MINUTES

MONTANA SENATE
51st LEGISLATURE -~ REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By Chairman Bob Brown, on February 3, 1989,
at 8:00 a.m.

ROLL CALL

Members Present: Chairman Brown, Vice Chairman Hager,
Senator Bishop, Senator Crippen, Senator Eck, Senator
Gage, Senator Halligan, Senator Harp, Senator Mazurek,
Senator Norman, Senator Severson, Senator Walker

Members Excused: None
Members Absent: None

Staff Present: Jeff Martin, Legislative Council Researcher,
Jill Rohyans, Committee Secretary

Announcements/Discussion: None

EXECUTIVE ACTION ON SENATE BILL 118

Discussion: Senator Beck, District 24, sponsor of the bill,
presented his proposed amendments to the committee
(Exhibit 1). The amendments have the effect of
striking everything in the bill, except the provisions
for schools, towns and cities to borrow from the tax
fund. This would enable them to sell a bond without a
vote, to pay the amount back if it is necessary, and
set the rate of interest from the pooled investment
fund at 6 per cent a year.

Senator Mazurek moved to adopt the amendments.

Senator Gage asked if the bill still excludes the tax
protest repayment bond from the bonds of indebtedness.

Senator Beck replied that it is excluded. He further said
he expected the bill would seldom be used. He thought
the Deer Lodge School system would borrow approximately
$50,000 from the fund before the end of the school
year. If they were to borrow all the money they could
from the protested tax fund, they would have to levy 19
mills to pay it back. The 19 mills would equal only 10
percent of the school's bonding authority.
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Amendments and Votes: Senator Mazurek's motion CARRIED
unanimously.

Recommendation and Vote: Senator Mazurek moved Senate Bill
118 DO PASS AS AMENDED. The motion CARRIED
unanimously.

EXECUTIVE ACTION ON SENATE BILL 220

Discussion: Jeff Martin, Legislative Council, presented the
proposed amendments to the committee (Exhibit 2). The
title is amended to reflect the second half taxes only.
The refund is changed from 5% to 3%, and it clarifies
the refund applies only to personal property, not SID's
delinquencies and penalties.

Amendments and Votes: Senator Crippen moved to adopt the
amendments. BHe said it gives the taxpayer a break and
increases the cash flow to the counties which would
keep them from borrowing and paying the subsequent
interest. He felt there would be a notice printed on
the tax statement which indicates the 3% refund on the
second half.

Bob Mullen, Montana Association of Counties, Richland
County, said it is a matter of fairness. 1In North
Dakota the refund is 3% on the total tax bill.

Senator Eck said it is a fair and clear incentive and it
appears the counties lose nothing.

Senator Gage pointed out if we are not going to hurt any
counties with this bill, we are assuming the investment
rate is going to stay above the effective rate of the
bill. 1If it falls below the effective rate it can hurt
them.

Mr. Mullen submitted the attached Exhibit 3 for the
committee members' information.

Senator Harp made a substitute motion to table 'the bill.

Cort Harrington said the county treasurers don't feel this
bill will be particularly hard to implement.

Senator Gage felt if the incentive is too high the people
will pay early and eliminate delinquencies which will
cost the counties income in delinquent penalties. He
said counties may well lose more than they gain,
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because if they don't get more people paying their tax
early, then they lose from people who are now paying
them late.

Senator Harp's motion to table the bill FAILED on a roll
call vote.

Senator Crippen's motion to amend the bill CARRIED
unanimously.

Recommendation and Vote: Senator Crippen moved Senate Bill
220 DO PASS AS AMENDED. The motion CARRIED on a roll
call vote (Exhibit 5).

EXECUTIVE ACTION ON HOUSE BILL 58

Discussion: Senator Gage explained his objection to the
bill saying in his area there are properties with a
considerable amount of net proceeds tax dellnquent.
The extent of the delinquencies in some cases, is
higher than the properties are worth. He felt this
bill just addresses commercial properties. There is a
qguestion as to whether the net proceeds tax is a tax on
personal or real property. He noted Dave Boyer is
checking into applying it to net proceeds on some
mines, coal and some other things taxed in the same
manner.

Senator Crippen asked if the bill should be broadened to
specifically include those things.

Senator Gage answered it should be broadened if they are
deemed not to be personal or real properties.

Senator Crippen pointed out the language on page 14, sub. 3,
line 17. One of the criteria mentioned is that the
property is used in a profit oriented employment
stimulating business. That is a judgement call he
said, but it is covered by the hearing provision in the
bill.

Senator Norman said there is a fine line between personal
and real property and it would be hard to have a
hearing and make a judgement call without a definition.

Senator Crippen felt the intent of the bill is to include
personal property according to the language on page 10,
lines 5-7 where the exception is made regarding
delinquent personal property taxes suspended or
cancelled under the provisions of Section 11. He felt
it was clear the bill intends to deal with class 4 real
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property, but also personal property. He said a
substantial amount of the cases involved are personal
property taxes and if they are eliminated, the bill
just won't work.

Senator Gage felt the bill was too narrowly defined and
needs to be broadened to cover some of the other
commercial establishments and problems in the state.
It is really designed to address only one problem, the
Pierce Packing Co., in Billings.

Senator Eck felt it would be irresponsible of the committee
to make the decision that net and gross proceeds were
either real or personal property taxes. She felt the
bill passed the House specifically to address one
problem. If the committee tried to expand the bill to
cover oil wells, defunct mines, etc. it would be a
major revision, which would even require another
hearing.

Senator Norman felt if it is passed it needs a termination
date.

Amendments and Votes: Senator Crippen moved to amend the
bill on page 14 as per amendment #3 on Exhibit 6. The
motion CARRIED unanimously.

Senator Crippen moved to add a termination date of December
31, 1993 in a new section 16 and the corresponding
title amendments. The motion CARRIED unanimously.

Recommendation and Vote: Senator Crippen moved House Bill
58 BE CONCURRED IN AS AMENDED. The motion CARRIED with
Senator Gage voting no.

EXECUTIVE ACTION ON HOUSE BILL 4

Discussion: None

Amendments and Votes: None

Recommendation and Vote: Senator Norman moved House Bill 4
BE CONCURRED IN. The motion CARRIED unanimously.
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ADJOURNMENT

Adjournment At: 10:00 a.m.

(5 [P

SENATOR BOB BROWN, Chairman

BB/jdr

min203jr.sr
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ROLL CALL

TAXATION COMMITTEE
5{s+ LEGISLATIVE SESSION -- 1989 Date_:;é:hégﬁL
NAME PRESENT ABSENT EXCUSED

SENATOR BROWN X

SENATOR BISHOP X

SENATOR CRIPPEN X

SENATOR ECK X

SENATOR GAGE X

SENATOR HAGER X

SENATOR HALLIGAN : X

SENATOR HARP X

SENATOR MAZUREK - X

SENATOR NORMAN X

SENATOR SEVERSON X

SENATOR WALKER X

Each day attach to minutes.
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SERAYTYE STEAEDING COMMITTEE REPORY
February 4, 18849

HMRE. PRESIDERT: o

We, your committee on Taxation, having had undey coneideration
SHE 118 (first reading copy ~- white}, rezpectfully report that 8B
118 be amended and as go amended do puss:

1. Title, line & tLhrough line 8,
Strike: "ALLOWIRG™ on line 6 through "RESFONSIBILITY;" on line 8

2. Title, line 9.

Follouwing: "ALLOWIKRG®

Strike: “VFOR DORD TSSUks”

Inpeert: "THL GOVERNIANC RODY CF A COURTY, CITY, OGR OCHOOL DISTRICT
TO O JTSSUE BORGE”

3. Title, Jine 11,

Fullowing: "IRDEBTEDLREEZZ;”

Ingert: "EBXCLUDING FROIW LIMITATION WO 1986 LIOVELD THOSH fANED
LEVIED 7O REFAY TRYBES PATD UKDER PROTEST; ™

1. Title, Yine 12.
Styjke: "7 6 -2E21, -0 4032,

Boomitle, Tine 13,
SRR RS WIP N R ST

&, Tatle, dine 14.
Styibe, "UG-w- 142,

7. Page 1, lire 1%,
Styike:r gection 1 din ity entiyety

&. Fuge 2, line 1
Styike: sevtiop 2 in 1te entirety

S, Fagyce 3, Vine 23,
Strike: gectdion 2 dn dbx entirety

conutinned ERSE U T I RSN ST I



Senpate Committee on

16. Fage 4, line 18.
Strike:
Renumber: subgseguent sections

11. Page 8, line 23,
Strikec "
Following: "and”
Tnsert: "and”

12. Fage 8, line 24 throusgh peoe
SLvike:

1%, Paye 9, line 23
Yollowing: "7
LAl *

Insert: .

14. lage ©, line 24,

Following: "tlen-interest—ewed”
Tneert: “tLhen interest oved,”
Pallowing: "daetdy”

Tosert: "lastly”

dirike: Tthen”

1 Vauo 16, lipe & throuagh Tioe
Styike: "Hhe” an e £ throudh

1¢. Pagc 1%, Yine 4 through line

Stiike: "Exclupion” on line 4 through "gubsection.” cn line 8

ARD A8 AMERDEDR RO DRSS

. X
S

", and” on line 24 through “fund” oo page v liue o

Paraticen, 3B 118 Fagqe 2 ot 2

gection 4 in ils entirety

Y, Yine 2.

13,
Tetote, T on liwe 11

.

5
-
' A -

anede S N -

Brown, Chairman
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AHERDED N0 PAS

SENRTE STEHDING COMHITYES REPORY

Feb:roary 3,

FRESTDEHT.
your comwittee on Tazabtion, bhaving had uweder copgideration
reading copy -~ white), recpectfully report that

amended and ag 50 amended do yasy:

Title, line 5.
Following: "GF"

"SECOHD-HALF WARXES WHERT

Following: "BILL"

"YE PAIDY

2, Yine 24,

Following: “all”

"real and pergonsl propoeyty”
"penaltize, and dntercst”

AU
"but pnot acecsimentys, ”

2, Yine 2%,
"oy prepaykwent of "
Yincluded in”

"
8

i s bl
& e -~
s
)

Sdaped: W w b mese
reb rovn, Chairman
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SERATE STARDIRG COMMITTER REPORT

Febyoary 2, 1989

MR. PREZIDERY:
We, youxr commitice oOn Taxs.ion, havinyg had under copsideration

HB 4 (third reading copy hlue), respeciiuvlly yeport that HD 4
bhe concuried in.

spongor: Bangon, W, {Anderson)

RE CONCUERED 1N — )
Rt

=
cigned: 1S dhiwa

cob BErown, Chalizimab

s hibea D08
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Amendments to Senate Bill No. 118
First Reading Copy

Requested by Senator Beck
For the Committee on Senate Taxation

Prepared by Connie Erickson
January 28, 1989

1. Title, line 6 through line 8.
Strike: "ALLOWING" on line 6 through "RESPONSIBILITY;" on line 8

2., Title, line 9.

Following: "ALLOWING"

Strike: "FOR BOND ISSUES"

Insert: "THE GOVERNING BODY OF A COUNTY, CITY, OR SCHOOL DISTRICT
TO ISSUE BONDS"

3. Title, line 11.

Following: "INDEBTEDNESS;"

Insert: "EXCLUDING TAXES LEVIED TO REPAY TAXES PAID UNDER PROTEST
FROM LIMITATION TO 1986 LEVELS;"

4. Title, line 12.
Strike: "7-6-2321, 7-6-4232,"

5. Title, line 13.
Strike: "15-10-202,"

6. Title, line 14.

Strike:

7. Page
‘Strike:

8. Page
Strike:

9. Page
Strike:

10. Page 4,

Strike:

"20-9~142"

1, line
section

2, line
section

3, line
section

section

19.
1l in

18.
2 in

23.
3 in

line 18.

4 in

its

its

its

its

entirety

entirety

entirety

entirety

1

sb011801l.ace



Renumber: subsequent sections

1l1. Page 8, line 23.
Strike:; ","
Following: "and"
Insert: "and"

12. Page 8, line 24 through page 9, line 2.

£ :ﬂ:/

568/
2-3-89 &1y

Strike: ", and" on line 24 through "fund" on page 9 line 2

13. Page 9, line 23.
Following: ""
Insert: ","

14. Page 9, line 24.

Following: "thep-interest—owed"
Insert: "then interest owed,"
Following: "lastiy"

Insert: "lastly"

Strike: "then"

15. Page 10, line 8 through line 11.

Strike: "The" on line 8 through "state." on line 11

.16. Page 15, line 4 through line 8.

Strike: "Exclusion" on line 4 through "subsection." on line 8

sb011801.ace



Amendments to Senate Bill No. 220 .
First Reading Copy b=

For the Committee on Taxation

Prepared by Jeff Martin
February 1, 1989

1, Title, line 5.

Following: "OF"

Insert: "SECOND-HALF TAXES WHEN"
Following: "BILL"

Insert: "IS PAID"

2. Page 2, line 24.

Strike: "5%"

Insert: "3%"

Following: "all"

Insert: "real and personal property"
Strike: "penalties, and interest"
Insert: "but not assessments,”

3. Page 2, line 25.
Strike: "for prepayment of"
Insert: "included in"

LY ATION

14
L
rees Q/

DI ?;/;3/39 A

. S8 A0

1 sb022001.ajm



&

RN A Fat

' ypme g

s,

Sutuueyq weadoag pue 3J83png JO 3313]0
' QIOJATAIVHY AV

PooNpoIjUT SE °(rzdS 303 230N 1EOST4H
qLva YOSNOdS A¥VWI¥d ‘IIFAL ‘[ ANY¥V1 Alvd JOLIFYIA

55/ 7%
.m:oﬁuuﬁumau== Ted0T pue A3unod 103 [6Xd UT TL7‘698°%$ PuB 06A4 UL 896°88T1°SC$
8q 031 PIJPWIIS3 ST DWODUT ISDIIJUT ‘TeAd 10J %66°9 Pue Qpgid ioJ paumsse sT Jurpunoduod yenuue %¢°/ JOo ajex

mpwmm *AT1E® POATEI21 B3I YOTUM SUOTIDITTOD Xel a9yl Sur3lsSeAurl WOl swodul 3s91ajul Aq 319SJJ0 3q TTTmM UMOYS SBSSOT Y]

*16Ad

Ut 0772°8/42°1$ pue O06Ad UT GOT'K08°T$ 2Q ©1 POIBWTISD ST SIDTAISTP SNOBUEBTTS8ISTIW puUE. SUMO] 10J SNUBASI UT UOTIONpaa

ayy,

*16Kd UT TELR°1GR‘8¢ PuUB Q6Ad UT GEw‘086°8$ TTBI O POIBWI]ISD® die STOOYDS TEDO] 10] SUOTIOB[TOD 3nUaA3Y " T6X]

Ut BE9°'6E6°YS PUB 06K UT COYT10°GY AqQ SUOTIDB[TOO anuaadl LJunod aoNpal 03 pajewtis2 ST uorje[siday pesodoad ayg

{SHINLIANAAXE M0 ANNIAAY TVOOT HHHLIO ¥O ALNNOD NO LOdd44H

"16Xd UT 919°09Z°T1$ PU® Q6AJ UT LEEEVE‘TS
9q 03 POJBUTISD ST SWODUT 13IS8AIIUT ‘TgAd 10J %G6°9 pue Q6Ad 103 paunsse st Surpunodwod Tenuue ¥%¢°/ JO @3jel

J] °ATaEd POATaDal 91 YOTYM SUOTIOSTTOD XB] 3y} SUTISBAUT WOIJ SBWODUT IS8IdIUT Aq I2sJJO @q TIIM UMOYS SOSSOT Y]

(6£4°05S‘€$)  95.°689°6L § L YALTYAR L3 (012°809°€$)  SwZ*1L9°18 § GSr“6L7°G8$ uoraeziTernby Tooyog
(S0T'viv  $)  106°vT9°01 ¢ 901660 T1$ ) ($60°18%  $)  697°'688°07 % 795 ‘0LE ‘118 Aao1 L3Ts0ATUY
@duaaxaljyig me] pesodoag mnerq u:muusp.\ﬂmmw/ \ dduaIdIIL(g me pasodoag MEeT Jua1an)
T6Ad Ay st 0674
A» A/Mn\.rvxrm.\mﬁ.@ t1oedul] onuaAay
3O LD TIOVANI v3S1d
/m,,. \J¥ Q./v Y WA .
1MM( v ..wousuﬂvcmaxm 3oedut 03 pejoadxe jou ST 1i1q STyl °C

(330dea s,30Ssassy anuaAay jo juswiaedsq) “68AJ UT STTIW L6 s3eiaae
sa1aa] Teool pue ‘weaoad uorjepunol oyl 10J STTIW Gy ‘wolsAs AJTSIVATU( BY] I10J STITW g 2ae S3tAa] TIIW Yy
(DVHY) °16Ad UT %G6°9 Pue Q6AL

103 %€°/ 30 ¥lea 3Sea9jul wWaa]l JaA0Ys Byl e SUOTIOJTTOO 9nuaaAsl 1IsSaAUT TIIM mCO.m“O..nﬁm..nhﬂ.ﬁ TeO0T pue 3jeys 9yj, ‘€

+aAnd20 pINo0 Jjeyl j3oedutl umwiXew oyl ST UMOYS joBdWT anuaasel ‘aiojsa9yl 1119 STYl Aq pasodoad

Se JUNODSTP ¥G 3Yl SATIO81 pue Ieak Yoea Jo (f I3qWaAON ouowwn 10 uo Aed T11mM siakedxejl [Te eyl paumsse ST 3] ‘Z

(OVEd) “T16Ad UT 000°789'08S‘T$
pue ‘ggid ut coo.mqowmoo.ﬁa 3q [1Im (senyea a7qexe] pajssjoiad ssay) A3asdoad fesx Jo oanfea afqexel ayy *1
{SNOILAHWNSSY

*juswied JTey

-31S11} 8yl 103j 93ep Bup 3Y3j 810J9q 10 uo TTIq Xel Aliadoad aarjua ue jJo juswied 103 JuNOOSTIP B SJurzrioyline 3IDE uy

INOILVISIOAT a4S0d0dd 40 NOILJI¥OSAd

peonpoajut se ‘07gdS  10J 930N TedsTq B PajjTuqns Agaisy ST aaayl ‘isenbaa uajaram e y3tm ddouer(duwod ug
G1-agq waog
JION TVISId - VNVINOW J0 dLVIS




200 8 | SENATE T70 T ﬁagg,
EXHIT =3
DATL_/_J /35 __
~ ASSUMPTION: BILL NO.__SBR20

. .. Forsimplicity, let us assume we have a'property tax bill that was
o .:recewed on-or eround November:1st that requests $2000:00:in property-:«~-»::
_ toxes. One-helf-or $1000.00 is:due November 30th-and the otherhalf is due e
... ...May 30th. Let’s also assume that the county4ressurer has authority to ST
... .. discount the second half- pagment (Hey 30th half) hg 58 if: the entire atEREL L
.. peyment is made-on Nov. 30th. N T )

S Nov.30 - - =0- - - - $1000.00
“Totals:-. - = .- §50.00 - '~§1950.00

- Now,1et-us assume the county treasurer immediately invests the
_ '2nd half psyment. What rete of return will.the county need to break-sven ,
- -on the discounted payment. |

...interest =principal X rateX time -
~ $50=-3%950 X r X 180/360
 $50=-3950 X r X 1/2
$50= $950/2%r
$50= $475 X r
' $50/8475= r
1053%=r

. . .Dbviously, this necessary rate of return s too high for the taxing
.. jurisdiction to break-even.

. However, if-the discount wes a more reasonable rate such as 2.5%,
. the necessery rete of retumn would be as follows:

$25/348750=r
S5.13% =

‘Realistically, the taxing jurisdiction could recover this rats of
return, and probably exceed it slightly.
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BiL o S8 R0

Date /?Aiﬂ
a v

SA£4

Bill No. # % Time /07\7')?>

YES NO

SENATOR

BROWN

SENATOR

BISHOP

SENATOR

CRIPPFEN

SENATOR

SENATOR

GAGE

SENATOR

HAGER

SENATOR

HALLIGAN

- SENATOR

HARP

SENATOR

MAZUREK

SENATOR

NORMAN

SENATOR

SEVERSON

P<

SENATOR

WALKER

W

SENATOR ROR RROWN
Chaimman

wtion: | Sryy oJrs, Strah B Zadle T4 Lol

R 7{4)//4/

19 89
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ROLL CALL VOTE Dt R/3/RG
BLLio___ SR K30

SENATE COMMITTEE = TAXATION

Date 5/ /5 = Bill No. XX ¢ _ Time_/P240

. YES

SENATOR BROWN ¥

SENATOR BISHOP

SENATOR CRIPPEN X

SENATOR ECK X

SENATOR GAGE

SENATOR HAGER Y

SENATOR HALLIGAN X

SENATOR HARP

SENATOR MAZUREK X

SENATOR NORMAN

SENATOR SEVERSON |

SENATOR WALKER Y

SENATOR BOR RBROWN

il Ledygtacs

Motion: _:4{1% _ ﬁ(ém Lééféﬁjﬂ/zj =4 2‘?&
L1 pgw  Qa [amis did

/% 2 ‘u/-,éﬂél/

1989
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SENAYE STANDING COMMITTEE REport BILLNO__ €8 5%

February 6, 1989

ME. PRESIDERT:

We, vour comwittee on Tazxation, having had under consideration
HB %8 (third reading copy -- blue), respectfully report that HB &8
be amended and as so amended be concurred in:

Sponeoxy: Driscell (Walker)

1. Title, line 11,
Following: "HCA;"
Strike: "AHRD"

2. Title, line 12,
Following: "APPLICABILITY DATE"
Insert: "; AND PROVIDING A TERHMINATION DATE"

3, Page 14, line 16.

Following: "taxes"

Ingert: "or if the governing hody determines the cancellation is
not. in the hesgt interesgt of the county"”

4. Page 17,
Feollowing: line 3

Insert: "NEW SECTION. Section 17. Termination date. [This act]
terminates December 31, 1993, "

END AS AMERDED BE CONCURRED TN T S

Signed;

SCEHROLE, 206





