
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
53rd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By CHAIRMAN BOB GILBERT, on March 19, 1993, at 
7:00 a.m. 

ROLL CALL 

Members Present: 
Rep. Bob Gilbert, Chairman (R) 
Rep. Mike Foster, Vice Chairman (R) 
Rep. Dan Harrington, Minority Vice Chairman (D) 
Rep. Shiell Anderson (R 
Rep. Ed Dolezal (D) 
Rep. Jerry Driscoll (D) 
Rep. Jim Elliott (D) 
Rep. Gary Feland (R) 
Rep. Marian Hanson (R) 
Rep. Hal Harper (D) 
Rep. Chase Hibbard (R) 
Rep. Vern Keller (R) 
Rep. Ed McCaffree (D) 
Rep. Bea McCarthy (D) 
Rep. Tom Nelson (R) 
Rep. Scott Orr (R) 
Rep. Bob Raney (D) 
Rep. Bob Ream (D) 
Rep. Rolph Tunby (R) 

Members Excused: None 

Members Absent: None 

Staff Present: Lee Heiman, Legislative Council 
Jill Rohyans, Committee Secretary 
Louise Sullivan, Transcriber 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

Committee Business Summary: 
Hearing: None 

Executive Action: HB 671 Do Pass As Amended 
HB 388 Do Pass As Amended 

CHAIRMAN GILBERT RELINQUISHED THE CHAIR TO VICE CHAIRMAN FOSTER 
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NOTE: ALTHOUGH THE FOLLOWING MINUTES ARE NOT RECORDED VERBATIM, 
DUE TO THE IMPORTANCE OF HB 671, THEY HAVE BEEN ONLY MINIMALLY 
PARAPHRASED AND CONDENSED. 

EXECUTIVE ACTION ON HB 671 

Motion: REP. GILBERT MOVED HB 671 DO PASS. 

Discussion: REP. GILBERT said amendments were drafted in order 
to address as many of the proponents and opponents concerns as 
possible. He asked REP. ELLIOTT to discuss the amendments. 

REP. ELLIOTT The Department of Revenue (DOR) and the Governor's 
Office proposed the amendments contained in EXHIBIT 1. He said 
the primary change makes the deduction to the income tax a 
percentage of Montana's adjusted gross income with a minimum and 
a maximum amount for a standard deduction. The amendments also 
phase out the standard deduction and exemption on incomes above 
$150,000 with the phase-out complete at $200,000. Above 
$200,000 there are no deductions or exemptions. The amendments 
repeal the 7% surtax on corporate and individual income taxes. 
The amended rate of 7.3% would raise approximately $60 million in 
revenue for the biennium. He pointed out this is $60 million in 
revenue and not a $60 million increase to the Montana taxpayer. 

The second set of amendments addresses the corporate license tax. 
EXHIBIT 2 The third set of amendments adjusts the tax rate to 
account for changes in the federal adjusted gross income. 
EXHIBIT 3 

Mick Robinson, Director, Department of Revenue (DOR), said the 
amendments adjust the rate for the flat tax proposal to a rate of 
7.3% for tax years 1993 and 1994 and 7.4% for tax year 1995. 
With those rates and the deduction amounts the bill will raise 
approximately $60 million for the biennium. He explained the 
maximum and minimum standard deductions. The standard deduction 
flows between the minimum and maximum at a rate of 40% of 
Montana's adjusted gross income. The standard deductions and 
personal exemptions phase out over the adjusted income level of 
$150,000 to $200,000. 

Motion: REP. ELLIOTT moved adoption of the amendments dated 
March 18, 1993, marked as EXHIBIT 1. 

REP. ELLIOTT said the basic reason for the amendments dealing 
with the minimum and maximum deductions was to address the 
Governor's concern that too many low-income individuals were 
entirely dropped off the tax rolls. By using the minimum 
deduction, the extremely low-income individual was protected. 
With that amendment approximately 20,000 more people are brought 
back in to the income tax fold. The top end amendment to phase 
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out the deduction and exemption was felt to be a matter of 
fairness and progressivity in taxation. Overall, the bill has 
been designed to protect the low and middle income Montana 
citizen from an undue burden of taxation, and these amendments 
help with that process. He said too often Montana has relied on 
low and middle income citizens to bail the state out of a fiscal 
dilemma. 

Discussion: 

REP. RANEY asked about the rate level for the minimum standard 
deduction. REP. ELLIOTT replied a single is $2,000, head-of
household is $3,000, and for married filing jointly it is $4,000. 
A married household that has a minimum $4,000 deduction and two 
exemptions of $3,500 each, would begin paying tax at $11,000. A 
single would have a minimum deduction of $2,000 and a $3,500 
exemption and would begin paying tax at $5,500. 

REP. FELAND asked what poverty level is in Montana. REP. 
McCARTHY said she thought it was $13,000. REP. FELAND said his 
concern is that the exemptions are high enough to exempt poverty 
level individuals. REP. ELLIOTT said some people at poverty 
level would be paying taxes with these amendments. He· .said there 
is a provision for a two-earner household which is 10% of the 
lesser of the incomes up to $3,000. 

Vote: Motion to adopt amendments as per EXHIBIT 1 carried 
unanimously. 

Motion: REP. ELLIOTT moved adoption of the amendments dated 
March 17, 1993, and marked as EXHIBIT 2. 

REP. ELLIOTT said these are technical amendments submitted by 
DOR, some of which will be superseded by the amendments 
previously adopted. Amendment #2 deals with the inflation factor 
for indexing; #5 clarifies the taxation of non-residents; #6 and 
#7 make the indexing of standard deductions consistent with the 
indexing of the personal exemptions, and #8 provides for the one 
time tax credit for the sale of a business, trade or profession. 
This is the phase-out provision so anyone who makes a net sale up 
to $1 million gets the tax credit against federal income tax 
paid. At $3 million there is no tax credit. 

VICE CHAIRMAN FOSTER asked if the EXHIBIT 1 amendments take 
precedence if any of these amendments are duplicative. REP. 
ELLIOTT said that was his understanding. Director Robinson 
replied affirmatively. REP. REAM assumed only amendments #2 and 
5 through 8 of the March 17, 1993 amendments were needed. Dave 
Woodgerd, Legal Counsel, DOR, said the first set of amendments 
include a change in rate for corporate license tax so some of 
these amendments would have to be included. 
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Motion/Vote: REP. REAM moved a substitute motion to exclude 
amendments #1, 3, 4 and 9 from the previous motion. Motion 
carried unanimously. 

REP. RANEY asked if 15 years referred to being a Montana resident 
for 15 years or owning the business for 15 years. REP. ELLIOTT 
said it refers to 15 years of owning the business but the 
individual must be a Montana resident at the time of sale in 
order to claim the tax credit. 

REP. RANEY asked for an explanation of amendment #5 clarifying 
the non-resident taxpayer. Mr. Woodgerd said the purpose of #5 
is to delete language that is no longer needed because of the 
flat rate. The amendment puts the income from non-residents in 
the higher bracket by including all their income and then 
allowing the deductions. There is only one bracket but they 
still prorate the standard deduction. 

REP. REAM asked Jeff Miller, DOR, about the low income earner. 
Mr. Miller said DOR would still be prorating their standard 
deduction and their personal exemption based on the ratio of 
Montana income so the smaller earning non-resident who has income 
in the state would get a fraction of the standard deduction and a 
fraction of their exemption and would be taxed at the same flat 
rate. 

Vote: Motion to adopt EXHIBIT 2 amendments carried unanimously. 

Motion: REP. ELLIOTT moved the amendments on page 7, following 
line 15, dated March 18, 1993. EXHIBIT 3. He asked DOR to 
explain the amendments. 

Director Robinson, said on page 7 of the bill there was language 
allowing DOR to adopt rules for adjusting the tax rate if there 
was a change in the federal adjusted gross income. He said there 
needed to be some clarification of DOR's role in making that 
adjustment. He said that adjustment needed to be formula-based. 
He said Option A provides a mathematical formula for making the 
adjustments. DOR is trying to determine the tax increase what 
has resulted from the change in the federal adjusted gross 
income, based on the 1993 data collected from taxpayers. Based 
on that change in (b) (ii) DOR would make an adjustment to the tax 
rate in increments of .1%. That .1% equals the $5 million in 
(b) (iii). This would put in place a mathematical formula that 
would adjust the tax rate by increments of .1% based on the 
changes in the federal adjusted gross income. 1993 data would be 
accumulated during tax year 1994 and the adjustment would be made 
for tax year 1995. 

Director Robinson said Option B (EXHIBIT 3A) tries to make that 
same adjustment by bringing it back to the Legislature 20 days 
prior to the regular session and having that information 
available for the Legislature to adjust. 
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VICE CHAIRMAN FOSTER asked REP. ELLIOTT which option he was 
moving in his motion. REP. ELLIOTT said he had a preferred 
method but it may not be what REP. GILBERT prefers. He said 
because of the 1986 Federal Tax Reform Act which expanded the 
definition of income in the U.S., many states with high federal 
adjusted gross income saw major windfalls in their tax 
collections in the years following 1986. He said REP. GILBERT 
did not want that to happen again and he agreed. If the 
amendments are necessary to achieve bipartisanship of the bill 
then he would support one of the options. 

REP. GILBERT said he did not want the windfall situation to ever 
happen again and that was the reason for the amendments. He said 
his choice was Option A. DOR runs the formula, does the 
compilation, and it adjusts automatically. Under provisions of 
Option B, DOR determines what the impact will be, they come to 
the Legislature every two years, and the legislature makes the 
decision as to what should be done. The tax policy has already 
been determined in the bill, Option A simply qefines how it is 
done. It is very vital to the bill and important to the 
continued bipartisan cooperation represented by the bill. 

REP. REAM agreed to vote for Option A with one proviso. He 
believed DOR should go before the Revenue Oversight Committee 
(ROC) before adopting this mechanism and said perhaps·this 
language should be inserted into the bill. The ROC is a 
bipartisan committee with Legislative authority. Because this 
impacts the revenue collections, he believed it would be 
appropriate. 

REP. GILBERT pointed out that ROC has not been given the 
authority to direct DOR and he would rather not do so. However, 
he said he agreed there should be a proviso that the DOR come 
before ROC and apprise them of what they intend to do. ROC could 
then make recommendations to DOR as has been done in the past. 
He did not believe the ROC should have the authority to insist 
that DOR do it one way or another. 

REP. REAM asked if language could be inserted stating that DOR 
must review the adjustments with ROC before adoption. REP. 
ELLIOTT said only a couple of states have a flat rate and in one 
of those states DOR makes the determination every year. In 
another state, the Legislature makes the determination. He said 
he preferred the Legislature do it in Montana. He said if it was 
amenable to REP. GILBERT he would move Option B, and if that 
failed he would move Option A. REP. GILBERT said he was 
agreeable, provided Option A contained the language suggested by 
REP. REAM. 

Motion: REP. ELLIOTT amended his previous motion to move 
adoption of Option B, marked as EXHIBIT 3a. He said this is the 
mechanism that would allow the DOR to recommend a rate to the 
Legislature with the Legislature then setting the rate. 
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REP. GILBERT reiterated his concern about the micro-management by 
the Legislature. He said this was a mechanical process. 

Vote: Motion to adopt Option B, EXHIBIT 3a, failed 13-7 on a 
roll call vote. 

Motion: REP. ELLIOTT moved adoption of Option A. EXHIBIT 3 

Discussion: 

REP. REAM said a period should be inserted after 0.1% and delete 
the rest of the sentence in (b) (ii) because the 0.1% wouldn't 
always equal $4.5 million. Mr. Woodgerd said the intent of the 
language was that the DOR would make a .1% adjustment for every 
$4.5 million and believed they needed that language. 

REP. REAM said that was only true for this tax year. Director 
Robinson agreed with REP. REAM and was not concerned with 
removing that language. 

REP. ELLIOTT said if the base changes, .1% would vary, it would 
not always be $4.5 million. If the base doubled, it would be $9 
million, or if the base shrunk, it would be $2.25 million. He 
concurred with REP. REAM. 

REP. HANSON asked if the 7.5% needs to be left in place if the 
7.3% flat tax amendment passed. REP. GILBERT said it did because 
of the surcharge. The rates needed to be adjusted the rates for 
the first two years in order to adjust for the surcharge. The 
rate then would go to 7.5% which was the agreed number. 

REP. DRISCOLL asked for clarification of the rates. REP. GILBERT 
replied the rate would be 7.3 for calendar years '93 and '94 and 
7.5 for calendar '95. 

Director Robinson said there was an error in (2) (a) of Option A. 
It should be 7.4% rather than 7.5%. 

Motion: REP. ELLIOTT amended his motion to adopt Option A to 
include REP. REAM'S ROC language, insert "." following 0.1% and 
strike the remainder of the sentence. The amendment will also 
include the change from 7.5% to 7.4% in (2) (a). 

Vote: Motion to adopt the Option A amendments carried 
unanimously. 

REP. ELLIOTT asked if any change in the $4.5 million in (b) (iii) 
was required. Director Robinson said the amount didn't need to 
be changed but suggested the word "equals" should be replaced 
with "exceeds". 
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Motion/Vote: REP. ELLIOTT moved adoption of the amendment as 
amended in (b) (iii) by striking "equals" and inserting "exceeds". 
Motion carried unanimously. 

Motion: REP. GILBERT MOVED HB 671 DO PASS AS AMENDED. 

Discussion: 

Mr. Robinson said the rate would be 7.3% in CY 93 and 94, and 
then 7.4% in CY 95. 

REP. McCAFFREE said he didn't understand how the rate can be 
reduced and the surcharge repealed. REP. GILBERT said in the 
first year the flat rate raises over $87 million. That would 
take care of what the state would have received from the 
surcharge. He said the intent,was to raise'·only $60 million for 
the biennium. The 7.5% would raise more than $60 million so the 
rate was backed down. 

REP. McCARTHY asked if there had been a fiscal note prepared with 
these figures. REP. GILBERT said there had not because there had 
been nine changes in the formulas over the last 10 days. 

REP. RANEY asked if there was a deadline that mandated. the bill 
had to be passed right now. REP. GILBERT responded it had to be 
out of Committee because of the transmittal date which the 
Speaker stated would be the 67th day. 

A lengthy discussion followed with REPS. REAM and HARPER 
expressing their concern that executive action was being taken on 
the bill without the needed information and a fiscal note. They 
believed the public was also being shut out of the process by the 
deadline being moved up four days. REP. GILBERT replied that his 
instructions were to take executive action this date. He said he 
had no objection to meeting again to try and obtain more 
information, and would ask the Speaker to hold it from the floor 
until the very end. He said the Speaker intended to put HB 2 and 
the tax package together to send to the Senate as a package. 

REP. RANEY said there was also a tabled bill in Committee for $2 
million to fund the Water Quality Bureau. He said if that bill 
is left on the table, HB 671 would have to generate another $2 
million or the Committee would have to prepare an amendment to HB 
2 to eliminate the Water Quality Bureau. 

VICE CHAIRMAN FOSTER requested that the committee stay with the 
business of getting HB 671 out of committee. 

REP. HARRINGTON said he understood the frustration of the 
Committee members and asked if the final vote could be delayed 
for a couple of days to resolve some of these questions. 
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REP. ELLIOTT said Director Robinson believed they could have full 
spreadsheets for the Committee later this morning. He said he 
was a little bewildered by the members' reluctance to vote on the 
bill at this time but due to the tenuous nature of the 
negotiations he agreed it might be better to delay the vote. He 
said it was not his intention to make people angry or upset. 

REP. RANEY asked what was being done about the Water Quality 
Bureau. 

REP. REAM said at the hearing on HB 671 he had specifically 
requested spreadsheets and graphs showing what the bill does. He 
said it was important to have that information for a bill like 
this. 

VICE CHAIRMAN FOSTER stated the Committee would be at ease for a 
few minutes to allow REP. GILBERT and SPEAKER MERCER to discuss 
the situation. 

CHAIRMAN GILBERT REASSUMED THE CHAIR. 

CHAIRMAN GILBERT said SPEAKER MERCER would speak to the Committee 
for a few moments and the Committee would then recess until noon. 
He asked DOR to have the spreadsheets and graphs available at 
that time. 

SPEAKER MERCER said he had been informed there was concern with 
the schedule regarding the revenue bills. He said essentially, 
the goal this session was to try to balance the budget instead of 
playing games and spending money they didn't have. The only way 
to do that is to try to have the revenue completed at the same 
time as taxation. He said it does place a burden on the Taxation 
Committee to accomplish that, but he wanted to have those bills 
on the floor at the same time. DOR has said they could have the 
requested information for the committee today, and the extra 
effort on the part of the Committee would greatly benefit the 
state and the budget would be balanced. SPEAKER MERCER 
apologized to the Committee for causing any problems but said the 
same situation occurred with the Appropriations Committee. He 
said he wanted more time for the full House to consider these 
bills at the same time. 

THE TAXATION COMMITTEE RECESSED AT 8:30 A.M. 

THE COMMITTEE RESUMED EXECUTIVE ACTION AT 12:25 P.M. 

CHAIRMAN GILBERT asked Director Robinson to explain the spread
sheets and graphs. 

Director Robinson turned the explanation over to Larry Finch. 
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Larry Finch, Manager of the Research Office, DOR, said the 
exhibit was their standard package of information for income tax 
proposals. He stated the long form provided information for each 
filer-type and explained each of the columns on each page. 
EXHIBIT 4 He reviewed the information contained in the graphs. 
EXHIBIT 4a 

Discussion: 

REP. DOLEZAL asked Mr. Finch if he had figures regarding the 
changes in the corporate license tax. Mr. Finch said DOR had not 
prepared any in detail, but from some runs done previously it 
looked like it would increase approximately $5 to $5.4 million 
over the biennium. 

CHAIRMAN GILBERT RELINQUISHED THE CHAIR TO VICE CHAIRMAN FOSTER 

VICE CHAIRMAN FOSTER stated that there being no further 
discussion, the Committee would revert back to REP. GILBERT'S 
motion that HB 671 do pass as amended. 

REP. GILBERT said he hoped the information supplied byDOR had 
answered the questions brought up in the morning session. He 
said he had requested a fiscal note but it would take a few days. 

REP. REAM asked Mr. Heiman to explain #30 on the Combined 
Amendments Adopted by Committee. EXHIBIT 5 Mr. Heiman said #30 
referred to the unitary tax which was unamended in the original 
bill. REP. GILBERT said when they changed the C corporations tax 
rate they neglected the unitary tax. As it had always been 
higher than the C corporations they felt it only fair to raise 
the unitary tax correspondingly. He said it would amount to an 
additional $160,000. 

REP. DOLEZAL expressed his appreciation to the Chairman for 
requesting the delay, the information from DOR and the fiscal 
note. He said he would vote for the bill to get it out of 
Committee because of the great amount of work involved and 
because he did not want it to die in Committee. 

REPS. REAM and McCARTHY agreed with REP. DOLEZAL and also thanked 
Mr. Finch and DOR for their cooperation. 

Vote: Motion that HB 671 Do Pass As Amended carried 19-1 on a 
roll call vote with REP. DRISCOLL voting no. 
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EXECUTIVE ACTION ON HB 388 

Motion: REP. GILBERT MOVED THAT HB 388 BE TAKEN FROM THE TABLE. 

Discussion: 

REP. GILBERT said that REP. RANEY wished to have his name removed 
as a sponsor and the proper way to do that would be on Order of 
Business #9 on the floor. REP. GILBERT said he would then put 
his name on the bill and carry the bill. He said if this isn't 
done, there would be negative results. Because funding is tied 
up in the special revenue account and the money isn't in HB 2, 
the Committee would have to amend the money into HB 2 or 
eliminate the Water Quality Bureau if the Water Quality Bureau is 
not funded with HB 388. 

Vote: Motion to take HB 388 from the table carried unanimously. 

Motion: REP. GILBERT MOVED HB 388 DO PASS AS AMENDED. 

Discussion: 

REP. RANEY said the bill had not yet been amendedi his..amendments 
had been amended. It was at that point he said he was no longer 
interested in carrying the bill, because he didn't think they had 
been assured there was enough money in the bill, as now amended, 
to fund the Water Quality Bureau. 

Motion: REP. GILBERT moved the remainder of REP. RANEY'S 
amendments. 

VICE CHAIRMAN FOSTER stated the Committee had segregated the 
portion to do with annual fees out of REP. RANEY'S amendments. 
The motion to amend the amendments passed, and at that point the 
bill was tabled. He explained that REP. GILBERT'S motion moves 
the remainder of the RANEY amendments. 

Discussion: 

REP. REAM discussed the draft copy of the bill containing REP. 
RANEY'S amendments and the changes in the fees. EXHIBIT 6 

REP. GILBERT explained the changes in the fees on the top of page 
4 of the draft copy. He said the publicly owned treatment works 
would be $2,500 in the second column, industrial storm and 
groundwater systems would be $2,500, industrial cooling water 
systems $500, industrial systems with toxic substances $2,500 and 
general permits $2,500. Under nondegradation review, domestic 
sewage treatment would be $2,500, industrial $5,000, and 
subdivisions were left alone. 
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REP. REAM asked REP. RANEY if the most contentious portion was 
the industrial being reduced from $10,000 to $5,000. REP. RANEY 
said he disagreed with the amendments overall. His intention was 
to make sure there was enough money. 

REP. McCARTHY asked how the amendments would impact the fiscal 
note. REP. RANEY stated in order for the pollution portion of 
the Water Quality Bureau to be properly funded, the bill provided 
for rulemaking by DHES that would have to be approved by the 
Board. Under his amendments they would have the unlimited 
authority to write rules for fees. Under REP. FOSTER'S 
amendments, DHES thinks they can still write rules to raise 
enough money to match what is request~d in the fiscal note. If 
they can't, then they are underfunded. 

REP. McCARTHY said she was concerned with monitoring the water at 
Superfund sites. She wanted to be sure that there would be 
continual monitoring. REP. RANEY said if there are discharges 
from the Superfund site, they would be monitored. He said Dan 
Fraser of DHES could answer that. 

Dan Fraser said the funds would be used for the state's Water 
Permit Discharge Program, both ground and surface water. He said 
they had some permits in Superfund areas and oversight is 
provided for those areas, in addition to that by the Water 
Quality Bureau, by the Solid Waste Bureau and the EPA. 

REP. REAM asked where the majority of the fees would come from. 
Mr. Fraser said according to their estimates, roughly $350,000 of 
the $770,000 per year would be raised on annual fees assessed 
industrial dischargers. The $10,000 is a fee that would be 
applied to a nondegradation review for an industrial discharger. 
They estimated that $5,000 would be enough to do that review. 

REP. DOLEZAL asked if they were voting on the gray bill as 
amended by REP. RANEY. VICE CHAIRMAN FOSTER said the vote would 
be on the bill as amended and the amendments as amended. 

REP. RANEY stated he would be voting against the bill. The 
amendments were amended to a point where he didn't like them. 

Vote: Motion to adopt the amendments carried 19-1 with REP. 
RANEY voting no. 

REP. GILBERT said Mr. Heiman had pointed out a technical 
amendment which was explained at the bottom of the first fiscal 
note. 
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Motion/Vote: REP. GILBERT moved adoption of the technical 
amendment as explained by Mr. Heiman. Motion carried 
unanimously. 

Motion/Vote: REP. GILBERT MOVED HB 388 DO PASS AS AMENDED. 
Motion carried 18-2 with REPS. ORR and FELAND voting no. 

ADJOURNMENT 

Adjournment: The meeting adjourned at 1:15 p.m. 

~\~V~-~ MIKE FOSTER, VICE CHAI 

JILL R HY S, Secretary 

The minutes were written by Louise Sullivan and proofed for 
content by Jill Rohyans. 

MF/jdr/ls 
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Mr. Speaker: We, the committee on Taxation report that House 

Bill 671 (first reading copy -- white) do pass as amended • 

And, that such amendments read: 

1. Title, line 21. 
Strike: the first "AND" 
Following: "15-30-160," 
Insert: "AND 15-30-199," 

2. Page 3, line 20. 
Strike: "1994" 
Insert: "1993" 

3. Page 6, line 12. 
Following: "15-30-103." 
Insert: "(Temporary for tax years 1993 and 1994)" 
Strike: "-- adjustment" 
Strike: "(1)" 

4. Page 6, line 13. 
Strike: nSubject to subsection (2), there" 
Insert: "There if 

I:; Page 6, line 14. --. 
Strike: non or" 

6. Page 6, line 18. 
Strike: "7.5%" 
Insert: "7.3%" 

7. Page 7, line 16. 
Strike: "(2)" 

8. Page 7, line 22 through page 8, line 2. 
Strike: subsection (2) in its entirety 

9. Page 8. 
Following: line 2 
Insert: "Section 3. Section 15-30-103, MCA, is amended to read: 

Committee Vote: 
Yes L, No L. 622022SC.~ss 

,fJ 
.,i 
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"15-30-103. Rate of tax -- adjustment •. (1) ~ftere shall 
ee Subject to subsection (2), there is levied, collected, 
and paid for each taxable year commencing on or after 
December 31, ~ 1994, upon the taxable income of every 
t~[~ayer individual subject to this tax, after making 
allowance for exemptions and deductions a~ fierei~a£eer 
prewidea, a tax at the rate of 7.4% of the individual's 
taxable income eft t,he relh~\vift~ braeke-es of -eem:aele ifteemc-
as aa~tlsi:ea tlHaer stleeeet!ioft (2) ae -efie£ellewfftfj rai!es." 

(a) eft tfie §irs-e $1,999 of 'f!alEahle il'teome or aHY f'ar-'f! 
t:fieree:E, 2%, 

(~) Oft tfte ~~t-e $1,000 of i!~fablc ineome'! or aHY part 
tbereof, 3%; 

(e) efi 
'f!ficreo:E, 4%, 

(ti) ~fi 

tftereef, 5%, 
(e) Oft 

efte.:ee:E, 6%, 
un Ofi 

t!l<lcree £, 7 %, 

t:he l"l:e~t! 

t:he flC:: to 

i!fl:C fteJti! 

t!fie HeJ'I!i! 

:;;2,090 of i!.:mable h~ceffle or aftY par'+! 

$2,000 of ec!{aale iHcoms or aftY !,art: 

$2,090 of 'f!a'taele il"lecmc er aH" I'dr'+! 

$2,099 of 'f!axdhle ificome or aft~r 1'ari! 

(~) Oft t!fl:C ficnoe $4,000 ef -eaxahle income or aHY p::rt 
'f!ftereof, 9%, 

(ft) Oft tfte :!'tel!'f! $ 6,900 of t'axdldc i!"l":offle er aHY part 
tHereof, 9%, 

(i) Oft tfie He~ft $15,099 0 f ta~table iftcoft'le or afty part 
t!fiereof, 19%: 

(:;) Oft any toaxaele il"lco!fte fa t!!fccee of $35,009 or aft,. 
part! tHereof, 11%. 

(2) By Uo'\.'cMe.r 1 of each year, t::fie de~ar-e!l'\eftt:: snaIl 
Mul~i~ly the bracket! amount:: coftt!ai~ed ift eu~~ect!ioft (1) by 
the iHflat::ioft £aet::er for eha-e t!a~able year and round t!ke 
etlfftulatoivf! Braeltet::s too ~fie ~eare!!!t $100. 'i'~e rest:llt:i!'lfJ 
atijttflt:eei Brae]te~3 are ef£eet:ive f:;,:! that t:anaele year and 
Bftall ee tlsea as the eaele fer im~o3!-eio!'l: ef t!l:\i_ t::a}c in 
Btlbseetoioft (1) of tft!s !!!ect::ien (a) The depar~~ent shall, 
Dursuant to subsection (2) (b), adjust the tax rate provided 
ln subsect10n (1) to reflect changes in federal adjusted 
gross income. The adjustment must maintain a rate that _ 
produces revenu~ that does not exceed 7.4% of taxable income 
based upon the definition of federal adjusted gross income 
as provided in 26 U.S.C. 62 on Januarv I, 1993. Prior to 
adopting a change in rate, the department shall present the 
proposed change to the revenue oversight committee for 
review bv the committee. 

(b) (i) For purposes of subsection (2) (a), for tax ~ear 
1994 and each tax year thereafter, the depar~~ent shall ~n 
the succeeding year determine the change in the amount of 
revenue collected resultinq from changes made bv the United 

622022S:.Hss 
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ross income, as defined 
by the Internal Revenue Code, effect ve for that year. 

(ii) Based on the determination in subsection 
(2) (b) (i), the tax rate for the tax year following the 
determination must be adjusted in increments of 0.1%. 

(iii) A chan e in the rate rna not be made unless the 
amount of change exceeds $4.5 m.l. lion." 

Renumber: subsequent sections 

10. Page 8, lines 9 through 14. 
Strike: "After" on line 9 through "Montana." on line 14 

11. Page 17, line 6. 
Following: "(6)" 
Insert: "(a) The exemptions provided for in this section are 

reduced by 10% for every $5,000 of federal adjusted gross 
income in excess of $150,000. 

(b) " 

12. Page 17, line 7. 
Strike: "1992" 
Insert: "1993" 

13. Page 19, line 4. 
Strike: "(2) (d) " 
Insert: n (2) (e)" 

14. Page 19, line 5. 
Following: line 4 
Insert: -"40% of Montana adjusted gross income, but not less than 

$2,000 or more than" 

15. Page 19, line 8. 
'\ Following: "is" 

Insert: ~'40%of Nontana adjusted gross income, but not less than 
$ 4 ~o·6 or more than" 

/' ,.' ---; 

16. Page 19, line 12. 
Following:; line 11 
Insert: "4!}% .of Montana adjusted gross income, but not less than 

$3,0~0 or more than" 

17. Page19~ line 17. 
Following: "is" _ 
Insert: "40% of Montana adjusted gross income, but not less than 

$2,000 or more than" 

18. Page 19. 
Following: line 17 

622022SC.Hss 
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Insert: "(e) The standard deductions provided for in this 
subsection (2) are reduced by 10% for every $5,000 of 
federal adjusted gross income in excess of $150,000." 

19. Page 19, line 25. 
Strike: "1994" 
Insert: "1993" 

20. Page 21, line 2. 
Following: "rate of" 
Strike: "$1" 
Insert: "1%" 

21. Page 21, line 3. 
Strike: "$2" 

Insert: "$20,000" 

22. Page 29, line 1. 
Following,: "(Temporary" 
Insert: "for tax year 1993" 

23. Page 29, line 5. 
Strike: "6 3/4%" 
Insert: "7.08%" 

24. Page 29, line 7. 
Strike: "7 1/4%" 
Insert: "7.57%" 

25. Page 29, line 15. 
Following: "is" 
Insert: ": -

(a) " 
Strike: "71 of all" 
Insert:~"7.33% of the first $500,000 of" 
Following :-'''per iod" 
Insert: "; and 

(b) 7.82% of all net income in excess of $500,000 for 
the tax~ble period" 

26. Page 29, line 18. 
Strike: "$50" 
Insert: "$100" 

27. Page 29, line 19 through page 30, line 1. 
Strike: subsections (4) and (5) in thei= entirety 

28. Page 30, line 2. 

6210.22SC.Hss 



Strike: "on receipt of taxes" 

29. Page 30, line 3. 
Strike: 111993" 
Insert: 81994 and thereafter" 

30. Page 30, line 16. 
Following: "is" 
Insert: ": -

(a)" 
Strike: "all" 
Insert: "the first $500,000 of" 
Following: "period" 
Insert: "1 and 

March 19, 1993 
Page 5 of 5 

(b) 7.5% of all net income in excess of $500,000 for 
the taxable period" 

31. Page 30, lines 20 through 24. 
Strike: subsection (4) in its entirety 

32. Page 36, lines 8 and 10. 
Strike: "8" 
Insert: "9" 

33. Page 37, line 1. 
Strike: "and" 
Following: "15-30-160," 
Insert: "and 15-30-199," 

34. Page' 37, line 4. 
Following: "applicability." 
Insert: It ( 1) " 
Strike: "[This" t 

Insert: "Except as provided in sUbsection (2), [this" 

35. Page 37. 
Following: line 6 
Insert: "(2) (a) [Section 2] is effective on passage and approval 

and applies retroactively, within the meaning of 1-2-109, to 
the tax years beginning after December 31, 1992. c 

(b) [Section 3] is effective on passage and approval 
and applies to tax years beginning after December 31, 1994. 

NEW SECTION. Section 25. Termination. [Section 21 
terminates December 31, 1994." 

622022SC.Hss 
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HOUSE STANDING COMMITTEE REPORT 

March 20, 1993 

Page 1 of 4 

Mr. Speaker: We, the committee on Taxation report that House 

Bill 388 (first reading copy -- white) do pass as amended . 

And, that such amendments read: 

1. Title, line 12. 
Following: n i " 
Insert: "A!1ENDING SECTION 69-7-111, )1CA;" 

2. Page 4. 
rollowing: line 3 
Insert: "The board shall consider the following fee structures as 

prima facie indicators of appropriate fee assessments, 
except that the fees should be increased Avery 3 years after 
October 1, 1993, by the percentage, if any, b~ which the 
producer price index, published by the United States bureau 
of labor statistics for the most recent calendar year, 
exceeds the producer price index for calendar year 1993. 

~lication fee Annual fee 
Publicly ovmed 
treatment works 

Industrial storm and 
ground water systems 

Industrial cooling 

$250 -- $1,000 

$1000 

water systems $500 

Industrial systems with 
toxic substances $2,500 -- S 5,000 

General permits $200 -- $500 

Nondegradation review: 
(l) Domestic sewage 

treatment 
(2) Industrial 
(3) Subdivision 

$2,500 
~2,500 -- $5,000 
$120 -- $200 per 

Committee Vote: 
Yes 

$250 $2,500 

$1, a 00 
$2,500 

$200 -- $500 

$2,500 

$250 -- $2,500 

lot 

631128SC.Hp: 
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The annual fee -is to be assessed for each million 
gallons of waste discharged per day. on a yearly average and 
is specific to each discharge at a facility. The lower 
valu~s are minimum fees, regardless. of the amount of waste 
discharged. For either the application fee or annual fee 
for st.orm water discharges, a facility may not be charged 
for more than th~ five storm water discharge points that 
yield the highest fees. 

The legislature also intends that a facility that 
consistently discharges effluent at less than or equal to 
one-half of its permit limit concentration, using the 
previous year's discharge data, is entitled to a 25% fee 
reduction in its annual fee. Further, any facility that 
consistently discharges effluent at levels between 50% and 
100% of its permit limit concentration is entitled to a 
proportionate fee reduction of up to 25%. For a permit with 
multiple parameter limits, the annual average of the 
percentage of use of each parameter limit should be used to 
determine an overall percentage. A new permittee is not 
eligible for fee reduction in its first year of operation, 
and dilution is not intended as a means to justify lower 
annual fees." 

3. Page 5, line 11. 
Following: "1" 
Insert: "and" 

4. Page 5, lines 12 through 21. 
Strike: subsections (f) through (i) in their entirety 
Renumber: subsequent subsection 

5. Page 6, line 3. 
Strike: "is sufficient to cover" 
Insert: "recovers to the ext'ent permitted by this subsection (2) II 

6. Page 6, line 4. 
Strike: "; and" 
Insert.: ". This fee may not be less than $250 or more than 

$5,000 per discharge point for an application addressed 
under subsection (1), except tha~ an application with 
multiple storm water discharge points may be assessed a 
lower fee for those points according to board rule." 

7. Page 6, lines 6 through 8. 
Strike: "potential" on line 6 through "the" on line 8 

8. Page 6, lines 9 though 12. 

631128SC.Hpf 



Strike: norft on line 9 through ftchapter- on line 12 

9. Page 6, line 12. 
Following: "fee" 

t-larch 20, 1993 
Page 3 of 4 

Insert: "may not be less t.han $250 and may not be more than 
$3,000 per million gallons discharged per day on an annual 
average for any activity under permit or authorization, as 
described in subsection (I), except that a permit or 
authorization with multiple storm water discharge points may 
be assessed a lower fee for those points according to board 
rule. To the extent permitted under this limitation, the 
annual fee" 

10. Page 6, line 24. 
Following: "quality" 
Insert: "discharge permi!" 

11. Page 7, line 2. 
Strike: "in a timely manner" 
Insert: "w'ithin 90 days after the date established by rule for 

fee payment" 

12. Page 7, line 4. 
Strike: "50%" 
Insert: "20%" 

13. Page 7, line 12. 
Strike: "state" 
Following: "fund" 
Insert: "type" 

14. Page 8. 
Following: line 9 
Insert: "( 10) A municipali ty :nay raise rates t.O cover costs 

associated with the fees prescribed in this section for a 
public sewer system without the hearing required in 69-7-
111. " 

15. Page 8, line 11. 
Strike: "There" 
Insert: "All fees collected under [se,ction 1]" 

16. Page 8, lines 12 through 15. 
Strike: ":" on line 12 ~hrough "l]" on line 15 

17. Page 8. 
Following: line 18 
Insert~ "Section 3. 

"69-7-111. 
Section 69-7-111, MCA, is amended to read: 
~lunicipal rate hearing required -- notice. 

631128SC.Hpf 
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(1) Except as provided in [section 1] and 75-6-108, if the 
governing body of a municipality considers it advisable to 
regulate, establish, or change rates, charges, or • 
classifications imposed on its customers, ~t shall order 'a 
hearing to be held before it at a time and place specified. 

(2) Notice of the hearing shall be published in a 
newspaper as provided in 7-1-4127. 

(3) (a) The notice shall be published three times with 
at least 6 days separating each publication. The first 
publication may be no more than 28 days prior to the 
hearing, and the last publication may be no less than 3 days 
prior to the hearing. 

(b) The notice must also be mailed at least 7 days and 
not more than 30 days prior to the hearing to persons served 
by the utility. The notice must be mailed within the 
prescribed time period. This notice must contain an estimate 
of the amount the customer1s average bill will increase. 

(4) The published notice must contain: 
(a) the date, time, and place of the hearing; 
'(b) a brief statement of the proposed action, and 
(c) the address and telephone number of a person who 

may be contacted for further information regarding the 
hearing. ' 

(5) Notice of all hearings shall be mailed first 
class, postage prepaid, to the Montana consumer counse 1. "" 

Renumber: subsequent sections 

-END-
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HOUSE OF REPRESENTATIVES 

____________ T~AX~A~T~I~O~N _______ COMMITTEE 

,ROLL CALL VOTE 

I NAME I AYE I NO I 
RRP FOSTER . ~ 

RF.P HJ'\RRNbl'UN y/ 

REP ANDF.RSnN V 

REP BOHLINGER V 

REP DOLEZAL V 

RF.P DRTSCOLI Y 

RRh RT.T.IO'l'T ~ 

RF.P F'RT.J'\ND ~ 

nvp T-T 11 N<::nN V' 
REP. HARPER / 
RF.P HIBBARD ~ 

REP KELLER ~ 

REP McCAFFREE V 
R'P.P Ml"'rARTHY V 

RF.P NF.T,SON ~ 

REP ORR V 
PF.P R.1I.NF.Y V 

REP. REAM V 
T?r.'P 'T'rTN'RY V 
Rr.:P GILBERT vl 



HOUSE OF REPRESENTATIVES 

_____ --"'-'TAX~A .... T"""'IO""'N"__ ___ COMMITTEE 

ROLL CALL VOTE 

MOTION: 

I NAME I AYE I NO I 
RF.P t<' I::;"~R ~ 

RF.P HA 'RR N~';·L·UN ,~ 
REP ANUF.'RSnN V 
REP BOHLINGER ~ 
REP DOLEZAL / 
REP DRISr.OLL V' 
RF.'P PoT.T. I 0'1"1' ~-
REP FRT.ANn ( 

R~P T-T71N~nN L 
REP. HARPER v' 
REP HIBBARD ,/ 
REP KELLER y" 

REP McCAFFREE vi 
REP McCARTHY v' 
RRP NRT.SON L 
RRP ORR ,/ 
RF.P RANEY I 
REP. REl\M v' 
Rf.~P 'T'flNBY /-
R17P GILBERT / 



AMENDMENTS 
HB 671 

INTRODUCED VERSION 
PREPARED BY DEPARTMENT OF REVENUE 

March 18, 1993 

The purpose of amendments 1, 2, 3, 6, and 7 is to change the 
tax rate, repeal the surtax and raise approximately $60 million for 
the biennium. 

The purpose of amendment 4 is to reduce the $3,500 income 
exemptions by 10% for every $5,000 between $150,000 and $200,000 of 
federal adjusted gross income. 

The purpose of amendment 5 is to make the standard deduction 
a percentage of Montana adjusted gross income within certain limits 
and to reduce the standard deduction in the same manner as the 
exemptions. 

1. Ti tIe, line 21 
Following: "15-30-159," 
Str ike: "AND" 
Following: "15-30-160," 
Insert: "AND 15-30-19~," 

2. Page 6, line 12 
Following: "15-30-103." 
Insert: "(Temporary for tax years 1993 and 1994)" 

line 13 
Strike: "Subject to subsection (2), there" 
Insert: "There" 

line 14 
Following: "year commencing" 
Strike "on or" 

line 18 
Following: "at the rate of" 
Strike: "7.5%" 
Insert: "7.3%" 

3 . Page 7, 
Following: line 15 
Insert: "Section 3. Section 15-30-103, MCA, is amended to 

read: 
"15-30-103. Rate of tax -- adjustment. (1) 'fhere shall be 

Subject to subsection (2), there is levied, collected, and paid for 
each taxable year commencing 011 or after December 31, ~ 1994, 
upon the taxable income of every taxpayer individual subject to 

1 



this tax, after making allowance for exemptions and deductions as 
her einafter pt ovided, a tax at the rate of 7.4% of the individual's 
taxable income on the following brackets of taxable income as 
adjusted under subsection (2) at the following rates. 

(a) on the first $1,000 of taxable ilicome or any part 
thereof, 2%, 

(b) OIl the lIext $1,000 of taxable income or any part thereof, 

(c) on the next $2,000 of taxable income or allY part thereof, 

(d) on the next $2,000 of taxable income Ot auy part thereof, 

(e) OIl the next $2,000 of taxable income or auy part thereof, 

(f) OIl the next $2,000 of taxable income or any part thereof, 

(g) on the next $4,000 of taxable income or allY part thereof, 

(h) on the next $6,000 of taxable inconle or any part thereof, 

(i) on the next $15,000 of taxable income or allY part 
thereof, 10!!', 

(j) OIl any taxable income ~1I excess of $35,000 or any part 
thereof, 11%. 

(2) By Notlember 1 of each year, the depar tment shall nlultiply 
the bracke t allloun t contained in subsec tion (1) by the infla tion 
factor for that taxable year and round the cumulatitle brackets to 
the neares t $100. 'i'he r esul ting adj us ted brackets ar e effec ti tie for 
that taxable year and shall be used as the basis for impositioll of 
the tax in subsection (1) of this section The department may adopt 
rules for adjusting the tax rate provided in subsection (1) to 
reflect changes in federal adjusted gross income. The rules must 
adjust the tax rate to maintain a rate that does not exceed 7.5% of 
an individual's taxable income, as determined for the tax year 
beginning January 1, 1994." 

Renumber: Subsequent sections 

4. Page 17, line 6 
Following: "(6)" 
Insert: "(a) The exemptions provided for in this section are 

reduced by 10% for every $5,000 of federal adjusted gross income in 
excess of $150,000. 

5. Page 19, line 4 
Following: "(2)" 
Strike: "(d)" 
Insert: "(e)" 

2 



line 5 
Following: line 4 
Strike: "$5,000" 

EXHldi, . -ti:::.l _____ cc;oc=_ 

OA TE ~:- L_ti;"; ~ 
~l-_:I.tli--"-U __ ; 

Insert: "40% of Montana adjusted gross income, but not less 
than $2,000 or more than $5,000" 

line 8 
Following: "is" 
Str ike: "$10;000" 
Insert: "40% of Montana adjusted gross income, but not less 

than $4,000 or more than $10,000" 

line 12 
Following: line 11 
Strike: "7,500" 
Insert: "40% of Montana adjusted gross income, but not less 

than $3,000 or more than $7,500" 

line 17 
Following: "is" 
Strike: "$5,000" 
Insert: "40% of Montana adjusted gross income, but not less 

than $2,000 or .more_than $5,000" 

line 18 
Following: line 17 
Insert: "( e) The standard deductions provided for in this 

subsection are reduced by 10% for every $5,000 of federal adjusted 
gross income in excess of $150,000. 

6. Page 37, line 1 
Following: "15-30-159," 
Strike: "and" 
Following: "15-30-160," 
Insert: "and 15-30-199" 

7. Page 37, line 4 
Following: "applicability" 
Insert: (1) Except as provided in subsection (2) 

line 6 
Following: line 6 
Insert: "(2)(a) Section 2 is effective on passage and approval 

and applies retroactively, within the meaning of 1-2-109, to the 
tax year beginning after December 31, 1992, and the section shall 
terminate on December 31, 1993. 

(b) Section 3 is effective on passage and approval and applies 
to tax years beginning after December 31, 1993." 

3 



EXHIBIT -<--:--:----
DATE-·"'4'U@ 

AMENDMENTS 
1m 671 

INTRODUCED VERSION 
PREPARED BY THE DEPARTMENT OF REVENUE 

March 17, 1993 

HB_ ~1/ 

The purpose of amendments 1, 3, 4, 9, 10, 11, 12, 13, 14, and 
15 is to repeal the surtax on the individual income tax and 
corporation license tax and to replace the revenue. -

The purpose of amendment 2 is to make 1993 the base year from 
which to measure the inflation factor for indexing. 

The purpose of amendment 5 is to clarify the taxation of non
residents. 

The purpose of amendments 6 and 7 is to make the indexing of 
standard deductions consistent with the indexing of the personal 
exemptions. 

The purpose of amendment 8 is to provide that the one time tax 
credit for sale of a business, trade or profession is reduced by 1% 
for every $20,000 of gain received by the taxpayer in excess of $1 
million. 

1. Title, line 21 
Following: "15-30-159," 
Strike: "AND" 
Following: "15-30-160," 
Insert: "AND 15-30-199," 

2. Page 3, line 20 
Following: "for June, HOO" 
Strike: "1994" . 
Insert: "1993" 

3. Page 6, line 12 
Following: "15-30-103." 
Insert: "(Temporary for tax year 1993)" 

line 13 
Strike: "Subject to subsection (2), there" 
Insert: "There" 

line 14 
Following: "and paid for" 
Strike: "each" 
Insert: "the" 
Following: "year commencing" 
Strike "on or" 

line 18 
Following: "at the rate of" 
Strike: "7.5%" 

1 
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Insert: "7.4%" 

Page 7, line 16 
Strike: Subsection (2) in its entirety 

4. Page 7,' 
Following: line 15 
Insert: "Section 3. Section 15-30-103, MeA, is amended to 

read: 
"15-30-103. Rate of tax -- adjustment. (1) 'i'here shall be 

Subject to subsection (2), there is levied, collected, and paid for 
each taxable year commencing on or after December 31, ~ 1993, 
upon the taxable income of every taxpayer individual subject to 
this tax, after making allowance for exemptions and deductions as 
hereinafter protJided, a tax at the rate of 7.5% of the individual's 
taxable income on the following brackets of taxable income as 
adjusted under subsection (2) at the following rates. 

ta) on the first $1,000 of taxable income or any part 
thereof, 2l1>, 

(b) on the next $1,000 of taxable income or any par t thereof, 
:3+;-

(c) on the IlexL $2,000 of taxable iIlcolue or any part thereof, 
-4-%-;--

(d) 011 the next $2,000 of taxable income or any part thereof, 
5-%-;-

(e) 011 the Ilea L $2,000 of taxable illcollie at allY part thereof, 
tT%-;-

(f) on the next $2,000 of taxable iucome or any part thereof, 
-Tt-t 

(g) 011 the next $4,000 of taxable income or alIi part thereof, 
ttt-;-

(h) 011 the next $6,000 of taxable income or any part thereof, 

*' (i) on the next $15,000 of taxable income or any part 
thereof, 10%, 

(j) on any taxable income in excess of $35,000 or allY part. 
thereof, 11%. 
- (2) By tqotJember 1 of each year, the depar tment shall IIlul tiply 

the bracke t amount con tained in subsection (1) by the infla t ion 
factor for that taxable year and round the cumulatitJ'e brackets to 
the nearest $100. 'i'he resulting adjusted brackets are effective for 
that taxable year and shall be tlsed as the basis for imposition of 
the tax in subsection (1) of this section The department may adopt 
rules for adjusting the tax rate provided in subsection (1) to 
reflect changes in federal adjusted gross income. The rules must 
adjust the tax rate to maintain a tate that does not exceed 7.5% of 
an individual's taxable income, as determined for the tax year 
beginning January 1, 1994." 

Renumber: Subsequent sections 

5. Page 8, lines 9 through 14 
Following: "taxable income." on line 9 
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line 19 
Strike: Subsections (4) and (5) in their entirety. 

11. Page 30, line 2 
Following: "(Effective" 
Strike: "on receipt of taxes" 

line 3 
Strike: "1993" 
Insert: "1994 and thereafter" 

12. Page 30, line 14 
Following: "(2)" 
Insert: "(a)" 

line 16 
Following: "is 7% of" 
Strike: "all" 
Insert: "the first $500,000 of" 
Following: "the taxable period" 
Strike "." 
Insert: "; and (b) 7 . 5% of all net income in excess of 

$500,000 for the taxable period." 

13. Page 30, line 20 
Strike: Subsection (4) in its entirety. 

14. Page 37, line 1 
Following: "15-30-159," 
Str ike: "and" 
Following: "15-30-160," 
Insert: "and 15-30-199" 

15. Page 37, line 4 
Following: "applicability" 
Insert: (1) Except as provided in subsection (2) 

line 6 
Following: line 6 
Insert: (2)(a) Section 2 is effective on passage and approval 

and applies retroactively, within the meaning of 1-2-109, to the 
tax year beginning after December 31, 1992, and the section shall 
terminate on December 31, 1993. 

(b) Section 3 is effective on passage and approval and applies 
to tax years beginning after December 31, 1993. 
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Strike: The remainder of line 9 and lines 10 though 14 in 
their entirety. 

6.' Page 17, line 7 
Str ike: "1992, II 
Insert: "1993," 

7. Page 19, line 25 
Following: "31," 
Strike: "1994" 
Insert: "1993" 

8. Page 21, line 2 
Following: "at the rate of" 
Strike: "$1" 
Insert: "1% II 

Line 3 
Following: "every" 
Strike: "$2" 
Insert: "$20,000" 

9. Page 29 line 1 
Following: "(Temporary" 
Insert: "for tax year 1993" 

10. Page 29, line 5 
Following: "(a)" 
Strike: "6 3/4%" 
Insert: "7.08%" 

line 7 
Following: "(b)" 
Strike: "7 1/4%" 
Insert: "7.57%" 

line 13 
Following: "(2)" 
Insert: "(a)" 

line 15 
Following: "is" 
Strike "7% of all" 
Insert: "7.33% of the first $500,000 of" 
Following: lithe taxable period" 
Strike "." 
Insert: "; and (b) 7.82% of all net income in excess of 

$500,000 for the taxable period." 

line 18 
Strike: "$50" 
Insert: "$100" 
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Amendments to House Bill No. 671 
First Reading Copy 

Requested by DOR 
For the Committee on Taxation 

Prepared by Lee Heiman 
March 18, 1993 

1. Title, line 21. 
Strike: the first llANO II 
Following: 1115-30-160,11 
Insert: llANO 15-30-199, II 

2. Page 3, line 20. 
Strike: 111994 11 
Insert: 111993 11 

3. Page 6, line 12. 
Following: 1115-30-103. 11 
Insert: "(Temporary for tax years 1993 and 1994)" 
Strik~: "-- adjustment" 
Strike: "(1)" 

4. Page 6, line 13. 
Strike: "Subject to subsection (2), there" 
Insert: "There" 

5. Page 6, line 14. 
Strike: "on or" 

6. Page 6, line 18. 
Strike: "7.5%" 
Insert: "7.3%" 

7. Page 7, line 16. 
S t r i ke : "( 2) " 

8. Page 7, line 22 through page 8, line 2. 
Strike: subsection (2) in its entirety 

9. Page 8. 
Following: line 2 
Insert: "Section 3. Section 15-30-103, MCA, is amended to read: 

"15-30-103. Rate of tax -- adjustment. (1) There shall 
be Subject to subsection (2), there is levied, collected, 
and paid for each taxable year commencing on or after 
December 31, ~ 1994, upon the taxable income of every 
ta)~ayer individual subject to this tax, after making 
allowance for exemptions and deductions as hereinafter 
provided, a tax at the rate of 7.4% of the individual's 
taxable income on the following braclEets of taxable income 
as adjusted under subsection (2) at the follo~iing rates: 
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(a) oa the first $1,000 of taxaBle iaeome or aay part 
thereof, 2\ ; 

(B) oa the aext $1,000 of taxaBle iaoome or aay part 
thereof, 3\; 

(e) oa the aext $2,000 of taxaBle iacome or aay part 
thereof, 4\; 

(a) oa the aext $2,000 of taxaBle iacome or aay part 
thereof, 5\; 

(e) oa the aext $2,000 of taxaBle iacome or aay part 
thereof, 6\; 

(f) oa the aext $2,000 of taxaBle iacome or aay part 
thereof, 7\; 

(§' ) oa the aext· $4,000 of taxaBle iacome or aay part 
thereof, 8\; 

(h) oa the aext $6,000 of taxaBle iacome or aay part 
thereof, 9\; 

(i) oa the aext $15,000 of taxaBle iacome or aay part 
thereof, 10\; 

(j) oa aay taxaBle iacome ia excess of $35,000 or aay 
part thereof, 11\. 

(2) By Novemt>er 1 of each year, the aepartmeat shall 
multiply the Bracket Q:Hl:ouat coataiaea ia sUBsectioa (1) By 
the iaflatioa factor for that taxaBle year aaa rouaa the 
cumulative Brackets to the aearest $100. The resultiag 
aajustea Brackets are effective for that taxaBle year aaa 
shall Be usea as the Basis for impositioa of the tax ia 
sUBsectioa (1) of this sectioa (a) The department shall. 
pursuant to subsection (2) (b). adjust the tax rate provided 
in subsection (1) to reflect changes in federal adjusted 
gross income. The adjustment must maintain a rate- that 
produces revenue that does not exceed 7.4% of taxable income 
based upon the definition of federal adjusted gross income 
as provided in 26 U.S.C. 62 on Janua~ 1. 1993. Prior to 
adopting a change in rate. the department shall present the 
proposed change to the revenue oversight committee for 
review by the committee. 

(b) (i) For purposes of subsection (2) (a). for tax year 
1994 and each tax year thereafter. the department shall in 
the succeeding year determine the change in the amount of 
revenue collected resulting from changes made by the United 
States congress to federal adjusted gross income. as defined 
by the Internal Revenue Code. effective for that year. 

(ii) Based on the determination in subsection 
(2) (b) (i). the tax rate for the tax year following the 
determination must be adjusted in increments of 0.1%. 

(iii) A change in the rate may not be made unless the 
amount of change exceeds $4.5 million. I~" 

Renumber: subsequent sections 

10. Page 8, lines 9 through 14. 
Strike: "After" on line 9 through "Montana. n on line 14 

11. Page 17, line 6. 
Following: n(6)" 
Insert: "(a) The exemptions provided for in this section are 
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reduced by 10% for every $5,000 of federal adjusted gross 
income in excess of $150,000. 

(b) " 

12. Page 17, line 7. 
Strike: "1992" 
Insert: "1993" 

13. Page 19, line 4. 
Strike: "(2) (d)" 
Insert: "(2) (e)" 

14. Page 19, line 5. 
Following: line 4 
Insert: "40% of Montana adjusted gross income, but not less than 

$2,000 or more than" 

15. Page 19, line 8. 
Following: "is" . 
Insert: "40% of Montana adjusted gross income, but not less than 

$4,000 or more than" 

16. Page 19, line 12. 
Following: line 11 
Insert: "40% of Montana adjusted gross income, but not less than 

$3,000 or more than" 

17. Page 19, line 17. 
Following: "isl! 
Insert: "40% of Montana adjusted gross income, but not less than 

$2,000 or more than" 

18. Page 19. 
Following: line 17 
Insert: "(e) The standard deductions provided for in this 

subsection (2) are reduced by 10% for every $5,000 of 
federal adjusted gross income in excess of $150,000." 

19. Page 19, line 25. 
Strike: "1994" 
Insert: "1993" 

20. Page 21, line 2. 
Following: "rate of" 
Strike: "$1" 
Insert: "1%" 

21. Page 21, line 3. 
Strike: "$2" 

Insert: "$20,000" 

22. Page 29, line 1. 
Following: "(Temporary" 
Insert: "for tax year 1993" 
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23. Page 29, line 5. 
Strike: "6 3/4%" 
Insert: "7.08%" 

i4. Page 29, line 7. 
Strike: "7 1/4%" 
Insert: "7.57%" 

25. Page 29, line 15. 
Following: "is" 
Insert: ": 

(a) " 
Strike: "7% of all" 
Insert: "7.33% of the first $500,000 of" 
Following: "period" 
Insert: "i and 

(b) 7.82% of all net income in excess of $500,000 for 
the taxable period" 

26. Page 29, line 18. 
Strike: "$50" 
Insert: "$100" 

27. Page 29, line 19 through page 30, line 1. 
Strike: subsections (4) and (5) in their entirety 

28. Page 30, line 2. 
Strike: "on receipt of taxes" 

29. Page 30, line 3. 
Strike: "1993" 
Insert: "1994 and thereafter" 

30. Page 30, line 16. 
Following: "is" 
Insert: ": 

(a) " 
Strike: "all" 
Insert: "the first $500,000 of" 
Following: "period" 
Insert: "i and 

(b) 7.5% of all net income in excess of $500,000 for 
the taxable period" 

31. Page 30, lines 20 through 24. 
Strike: subsection (4) in its entirety 

32. Page 36, lines 8 and 10. 
Strike: "8" 
Insert: "9" 

33. Page 37, line 1. 
Strike: "and" 
Following: "15 - 30 -160, " 
Insert: "and 15-30-199," 
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34. Page 37, line 4. 
Following: "applicability." 
Insert: "( 1) " 
Strike: "[This" 
Insert: "Except as provided in subsection (2), [this" 

35. Page 37. 
Following: line 6 
Insert: "(2) (a) [Section 2] is effective on passage and approval 

and applies retroactively, within the meaning of 1-2-109, to 
the tax years beginning after December 31, 1992. 

(b) [Section 3] is effective on passage and approval 
and applies to tax years beginning after December 31, 1994. 

NEW SECTION. Section 25. Termination. [Section 2] 
terminates December 31, 1994." 
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EXHIBIT __ .3 __ _ 

AMENDMENTS 
HB 671 

INTRODUCED VERSION 
PREPARED BY THE DEPARTMENT OF REVENUE 

March 18, 1993 

OPTION A 

DATE >¥I!/J3 
HB 67/ 

The purpose of amendment #1 is to clarify the requirement the 
department must adjust the tax rate to account for changes in 
federal adjusted gross income. The amendment provides the 
necessary guidelines to avoid problems which may result from an 
unconstitutional delegation of authority. 

1. Page 7, 
Following: line 15 
Strike: Subsection (2) in its entirety. 
Insert: "(2)(a) The department must pursuant to subsection (b) 

adjust the tax rate provided in subsection (1) to reflect changes 
in federal adjusted gross income. The adjustment must maintain.a 
rate that produces revenue that does not exceed 7~S% of taxable 
income based upon the definition of federal adjusted gross income 
as'provided in 26 U.S.C. section 62 on January 1, 1993. 

(b)(i) For purposes of subsection (a) for tax year 1993 and 
every tax year thereafter, the department shall in the succeeding 
year, determine the change in the amount of revenue collected 
resulting from changes to federal adjusted gross income, as defined 
by the internal revenue code effective for that year, made by the 
United States Congress. 

(ii) Based on the determination in subsection (i) the tax rate 
for the tax year following the determination must be adjusted in 
increments of 0.1%. for each increm ange equa . g $4.5 
m-i-:H±on-• 

(iii) No change in the rate shall be made unless the amount of 
change ~ $4.5 million." 

r-~~.~~ 
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AMENDMENTS 
HB 671 

INTRODOCED VERSION 
PREPARED BY THE DEPARTMENT OF REVENUE 

March 18, 1993 

OPTION B 

J;XMIBIT .3 tL 

~Afti_ ..3/lfItl 
~a. zSZ; 

The purpose of amendment #1 is to require the department to 
report to the legislature at each regular session the effect any 
changes in federal adjusted gross income had on revenue collection 
for the previous tax years for which the department has complete 
data, and recommend to the legislature the adjustment necessary to 
the tax rate as result of those changes. 

1. Page 7, 
Following: line 15 
Strike: Subsection (2) in its entirety. 
Insert: "(2) At least 20 days before each regular session of 

the legislature the department must transmit to the legislature a 
report which describes the effect of any changes made by the United 
States Congress to the definition of federal adjusted gross income, 
as provided in 26 U. S. C. section 62 on January 1, 1993 since the 
last regular session of the legislature. The report must also 
contain the department's recommendation of the adjustment required 
to maintain revenue collections at the amount which would have 
collected under the January 1, 1993, definition of federal adjusted 
gross income. The department shall only be required to report on 
any tax year for which all of the relevant data is available. 
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< <hl1pact of I-fB671> with ProposedJ\mendments on Biennial Income Tax Revenue 
···\Assumes1993StirtaxisRepealed 

I Surtax Revenue Loss: 14,179,418 I 

HB671, Proposed Amendments I 
Tax Year 1993 1994 1995 

Tax Rate ! . ···7;300/01 ! .•..... > .. ····· •.. 7~30%1 L~. ·····7AOO/ci 

CL Tax 301,165,557 318,451,181 335,064,103 
PL Tax 331,304,764 348,902,687 373,077,139 

Change 25,662,116 25,736,605 38,013,036 
All Filers 26,945,221 27,023,435 39,913,688 

Biennial Increase in Income Tax: I I 59,746,082 



Impact of HB671 with Proposed Amendments on Biennial Income Tax Revenue 

A. CURRENT LAW - HJR3. 

Tax Year Liability, Before Surtax 
Surtax Rate 
Surtax Amount 
Total Tax Year Liability 

Fiscal Year Revenue, Before Adjustments 
Surtax Adjustment 
Other Adjustments 

Total Fiscal Year Revenue 

Allocation to: 

- General Fund 
- School Equalization 
- Long-Range Building, Debt Service 

ITotal Biennium Individual Income Tax 

B. HB671 , INTRODUCED, REPEAL SURTAX 

Tax Year Liability, Before Surtax 
Increase in Liability Due to HB671 
Surtax Rate 
Surtax Amount 
Total Tax Year Liability 

Fiscal Year Revenue, Before Adjustments 
Surtax Adjustment 
Other Adjustments 

Total Fiscal Year Revenue 

Allocation to: 

- General Fund 
- School Equalization 
- Long-Range Building, Debt Service 

I Total Biennium Individual Income Tax 

I Increase Over Biennium 

1992 1993 1994 1995 

287,948,629 301,689,753 318,945,476 337,375,284 
2.30% 4.70% 

6,622,818 14,179,418 
294,571,447 315,869,171 

294,819,191 
13,712,528 
43,407,000 

0.00% 
o 

0.00% 
o 

318,945,476 337,375,284 

310,317,615 328,160,380 
7,089,709 

11,536,000 11,536,000 

351,938,719 328,943,324 339,696,380 

1992 

287,948,629 
0 

2.30% 
6,622,818 

294,571,447 

221,017,515 
100,302,535 
30,618,669 

1993 

301,689,753 
26,945,221 

0.00% 
0 

328,634,974 

294,819,191 
13,712,528 
43,407,000 

351,938,719 

221,017,516 
100,302,535 
30,618,669 

195,721,278 202,119,346 
104,603,977 108,023,449 
28,618,069 29,553,585 

I 668,639,704 I 

1994 1995 

318,945,476 337,375,284 
27,023,435 39,913,688 

0.00% 0.00% 
0 0 

345,968,911 3n,288,972 

350,774,553 361,628,942 
(7,089,710) 
11,536,000 11,536,000 

355,220,843 373,164,942 

211,356,402 222,033,140 
112,960,228 118,666,451 
30,904,213 32,465,350 

I 728,385,785 I 
59,746,081 



Amendments to House Bill No. 671 
First Reading Copy 

For the Committee on Taxation 

prepared by Lee Heiman 
March 19, 1993 

EXHIBIT __ S~-
DATt:...E ~lJ;..,1 f-,I {..;,I ~r.r-J..f,.;.z_i

(II 
HB---Op..,t.,z'./-----

Combined Amendments Adopted by Committee, 8 a.m., March 19, 1993 

1. Title, line 21. 
Strike: the first II AND II 

Following: "15-30-160, II 

Insert: IIAND 15-30-199, II 

2. Page 3, line 20. 
Strike: "1994" 
Insert: "1993 II 

3. Page 6, line 12. 
Following: "15-30-103. II 

Insert: II (Temporary for tax years 1993 and 1994) II 

Strike: "_- adjustment II 
Strike: II (1) II 

4. Page 6, line 13. 
Strike: "Subject to subsection (2)! there II 
Insert: II There II 

5. Page 6, line 14. 
Strike: lion or" 

6. Page 6~ line 18. 
Strike: "7.5%"" 
Insert: "7.3 %" II 

7. Page 7, line 16. 
Strike: II (2) II 

8. Page 7, line 22 through page 8, line 2. 
Strike: subsection (2) in its entirety 

9. Page 8. 
Following: line 2 
Insert: IISection 3. Section 15-30-103, MCA, is amended to read: 

"15-30-103. Rate of tax -- adjustment. (1) There shall 
Be Subject to subsection (2)! there is levied, collected, 
and paid for each taxable year commencing on or after 
December 31, ~ 1994, upon the taxable income of every 
taJEpayer individual subj ect to this tax, after making 
allowance for exemptions and deductions as hereinafter 
provided, a tax at the rate of 7.4%" of the individual's 
taxable income on the follo'n'ing brackets of taxable income 
as adjusted under subsection (2) at the follo~ving rates: 

(a) on the first $1,000 of taxable income or any part 
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thereof, 2~i 
f 19) oa the aext $1,000 of taxa19le iacome or any part 

thereof, 3 °lf i 
f c 1 oa the aCJct $2,000 of taxa19le iacome or any part 

thereof, 4~, 

f e) oa the aext $2,000 of taxa19le iacome or any part 
thereof, 5~i 

f e) oa the aext $2,000 of taxa19le iacome or any part 
thereof, 6~; 

( f) oa the aext $2,000 of taxa19le iacome or any part 
thereof, ~~; 

f§') oa the aext $4,000 of taxa19le iacome or any part 
·t·Lereof, 8~i 

(h) oa the nCJct $6,000 of taxa19le iacome or any part 
thereof, 9~i 

(i) oa the aext $15,000 of taxable income or aay par~ 
thereof, 10%"-:-

(j) oa any taxa19le income in excess of $35,000 or any 
part thereof, 11~. 

(2) By Novemeer 1 of each year, the eepartment shall 
multiply the 19racket amouat coataiaee in su19sectioa (1) 19Y 
the iaflation factor for that taxa19le year aae roune the 
cumulative 19rackets to the aearest $100. The resultin§, 
aejustee brackets are effective for that taxa19le year aae 
shall 1ge usee as the 19asis for impositioa of the tax ia 
subsectioa (1) of this section (a) The department shall, 
pursuant to subsection (2) (b), adjust the tax rate provided 
in subsection (1) to reflect changes in federal adjusted 
gross income. The adjustment must maintain a rate that 
produces revenue that does not exceed 7.4% of taxable income 
based upon the definition of federal adjusted gross income 
as provided in 26 U.S.C. 62 on January 1, 1993. Prior to 
adoptina a change in rate, the department shall present the 
proposed change to the revenue oversight committee for 
review by the committee. 

(b) (i) For purposes of subsection (2) (a), for tax year 
1994 and each tax year thereafter, the department shall in 
the succeeding year determine the change in the amount of 
revenue collected resulting from changes made by the United 
States congress to federal adjusted gross income, as defined 
by the Internal Revenue Code, effective for that year. 

(ii) Based on the determination in subsection 
(2) (b) (i), the tax rate for the tax year following the 
determination must be adjusted in increments of 0.1%. 

(iii) A change in the rate may not be made unless the 
amount of change exceeds $4.5 million."" 

Renumber: subsequent sections 

10. Page 8, lines 9 through 14. 
Strike: "After" on line 9 through "Montana." on line 14 

11. Page 17, line 6. 
Following: "( 6) " 
Insert: "(a) The exemptions provided for in this section are 

reduced by 10% for every $5,000 of federal adjusted gross 
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income in excess of $150,000. 
(b) II 

12. Page 17, line 7. 
Strike: 111992 II 
Insert: 111993 11 

13. Page 19, line 4. 
Strike: II (2) (d) II 
Insert: 11(2) (e) II 

14. Page 19, line 5. 
Following: line 4 

~XHISI1 __ #,~~ . 
..... -.'E;..~ 

OATt. 3-/9 - 2.:r 
.1' ~ #8- 6 2/ 

= 

Insert: 1140% of Montana adjusted gross income, but not less than 
$2,000 or more than ll 

15. Page 19, line 8. 
Following: II is II 
Insert: 1140% of Montana adjusted gross income, but not less than 

$4,000 or more than ll 

16. Page 19, line 12. 
Following: line 11 
Insert: 1140% of Montana adjusted gross income, but not less than 

$3,000 or more than ll 

17. Page 19, line 17. 
Following: lIisll 
Insert: 1140% of Montana adjusted gross income, but not less than 

$2,000 or more than ll 

18. Page 19. 
Following: line 17 
Insert: II (e) The standard deductions provided for in this 

subsection (2) are reduced by 10% for every $5,000 of 
federal adjusted gross income in excess of $150,000. 11 

19. Page 19, line 25. 
Strike: 111994 II 
Insert: 111993 II 

20. Page 21, line 2. 
Following: IIrate ofll 
Strike: II $111 
Insert: 111% II 

21. Page 21, line 3. 
Strike: II $2 II 

Insert: 11$20,000 11 

22. Page 29, line 1. 
Following: II (Temporaryll 
Insert: IIfor tax year 1993 11 
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23. Page 29, line 5. 
Strike: "6 3/4%" 
Insert: "7.08%" 

24. Page 29, line 7. 
Strike: "7 1/4%" 
Insert: "7.57%" 

25. Page 29, line 15. 
Following: "is" 
Insert: ": 

(a) " 
Strike: "7% of all" 
Insert: "7.33% of the first $500,000 of" 
Following: "period" 
Insert: "; and 

(b) 7.82% of all net income in excess of $500,000 for 
the taxable period" 

26. Page 29, line 18. 
Strike: "$50" 
Insert: "$100" 

27. Page 29, line 19 through page 30, line 1. 
Strike: subsections (4) and (5) in their entirety 

28. Page 30, line 2. 
Strike: "on receipt of taxes" 

29. Page 30, line 3. 
Strike: "1993" 
Insert: "1994 and thereafter" 

30. Page 30, line 16. 
Following: "is" 
Insert: ": 

(a) " 
Strike: "all" 
Insert: "the first $500,000 of" 
Following: "period" 
Insert:-"; and 

(b) 7.5% of all net income in excess of $500,000 for 
the taxable period" 

31. Page 30, lines 20 through 24. 
Strike: subsection (4) in its entirety 

32. Page 36, lines 8 and 10. 
Strike: "8" 
Insert: "9" 

33. Page 37, line 1. 
Strike: "and" 
Following: "15-30-160," 
Insert: "and 15-30-199," 
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34. Page 37, line 4. 
Following: "applicability." 
Insert: "(1)" 
Strike: II [This" 
Insert: IIExcept as provided in subsection (2), [this" 

35. Page 37. 
Following: line 6 
Insert: "(2) (a) JSection 2] is effective on passage and approval 

and applies retroactively, within the meaning of 1-2-109, to 
the tax years beginning after December 31, 1992. 

(b) [Section 3] is effective on passage and approval 
and applies to tax years beginning after December 31, 1994. 

NEW SECTION. Section 25. Ter.mination. [Section 2] 
terminates December 31, 1994." 
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EXHIBIT- If; 
DAT~ :;ft-: 

** CAUTION ** This is an unofficial Bill Draft deve~ d lS show 
amendments proposed by Rep. Bob Raney to the Introduced Bill Copy. 

HOUSE BILL NO. 388 

INTRODUCED BY Rep. Raney 

BY REQUEST OF THE DEPARTMENT 
OF HEALTH AND ENVIRONMENTAL SCIENCES 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING THE DEPARTMENT 
OF HEALTH AND ENVIRONMENTAL SCIENCES TO COLLECT FEES TO OFFSET 
WATER QUALITY PROGRAM COSTS FOR ISSUING PERMITS AND MONITORING 
ACTIVITY; REQUIRING THE DEPARTMENT TO PROVIDE NOTICE OF THE FEE 
ASSESSMENT; PROVIDING AN APPEAL PROCEDURE FOR RESOLUTION OF FEE 
DISPUTES; PROVIDING FOR THE DISPOSITION OF FEES; AND PROVIDING AN 
APPLICABILITY DATE." 

WHEREAS, section 402 of the Federal Water Pollution Control 

Act provides that states may be authorized by the u.S. 

Environmental Protection Agency to administer the national 

pollutant discharge elimination system wastewater discharge permit 

program; and 

WHEREAS, the Montana Department of Health and Environmental 

Sciences administers all water quality permit programs in Montana 

through an agreement with the u.S. Environmental Protection Agency 

under section 402 of the Federal Water Pollution Control Act; and 

WHEREAS, the Department of Health and Environmental Sciences' 

water quality permit programs are inextricably linked to its other 

water pollution control and ambient water quality monitoring 

programs; and 

WHEREAS, both the citizens and businesses of the State of 

Montana benefit from implementation of these programs by the 

Department of Health and Environmental Sciences; and 

WHEREAS, federal grants for Montana's water quality programs 



are currently inadequate and are being further reduced, and 

Montana's general fund is stressed by competing government 

programs; and 

WHEREAS, if the Department of Health and Environmental 

Sciences fails to obtain authorization, the national pollutant 

discharge elimination system program will be administered within 

Montana by the U.S. Environmental Protection Agency; and 

WHEREAS, the persons who discharge or may discharge wastes to 

Montana's water resources and who are required to obtain a water 

quality permit should pay a fair share to ensure protection of 

Montana's water resources; and 

WHEREAS, the annual fee system may be an incentive to the 

regulated community to design activities that reduce the amount of 

pollutants discharged to state waters or otherwise. lower the 

potential for harm to state waters. 

THEREFORE, the Legislature of the State of Montana finds that 

it is appropriate to authorize the development of permit fee 

systems to support Montana's comprehensive water pollution control 

program. 

STATEMENT OF INTENT 

A statement of intent is required for this bill because it 

authorizes the board of health and environmental sciences to adopt 

rules regarding fees to be assessed to applicants for or holders of 

certain permits or licenses. The intent of this bill is to allow 

the department of health and environmental sciences to charge for 



its services in administering its comprehensive water permitting 

program. These services include both the permitting function and 

followup monitoring and enforcement programs to ensure that 

activities are complying with the terms and conditions of the 

permit. In addition, the legislature anticipates that fees will be 

assessed to applicants or permittees under other statutory 

authorities for which an exclusion from a water quality permit 

requirement is provided by rule. 

The board shall attempt to develop a structured fee system 

that can be clearly applied to all activities addressed under this 

bill and that results in revenue that approximates the department's 

documented cost of implementing its comprehensive water quality 

pe~it program. The permit review fee system must be based on an 

average assessment of the department's direct and indirect cost of 

reviewing permit applications, including the cost of support 

services, inservice training, and correspondence. The annual fee 

system may involve fees that are prescribed by category according 

to the criteria in [section 1(2) (b)]. 

The Board of Health and Environmental Sciences shall consider 

the following fee structures as prima facie indicators of 

appropriate fee assessments, except that the fees should be 

increased every three years after the date of enactment by the 

percentage, if any, by which the Producer Price Index published by 

the United States Bureau of Labor Statistics for the most recent 

full calendar year exceeds the Producer Price Index for calendar 

year 1993. 



Publicly owned 
treatment works 

Industrial storm and 
groundwater systems 

Industrial Cooling 
water systems 

Industrial systems with 
toxic substances 

General permits 

Application fee 

$250 - $1.000 

$1. 000 

$500 

$2.500 - $5.000' 

$200 - $500 

Nondegradation review: 0 - "'i -'f)!' 
a. Domestic sewage d.../>'jl 

t rea tment _______ %-=.;6--.Q=-'..r... -=--=:0-0-...;::..- ~~ 6~ 
b. Industrial $2.500 - $1:0.000 
c. Subdivisions $120 - $200 per lot 

. :). 5"Th1) I $ 2 5 0 - :$"9=:1fQ] 

. ~ GOO 
$1. 000 -'$3~00O 

.5 00 
$200 - $-J 000 

'1 70·'-\ C>(;,."J' oJ 

$2.000 -::=$=3-;-&G.O 
: :;1) l) 

$250 -~ 

* The annual fee is to be assessed for each-million gallons of 

waste discharged per day on a yearly average. and is specific to 

each discharge at a facility. However , the lower values are 

minimum fees regardless of the amount of waste discharged. For 

either the application fee or annual fee for storm water 

discharges, a facility may not be charged for more than the five 

storm water discharge points that yield the highest fees. 

The Legislature also intends that a facility that consistently 

discharges effluent at less than or equal to one-half of its permit 

limit concentration, using the previous year's discharge data, is 

entitled to a 25% reduction in its annual fee. Further , any 

facilitv that consistentlv discharges effluent at levels between 50 

and 100% of its permit limit concentration is entitled to a 

proportionate fee reduction between 0 and 25%. For a permit with 

multiple parameter limits, the annual average of the percentage of 

use of each parameter limit should be used to determine an overall 

percentage. A new permittee is not eligible for fee reduction in 

\ 

\ 
\ 
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its first year of operation, and dilution is not intended as a way 

to justify lower annual fees. 

Further, the board's rules should provide a mechanism for 

coordinating collection of fees for the review and monitoring of 

projects and activities authorized by [section 1] with any other 

fees that are collected by other state agencies for the review and 

monitoring of those projects and activities. The fees collected by 

the department may not duplicate the fees collected by another 

state agency for services in reviewing permit, certificate, and 

license applications and in conducting monitoring. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. Section A. Fees authorized for recovery 

process -- rulemaking. (1) The board shall by rule prescribe fees 

to be assessed by the department that are sufficient to cover the 

board's and department's documented costs, both direct and 

indirect, of: 

(a) reviewing and acting upon an application for a permit, 

permit modification, permit renewal, certificate, license, or other 

authorization required by rule under 75-5-201 or 75-5-401; 

(b) reviewing and acting upon a petition for a degradation 

allowance under 75-5-303; 

(c) reviewing and acting upon an application for a permit, 

certificate, license, or other authorization fo~ which an exclusion 

is provided by rule from the permitting requirements established 

under 75-5-401; 

(d) enforcing the terms and conditions of a permit or 



authorization identified in subsections (1) (a) through (1) (c). If 

the permit or authorization is not issued, the department shall 

return this portion of any application fee to the app~icant. 
, 

(e) conducting compliance inspections and monitoring effluent 

and ambient water quality; and 

(f) conducting modcling, analyscs, and dcmonstrations in 

arcas that includc but are not limited to the determination of 

total maximum daily loads and waste load allocation; 

(g) identifying and monitoring impaired 'imters; 

(h) preparing and maintaining public information systems on 

effluent limitation, discharges, compliancc, and ambient water 

quality; 

(i) providing T.mter quality training and education programs 

for the department or public; and 

-f-j-t-.i..ll preparing water quality rules or guidance documents. 

(2) The rules promulgated by the board under this section 

must include: 

(a) a fee on all applications for permits or authorizations, 

as identified in subsections (1) (a) through (1) (c), that ~ 

sufficient to cover recovers to the extent permitted by this 

subsection {2} the department's cost of reviewing and acting upon 

the applications; and. This fee may not be less than $250 or more 

than $5.000 per discharge point for an application addressed under 

subsection (1). except that an application with multiple storm 

water discharge points may be assessed a lower fee for those points 

accordina to coard rule. 

(b) an annual fee to be assessed according to the potential 



........ 'fJf---~ -- -
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for harm to state ~i'aters by the activity under permit or 

authorhmtion. The anilUal fee must take into consideration the 

volume and concentration of waste discharged into state waters er 

the volume and concentration of process materials or r,mstes placed 

in an impoundment or other contaiI'lffient facility subj ect to the 

permit requirements of this chapter. The annual fee may not be less 

than $250. or more than $3.000 per million gallons discharged per 

day on an annual average for any activity under permit or 

authorization. as described in subsection (1), except that a permit 

or authorization with multiple storm water discharge points may be 

assessed a lower fee for those points according to board rule. To 

the extent permitted under this limitation. the annual fee must be 

sufficient to pay the department's estimated cost of conducting all 

tasks described under subsection (1) after subtracting~ 

(i) the fees collected under subsection (2) (a) ; 

(ii) state general fund appropriations for functions 

administered under this chapter; and 

(iii) federal grants for functions administered under this 

chapter. 

(3) For purposes of subsection (2), the department's 

estimated cost of conducting the tasks described under subsection 

(1) is the amount authorized by the legislature for the 

department's water quality discharge permit programs. 

(4) If the applicant or holder fails to pay a fee assessed 

under this section or rules adopted under this section in a timely 

manner within 90 days after the date established by rule for fee 

payment, the department may: 



(a) impose an additional assessment consisting of not more 

than 5G% (20%) of the fee plus interest on the required fee 

computed at the rate established under 15-31-510(3); or 

(b) suspend the permit or exclusion. The department may lift 

the suspension at any time up to 1 year after the suspension occurs 

if the holder has paid all outstanding fees, including all 

penalties, assessments, and interest imposed under subsection 

(4) (a) • 

(5) Fees collected pursuant to this section must be deposited 

in an account in the state special revenue fund ~ pursuant to 

[section 2] . 

(6) The department shall give written notice to each person 

assessed a fee under this section of the amount of fee that is 

assessed and the basis for the department's calculation of the fee. 

This notice must be issued at least 30 days prior to the due date 

for payment of the assessment. 

(7) A holder of or an applicant for a permit, certificate, or 

license may appeal the department's fee assessment to the board 

within 20 days after receiving written notice of the department's 

fee determination under subsection (6). The appeal to the board 

must include a written statement detailing the reasons that the 

permitholder or applicant considers the department's fee assessment 

to be erroneous or excessive. 

(8) If part of the department's fee assessment is not in 

dispute in an appeal filed under subsection (7), the undisputed 

portion of the fee must be paid to the department upon written 

request of the department. 



(9) The contested case provisions of the Montana 

Administrative Procedure Act, provided for in Title 2, chapter 4, 

part 6, apply to a hearing before the board under this section. 

(10) A municipality may raise rates to recover costs 

associated with the fees prescribed in this section for a public 

sewer system without the hearing required in 69-7-111. 

NEW SECTION. Section 2. Deposition of water quality permit 

fees. (1) There must be credited to an account in the state special 

revenue fund ~: 

(a) all legislative and federal appropriations to the 

department for administration of this chapter; and 

(b) all fees collected under [section 1] . 

(2) Money in 

department's cost 

[section 1 (1) ] . 

the account may be 

in implementing the 

used only to pay 

functions described 

Section 3. Section 69-7-111, MCA, is amended to read: 

the 

in 

"69-7-111. Municipal rate hearing required--notice. (1) 

Except as provided in 75-6-108 and [section 1], if the governing 

body of a municipality considers it advisable to regulate, 

establish, or change rages, charges, or classifications imposed on 

its customers, it shall order a hearing to be held before it at a 

time and place specified. 

(2) Notice of the hearing shall must be published in a 

newspaper as provided in 7-1-4127. 

(3) (a) The notice shall must be published three times with at 

least 6 days separating each publication. The first publication 

may be no more than 28 days prior to the hearing, and the last 



publication may be no less than 3 days prior to the 

~XHlb; i :;::C--'a--
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(b) The notice must also be mailed at least 7 days and not 

more than 30 days prior to the hearing to persons served by the 

utility. The notice must be mailed within the prescribed time 

period. This notice must contain an estimate of the amount the 

customer's average bill will increase. 

(4) The published notice must contain: 

(a) the date, time, and place of the hearing; 

(b) a brief statement of the proposed action; and 

(c) the address and telephone number of a person who may be 

contacted for further information regarding the hearing. 

(5) Notice of all hearings shall must be mailed first class, 

postage prepaid, to the Montana consumer counsel. II 

NEW SECTION. Section ~ ~. Codification instruction. 

[Sections 1 and 2] are intended to be codified as an integral part 

of Title 75, chapter 5, part 5, and the provisions of Title 75, 

chapter 5, part 5, apply to [sections 1 and 2] . 

NEW SECTION. Section 42. Applicability. (1) [Section 1(1)] 

applies to all applications or petitions filed on or after October 

1, 1993, and to all current and future holders of permits, 

licenses, or other authorizations described in [section 1(1)]. 

(2) The board of health and environmental sciences may 

commence rulemaking prior to October 1, 1993. 

-End-



Amendments to House Bill No. 388 

1. Title, line 12. 
Following: "i" 

First Reading Copy 

For the Committee on Taxation 

Prepared by Lee Heiman 
March 19, 1993 

Insert: "AMENDING SECTION 69-7-111, MCAi" 

2. Page 4. 
Following: line 3 
Insert: "The board shall consider the following fee structures as 

prima facie indicators of appropriate fee assessments, 
except that the fees should be increased every 3 years after 
October 1, 1993, by the percentage, if any, by which the 
producer price index, published by the United States bureau 
of labor statistics for the most recent calendar year, 
exceeds the producer price index for calendar year 1993. 

Application fee Annual fee 
Publicly owned 
treatment works 

Industrial storm and 
ground water systems 

Industrial cooling 

$250 -- $1,000 

$1000 

water systems $500 

Industrial systems with 
toxic substances $2,500 -- $ 5,000 

General permits $200 -- $500 

Nondegradation review: 
(1) Domestic sewage 

treatment 
(2) Industrial 
(3) Subdivision 

$2,500 
$2,500 -- $5,000 
$120 -- $200 per lot 

$250 -- $2,500 

$1,000 --
$2,500 

$200 -- $500 

$2,500 

$250 -- $2,500 

The annual fee is to be assessed for each million 
gallons of waste discharged per day on a yearly average and 
is specific to each discharge at a facility. The lower 
values are minimum fees, regardless of the amount of waste 
discharged. For either the application fee or annual fee 
for storm water discharges, a facility may not be charged 
for more than the five storm water discharge points that 
yield the highest fees. 

The legislature also intends that a facility that 
consistently discharges effluent at less than or equal to 
one-half of its permit limit concentration, using the 
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previous year's discharge data, is entitled to a 25% fee 
reduction in its annual fee. Further, any facility that 
consistently discharges effluent at levels between 50% and 
100% of its permit limit concentration is entitled to a 
proportionate fee reduction of up to 25%. For a permit with 
multiple parameter limits, the annual average of the 
percentage of use of each parameter limit should be used to 
determine an overall percentage. A new permittee is not 
eligible for fee reduction in its first year of operation, 
and dilution is not intended as a means to justify lower 
annual fees. 1I 

3. Page 5, line 11. 
Following: II; II 
Insert: lIand" 

4. Page 5, lines 12 through 21. 
Strike: subsections (f) through (i) in their entirety 
Renumber: subsequent subsection 

5. Page 6, line 3. 
Strike: lIis sufficient to cover ll 

Insert: IIrecovers to the extent permitted by this subsection (2) II 

6. Page 6, line 4. 
Strike: II; and II 
Insert:" This fee may not be less than $250 or more than 

$5,000 per discharge point for an application addressed 
under subsection (1), except that an application with 
multiple storm water discharge points may be assessed a 
lower fee for those points according to board rule." 

7. Page 6, lines 6 through 8. 
Strike: "potential ll on line 6 through "the" on line 8 

8. Page 6, lines 9 though 12. 
Strike: "or" on line 9 through "chapter" on line 12 

9. Page 6, line 12. 
Following: "fee" 
Insert: "may not be less than $250 and may not be more than 

$3,000 per million gallons discharged per day on an annual 
average for any activity under permit or authorization, as 
described in subsection (1), except that a permit or 
authorization with multiple storm water discharge points may 
be assessed a lower fee for those points according to board 
rule. To the extent permitted under this limitation, the 
annual fee" 

10. Page 6, line 24. 
Following: "quality" 
Insert: "discharge permit" 

11. Page 7, line 2. 
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Strike: "in a timely manner" 
Insert: "within 90 days after the date established by rule for 

fee payment" 

12. Page 7, line 4. 
Strike: "50%" 
Insert: "20%" 

13. Page 7, line 12. 
Strike: "state II 
Following: "fund" 
Insert: II type II 

14. Page 8. 
Following: line 9 
Insert: "(10) A municipality may raise rates to cover costs 

associated with the fees prescribed in this section for a 
public sewer system without the hearing required in 69-7-
111." 

15. Page 8, line 11. 
Strike: "There" 
Insert: "All fees collected under [section 1]" 

16~ Page 8, lines 12 through 15. 
Strike: ":" on line 12 through "1] II on line 15 

17. Page 8. 
Following: line 18 
Insert: "Section 3. Section 69-7-111, MeA, is amended to read: 

"69-7-111. Municipal rate hearing required -- notice. 
(1) Except as provided in [section 11 and 75-6-108, if the 
governing body of a municipality considers it advisable to 
regulate, establish, or change rates, charges, or 
classifications 'imposed on its customers, it shall order a 
hearing to be held before it at a time and place specified. 

(2) Notice of the hearing shall be published in a 
newspaper as provided in 7-1-4127. 

(3) (a) The notice shall be published three times with 
at least 6 days separating each publication. The first 
publication may be no more than 28 days prior to the 
hearing, and the last publication may be no less than 3 days 
prior to the hearing. 

(b) The notice must also be mailed at ,least 7 days and 
not more than 30 days prior to the hearing to persons served 
by the utility. The notice must be mailed within the 
prescribed time period. This notice must contain an estimate 
of the amount the customer's average bill will increase. 

(4) The published notice must contain: 
(a) the date, time, and place of the hearing; 
(b) a brief statement of the proposed action; and 
(c) the address and telephone number of a person who 

may be contacted for further information regarding the 
hearing. 

(5) Notice of all hearings shall be mailed first 
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class, postage prepaid, to the Montana consumer counsel. 1111 

Renumber: subsequent sections 
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MONTANA DEPARTMENT OF HEALTH AND ENVIRONMENTAL SCIENCES' 

TESTIMONY ON HB 388 

ISSUES OF CONCERN: 

C PRIMACY FOR MONTANA POLLUTANT DISCHARGE ELIMINA TION SYSTEM 
(MPDES) PERMIT PROGRAM 

C IMPLEMENTATION OF THE MONTANA WATER QUALITY ACT'S 
NONDEGRADA TION POLICY 

C ENVIRONMENT ALL Y RESPONSIBLE GROWTH AND DEVELOPMENT 

C PROTECTION OF MONTANA'S SURFACE AND GROUND WA TER 

C AL TERNA TIVES 

I.' PRIMACY FOR THE MPDES PERMIT PROGRAM 

A. MONTANA'S WA TER QUALITY ACT REQUIRES ALL WHO DISCHARGE 
WASTES TO STA TE WA TERS (GROUND WA TER OR SURFACE WA TER) 
TO HAVE A PERMIT FROM THE DEPARTMENT OF HEALTH AND 
ENVIRONMENTAL SCIENCES. 

1. THE MONTANA (;ROUND WATER POLLUTION CONTROL 
SYSTEM (MGWPCS) 

THIS IS A PROGRAM DESIGNED TO CONTROL DISCHARGES OF 
WASTES TO MONTANA'S AQUIFERS THEREBY PROTECTING 
THE QUALITY OF GROUND WA TER FOR EXISTING AND 
POTENTIAL USES. 

2. THE MONTANA POLLUTANT DISCHARGE ELIMINATION SYSTEM 
(MPDES) 

THIS PROGRAM IS DESIGNED TO CONTROL DISCHARGES OF 
WASTES TO STATE SURFACE WATERS. IT IS PATTERNED 
AFTER THE FEDERAL (NPDES) CLEAN WA TER ACT PROGRAM. 

(SEE FY92 FUNDING) 
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II. IMPLEMENT A TION OF THE MONTANA WA TER QUALITY ACT'S 
NONDEGRADA TION POLICY 

A. REQUIRED BY THE MONTANA CONSTITUTION'S ARTICLE IX, SECTION 
1 (3); "The legislature shall provide adequate remedies for the protection of the 
environmental life support system from degradation----- .. 

This policy is essentially intended to ensure existing high quality waters are 
maintained for future generations of Montanans. It allows limited degradation 
to occur when justified and subject to strict conditions designed to protect 
water quality. 

B. THE WATER QUALITY ACT HAS A NONDEGRADA TION POLICY WHICH 
WILL PROBABL Y BE MODIFIED DURING THE LEGISLA TIVE SESSION. 
THE DHES· WILL ~ BE REQUIRED TO IMPLEMENT THIS 
NONDEGRADA TION POLICY. 

III. ENVIRONMENTALLY RESPONSIBLE GROWTH AND DEVELOPMENT 

A. SUBDIVISIONS OF LAND 
B. METAL MINES 
C. COAL MINES 
D. GROWTH OF CITIES AND TOWNS 

IV. PROTECTION OF MONTANA'S SURFACE AND GROUND WA TERS 

THE WATER QUALITY ACT REQUIRES THE DEPARTMENT TO PROVIDE A 
COMPREHENSIVE WA TER POLLUTION CONTROL PROGRAM. THE 
DEPARTMENT AND THE ADMINISTRA TION HA VE DETERMINED THA T THE 
ONL Y FEASIBLE WA Y TO ENSURE THE EXISTENCE OF THIS PROGRAM IS 
THROUGH THE ASSESSMENT OF FEES ON THOSE WHO WOULD DISCHARGE 
WASTES TO STATE WATERS. 

v.. AL TERNA TIVES 

A. NO AUTHORIZATION FOR THE DEPARTMENT TO ASSESS FEES FOR 
NONDEGRADA TION AUTHORIZA T/ONS OR PERMITS TO DISCHARGE 
WASTES. 

• LOSS OF PRIMACY FOR THE MPDES PROGRAM. 
• LOSS OF THE STATE'S ONLY LONG-TERM AMBIENT WATER 

QUALITY MONITORING PROGRAM. 
• POTENTIAL LIABILITY EXPOSURE BECAUSE OF THE INABILITY 

TO PROCESS PERMITS AND/OR NONDEGRADA TION 
AUTHORIZA TIONS AS REQUIRED BY LA W. 



• CAN DEVELOPMENT OCCUR???? 
• DEGRADATION OF STATE WATERS. 

(SEE FY92 FUNDING) 

B. AUTHORIZA TION FOR FEES PROVIDED. 

• RETENTION OF PRIMACY. 
• MAINTENANCE OF MINIMAL AMBIENT WA TER QUALITY 

MONITORING PROGRAM. 
• RESPONSIBLE DEVELOPMENT CAN OCCUR. 
• . WA TER QUALITY WILL BE PROTECTED, MAINTAINED & 

IMPROVED AS REQUIRED BY THE WQA. 

(SEE FY94 FUNDING) 

" 
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House Bill 388 

opposition Testimony of stillwater Mining Company 

House Natural Resources Committee 

ladies and gentlemen of the committee, my name is 
~~~~~a~h~a~n~,-. Helena attorney, representing stillwater Mining in 

o House Bill 388. 

There are three specific problems with this bill. First, HB 
388 grants too much discretion to the Department of Health and 
Environmental Sciences to establish the fees to be assessed for 
water permitting. If general fund appropriations are needed, as the 
bill's title seems to' indicate, the Legislature should determine 
the amount of money needed and the fees to be assessed. If these 
fees are truly related to water quality permitting and the actual 
costs have increased, the Department should have no difficulty 
justifying to the Legislature the necessity for these increases. 

Second, the real purpose of the bill is to ~und the 
~~ and not to merely recovery the documented costs for
operation of the pollutant discharge elimination system. The 
industry in general and stillwater Mining in particular is not 
opposed to the payment of permit fees during the period when a 
project is in the development phase. But it should be shown that 
the payment of such fees is related to the swift completion of the 
permitting process. However, the purposes for the fees proposed in 
Section 1, parts (1) (c) through (1) (j), (page 5 of the Introduced 
bill) go far beyond the purview of the permitting process, and 
include things that are clearly general fund items. 

Third, under section 1, part (2) (b),( page 6 of the Intro. 
Bill) the Department of Health introduces a new concept which would 
not allow it to assess a fee according to the potential harm to 
state waters. This is a clear departure from the concept of 
recovery of permitting costs, and in effect creates a process of 
"determining environmental damages in advance". This will establish 
a whole new legal dispute that could drag the permittee through the 
courts for years as various fears and apprehensions are raised 
about the long term effect of the project. These issues are already 
a part of the E.I.S. process and have no proper place in a cost 
recovery fee system. Department general fund costs should be 
funded through the state by its citizens, not by industry. 

If fees are assessed against Industry according to the potential 
harm to the waters of the state, then a correlation should be made 
to some actual or demonstrable harm that cannot be controlled. This 
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bill (in section 2 page 6) introduces a concept of a fee for 
"concentration of process materials or wastes placed in an 
impoundment or other containment facility". In other words, the 
industry is to be fined for having met it~ obligation to protect 
state waters by building an impoundment facility. If this is lawful 
then a fee can be assessed against any dam owner or operator for 
"the chance" that the dam may break at some future time. If this is 
truly a fee provision then only point source discharges should be 
assessed, and the assessment should be based on what is actually 
being discharged at the present time. 

Summary:HB 388 is not a fee bill, it is a penalty bill and 
it's also an attempt to fund the department's general fund costs by 
the use of a charge determined solely by the department in 
accordance with its' own view of its needs. In its' present form 
it's a "blank check". For these reasons, we respectful t=::quest 
that this bill be given a "DO NOT PASS". ~J J. L. ,A 

Ward A. Shanahan 
33 South Last Chance Gulch 
Helena, Montana 
Tel: (406) 442-8560 
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