Bill No. 743, 3rd Reading Copy

1. Page 15.

Following: 1line 25

Insert: "NEW SECTION. Section 14. Coordination
instruction. If Senate Bill No. 162, including repeal
of 15-18-101, 15-18-401, and 15-18-403, is passed and
approved, sections 6 and 7 of this act are void and
section 16 of Senate Bill No. 162, relating to time for
redemption, is amended as follows (3rd reading copy of
SB162):
1. Page 16, line 24.
Following: "later"
Insert: ", for homestead property or within 18 months

from the date of purchase for other property"

2, Page 16, line 25.
Foliowing: "26]"
Strike: ","

Insert: ": (a)"

3. Page 17.
Following: 1line 8
Insert: "(b) "homestead property" means:
(1) agricultural land meeting the criteria
set forth in 15-7-202; or
(ii)(A) a single-family dwelling or unit of a
multiple-unit dwelling that is property occupied
as a principal residence by an owner of any
interest in the dwelling, legal or equitable,
excluding a leasehold, tenancy, or similar inter-
est or a lien or encumbrance; and
(B) the lot, tract, or parcel of land upon
which the dwelling is located."
Renumber: subsequent sections

jhl/e:hb743am.txt (dw3)

SENATE TAXATION
EXHIBIT NO. 2

DATE. X —~r1/-87

BIL NO__ K- 8. 743




Office of Budget & Program Planning

Fiscal

Status

04/06/87

Beginning Balance 7/1/86

HJR 41 Revenues
HB 434 (Education Trust)

Funds Available

Disbursements

Ending Balance '

Appropriations <
Foundation Program

HB 434 Supplementals
Reversions

Total Disbursements

Fiscal Year 1987

Fiscal Year 88-39 .

Beginning Balance 7/1 4.898 0.000
HJR 41 Revenues 350.050 388.563
HB 2 Capital Land Grant 0.692 0.458
Total Available 355,640 389.021

Disbursements
HB 2 - House Action 354.922 357.035
Foundation Program (HJR 41)  52.259 41,937
Debt Service & TRANS 15.400 20.406
Reversions (6.500) (6.500)
Total Disbursements 416.081 412.878
. Projected Deficit (60.441) (23.857)

Bills Passed By Both Houses
*HB 021 21 Year Old Drinking Age 0.000 (0.233)
HB 039 Vo-Tech Transfer (0.727 (0.727)
*KB 136 Gas & Diesel Tax 0.830 1.982
HB 252 Coal Tax Reduction (0.1¢% (1.787)
HB 434 Supplemental (Lost Interest) (3.975) (3.979)
HB 512 Fee for Aircraft (0.205) (0.20%)
HB 583 PSC Tax 1.769 1.680
HB 611 -Indirect Costs - U. System (1.136) (1.135)
HB 623 Prevent Liquor Store Closure (0.104) (0.372)
%#SB 026 Moss Mansion (0.113) 0.000
*SB 046 Ag Loan Linked Deposit (0.500) 0.000
SB 092 Compact Commission (0.114) (0.114)
SB 302 High School Tuition (0.114) (0.114)
SB 321 Mediate Ag Indebtedness (0.075) (0.025)
Total Impact (4.667) (5.031)
Remaining Deficit (65.108) (28.888)
*Signed by the Governcr SENATE TAXATION
EXHIBIT NO.__YF —
DATE_ L _11-87

14 M

~

/
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Amendments to HB 904

)

2)

3)

4)

Page: 77

Line: 1

Following: public instruction
Strike: %956 million

Insert: 463,281,000

Page: 77

Following: Line 2

Insert: If SB 228 is passed and approved the appropiation is
raduced to %48,396,000.

Page: 77
_ine: ic2
Strike: Section 495

Page: 77
Line: 12
Insert: New Section. Section 43. The funds deposited to the

windfall reserve account in (Section 3) may be used to pay
obligations of the general fund in figscal year 1988 1f other
revenuas are ot adsgquate to meet  the cbligaticns of the

state.

SENATE TAXATION
EXHIBIT NO

pare__ 4 - /157

e

LMo M8 G0

/L



ROLL CALL VOTE

- SENATE COMMITTEE TAXATION

7%

vace_Aprel /) 177 o111 vo JBTTL.  1ine B S5H

NO

SENATOR CRIPPEN

SENATOR NEUMAN

SENATOR SEVERSOMN ]

. SENATOR LYBECK

SENATOR HAGER

NI

SENATOR ECK

"3 SENATOR BROWN

SENATOR HIRSCH

_
e

SENATOR MAZUREK — | v
-
_

SENATOR HALLIGAN, VICE CHAIRIMAN

SENATOR McCALLUM, CHAIRMAW

v
|
SENATOR BISHOP l L///
| v
o

Aggie Hamilton Senator George McCallum
Secretary ' Crairman

MotionajiéziZZZZ,ég2%4{5¢>3,thiixL),%%?}7725 L= CZ»OCL&”/YQﬂ/

4

T Hs /7707645/@(/ ——htson Qarreed 7=S

1987



ROLL CALL VOTE

SENATE COMMITTEE TAXATION

i

‘vate_pril 4/ Bill No. /B 2f2  Tire 5’03'0”15
NAME - é
SENATOR CRIPPEN ﬁ

SENATOR NEUMAXN

SENATOR SEVERSON

. SENATOR LYBECK

SENATOR HAGER

SENATOR MAZUREK |

SEWNATOR ECK

SENATOR BROWN

NN ENENEREAN;

SENATOR HIRSCH | | i
SENATOR BISHOP '
SENATOR HALLIGAN, VICE CHAIRMAN ‘ d
SENATOR McCALLUM, CHAIRMAN \ ﬁ
Aggie Hamilton Senator George McCallum i
Secretary Crairman

| i
Motion: @WW Cfc}&iﬁé 25 motion “o 3%51,9 ‘fx{e_ locad
Olpfcb/z [ncome tay  Notcon rarvied - [

) [

1987 ' - : i



ROLL CALL VOTE

- SENATE COMMITTEE TAXATION

Date épfaz i 7/ 7

BlllNo/ﬁ /& Tine S 45 /7 235 A

NAME YES

\'.

SENATOR

CRIPPEN

SENATOR

NEUMAX

"

SENATOR

SEVERSOU

. SENATOR

LYBECK

SENATOR

HAGER

SENATOR

MAZUREK

SENATOR

ECK

SENATOR

BROWN

SENATOR HIRSCH

SENATOR BISHOP

SENATOR HALLIGAN, VICE CHATIRMAN L |

EARNARARREA

SENATOR McCALLUM, CHAIRMAUW

Aggie Hamilton Senator George McCallum
Secretary - Crairman

Motion: \ S autor A//célf/ quas /hotion ‘Mmf HB //é
& 7/&5/@5/ — /267100 7/%(,/&0/ B-7

1987



STANDING COMMITTEE REPORT

LooBprdl XL 1087 .
¢ MR. PRESIDENT
We, YOUF GOMMILE® O .......vvovererrrrss e SLNATE TARATION ... e
having had under consideration....................c.cocco...... BOUSE . BILL ., No..836 ..
third reading copy ( _BEUS )
color
RAMIREZ (CRIPPER)

REVALUE PROPERTY ANNUALLY PROM OH-SITE APPRAISAL OF
203 OF TAXABLE PROPERTY

&

Respectfully report as follows: That HOUSE BILL No. 438

BE _CONCURRED IM
RYRASS
RINRERASK

4

SEMATOR GRORGE MceCALLUM, Chairman.



STANDING COMMITTEE REPORT

MR. PRESIDENT
TALATION

AT Lo TRVZ o T oot a4 142114 4= - Lo O O PP
HOUZE BILL 743
having had Under CONSIAEration. ... .. ... i et et e e r et e e e e et aenanenae NO....ooveiinns
shird Diue
reading copy { _ }

4

AMERD PEROPHATY TAX AHU ASSTSSHENT SALE -~ PHDEMPTION TIME BAZSSD W
SRS TEAD

Respectfully report as follows: That............. e TTr . ¥ I No...7.843 -
(h AMENDED AJ FQLLUNWS

Yipe 7,
"within

A o i

ie PBye 15; q line Z5.
Isaar "NE e Swotion 4. Coordinsrion iNgLruction. T
Senatea nciuding repeal of 15-18-101, 15-18~4GL, 2ad
18~ig~ and ssproved, ueotions b apd 7 0L this 2ct are
void and 3 ¥ Sensts 3111 Moo 162, relating to time Jor
r&demy:;wn, 32 amendsd @5 follows [3rd resding copy of 38162):

1, Foue 16, lisa 74,
Following: “larer”
Ingert: 7, {0r pomestead property ofF withaen 18 months

from thae date oI purdhawe [00 Siher praparty ™

de  Pege 16, iLilunu 75,
Polluwi E4Ly BN 25} #
Strike: ¢
Insert: 7 HES T
DO PASS
DO’'NOT PASS

CONTIWUED Chairman.



3. Pags 17, fcllowing line 8.
inssrt: “ib) Thomestsad arap&”“’ BRANT
{1} agricultural land mmetl thae ¢
153~7-302;: or
(i3 (&) &
awellicg that is property
swoer of any interest in tha dwelling,
¢ lessepeold, tonsscy, orf sinilar interost
and
{3) gh@ ior, tract, or parcel of
iz locsted,
Renumber: subssquant zestions

tand upoas whick

g8 743

vaga 3 of 2

w2t L5INH 4n

Siagla~-famyly dwelling or unit of 3 aui“iplg~uni%
posupled &5 4 Prascipsld resi

danos DV &N

ivgal ur eguitaeble, exziudin

By g ilen or envumbrence;

“he dwelling

& & EX . % . ‘s & -
senetor HoCaliam, Choirman



= STANDING COMMITTEE REPORT

e

ARRIL LY . 19.87 .

ARRESIDENT

i
3
v

........................ o e OO

{e, your committee on

......................... dOUBE BELL i NoL T TB

- . .
having had under consideration

i third reading copy | _blue
- color
. NATHE (GAGE)
%'KXBHPT FROM SDVERAUCE TAX ALL SPTRIPPER WELLS AND ALL OTHER HELLS
POR 2 TEARS

5
-

Respectfully report as follows: That
-

& Le smanded paz Tollioves

- . -
‘- - 2y 3( LATD i’:‘r'.

. Page Ame

- Strike:r ¥ L Anu”Ty®

~ Insort: “Aprii’

: de Page &, lins 11,

- Following: “orude oil”
Insort: ", after ¢he firat fiew hLarrals,”

y 3.‘1?3.(:@3 Zt‘yukimﬂs 2 oand 3,
Fallowineg: antification™ on line 2
Strike: ¢ Sompiofimac
Pallowing: “"afear® on linag 3
Strike: “"Decembar 3i, 19867
Tnasrt:  *Mareh 31, 1087F 77
4. Pagn 10, lin= 12,
Cerikng TYHE HERTT
Inzert:  "ovarvining over?
5. Page 1%, llane 70 thronoh 24,
Foilowing:s Yany well® on lian 20
TEES g P R PR el Y141 o line T8
TErive s : o Mo 29 fhreuesh “{LEYT on lins T4

DO PASS
DO NOT PASS

Chairman.



Hp ...
Paga 2 of 2

April 11

8§, Fsgs 10, liae 2S5,

Stzikes “"Daorezber 31, 15867

Ingart: “Harch 31, 1587

7. Page 12, idines 7 and 8,

SErikes Tinuable® on line 7 throueh “Janunre™ on line &
Tamsrvr  “April®

2. Page 17, line 14,
Pollowing: "{3}"
insert: “Saction 15-38-1081 (1) {4) ans”

%, PTage 12, lire 15,
Strika: C“YTERMINATESR”

* ., -
Tusore: Fearminata’

ASD AS AMENDED B3 CORCURRED IN

SENATOR AcCALLUM, CHAIRMAH



STANDING COMMITTEE REPORT

&pril 10 27

MR. PRESIDENT
WV, YOUT COMUMITEEE ON ..utiiiiiir ittt vaaa st anaassanenens e ettt et et e eesta et satsesstenasrnetenaasraasrnartresronsnnes

having had under consideration............cccvviieiininin o O N i NO Y S

third reading copy ( _n.l. ue

color

RAMIREZ {3ROWH)

DELAY PLACEMENT OF HEW VALUES O TAX ROLLS FOR 1 YEAR
APTER REVALUATIOH

&

Respectfully report as follows: That HOUSE BILL No 361

JIE COUCURRED Id

LRAUSK
RRAOTEREL

SEJATOR GEORGE McCALLUM, Chairman.



STANDING COMMITTEE REPORT  us 752

Paga 1 of 3
............ A_;.rj]_l}, 19..873-
" MR. PRESIDENT
) TAXADION
A A TRV T8 oo T a1 n 0 T2 4 == o o O
having had under consideration....... sicusa&ill ......................................................................... No..... 732 .....
third reading copy { Blue )
color
SAADS (HAGER)

LOCAL OPTIOH SALES OR INCOME TAX

Respectfully report as follows: That.................... Eiousaai},l ...................................................... No732 .......

1. Title, lines 4 through 6,

Pollawing: © "AN ACY” )

Strike: TAUTHORIZING A LOCAL GOVERNMENT TO IMPOSE A LOCAL
IZCONE TAZ IP APPROVED BRY THE ELECPTORATE OF THE LOCAL
GOVERNMERT: "

4

2. Page 2, line 16,

Strike: “through 3 and 5"

v Ingert: *“, 2, and §°
Strike: "71°
Ingert: ~*46°

3. Page 1, line 23,
strike: “or income tax®

R RHaEE
DX NI K RASES

p bl CCICURRLE I AZ AMEHDID

' Chairman.
secrge MeCalhum



4. Paga 2; lIine 3,
Followiang: “aw®
Ingert: Tor®

5., Page 2, linaes §& through 9%.

4B 782
Page 2 of 3

strike: subeaction (b} in its entirety

Renumber: aubsequent subsaction

&, Page 3, lire %,
Strike: 7%
Inserty “8&~

7. Page 4, linas 1% through 21,
Strika: lines 12 through 21 in their entivety
Ronusmber: subasquent saubzecstions

3. Perge 4, line 24,
Serike: (8} °
Insert: "(7)*

3. Page 5, lins 6.
gtxike: “or incons™

12, Page 5, line 8,
Strikes *7°%
Inasrts °“§"

11, Page 5, line 12,

Strika: *ARSOLTUION®
Insert: *resolution’

12, 2Pagezs S and 6,

Pollowing: line 18 on page 5

Strike: section 3 in its entirety

Renumbar: subssgquent sections

13. Page 9, linas 10,
Strike: *5* '
Ingert: 94*

i4, Page 18, line 7,
Strika; T{8ECTION 3)




B 732
fage 3 £ 3

Strike: CUSTATEWISE® 19 .

iasgert: “statowide”

3 16, Paga 11, lines 7, 16, and 20.
3trike: *or incoma™ on all three linss

17. Page 12, line 12 and 13,
Following: *3* on both linesx

Strike:; “87 on both lines
Ingert: °7% on hoth linee

db\sah782~1.txt

AND AS AMERDED

8% CONCURRED IN




Pl

STANDING COMMITTEE REPORT

”“m”mngﬁf§§”%;f ..................... 19§?m.
MR. PRESIDENT
We, your committee on...........c.oeevenivniiinnivennnnees ?HATIOH ..........................................................................
having had under CONSIBIALION. .............vveeveeeeseseeseeseeereosesees e, #govse BIiL No.. 816
3xd reading copy (_D30&
color
ASAY ( magomex )

NEW CLASS 20 PRCPERTY TOR AGRICULTURAL PROCESSING AND TIMBER PLANTS

HOUSE BILL ale

Respectfully report @s fOHOWS: That. ... ..o e et e e et a ettt h et a s e ete it enenensaaeneaas NO....covvvinennnn.
be amended as follows:

1. T7Title, line 7.

Following: “PROPERTY;™

Insert: “ESTABLISKING LOCAL GOVERAMENT APPROVAL AS A PREREQUISIZE FOR
CLASSIFICATION AS CLASS TWENTY PROPERTY;"

2. Peage 3.

Pollowing: 1lins 24

Insart: “HEW SECTIOR. Section 2. Application for classification as
class twenty property-—-local government approval required. (1) A
person applying for classification of property as class twenty
property shall make an application to the department of ravanua,
on a form provided by the departmeat without coat.

(2) The department may not grant an application for class-
ification of property as class twenty property unless the governing
body of the affected county or incorporated city or town approves
the application by resolution, following due notice as defined in
76=-15~-103 and a public hearing, for its respective jurisdiction.

(3) The resolution provided for in subsection (2) must speciiy
the property that the taxing jurisdiction approves for classificatiocn
as class twenty propsrty.

(4) The proparty valuation reduction granted to class twenty
property under [section 1} applies only to the number of mills
levied and assessed for local high school district and elementary
gchool district purposes and to the nusber of mills levied and assassed
by an approving governiag body over which it has sole discretion. 1In
no case may the property valuation reduction for the class twenty
proparty apply to levies or assessmentsa required under Title 135,
chapter 10, 20~9-331, 20-9-333, or cotharwise required under state law.®

JLXXX
R8dGader: subsequent sections

¢
Bo*ﬁ%%ﬁé&

{CONTINUED)

Chairman. M



Senate ‘Taxation Coamitiece

3. Ffaga 7, line 2.
Strike: “Section 1 ias®
Insert: *Sections 1 and 2 are®

4. Page 7, line 4.

Strika: “section 1*®
Insart: ¥sections 1 and 2°

AND AS AMEHDED

BE COICURRED Id

Page 2 of 2

¥“B 8lée
e APEAY 1Y, 19.87
-
"
\

SEHATOR GEORSE MC CALLUNM, Chairxz



e

STANDING COMMITTEE REPORT

....... gpril 11 1937

MR. PRESIDENT

W, YOUP COMIMITEEE ON oottt ettt et e e et eaeunen e no e tae e ettt et et et ettt e ettt te s s et et s e et st e et enraenarerersaernrens

having had under consideration............ooooeienone oS No

third reading copy ( _2L8E

RAMIREZ (ECK)

APPROPRIATING SALES AND USE TAX REVEJUZL:; OTUER APPROP. TO
DOR POR ADMIN.

HOUSE BILL ' 906

Respectfully report as follows: That. .. ..o e et e s No............
‘n
e omandod ns Solloen:g
L4
1. %itvle, line &,
Styike: “Yand 19887
Incarty TTHRQUGE 1289”7

2. Tage 1.
Folinwivsgs lios 11
Ingart:  YIRERDAD, the olacto Fontana appracrad
mitiative 165, limiting cervsin proparsy rfzxes o 108§
i3 uaisss the Legiglature reduoas onroparty taveg
ay bt July 1, 1987, and establishes zltornative
nuS gaurnces; angd
PEERFAS, it ia thsa intont of she teginlavare *n
nget nrovisions cespatiblas with thoe will o7 che
elactoras in limicing ~artsdn property Lorzeoy ang
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