
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE 
HOUSE OF REPRESENTATIVES 

-The second meeting of the Taxation Committee 
order by Chairman Gerry Devlin on January 9, 
in room 312-1 of the state capitol building. 

January 9, 1985 

was called to 
1985 at 9:00 a.m. 

ROLL CALL: All members were present except Representative 
Sands, who was excused. Also present was Dave Bohyer, Legis
lative Researcher for the Legislative Council and Alice 
Omang, secretary. 

HOUSE BILL NO. 42: Representative Manuel, District 11, stated 
that this bill was at the request of the Code Commissioner 
and he introduced Jim Lear, who explained the bill. 

Jim Lear, Staff Attorney from the Legal Services Division of 
the Legislative Council said that there were four items in 
this bill which he would like to explain. Item #1 was in the 
first section on page three of the bill lines 19 and 20. He 
noted that in the green summary page, there was an error in 
that section 108 should read 801. He informed the committee 
that section 15-23-801 is being stricken. 

The next item was in section 4 on page 6 of the bill, line 17. 
He said that this section was repealed in 1979 and the property 
previously contained in this section is now included in 15-6-134. 

The next item was in section 9, page 12, line 10 and 11 and 
this was another internal reference. He indicated that this 
was being replaced by a new subsection 8 on page 14 of the 
bill. He referred the committee to the green summary sheet. 
See Exhibit 1. 

The last item he wished to refer to was in Section 12, page 
17, line 11. He said that back in 1983, chapter 539 repealed 
parts 1 and 2 of Title 80, chapter 4, part 2 and that this 
reference is now erroneous. He noted that the correct refer
ence is now merely to Title 80, chapter 4. 

He indicated that the other changes in the bill are self
explanatory. 

There were no further proponents. 
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There were no opponents and no questions asked by the commit
tee. Representative Manuel closed and the hearing was closed. 

HOUSE BILL 54: Representative Marks, District 75, presented 
a handout to the committee. See Exhibit 2. He stated that 
this bill, which will eliminate the assignment of a county's 
interest in property acquired at a tax sale, attempts to correct 
a problem that has occurred from time to time in the situation 
where property taxes have not been paid by the landowners or 
the person on the contract and where some other person comes 
in and takes an assignment on the property. He said that 
there have been some real horror stories in this connection. 
He explained that the law provides that if the taxes have not 
been paid, anyone can pay the taxes and the penalty and then 
there is an assignment made to that person; and in cases where 
the owner has moved, notification of that assignment is not 
usually made to them. He indicated that this bill would pre
clude the use of these assignments. He continued that these 
delinguent taxes would be saved up and at the end of the third 
year, the property would be put on the block and sold to the 
highest bidder. 

PROPONENTS: 

Don Luraski, a private citizen from Helena, cited an experience 
he had in which he almost lost 20 acres of land for back taxes 
of $236.00. He said that it was just a matter of days in which 
he was able to get his land back. 

Charles Gravely, representing the County Treasurers' Associa
tion, stated that he supported the idea of the bill. He noted 
that they do have a lot of 'scalpers', as they are known, that 
go through delinquent tax lists and pay the back taxes hoping 
to get a tax deed at a later date. He informed the committee 
that there is a requirement that notification of an assignment 
must be served by registered or certified mail upon the owner 
of the property, the person occupying the property, anyone 
having a contract for deed on the property and any mortgagee. 

He sam that the notice must be directed to the address as 
reflected by the county clerk and recorder. He indicated that 
the thing that is happening in so many cases is that individuals 
applying for a tax deed are not giving notification of the 
proper address. He stated that this bill may not go far enough 
because the 'scalpers' can still obtain this property on de
linquent taxes - all that is required is that the 'scalper' 
appear at the tax sale, which must be held annually - some time 
in July. He suggested that a law could be implemented that 
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requires scalpers to bring an action in district court to convert 
title to that property and, as a condition, the judge could issue 
an order so that the 'scalper' must give proof of personal 
service upon the owner of that property. He indicated that he 
felt that should be done in any case as they do have people 
that lose property because of negligence on their part. He 
questioned if this bill would go far enough to protect the 
rights of individuals. 

Gordon Morris, representing the Montana Association of Counties 
informed the committee that there would be a bill introduced 
that would call for an interim study committee to look at this 
entire section of the code, but the Association does support 
this bill. 

There were no further proponents. 

OPPONENENTS 

Mike Young, Finance Officer for the City of Missoula, said 
that there was a real problem with developers. He noted that 
there were 200 properties in the city of Missoula with unpaid 
taxes and assessments and 180 of these were owned by three 
developers. He felt that this bill would take away one of 
the ways counties and cities have to put pressure on the 
developers to pay their delinquent taxes; and without that 
threat, the only way to collect those delinquent taxes is to 
threaten that the county take the property. He indicated that 
it is not clear-cut if the county can take the property after 
three or four years, that it could go on for six or seven years 
or even indefinitely. He explained that if people don't care, 
if they lose their property and the county takes an assignment, 
the county has to advertise at fair market value and then sell 
it for 70 per cent of fair market value and the price of the 
property goes up. He indicated that the system now is too 
complex for them to buy property on assignment and have some 
assurance that they will have clear title to that property. He 
advised that the courts throw these claims out all the time and 
he also wondered how often this happens. He concluded that he 
felt the committee should wait for the outcome of the interim 
study. 

There were no further opponents. 

Representative Asay asked if there was not a place on your tax 
notice where the county alerted people of any back taxes. 
Mr. Gravely replied that when tax notices are sent out, most 
of the county treasurers stamp 'delinquent' and some of them 
put the amount on the notice of previous years. 

Representative Asay asked if thes was obligatory. Mr. Gravely 
responded that he was not sure. 
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Representative Ream noted that part of the problem was in 
the area of notification and he wondered if they could tight
en up the notification process. 

Mr. Gravely responded that the law use to read that the notice 
had to be delivered by registered mail and in the last few years, 
they could use either registered or certified mail. He felt 
that if they could tighten up the notification in any way, it 
would be good. He informed the committee that there is a dif
ference between registered and certified - registered must be 
signed by the person to whom it is addressed and certified can 
be signed by anyone. 

Representative Ellison said that this fall he got notice that 
one installment on a piece of his property was delinquent 
and this was the first notice that he got and it had been 
delinquent for two years. He wondered if the counties miss 
these or are they obligated to send them. 

Mr. Gravely responded that he would ascertain that it is 
mandatory that they be notified every year. 

Representative Ellison asked what would be involved in per
sonal service. 

Mr. Gravely replied it would have to be served by the sheriff 
or some official server personally on the owner. 

Representative Switzer indicated that his concern was in find
ing the rightful owner, that that could be an impossible task 
and the land could sit for a number of years. 

Mr. Gravely commented that if an individual applying for a 
tax deed wishes to follow up his hold on the property, he is 
going to be paying those taxes, because if he becomes de
linquent, some other person could come in and pay the taxes. 
He commented that the property would continue to be assessed. 
He informed the committee that the amount of money they are 
talking about varies tremendously from county to county. Some 
counties have low delinquent tax land and some counties have 
quite high rates. He noted that in municipalities, the non
payments are mostly SIDs. 
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Representative Switzer said that they are assuming that all 
property is desirable for someone, and suppose the county did 
have to acquire title and have to find the rightful owner, 
couldn't that situation set for an indefinite period. 

Mr. Gravely responded that it could create that kind of a 
problem and in that particular case, instead of a three-year 
or six-year period, it could be a deterrent to a direct is
suance of a tax deed. 

Representative switzer mentioned that the developers had been 
mentioned as the most guilty for not paying their taxes and 
he wondered if this wouldn't be an added protection and asked 
if the penalty should be raised. 

Mr. Gravely responded that a bill will be introduced that will 
raise the penalty from 10 per cent to 12 per cent and he noted 
that in Silver Bow County, they have a tremendous problem -
there is just under $1 millon dollars in delinquent taxes. 

Representative Williams noted on the tax notices in Yellow
stone County, it states right on the tax notice that this will 
be the only notice that they will receive and he wondered if 
they become delinquent they do not get a notice for three years. 

Mr. Gravely responded that there is only one issuance of one 
tax bill and all of them do have that notice on them. He said 
that if you do not pay the first half taxes and they become 
delinquent on December 1, there is the possibility of someone 
else coming in and paying those taxes and when you pay the 
second year, there is no longer a delinquent tax. He said 
that a requirement should be stamped on the tax notice that 
there has been a tax assignment on this property. 

Representative Williams asked if under the present system do 
cities and counties have the privilege of taking an assignment. 

Mr. Gravely responded if the taxes are delinquent, it is 
stricken off to the county as the purchaser. 

Representative Williams asked if it is delinquent, would that 
be after three years. 

, ' 
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Mr. Gravely responded for the purpose of a tax deed, that 
is correct. He continued that the law says the redemption 
period is 36 months, but some individuals don't immediately 
apply for a tax deed and wait for years for an assignment. 
He informed the committee that this is a very complex proce
dure and if not followed, the courts will give the property 
back to the true owner. 

Representative Asay addressed Mr. Young and asked about his 
concern that the county does not have the authority to assign 
title. 

Mr. Young replied that their county attorney has apparently 
said that this could go on indefinitely and he would like 
to be able to see citizens take assignments so additional 
pressure can be put on them to pay their taxes. 

Representative Asay asked him if he had any suggestions. 

Mr. Young responded that his real suggestion is to take a 
look at the interim study and see what is proper notice. He 
commented that the counties are in control - they issue the 
tax bill and the property owners need some assurance that they 
are not going to lose their property because of an oversight. 

Representative Zabrocki said that he understood it didn't 
matter who paid the taxes as long as they are paid - was that 
right? 

Mr. Gravely replied that he could pay his taxes but he has no 
right unless he paid them after they have been allowed to go 
delinquent. 

Representative Zabrocki asked if he was absolutely sure of 
that. 

Mr. Gravely responded that he was absolutely sure and that 
he understands that Mr. Young just wants the taxes paid no 
matter who pays them. 

Representative Ream asked Mr. Young what the extent of the 
problem was in Missoula and why are the developers avoiding 
payment of their taxes and he wondered if the penalty was 
higher, would they pay them then. 

Mr. Young replied that he thought they would probably pay 
them if the penalty was higher. He noted that one of the 
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developers has the money and the other is in such a legal 
entanglement, it would be impossible to send notices. He 
explained that the third one lives in Las Vegas and, in the 
case of a personal notice, someone would have to fly to Las 
Vegas. He said he felt raising the penalty would help. 

Representative Ream asked what the extent of the problem 
was. 

Mr. Young answered that there were 200 properties in 1980 
and they could go another three years without payments and 
this consisted of mil Ions of dollars - he did not know the 
exact amount and 180 of these properties belonged to three 
developers. 

Representative Ream questioned why they are avoiding pay
ment. 

Mr. Young responded that they can make better investments 
elsewhere and one developer said that he would pay when he 
has to, but not before. 

Representative Patterson noted that he mentioned the 1980 
taxes in Missoula and wondered if this amount included the 
developers. 

Mr. Young responded it is in the millons - both SIDs and 
taxes. 

Representative Devlin asked if he would be able to get some 
figures and bring them back to the committee. 

Mr. Young answered that it was $1.4 millon on SIDs only and 
he did not know what the figures were for the taxes. 

Representative Patterson asked what did the other 20 per cent 
consist of. 

Mr. Young said they were scattered around - some on apart
ment buildings, some single-family dwellings and some who 
just can't afford to pay. 
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Representative Raney inquired as to why the 'scalpers' haven't 
been around if the taxes have been delinquent since 1980. 

Mr. Young responded that he couldn't answer that - some have 
taken assignments in the last few months. 

Representative Raney asked if the taxes are $300.00 and the 
property is worth $20,000.00, why doesn't the county get it 
and sell it. 

Mr. Young said they should ask the representatives of the 
clerks and treasurers - they control the ball game. 

Representative Raney asked the same question of Mr. Morris. 

Mr. Morris replied that he thought the real fact is that in 
almost all instances of delinquency, the taxes outstanding 
are in excess of fair market value so they would be selling 
them at a loss. He said that if there is a real potential 
gain on the property, it will turn over on the market place. 
He continued that they have no interest in taking over taxes 
and in talking about SIDs; they are owed to municipalities 
and, if those properties go delinquent and are taken over 
for a tax deed, the county is obligated for payment of the 
SIDs. He commented that there were $30,000.00 in delinquent 
SIDs in Missoula and they would be better back on the tax 
rolls. He explained that there was some confusion on the tak
ing of an assignment and he said that this is a lien against 
the property and that is all it is. He continued that after 
December 1, anybody can come in and pay the taxes; all they 
have is a lien against that property and if the owner of 
record makes the next tax payment, there is still a lien 
against the property. He emphasized that as the owner of 
record, you have the absolute right of redemption. 

There were no further questions. 

Representative Marks stated that one of the difficulties is 
how to serve notice of something that is going to happen -
there is no notice that a 'scalper' has paid the taxes. He 
described a problem he had on some mining claim that he used 
as grazing land and also an incident that occurred in which 
he almost lost some of his land to an assignment. He con
tinued that he did not understand why this would put leverage 
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on a developer. He concluded that people who own land have 
some rights to it; taxes are penalty enough for owning land. 
He felt that many people are becoming victims and many of 
these people are the elderly. He asked the committee to not 
kill the bill just to put it in a study as he felt there were 
two separate issues there. 

The hearing on the bill was closed. 

The committee recessed for about 5 minutes. 

EXECUTIVE SESSION: 

HOUSE BILL 42: Representative Keenan moved that this bill 
DO PASS. Representative Ream seconded the motion. The mo
tion carried unanimously. 

Chairman Devlin informed the committee that there would be 
no meeting tomorrow and by Monday, there should be fiscal 
notes and the meeting will probably start at 8:00 a.m. 

ADJOURNMENT: There being no further business, the meeting 
adjourned at 10:23 a.m. 
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1985 Legislature 
Code Commissioner Bill - Summary 

House Bill No. 42 

£ )C )"b,-t I 

HB '1':l 

I I '1/ ,r - L c .". 
LC 0128 

AN ACT TO GENERALLY REVISE THE LAWS RELATING TO TAXATION AND 
ALCOHOL; AMENDING SECTIONS 15-1-101, 15-6-101, 15-6-140, 
15-7-103, 15-8-201, 15-23-106, 15-24-911, 15-24-1001, 15-31-123, 
15-31-303, 15-55-106, 15-57-102, 16-1-205, AND 16-6-106, MCA. 

Section 1. 15-1-101. In subsection (1) (k) (ii) there is a 
reference to all mines, minerals, and quarries in and above the 
land subject to the provisions of 15-23-108. Section 15-23-108 
is a definitional section, and the clear intent of the statute 
was to refer to the metal mines gross proceeds tax , which is 
included in Title 15, chapter 3, part 8. The amendment to this 
section substitutes Title 15, chapter 3, part 8, for the 
definitional section of 15-23-801. 

Section 2. 15-6-101. When 15-6-101 was originally amended, it 
included the property tax classification system contained in 
1~-6-131 through 15-6-141. To avoid amending this section every 
time an additional class is added to the property tax 
classification system, the reference to those sections was 
changed to this part. 

Section 3. 15-6-140. In subsection (1) (g) there is reference to 
"all other property included in the preceding 9 classes". Since 
that reference was included , additional classes, namely class 
eleven and class twelve, were added to the classification system. 
This amendment, which substitutes any other class in this part 
for the preceding 9 classes, is an attempt to more clearly 
express the intent of the Legislature that class ten include all 
property not included in any other class in the part. 

Section 4. 15-7-103. In subsection (5) of this section there is 
a reference in brackets to 15-6-112, which was repealed in 1979; 
and the property previously contained in that section is now 
included in 15-6-134. 

Section 5. 15-8-201. In subsection (1) (e) there is a reference 
to 61-1-104 (2) . There is no subsection (2) in 61-1-104, and 
therefore subsection (2) is deleted from the section. 

Section 6. 15-23-106. In subsection (1) (b) there is a reference 
to the assessed value as determined under 15-23-302. That 
section has been repealed. The Department of Revenue now 
determines the assessed value of utility property under the 
authority of 15-23-303, and that rl"ference is substituted for 
15-23-302. 



, 

Section 7. l5~24-9ll. Part 24 is concerned with the assessment 
of livestock, and "livestock" is used consistently throughout the 
part with the exception of a reference to "cattle" in stibsection 
(1) (b). That reference is changed to "livestock". 

Section 8. 
a number 
readable. 

15-24-1001. The beginning of subsection (1) .contains 
of amendments which merely make the section more 

Section 9. 15-31-123. This section involves the investment tax 
credit available to certain small businesses. Prior to 1983, a 
small business which qualified for the investment tax credit also 
could elect to be treated and taxed as an individual under Title 
15, chapter 31, part 2. The definition of a small business 
corporation contained in part 2 was changed by the 1983 
Legislature and as part of that change 15-31-207 was repe,aled. 
The Department of Revenue has continued to treat trusts that were 
previously described in 15-31-207 as qualifying small businesses. 
The substance of the prior section 15-31-207 is therefore 
incorporated as subsection (8) of 15-31-123, to conform to the 
treatment currently being given to that section by the department 
of revenue. 

Section 10. 15-31-301. Language is inserted at the end of 
subsection (2) for purposes of clarity. 

Section 11. 15-55-106. Subsection (3) of this section refers to 
"freight line company tax fund", which does not exist. All money 
collected under this chapter is deposited in the general fund 
(15-55-110). The references to the freightline company tax fund 
created by this chapter are therefore deleted. 

Section 12. 15-57-102. Subsection (2) of this section refers· to 
Title 80, chapter 4, part 2, which was repealed during a general 
revision of the laws dealing with grain merchandising. The 
correct reference now is merely to Title 80, chapter 4. 

~ection 13. 16-1-205. There is a reference in this section to 
the initiative process provided under Title 7, chapter 5, part 
22. At one time the initiative process was contained in Title 7, 
chapter 5, part 22, but that was repealed, and the new initiative 
approval procedures were contained in 7-5-131 through 7-5-137. 
Therefore~ the reference in this section is changed. 

Section 14. 16-6-106. In 1983 the Legislature eliminated the 
official seal, which is referred to in subsection (5), of this 
section. Since there is no longer a requirement for the official 
seal, subsection (5) is no longer needed and is therefore 
deleted. 
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