MINUTES
MONTANA SENATE
51st LEGISLATURE - REGULAR SESSION
COMMITTEE ON TAXATION
Call to Order: By Senator Bob Brown, Chairman, on April 5,
1989, at 8:00 a.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 HOUSE BILL 125

Presentation and Opening Statement by Sponsor:

Representative Harrington, District 68, said the bill allows
for 1 persmissive mill to be levied for economic
development. This is an exemption for local
governments from the property tax freeze provisions.

List of Testifying Proponents and What Group they Represent:

Alec Hanson, Montana League of Cities and Towns

Gordon Morris, Montana Association of Counties

Kay Foster, Billings Chamber of Commerce and the
Billings County Commission

Chuck Stearns, Finance Director, City of Missoula

Ron Klaphake, Missoula Economic Development Corporation

List of Testifying Opponents and What Group They Represent:

None
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Testimony:

Alec Hanson, Montana League of Cities and Towns, said the
bill is very important to local governments. Economic
development money is critical to local areas in terms
of creating a climate for development of new business
opportunities and new jobs.

Gordon Morris, MACO, expressed support for the bill.

Kay Foster, Billings Chamber of Commerce and County
Commission, expressed support for the bill.

Chuck Stearns, Finance Director, Missoula, pointed out this
has always been a local voted levy and if the voters so
choose they are now freed from the contraints of I-105
and able to vote one mill for economic development.

Ron Klaphake, Missoula Economic Development Corporation,
said there is a good amount of federal money available
on a one to one match basis and the one mill is needed
for that purpose as well as others. He pointed out the
permissive mill is already on the books, but local
governments have been prevented from utilizing it
because of the I-105 freeze.

Questions From Committee Members:

None

Closing by Sponsor: Representative Harrington closed.

HEARING ON HOUSE BILL 280

Presentation and Opening Statement by Sponsor:

Representative Vincent, District 80, said the bill was
introduced at the request of some of his constituents
who indicated they would like to the elderly homeowner
and renter credit program expanded. It is currently
the only property tax relief program in force in
Montana. He submitted Exhibit #1 which explains the
current status of the bill. The bill allows the
exclusion of either $4000 or 50% of the household's
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total retirement income for the purposes of calculating
eligibility for the credit. He said the program has
been very well received to date. He said this bill
helps meet the goal of keeping senior citizens in their
own homes.

of Testifying Proponents and What Group they Represent:

List

Hal Manson, American Legion of Montana

George Poston, United Veterans Committee of Montana
John Denherder, Chairman, Disabled Veterans of Montana
Rich Brown, Montana Veterans Affairs Department

of Testifying Opponents and What Group They Represent:

None

Testimony:

Hal Manson, American Legion of Montana, expressed strong

support for the bill as it is of great benefit to many
older veterans.

George Poston, Disabled Veterans of Montana, expressed

John

Rich

support for the bill.

Denherder, Disabled Veterans, said the bill provides
some support and tax relief for older veterans and
senior citizens. He urged the committee to give the
bill serious consideration.

Brown, Montana Department of Veterans Affairs, said the
Board appreciates Representative Vincent's efforts in
providing for a partial exclusion of veteran's
retirement benefits as a tax benefit in the bill. He
said the bill has the unanimous support of the Board of
Veterans Affairs.

Questions From Committee Members:

Senator Eck asked if Representative Vincent would oppose

capping the bill.

Representative Vincent said he would not object to a

reasonable cap. He pointed out there is a $400 dollar
cap in the statute right now.

Senator Crippen expressed concern that renters are not being

treated fairly in the bill.
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Representative Vincent said renters are eligible in that the
percentage of their rent which is going to pay property
taxes is deductible.

Closing by Sponsor:

Representative Vincent closed by saying this is a tidy bill
and it speaks for itself quite clearly. He urged the
committee to pass the legislation.

HEARING ON HOUSE BILL 293

Presentation and Opening Statement by Sponsor:

Representative Cohen, District 3, sponsor, said the bill
provides a credit for dependent care of young children
or elderly family members. Dependent care costs are a
major cost of employment. He presented two sheets of
information regarding dependent care credit to the
committee (Exhibit #2 and #3).

List of Testifying Proponents and What Group they Represent:

Paulette Bailey, Helena
Brenda Nordlund, Montana Women's Lobby

List of Testifying Opponents and What Group They Represent:

None

Testimony:

Paulette Bailey, Helena, said she had asked Representative
Cohen to introduce this legislation. She said child
care is the most critical cost of employment. She had
applied for a home loan, with a good credit rating,
income, and qualifications to meet the home loan.
However, she was turned down on the basis of her
expenses being too high -- the largest of which was her
child care cost. Because of her income level, she is
unable to deduct any of the thousands of dollars she
pays for child care. She felt working parents should
be eligible for a tax credit for child care expenses,
just as mileage, entertainment, and lodging expenses
are allowed.

Brenda Nordlund, Montana Women's Lobby, expressed support
for the bill. She said she felt there should be an
amendment referring to married couples filing
separately on the state return. If you have filed
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jointly on the federal return you may be precluded from
the credit if you file separately on the Montana form,
She also felt the credit could be added to the current
form by a one line addition. She also urged the
committee to take a close look at the rules regarding
divorced parents and the waiver of exception.

Questions From Committee Members:

Senator Mazurek asked if this is limited only to child care

or does "dependent" cover elderly care also.

Representative Cohen said Representative Good has a bill

which would provide a 30% credit for elderly care only.
SB 293 provides a 25% credit for child care and elderly
care both. He pointed out the fiscal note should
reflect a $2.2 million cost rather than $3 million due
to the overlap with Represenative Good's bill.

Closing by Sponsor:

Representative Cohen closed by saying this tax relief bill

empowers parents to make good choices in child care and
gives them more control over how they spend their money
on child care. He urged the committee to pass the
bill.

HEARING ON HOUSE BILL 475

Presentation and Opening Statement by Sponsor:

Representative Cohen, District 3, sponsor, said the bill has

List

been revised many times since its introduction in the
House. The bill generally revises the classification
of property. He said there are 10 classes of property
as defined in Exhibit #4. All personal property is
combined in Class 6 with nothing assessed at above 11%.
He said the only other change in the bill is that
railroads and airlines receive a reduction because of
the weighted average compensation. He said the
amendments (Exhibit $#5) are changes that should have
been in the bill, but due to illnes of the House
researcher, were overlooked. The are simple amendments
which bring the bill into line with the spreadsheet
(Exhibit #4).

of Testifying Proponents and What Group they Represent:

Dennis Burr, Montana Taxpayers Association
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of Testifying Opponents and What Group They Represent:

Gordon Morris, Montana Association of Counties
Alec Hanson, Montana League of Cities and Towns
Chuck Stearns, Finance Director, City of Missoula
John Lawton, City of Billings

Testimony:

Dennis Burr, Montana Taxpayers Association, said the bill is

in good shape now that all personal property is in one
class. He said the bill does not have a large fiscal
impact on local government. He pointed out in Class 6
there are independent telephone companies, rural
telephone companies and telephone equipment which are
taxed at 8%. All the rest of Class 6 is 11%. He
suggested they be moved to another class to preserve
the integrity of the common tax percentage in each
class. The total fiscal impact in personal property
taxes in $3 million which equals 1/2 if 1% of the
property tax collections which is not terribly
significant, however, Mr. Burr hoped there would be
other bills that would have a more significant impact
on reducing personal property taxes.

Opponents:

Gordon Morris, Montana Association of Counties, said the

Alec

$3 million fiscal impact is significant in terms of
local governments and schools. While MACO strongly
supports income tax reform, they do not believe this
bill is the vehicle to accomplish it. He said eroding
the tax base a few thousand here and a million or two
there has a cumulative effect of bringing us to the
situations we face today such as the I-105 revolt and
the stifled economic condition due to extremely high
personal property taxes.

Hanson, Montana League of Cities and Towns, expressed
opposition to the bill saying this bill represents a
small step down the same old road. It erodes the tax
base and yet the counties, cities, and schools are
still operating under a tax freeze and cannot absorb
any more losses. The City of Missoula would lose
$116,000 under the provisions of this bill. He urged
the committee to kill the bill.

Chuck Stearns, City of Missoula, presented a chart detailing

the impact of the bill on Missoula local government
which he reviewed with the committee (Exhibit #6).
He said the bill would not be so bad if there were a
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dollar for dollar replacement provision. However, this
bill, combined with the effects of several other
proposed pieces of legislation this session, nibble
away at the tax base until there is a significant bite
taken. He urged the committee to give very serious
consideration to the ramifications of passing the bill
without replacement revenue.

John Lawton, City of Billings, said the city council has
endorsed property tax and comprehensive tax reform. At
the same time, the reform should allow local
governments to keep or expand their revenue base
according to the wishes of the citizens. He said this
bill institutes some tax reform, but there is not
provision for protection of the existing revenue base.
The loss to Billings under the bill would be over
$100,000. He said the small erosions in the base do
have a cumulative impact such as fewer police and
fireman than ten years ago, yet a pronounced population
growth has occured.

Questions From Committee Members:

Senator Mazurek asked Representative Cohen how he justified
the different rates in the same class.

Representative Cohen said the intention was to have the
class rates of 11% reflect increments of the 11%, i.e.
8/11ths or 4/l1ths.

Senator Eck asked if there was any discussion in the House
of adding a replacement schedule.

Representative Cohen replied they had fiddled with rates
trying to lower rates without significant impacts.
He said Director Nordtvedt had allegedly put out a memo
which reallocated bank and vehicle taxes to make up the
losses. However, Representative Cohen had not seen the
memo.

Closing by Sponsor:

Representative Cohen closed by saying he would appreciate it
if the committee would amend the bill to conform to
Representative Patterson's bill. He said the bill is
not significant in terms of impact but does lead us
toward tax reform and he urged the committee's support.
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EXECUTIVE SESSION
DISPOSITION OF HOUSE BILL 125

Discussion: See Following

Amendments and Votes: See Following

Recommendation and Vote:

Senator Eck MOVED HB 125 Be Concurred In.

Senator Norman questioned the need for an effective date on
passage and approval.

Chuck Stearns indicated the bill had originally provided for
the voters to impose a one mill levy, however, with
that provision stricken, there seems to be no need for
it to remain.

Gordon Morris added the one mill levy provision could have
been included in a vote on the economic development
levy or school election before July 1.

The motion that HB 125 Be Concurred In CARRIED with Senator
Gage voting no.

DISPOSITION OF HJR 13

Discussion:

Senator Brown indicated he felt this is a purely academic
resolution and not anything to which we are really
tied.

Senator Eck said we are not approving a budget, we are only
adopting the assumptions in the resolution and
establishing a basis for LFA to use. She said she felt
it should go to the floor so that the whole Senate can
get more of a general understanding of what goes on in
this budget process.

Senator Harp suggested waiting until the last possible
minute to act on the resolution so that the latest
figures can be computed and amended into the bill.
The figures the resolution contains at this point are

from March 20.
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Amendments and Votes: None

Recommendation and Vote: None

DISPOSITION OF HOUSE BILL 567

Discussion: None

Amendments and Votes:

Senator Norman moved to amend the bill as per the attached
standing committee report (Exhibit #7).

The motion CARRIED unanimously.

Recommendation and Vote:

Senator Eck MOVED HB 567 Be Concurred In As Amended.

The motion CARRIED unanimously.

DISPOSITION OF HOUSE BILL 475

Discussion: None

Amendments and Votes: None

Recommendation and Vote:

Senator Bishop MOVED HB 475 Be Tabled.

The motion CARRIED with Senator Mazurek voting no.

ADJOURNMENT

Adjournment At: 10:00 a.m.

ol e

SENATOR BOB BROWN, Chairman

BB/jdr
MIN405.jdr



ROLL CALL

TAXATION COMMITTEE
5|t LEGISLATIVE SESSION -- 1989 Date <;Z5é’2‘
NAME | PRESENT ABSENT EXCUSED
SENATOR BROWN r)/
SENATOR BISHOP Y
SENATOR CRIPPEN Y%
SENATOR ECK y
SENATOR GAGE ¥
SENATOR HAGER Y
SENATOR HALLIGAN Y
SENATOR HARP )4
SENATOR MAZUREK X
SENATOR NORMAN Y
SENATOR SEVERSON )'e
SENATOR WALKER \/

Each day attach to minutes.
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Department of Revenue

Ken Nordtvedt, Direclor

Room 455, Sum W. Mitchell Building
Helena, Montana 58820

March 16, 1989

Representative Bob Raney
Montana House of Representatives
Capitol Station

Helena, Montana 69620

Dear Representative Raney:

Per your request, attached are the amendments we discussed for HB 280.

The amendments allow the exclusion of the greater of $4,000 or 50% of the
household’s total retirement income from the income used to determine the

credit. Current law only allows the exclusion of $4,000.

With these amendments, HB 280 will reduce income tax collects by $210,000 per
year. A 26% exclusion would have had a negligible effect on collects.

If you have any questions, feel free to contact me.
Sincerely,

Steve Bender,
Acting Deputy Director

Director - (106) 441 2460 Loegal Allang - (400) 444-2852 Puersonnel Training - (106) 444-2866
"An Fgual Opportunity Employer”




Form 2EC Montana SENATE TAXATIION EERN :
File on or betare April 17, 1989 or with your Form 2 or 28 DATE 1%/5 /f’?
{ ! )
LAST NAME Frrst Name & Migdie intiat \'ourén: £l Nﬁnty No 71'7//.5) 4
Spouse’s last name if different Spouses First Name & Inihal Spouse's Social Security No.
Mailing Address City State 2tp Code
w
Q
5 Property Address it different Cny State 210 Code
v
X
=
w
2| PARTI YES NO
§ IF THE ANSWER TO ANY OF THE QUESTIONS BELOW IS NO, YOU'RE NOT ELIGIBLE FOR THE CREDIT.
Q DO NOT COMPLETE THIS SCHEDULE.
Were you age 62 or older as of December 31, 1988?
Did you reside in this state for 9 months or more during 19887
Did you occupy Montana residence(s) as an owner or renter a total of 6 months during 1988?
Was this residence subject to property tax?
(Examples Not subject to tax, HUD or government subsidized rental housing)
PART Il--List Income From All Members of the Household (See Instructions)
1. Enter total income received from wages, fees, bonuses, capital gains at 100%, ordinary
income, dividends and interest ... ... ... 1.
2. Enter total income for business, partnerships, rents, royalties, etc. (Do notinclude any losses) ....... 2.

3. Enter all pensions and annuities, including Railroad Retirement, PERS, Veteran's Disability,
S0Cial SBCUNY, BIC. . ... i 3

4. Enter any payments and interest on federal, state, county and municipal bonds

5. Enter alimony, public assistance, unemptoyment, tax refunds, and all other income not listed above ... 5.

6. Total income (Add lines 1HhrU ) .. ... i Total 6.
7. Maximum exclusion perhousehold $4000.00 . .. ... . . i 7.4 4,000.00 )
B. Total household income (Subtract line 7 from 6) (If less than zero enterzero) . ............. Total 8.

PLEASE FOLLOW INSTRUCTIONS ON THE BACK WHEN COMPLETING THIS FORM
HOMEOWNER—Complete line 9 (Renters—~Use line 10)
9. General property tax paid on residence and land in 1988 (Not to exceed 1 acre,
do not include special assessments or fees.) (See instructions) .. .......... ... 9.
RENTER—Complete form on reverse side

10. Rent paid on residence in 1988 (attachreceipts) . ........... ... ... ... ... 10.
11. Rent equivalent—Multiply line 10by 15% (15) . ... ... ... ... ... ... ... 11,
12. Total of allowable property tax and/or aliowable rents paid—Line Qandforline11 .................. 12.
PERCENT OF HOUSEHOLD INCOME COMPUTATION
13. Total household income fromline8 ....... ... ... . it 13.
14, Enter mulliplier figure from tax table onreverseside .............. ... ... 14,
15. Net allowable household income—Multiply line 13byline 14 . ........... ... ... .. ... .. ... 15.
16. Subtract line 15 from 12 {if this is zero or less, you cannot take the credit; do not file thisform) .. ...... 16.
17. Enter the amount from line 16 or $400 whichever is smaller (The maximum refund is $400) ........ ... 17.

If you file a Montana State Tax Form 2, enter amount from line 17 on line 58.

If you file a Montana State Tax Form 2S, enter amount from line 17 on line 35.

If you are not required to file Form 2 or 2S, mail this claim form o the address stated below.
Income Tax Division, P.0. Box 5805, Montana Department of Revenue, Helena, MT 59604.

REFUNDS WILL BE ISSUED THROUGH THE INCOME TAX DIVISION
1 declare under penalty of false swearing that the information in this return and attachment is true, correct and complete.

Your signature Date Telephone Number Spouse’'s signature

RETURN WILL NOT BE PROCESSED WITHOUT PROPERTY TAX CERTIFICATION, PAID PROPERTY TAX OR RENT RECEIPT(S) ATTACHED

Date
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Dependent Care Credit
House Bill 293
Percent of Gross Salary For Child Care

52%
Gross Salary : $10,000 Gross Salary : $10,000
Two children in child care One child in child care

Dependent Care Credit
House Bill 293
Percent of Gross Salary For Child Care

Gross Salary : $15,000 Gross Salary : $15,000
Two children in child care One child in child care
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MONTANA CHILD CARE FACT SHEET ‘l{ﬁi\ﬂ,\ Coiren }/S/XJ}
~ =2 B
PORLATION BILL NO._Z2 293
1987 Estimates
Total populationt 809,000
Total number of children under 18 years: ] 224,000
Total number of children 5-14 years: 124,000
Total number of childrsn under § years: : 64,000
1980 Census
Total populstions 786,690
Total number of children under 18 years: 231,885
Total number of children 6-17 years: 140,038
Total number of children under 6 years: 76,416
Total number of families: 207,524
Total number of female-headed households: 19,952

Of total number of children under age 18:
d1.1 % are in married couple families --
10.4 X have 8 female—headed household [no husband present)
2.0 X heve 8 male—headed household (no wife present)
6.4 X live with other relatives or non-relatives, are a spouse or head of household or are inmetes of
institutions or group quarters
Source: Montane Census and Economic Information Buresu, 1980 Census, Helena, MT; and Montane Women_ in the
80's, Montena Department of Lebor end Industry Research and Analysis Bureau, Helena, MT.

MEDIAN INCOME
Median income: Family of 4 Family of 3 Femily of 2
$20,776 $18,758 $15,491
Married Couple Female—Hesded Female—Headed with
Household © children under 6 years
$19,558 $ 9,157 $ 4,831

Medien income for sll families: $18,413
Msdian income for femsle-headed households: 48.7 ¥ of medien income for all femilies
Source: Montane Census and Economic Informstion Bureau, 1880 Census, Helena, MT,

MONTARA FARILIES IN POVERTY

Number of families with children under 18 years below poverty level: 13,854
Number of female-heeded households below poverty level: 6,072
Number of female-headed households with children under sge 6 below poverty level: 3,074

One—third of Montans families Living in poverty with children under 18 yeers of age are headed by a female
with nc husband present,

Determining Poverty Level:

Family of 4 Femily of 3 . Family of 2
$7,442 5,787 $4,723

Monthly Montena AFDC benefit for femily of 3 (in 1986): $354
Sourcg: Montans Census and Economic Informstion Buresu, 1880 Census, Hslens, MT; end Children's Defense
Fund, Weshington, DG
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Amendments to House Bill No. 475 5&&”@~__
Third Reading Copy

Requested by Rep. Ben Cohen
For the Senate Committee on Taxation

Prepared by Dave Bohyer
April 4, 1989

l. Page 21, line 2.
Strike: "and"

2. Page 21, line 3.
Strike: "."
Insert: "; and"

3. Page 21.
Following: line 5
Insert: "(F) all property described in [section 7]."

4. Page 32, line 9.

Following: "(a)"

Insert: "(i) except as provided in subsection (1l)(a)(ii) and
except for personal property specifically included in
another class,"

5. Page 32, lines 12 and 13.
Strike: "except" on line 12 through "class" on line 13

6. Page 32.

Following: line 22

Insert: "(ii) items of personal property that satisfy all of the
following:

(A) the full and true value of the personal property
is less than $5,000;

(B) the personal property is owned by a business whose
primary business income is from rental or lease of personal
property to individuals wherein no one customer of the
business accounts for more than 10% of the total rentals or
leases during a calendar year; and

(C) the lease of the personal property is generally on
an hourly, daily, or weekly basis."

7. Page 35, line 2.

Following: "(4)"

Insert: "(a)"

Strike: "Class"

Insert: "Except as provided in subsections (4)(b) and (4)(c),
class"

Strike: "10%"

Insert: "11%"

1 hb047521.adb
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8. Page 35.
Following: line 3
Insert: "(b) Property described in subsection (1l)(a)(ii) is
taxed at 4% of its market value.
(c) Property described in subsections (1)(b) through
(1)(e) is taxed at 8% of its market value."

9. Page 36.

Following: line 12

Insert: "NEW SECTION. Section 7. Class fourteen property ——
description -- taxable percentage. (1) Class fourteen
property includes livestock and other species of domestic
animals and wildlife raised in domestication or a captive
environment, except for cats, dogs, and other household pets
not raised for profit.

(2) Class fourteen property is taxes at 4% of its

market value."

Renumber: subsequent sections

10. Page 79.

Following: line 12

Insert: "NEW SECTION. Section 18. Codification instruction.
[Section 7] is intended to be codified as an integral part
of Title 15, chapter 6, part 1, and the provisions of Title
15 apply to [section 7]."

Renumber: subsequent sections

2 hb047521.adb
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100% DISABLED VETERAN [MPROVE.
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APROVE, 0N RESID. CITY/TORN L0S
[MPROVE. OF COMX, CITT/TOVN LOTS
CONNERCIAL IMPROVENENTS ON R.0.1.
GOLY CQURSE [XPROVENENTS

POLLY TAXZD INDOSTRIAL IMPROVE.
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L.&. OTILITY TROCES -1 & 1.5 108
L.A. C0-0P TRUCKS - 1 & 1.5 ToON
TROCKS 0781 1.5 TONS {BACK TAIES
TROCES OVER 1.5 1008

L., UTILITY TROCXS.QVER 1.5 TONS
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TIALLERS 18,000 L3S GVW & UNDER
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11.000% $657.75  11.000% Essms 0.00
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£.930% SIST.79 1,930 2157.19 $0.00
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1,000 $1.863.38 120004 - §12.683.38 §6.00
10008 S2I1080.55 12,0008 §223.083.% §9.50
.000% 3014003 D.500% 20,1420 30,90
10,970 800 10,9108 §188.0% §0.00
12.000% $824.88  10.970% $756.17 ($73.71)
12,0008 SI9T.073.43 12,0008 3197.079.4 §0.00

SUB-TOTAL OF 1A7E CERNGE EFFECTS

§1.010,172.336

§3.967.226.11

§5.850.850.07

(§116,574.05) mm——mr



SENATE TAXATION "%
EXHIBIT NO___7_ Y
DATE__ 7/&/3? 3
P'LL NO /7‘,(5 B

SERATE SYANDING COMHITTEE REFORY
April %, 1989

MR. PRESIDENT:

We, your committee on Taxation, having had under consideration
HB 567 (third reading copy -- blue), respectfully report that HB
567 be amended and ar so amended be concurred im

Spongsors Harrington (Bck)

1. Title, line 7.
Following: "POWERS"
Insert: "WITH SELF-GOVERNING POWERS"

2. Page 2, line 25.

Folloving: "powers”
Inserts "with eelf-governing powercs”

‘3., Page 3, line 4.
Following: "GOVERNMENT"
Insert: "with self-governing povers”

4. Page 3, line 7.

Following: “"powers"”
Insert: “with self-governing powers”

5. Page 3, line 10,

Following: "GOQVERNMENT"
Insert: "with self-governing powers”

ARD AS AMERDED BE CONCURRED IN 7—; < S

Signed: i i A"Kj“
Bob Brown, Chairman

scrhbs67.405 . 7
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(Please leave prepared statement with Secretary)





