
MINUTES 

MONTANA SENATE 
51st LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By Senator Bob Brown, Chairman, on March 27, 
1989, at 1:00 p.m. 

ROLL CALL 

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

Members Excused: None 

Members Absent: None 

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

Announcements/Discussion: None 

HEARING ON SENATE BILL 469 

Presentation and Opening Statement by Sponsor: 

Senator Crippen, District 45, sponsor, said the bill is the 
result of a large bipartisan effort to solve the 
funding problems facing the state. This bill is part 
of Governor Stephen's tax reform package which includes 
SB 463 and a House bill dealing with a minimum tax. 
Presently, with the concessions to the foundation 
program that need to be made, the state is facing a $90 
million shortfall for this biennium. Senator Crippen 
said the decision cannot be made just for the biennium, 
we must adopt a system of comprehensive tax reform 
which will take us down the road to financial security 
in the future. Senator Crippen said the bill includes 
a 4% sales tax or gross receipts tax on goods and 
services and a use tax on services. Senator Crippen 
presented the committee members with an outline and 
explanation of the bill (Exhibit #1). He also 
presented proposed amendments to the bill (Exhibits #2 
and i2a) as well as a sheet showing the distribution of 
revenue under SB 469 as introduced (Exhibit #3). 
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List of Testifying Proponents and What Group they Represent: 

Representative Dorothy Bradley, District 79 
Dan Lambros, President, Montana Ambassadors 
Wayne Phillips, Legislative Liaison, representing 

Governor Stephens 
Carrol Krause, Commissioner of Higher Education 
Eric Feaver, Montana Education Association 
Ann Mary Dussault, Missoula County Commissioner and 

President, Montana Association of County 
Commissioners 

Dennis Burr, Montana Taxpayers Association 
Jim Van Arsdale, Mayor, Billings 
Maxine Johnson, Economist, Montana Chamber of Commerce 
Pat Melby, Underfunded School Districts 
Mike Matthew, Yellowstone County 
Kay Foster, Billings Chamber of Commerce 
Carol Daly, Flathead Economic Development Corporation 
Roger Young, Great Falls Chamber of Commerce 
Al Littler, Montana Association of Realtors 
Bob Henkel, Executive Director, Montana Tax Reform 

Education Committee 
William Tietz, President, Montana State University 

List of Testifying Opponents and What Group They Represent: 

Robert Van Der Vere, Taxpayer from Helena 
Judy Doggett, Montana Association of Clerks and 

Recorders 
Terry Murphy, President, Montana Farmers Union 
Bruce Nelson, Chairman, Montana Democratic Party 
Gene Fenderson, Montana Building and Construction 

Trades Council 
Paul Stramer, Montana Tea Party Taxpayers 
Walt DuPea, Taxpayer from Bigfork 
Earl Riley, Montana Senior Citizens Association 
Don Judge, Montana AFL-CIO 
Chester Kinsey, Montana Senior Citizens 
Sam Ryan, Montana Senior Citizens and Taxpayers 
John Fay, Citizen and Voter 
Brenda Nordlund, Montana Women's Lobby 
Bob Heiser, United Food and Commercial Workers 
Nadiean Jensen, AFSCME 

Person Testifying on a Neutral Basis: 

Alan Chronister, State Bar of Montana 
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Representative Dorothy Bradley, co-sponsor of the bill 
expressed her continuing support for the concept. She 
submitted a letter of support from the Mayor of West 
Yellowstone (Exhibit #4). 

Dan Lambros, President, Montana Ambassadors, presented his 
testimony in support of the bill (Exhibit #5). 

Wayne Phillips, Legislative Liaison, representing Governor 
Stan Stephens, said this bill represents far more than 
a sales tax. It is a comprehensive tax reform bill for 
Montana. The bill includes tax equalization for 
education and provides a replacement tax for the 
reductions in personal and real property taxes and 
income tax. The Governor urged the committee to move 
it forward through the legislative process. 

Carrol Krause, Commissioner of Higher Education, said the 
state of education is in peril in the state due to 
deteriorating tax bases. He urged the committee to 
adopt the bill and put education funding back on a 
solid footing. 

Eric Feaver, Montana Education Association, presented his 
testimony in support of the bill (Exhibit #6). 

Ann Mary Dussault, Missoula County Commissioner and 
President of the Montana County Commissioners 
Association, expressed support for the bill. 

Dennis Burr, Montana Taxpayers Association, expressed 
support for the bill. 

Jim Van Arsda1e, Mayor of the City of Billings, expressed 
support for the bill. 

Maxine Johnson, Montana Chamber of Commerce Economist, 
presented her testimony in support of the bill (Exhibit 
#7). 

Pat Melby, Underfunded School Districts, expressed support 
for the bill. 

Mike Matthew, Yellowstone County, expressed support for the 
bill. 

Kay Foster, Billings Chamber of Commerce, expressed support 
for the bill. 
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Carol Daly, Flathead Economic Development Corporation, 
expressed support for the bill. 

Roger Young, Great Falls Chamber of Commerce, expressed 
support for the bill. 

Al Littler, Montana Association of Realtors, presented his 
testimony in support of the bill (Exhibit #8). 

Bob Henkel, Executive Director, Montana Tax Reform Education 
Committee, presented his testimony in support of the 
bill (Exhibit #9). 

William Tietz, President, Montana State University, 
expressed support for the bill. 

Opponents: 

Robert Van Der Vere, a Helena taxpayer, said he had the 
highest respect for the legislature but opposed the 
sales tax or any tax increase for the state. 

Judy Doggett, Montana Clerks and Recorders, presented her 
testimony to the committee, not in opposition to the 
bill, but rather, expressing concern about the election 
costs to the local districts (Exhibit #10). 

Terry Murphy, President, Montana Farmers Union, expressed 
the unalterable opposition of his organization to the 
use of a sales tax as a means of funding state 
government. He said he does not question the sincerity 
of Senator Crippen or Representative Bradley in 
presenting the legislation, however, the members of his 
organization do not want any more general or selective 
sales taxes. 

Bruce Nelson, Chairman, Montana Democratic Party, presented 
his testimony in opposition to the bill (Exhibit #11). 

Gene Fenderson, Montana Building and Trades Council, 
presented his testimony in opposition to the bill 
(Exhibit #12). 

Paul Stramer, Montana Tea Party, presented his testimony in 
opposition to the bill (Exhibit #13). 

Walt DuPea, taxpayer from Bigfork, presented his testimony 
in opposition to the bill (Exhibit #14). 

Earl Riley, Montana Senior Citizens, presented his testimony 
in opposition to the bill (Exhibit #15). 
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Don Judge, Montana AFL-CIO, presented his testimony in 
opposition to the bill (Exhibit #16). He also 
presented a response to the Montana Ambassadors re the 
Corporation for Enterprise Development 1989 study of 
Montana taxes (Exhibit #l6a). 

Chester Kinsey, Senior Citizens, expressed opposition to the 
bill. 

Sam Ryan, Montana Senior Citizens and Taxpayers, said this 
is a rotten bill and it should be killed. 

John Fay, a citizen and voter, expressed the opinion that 
what is not needed is more and larger taxes, but rather 
efficiency and streamlining of government. 

Brenda Nordland, Montana Women's Lobby, said the sales tax 
is particularly onerous for female heads of households. 
Women are earning 59 cents on the dollar compared to 
men and this tax would add another difficult burden to 
the income level of most women. 

Bob Heiser, United Food and Commercial Workers, urged the 
-committee to oppose the bill. 

Nadiean Jensen, AFSCME, said her organization adopted a 
, resolution opposing a sales tax. She urged the 
"~ committee to also oppose any sales tax legislation. 

Neutral Testimony: 

Allen Chronister, State Bar of Montana, presented his 
remarks re taxation of legal services (Exhibit #17). 

Questions From Committee Members: None 

Closing by Sponsor: 

Senator Crippen said it is time the legislature starts 
talking compromise. Both parties must work together to 
develop a program of tax reform which will provide 
property tax relief and adequately fund state 
government and education. The alternative is to begin 
cutting programs which are important to the people of 
the state and which will cause many hardships. Under 
this bill, 55,000 households will be taken off the tax 
rolls and at least another 55,000 will go from itemized 
deductions to standard deductions. Senior citizens 
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will benefit from the rebate and increase in standard 
deductions. Every special interest group wants their 
program protected, but no one is willing to make the 
commitment to raising the revenue to fund them. 
Compromise is the only responsible way to reach a 
solution to the revenue problems facing this session. 

DISPOSITION OF SENATE BILL 469 

Discussion: 

Dale Harris, Montana Ambassadors, reviewed the bill and the 
proposed amendments (Exhibit #2 and #2a). 

Amendments and Votes: 

Senator Crippen MOVED the adoption of the amendments. 
The motion CARRIED on a roll call vote (Exhibit #18). 

Senator Walker MOVED to strike Section 135 which would 
remove fraternal organizations from the net proceeds 
tax provisions. The motion FAILED. 

Senator Harp MOVED to amend the bill as per the amendments 
contained in Exhibit #19. The motion FAILED on a roll 
call vote (Exhibit #20). 

Recommendation and Vote: 

Senator Crippen MOVED SB 469 Do Pass As Amended. The motion 
CARRIED on a roll call vote (Exhibit #21). 

ADJOURNMENT 

Adjournment At: 3:05 p.m. 

BB/jdr 

MIN327.jdr 
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.1 ;" P ,~'\ q f> 11. 
r 011 (l\~~ lu q: 1 i II (' 1;: 
If)!?f;l't: ~'!tu.~ ~-}!:!£T .. !~!JJ .. =- ~e("~t-i(}rf 44t r'(~(~.tl(~tj~··in·· Cf'H~rHtfr diJl,:-\ t,~'t:--~~;:: 

~.'r-V:iCI-'f. (1) R<'C'E':i.pl:: lrolll the t:,d.e or Oe'f' <~d COIllf'llt (;r ,J;:d,', 
lJd/:'E r:eIV:lf'(-1: Uf,:ty be (il:du(:t.:d fl--(>lll qr(.;~~;c [I:.-::cir:tf'. 

{:'l I'Ol' UI(' l-'I.111:-;O};('1 of It:ecti(II'f~ 1 Ulilltlql, (,~~ n,,,i '/1,], 
.. (~(1 III P II t. " r d.:H~! b;., : ~ t: t:-:.: r v i (' ( f' .. 1Il(- a II :.~ i r.l (' II t j t Y j 1'1 SI, (' (I In F j, J j l'I q , 
or 9 ,::ud ;:-, i r, g, III a II j pill ti t j n 9 r (i r (k 1 1 \! e r j j) q i Ii i 0 r m i'\ t i () J! ,:; c t 11 a 11 'I 
('!)nt:aillf",l j Ii OJ to b~ ('I'litaillt'd ill (1 GOllq,utC:l: ded ;.) t.~;~t. 

(?,) Hf.,(' .. ipt:~ trOll' tll., SH1t; of COllll'\ltcl h:u',J\'i.Jr.:, 
:'oitp,-IIC;, [·Yf,iclfi developn:,;,nt. dfSiqll, I,») inr;t'-'lll;'j,jl)I' (,J tl". 
sfdc (.t :'tI1 f;):ictjr'q (,Oll>~Jilt(-l' {1i\t.~'1 1-,I:lf(' «,11.: Opr'0::(~d Ir1 th.: ::',:11(· 
o l II ~;' f' I) f '" (' (J 1Il put t: t d n t .,,1.> ~U' f~ Fe .r vi (' E) It; i; Y Ji U L 1.11" rl f:. .. :1 \J c t r~ (~ 
f.rom qro!:r; If"C"(,jptc." 
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43. Pel~,le 3P.., lin(~ 19. 
Strike: "Co~mon" 

In(lc:rt I "]nleJ'st.£lte and int.I'Qstat.e" 

44. rage 38, line 21. 
Strike: "by motor vehic]~~ 

45. rage 39, Une 15. 
Follow:l fig: "taA" 

J' d q ~,! f' (. f 1 <5 

In~ertl ", le~B the vendor allowance provided in Bub6€clion 
(5)'" 

<1 (" l;a'~j€ 41, 
r 0 11 0 ,,]j Ii 9: 1 j n e f' 
JJH:tcrt: "{~d h Pt:'J'::'OTt fil.i.nq Ci ret.urn undcr thif! f·(·ction 111:)Y 

a n Ii U ,:,\] 1 y d (-: due t f 1: (, w t t f t; ,HH It U n 1. 0 ftc. ); t 0 Ii ,: H:' 11l itt (, d '0 tJH 

st rIte and r €: t tJ r /', ,'tt, 1'1 v('nde r a 11 Oh'i.HI('e(" 3~ of t h,,' t ~:i;'; 

de t { 1 nd Il'~ d t 0 b t, P ~ Y d b 1 ( t <) t h (0 c t i;l t~: \) 1.' .s 1 , 2 (1 C,>" to;' hie h ( v;; 1 j b 

lefT, " 

47, P8ge 51, line 2:). 
F 0 11 () v: i n ~ : .. n' 1 i (; f .. 
Inl"f,rt: '''(c);elud:il'l9 thi' fac-: V.Olllll" \Jf "dl ft)("] f'tuf!IPC If'('f:;ve,l}" 

I} g • r c~ 9" !) 3 r 1 i 11':;, ':: t III n u q II '}, 
F' (, 11 ('1\'1 i n;l: .. ;3 1 J () \'; (. d" 0; I :1 i n -:' " 

;;; i.) i h ': r l (I!l n j n d (. } C f 1 i ,,!\ t II 1 ,> U 9 t t ] j fl I; ':, 

In L' (. r't . .. ill t II f.' ,djo(·l.I!d "f !~ '}() r"." 1 ,'XC f'1j: t ,i.·,l,. I I', v 'j de tl t 1·;'11 q I "~';' 

j,'IHJI",l,l htC"ifl' i:: Lr';' 1.1!;1)'. :;1,05,000,' 

4 ',', P ,'1 'd ,.-- ~; {. . 
f'oJ 1 (.\,,.j 119; J j ne 7 
1n:-:',r1., "(b} ttl~' tctit'd fltn()Unt cJ"dtl;r,:r) unchl (:q,,~t:I(t!1 7?), l/;IJich 

C'l.lf;Ollllt. lrnu·:t be fIJi U!f,r allo('atf;-d ill tbe Ec ... Ute Illl'jnrll;'l <JL j nCOil~f. lct>. 

rC\'t"IlUt; if, allocntf:d tInder 15"1-~,01(;');" 

R en 1.1 m b Ie I:: E u b ~) f: q IJ C n t f': 1,1 b gee t l 0 n ~: 

~)(~!, l'a~H' !.:,6, lillt' ~", 

~tri~(: -allocalion" 
1 n f: (: )' t: .. <l] 't 0 r: at i (;) n !.~ .. 
~)t.r-ik€: "subl::tction" 
Innert: "subEerLionB h 

FollOvdll',} 1 "il)(<))" 
1 n let € I' t ; .. ;'1 J j d i 1 ) ( b ) " 

!) 1. r a <:: e ') (., 1 j II t; 1 1 , 
f t r j he: ,. ~, :,~, t' 



~)2. I'agE- ~(. f Lh,(, 13. 
!3tlBt'~ "15%'" 

~: t~H tj 'I'I: COHIII'l''fEI:: () t1 'l'1.}: 1~ '1' 1 (ill ( t! fl 4 (,.:; 
}':"(;" 7 \>j 13 

,/ 

Inf3(:rt! "1:H," / 

~3. Poq~' ~l(:;f ]jnf) 18. 
Std.~e: "lH" 
Insert, "5%" 

54. Page 58, line 18. 
Followjng: ·wunicipal," 
lnu~rt: "conservation diBtrict,~ 

5 !:'. Pdq E: !, [~ • 1 j IH.:: 2 '.'. . 
Strike: "," 
}<' 0 1 .1 0 F .i n \I: .. b IJ t " 
fitrike I "iynul:tIH]" 
1111:(·:rt: ":~11;,11 dj~:'reqEild" 

!J {,. P <i Y (' ~J g . 
l' C' 11 n .. ' j II !;i: 1 j n €', ;~ (~ 

In~~·(l~t: "{{oj t'Ol thee PHjpfH:~'r; 01 1!)'·H:~-'112(·/}. pl!.rFClty t;~.x 

1 f' P J :" (:!~ fll t': " L 1': V (' n \J( t t: C t, j V cd by ;01 L,n; j 1'1 f,.! i u r j f' d j ,. t i (, n 11 n d c r 
tl.i.f~ f.t'·('t:i'.'lJ :i:-:: ('(·nf;jdt:it',d te, b~: )t'V{'I,tH: fHY'U r'r~'l:('rtv t.ii>"': ," 

';. 'l. I Of q I; ~;,; .'. , J j II" 1 1. 
r u J J {) ',..':i n' I ; ., ::J.!}.,l " 

Ill: ( It. "!. h' !' f, ~'l e".' t:;' r ({J I 1" d 1':1; L' f " 

• ! ~ J : ~-j '.'~ I 

:.: t.l.l t I" , 

.~.. ) ~ i I t 1,. • ., 

1 t '. " .' ~, 

1 n ;: ': 1 t: ., J -I.', " 

,:,~), I'~i;;it' "'7, Jin'::c ~;, 11, ;;tnd ;'\1. 
::~ t. r t ,; I.': .. 1 ~1 g 6 .. 
J ri r; e r' t ~ .. 1 ~~,. ~ 1 f't 

60. ri'i,:,H :IE. 
h)}J{I\-firlq: l:il!c 3 
lfH:{-rt;"~jeet:ion 110. ~':I':ct.ior, 1~' 10·-411, IlCr" iF i:H\\~;rdt:(\ if' lJ?i:l<J: 

"l!)'lt/"~lL (TC>'8ip0J:al:Y) U~;clali~U.oU of policy 
C'I,H:ifici-tt,ion -. t'xtenr;iol1 to all prOpt'l·ty clilfjriet;. ~~H~tL.)fl 

1':' 10· 4(11 :tt;' j.nt('rr,reted, cldrified, alld e::tl'ndcd ru; foll,)v:,; 
(l} In onhl t.:· l'1votd ('oTif;titutioni't1 ch::dleJ\\lf':-~ bc\~:~'d 

o II d j E C r lll\i 11<:' t. 0 l' Y t 1 C ,I tlllf~ Ii t 0 f t a :q) ~ y I~ 1 ~~ j n tel Ii c 1 a:;' :H, L I'll t 
erHl\\I()i'itf',J in E;·l{)·.,Ol and l!)"l(iJ 4H2, ttl! J,.iulit;;lt.ion t(· -1·9+:H .. 
1.2_~~t l(~\'(lf; if; (xtlCndl.'!d to Apply to <11J CL11~ffT {·f l'l')I,~::r1:y 

d"~·.Cli):'+:d in 'rJt.JI' ,"-" d'dI'U.} (', pint 1. 

(',~n1 j nlJcd 

./ 
/ 

I 
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U} 'j'I)t'; policy d.o,clar..'"tlion fu lS·Je!-40l(S} thdt lii) 

further pruperty lax jncreaBe~ b~ impoHed ic interpretEd to 
rUr~:.'HI no fut1:.hE:r jnct(a.ot: IHdY bi: t\jadt~\ ."i tbf~ 1;;n·. ratl~ ct~·Fli .. "d 
to property in t'deh c]as::: in -i~f! 1'191. 

(3) No new clAE~ of prop0rty may b~ cre&ted solely to 
circumvent t.he policy undc.rlying 15··Hl-401 and 1!1-10-·402. If 
a n(~\J claf."H of Fl·opcrty j t~ e):f;ated j lJ. older to aLtord 
pre fe r en t. i al t.rt: r:t lme n t to fl cat e 90JY 0 f p rOf·f· r t y, ttli.~ t dxable 
f'.:ttf': t.hat dPpli(~B tllay not excEed ttle .taU· at "'Ideh :::ueh 
property was t..;;u,ed in -i-9-B-fJ )991.- ('.fEJnniliclt.e£; neCemb{;I 31, 
1.989--EWC. 6, Ch. 6~\4, L. 1987.)" 

Section Ill. S~ctjon 15-10-412, HeA, is.amended to read: 
"15···10-412. ("t~lipoTal'Y) l'rQperty 1,ax Ii.aited to ..J..I~f. 1991_ 
leve18 -- clarification -- extehnion to all property Cl&DSec. 
r::ectjoli 15~ H'·-4(ii2 i~ inlt.rpret.ed i'HHI clarifi€:d ill? fol]OFf:1 

( 1) T h f:: li. rtd tat: ion to 1-9-8f.r J_~_91. 1 eve 1 t: i:; € x 1.:. end f: d to 
cpply to all elaf.\sec of prcpu·t.y df.~BcrilJf:d in 'f'jtJ" p" 
e h ,I P t f.~ 1" 6, P'" r t 1. 

( 2 ) '1' It e. 1 i mil it t i () n 0 fI t h t! am <) 1I n t rd· t <i): Eel e v :i.r~ d j f. 

Jllt~rpr€t.f.lct to fIl('an that the actual La:;; liablUt.y 1(.,1 ,C11! 
jn(Uvidual propert.y 1[; Ci".pped thYt.doll<ll ~ .. llInU1lt dlH~ in (-<:Iet. 

t,):.dng unit t01 U,(,. 1%6 J..:t21 ta}; YEal. IIi Un~l'h:d:S 
UHcU:·,.titer, tht;- property JllUFf:' b~ taxed jn eaGh ti"IXl.l"Ig ufdt dt. 
Ult:: 1-9% 122J. t'~)P or the j)).'Qdllct of the t('otxah1.(· \'aJ III' ilna 
mill:.- levied, I1hidH::Vf:liE }f'f'C to} ('ad. tdxinq unit. 

(~J,j TIH' IJtilit.,:,t:i(IJi on t.h( ,;lIlount {l1 taxu·: l,-v.1I;d d-::f:-:. 
l! (i t. fl\ f.: iI n t t. ,11 II {, f u { t h (, r .i ncr P 'I f; I:; fI!.:1 y Ii<' }1l;:1 ,.1 , .j I, t Ii f· t p t (..1 
1. z, l: d b 1 ( V H 11.1 "t i (: f> 0 f ,"; t oj. h i n 9 un j 1. a r: <, l' f..: :,. tl] t ,,1: 

{d) ':lnllC:"~i:tl.j('1l (>1' .11",·,] r·ropflt.v i.llj,! illlrrUVf'III':·Jot:- 1n1" 

(b j cnll;·· i 1 iI'~1 j -:'il. (;:q ·illt:;.1;~ Ii, v I I ,'r,I,.d.; 1 j Jlj • ,f 
:i lilj:;ll)"'·,IlIf." II 1. :::' ; 

( c ) t 1" a II: f (;0 J. of 1<1 "p E" I l y .1 rd. 0 cJ 1. cD; 1. n 9 u nit. i 
( d } ., u h d i v j 0 i (, n () t } C.;j 1 l' r 0 I,' crt y ; 
(e) rerla~~ificatjoD 0i ~rop~rty; 
Cf) 1~clea8~e in th£ amount 01 production 01 the V&)Uf 

of production for property de~cri~ed in 15-6 131 01 15 613:; 
( 9 ) t. r.-.. It 1'1 fer 0 f r lOp f~ J t Y f 1: <) lit t.)i. f:' ~; r·1l1 p L to t<i )utl· 1 ~? 

::~ t i'I t H l~; {. I 

(l J) I (: V a 111 a t ion f~ c <.\\1/: f: d l! Y I 
(i) Gycljc~tl l",·appl('d,~<d; 01 

( i j) e ~: p ,.\1)::: j (m , add j t i (1'1 I r i.=: [. 1 a C ( iII (': nt, urI UII CH."k lin ;:;1 (11 

iilipI0v f ;m i ;nt::: • 
(I) Til.: )jrult.ation on the lInlOlJ(,t of tA:X(~f' l<cvlcd dO(:f( 

n ()t me .:'J.n t ha t no f ut th€~ 1 j tlc)'(-: cH; f~ Ihay ))f: III & Of: j n tlt~~' t2t); <;1 b] E· 

V <'I 1 IH1 t j c> n '.iT i II t t H: a e t u.n 1 ten: Li 1:.\ b:i 1 :i t y O!l j J I dl \' j d u ,d 
rrOpE-Tt.y tn (~&ch claflf} cHj a l~fHJ]t of: 

(<-i) cnnEtructJon, (··xpdnejrdl) J(:plcl('(lilt"lIt, {Ii· }('(u'.Hif'Jir)(j 

\,:(;lltinu(d 
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of i»l['rov.~m(:ntl:l th,;.l addt va]u(; to thf:; P!C)P(~l t)'; 

Cb) tlansier of P10~fI'ly into a laxiDg unit 
(e) l€'cl'H'fliiic:atlon \/f property; 
{ct} irlcreasE.:~ in t.lJe 8lflount of. production or the vallJi~ 

01 product.ion for pJop{;rty d!!~cribed l.rl. 15-,6·-131 or 1!)-(;1.?;2; 
(f':) annexat.iG)I of Ult! i ndj vidllill PI0pt: rty julo <'\ flH! 

ta;;inq unit; or 
(f) l.~OfJvt:~rBion ()f t.),e i ,oidi.vidl1al i;rol·(:rt. y f 1 ()lh t(.J~~·~ 

e~emvt to laxa~le status. 
(S) fJoperty jn classcp four, twelve, aod tourteenL_~E 

M.i;..nd!:.d __ ~1.Y_l.!Jli.~_~~'!'"11J...L. j r:: va lued aceo r ding to the 10 r-oeedu n' ~ 
u :::: e d j n 1 986 .t __ 2.L...t..kt: 1 9 ~J_!EL~~,§.L.l.L.jL."'!'5..Y.~LUl a. t.f 0 1l-. .k!!LE..~S!.Q.t 
t c'-.1..5·· 7 -. .11J. __ lLii5 heS'JL.S:olllf:.1 e 1;.(:; 4, inc 1 ud lug the O(! f: j gn f:t 1 :i on () f 
1ge2 at: the baf2(: year, ~'J_.!J-,.g __ ~f.Li.9!.!i!tlEdl..~L .... !::'_.D .. ~·J.:_1!Ar.L_Y~·.:::~T 
j .. L __ L_L!iX-ql .. ~}JjJ.;.J'}].IL_EU r::'LU-':!I!..L_ .. t..~_l G..:...l· 1 1.L . .Jj.aIL_JL".:.L!L_.J:-::'~~~1:1.s !~~::,,2.L. 
until the, reapprcllf,nl cycl(:< b':(linninq ,Tanu;,ry 1. 19ii(" if~ 

,~r)ll1plet.€'d dfld nev vclluat.j OJI£1 are plac;; .. d on thr ten: 10] 1!:. "Hid 
(I n t.. H b cli:: ( Y (: a r d (, fd H n i'i t € d, i f 1. tH; PI 0 l:' t, r t y j r . 

(a) Ilf.~H COllEt lllct.i on, . 
(b) 4'xpflmh;d, dt"lfttd, rel,lCict,(l. ('1 !O~l( .. J('l·c'd 

i 1111'1 OV€llH'Itt:,; 

( C' ) fI fin f::;; c: d J> l' () [H: l' t y: 0 r-
(d) prollt::rty CC\liVertl~d trOll' t.;;n:"f;'),f:~fl·,-:.t t.(l td::ctl.dt~ 

::.' 1.21 t U f; • 
(6) I'roi.'crty d€!1:cribed jn 1:ubf:f.··;til!l!t' ifj)(;;) th}(HJ~J11 

('5}(d) Ut.:.t i.::: not cl;;H,r: tOIJl, cl:1!:;r~ 1.;-;(1v1:, vI ('1:):,1. f.ourl<:'ICQ 
1"-' I (.) l' \' 1 t Y.L __ ~~_~~J~: !.ui.'o . .<L1L'L_lil!..Lb ...... s!.5:_U..t j f· V d Il He' d ,I{, C (I r d j n q tot I, r, 

r r (IC Hlu r {~:.' \I::' to d i IJ 1 f<11(, .1_, ,~:,(_~-'.J~.'Lt'.L~:...9\.l_5.:.n L.l .• ~.'!·-'.:"cl~1':LU,2D ~','.~~~'J:l!..1::.c1 
L\.U.,U!..!~.rI.-t .. J:~.,J.':~·:3_:_LLL .. btl! j: .,dr·',." 15ulijf('1 Lc Ul' ... L1Lt! '~',;. 
j l.> l:.,d, L:(},i Hq tln) 1 1.",;;:(,1 ,;It 1~+ .. f. .tt .. l,<. ud 11;- J t v:i ',:<:1 Jl.', 1 "?(.! 

',',i. :U~ .. J:~')L.i..L,.:' __ .).' .. ~'.~!! I~ ~ .. L !.(:' .I'III ;y:1f,_t_. t '.I.!,,_),.U i . .J~i:J ... I" I II 

:;:.-c.'.":r~ J:'.~;L~~., .C~U£ 1'.'::_'1 ~)_~. Lt t --".0..0. J.~'.~;~~ . 
(7)Jid. 'J'II!' JjlldL~t.:iOlj 011 U!!,: dll"jUilt 01 taxff:, ,~r: 

':: 1 a r i t j f· d :l II tI d t: f: f~ C t. ion, i., i II t. (: n d e (1 t (. 1 f';:. vet, h e pre PC}' t Y 
it! T 1 a i. 13t1l and v dIu a t i (\ n III t; t:I; (: d c· J u 9 Y I) f tl If . d e p;:o: till e n t () 1 
rf.:·Ve.nu€ intAct. D{·t€-rldnation:: of county (;!LHHdfiC:cltjolll', 
!.; cd it 1." i f~ F. (, t 10(' a 1. g {I V (~ 1: n tTl e n t (I t t i. G (, r Eo, and a 11 (\ ttl (:}- lin, t. t r: 1 S 

in wld(~h tnt a] taxctt)le valuati<..rt if; bn integr.:d cotlll;\.lrl~lit £'11',. 

l,.pt r.dtt::ct~d uy 15'H~"H~1 and 1~\-lO-'402 e)".'(~f't for t.}"'·, IJEC 1'1 
t<.n:,dde valuL"lt}('li in fixing 1.,'1>: It'vif.'~:. lr, ti>:in9 L'I;': l~'vj(:::, 

t Ii E t fU: i n 4 un j t s (> t 10 C' a 1 ';) 0 V f:; 1 n III ".: lJt4;.. y ant i <..: i p;:. t c t b (. 
d I; f i. c j en c yin p:' \1(~ n U f t, r f: ~> IJ 1 tin:;.! fro III t h €; t .:u; 1 iIId t. ~ t j i) h f-~ j n 
1 5· 10·- 4 () 1 and 1 5 - Hi'~ 402, H h 11 e U 11 del Btu n (1:1. rlCJ tt I., t 1 f.' ;'Ft r d 1 IC' t: f; 

~J f the H til 0 U Jl 1. 0 l' kld. 11 ~; 1 ("v j €: d, H tc:nq; d Y ~ l' • [: 1 j iI b j Ii t Y fll a y .. !) t 
€~~cecd the oollal ,illlOunt due in e·,',ch C.i-..:jnq lndt fell the. l::'f.'.{­

t <1 A yo (~ d r .1.._ () L.. .. J.!lL. J_? 21-._t:.i!.)!-Y..!li1!. __ J. L.1!_E~'-'Li:! . .L~§~~.! .~ll... J'~J.I .. U.Y.c! ILt .. _ .t.,..:::, 
L'i.:l_ll.1_h.hg.J~ ... ;:.gJ.LJ;:,gJI.!J2JLt~~.. un 1 (~ f.":; the t El}; i Ii 9 U II j 1. ':,; L n}: d b J ( 
v.::tluaticifl d(:cn~t:'If'ee IJY ~~l, OJ Jlhif(' trOll. Lt.\"; 1-1'·~-vi'.->-t\tJ .t~:~!f; tq;': 

y+;. d r .t_ • .<2.L.tb.f ... J :~.'i..L.L~1...?:.~.Y.f:§!L_} . .t. __ ,~_.t!:y.~J~!~~,t9.n.L~1 .. U:.d.;:Hlt: .. _ !.~~ .. L~·~: .. ? " 
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1J.J __ lLSt..LJ1£~.!L.£Q!l1l~.L~..t~_~i. :If ('{ texlng Uld t' s t;-,t:;n':lbl e val uation 
d t' C r (-, i:if: e c by 5 'f. 0 r. me- H' fro m the f-C ~-v-:i:t,.u"!':' 12 fl..!i. Unr ye iU J .• __ S£.!. 
!. !J.f __ 12.~ 1_~. ?! L~_ .. .1'.!s_!!I _~_L_ .~L..ls:"'~5!l:l a ~i. 0 I~_ .£~! L~2l~~.!!_1o .. _t ~'-_1.2.:2:.1J .L.h.;:V:i 
bfd.i':JL£[~J!I.l:'Li?:1};d_, it may levy additiolHll mi1l::: to compensat'2 tor 
the dpcreased taxable valuation, but in no caoe may the ruill~ 
levied f.!xcced a number ealculated La equ-?11 the reV(~nUf: frOln 
pI"C'pert:y taX€f:l for t.he. 1986 1.a>: year.l_ .. Q.L ... Ul.lLJ.991 tax Y~Ul.!:._tt 
a...ti':.y'.QJ~J aJJ.!l.[i .. _l'.!J.1:f:!...!!~fI t_J~Q_!li.:~ 7 .- tLLll a ~.l?'§;'£lL_£. on!.!:'..} €J:§.9.J... ill ttl i:.l 
taxin~' unit . 

..ttl PQt the ['urpoB~_ot_thiJl.!:utJf·ecJ.;ion j") f P.I:91H ;rJ.'y . 
.!aL.l:ep~~cement reven\l~ ree€: ty.e_~ dF r:-,,~ iJl!.W:..§..~llLt rOI! .... £..e) eli 
tax RLoGeedt; LIi.._£.9nfd~!tred to bE revel}ue fro!! pro(?,ertL.1~h 

(8) The limitation on the amount of taxes levied does 
not apply to Lhe following levy ~r fpeeia) 8S0cssrnent 
C i'i t € Y 0 1 i € :3 I yJ h (~ t.li (') r 0 J n () t t _ h "y ~I 1 t: b .-'1 S (. don C (; In III i t III e n t r~ m Ci ,1 f2 

before or after approval of 15-10"401 nnd 1~-10-4021 

(a) rural jIDpr:ovem~nt diEtrict5; 
(b) Epecj~] improvement districts; 
{ C" } 1 c v J tHI 1-,1 edgHl f () r the r(;p;iYII!f~nt (,1 b\..HidI:' d 

i n d c· b t (~ d n f: S s, :i fA C J 1I d :1 r~ ';.1 t ()): inc rem C' n t bon d [; ; 
Id} city street ~ainLenance di~lrjct6; 
(c) tax inC'r€ltlent finaucing dil-it.rict:::; 
(f} Bat.JfJl:act,ioH of judglllcnt:s: &giJiru:t a tdx:ing unit; 
(g) el{,ctrie company f:tre(:t. light.iog af:f~er.f:ntt'ntf.;; ':Ifld 

(~) revolving fundE to ~uprort any categuriEs ~pecitjed 
in tldg J~\JI!t:(~{~tion (H). 

( ~d ']' II f) 1 j Il\ t t (d. ion Oil U I (, n 'Ii c· U Jl t 0 1 t,:-1;" u, 1.: vic d d 0 f~ C 

nc·t iSlI:PJ.,," ill [,i t8);)H9 unit jf UII.: votcu' j'l tl!,~ ta:i:iny unjt. 
d r p r () V (; ,'III :i n c u: ,,.: P. in til >; 1 i a h j 1 j t. Y 1 {I] ] (l H :111 q t't r I: f.~ (, J \I t it iii 
of tlHo. guvelninl,! body <d' tilt t..a~dllg uidt f'ont.djrdn'1: 

( d I cl f j 11 din'.) t It ,\ t 1 h f f f ,t r f· j"~:,, f ti <:' j ~- II t f Ii I \ '\ ' , i' 

;">(1 c q 1I ;) t... 1 y () p.~ 1 d t ';' t. I, , t:' ;,; i II 9 III I j t ,. :, " r'·: t.~ ] 1 ;) f J~; - 1 (" (~(. 1 
an~l l!;,· J 0· <1c!;~; 

(b) ,HI €},(:.1;wat:i.oll of tJ,(: n,-t1.UIT cf tiE: fiodllcjdJ 
(!ffi.~rgellc,' : 

(c) an f:1-3tiulC'1t.(: cd. til,: dIlIO,,"t ot funding ::hortLdl 
expected by the taxing unit) 

Cd, u statement that applicable fund LnlanccE ar~ 01 by 
tlH+ end of UII::' fi~::cal year Hi.}) t}(! d,,~plf':ted; 

(~ (! f:indlng t.hat. Ulf;:r(; aI~ hO a:lt(·l·ndt.iv.~ f'niJrc~·t:.d 

reVf:'HUCi 

it) a 1'.HIUtJlHHY of ttlf: alt(~rnatjvef~. thCit Ult.' qC·VC.Il)llq 

body of tlH; tcning Ullit. Ii a f!, cOflfdden:dj ond 
(g) a f.:tc\1(-meHt of the raf:f~cl tor t.h(:' j Ilcn::,I::('t:l rf:VU!lll, 

<.'" n d h 0 \II i. t \, i 11 bell :3 IS d . 
flO) Ttlt! liJllitdti('1I on tlH; fHItOlmt of t.axer; levi(~d <j·)(-t: 

not nl:-ply t() V'vjE~~ H:quired to 5ddrf:'Ef: tlH: funrjjlH;i 01 ll:li • .:i. 
o f I: IJ t f I?: 1 j n got J II h ct b 1. tan t B C a u til:. d b Y f a llli n e. c (> n 1 1 ct H nit i () JJ , 

or ol..llf:Y pl1bljc c~lmllity. (Tf;rmtnatu:: Deef.'(\dlf:![ .31, 1?(;<'···· Sf-;(', 



(" Ch. (}!;;4 t L. 19i3'J.} .... 

6l. f'EI~F~ .1 Sf:) I 1111(;' H. 
fj t r ike: " (' X_I].f2.E.!. .. 
Inr:(rt: "i.ncludinq" 

(, 2. P f:t 9 E; 150, 1. j fI e 9. 
Following: II t-~~ .. L~Jl.~S~ I." 
Inncrt, "and fees P 

63. Page 151. 
Following: line G 

SEN II 'l'Fl CUHtU 'lorna:; ON 'l'l\}" 1\'1'1 0 H # S 1I 4 (, '? 
Pd'j(: 11 ('1 13 

Insertt "St?,ction 140. 5ecti\.111 61·'3-~:.02, Hel'., is itmended to n~fld; 
-61·3···!)01. Salt·r; tax Oli ne\i l!-!otOl vehjclef~ ... e'JI<:Itl·,tionn. 
(1) 10 corarddcli.1tion (:.{ the l-:iglit t () Uta: ttl(' IdqllV;(\Y~' (d Oi(' 
~;ti3t.f.;, there is lmpOfH)d a tax upon all S:'11 U:. (If 11I,\v ",lIt,:·], 
vt'hic](::" exc]udillg trl1:l1eIT, t:H:'OII:jtrflilclf;, 2nd tW\1tef.lniJ f3r::! 
for "'ihid. a lleeof.'(' i:: sou.ght ahd '::!Ii oligJlldl app]j('.H.iuli fvl 

t i l.l e :i:-: If! a d f:. 'I' h t: t a x :::: h ~'" lIb e p cd d by til e p \.It d I£d; e r \-1 Ii f fI h (­
ap p) if;' F 1 (H h i f, 0 r j 9 i JH:l 1 HI) II tal) 8 1. i C' eli::: (; t, II r c' u yilt it '-' (' 0 u n t y 
trcitf;:UIE:l' • 

( :~ ) £':r,{.""1::"l',-4.'--i1 e4-,t-trv b:-l~..:l-i-ft -e-ulme-,;"1::-i-(rtt"-- -{ 4 +-;" 4:h~ Tl!.f! _ ;. cd €- r 
t.3 X 'S~+-!---b-e'r-

+'fI'1'--'++~; 11:-. .13_ (.. f t h t:. f .. 0 , b. 1 act. 0 r y 1 it' t P 1 icc U J f, (> • lJ . 
po rt ... cd - f n try 1.i t: t I: r i ce-;--di!'t :i-nff·-t.-h-e-f-i·'!·f-t--·-tjtH1'H.+l---f,:f -4·h-i','--y .... 'tt-r 

t7}-.- f ryi-·-~--l ~.d·M:+e-t-i-'t-f!·;?-~4·(,,-{1·-(rt:h·et-·+~ t-bh--i'-t-~~,~1·t:'·h.:l1:!-1 .. -'i·~f-· -..;:,t 
e-tt l-H-t·d::r-t"~'tif't'i"+.--e,:t,·· 

+b-+-----1---+~, ?--$,H +'---·~ .. f·-·-t-h~ ···14 ~ -t---'i--)' -1.'~- --- ';;~1.1 t-4 i1~1··-tht·--f'~o.~-·f)n·~ 
-Ef-tf cid·+-.:---t;.---o f --\' .. f·H:-· -:y ..:-<) 1"--;--

-f";'j- · .. ·~,.;-4-,"t+1- ·Fi:·-·.,.~-tt-:f+ft,t· -t {1-<::-'-t-h+i .. d·-~fl::+4"f·t-i':·j---r'·j · .. +h~~-,!,~'1.·1 :-. 

f·Aj--· .. ·;;-/ ,'* .. ,,·f .• -j;'.~+ ti h-g 1- ht--·+-<::-u .. tit -.(i~.-t·'.T}t ~i· •. ,;{. p,.-:- ----r':'" 1 

i .~+ .. --+1--·4;:! 1':----<tIl·Ctttt.i-t't't":-t. -1j·t·~·t-'""t:rt··-·ifftt·IJ· tt·-":-1.· '-+-:'I.j -J -t". '--4:"/".' ··-f'ltl-11·J·:· h 
t -hi:·~·+-;,-tt·A,-;--~-;:"t'(~+ 't'-x-y-··+:i-·~{·"it1 +t:!'t---{:1i.:-·--f--;-'6'·~-h-;-···f'~:.·:t ·1- ...... -:- f---.c.'i,t-I-'l"'" J j f.'·1 
t -1 -i~+:-. ;---H7.:-·--tt~"i:i;1' 'bll+:-11-4'::-'11l'O"Y-' -ttt.-f'·--J+tih- J-iMi~~l..,,.-t .j ~:,~, - ·1·tf:·4-f.-:.---

'{4+-·-If!-ht .. --t1~''i'--ett':r·--f}·rrl-+::,-€-··+·Ct:-;--(->11·-'veh4·e:;+---f.: .. ·-t"tth-:tt .. ~--t·t)"-·+"-h~ 
t· .. t f,~·\>'·it·i+.rlTrr--"t.'t-f·+l--a·-3·1-·3·- ·HH:-ry·H<jh·-";;"l-3--·J.'11S--.t-:"'-~1 ~4 "+J- 4: h~·-f--:+.r. b-: 
·h,e .. t:"':>-i'-y--"l-1·~t------v-H-e-r.--~t ._--f-;-6- .. h·...---p ... :<rf .t.: -.: .. -{-t t1+'t''Y'- ··}-·i-e4:--· -rl-}-<:'''::' 

~~'1-d.t ,1l-+--t'tl .. ·t;t-f~"·f.4,~·-tn-&ftth·4-t't-\-Vh-i-e·h·-t~- ih~-\1"-\'th-j t: J ~,·-4--f··-1:'iH:·~'!hi'tf-i· ~ . 

i-5·tlJJ. rl'he JH'oceBd~, froN this tax ::;tlcJl hI-:- l(,lldtU,·d t(' 
the :~ 1.. cl t. (' t. I (, a f'ln (~ reV e J: Y 3 (~ day s f 0 1. C Ted i t !:l.f-=--ts.'-.l1..<?.vX.l.. 

12.J .. __ 3;~ . .!..?\'. 1..0 th€ statf;; htqhvay <F.'count uf t.ire f::t2<tf: 

spec inl reventH! fund .... __ tl.!lrt 
ipL.~) 7,.J'J:._ t () .Jli..!L.fLnJ..s t> t.~!;---ill'!g . ..ltLLJ· cl'.:LiH;.S~E:lU.1.L.Q~}EL~ j I.J (:.tl 

1lLll f?: C t. j (Ill 7 2_1. 
-(+11.4J_ ThE new vehicle if not f.\lbject to ~lfly otllfr 

a lC r: f;' f1!': ~u t~ n t • fee j 1\ 1 j C tI Q f. t a x • 0 r t i:i X d uri n ~~ til '..: C i:d (. II 0:11 
y t; d 1 1 n w hie h t h (' <> r j gin a 1 <i P P 1 i (' a U 0 Ii f. (; r t~ j tIl: j S lHH.1 ,: • 

·Ff . LU ... 1. (ZI) '1' tt ear p Jj nm t f (t r {! d 9 j n all (~ ~;d f; t I at i {·I, 0 f 

G D II t:i II Ii f~ d 
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.:<ny new and unuf;ed motor VE:',hlcl'J, or. i'::; tll2H motu}' veld cle 
furnir:hed If:ithout Ghalge by a d€alEr to [s ndlOol d.igtrict for 
use as a traffic educ8tion motol vehicle by a school district 
ope r at.i f)g a :;t ate - approved tT af f i c c:duca ti on program \d th j 11 

the ::;1.a te t Hhe the 1: 0 r not prE. v j (IUS 1 y U. cellS€: d or. ti tl ed to the 
:::cho01 district (except (~ UtobJle home as defined tn 1 S·l·· 
101(1}), acquired by original cont1'8ct after January 1 of any 
year, if! required, "thent:vt::r th€ v('hiclf:> han Jlot bt.oen othen>]j r.:e 
assessed, to pay the motor vehjcle saleE tax pLovided by thi~ 
section irrespective of whether the vehicle was in the state 
of Hontana on January 1 of the year. 

(b) No Rlotor vehicle Iflay be registered or Ijc~nsed under 
the provisions of this subsection unless the application for 
registration is accompanied by a Dtatement of origin to be 
furnished by the d(,;aler sf!lling the vetdcle, ~hO\4i.in9 that. Ui€' 
vehicle haG not previou~ly been registered or owned, except 
Sf.; OUlfH~liee provided hele1.n, by any pt:n'f.:;on, fJrHI, 
conJorat.iOfi, 01' associatjon that .if' not a n('w tJ(ltor veldclf: 
de 0 Jet II () 1 d i IV:! <I f ran chi 6 € old i p t rib u t j un <.1 9 f€: (; Jil (. n t f r I) Ii! a 
new car ruanufacturer, distributor, or iwporteT. 

+&11£1.. (<:i) Hoto} vehiclHJ or:trat.ing E'};ClUisin:ly 101 
tranf.:portat i on of P(:TCOJl(: f(ll llil e \d Udn t.hf: ] ind tt\ (It. 
incorporated cltle~;. or. tOHI1::; &Hd ¥JJtldn 15 lllj}ef' horu r'uch 
limits are exempt frow £ubsection (1). 

(h) Hot,e,)' vdd c h~~; tHought 0) d r i vert j n t.) Bon tand hy a 
no'nre:,;ident, Iltiqratol'Y, bl'f!cl fjd{: o~ll'jcU]tlJicd \/cdKcr 
t'.,liwoJ:ariJy €mploYf;fl ill t1gli#~ultuldl \,'orl; jn thJc st.ote \;)"'1'(: 

th(1t~£' ruoto!' v€hie]{,r C:ll~(' lI:ct~d (:~.(·luf:ivf:·ly fur tJi\f,rpOl"tdt i(;n 
of 1'l91jCl1]tlHdJ '';OlJ'.t:~rf~ tilt;' "l1so f;}:(:llq:t. trulfl !:uIJ;';(·ctiC>l! (j), 

( ,~ ) V ,_.) d c- J e f; 1. r' H f \J 11 y d j f' I' 1 CI y J Ii 9 <1 ] i (: (. f!:: f~ ddt. <. J i 1 • fe: 

p .1 ;~ t ( a;',: p t Q vi d (c' d j II (, 1 _. 4 - J P,?- F. I (. ~"f III r 1 f r n I:: ::; U b ~> ( ,~t .f " II {1 1 
\-;llon lii(·\'''!HJ tn (.J frill;, c. rh;d·.r ': I'] Ll<:' ,.; 1:1I::.!!!<;:· \il",;, 

unl0.:Hir·d or }(l<,#ded llitll d(cCi}oc'l'f rIe'p'.It)' Cordv, "Ifld .Jr, 11,~ 

CiH',(: of v,,·ldelt.-:'$ t'dviny f.I iJl('~:~ loaded \-:"i',JIJt of l(f~:: U)i:111 
24,00<iJ pounds, ,,;hiJ1'; btjn9 delllonr-;tr.]t •. d jlJ t"t~ (,OUI:~e j~1' u.~· 
.j (' d J E' r 's b 1.15 i fI e f~ S ..... 

(.1. ray€: Ed. Ii HE: U;. 
Following, ~rfttec~ 

lnFerL: Mand credjts" 

E· !). P a 9 .~ 1 5 1, 1 i tt e 1 G • 
St rike l .. refltr'i(~tjon on ihCr-t:BsJng" 
1 f1IH:Tt: "ye stl it; t j OHS" 

follm·dngl ..... 
Jnn'lt: "(1)" 

i 

Ia.".· i 

I 
I 
I 
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6(,. i'<ag(: 151. 
Following: li00 18 
Insert: h{2) The income tax credit for sales tHX paid provided in 

[section 71) may be decreased only if the decrease 1s app[ov~d 
by the electorate." 

67. Paye 158, lin~B 4 through 7. 
Strike~ subnection (5) in its entirety 

68. Page 158. 
Following, line 8 
Strike: lines 9 throuqh 12 in th(dr entirety 
Ins€:rt~ "(1) If tthi~3 [let) is approved at t:he election held 

pursuant to (section 152) and Sen~te Bill No. 287 is PA~E~d 
and approved, Senate Bill No. 787 jn void. 

(2) It either Sf:!nate Bill No. 463 or BOtHH:: Bill No. 664 
is not paBf,;ed and Cll'pJ'oved, fiO referendufu may be held on Ittdf.~ 
act) and lthis act) is void." 

(; :? Pi, 9 t:; 1 5 9 • 
Following: line 15 
Jnsel'f.; "NEW fl!:~CTlg_H. SeetiN. Hit. Dpecial inBtruction to ende 

CO~l!iSfdoner-. 'J'tle C0{l(; c()l1lud~sionEcl- ir in!:7truct(~d t.o llul,e' 
the. nec£sf'ary chEtngef~ t:o l..h~! lnter-nal I'1';telenf~€r; ('clOf;f.:oIJ lJy 
the add j t. j (Ill 0 fan y ~ (: G 1 i ('I II to I t hie (-\ c t. 1 0 r Ut f~ d {. ] '; t j 0 Ii (. f 
any se·et ion f 1 Nt: r Ud S 09('1. J • ., 

II~' / 
J/ Jill7 
/;~ 51 

<~~}~'''''f'II",q '~'.(. t,.I,., . 
.. ~ \.. . t ~ _, <:i ..... ' • ~ ~ (.. 



SUMMftftY OF SECTIONS OF SENATE SftLES TltH BILL 

SEN,~TE TAXATION 
EXHIBIT r\O._ I pi 
DATE- ~i/( 7,1si 

BJLl NO_ ,-5/1;1h f , 

Administration of sales taM: Sections 1 though 68 

Low Income credits: Sections 69 though 13 

Allocation of sales taM reuenue: Sections 14 though 75 

Property taH replacement for classification system reform: Section 16 

Amendments to bonding and other lows relating to reduced taHable 
ualue of IOt81 gouernments: Settions 17 though 99 

Amendments to property tOM classification laws: Sections 100 through 
113 

Amendments to sthoollaws to eliminate teacher's retirement leuy: 
Sections 114 through 125 and 134 

Amendments to prouide that portion of sales taM reuenue Is used for 
sthool equalization: Sections 126 through 131 

Rmendments to prouide that portion of sales tOH reuenue Is used for 
community colleges and uo-tech centers: Sections 132 & 133 

Amendments to proulde that gross receipts of certain non-profit 
societies under Title 33-7-407 are taMable: Section 135 

Requires a lIote of people or 2/3 LJote of legislature to increase 
property classification rates: Section 137 

Requires a uote of the people to Increase sales taM rate: Section 138 

Prouldes for City, Town 6' County block grant with half to be used to 
reduce general fund leuy and half to be used at discretion of local 
gouemment: Section 139 through 146 

Prouldes Nouember 7, 1989 spetlal election to uote on sales tOH and 
prouides format for ballot: Sections 147 & 148 

Repealers, codification instructions, rule making, seuerability, s8ulng 
clouse, effectlue dotes: Sectl;ons 149 to 156 

. , r " I 



'7?-' / 
SE!~ATE ThXATION 

EXH:SIT t·:o. I f' ?L 
DATE ;, ~//t7 ~/gl 

Senate 8111 469 
Educatlon and Tax Reform Act of 1989 

Senator Crippen and Representative Bradley 
Chief Sponsors 

BILL NO .5/1 '141 

A Tax Reform Package: This measure is proposed as only one part of a 
comprehensive tax reform package. It is critical that tax issues be 
considered in their entirety rather than a piecemeal fashion. 

.. ... 

The Proposed SaJes Tax Base: (a) All sales of goods and services (except 
goods and services specifically exempt), and goods to be resold in the 
regular course of business). This is the retail tax base. (b) All goods 
purchased elsewhere and brought 1nto the State for use (except gOOds 
specifically exempt, goods to be resold in the regular course of business, 
and other specific personal items). This is the use tax base. 

The Tax Rate: Four (4) percent of sale value. 

Exempted Goods and 3ervlces: The proposal keeps the tax base very broad 
in order to keep t~le rate low, rtave a high and stable revenue yield, and to 
keep administrative expensives low. 

Sales tax laws are always subject to changes in the goods and services 
exempted. For example, the Minnesota law exempts many commonly 
purchased consumer goodS. Its revenue yield is low and quite variable 
from year to year, and it is expensive for bUSinesses and the state to 
administer for that reason. 

The only items specifically exempted in the proposal are: 

Food--only that Qual1fy1ng for food stamp purchases. 
Medical services--lncluding doctors and health services. 
Prescription items and services--including therapy and prostheses. 
Interstate transportation services. 
Motor fuels (already heavily taxed). 
Advertising services. 
Hotels and other lodging (already taxed at 4%). 
Wages. 
Dividends and interest, and Insurance premiums. 



SENATE TAXATION 
EXHIBIT NO. I p 3 
DATE.)V~.L.k9 
BU NO._ Sd 96 9 

i 

The fIrst 2 1/2 percent of the sales tax on new motor vehicles. <The 
excise tax is already 1 1/2%, and therefore the total tax wi 11 equal 4 ~n 
Used cars are not taxed. 

Insurance, real estate, and stock and bond commissions. 
Agricultural products. 
Uvestock feeding supplles. 
011, gas, and mineral interests. 
Vehicles on which the tax has already been paid once or goods purchased 
prior to this law. 

Occasional Sales--such as yard sales or disposal auctions. 
Personal effects of people movIng Into the state. 
Sales to Federal (and Tribal) agents--following Federal Statutes. 

Additional exempt "transactions": The sales tax is designed to tax only 
final goods. Purchases of manufacturing supplies, for example, are exempt 
transactions. <These components of the good are taxed only when the 
finished good is sold). 

To QUalify for "c.:ductible transactions", bU51ness must QPply to the State 
and meet standards for receiving a "deduction certificate." The certificate 
must be presented W!"ien buying qoods as "deductible transactions." 

RE>ducing tIle bur(Jen on low incomE' ri l)usello1ds: Each person In a low 
inc'Ane IIOUSE-hold vlould be el igible to receive a rebate of up to $100 each 
year. The rE'bate will be taken as an inco;'ne tax credit upon filing State 
income tax forms. The amount at' the rebate decreases as househo Id 
income increases, and reaches zero for household incomes above $20)000. 
(Household jncome includes all income sources). 

A minority proposal, not accepted would exempt food only for the first 
year, and start a liberal rebate program before good items became taxed at 
the beginning of the second year. A two-thirds vote by each legislative 
chamber would have been required to lower the rebate amounts in order to 
guarantee it for future years. The intent the minority proposal is to 
capture the tax revenue on high-priced food items purchased by the 
well-to-do. The tax base would be kept broad and stable, and the problems 
of low income people would be addressed directly with the resulting 
rebate. These features would make the sales tax more progressive. 



I 

SnrJE nXATION 
EXHiBIT NO, / p/j 

. 
DATE 3/-? Z/J"~ , 

DIstrIbutIon Bill NO., is,/5 ~ (J 
I 

The Sales Tax Revenue and DlstrlbutlQo~ AssumIng the above exemptIons 
and a tax rate o~ four percent, the $285 Million In revenue would be 
distrIbuted as follows: 

% of % of 
MIllion B~v~nu~ 8vallabl~ 

Revenue 4% at 7 t Million 
per 1 % tax = $285 100.% 

Less estlmated 
low income rebates i2.a 2Jl 

Available for al1ocaUon $257 90.1 

less estImate of revenue 
needed to reduce resIdential, 
personal and commercial 
propert.y tax classification 
rates to 3.5% $hl 2l5. 

Remainder available 
for approprlat1on $190 66.6~ 100." 

Public Education $100 35.0% 53.% 

HIgher Education Inc ludlng 
unIversity system, vo-tech, 
community colleges $28 9.8% 15.% 

CIty, Town and County 
Governments 

Mill reduction $10 3.5% 5.s% 
New revenue $10 3.5% 5.5% 

RemaInder to State General 
Fund $42 14.4 21.% 
(percents rounded) 



(~:r; " ... ," "'X'\TION 

DistrIbution Uir ['ii ;;0 ! f ,,':) 
DATE 3/37/'{9 

I ) I 

BiU NO.. 56 -)4 7 
Prooerty Tax Relief: Of the $257 million raised by the Sales taxes after 
deduction of the low Income rebates, $177 million or 68% Is allocated to 
three types of property tax re lief: 

$ 67. million to reduce reSidential, personal and commercial 
property tax classif Icatlon rates to 3.5% 

$100. for public education to reduce local school property taxes 

$ 10. to reduce cl ty and county mill levies 

$177. Total property tax reductions 

The property tax relief provided follows several guidelines. 

I. Take no property from the tax rolls. 

2. The property tax problem is one of Inequity among the various 
classes that has been created through the years. Address that 
inequity by making most taxable values the same. 

3. DistrIbute replacement revenue for lost property tax revenue to 
local governments on a dollar for dollar basis--one dollar from the 
Sales Tax Fund for every dollar decrease in property taxes for each 
local government entity. 

The proposed property tax revisions would reduce the Inequities In the 
current system and would produce property tax relief that encourages 
economic development. 

Thirteen old property classes would be collapsed Into one new class seven. 
The new class seven would now have' a taxable value of 3.5 percent. 
Revenues from property taxable rates of railroad and airline property 
would decHne to the weighted average of all commercial property In 
Montana. (The effect of that reductIon Is not included In these 
calculations). A reduction of $47,006,000 per year would accrue to 
owners of personal property. Owners of real property would receive a 
reduction of $15,817,000 per year. Mobile Home owners would benefit by 
$421,000 a year. Prope~ty taxes would Increase only sl tghtly for new 
industry, coops, and I-acre farmsteads and Improvements. 
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The $100 mll110n allocated for educat10n would provide substant1al 
property tax rellef and provide a nonproperty tax revenue source for 
equal izing school funding under the LobJe deciSion. The mandatory county 
mi 11 levy for teacher retirement will be repealed, and the retirement 
program will be assumed by the State Education Foundation Program. This 
would require approximately $50 million The remaining $50 million would 
be distributed according the the foundation program established by the 
legislature. 

The 10 mill ion for reduction of city and county mi 11 levies would be 
distribute to according to a block grant formula based on population and 
tax effort. This would provide for approximately a 6% decrease in City, 
town, and county mill levies. The cities, towns and counties would 
receive another $10 mil lion block grant that could be used to further 
reduce m1l1 levies or the second $10 could be used as new revenue to 
finance pub} ic services. 

HiQher EduC3tiQf): The prop0sal Jllocates $23 million Tor higher education 
includIng tl!e university system, cornrnun1t.y colleges and vo-tech centers. 
The revenue would be appropriated by trie le~islature to the individual 
institutions. T~le $28 million be approximately a 9% lncrease in present 
funding for these lnst itutiof,S. 

State General Fund: RecogniZing the antiCipated short fall in the st3te 
general fund, the proposal allocates the remainder or approximate ly $41 

milllon to the state general fund. The funds allocated to the university 
system and the foundation are also indirect rellef for the general fund. 

A VOTE OF THE PEOPLE: Legislators have been threatened that any sales 
tax measure will face a "suspension" initiative challenge. With Signatures 
from 15 percent of the voters tn the State, any legislation is suspended, 
pending a vote by the electorate. A suspension means that all planning, 
initiation, hiring of personnel or other activity associated with the 
legislation ceases. Therefore, this sales tax measure is to be submitted 
to a vote of the general electorate on June 13, 1989, following the 
adjournment of the legislature. Furthermore, a vote of the electorate 
would be required each time a further raise in the rate is proposed. 
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Proposed Low Income Sales Tax Rebate 

Each person In a Jow Income household would be eltgible to receive a 
rebate of sales tax payments of up to $100 each year. The rebate will be 
taken as an state income tax credit. The amount of the rebate per person 
depends on totaJ household Income. For purposes of determining the 
rebate, household Income includes al1 Income, whether It Is taxable or not 
on State and FederaJ forms. The following schedule Illustrates the amount 
of rebate proposed: 

$ 0 - i2,999 
13,000 - 14,999 
15,000 - 19,999 

$100 
50 
20 

It is ossumed thot the totol eJmount of soles tax paid by 0 family with on 
income at the poverty level wi 11 be rebated onO that other low income 
fF.lmlJies 'NiH receW8 ~ portlol rebote. For gross househoid income the 
poverty ievel for 0 fomlly of Hrree '('.'ouid be ODout 12,000. 

Gross household income includes'copitol goins, ijllmony, child support, 
public assistance .. iife insurance end endowment controcts, SOC10J 

securitl~, end pensions. 

; 
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All 
iii Consumers 

======== 
Household 

irIIl Income: S24,578 

Taxatlle .. Expenoltures: S12,185 

Sales Tax: .. Sales Tax 487.38 
Credl.ts 69.56 

--------
ill Tax (;nange 417.82 

Ave. Hfect.lve .. Sales Tax Rate 
(Sales Tax/Income) 1.98S 
NGTSJlfl-41 rlltye/ ,.,&w.c 1·70 

Ave • Market. .. Value of Home: $59,346 

Property Tax 
lilt foer riousenold: 

Homeowners 

... Current law 455.44 
Proposed law 330.33 

-------- --------
Tax Change (125.1.1) 

Net Tax Change 
f'er Housenold: $292.70 

... 

• 

EFFECTS OF HB747 
-----ALL HOUSEHOLDS----­

(by 1984 Income Grouplngs) 

Less $5,000 S10,000 S15,000 
Than to To . ~ 

~o 

$5,000 59,999 514,999 S19,999 
======== ======== ======== ======== 

$1,'783 $7,288 $12,427 517,343 

$6,792 $6,435 $8,291 39,979 

271.68 257.42 331. 66 399.17 
200.00 210.00 179.40 62.50 

71.oa 41.42 152.26 336.67 

S£N~TE lAAATION c 
I p. I 

EXHIBI1 NO. I 1 
DATE .0PZ/S 
BILL NO. 56 (liz g 

$20,000 $30,000 s40,000 
, . 
~o To And 

$29,999 $39,999 Over 
-------- ======== ===:==== --------

$24,608 $34,417 sbl,:G31 

512,250 515,452 $24,371 

489.'39 618.08 974.84 
0 0 0 

,<89.99 618.08 974.84 

15.24% 3.53% 2.671 2.30% 1.99% 1.80% 1.59S 
'1.~" D.~ 1.7..3 /. '1;- /. f/q ,.,t> /.5'17-

540,&65 $40,665 .$40,865 542,407 544,720 s60,912 $101,776 

220.15 259.09 262.99 297.16 355.98 566.13 1,(J42.92 
163.62 190.22 192.88 216.72 257.65 406.44 "145.36 

-------- -------- -------- -------- -------- -------- --------
(56.53) \6d.87) (70.11 ) (80.44) (98.33) <159.69) <297.55) 

$15.15 ($21.45) ;;:82.15 $256.23 $391. 66 $458.40 $677.29 



.. ..:.: >-:~TE:.S USED :~ DERIVING :iB747 INCIDENCE IMPACTS: 

.. :1,;3enold 

. ::~..ll 

=-::tienol. tures: 

. :::,aole 
:.::::,enOl.1:ures: 

., 'J~. ':'l.ze of 
:: :'Jsenold: 

: 'lr~et. Value 
::: ::ome: 

,,"e. ;;'Cl.LeS 

:"x '''::reol.t.: 

All 
Consumers 
======== 

z24,S73 

$23,301 

$12,185 

~.O 

$5S1,.346 

$27 

Less 
Than 

$5,000 
======== 

£; 1, ','\33 

$12,850 

$6,'192 

... 

$40,665 

$100 

$5,000 S10,000 
to To 

$9,999 $14,999 
======== ======== 

.;:7,260 .n2, ·12.7 

$12,835 $16,367 

Sb,435 $8,291 

2.1 2.3 

$40,865 $40,865 

S100 $78 

SEN,~TE TAXATION 
... ~ ... 

EXH'SIT NO. I Ie Je 
.' J e DAT~E _--,>~3io'-/""::~.l.-.7t..-,L-I.(~f r--

Bt lL-N 0., __ ' )s~/3~iIo:..6q __ ··--t~ 

J 
$15,000 $20,000 ';:30,000 $40,000 

To To To And I 
$19,999 s29,999 $39,999 Over 

-------- ======== -------- ---------------- _ ... _----- -------- i 
S17,343 ,:;2'1,608 • ~J'" ~ ~ ..., 

.;. .... A.t,""lJ., .;61,231 

$19,422 $24,110 $29,227 $44,256 I 
:I 

$9,979 ';;12,250 ~lS,452 $24,371 I 

2.5 2.S 2.1 3.3 
it 
I 
y.y, 

$42,407 $44,120 $60,912 $101,776 ~i 

i 

$25 so so 

~% 

;·.ve. C:ffectl.ve 
.:.d.l.€S Tax t<ate 
~&l~s Tax/Income) 1. 98% 15.24% 3.53% 2.67% 2.30~ 1.99'X. 1.60" 1. 59%1 

"rool,)rt.~on oi 
.'1il ::ousenolcis: 1 0.042 0.12 0.151 0.142 0.228 0.142 O.175¥~ 

I 

i 



... 

l 
l 

)usellold 
"tncome: 

lilt 

-
ales Tax: 

Sales Tax 
Credits 

Tax Change 

, ?roperty Tax 
*Fer Household: 

nomeowners 
.. Curren~ law 

Proposed law 

.. '~ax Cnange 

Net Tax Change 
- ~er Housenold: 

EFFECTS OF HB747 
-----ALL HOUSEHOLDS----­

(by 1984 Income Groupings) 

Less 
All Than 

$5,000 
to 

$9,999 

S10,000 
To 

$14,999 

$15,000 
To 

S19,999 Consumers $~,OOO 
---------------- ======== ---------------- ======== ======== 

$20,000 
To 

$29,999 
======== 

SENATE TM;"T;~N 

EXH1BIT NO. / ri J 

DATE ~!~ fir, 9 
BilL NO. 3d cJb 9 

$30,000 
To 

$39,999 
:::::::: 

$40,000 
And 

Over 
======== 

$24,578 $1,783 $7,288 $12,427 $17,343 $24,608 $3',417 561,231 

487.38 
69.56 

417.&2 

455.44 
330.33 

:,,1. 68 
200.00 

71.68 

220.15 
163.62 

257.42 
210.00 

47.42 

259.09 
190.22 

331.66 
179.40 

152.26 

262.99 
192 .88 

399.17 
62.50 

336.67 

297.16 
216.72 

489.99 618.08 
o 0 

489.99 618.08 

974.84 
o 

974.84 

355.98 
257.65 

566.13 1,042.92 
406.44 745.36 

(125.11) (56.53) (68.87) (70.11) (80.44) (98.33) (159.69) (297.55) 

e292.70 $15.15 ($21.45) $82.1S $256.23 $391.06 $458.40 $677.29 



Sales Tax: 

Sales Tax 
Crecilts 

--------
Tax Change 

Property Tax 
Per Housenold 

Homeowners 
Current law 
Proposed law 

Tax Change 

'-.jet Tax Change 
er Household: 

All 
Consumers 

EfFECTS OF HB747 
-----URBAN HOMEOWNERS----­
(by 1984 Income Groupings) 

Less $5,000 $10,000 $15,000 
Than to To To 

$5,000 $9,999 $14,999 $19,999 
======== ======:= ======== ======== ======== 

487.38 
69.5& 

417.82 

(333.6 mllla): 

764.20 
522.00 

271.68 
200.00 

-~:1. 68 

526.21 
359.44 

257.42 331. 66 
210.00 179.40 

47.42 152.26 

526.21 526.21 
359.44 359.44 

399.17 
62.50 

336.67 

546.07 
373.00 

SENf\T£ Tt\XATION / 

t
,IO 1 /~ ,L, 

EXHiBIT, . . ) r t 
DATF3/:x '7 u) 

$20,000 
To 

$29,999 
======== 

489.99 
0 

489.99 

575.86 
393.35 

BILL NO. S/i ~II) q I 

$30,000 
To 

.$39,999 
======== 

618.08 
0 

618.08 

.$40,000 
And 

Over 
======== 

974.84 
0 

974.84 

784.36 1,310.57 
535.77 895.21 

I 
i , 
j 

i 
(242.2U) (166.77) (166.77) (166.77) (173.07) (182.51) (248.59) (415.36) 

$175.62 ($95.09)($119.35> ($14.52) $163.60 $307.48 $369.50 ~S59.48 

i 
j 
II 
j 

i 
i 

I 
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-
-

l 
L 

11 iles Tax: 
fill 

Sales Tax 
i1 Credits 
Ii. --------
Tax Change 

liiIt)roperty Tax 
Fer Rent.er: 

, Homeowners 
.. Current law 

Proposed law 

.. Tax Change 

.. l~et Tax Change 
er Ho·usehold: 

EFFECTS OF HB747 
------URBAN RENTERS-----­

(by 1984 Income Grouplnas) 

Less 
All Than 

$5,000 
to 

$9,999 Consumers 35,000 
======== :::::::: ======== 

487.38 
69.56 

417.82 

271.68 257.42 
200.00 210.00 

-j'1.68 47.42 

$10,000 
To 

$14,999 
======== 

331. 66 
179.40 

152.26 

$15,000 
To 

$19,999 
----------------

399.17 
62.50 

336.67 

SENATE TAXATION 
EXHIBIT NO. I /J / ... 3 
DATLE _!:::::<--Q:..'-/.-.::::l2-,1-7-1-/:..:..g-,-1-:--­

BILL NO._--';,....<S~;ljL-' -L9I4."-2+?_-

$20,000 
To 

$29,999 
======== 

489.99 
o 

489.99 

$30,000 
To 

$39,999 
----------------

618.08 
o 

618.08 

$40,000 
And 

Over 
======== 

974.84 
a 

974.84 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

$417.82 $71.68 $47.42 3152.26 $336.67 $489.99 $616.08 ~974.84 



'::.lles Tax: 

:;alo?s Tax 
::reai ts 

Tax Change 

I 

i?roperty Tax 

::?FECTS JF ;':~i47 

-----~ARMSTEAD ~~'~ES----­

(by i. 964 Income I-:r=-'I~lr.'-:S) 

~ . .::ss " 

All Than ~o :~ 

, -, " .,.1 
....... I 

:' 

Scnsumers as,OOo ~~,~~~ 214,~~Q .::t";i, ~I;t~ 

:::::::: ======== :======: ::====== :::::::: 

.;a7.33 ... ...,., 
.~~ -. ~i : ~ .. ~ ':' . "7 ... 1 . - .- ':' -

6'.1.50 .~~)O .IJIJ '. : \) . ':: ') '"'.. .' • I .• 0.:" - ) 5;) 

417.82 71.68 ";7.42 :52.20;, 236.67 

;er rtousenoly (243.74 ~llls): 

:;omeown~rs 

l:llrI'ent 1 aw 
?ro~oseo law 

7ax Chanqe 

:~et Tax Chanae 
)er riousenola: 

':46.68 
379.08 

--------
,6'7.1'1) 

':>350.21 

W7. ~:1 
,~~l.U":: 

------_ .. 
(4t>.:5.1 

:':17.~~ :1)7.~3 :.19.18 
_::>1.0':; 261. U2 270.87 

-------- -------- --------
., ') • :>:; ) ''::0.):;) 1,~8.31) 

S£.N~'TE l~~~l\ON l'-j. 

EXt\lB~1i N,O'~Jr" .3 ~! 0 
Of\IE ~ 
BILL NO. 

SI '-

,~(), U(IO .;;30,000 .;;40,000 
To To And 

$29,999 $39,999 Over 
=-======= -------- ---------------- --------

·iB9.99 618.08 974.B4 
0 0 0 

489.99 618.08 974.84 

336.59 458.46 766.04 
285.65 389.07 650.10 

-------- -------- --------
(50.94) (r;9.J9> (115.94) 

j 

i 

I 
I 
I 
I , 
j 
I 
I 



.. 
-
.. 

Lies Tal<: 

L' ... ::0,; -s '7'_ •• i .....; ... ,.; .:. Clh. 

Cre':ll ts 

~ Tax Cnange , 
~roperty Tax 

?er nousehO.1.C 

.. iiomeowner s 
Current law 
~roposed law 

'fax Cnange 

.. ~et Tax Change 
-:r :iousenold: .. 

All 
Consumers 
======== 

487.38 
69.56 

417.82 

(250 m~lls): 

S?2.69 
429.52 

Ih.3.17) 

~274.64 

EFFECTS OF Ha747 
-----RURAL HOMEOWNERS----­
\by 1964 Income Croupinas) 

L.a'::s .$5.000 
Th:ln to 

3S,OOO $9,999 
-------- :::::::= --------

271.6.j .. ~~57. 42 
LOO.aO 210.00 

71.68 47.42 

394.35 394.35 
295.76 295.76 

:~lO,OOO 

To 
.$14,-:t99 

==:::=== 

. -, ". 
~..:. .... oo 
179.40 

152.26 

394.35 
Z95.76 

s15,000 
To 

$19.999 
======== 

399.17 
62.50 

336.67 

409.23 
306.92 

.$20,000 
To 

.;;29,999 
=======: 

tB9.99 
I) 

489.99 

431.55 
323.66 

SENATE TAXATION 
EXHrBIT r~o. , (J t2-

3/p? J)S-""" i __ 
BILL NO .. _--,y""",O L1 LJ//l 
DATE 

$30,000 
To 

$39,999 
=====:=: 

-:lS.u8 
0 

618.08 

sa7.S0 
440.85 

.-, 

~40,(jOO 

And 
0ver 

:::===== 

974.84 

982.14 
736.61 

(98.59> (:jt3.!)9) \98.59> (102.31) (l07.~9) (l46.95) (24S.54) j 

($26.90) (351.17) 853.67 $234.36 $382.10 ~471.13 $729.31 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 



SEN~JE TAXATION 

EXH:8IT NO. / PI / f::. 

DATE . ~/x,L)<S9' 
BIll NO._ . S/"1CJb (j 

Partial Listing of the Taxable Status of Goods and Services 

The following is a partial listing of the taxable status of goods and 
services included in a broad-bases sales tax. 

TAXABLE 

RET Al L TRADE 

Bulldlng materIals 
Mobile homes 
Packaged alcohoJ1c beverages 
Tobacco 
Nonprescription drugs & health 

and beauty aids 
Cars and Trucks 
Recreation vehicles 
Clothing and shoes 
Furniture and appliances 
Restaurant meals and drinks 
home heating fue 1 
Implements, machinery & equipment 

TAX EXEMPT 

GrocerIes (qual ifying for food 
stamps) 
Prescription drugs and eye 
glasses. 
Therapeutic and prosthetiC 
devices. 
motor fuels 

Note: No deduction allowed for trade in value 

SERVICES 

Personal services 
Laundry 
Beauty & barber shops 
Funeral servIces 

Business services 
Automotive repair & services 
Miscellaneous repair 
Amusement & recreation services 
Legal services 
Engineering, architecture and 

Surveying services 

Advert ls1ng 
Health services 
Hotels & other lodging 



Accounttng, audlt1ng and 
bookkeeping 

TRANSPORTATION. COMMUNICATION. PUBLIC UTILITIES 

SENATE TAXATION 

EXH~B!T NO. J f? I? 
DATE 13/d /l"rq 
Bill NO, 5611 1 

Transportat ion services 
(intrastate) 

Telephone serv ices 
Electric uti I ities 

Transportat1on services 
(interstate) 

Water & sewer services 

CONTRACT CONSTRUCTION 

FINANCE. INSURANCE. REAL ESTATE (FIRE) 

Bank serv i ce charges 
Real estate commissions 

Stockbroker commissions 

OTHER EXEMPTIONS AND DEDUCTIONS 

EXEMPTIONS 

Wages 

DivIdends & interest 

Insurance premiums 

Agricultural products (J ivestock, poultry} & crops) 
livestock feeding 
Isolated or occasional sale 
Oil, gas, or mineral interest 
Sales by government agenCies (if sell otherwise taxable item, 

that item is taxed) 
Personal effects brought into state 
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SILL NO. 56 96/ 
i 

RMENDMENTS to SB 469 

EDUCRTION RND TRH REFORM RCT OF 1989 

HOUSE TECHNICRL RMENDMENTS INCORPORRTED INTO SENRTE 
BILL RS INTRODUCED 

HOUSE SUBSTRNTlUE RMENDMENTS INCORPORRTED INTO 
SENRTE BILL RS INTRODUCED 

SUBSTRNTIUE RMENDMENTS RPPROUED BY HOUSE TRHRTION 
COMM IllEE RND RECOMMENDED BY SENRTOR Cft I PPEN 

NEW RMENDMENTS TO SENRTE BILL RECOMMENDED BY 
SENRTOR CRIPPEN 

RMENDMENTS CONSIDERED IN HOUSE RND NOT 
RECOMMENDED BY SENRTOR CRIPPEN 



_J 

PART 1 
HOUSE TECHNICAL AMENDMENTS INCORPORRTED INTO SENRTE Bill AS 
INTRODUCED 

1. Clarify the language relating to the exemption of wages. salary. 
and commission received by an employee from an employer; 

2. Clarify that the sales tax information submitted to the Department 
of Revenue must be on a form provided by the Department and 
that the tax be remitted at the same time as the tax return; 

3. Allow a retailer whose tax liability is less than $100 per month 
to file a quarterly return rather than a monthly return; 

4. Restructure the penalties for violating the provisions of the sales 
tax law; 

5. Do not include the face value of food stamps within the 
definition of "gross household income" in determining the credit 
allowed for sales tax paid; 

6. Clarify that the sale tax credit may be claimed only for the 
number of individuals in the household and require a person 
claiming a sales tax credit to submit the social security number 
of each person (except those under 2 years of age) for which a 
credit is being claimed; 

7. Eliminate the requirement for counties to m~intain two 
classification schemes for the reimbursement of property tax 
reductions; 

8. Change the base years for which property tax reductions will be 
reimbursed with sales tax revenues; 

1 



9. 

10. 

11. 

12. 

Sn:~TE r;x'~TION 

EXltBIT ~~O . /?.. P .. ':~) 
Clarify the reimbursement to counties for revenue lost to th~ATL ' -1'/-1' 7/8 9 
reclassification of unsecured personal property in the first ~l!atflQ.. .5/3 '761 
year of the tax reduction; 

Clarify that a pro rata share of property tax replacement 
revenues be distributed to conservation districts; 

Correct the multiplier representing 1 mill by changing the 
number from 0.0001 to 0.001. 

Correct the effective date of section 147 of the bill by changing 
"section 137" to "section 147" in section 152. 

2 



S[N ';T[ rX"J:ON 
" i./ 
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HO'UsEsUBSTANTIUE AMENDMENTS INCORPORATED INTO SENATE Bill aTE . ~/.;( z/s 9 
INTRODUCED Bill NO s6 £./61 

I The bill is to be referred to the electorate at a special election 
to be held June 13. 1989. 

The Subcommittee recommends that the date of the election be 
delayed until November 7. 1989. 

2 Revise the sales tax credit schedule as follows: Persons with a 
gross household income of: 

(a) less than $13.000 would receive a sales tax credit of 
$100 per household member; 

(b) at least $13.000 but less than $15.000 would receive a 
sales tax credit of $50 per household member; 

(c) at least $15.000 but less than $20.000 would receive a 
sales tax credit of $25 per household member. 

Persons with a gross household income of $20.00 or more 
would be ineligible for any sales tax credit. 

3 
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f.8.BI ill EXHIBIT NO. . .• 2 ,tl ....J,. 

SUBSTANTIVE AMENDMENTS RPPROVED III HOUSE TAHATION COMMITTEEat!!.!MD~~3"""--V_~,-,-Z",,-,/s,,,-··+)~_ 
RECOMMENDED n SENATOR eR I PPEN Bill NO_ .. ~g...;;.6..::.../ ___ 21 ...... 4'2 __ / 11---

1 . Under the bill, persons engaged in interstate and intrastate 
transportation by motor carrier are required to register as a 
retailer. 

The Subcommittee recommends that all persons engaged in 
interstate and intrastate transportation. including railroad and air 
transportation, be required to register as retailers. 

2. Under the bill. chemicals and reagents (a substance used in 
chemical activity) that are used in mining. milling. or processing 
are not taxable. 

The Subcommittee recommends that other substances that may 
not technically be a chemical or a reagent also be exempted 
from sales taxation. provided that the substances are used in 
mining. milling. or processing. 

3. Under the bill, numerous goods and services used by or in the 
"manufacturing" process are not subject to taxation. 

The Subcommittee recommends that the definition of 
"manufacturing" be clarified so that the processing of ores in a 
mill. smelter. refinery. or other reduction facility is treated as 
manufacturing. 

4 
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EXH18IT NO -~-IF'-~­

DAT __ ~~y..,~i..,.L-__ 

4 Under the bill. the sale of goods and services to personsB1LL NO. S.o sJ!;q 
engaged in manufacturing is not taxable if the goods or services 

5 

are an integral part of the product being manufactured. 

The Subcommittee recommends that the nontaxable status of the 
sale of goods and services to manufacturers be clarified to 
include the same sales to persons engaged in mining. 

Under the bill. medical services are not subject to taxation. 

The Subcommittee recommends that the definition of "medical 
services" include the services provided by a person licensed as 
a "mental health professional" or as a "chemical dependency 
counselor". 

6 The bill requires that any proposed increase in the rate of the 
sales tax be referred to the electorate. 

The Subcommittee recommends that any proposed decrease in 
the sales tax credit allowed under the bill similarly be referred 
to the electorate. 

5 
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1 Under the bill. the rental or lease of lodging facilities is not 
subject to taxation. 

The Subcommittee recommends that lodging facilities that are 
subject· to the existing accommodations tax also be subject to 
the sales tax. 

8 New motor vehicles are subject to a 1 112% "new car sales 
tax" under existing law. Revenue from the existing tax is 
allocated to the state highway account. Under HB 747, as 
introduced. a sales tax of 2 1/2% is imposed on the sale of 
new vehicles in addition to the existing 1 1/2% tax. 

The Subcommittee recommends that new vehicles be subject to 
the 4% sales tax (the same as sales of all other new personal 
property), that the tax be collected by the County Treasurer 
rather than by the dealer, and that the revenue from the sales 
tax on new vehicles be allocated as follows: 37.5% to the 
highway account and 62.5% to the sales tax and use tax 
account. 

9 Under the bill. sales of most services are subject to taxation as 
are sales of most goods. With respect to the construction of 
improvements to land. none of the material or services that are 
contracted or subcontracted for are taxable until the final sale of 
whatever is being constructed. The result is that the final sale 
of the construction project (exclusive of contractor profit) includes 
all of the materials and all of the services used to construct the 
project. It is only at the final sale of the construction project 
that the sales tax applies. 

The Subcommittee recommends that tor residential construction 
projects. only the materials used in the project be subject to the 
sales tax. For the purposes ot this recommendation, the 
Subcommittee further recommends that "residential construction" 
be limited to projects that include the construction of single­
family residences and duplexes. Therefore, a construction 
project of three or more units of living quarters for human 
habitation is not considered to be "residential construction" tor 
the purposes of the sales tax. 

6 
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EXHIBIT NO...-<; (i R 

DATE_1/~ .?/;.y' 
BILL NO._ <1/1 (/6 f 

Under the bill. the sale of newspapers. magazines. and other 
printed material is subject to taxation (unless it is part of 
interstate commerce, e.g .. a subscription to the New York 
Times). 

The Subcommittee recommends that all subscriptions to 
newspapers. magazines. and other printed material not be 
subject to sales taxation, but that over-the-counter sales and 
sales from newspaper machines be subject to the tax. 

11 Under the bill. the sale ot a good or service is generally 
taxable. Where the bill is silent on the taxability of a 
transaction, the presumption is that the tran~action is taxable. 

The Subcommittee recommends that "computer data base 
services" not be subject to taxation. The term "data base 
services" includes the identification, compilation. manipulation. 
organization, and delivery at information to be contained in or 
actually contained in a computer data base. 

12 The services provided by persons commonly referred to as 
"professionals" (except those in the medically related 
professions) are generally subject to the sales tax. 

The Subcommittee recommends that services provided by 
architects. engineers. surveyors. and other design professionals 
not be subject to taxation if the product developed is used 
exclusively out of Montana. 

7 



SENATE TAXATION 
EXHIBIT NO,_..-< {J (; 

O,HE_ ,V~ 'J,/r:'f 
fBBI J.Il BILL Ii 

T /-

~ AMENDMENTS Ii SENATE BILL RECOMMENDED n ~ENRTOR CRIPPEN NO._ 9/1 .:/){ _ 

1. Under the bill, a. amended by the House TaHation Commlttee, the 
sale of seruices to persons engaged in manufacturing 
and mining Is not taKable If the seruices are an 
integral part of the product being manufacture or mined. 

Recommend that the nontaHable stetu. of the sale of 
serulces be eHpanded to Include serulces to agricultural 
enterprises that are an integral part of agricultural production. 

2. Reduce the $20 million block grant program for Cities, town. and 
counties to $10 million and eliminate proulslon that require. half 
of the funds receiued be used to reduce the general fund mill 
leuy. 

3. Rmend rebate to proulde $90 per e"emptlon up to family 
incomes of $13,000. Eliminate rebates for famlles from $13,000 
to $20,000. The Increase standard deduction and eHemptlon on 
income taH In 58 463 compensates for the reduced rebate. 

4. Proulde that (I) Senate 8111463 Gouemor Stephen. Income TaH 
Reform as amended and (2) House 8111 664 (Altematlue Minimum 
TaH) will not become enectlue unle.s the .ale. taH bill 58 469 I. 
approued by the uoters. Rlso, 58469 will not be submitted to 
uoters unlets 5B 463 and H8664 are epproued by the leg'tleture 
and Gouernor. 

5. Pey uendors 3% of the .ale. taH up to annual limit of $ 1,200 ($ 1 
million In retail soles) a. on allowance for collecting the teles 
tOH. There Is no peyment to uendors under the bllles written. 
Cost estimated at $3 million 

6. Proulde that Income taH fund II reimbursed for the cost of the 
low income credits. 



SENATE T~XAT'O~.) ~) 
? f-, (L 

EXHIBIT NO. ". . i q 
DATE 1/37 LI? 
BILL NO.~. 51) LJ h q 

7. Reulse the allocation 01 sales taH reuenue In Section 75 $0 that 
after the low income rebate and property taH clossification 
replacement reuenue hos been paid the remainder is distibuted: 

100% Auallable reuenue $191. Million 

52% foundation program $99.3 Million 

13% higher education Including 
uniuersity system, 
uo-tech and community 
college. $24.8 Million 

5% city, town and county 
block grants $9.5 Million 

°1 ~) 0 ·0 1s% remainder to state 
general fund $51.4 Million 

Less reductions In Income taH In 
s.a~ il2a Millloo} 

Plus reuenue from Income taH In 
H.B.664 $3. Million 

Less appropriation to Dept of 
Reuenue !Rr admlnlltratlon ~ t-tllllcplJ 

......... r I. Seaera. F .... $21.4 MIIII •• 

8. Reulse ballot language In section 147 to reflect new 
percentages. 

9. Reulse 1-105 /5871-- the property taH freeze (TItle 15, chapter 
part 4 MeR) to establish a new ceiling for taH year 1991 and 
thereafter. 

10. Add short title to bill: Education and TIH Reform Rct of 1989. 

11. Amend title to reflect amendments to bill Including linkage to 
...... , 141 



SENATE TAXATION 
EXHIBIT NO. __ --....... ~ ___ _ 

DATE. ,J~~ 7 !\' i 
RMENDMENTS CONSIDERED IN HOUSE RND NOT RECOMMENDED n sE~i1r&fl-....::..5~6:""""~,L...I.!b~, 1~\ -
CRIPPEN 

1. Subject the sale of used vehicles to the sales tax. (Used 
vehicles are not taxable under the bill as written.) 

2. If used vehicles are subject to the sales tax. the sales tax on 
new vehicles would be only on the value of the new vehicle 
less any trade-in allowance. (No trade-in allowance provided in 
the bill as written because used vehicles are not taxable under 
the bill.) 

3. Subject only the material used in a construction project to the 
sales tax. That is. exempt construction services for all 
construction projects. (Under the bill as written. all construction 
materials and services are taxable upon final sale.) 

4. Residential property. regardless of the number of units being 
constructed. would be subject to the sales tax for materials only. 
(Under the bill as written. all construction materials and services 
are taxable upon final sale.) 

5. Do not subject the sale of utilities to the sales tax. (All utilities 
are taxable under the bill.) 

6. Repeal the Public Contractor's License Tax. (The Public 
Contractor's License Tax is not addressed in the sales tax bill.) 

10 
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DATE ) /)/~ (lO{ Lj 

BILL NO. S~1 % 1 

8. Do not tax the commission paid to a real estate agent for the 
service provided in selling improvements to real property. 
(Commissions received from other than an employer/employee 
relationship are taxable under the bill.) 

Design and allow an additional credit mechanism for renters of 
residenti?1 property. (The!'~ i~ no spec;al credit for rAnters in 
~h6 bIll fj.~ \I\Intten. i 

1 O. Proulde that soda pop, which Is food for human 
consumption re the food stamp program. be subject to 
sales taHation. 

11. Proulde that the sale of cigarettes and other tobacco 
products be eHempt from sales taHation. 

12. Incorporate 100 mill state-wide leuy for foundation 
program in section 126 It 127. 

1 1 



Amendments to Senate Bill No. 469 
First Reading Copy 

Requested by Rep. Bruce Crippen 
For the Committee on Taxation 

SENATE TAXATION 

EXHIBIT NO. d C! ~,' 

DATE.. ~ l/S' f 
Bill NO.~ <;'6 9h 7' 

Prepared by Dave Bohyer and Helen MacPherson 
March 27, 1989 

1. Title, line 23. 
Str ike : "AND" 

2. Title, line 24. 
Following: "61-3-501," 
Insert: "AND 61-3-502," 

3. Page 6, line 15. 
Following: "materials" 
Insert: ", including the processing for ores in a mill, smelter, 

refinery, or reduction facility," 

4. Page 6, line 21. 
Following: "psychology" 
Insert: "or licensed as a mental health professional or chemical 

dependency counselor" 

5. Page 9, line 21. 
Strike: "2 1/2%" 
Insert: "4%" 

6. Page 9, lines 23 through 25. 
Following: "." on line 23 
Strike: the remainder of line 23 through line 25 

7. Page 16, line 4. 
Following: " __ " 
Insert: "prescribed" 

8. Page 16, line 5. 
Following: "drugs," 
Insert: "and" 
Following: "devices" 
Strike: ", and" 
Insert: "--" 

9. Page 16, line 6. 
Following: "sale" 
Insert: ", by prescription from a person described in (section 

1(9)(a)]," 

10. Page 16, line 11. 
Strike: "The" 
Insert: "Except as provided in (sections 1 through 69 and 75], 

the" 

1 sb046901.adb 
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11. Page 20, line 14. 
Following: "--" 
Insert: "subscriptions 

12. Page 20, line 15. 
Following: "services." 

__ II 

SENATE TAXATION 

EXHIBIT NO. ,:.f c.l f . ) 
DATE .~/.:?]/f{ q 
BILL NO. ::;/3 96 1 

Insert: "(1) The gross receipts from the sale of subscriptions 
to newspapers, magazines, and all other printed material are 
exempt from the sales tax. 

(2)" 
Renumber: subsequent subsections 

13. Page 20, line 20. 
Strike: "(1)" 
Insert: "(a)" 
Renumber: subsequent subsections 

14. Page 21, line 21. 
Following: "to" 
Insert: "miner or" 

15. Page 21, line 23. 
Following: "of" 
Insert: "mining or" 

16. Page 22, line 4. 
Following: "business of" 
Insert: "mining or" 

17. Page 24, line 20. 
Strike: "(a)" 

18. Page 24, line 21. 
Strike: "(l)(b)" 
Inser t: "( 2) " 
Strike: "(3)" 
Insert: "(4)" 

19. Page 24, line 25. 
Strike: "(b)" 
Insert: "(2)(a)" 
Renumber: subsequent subsections 

20. 21. Page 25, line 1. 
Following: "improvements" 
Insert: tI, other than residential improvements," 

21. Page 22. Page 25. 
Following: line 4 
Insert: "(b) The proportion of the gross receipts from the sale 

of real property that is attributable to residential 
improvements constructed on the real property by the seller 
in the ordinary course of his construction business may be 

2 sb046901.adb 



SENATE TAXATION 

EXHIBIT NO. 2 a ~)3' 
DATL . ~1;g*J _ 

deducted from gross receipts in the proportion thj~L ~Se eost5 .d S0 f I 
of the construction for everything other than materials I 
bears to the gross receipts for the improvements." 

22. Page 25, line 12. 
Strike: "for" 
Insert: "from" 

23. Page 25, line 13. 
Following: "of" 
Strike: "this section" 
Insert: "[sections 1 through 69 and 75]" 

24. Page 25, line 15. 
Following: "65" 
Insert: ", and all-such receipts are subject to the tax imposed 

in [section 2]." 

25. Page 25. 
Following: line 17 
Insert: "(5) For the purposes of this section, "residential 

improvements" means improvements to real property that are 
constructed for human habitation in a structure containing 
fewer than three units. The term includes improvements made 
to existing residential improvements" 

26. Page 27, line 5. 
Following: "(1)" 
Strike: "Receipts" 
Insert: "Except as provided in subsection (4), receipts" 

27. Page 28. 
Following: line 5 
Insert: "(4) Receipts from performing architectural, 

engineering, surveying, or graphic design services may be 
deducted from gross receipts if the product resulting from 
the service or the service is used or applied exclusively 
outside Montana. For the purposes of this subsection, the 
provisions of subsection (3) do not apply." 

Renumber: subsequent subsection 

27B. Page 28, line 20. 
Following: "who" 
Insert: "presents a nontaxable transaction certificate or" 

27C. Page 28. 
Following: line 23 
Insert: "(2) Receipts from the sale of an agricultural service 

may be deducted from gross receipts if the sale is made to a 
buyer engaged in the business of farming, ranching, or 
raising livestock who states in writing that he is regularly 
engaged in the business of farming, ranching, or the raising 
of animals for their hides or pelts or who delivers a 
nontaxable transaction certificate to the person performing 
the agricultural service. The. buyer making the statement or 
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SENATE TAXATION 

EXHIBIT NO. d a () I Y 
DATE 3/~7 /g ~ 

delivering the nontaxable transaction certificate snall have. 
the agricultural service performed upon property~llLr~J or <-<;;;6 LIb 1 
personal, including livestock, that is an integral part of 
an agricultural operation." 

Renumber: subsequent subsection 

28. Page 29, line 3. 
Following: "chemicals" 
Strike: "and" 
Insert: "," 
Following: "reagents" 
Insert: ", and substances" 

29. Page 29, line 5. 
Strike: "chemicals or reagents" 
Insert: "any chemical, reagent, or other substance" 

30. Page 29, line 6. 
Strike: "for use" 
Insert: "that is used or consumed" 
Following: "in" 
Insert: "the" 
Following: "processing" 
Insert: "of" 

31. Page 29, line 7. 
Following: "smelter," 
Str ike: "or" 
Following: ."refinery" 
Insert: ", or reduction facility" 

32. Page 29, line 24. 
Following: "product" 
Insert: "mined or" 

33. Page 29, line 25. 
Following: "service of" 
Insert: "mining," 
Following: "combining" 
Insert: "," 

34. Page 30, line 1. 
Following: "materials" 
Insert: ", including minerals," 

35. Page 30, line 3. 
Following: "of" 
Insert: "mining or" 

36. Page 30, line 7. 
Following: "property" 
Insert: ", including minerals," 
Following: "of" 
Insert: "mining or" 
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37. Page 31. 
Following: line 12 

SENATE TAXATION 
EXHIBIT NO. A a. p. 5 

DATE- 3;/~ 1,k 9 
BILL NO. S~5 ell;; 1 

Insert: "NEW SECTION. Section 44. Deduction -- computer data 
base services. (1) Receipts from the sale or use of 
computer data base services may be deducted from gross 
receipts. 

(2) For the purposes of [sections 1 through 69 and 
75], "computer data base services" means identifying, 
compiling, organizing, manipulating, or delivering 
information actually contained in or to be contained in a 
computer data base. 

(3) Receipts from the sale of computer hardware, 
software, system development, design, or installation or the 
sale of an existing computer data base (as opposed to the 
sale or use of a computer data base service) may not be 
deducted from gross receipts." 

Renumber: subsequent sections 

37B. Page 39, line 15. 
Following: "tax" 
Insert: It, less the vendor allowance provided in subsection 

(5)," 

38. Page 38, line 19. 
Str ike: "Common" 
Insert: "Interstate and intrastate" 

39. Page 38, line 21. 
Strike: "by motor vehicle" 

39B. Page 41. 
Following: line 8 
Insert: "(5) A person filing a return under this section may 

deduct from the amount of tax to be remitted to the state 
and return as a vender allowance, 3% of the tax determined 
to be payable to the state or $6,000, whichever is less." 

40. Page 51, line 23. 
Following: "relief" 
Insert: "(excluding the face value of all food stamps received)" 

41. Page 53, lines 3 through 9. 
Following: "allowed" on line 3 
Strike: remainder of line 3 through line 9 
Insert: "in the amount of $90 per exemption, provided that gross 

household income is less than $13,000." 

4lB. Page 56. 
Following: line 7 
Insert: It(b) the total amount claimed under [section 72], which 

amount must be further allocated in the same manner as 
income tax revenue is allocated under 15-1-501(2);" 

Renumber: subsequent subsections 
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SENATE TAXATION 

EXHiBIT NO. .:{ D 'PI t7 
DATE.. , ::J/3< '1/g q 

; , 
41C. Page 56, line 9. 
Strike: "allocation" 
Insert: "allocations" 
Strike: "subsection" 
Insert: "subsections" 
Following: "(l)(a)" 
Insert: "(l)(b)" 

BILL NO. SrJ .1/6 q , . 

41D. Page 56, line 11. 
Strike: "53%" 
Insert: "52%" 

41E. Page 56, line 12. 
Following: "20-9-343;" 
Insert: "and" 

4lF. Page 56, line 13. 
Str ike: "15%" 
Insert: "13%" 

4lG. Page 56, lines 18 through 20. 
strike: subsection (iii) in its entirety. 

42. Page 58, line 18. 
Strike: "state," 
Following: "municipal," 
Insert: "conservation district," 

43. Page 58, line 20. 
Following: "but" 
Strike: "ignoring" 
Insert: "shall disregard" 

43B. Page 93, line 11. 
Following: "and" 
Insert: "the unprocessed products of" 

44. Page 150, line 8. 
Strike: "except" 
Insert: "including" 

45. Page 150, line 9. 
Following: "purchase," 
Insert: "and fees" 

46. Page 151. 
Following: line 6 
Insert: "Section 138. Section 61-3-502, MCA, is amended to read: 

"61-3-502. Sales tax on new motor vehicles -- exemptions. 
(1) In consideration of the right to use the highways 

of the state, there is imposed a tax upon all sales of new 
motor vehicles, excluding trailers, semitrailers, and 
housetrailers, for which a license is sought and an original 
application for title is made. The tax shall be paid by the 
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SENATE TAXATION I" 

EXHIBIT NO. :Z 0 f· .~ 

purchaser when he applies for his original 
through the county treasurer. 

DATE 5/~0/~ ~ I 
Montana stL~~se 7 silL: 

(2) Exeept as previaea iR sybseetieR 
sales tax shall bel 

(4), the The 

(a) li% is 4% of the f.o.b. factory list price or 
f.o.b. port-of-entry list price, aYriRg the first qYarter ef 
the year er fer a registratieR periea ether thaR a ealeRaar 
year er ealeRaar qYarter, 

(b) I lid $H% ef the list priee aYriRg the seeeRa 
qYarter ef the year, 

(e) ~/4 ef 1% aYriRg the thira qYarter ef the year, 
(a) ~/8 ef 1% aYriR~ the feyrth qYarter ef the year. 
(~) If the maRyfaetYrer er imperter fails te fYrRish 

the f.e.b. faetory list priee er f.o.b. pert-of-eRtry list 
priee, the aepartmeRt may yse pyblishea priee lists. 

(4) ~he Rew ear sales tax eR vehieles sybjeet to thB 
provisioRs of el-~-~lJ threY~h el-~ Jle is 11% ef the f.o.b. 
faetery list prioe er f.e.b. port-of-eRtry list prioe 
regaraless ef the meRth iR .. ,hieh the Re .. , vehiele is 
pyrehasea. 

(5) The proceeds from this tax shall be remitted to 
the state treasurer every 30 days for credit as follows: 

(a) 32.5% to the state highway account of the state 
special revenue fund~ and 

(b 67.5% to the sales and use tax account described 
in [sectlon 75 • 

(6) The new vehicle is not subject to any other 
assessment, fee in lieu of tax, or tax during the calendar 
year in which the original application for title is made. 

(7) (a) The applicant for original registration of any 
new and unused motor vehicle, or a new motor vehicle 
furnished without charge by a dealer to a school district 
for use as a traffic education motor vehicle by a school 
district operating a state-approved traffic education 
program within the state, whether or not previously licensed 
or titled to the school district (except a mobile home as 
defined in 15-1-101(1», acquired by original contract after 
January 1 of any year, is required, whenever the vehicle has 
not been otherwise assessed, to pay the motor vehicle sales 
tax provided by this section irrespective of whether the 
vehicle was in the state of Montana on January 1 of the 
year. 

(b) No motor vehicle may be registered or licensed 
under the provisions of this subsection unless the 
application for registration is accompanied by a statement 
of origin to be furnished by the dealer selling the vehicle, 
showing that the vehicle has not previously been registered 
or owned, except as otherwise provided herein, by any 
person, firm, corporation, or association that is not a new 
motor vehicle dealer holding a franchise or distribution 
agreement from a new car manufacturer, distributor, or 
importer. 

(8) (a) Motor vehicles operating exclusively for 
transportation of persons for hire within the limits of 
incorporated cities or towns and within 15 miles from such 
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SENATE TAXATION 

EXHIBIT NO. ;? it P S 
limi ts are exempt from subsection (1). DATE 3)~ / /[ 9 .. , 

(b) Motor vehicles brought or driven into MO~~rml. by a S6 ~1h1 
nonresident, migratory, bona fide agricultural worker 
temporarily employed in agricultural work in this state 
where those motor vehicles are used exclusively for 
transportation of agricultural workers are also exempt from 
subsection (1). 

(c) Vehicles lawfully displaying a licensed dealer's 
plate as provided in 61-4-103 are exempt from subsection (1) 
when moving to or from a dealer's place of business when 
unloaded or loaded with dealer's property only, and in the 
case of vehicles having a gross loaded weight of less than 
24,000 pounds, while being demonstrated in the course of the 
dealer's business."" 

Renumber: subsequent sections 

47. Page 151, line 15. 
Following: "rates" 
Insert: "and credits" 

48. Page 151, line 16. 
Strike: "restriction on increasing" 
Insert: "restrictions" 
Following: "." 
Insert: "(1)" 

49. Page 151. 
Following: line 18 
Insert: "(2) The income tax credit for sales tax paid provided 

in [section 71] may be decreased only if the decrease is 
approved by the electorate." 

49B. Page 158, lines 4 through 7. 
Strike: subsection (5) in its entirety 

49C. Page 158, line 11. 
Following: line 8 
Insert: "(1)" 

490. Page 158, line 11. 
Following: "act]" 
Insert: "or in 61-3-502 as amended by section 138 of [this act] 

49E. Page 158. 
Following: line 12 
Insert: "(2) If [this act] is approved at the election held 

pursuant to [section 142] and Senate Bill No. 287 is passed 
and approved, Senate Bill No. 287 is void." 

50. Page 159, line 7. 
Strike: "149" 
Insert: "143" 

51. Page 159, line 9. 
Strike: "and 139 through 146" 

8 sb04690l.adb 



Amendment #52 -- At the following locations where the 
It[sections 1 through 68 and 74]" appears, strike "68" 
strike "74" and insert "75" 

l. Page 3, line 10. 

2. Page 13, line 8. 

3. Page 17, lines 7, 11, 17. 

4. Page 22, line 11. 

5. Page 23, line 3. 

6. Page 32, line 5. 

7. Page 33, line 3, lines 24 and 25. 

8. Page 34, lines 18 and 19. 

9. Page 35, lines 8, 11, 24. 

10. _Page 36, line 15. 

11. Page 37, line 25. 

12. Page 38, lines 3 and 4, lines 16 and 17, line 23. 

13. Page 39, line 13, lines 23 and 24. 

14. Page 40, lines 14, 16. 

15. Page 42, line 13. 

16. Page 44, lines 6 and 7, 15 and 16, and 25. 

17. Page 45, line 8. 

18. Page 45, lines 14 and 15. 

19. Page 47, line 8, lines 17 and 18, lines 22 and 23. 

SEKATE TAXATION I 
EXHIBIT NO. ,-7 {( f 7 
DATE. 3;/~ Z/sq I 
BILL NO. 3/5 c/i?f 

reference to " 
and insert "69", I 

If; f{. 

I 
I ~~ 

>' I 
I 0" 

-J 
l CC 

J 
I "1 

~. 

C'" i 
%-'l. i k'" 

20. Page 48, line 1, lines 3 and 4, line 8, line 9, lines 19 and 20. 

21. Page 49, line 3, line 25. i ;,., 

22. Page 50, line 7, line 23. 

I 23. Page 51, lines 3 and 4. 

24. Page 55, lines 19 and 20. I 
1 

I -



SENATE TAXATION 
EXHiBIT NO ;?Il (I, / D . J 

DATE ·3,/~'7!~9 
BILL NO.S/) 96 tJ 

i 

Amendment #53 -- At the following locations where an internal reference 
appears as "[section I]" or "[sections # and I]" or "[sections # 
through I]", strike the "I" and insert the new "I". 

Location Strike 

25. Page 5, line 20. 54 

26. Page 7, line 9. 45 

27. Page 33, line 22. 45 

28. Page 34, line 13. 45 

29. Page 35, line 10. 56 

30. Page 36, line 4. 45 

31. Page 38, line 1. 56 

32. Page 38, line 8. 45 

33. Page 39, line 1. 45 

34. Page 42, line 23. 62(2) 

35. Page 45, line 3. 55 

36. Page 51, line 9. 69 

37. Page 51, line 9. 73 

38. Page 51, line 12. 70 

39. Page 54, line 6. 69 

40. Page 54, line 6. 73 

41. Page 55, lines 7 and 14. 70 and 71 

36b. Page 55, line 24. 75 

42. Page 56, line 5. 76(3) 

43. Page 56, line 17. 107 

44. Page 97, line 2. 75(1)(b)(ii) 

2 

46 

Insert 

55 

46 

46 

57 

46 

57 

46 

46 

63(2) 

56 

70 

74 

71 

70 

74 

71 and 72 

76 

77(3) 

108 

76(1) (b) (ii) 



SENATE TAXATION I 
EXHIBIT NO ~ ({ ~ L~ 
DATE..:;rL...( zff q i 45. Page 134, line 6. 75(1) (b) (i) 76 ( 1 tltP ~b.i) 8/3 ~-;h 1 

46. Page 155, line 22. 146 140 

i 47. Page 155, line 22. 149 143 

48. Page 155, line 25. 146 142 9 
I 

49. Page 157, line 5. 146 140 
@ 

50. Page 157, line 5. 149 143 I 
51. Page 157, line 14. 68 69 f!t 

52. Page 157, line 14. 74, 75 75, 76 I 
53. Page 157, line 14. 138 140 ~ 

~ 
I 

54. Page 157, line 16. 68 69 
~ 

55. Page 157, line 16. 74 75 ~ 
I 

56. Page 157, line 17. 75 76 
",J~ 

"§. 

57. Page 157, line 17. 138 140 I 

58. Page 157, line 18. 69 70 f-:', 

i 
59. Page 157, line 18. 73 74 

60. Page 157, line 21. 69 70 
,:~ 
;'<, 

I 
6l. Page 157, line 21. 73 74 

~ 

t: 

62. Page 157, line 22. 76 77 i 

63. Page 157, line 22. 137 139 '" I 
64. Page 157, line 24. 76 77 

65. Page 157, line 25. 137 139 

• 66. Page 158, line 1. 107 108 
ii." 

67. Page 158, line 3. 
,,~ 

?t 

107 108 I 

68. Page 158, line 9. 75 76 : ~ 
:~ 

69. Page 159, line 5. 147, 148 141, 142 
I 

§h 

70. Page 159, line 11. 76 77 ~ 
I 

71. Page 159, line 11. 136 138 

9083dbga i 
3 
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SENATE TAXATION 
l' '. 

Distribution on 58469 As Introduced 
EXHIBIT NO. .3 P. l 

J 
DATE -~/X,z'l..s' ~ 
BILL NO ,S/3 <lAct 

I 

The Sales Tax Revenue and D1str1but1on: Assum1ng the above exemptions 
and a tax rate o~ four percent, the $285 Million In revenue would be 
dIstributed as follows: 

~ of ~ of 
tJlIIIQO Beveoue Avatlable 

Revenue 4" at 71 Million 
per 1" tax = $285 1 00." 

Less estimated 
low Income rebates 12.8. M 

Avallable for allocation $257 90.1 

Less est Imate of revenue 
needed to reduce residential, 
personal and commercial 
property tax claSSification 
rates to 3.5~ tQ1 

Remainder available 
for approprt at t on $190 66.6~ 100." 

Public Education $100 35.0ro 53.~ 

Higher Education Including 
university system, vo-tech, 
community colleges $28 9.8% 15.ro 

City I Town and County 
Governments 

MI11 reduction $10 3.5% 5.5% 
New revenue $10 3.5~ 5.5~ 

Remainder to State General 
Fund $42 14.4 21.% 
(percents rounded) 



sn~ATE TAXATION 
EXHiBIT NO. '-~ & d 
DATE , ~k iLlS tJ 
B:ll rio __ ~ S" d 'Vb 1 

Property Tax Relief: Of the $257 million raised by the Sales taxes after 
deduction of the low income rebates, $177 million or 6Sr'o Is allocated to 
three types of property tax re lief: 

$ 67. million to reduce residential, personal and commercial 
property tax classification rates to 3.5r'o 

$100. for public education to reduce local school property taxes 

$ 10. to reduce city and county mllllevies 

$177. Total property tax reductions 



· .. 

SENATE TAXAT\ON 
7. e l. 

EXHlBIT NO. .",) I 

DATE ,7f/~7/S 9 
BILL liO._'cS.6 9I~ r -

Th~ ~a]~s Ta~ R~v~nu~ and Qlstrlb!JtlQn~ Assuming the above exemptions 
and a tax rate of four percent, the $285 Million in revenue would be 
distributed as follows: 

% of % of 
t1111IQO R~v~nu~ 8yallabl~ 

Revenue 4~ at 71 Million 
per 1% tax = $285 

Less 10% for start-up year $29 

Total Available- $256 100% 

Less estImated 
low Income rebates lli ~ 

Available for allocation $242 94.5 

Less estimate of revenue 
needed to reduce reSidential, 
personal and commercial 
property tax classIfication 
rates to 3.5% $&I 2hl 

Remainder available 
for appropriation $175 68.3X 100.X 

Public Education $92.7 36.2% 53.% 

Higher Education Including 
univerSIty system, vo-tech, 
community colleges $26.25 10.2% 15.~ 

City, Town and County 
Governments 

Mill reduct Ion $9.62 3.7% 5.5% 
New revenue $9.62 3.7% . __ 5.5% 

Remainder to State General 
Fund $36.8 14.3 2t.% 
(percents rounded) 



SENATE TAXATION I 
2 '/ 

D· t ih t· . EXHIBIT NO. ·2 f2:' 
.13 r I..U .1On WIth Senator Crippen Amendments, I 

Assum i ng agri cu It ura I serv ices are added to the exempt ions, each ~~Villl 3,L<?crs1;, ~ 
raise $66.25 million. : BILL NO .S cl. 7 

Mi Jl ion 
Revenue 4% at 66.25 Million 
per 1 % ta:x: = $265 

Less estimated 
low income rebates $24 

Available for allocatlon $241 

Less estimate of revenue 
needed to reduce resident ial, 
personal and commercial 
property tax classification 
rates to 3.5% 1S.Q. 

Remainder available 
for appropriation $191 

PubliC Education $99.3 

Higher Education including 
university system, vo-tech, 
community colleges $24.8 

City, Town and County 
Governments 

Mill reduction $0 
New revenue $9.5 

RemaInder to State General 
Fund $57.4 
Less reductions income tax 
in 58 463 ($28.) 
Plus revenue from income tax 
in HB 664 $3. 
Dept of Revenue for 
Administration ~ 

Remainder In State General 
Fund $28.4 
(percents rounded) 

% of 
Revenue 

100.n 

90.9 

72.0X 

37.4% 

9.3% 

0.% 
3.5.% 

21.6X 

10.7X 

% of 
Ava! lable 

100.X 

52% 

13% 

0.% 
5.% 

30.X 

14.8X 

I 



SENATE TAXATION 
EXHIBIT NO. 3 f? ;./ 
~,,;r 3j~7/L~1 

" s,C3 ~bq 
Property Tax Relief: Of the $241 million raised by the Sales taxes after 
deduction of the low income rebates, $149 million or 61 % is allocated to 
two types of property tax relief: 

$50. million to reduce residential, personal and commercial 
property tax classification rates to 3.5% 

$99.3 for public educat10n to reduce local school property taxes 

~ to reduce city and county mill levies 

$149. Total property tax reduct10ns 

Income Tax Relief. Of the $244 million raised by the Sales tax and Income 
tax reform after deduction of the low income rebates, $25 mi 11 ion or 10% 
is allocated to income tax relief. 

($28,) I ncome tax reduct 10ns under amended S8 463 

$ 3. I ncome tax increase under HB 664 

($25,)' Net income tax reductions 

Total Tax Relief: Of the $244 million raised by the Sales tax and income 
tax after deduction of the low income rebates, $149 million is allocated 
for property tax relief and $25 million is allocated to income tax relief 
for a total of $174or 71% is allocated to property or income tax relief. 



Distribution With Senator Crippen Amendments 
With 10% Revenue Discount for First Year 

SENATE TAXATION 
EXHIBIT NO. ~ B (2 

I 

DATE ~/~ "0/-r / 
Bill NO. .$""8 Lib f 

Assuming agricultural services are added to the exemptions, each !n will 
raise $66.25 mi I I ion: 

% of % of 
MilliQO Reveoue Available 

Revenue 4% at 66.25 1'1111 ion 
per 1 % tax = $265 

Less 10% for start-up year $26.5 

Total Available $238.5 100.% 

Less estimated 
low income rebates ill 1M 

Available for allocation $214.5 90.0 

Less est imate of revenue 
needed to reduce residential, 
personal and commercial 
property tax classification 
rates to 3.5% 1SQ 20.0 

RemaInder available 
for appropriation $ 164.5 68.9X 100.1 

Pub lie Edueat j on $85.5 -5 8(17 ,) • (0 52% 

Higher Education including 
university system, vo-tech, 
community colleges $21.3 8.9% 13% 

City, Town and County 
Governments 

Mill reduction $0 0.% 0.% 
New revenue $8.2 3.4% 5.% 

Rematnder to State General 
Fund $59.5 24.91 30."; 



Less reductions 1ncome tax 
in S8 463 ($28,) 

Plus revenue front lncorne tax 
in HB 664 $3. 

Dept of Revenue for 
Administration 

Remainer in General Fund $20.5 8.5 

SENATE TAXATION 
EXHIBIT NO. 2 f) --I 
DATe ~ql£~ '7/tJ I 

BILL NO _ S "',tj Lib 1 

12.4% 

Property Tax Relief: Of ttle $214.5 mllllon raised by the Sales taxes after 
deduct ion of the low income rebates, $135.5 mi J1 ion or 63% is allocated to 
two types of property tax relief: 

$50. m III Ion to reduce reSidential, personal and commercial 
property tax classification rates to 3.5% 

$85.5 for public education to reduce local school property taxes 

t.Q. to reduce cIty and county mIll levies 

$135.5 Total property tax reductions 

Income Tax Relief: Of the $217.5 million raised by the Sales tax after 
deduction of the low income rebates, $25 mi 11 ion or 11 % is al located to 
income tax rellef. 

($28,) Income tax reductions under amended 58 463 

.L.l. Income tax increase under amended HB 664 

($25,) Net Income tax reductions 

Total Tax Relief: Of the $217.5 million raised by the Sales tax and income 
tax after deduction of the low income rebates, $135.5 million is allocated 
for property tax relief and $25 million is allocated to income tax relief 
for a total of $160.5 or 74% is allocated to property or income tax relief. 

/ 
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SEN q[ rXJ\TION 

TOWN OF WEST YELLOWSTONFxHlB'T NO, __ ~t)_­
DATE ,y/? 7/29 

., BILL NO 56 z14? 

March 27,1989 

Rep. Dorothy Bradley 
Capitol Station 
Helena. Montana 
59601 
by FAX 

Re: Sales Tax 

Dear Rep. Bradley. 

I am writing to support the efforts of you and Senator Crippen for a Sales Tax 
in Montana. 

Based on the three years in West Yellowstone that we have been collecting the 
Resort Tax, authorized by the 1985 session, 1 wou1d say that the sales tax pro­
posal curr@ntly before the Legislature has considerable merit. 

Granted,'West Yellowstone presents a unique set of circumstances that few Com­
munities in Montana can duplicate. However, it points out a strong similarity 
to our current situation in Montana. We could not have done, what we did, with 
the property tax being our sole revenue source. As it is, we have parleyed the 
resort tax into nearly $4 million in improvements to the Town of West Yellowstone 
and we are uSing the nloney to help provide for the public safety needs of its 
citizens and the nearly 800 t OOO people w.ho visit West Yellowstone, or pass through. 
each year. 

Montana is a big State, faced with big problems. The deterioration of our States 
infrastructure, schools and education system and inability to provide Social Ser­
vices are becoming legendary. Young people are leaving to attend schools of 
higher education. out of State. Our government buildings, roads and bridges are 
in need of repair from years of neglect. With so few people to pay, the property 
tax seems like such an unfair way to go. And consider those who leave the State 
for an education and then return. they face the prospect of few jobs and exorbitant 
taxes spurred by a stagnant economy. 

There has been much said about the regressive nature of a sales tax, but please 
consider, is it fair to continue to tax and tax the low to moderate income with 

... c.-T "~.c.'o 
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Extended Page 2. 1 

SENATE T!~XATlON 

EXHi BIT fi\). -+-7"-----===-= 
DATL ,1A,~/Sq 
BILL NO._ qe cl6 tJ 

Rep. Dorothy Bradley 
March 21,1989 
Page 2 

such a huge property tax. Wouldn't it seem more fair to pay as you go? As a 
citizen and tax payer of this State. one who borrows money to pay his taxes on 
time. I would much rather see my personal property tax bill be reduced and pay 
as I go. like I do for my house and car. And consider those of low to moderate 
income, in some cases, such AS in West Yellowstone, these people are not property 
ownerS. The sales tax is an appropriate way for us to recover the cost of public 
services from a sector of the population who moy not be making any contribution 
now. And if your Colieagues find this idea too repugnant, exemptions offer a 
way to reduce the sting of a sales tax. 

Referring to the West Yellowstone experience again, let me close by saying this. 
I do not believe people will mind paying a sales tax, if they can see where the 
Inoney is going to go. I can think of no greater benefit to Montanans as a whole 
than property tax reductions, support of public schools, higher education, socia' 
services and ~he infrastructure of out -State. And remember, if enacted, a sales 
tax will be paid by the thousands of visitors who come to Montana each year and 
they too will enjoy 1ts benefits. 

If 1 can be of further help or assistance on this matter, please do not hesitate 
to contact me. 

Sincerely, 

\)~ 
Kevi n Ken Davis 
Mayor 

I 



President of Montana Ambassadors - Statement of Dan Lambros before 
SENATE TAXATION 

Senate Taxation Committee - March 27, 1989 
EXHIBIT NO..7" I 
DATE. . ¥~Z/s:? 

We have all had the opportunity to examine Montana8it! NIIl til st S6 <'hi, ~I 
economic report card. Here we are again with the same four F's. 

EMPLOYMENT OPPORTUNITIES "F" 

EMPLOYMENT COMPENSATION 

TAX ENVIRONMENT 

"F" 
"F" 

FISCAL STABILITY AND REVENUE BALANCE "F" 

How long must it take us to recognize the link between our 

current tax policies and Montana's economic decline - not to 

mention the negative effect to our educational system. 

The Montana Ambassadors and other concerned citizens are 

committed to putting a halt to this decline. It is robbing our 

state of it's life blood - our businesses and our productive 

labor force. Worse yet, our sons and daughters are forced to 

leave this state because they cannot find good jobs. 

After ten months of study, deliberation and analysis, the 

Montana Ambassadors have concluded that under our present tax 

structure there is little or no hope for attracting significant 

businesses to our state without major tax reform. 

And you know it was not just business that came to this 

conclusion. Democrat Dorothy Bradley and her group of Montanans, 

completely independent from us, also took a long hard look at 

this issue and came up with the same solution - TAX REFORM. Many 

Montana newspaper editors have come to the same conclusion -

Montana needs TAX REFORM. Just last week the Governor of Montana 

came to the same conclusion - Montana needs TAX REFORM. 

One by one, many who are taking the time to seriously study, 

deliberate and analyze the issue are coming to the same conclusion -

TAX REFORM. 

I 
I 

I 
I 
I 



May I make a suggestion 

are here today. I am asking 

o.,.SEN,\TE TMATiON 
EXHIBIT NO, __ "2"L

o

_--­

to members of organized labCVATMho ,3'1-'1 llg- if 
you to reconsider your trad:8t1cmlal ',5/3 CJlzq 

position on this matter. Montana has a vehicle that is stuck 

in the mud. Half of us are pushing it one way,and half of us 

are pushing it another. Let's all pull together on this 

issue. Together we would be working toward creating a healthy 

environment for business to corne into Montana to compete 

for our labor force which is rated the most productive in the 

United States. Isn't that what your workforce deserves and is 

entitled to? This is the position labor has taken in many other 

states. I ask you - why not in Montana? 

Today, this committee is not considering the merits of this 

tax reform issue. Today the question boils down to this: Should 

you as a committee give the people of Montana the opportunity 

to vote on the most important single issue facing this state'­

TAX REFORM. We feel that you should. 

If I were in your shoes I cannot imagine voting against placing 

this issue before the voters of Montana. One or two of your 

votes could disenfranchise all Montanans. At stake here is the 

quality of our educational system and the economic vitality of 

our state. Montanan's should be allowed to chart their own 

future. We urge you to let the people decide. 



! 
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OAT E.. 1P :z/s: ? 
.8lU. NO_ ,_5'6 '7'61 

PHONE 442·2405 

TESTIMONY BY MAXINE C. JOHNSON, CHAIRMAN 
TAX COMMITTEE OF THE MONTANA CHAMBER OF COMMERCE 

SENATE TAXATION COMMITTEE MARCH 26, 1989 

THE MONTANA CHAMBER OF COMMERCE SUPPORTS SB 469. WE SEE THE 

BILL AS THE COMPROMISE IT IS, DEVELOPED IN GOOD FAITH BY 

MONTANANS WITH VARYING VIEWPOINTS. WE HOPE YOU WILL SUPPORT IT, 

FOR THE FOLLOWING REASONS. 

IT IS A TAX REFORM MEASURE WHICH WILL ENCOURAGE ECONOMIC 

DEVELOPMENT. OUR MEMBERS ARE WILLING TO SUPPORT A SALES TAX ONLY 

IF IT INVOLVES PROPERTY TAX REFORM. THIS BILL REDUCES PROPERTY 

TAXES FOR RESIDENTIAL AND PERSONAL PROPERTY AND COMBINES PROPERTY 

CLASSES FOR GREATER EQUITY. THE HIGH PERSONAL PROPERTY TAX, 

WHICH HAS BEEN SENDING AN ANTI-BUSINESS SIGNAL, WILL BE LOWERED. 

THE BILL WILL HELP SOLVE OUR SCHOOL EQUALIZATION PROBLEMS, AND IT 

WILL PROVIDE SOME NEW MONEY FOR THE UNIVERSITY SYSTEM. GOOD 

PUBLIC SCHOOLS AND UNIVERSITIES ARE ESSENTIAL FOR ECONOMIC 

GROWTH. 

SB 469 WILL CREATE A MORE BALANCED TAX SYSTEM. SOME OF YOU 

WILL RECALL THE TAX CONFERENCE SPONSORED BY OUR TWO UNIVERSITIES 

BEFORE THE 1987 SESSION. THE TAX EXPERTS FROM OUT OF STATE WHO 

DISCUSSED MONTANA'S TAX SYSTEM AT THE CONFERENCE ALMOST WITHOUT 

EXCEPTION --- AND REGARDLESS OF POLITICAL PERSUASION --­

SUBSCRIBED TO THE 3 LEGGED STOOL CONCEPT OF STATE AND LOCAL 



SENJfE TAXAT/OIY 
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TAXATION. THAT IS, A SYSTEM BASED ON PROPERTY, INCOME,BIA'NfiO.- "~:d 'ItrJ---" 

RETAIL SALES TAXES. THEY SAID SOMETHING MANY OF US DID NOT WANT 

TO HEAR --- THAT WE NEED A SALES TAX IN THIS STATE. 

CHAMBER MEMBERS BELIEVE THESE EXPERTS WERE RIGHT. IT HAS 

BECOME OBVIOUS THAT PROPERTY TAXES AND INCOME TAXES JUST WON'T DO 

THE JOB. WE NEED A NEW SOURCE OF REVENUE, TO PROVIDE THE 

NECESSARY FUNDING FOR EDUCATION, AND TO ELIMINATE EXISTING 

PROPERTY TAX INEQUITIES WHICH ARE HURTING OUR PROSPECTS FOR 

ECONOMIC DEVELOPMENT. 

WHILE THE MONTANA CHAMBER SUPPORTS THE BILL IN GENERAL, WE 

RECOMMEND THE EXEMPTION OF ALL UTILITY CHARGES. 

MEMBERS OF THE COMMITTEE, TO EXPAND A LITTLE FURTHER, I MUST 

STRESS THAT MONTANA'S ECONOMIC SITUATION IS NEARLY AT THE 

CRITICAL STAGE. You ARE AWARE OF A GENERAL MILLS IN GREAT FALLS 

THAT CAN'T MAKE NEEDED MODERNIZATIONS AND EXPANSIONS IN THE 

EXISTING TAX CLIMATE, A WESTERN SUGAR IN BILLINGS THAT PAYS 

PROPERTY TAXES FAR OUT OF PROPORTION TO BRANCHES IN OTHER STATES, 

A STONE CONTAINER SUFFERING THE SAME INEQUITIES IN MISSOULA, A 

SEMI TOOL IN KALISPELL OR A SLETTEN CONSTRUCTION IN GREAT FALLS 

THAT REMAIN IN OUR STATE LARGELY BECAUSE OF THE PERSONAL TENACITY 

AND COMMITMENT OF THEIR RESPECTIVE PRESIDENTS. JUST RECENTLY 

HALLIBURTON IN GLENDIVE KEPT ITS WORD. A YEAR AGO THEY SAID 

UNLESS HIGH TAXES AND HIGH WORKERS COMPENSATION COSTS WERE 

ADDRESSED THEY WOULD CLOSE. THEY WEREN'T AND THEY DID. THESE 

ARE NOT COMPLAINERS. THEY ARE GOOD CORPORATE CITIZENS WHO WANT TO 

PAY THEIR FAIR SHARE. IF YOU THINK THEIR PROBLEMS AREN'T REAL AND 

VERY SERIOUS YOU ARE WRONG. 

t-..... __ 



SENATE TAXATION 

EXHIBIT rIO .. 7 ~ ? 
DATE ..{/~ >: f 

PERHAPS EVEN MORE IMPORTANT THAN THESE EXAMPLES 
BILllW. -5A 9//1 

IS THE I 

MESSAGE THIS LEGISLATURE IS SENDING TO THE PEOPLE OF OUR STATE. 

A VIGOROUS BUZZING ECONOMY DEPENDS IN LARGE PART ON THE ATTITUDE 

OF THE MEN AND WOMEN OUT THERE WHO TAKE THE FINANCIAL RISKS AND 

MAKE THE DEMANDING COMMITMENT TO TURN AN IDEA INTO A JOB CREATING 

MONEY MAKING ENTITY. I CANNOT IMPRESS ON YOU ENOUGH HOW 

IMPORTANT IT IS THAT YOU LET THEM KNOW THAT THE STABILITY OF THE 

TAX SYSTEM WILL ALLOW THEM TO SUCCEED AND THAT THEY AND THEIR 

WORKERS CAN KEEP SOME BENEFITS FROM THIS EFFORT. 

IT IS TIME FOR ALL OF US TO RECOGNIZE THE URGENCY OF SENDING 

THIS POSITIVE MESSAGE AND STEP ACROSS THE OBSTACLES THAT DIVIDE 

US. A VAST MAJORITY OF LEGISLATORS} EVEN THE MOST AVID SALES TAX 

OPPONENTS, SAY PERSONAL PROPERTY TAXES SHOULD BE REDUCED. EVERY 

GUBERNATORIAL CANDIDATE IN THE LAST ELECTION SAID IT. THE ONLY 

WAY WE SEE TO DO IT IS WITH A SALES TAX. 

You ALL HAVE POLITICAL COURAGE OR YOU WOULDN'T BE SITTING IN 

THOSE CHAIRS. LETS NOT LET MONTANA SLIP ANY FURTHER, PLEASE, 

EXERCISE THAT COURAGE AND VOTE FOR THIS BILL WITHOUT REQUIRING 

THE PEOPLE TO VOTE ON IT. 

THANK YOU. 



., 

MONTANA ASSOCIATION OF REALTO~tl4\TE TAXATION 
,"',." 

POSITION PAPER EXHiBIT NO. f? f I 

SALES TAX ON SERVICES DATE [ ~/~ 7,fS,P 
BlLL NO.. 2/3 ~ {- . 

. The Montana Association of REALTORS, in general, supports the imposition of 
-a sales tax, however, the Association strenously objects to the imposition 

of a service tax. as 7~ imposes a service tax in addition to a sales tax. 
58 "'~r 

-Over the past few years at least thirteen states have failed to pass a 
sales tax on services including real estate commissions. Forty-five states 
and the District of Columbia impose sales taxes. The gradual inclusion of 

.services in the sales tax base has been an historical trend in many 
states. However,only three states impose a broad-based service tax and 
only three states (New Mexico, South Dakota and Hawaii) tax real estate 

._ commissions. Most states only tax services which are enumerated by statute 
- and all other services are not taxable. 

A sales tax is considered a regressive tax in that lower income individuals 
-pay a higher percentage of their income in sales tax than do higher income 

individuals. Most state laws attempt to combat the regressivity of a 
retail sales tax by exempting from tax such things as food, medicine, etc • 

• Very little attention is paid, however, to the regressivity of the tax as 
it is applied to services. And that is one of the major concerns of the 
Montana Association of REALTORS. 

·Our opposition to the extension of the proposed sales tax to services is 
based on three points: 

• 

-
.. 

1. Extend ing the sales tax to se rv ices put s us a't an even greater 
competitive disadvantage with 47 other states in economic 
development.- The attraction of new industries to Montana depends 
largely on the existence of a thriving service sector to support those 
industries' needs. The imposition of a service tax is a clear signal 
to these service companies that Montana only wants their tax dollars. 

2. The small Montana businesses will be the ones to feel the regressivity 
of the tax in increased operating costs. Small businesses use 
contract legal and accounting services, computer support services, 
maintenance, etc. Large firms are more likely to perform these 
services "in-house" and thus are not subject to the tax. 

3. Because this service tax does not differentiate between personal 
services and business services, it is a tax on production rather than 
consumption and results in either pyramiding or in substantially 
increased administrative costs. The service taxes paid on services 
purchased to provide other services are embedded in the cost of the 
service. 

~ We are not convinced that the way to build a value-added economy in Montana 
is to begin with tax-added service sector. 

__ Keeping in mind that the Montana Association of REALTORS opposes the 
.. service tax in its entirety, we must use concrete examples of the impact 

in our industry. We believe these examples will be repeated in any 
business you examine. 



The following is a estimate of the normal fees connected with the sale of a 
property which will be taxed under the proposed service tax: 

Appraisal Fee 
Loan Application Fee 
Closing Fee 
Certifications (plumbing, etc) 
Real Estate Commission 
Survey Fee 
Credit Report 
Lenders Inspection Fee 
Trustee Fee 

Total 

$ 250 
485 

75 
170 

2,500 
75 
40 
35 
25 

3,655 

SEN ~.TE TAXATION 

EXH!BIT NO. :s e:::2 
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BILL NO. .~ 161 

The cost estimates are based on a $50,000 horne, which can be considered 
entry-level housing in Montana. If the horne is a new horne and the land 
represents 20% of its value, you may add another $1,600 to the cost of the 
house, a 3.2% increase which adds another $100 per year to the loan 
repayment. 

Different types of transactions require different and sometimes additional 
services which would be taxable: 

Tax Service Fee 
Funding Fee 
Loan Reservation fee 

$ 75 
100 
485 

Now let us examine the confusion which results in the taxing of real 
estate commissions. Typically the seller pays a commission to the listing 
office~ That commission will be "split" with a selling office, and each of 
those "splits" will be split again within each firm to the agents involved 
in the transaction. For simplicity sake, we assume that each will be an 
even split. Since real estate licensees are independent contractors and do 
not fall under the exemption for wages or commissions paid by an employer, 
each "split" is fee for services. 

Commission paid by seller to listing office 

Commission paid by listing office to selling office 

Commission paid by listing office to agent 

Commission paid by selling office to agent 

This is certainly "double taxation". 

$2,500 ... 100.00 

1,250 .•.• 50.00 

625 •.•• 25.00 

625 ••.• 25.00 

While there is a provision in the bill to provide a resale certificate 
option for services, it is unclear whether that certificate can be utilized 
in this example since the seller pays the initial tax rather than the final 
tax on the commission. (i.e. "subsequent sales") This dilemma clearly 
establishes a sales tax on services as an income tax, regardless of what we 
call it. 



Tnere is an additional laundry list of increased costs of doing business 
Nh ich will fall simila rly on all small bu sines s in Montana~;, I '\ ,j iON - Professional organization dues 

Increased continuing education costs (i.e. taxable 
Legal and accounting services 
Plant and equipment maintenance 

~hen we examine the non-competitive aspects of this tax in terms of 
Montana's economic development we have to examine the costs of relocation 
in relationship to the services which will not be taxed in 47 other states: 

.. 

Legal services 
Accounting services 
Architectural fees 
Engineering fees 
Real estate commissions 
Surveying fees 

The Montana Association of REALTORS urges the committee to adopt the 
. amendment to ~A74'1 removing the service tax. 
.. ~~bq 

.. 

.. 

-
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My interest in Tax reform goes back to my being Executive Directo~I~~%fle-?;.j'C/6? 
of the founders of the Montana Tax Reform Education Committee, 
Supporters of Initiative 105 The Property Tax Freeze. 

In 1986 165,000 people voted for property tax re1ief and tax reform. 

As you know the main purpose of the ballot initiative was to encourage the 
legislature to develop alternative sources of revenue instead of continuing 
to load down Property Taxes. Inaction on the part of the legislature 
triggered the property tax freeze two years ago. 

We know this has created some hardships in schools and 10~1 county 
government.The Inltiative 105 freeze continues and so does need in the 

1\ 
next two years for a new revenue source. 
One of the advantages of a sales tax is it would generate new revenue from 
segments of society that do not otherwise contribute to Montanas existing 
tax structure. One of MONTREC'S founders labeled it the "underground 
SOCiety" 

A December Montana Po11 by the Great Fal1s Tribune indicated the majority 
of Montanans favor a sales tax over property taxes increases, or an income 
tax surCharge to fund education. 
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TESTIMONY OF MONTANA DEMOC&~TIC PARTY CHAIR, BRUCE NELSON, BEFORE 
THE SENATE TAXATION COMMITTfE -- MONDAY, MARCH 27, 1989 

Thank you Mr. Chairman and members of the Committee. My 
name is Bruce Nelson, Chair~an of the Montana Democratic Party. 
I come before you in opposi~~ion to Senate Bill 469, based on our 
platform provision adopted unanimously in Glendive last summer, 
"We. adamantly oppose a gene:r' al sales tax." 

Our party re-examines -'his issue every two years and always 
comes to the same conclusio: -- that a general sales tax is 
inconsistent with the Democratic belief that the fundamental 
principle of fair taxation :s ability to pay. A general sales 
tax is one tax that cannot meet that standard. For that reason, 
we. as a party are compelled to fight the imposition of a general 
sales tax. 

This legislation would result in a massive transfer of the 
tax burden from business to individuals. Some projections show 
that business would pay as l.ittle as 35% of the tax yet receive 
65% of the tax relief. Whi~e paying a little over $100 million, 
business receives almost the same amount in tax rplief. On the 
other hand, individuals, lov and particularly middle-income 
people, would pay almost the entire $120 million of new revenue 
generated. 

What the numbers reveal, is a giant shell game, ultimately 
designed to pick the pockets of the middle class. That's not 
fair -- the middle class is already over-taxed and under­
appreciated. 
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The Montana Democratic Party strongly believes we need more 
revenue, especially for education, the most important investment 
society can make. We will cooperate with anyone to develop a 
reform package, consistent with our platform, that restores 
public confidence in Montana's current inequitable tax structure 
and raises the necessary additional funds. 

The two key elements of this package are first, eliminating 
loop holes, broadening the base, and lowering the rates of our 
income and property tax systems. Second, authorizing voter­
approved local option taxes giving local governments the 
flexibility they need to provide essential public services and to 
reduce reliance on property taxes. 

Some have suggested that enactment of a sales tax is a pre­
condition for reform of our current taxes. My question is why? 
Nhen a piece of equipment on our farm isn't working right--we try 
to fix it first. I'm convinced that the people of Montana are 
sending you the message that they want you to fix the taxes we 
already have, before going out and getting new ones. When the 
Montana Ambassadors were asked why they had not mobilized an army 
of support for a sales tax, the honest answer would have been 
that there is no army of support to mobilize for a sales tax. 

What kind of revenue potential are we talking about in our 
existing taxes? Two years ago, the MAPP Tax Study estimated 
that existing loopholes cost roughly $285 million a year. 
Theoretically, you could reduce those loopholes 40% across the 
board and derive about $120 million of the additional revenue 
anticipated by SB 469 without increasing overall rates or adding 
new taxes. The potential for new revenue in the differing income 
tax reform proposals introduced this session, is substantial. I 
submit that this approach is not only much fairer, but also more 
in line with what Montanans want. I strongly urge you, in the 
waning days of this session, to not waste a lot of time on the 
proposal before you, but to turn to more realistic alternatives. 

Again, on behalf of the Montana Democratic Party I 
appreciate the opportunity to testify before you nnd urge you to 
report ~~ill ~ to the full Jie8il!'e with a "Do Not Pass" 
recommerf'cfa'tibh. #1( b eYl.t'Jv t~ 
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TESTIMONY OF GENE FENDERSON ON SENATE BILL 469, BEFORE THE SENATE TAXATION COMMITTEE, 
MARCH 27, 1989 

Mr. Chairman, members of the committee, my name is Gene Fenderson and I'm here today 
to represent the Montana State Building and Construction Trades Council. 

Our organization is made up of unions representing the Operating Engineers, Carpen­
ters, Laborers, Cement Finishers, Electricians, Plumbers and Pipefitters, Ironworkers, 
Bri ckl ayers, Boil ermakers and Sheetmetal Workers throughout the state of f~ontana. These 

.. are the people who build and repair our state's roads, bridges and infrastructures. They 
are hard-working, highly-productive workers who contribute to making Montana grow. On 
behalf of these workers, we urge you to oppose Senate Bill 469. 

Mr. Chairman, our organization has long been a moving force behind the Montana labor 
movement's opposition to a sales tax. Resolutions opposing the sales tax from our council 
and from our affiliated local unions have received unanimous endorsement from our Brothers 

III and Sisters in the Montana State AFL-CIO. And, we stand squarely behind that organization 
in its efforts to oppose any attempts to impose a sales tax on Montana workers. 

.. Sales taxes are regressive, as anyone can see, but I'd like to tell you how a sales 
tax would directly impact the working people I represent. Building trades workers don't 
have cushy jobs. For the most part, they work in dirty conditions and fluctuating cli-

i. mates. They travel to jobs away from home, eat at restaurants and provi de the; r own 
tools. 

What this proposed sales tax would mean to these workers is that they would pay more 
II for their meals away from home while on the job. They would pay more for the gloves, 

boots, hats, coveralls and other clothing which is necessary for the job and which needs 
periodic replacement. And, they would pay more for the very tools of their trade, items 

.. which also need periodic replacement. 

~ Mr. Chairman, members of the committee, times have been tough for Montana's building 
.. trades workers. Lack of work and wage concessions have hit some of these folks hard. 

Hitting them now with a sales tax would depress their lives even further. 

Our members recognize the need to pay taxes for essential public services, but they 
.. believe in doing so based on the ability to pay. Income taxes, without loopholes, are the 

best way to raise needed revenue. We don't need a sales tax and would urge you to oppose 
Senate Bill 469 . 

... 

-
-
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TESTIMONY OF DON JUDGE ON SENATE BILL 469 BEFORE THE SENATE TAXATION COMMIT­
TEE, MONDAY, MARCH 27, 1989 

Mr. Chairman, members of the committee, for the record, my name is Don Judge 
and I'm here today to represent the Montana State AFL-CIO in opposition to 
Senate Bill 469. 

Working people, who comprise the total membership of our organization, remain 
opposed to a sales tax for a very Simple reason: a sales tax is a regressive 
tax. 

Make no mistake about it: Senate Bill 469 would raise needed revenue for 
public services. Unfortunately, it raises most of the new revenue from the 
working people of our state, while giving corporations and businesses tens of 
millions of dollars in property tax breaks. 

These are the same working people who were forced to take massive wage cuts by 
corporate giants like Champion International, Stone Container, and ASARCO. 
These are the same companies that have been able to maintain profits that they 
themselves have sometimes called "dramatic." And, these are the same compa­
nies that are likely to benefit from the passage of Senate Bill 469. 

These companies benefit because the ultimate purpose of sales taxes is to 
shift the tax burden off of the corporate world and onto the working people. 
They'll use any argument to achieve that massive tax shift: sometimes the 
argument is property tax reduction, sometimes it's to capture so-called tour­
ist tax dollars, and sometimes, like this year, it's funding our public educa­
tion system. Whatever their argument, the ultimate purpose is to shift taxes 
off their backs and onto workers. After extracting millions in wage conces­
sions from their employees and enjoying enormous profitability, these compa­
nies are back for more in the way of reduced personal property taxes for 
themselves and increased sales taxes for someone else. 

The sales tax is always viewed as the quick fix to a state's economic diffi­
culties; that's why 45 of the 50 states have sales taxes. The problem with 
this quick fix is that the opening percentage -- four percent in this case -­
has a history of going up and up and up over the years. 

Worse yet, the few features in a sales tax designed to make them more tolera­
ble and less regressive are the ones most easily changed. Once a basic sales 
tax law is on the books, it's not a far stretch of the imagination to foresee 
subsequent Legislatures changing the exemptions, such as Senate Bill 469's 
exemption on food. There are 16 states that don't exempt food purchases from 
their sales taxes. Not surprisingly, those states are among those with the 
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arguments for a sales tax is "joining the club," as it has been this year, 
then we should also be prepared to join the "making a sales tax even more 
regressive" club of the future. 

Interestingly, the proponents of Senate Bill 469 contend that this sales tax 
will provide much needed revenue to reform our current income tax structure as 
well. It would allow the state to remove many low income folks from the tax 
rolls; and we could eliminate the top two income tax brackets for the wealthy. 
But, who pays for all this reform? The wage earners in the middle, and the 
low income wage earners who pay sales taxes. Is that really reform? 

One of the myths about this year's debate is that the sales tax is Montana's 
only alternative for raising much-needed revenue. That's absolutely false. 

Among the dozen or so other, more progreSSive, alternatives are placing a cap 
on federal tax deductions, continuation of the income tax surcharge, estab­
lishing an alternative minimum tax for the wealthy, reform of our current 
income tax system by broadening the base and reducing the exemptions and, 
applying a larger statewide levy for funding of public schools, equalizing 
costs for property taxpayers throughout the state. 

The name of the game with a sales tax is regressive tax shifting from those 
who don't want to pay their fair share to those who can't afford more than 
their fair share. We urge you to reject this regressive tax bill and focus on 
more acceptable and more progressive tax alternatives. 

For decades, Montanans have fought the corporate interests that have tried to 
saddle us with sales taxes. Montanans' sentiments have not changed drastical­
ly -- we're still dead set against a statewide sales tax. As a practical 
matter, we believe that the sales tax is not going to be available to help 
balance the state's budget, because the people won't vote for it. And once 
again, we urge you to reject this regressive tax that is doomed to failure and 
get on with real reform of our current tax system. 

Thank you. 
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Montana State AFL-CIO response to Dale Harris/Montana Ambassadors re: Corpo­
ration for Enterprise Development 1989 study of Montana taxes 

Sales tax supporters have been quoting a recent study by the Corporation for 
Enterprise Development in order to support their position, a study which even 
the authors have admitted contains mistakes due to their incomplete under­
standing of Montana's tax laws. 

The 1989 Development Report Card for the States, issued by the Corporation for 
Enterprise Development, rates each state's tax and fiscal environment as one 
part of its overall rating.' (The level of our various taxes -- property, 
sales, personal income -- each make up one-fourth of one of the six sub-index­
es that in turn makes up one of four major indexes for grading the state.) 

The Corporation is a non-profit organization which gets a third of its funding 
each from labor unions, private foundations and the business community. 

The Corporation has made some gross errors in its 1989 analysis of Montana's 
tax system. When we received a copy of the report, we identified some of our 
concerns and asked for the Corporation's response in order to be able to share 
that information with you. 

The report's grade for tax and fiscal policy is drawn from scores on a variety 
of sub-indexes. It appears that several measures or sub-indexes on which 
Montana scored well in the 1988 report were eliminated or altered for the 1989 
report. In the 1988 report, Montana scored the maximum possible points for 
having a system of fiscal notes, for having program evaluation and sunset laws 
and for using tax indexing. But all of those sUb-indexes on which we got 
straight A's in 1988 were removed from the 1989 report. In 1988, we scored 
well on the "all other taxes" measure, but that, too, was dropped this year. 

The report gives little credit to resource-extraction states that have taxes 
on such things as coal mining, oil and gas extraction, etc. Its authors admit 
that that's a significant oversight in Montana, where severance taxes have in 
the past collected more revenue than this proposed sales tax would collect. 

The Corporation completely ignored our coal severance tax trust fund when it 
handed out grades for having what they called "rainy day funds," which clearly 
our trust fund is. We got an "F" in that category when in fact we should have 
received an "A." 
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between the state and localities. While we have no program called "revenue 
sharing," we levy many state taxes that are shared between the state and 
localities, the newest and perhaps largest of which is the video keno and 
poker machine tax. 

However, the corporation's biggest mistake is in using only property. income 
and general sales taxes to rate the various states' tax structures. In Monta­
na, that would capture only $802.3 million out of $1.2 billion in state and 
local taxes levied in the 1937-88 year, according to the Montana Tax Founda­
tion Inc. That leaves 35 percent of Montana's taxes out of the rating alto­
gether. The authors acknowledge the shortcoming of their system, and even 
indicate that other studies have pointed out those shortcomings. 

Unfortunately, the false conclusion that can be drawn from this system is that 
Montana needs a sales tax in order to have a more balanced revenue system. 
That's the conclusion drawn by the Montana Ambassadors, which has been circu­
lating this flawed study without reference to its mistakes and overs;g~ts. 

Let me quote for you from the letter written by CfED in response to our in­
quiry: 

"The first misconception that we want to lay aside is the idea that we 
are advocating a sales tax as the answer to Montana's economic ills. The 
philosophy of the Report Card is clearly that tax policy is a limited tool for 
promoting economic development, especially when used to try to lure out-of-
state businesses, " 

"While, for most states, our use of income, sales and property taxes to 
measure balance produces reasonable results, we recognize that not all states 
face the same circumstances. From the material you sent us, it is clear that 
in Montana there are specific circumstances (namely, the importance of sever­
ance taxes), which may permit the state to avoid imposing sales taxes and 
still meet the test of balance. Therefore, we understand and agree that the 
State AFL-CIO's position on sales taxes is a reasonable one for Montana." 



To: Senate Taxation Committee 

From: Allen Chronister, State Bar of Montana 

Re: Sal es Tax 

The State Bar of Montana has taken no position on the 

general issue of a sales tax. However, the Bar is opposed 

to the taxation of legal services, and requests that you 

exempt the receipts of attorneys from the practice of la,¥' 

from the sales tax. 

We submit the following points for your consideration on 

this issue: 

1. A tax on legal services is not a tax on lawyers or the 

legal system, but is a tax on people who require legal 

services. Taxing legal services merely makes the lawyer a 

tax collector. While a sales tax on legal services would be 

paid by wealthy corporations, it would also be paid by the 

woman seeking a divorce. The very poor, if they get legal 

services at all, usually get them for free, and the very 

rich can easily afford to pay the tax. A sales tax on legal 

services, therefore falls most heavily on the middle class 

who struggle to pay legal costs in the first place. 

2. The tax would apply only to purchased legal services. 

Large organizations such 

have attorneys on staff 

thereby avoid paying the 

as major corporations 

as regular employees 

tax. Thus Montana 

typically 

and would 

Power and 

Mountain Bell, for example, would probably pay nothing under 

this tax. The average business which has to retain an 

attorney for such things as licensing, taxation, business 

organization and commercial disputes would pay the tax. 

3. Public entities--state or federal--would not pay the 

tax. Governmental entities usually have attorneys on staff, 

and if they do hire outside counsel, the tax would not 
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apply. This puts the litigant who is opposing the 

government to at least a financial disadvantage since that 

litigant has to pay his attorney fee plus the tax. There is 

a possibility that equal protection, due process, and equal 

access to justice issues are raised. This might be most 

acute when an individual is sued by the government--a 

plumber, for example, whose license the state wants to 

revoke, or any criminal defendant. The government gets its 

legal services tax free, while another cost of defending 

livelihood or liberty is placed upon the defendant. 

4. People who are sued cannot, 

choose to not use legal services. 

not choose to be defendants. It 

as a practical matter, 

People who are sued do 

is a situation they are 

forced into and it results in a tax that they must then pay. 

This stands in contrast to an underlying theme in sales tax 

proposals to not tax the necessities of life--food and 

medical services for example. 

5. Imposing a tax on defendants 

unconstitutionally impair access 

in 

to 

criminal matters might 

counsel. A si:nilar 

argument could arise with regard to the constitutional right 

to access to the courts for full legal redress of 

grievences. 

6. Practical and equitable problems arise in regard to such 

situations as contingent fees (agreements would have to be 

"plus tax," supposedly also paid from the main award). Many 

cases are taken by attorneys on acontingent fee basis, in 

which the attorney is paid a percentage of whatever is 

collected in the lawsuit. Jury awards may not contain an 

extra amount for attorney fees. When a client pays his 

attorney from a substantial jury award it may not work a 

hardship, but same is not true of the majority of awards and 

settlements, or the workers compensation claimant who pays 

his attorney a percentage of his bi-\veekly check. Further 
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deducting a tax could lead to real hardship for those' 

claimants and for others in the contingent fee arrangement. 

7. There are situations with multi-state connections that 

will make application of the tax very difficul t. For 

example, when an out-of-state entity hires an out-of-state 

lawyer to represent it in Montana, is there a taxable event? 

If so, when does it begin and end? For example, some years 

ago Commonwealth Ed ison hir ed Will iam Rogers to challeng e 

Montana's coal tax. Would that event have been taxable in 

its entirety, or just for the portion of Mr. Rodgers bill 

attributable to the time he actually spent in Montana? 

Would it apply to his bill for time spent writing a brief in 

New York that was filed in a court in Montana? What about 

the Montana attorney who must be hired as local counsel--how 

does he go about collecting the tax? 

8. Enforcement of the tax may directly conflict with 

attorney-client 

against the tax 

privilege. A most 

is the potential for 

compelling argument 

breach of attorney-

client privilege in the event of an audit. As a practical 

matter all of a taxpayer's books and records would have to 

be open to audit in case of a dispute. This would either 

make client files open for audit, leading to serious legal 

issues, or if the files were not open for audit, 

difficulties in enforcement would clearly arise. It is not 

enough to 

audited. 

suggest 

Those 

that only 

types of 

billing 

records 

records need to be 

frequently contain 

considerable detail about the work done. 

Thank you for your time and consideration. 
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Amend HB747, page 14 line 12 following "Section 8" 
"certainll • 

brlL~ Wl'ti ng the word ,.~ .~. 
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Page 14, line 12 & 13 after "receipts" strike "of government agencies ll • 

Line 13 after "(1)" strike the remainder of line 13. 

Line 18 following "water", insert "sewer service, telephone service,". 

Line 19 & 20 following "electricity" strike "by a utility owned or operated 
by a political subdivision of the statell. 

Line 20 following "are" strike "subject to" and insert lIexempt from". 

Section 8 would then read: 

New Section Section 8 .. Certain receipts exempt. (1) All receipts of the 
United States or any agency or instrumentality of the United States or of 
this state or any political subdivision of this state are exempt from the 
sales tax and use tax. 

(2) Receipts from the sale of gas, water, sewer service, telephone service, 
or electricity are exempt from the sales tax and use tax. 
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TESTIMONY OF CHARLES W. WALK, EXECUTIVE DIRECTOR OEXIfilIBIENO. I­
MONTANA NEWSPAPER ASSOCIATION, ON SB 469 BEFORE TH&rfENATE ~/~zJi~ 
TAXATION COMMITTEE. ------~~~;~,~ 

~sI!~ BILL NO. 
Mr. Chairman, members of the committee, for the record, 
my name is Charles W. Walk. I am executive director of 
the Montana Newspaper Association, which includes in 
its membership all 11 daily newspapers and 65 of the 
weekly newspapers in Montana. 

I am here today to support an amendment to SB 469 which 
would exempt newspaper subscription revenues from the 
bill. 

The exemption we are requesting is identical to the compromise 
reached with the House Taxation Committee's sub-committee 
on HB 747 and concurred in by the entire committee just 
last week. 

The amendment would mean that Montana's newspapers would 
be paying the sales tax outlined in SB 469 on all papers 
sold through coin-operated news racks and over-the-counter 
sales. outlets. It would mean that the subscriptions 
sold by the newspapers' carrier forces--both youth and 
adult carriers--and through the newspapers direct would 
be exempt from the tax. 

The compromise in the House committee was reached after 
we pointed out several problem areas involving subscription 
sales of· newspapers. 

First, we pointed out the competitive disadvantage such 
"a tax on subscription sales would put on Montana newspapers 
competing with out-of-state publications, both"newspapers 
and magazines. Since the tax could not be placed on the 
subscriptions of such publications as USA Today, the 
Spokane Spokesman-Review, Time, and U.S. News and World 
Report, it would mean Montana publications would be operating 
at a distinct disadvantage in this area. On the other 
hand, a tax on over-the-counter sales and rack sales 
would be taxed in identical manners and, therefore, the 
Montana newspapers would not be at any competitive disadvantage. 

Second, we also pointed out the problems inherent with 
taxing subscriptions, thereby turning carriers--who actually 
are wholesale contractors of the newspapers--into tax 
collectors. The unfairness of this, of course, is that 
newspapers would be the only wholesale supplier which 
would be asked to deal with a tax on goods and services 
they sell to independent contractors. 

I will be glad to answer any questions about these and 
other problem areas involved with the taxing of newspaper 
subscriptions. 

We urge the adoption of an amendment exempting newspaper 
subscription revenue from SB 469. Thank you. 
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