MINUTES
MONTANA SENATE
51st LEGISLATURE -~ SPECIAL SESSION
COMMITTEE ON TAXATION
Call to Order: By Senator Bob Brown, Chairman, on Tuesday,
July 11, 1989, at 9:00 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

DISPOSITION OF HOUSE BILL 5

Recommendation and Vote:

Senator Eck MOVED to take HB 5 from the table. The motion
CARRIED with Senators Walker and Norman voting no.

Senator Eck MOVED HB 5 Be Concurred In As Amended. Senator
Eck explained the bill, as she understands it, starts
the exemption at $12,000 which is then indexed to
$18,000 for private, federal, and state retirees. She
felt there has been a commitment to state employees and
that should not be revoked. The additional cost of
providing the exemption to the private pensioners is
$1.4 million a year.

Senator Walker said taxation should be an instrument of
fairness. Everyone should get the same break. He said
he did not feel the promise to state employees could be
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broken but reminded the committee this is a very
complex issue. He expressed concern over the dividend
and interest issue and the private retiree such as a
farmer or rancher.

Senator Eck added the cost of doing nothing would amount to
$2.6 million a year. She noted the study was dropped
from the bill in previous action.

The motion that HB 5 Be Concurred In As Amended CARRIED on a
roll call vote (Exhibit #1).

DISPOSITION OF SENATE BILL 8

Amendments and Votes:

Senator Walker MOVED to amend the bill bv exempting all
licensed brokerage commissions as reflected elsewhere
in statute. The motion CARRIED unanimously.

No further action was taken on the bill.

PRESENTATION

Senator Brown introduced Larry Dodge, Helmville, to the
committee. Mr. Dodge had asked to make a presentation
on sale of state land to finance education.

Mr. Dodge said his proposal would generate approximately an
additional $40-$50 million per year to fund schools by
beginning to sell state lands and putting the proceeds
into an inviolable trust. He said there are
approximately 550 million acres of state land variously
worth $50 to $2000 an acre. By averaging at $200 an
acre the proceeds would generate $1 billion. That
would net approximately $90 to $100 million a year. He
said currently state leases generate about $44-$45
million per year.
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Mr. Dodge pointed out nature conservancy groups are creating
a new brand of land purchaser as well as those groups
who are purchasing easements such as mining, oil,
and/or grazing rights. Various easements on property
could generate more money than outright sales.

Side benefits to the sale of the land would be a sunsetting
of the Department of State Lands, solving of the state
land access problem, and reduction of the state fire
liability.

In addition, it would put land on the tax rolls that
"has not previously been there thereby increasing the
tax base.

Senator Brown asked if this would include state park lands,
fishing accesses, cabin leases, etc.

Mr. Dodge replied those factors would all have to be
considered and admitted it is a far ranging problem
which would take a lot of work and study.

Senator Bishop objected strenuously to the idea saying he
felt it was the stupidest proposal he had ever heard.

ADJOURNMENT

Adjournment At: 9:50 a.m.

SENATOR BOB BROWN, Chairman

BB/jdr
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ROLL CALL

TAXATION COMMITTEE

S¢sd LEGISLATIVE SESSION ~- 1989 Date Zé{;gj

NAME PRESENT ABSENT EXCUSED
SENATOR BROWN X
SENATOR BISHOP X

_____SENATOR CRIPPEN )%
SENATOR ECK %
SENATOR GAGE v
SENATOR HAGER X
SENATOR HALLIGAN K
SENATOR HARP Y
SENATOR MAZUREK - Y
SENATOR NORMAN X
SENATOR SEVERSON %
SENATOR WALKER %

Each day attach to minutes.
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Hr. Chairmen: 1 wove to amend HB 5 (Lhird reading copy -- blue)
ag followe:

1. Strike Senate Committee on Taxation awendments 1, 2, and 3,
dated July 11, 1989,

2., Title, line 5.
Following: "BENEFITS"
Ingerts -", AFTER ADJUSTHENT FOR INFLATION,"

3. Title, line 7.

Following: "SYSTEMS;"

Ingert: "T0 EXCLUDE FROM TRXATIOR AN AMOUNT OF BENBFITS BASED UPOR
THE PERCENTAGE OF YEARS IN WHICH THE EMPLOYEFE PAID INCOHE
TAXES OR THE CORTRIPUTIONS TO THE FERSIOH OR ARRUITY; ™

4, Page 1.

Following: line 17

ITngerts "REH _BECTIOR., Section 1., Determination of retirement
benefite exempt from taxation -- limitations. (1) For the
purposes of 1%5-30-111 and 15-30-136, the amount determined in
subsection (1}{a) plug the amount determined in subsection {(1)(h},
subject to the limits in subseccotion (2), may be excluded frowm the
amount of bepefit incowme derived frow pencgions and annuities, The
tarpaveyry is entitled to:

{a} the total amount of all HMontana incowms tax adjustments
for pensiong and annvities payving benefits to the tazpayey. The
tax adiustment {or each pensgion or annpuity is the amuunt of
Lenefltes fromw the pension or apouity received during the vyear
mulitiplicd by the product of 3%% tdwes s fiaction with a numaralor
that dis the nusber of years Hontana incowe taxes wele paid on
contributions the emplovee made to the pengion or annuity over a
denominatory that 1ig the numbeyry of vyears the employee made
contribbutions to the peneion or annulty.

{b) 512,00¢ in benefits, adjusted by the department of
revenue by the inflation factor in 15-3¢-101(8), for each taxpayer
regardless of the number of pensiong or annujties paying benefite
to the taxpaver.

{2) The allowable exclugion amount calculated in subgection
(1) is limited to:

{a) the exclusion amount calculated pursuant to gubsgection
{1); or

{b) the benefits received frow pensiong and annuitles.
Renunber: subgeguent sectioans

5. Page 2, lines 23 and 24,
Strike: "all" on line 23 through "received™ on line 24
Ingert: “the allowable exclusion amount of benefity from a pension

cwhh@8im. 712



or

6. Page
Strike:
Incert:

or

7. Payge
Strike:
Strike:.
Ingert:

&, Page
Strike:
Iansert:

9. Page
Strike:
Inrert:

annuity, determined pursuvant to [section 11°
9, linee 15 and 16.

"all®” on line 15 through "received”
"the allowable exclugion amount of
annuity, determined pursuwant to [section 11"

an Yine

12, line 4.
*£12,000"
"the exclugions provided in [section 1}"

12, line 19.

"g12,000"

"the exclusionsg provided 1o [scetion 11"
13, Yine 11%.

"The firnt Siz,6n0"

"Renefite”

Strike: "isg”

Jugsert: “are"

10, Page 13, line 312,

Fellowing: "tazation”

Insert: "to the entent authorized under jsection 11"
11, Fagye 13, Yine 2@,

Strike: "g1z, 006" :
ITnwert: "the exclugions provided din Jecction 1170
12, VYags 14, line 14,

Strike: "§12,008"

Ingert: "the exclusions provided in Jeection 117
13. Page 14, line 25,

Strike:. "312, 00"

Insext: "the exclusgioneg provided in |szection 1}]"
14. Fage 1%, line 12.

Strike: "§12.000"

Inzert: "the exclugions provided in {section 11"
15. Page 15, line 24,

Styike:
Ingert:

16.

Ingert:

Page 1%,
FPollowing:

"Phe firet £12,000 of benefits”
"Renefitg”

line 25.
"taxation”

"tn the extent autbhorized under [egection 117

July 12,
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1989
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17. Page 16, line 16.
Strike: "The first 512,000 of benefits”
Insert: "Benefits"

18. Page 16, line 12.
Following: "taxation®
Insert: "to the extent authorized under [section 11"

19, Page 16, line 21.
Strikes "The firet $12,00¢ of benefitsg”
Ingert: "Benefits”

20. Page 16, line 23.
Following: “taxation”

s e i T

Insert: "to the extent authorized under f[gection 1]1°

21. Pagye 17, line 4.
Strike: "§12, 060"
Inzeri: "the exclusions provided in legection 13"

22, Page 17, lines 14 and 15. .
Strikes T"except”™ on line 14 through "312,000" on line 15
Insert: "to the extent auvthorized under [section 11"

23. VPage 17, lineg 23 throuah 2%,
Strike: "," op line 22 through "{2}," on line 25

24, Page 18, linesg % throuvgh 9.
Strike: subsection (b)) in ite entiretly
Repuebeor: gubseguont subgection

25, Page 18, lines 13 through 21.
Strike: subgsection {2) in its entirety
Renunbher: subseguent subsection

26. Page 18,

¥bdllowing: line 2% ‘

Inzert: "NEW SECTION, Section 17, Codification dinstruction.
[Section 1] is intended to be codified as an integral part of
Title 15, chapter 30, and the provisiong of Title 1%, chapter
30, apply to [esection 11]°

Renumber: subgeguent sections

27. Page 19, line 11.
Strike: "14"
Insert: "1H"

cwhbOhfm, 7102



28. Page 19,
Strike: "14"
Inrext: "16°
RDOPY

REJECT

line 12.

Signed:

Page 4 of “$=
July 12, 1989

Senator Brown
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