
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

February 16, 1987 

The twenty-fourth meeting of the Senate Taxation Committee 
was called to order at 8:00 A.M. on February 16, 1987 
by Chairman George McCallum in Room 325 of the Capitol 
Building. 

ROLL CALL: All committee members were present. 

CONSIDERATION OF SB 307: Senator McCallum said it was a 
tie vote, 4-4, in the Rules Committee concerning his request 
for a determination as to whether the many subjects that 
are contained in this bill fall under the title of the 
bill. He still has some concerns but will give the bill 
a fair hearing. 

Senator Crippen would like to go on record as objecting 
to the manner and form which this bill has been presented 
to this committee. In his opinion this bill is clearly 
in violation of our rules. The bill has a fine generic 
title, but it is 150 pages long and covers many, many sec
tions of law and is clearly in violation of our policy. 
The administraton seems to have adopted a policy of take it 
or leave it. This is a poor attitute to take in light 
of the problems facing this state. 

Senator Neuman responded by stating the subject of tax 
reform is not a very simple one. If you are going to 
do tax reform and make it fair and equitable, you need 
to do that in one package. If you take the package and 
divide it up, it is easy for special groups to take pieces 
of that. This is a reform package to stimulate economic 
development that is equal and fair to everyone. 

Senator Neuman, Senate District 21, presented this bill 
to the committee. His written testimony is attached as 
Exhibit 1. 

PROPONENTS: John LaFaver, Director, Department of 
Revenue, gave testimony in support of this bill. He 
said in an attempt to help the committee look at the 
bill and understand how the various pieces relate to one 
another, we have prepared a notebook which has been pre
sented to the committee. The information from the note
book is attached as Exhibit 2. He reviewed the information 
that is available in the notebook to the; committee. 
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The fiscal note shows a net reduction in revenue of 
nearly $9 million. The main reason the fiscal note 
shows a reduction in revenue in that year is because 
we utilized the Revenue Estimating Advisory Council's 
estimates of the volume of production and the price. 
In his assumption they have not taken into account 
the impact on production and sales with a lower severance 
tax. He believes that by lowering the severance tax 
there will not be a significant impact. Certainly the 
objective is to retain and increase the production of 
coal and he has reason to believe that we will not realize 
that loss of revenue. The package itself, absent that 
debate on coal revenue, is as close to revenue neutral as 
they can calculate. He thanked the Chairman for allowing 
the bill to be heard over a four day period, scheduling 
different components of the bill on separate days. The 
hearing schedule is attached as Exhibit 3. With regard 
to Senator Crippen's comments, certainly all of the legis
lators have been around the legislature long enough to 
know that any bill is not in a take it or leave it position. 
We have made this proposal and w:>rked hard on the preparation 
but certainly present it to you with the understanding that 
you will look at it and analyze it. We will assist and 
work with you in any way possible. 

Senator Brown asked Mr. LaFaver if he disagreed with the 
fiscal note in the net loss of revenue in FY 89 of $9 million. 

John LaFaver said he was simply explaining, from a policy 
standpoint, where the note carne from and the assumptions 
of what production will be. He thinks there is adequate 
reason to think that as we lower the rate of taxation that 
the production will expand. 

Senator Brown asked Mr. LaFaver what he thinks the bottom 
line on the fiscal note should be instead of $9 million in 
the red. 

John LaFaver said he would hope it would be revenue 
neutral. 

Senator Brown said he is concerned by this. We are all 
faced with this budget deficit. This bill is the Governor's 
tax reform package, it arrives late in the session and you 
are saying you hope the $9 million isn't correct, and 
you hope there will be enough revenue generated from coal 
so at least it will be a wash. What kind of leadership 
demonstration is that to solve the state's big fiscal 
problems. 

John LaFaver said the issue of leadership is taking a ~ 
partisan tone. From the leadership standpoint this is the 
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only comprehensive tax reform bill that has been presented 
to the 1987 Legislature. From a fiscal standpoint, the 
numbers in the fiscal note are consistent with the numbers 
the Governor presented in the executive budget. From that 
standpoint, he does not think any case can be made that 
somehow tax reform makes the job of the legislature, in 
balancing out the financial equation, more complex. Cer
tainly from the standpoint of increasing demand for tax 
reform, he would hope that by adopting this the financial 
equation is more readily solved. 

Senator Crippen said you say that you haven't seen 
comprehensive package dealing with tax reform. He 
advise not to look for one particular big package. 

any 
would 

There 
are a number of bills that deal with tax reform. He 
expressed appreciation for the package of information 
furnished to the committee. This bill has been defined 
to meet the criteria of the Montana taxpayer for tax reform. 
He asked Mr. LaFaver if the fiscal note was correct on page 
3, where it states there would be approximately $10 million 
in property tax relief. 

John LaFaver said yes, it is. What we are proposing is 
property tax relief in this package and it amounts to 
$10 million and it is directed at low income property 
tax relief. 

Senator Crippen said you are not directing this at all 
the taxpayers in the state but to a select few. 

John LaFaver said to substantially reduce the amount of 
property tax, the Governor feels the enactment of a sales 
tax would be necessary. That is what he has proposed to 
put to the voters, a 3% sales tax that would substantially 
reduce the amount of property taxes paid. 

FURTHER CONSIDERATION OF SB 307: Senator Neuman, Senate 
District 21, gave testimony in relation to the elimination 
of nuisance taxes and fees. His presentation encompassed 
the section dealing with nuisance taxes in Exhibit 2. 

PROPONENTS: Eric Feaver, Montana Education Association, 
stood in support of this section of the bill dealing with 
nuisance taxes. 

Stuart Doggett, Montana Chamber of Commerce, stood in 
support of this section of the bill dealing with 
nuisance taxes. 

OPPONENTS: None. 
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QUESTIONS FROM THE COMMITTEE: Senator Lybeck asked 
Senator Neuman what is a tramway tax. 

Senator Neuman said that is a ski lift tax. The ski 
dealers are the only ones involved in that. 

Senator Crippen asked Senator Neuman to explain how 
he defined the taxes that fit into this category of 
nuisance taxes. 

Senator Neuman said we categorized these nuisance taxes 
as taxes that actually cost about as much to collect as 
they bring in. These taxes cause a substantial amount 
of complaints and difficulty for the taxpayer. 

FURTHER PROPONENTS: Gary Langley, Executive Director, 
Montana Mining Association, gave testimony in support 
of this area of the bill. The nuisance taxes that would 
be eliminated that he is concerned with are the Micaceous 
Mine License Tax and the Retail Coal Dealer License Tax. 
He supports this proposal because the mining industry 
feel these taxes are a nuisance and the amount of money 
they pay for principal taxes more than makes up for the 
elimination of these nuisance taxes. 

FURTHER QUESTIONS FROM THE COMMITTEE: Senator McCallum 
said with regard to the camper decal fee, this doesn't 
bring in much money but doesn't part of that go to the 
local government. 

John LaFaver said he thinks this is the part that comes 
to the state. There is a part of that amount that stays 
at the local level and we are not repealing that. We are 
repealing the fee that is utilized at the state level. 

Senator McCallum said all of that money will go to the 
county instead of being divided with the state. 

FURTHER CONSIDERATION OF SB 307: Senator Neuman, Senate 
District 21, gave testimony in relation to the revision 
of penalty provisions of this bill. His presentation 
encompassed the section dealing with progressive enforce
ment programs in Exhibit 2. 

PROPONENTS: John LaFaver, Director, Department of Revenue, 
gave testimony in support of this bill. People are 
attempting to comply with Montana law but get hung up in 
the technicalities. We are proposing to change the filing 
date of W-2 forms from February 15 to February 28, which 
is the deadline to file at the federal level. Most people 
assume that is the deadline at the state level. It is 
not fair to have a penalty provision so that someone who 
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is a day or two late gets tagged with the full 10% penalty. 
A minimum penalty of $10, where now there are times that 
we will send out penalty notices and will end up receiving 
$2.50. That does not make sense. Under what we are proposing, 
if anyone had a penalty of less than $10, they would owe 
nothing at all. 

Eric Feaver, Montana Education Association, stood as a 
proponent of this section of the bill. 

OPPONENTS: None. 

QUESTIONS FROM THE COMMITTEE: Senator Hirsch said in 
Mr. LaFaver's statement he indicated we would be replacing 
the lost revenue by changing the alternative minimum tax. 
He does not think that was addressed. 

John LaFaver said he was referring to the nuisance tax 
provisions and not the penalty. The alternative minimum 
tax would generate $2 million per year on the individual 
income tax and about $1.6 million on the corporation income 
tax. Part of that revenue would be used for terminating 
the nuisance fees. In relation to the progressive enforce
ment program, he does not feel that when you look at that 
over the period of the biennium that there will be much 
change in the amount of revenue that is collected. 

Senator Mazurek asked if the penalties for missing the 
tax return and payment deadlines are consistent with 
other states. 

John LaFaver said he could not say what other states use. 

Senator McCallum said in relation to section 59, which 
provides a 10% penalty if a taxpayer understates his taxes 
by one-fourth or more, are you proposing they will be 
estimating state income tax. 

John LaFaver said this has nothing to do with estimating 
tax, it has to do with final tax paid. If an individual 
is audited and it is determined they understated their 
tax by 25%, in that instance they would pay an additional 
10% penalty. 

Senator McCallum asked if Section 60 would be a violation 
of civil rights. 

John LaFaver said it is not a matter of civil rights. Now, 
on state taxes, names of delinquent taxpayers can be 
published and are. The tax information remains confidential, 
but confidentiality is waived to the extend their delinquency 
could be published. 
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Senator Crippen said suppose that taxpayer has a lawsuit 
pending, do you still publish at that point in time. 

John LaFaver said a tax matter under litigation would 
not be what we had in mind. 

Senator Crippen said the bill does not say that and maybe 
an amendment might be in order. With regard to Senator 
McCallum's question concerning the understatement by 25% 
and the 10% penalty, when you do an audit you will be 
auditing the federal tax return. 

John LaFaver said the usual situation would be the feds 
would audit, they would determine the under payment and 
would notify us. That would be the usual. There certainly 
will be times when we will do our own audit and make our 
own determination and charge a penalty. Then we have an 
obligation to notify the feds of our work. It is possible 
that the audit staff could come to the wrong conclusions. 
He has not found that to be the case normally but it 
could happen. 

Senator Crippen said under the current law the penalty 
assessment is 10%. 

Dan Bucks said one of the most frequent instances where 
the penalty is 15% is on withholding tax where there is 
both failure to pay and failure to file. That is a 10% 
penalty for failure to pay and a 5% penalty for failure 
to file the return. 

Senator Crippen said this then would go to a 30% maximum, 
where there now is a 15% maximum. 

Dan Bucks said that is correct. The maximum would be 
where they were knowingly in violation of the law. 

Senator Crippen said the interest is 12%. 

Dan Bucks said this maintains the current policy on 
interest rates, 1% per month for all taxes other than 
income taxes and that is 3/4 of 1% per month. It 
basically follows current law. 

FURTHER CONSIDERATION OF SB 307: Senator Neuman, Senate 
District 21, presented the section dealing with the State 
Tax Appeal Board. He said this allows the State Tax 
Appeal Board to expedite its work by hiring hearings 
examiners as provided on page 144. This will speed up 
the appeal process. 
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PROPONENTS: Bob Raundal, Chairman, State Tax Appeals 
Board, gave testimony in support of this section of the 
bill. He said this is essentially the same thing as 
the bill that was introduced by Senator Crippen. He 
would suggest that the bill be amended on page 144, line 
14, by deleting "transcript" and inserting "tape recording". 

Eric Feaver, Montana Education Association, rose in 
support of this section of the bill. 

OPPONENTS: None. 

QUESTIONS FROM THE COMMITTEE: Senator Crippen said some 
of the provisions in his bill, SB 122, are not included 
in this section of this bill. He asked Mr. Raundal if he 
would want those amended into this bill. 

Bob Raundal said that would be fine. 

FURTHER PROPONENT TO THE NUISANCE TAX SECTION: George 
Allen, Montana Retail Association, gave testimony in 
support of this section of the bill. He is in support 
of repealing the store license tax. In visiting with 
people who administer this tax, they say this tax costs 
as much to administer as they receive in revenue. 

Senator Neuman closed. 

ADJOU&~MENT: The meeting adjourned at 9:35 A.M. 

ah 
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BILL No.S83D1 
Members Of the committeel I am Ted Neumanl Senator 
representing District 21. I Offer for your consideration 

SB 307--a bill to stimulate and encourage the growth Of 

Montana through tax reforml more preciselYI the Tax 
Reform Act Of 1987. Why do we need to reform our tax 

system? Isn't the current system good enough? UnfortunatelYI 

the answer is no. Dr. David Birchl the respected 
economist from MIT often repeats the theme that 
selectivel preferential tax treatments have little effect 
on stimulating economic development. He believes that a 
broad based fair and equitable tax policy does have favorable 

effects. He also points out that highl marginal tax rates for 
both corporations and individuals are a negative signal that 
Montana can ill afford to send in an era where competition for 

investment dollars among the states and nations is at its 
fiercest level. A state must be willing to adapt its tax 
policies to use whatever motivation possible to induce its 

residents to stay and new residents to move in to live and 
invest. A state that is reluctant to preserve and protect 
its current economic base will be left to languish in 
history books while the more progressive states and nations 
race into the 21st century. This bill is a significant 
change in direction. Montana will now limit selective 

preferences and will instead broaden the tax base and show 

equal preference. The Tax Reform Act Of 1987 makes it clear 
that from now on taxpayers with similar incomes will pay 

taxes Of similar amounts. The proposals in this package concern 

that concept Of economic develupment through fairness that 
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moved the federal Congress to adopt a more progressive tax .~ -~ 

policy that makes the UNited States more competetive as a ~I 
nation, SB 307 brings the same concept to the state 
level to allow Montana to become more competetive as a 

state, First, SB 307 lowers the top individual tax from 

11% to 8% for individuals and lowers the corporation license 

tax rate from 6 and 3/4% to 6%, Because SB 307 now applies 

these lower rates to the federal taxable income as found on 

the federal tax form, the tax will be much easier to compute. 

The tax form is reduced from 160 lines to only 8 or 10 lines 

for most individual taxpayers, The new rates will still be 

fully indexed for inflation, Montana check-offS for 

agriculture in MOntana schools and others will remain, and 

a simple minimum tax will be used to ensure fairness, Special 

tax preferences are eliminated so corporation overall tax 

rates fall to 6%, The unitary tax which is often held UP 

as a barrier to economic development is revised to be more 
in line with that Of states like California that lead the 
nation in attracting new investment, The new waters edge 

election proposed in this bill wiil allow those companies with 
multi-state and multi-national holdings to elect between 
world-wide combination or waters edge, whichever is more 

favorable to them, The stigma Of the unitary tax is removed, 

but the fairness Of the unitary system is preserved, In 
addition, the tax preference for tertiary oil production 

is changed to make it more workable, again simplifYing 

calculation and collection Of taxes, Montana's 30% 
coa I tax is reduced i the window Of 'oppo rtun i ty reduct i on to 

20% is preserved and made permanent through a phased in program 
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so that by 1991, a 11 MOntana coa 1 wi 11 be taxed at 20f!LL NO._ S .1$, aoZ-
The argument for a 30% coal tax that can be sustained in 

an expanding high prOfit market needs to be adjusted when 

market conditions change, and this proposal acknowledges the 
change in those market conditions. As I mentioned earlier, 

individual income tax rates are lowered from 11% to 8%, and 
the number Of tax brackets is reduced from 11 to 3. This 

bill will eliminate the unequal treatment Of retirement income. 

I am sure that the committee heard the chorus on Saturday over 

the unequal treatment Of retirement income. SB 307 will tax 

all retirement income that has not been previously taxed, but 

at a lower rate. The personal "exemptions jump from $1060 in 1986 

to $2000 in 1989. The standard deduction also becomes much 
larger at $5000 per household. A new minimum tax will be in 
effect for individuals and corporations. A property tax 

adjustment is made for low income home owners to reflect the 

effects of reappraisal. A $4000 indexed-for-inflation exemption 

is allowed and application for state credit is an automatiC 

application for local tax relief. The elderly homeowner/ 
renter credit is increased to all low income taxpayers, 
regardless Of age. With the interaction Of both federal 
and state tax reform, Montanan individuals at nearly every 
level Of taxation will pay less total tax than they do now. 

Many nusiance taxes are eliminated, and a uniform penalty for 

nonpayment and failure to f1le are enacted. The bill also 
improves the tax appeal process by appointing hearing examiners 

that will speed UP the tax appeal process. 

• Mr. Cha i rman, th i s package that you. have before yOU is the 

result Of the demand for tax reform that has been expressed 

by tIle peop I e Of MOntana and tIle' na t ion. Ref 0 rm Ilas ~een 

,-
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called for by the Economic Development Task Force, Tax 

Reform Conference, Conference on Economic Transition, and 

many other conferences and business groups across this 

state and nation over the last two years. Their themes 
have been essentially the same. They want the tax base broadened I 

and the tax rate lowered. The do not mind paying taxes 

as long as they are fair and equitable. They want economic 
developmenti they want a system that they can understand. 

This bill is the only complete package that provides a 

stable base Of tax. Fairness and equity provides a strong 

base on which a good state government can stand. 

SEHATE TAXAnON .,.~~.~~

EXHIBIT NO. / :.J 
DATE.. s2 - I' -5>7 
BIll NO._ S. B. 302 
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CATEGORIZING AMENDMENTS TO SENATE BILL NO. 307 

Subiect 

1. Repeal Tax Exemption for Judicial 
Retirement Benefits 

2. Repeal Tax Exemption for Sheriff's 
Retirement 

3. Repeal Tax Exemption for Game Wardens 

4. Repeal Tax Exemption for Firefighters 

5. Provision for Only One Penalty for 
Income Tax 

Item Nos. 

4, 7 

5, 8, 9· 

5, 8, 9 

2, 16 

10 

6. Amendment to Clarify Penalty for Corporation Tax 12 . 

7. Amendment to Provide that Interest is Not 
Assessed against Penalties for Corporation 
Tax and Beer Tax 

8. Repeal All the Provisions of the Cement 
Dealers Tax 

9. Amendment to Continue Tax Exemption for 
Rural and Phone Electric Coops 

10. Mobile Horne Property Tax Relief 

llb/90 

11, 13 

1, 15 

3, 5, 
14, 17 

6 

SENATE TAXATION ,," "f 
EXHIBIT NO._ e2. ------
DATL. d. - /0 - 37 
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AMENDMENTS TO SENATE BILL NO. 307 

INTRODUCED COpy 

1. Title: line 11. 
Following: "15-59-203" 
Strike: "," 
Insert: "through" 

2. Title, line 13. 
Following: "19-9-1005," 
Insert: "19-13-1003" 

3. Title: line 13. 
Following: "23-2-715" 
Strike: "35-18-503" 

4. Title, line 19. 
Following: "19-4-706," 
Insert: "19-5-704," 

5. Title, line 19. 
Following: "19-6-705," 
Insert: "19-7-705, 19-8-805, 35-18-503" 

6. Page 8, line 3. 
Following: "first" 
Strike: "$35,000" 
Insert: "$80,000" 

7. Page 66. 
Following: line 7 

" ....... .>-

Insert: "Section 32. Section 19-5-704, MCA, is amended to 
redd: 

19-5-704. Exemption from taxu Aft& legal process. Any mO:ley 
received or to be paid as a member's annuity, state annuity, or return of 
deductions or the right of any of these shall be exempt nee &By Bta~ 
munieiJ38:1 tax and from levy, sale, garnishment, attachment, or any other pro-
cess whatsoever and shall be unassignable except as specifically provided in 
19-5-705. '\ \ " 

8. Page 66, line 8 
Following: "Section" 
Strike: "32" 
Insert: "33" 

9. Page 66. 
Following: line 20 
Insert: "Section 34. Section 19-7-705, MCA, is amended to 

read: 

EXH!BiT 1':0., __ :<._--
DAT ..... E --=~~-........L...J/0w---~f;...:...7 

BILL NO. S.8. .30:; 



/ 19-7-705. Exemption from ta!les aBe legal process. Any mom.)_ 
receive.d or to be paid as a member'~ ~nnuitYI state annuity, or return ~~. 
deductIons or the nght of any of these IS. . < . 1 

(1) exeml3t frem aay state, ee\:lft~, sr Ift\:lftieipal tax exeef)i fel a reft:iBQ ~ : 
~Qie \:laBel 19 T 394(1) of a .me~ber's ssairiblitiefts f)isk.ed LIp by an elftple~~; 
after J\:Iae 30, 1986, as pre"ABee 111 19 7 403:' -~

C 1li2T exempt from levy,sale, garnishment, attachment, or any other process;.,.;:; 
and \~,~.~ 

(2.)-tat unassignable except as specifically provideQ in 19.-7-.706 .. -. ;..... 

Section 35. Section 19-8-805, MCA, is amended to read: 

r 19-8-805. Exemption fro~·:t~8i alla legal process. Any mon/f 
received or to be paid as a member's annuity, state annuity, or return or 
deductions or the right of any of these is: ':~- . .... 

(1) eKempt from any state, cQJmty, or mnnicipal tax except £gr a reFl:!Bi 
iHiiB \:Iftaer 19 8 603 sf the member's contrjbl1tjOl~8 piskee \:If) BY aft empleYff 
~ftel Jlia8 30, 1986, as f)FQuided ia If) S 5g2;;~ 

(I) ~ exempt from levy, sale, garnishment, attachment, or any other process; 
and . . '\\\ .-4,' 

f CZ) f3t_~_~assignable except as specifically_pro~i~e~ in 19-8-806. . L 

Renumber: Subsequent sections. 

10. Page 118, line 18. 
Following: "unpaid." 
Insert: "The department may not assess a penalty for 

failure to pay a tax if it has already assessed against 
the same taxpayer for the same period a penalty for 
failure to file a return." 

11. Page 121, line 22. 
Following: "tax" 
Strike: "and penalty" 

12. Page 122, line 1. 
~ollowing: "required" 
Strike: "to pay the minimum license tax for the privilege 

of doing business in this state shall be required to pay 
a minimum penalty of $10 for its failure to file the 
return required by this chapter, or pay the minimum $10 
fee on the date specified in this chapter.: 

Insert: "by this chapter to pay the minimum license tax for 
the privilege of doing business in this state, and which 
fails to do so on the date required or fails to file the 
return required by this chapter shall be assessed a 
penalty of not less than $10. 

13. Page 131, line 17. 
Following: "tax" 
Strike: "and the penalties added thereto" 

14. Page 141. 
Following: Line 16 
Insert: "Section 82. Section 35-18-503, MCA, is amended to 

SENATE TAXATION 
EXHIBIT NO_. ---,e2lOi11o..., __ _ 

DATE.. s2 - 16 - !?Z 



read: 

f 
35-18-503. (Effective Januaryi, 1987) Annual fee to department of 

revenue - exemption from other taxes. Cooperatives and foreign corpo
! rations transacting business in this state pursuant to the provisions of this 

• ~ chapter saall pay ftftflyally 91l Qr before July 1, tQ the Qipat:tmiRt of rQl[eml8 

" 

a- £eQ of $10 fer aaea 109. perilolui or fraet-ieBs 'Rlilfiof to whom electr:iGity or 
telephone service is 5uppJied withill tRi ilta'a BY'. except as provided in 

• ~ 10-4-201, shall be exempt from all other excise and income taxes of whatso
, ~ ever kind or nature. 

Renumber: subsequent sections. 

15. Page 147, line 22. 
Strike: " , " 
Insert: "through" 

16. Page 148, line 5. 
Following: "MeA," 
Strike: "is" 
Insert: "and 19-13-1003 are" 

17. Page 148, lines 8 and 9. 
Strike: Section 115 in its entirety. 
Renumber: subsequent sections. 

18. Page 148, line 64. 
Following: "Repealer." 
Strike: "Section" 
Insert: "Sections" 

ilb/90 
amendsb307 

".. 
I 
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l 
p

e
n

a
lt

ie
s
 

fo
r 

m
is

s
in

g
 

ta
x

 
re

tu
rn

 
a
n

d
 

p
a
y

m
e
n

t 
d

e
a
d

li
n

e
s
 
w

il
l 

b
e
 

re
d

u
c
e
d

 
to

 
5%

. 
A

 
5%

 
p

e
n

a
lt

y
 

w
il

l 
b

e
 

a
d

d
e
d

 
fo

r 
e
a
c
h

 
m

o
n

th
 

th
e
 

p
ro

b
le

m
 
c
o

n
ti

n
u

e
s
 
u

n
ti

l 
th

e
 

p
e
n

a
lt

y
 

re
a
c
h

e
s
 

3
0

%
. 

T
h

o
se

 
w

ho
 

a
re

 
d

e
li

n
q

u
e
n

t 
in

 
f
il

in
g

 
re

tu
rn

s
 
o

r 
p

a
y

in
g

 
ta

x
e
s
 

lo
n

g
e
r 

th
a
n

 
1

2
 

m
o

n
th

s 
m

ay
 

h
a
v

e
 
th

e
ir

 
n

am
es

 
p

u
b

li
s
h

e
d

. 

T
h

o
se

 
w

h
o

 
u

n
d

e
rs

ta
te

 
ta

x
e
s
 

b
y

 
o

n
e
-f

o
u

rt
h

 
o

r 
m

o
re

 
w

il
l 

b
e
 

s
u

b
je

c
t 

to
 

a 
10

%
 

p
e
n

a
lt

y
. 

T
h

e 
r
e
s
u

lt
 
w

il
l 

b
e
 

re
d

u
c
e
d

 
p

e
n

a
lt

ie
s
 

fo
r 

m
in

o
r 

v
io

la
ti

o
n

s
, 

b
u

t 
s
t
i
f
f
 
m
e
a
s
u
r
~
s
 

th
o

s
e
 

w
ho

 
p

e
r
s
is

t 
in

 
n

o
t 

p
a
y

in
g

 
a 

f
a
ir

 
s
h

a
re

 
o

f 
th

e
 
c
o

s
t 

o
f 

p
u

b
li

c
 

s
e
rv

ic
e
s
. 

to
r
 

ta
x

 
c
o

m
p

li
a
n

c
e
 
w

il
l 

im
p

ro
v

e
 

th
e
 

fa
ir

n
e
s
s
 

o
f 

th
e
 

ta
x

 
s
y

s
te

m
. 

fo
r 

B
e
t-
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t-J
EE

D
 

F
O

R
 

T
H

E
 

C
H

A
N

G
E

 

PR
O

PO
SA

L
 

C
i 

n
. 

en
 

::c
. 

~
<
 

r"
T1

 
-1

 
:.a

:: 
:z

 
to

 
;1

>
 

==
i 

-
f
 

r"
T1

 
Z

 
-
f
 

0 
:x

> 
>

C
 

;1
>

 

:::
! 

C
)
 

[ 
L~
 

z 

I 
-
(
 

C
O

R
PO

R
A

T
IO

N
 

T
A

X
 

R
E

FO
R

M
 

M
o

n
ta

n
a
's

 
c
o

rp
o

ra
ti

o
n

 
ta

x
 
ra

te
 
is

 
h

ig
h

e
r 

th
a
n

 
i
t
 

n
e
e
d

s 
to

 
b

e
 

b
e
c
a
u

se
 
o

f 
a)

 
a 

s
p

e
c


ia
l 

d
e
d

u
c
ti

o
n

 
fo

r 
so

m
e 

d
iv

id
e
n

d
s
, 

an
d

 
b

) 
lo

s
s
 

c
a
rr

y
o

v
e
rs

 
th

a
t 

c
o

n
fl

ic
t 

w
it

h
 

th
e
 

s
e
rv

ic
e
 
re

s
p

o
n

s
ib

il
it

ie
s
 
o

f 
s
ta

te
 

an
d

 
lo

c
a
l 

g
o

v
e
rn

m
e
n

ts
. 

A
t 

th
e
 
f
c
~
e
r
a
l
 

le
v

e
l 

p
a
rt

 
o

r 
a
ll

 
o

f 
c
e
rt

a
in

 
d

iv
id

e
n

d
s 

(S
e
c
ti

o
n

 
2

4
3

, 
.2

4
4

, 
a
n

d
 

2
4

5
 

d
iv

id
e
n

d
s)

 
a
re

 
e
x

c
lu

d
e
d

 
to

 
li

m
it

 
o

r 
a
v

o
id

 
ta

x
in

g
 

th
e
 

d
iv

id
e
n

d
s 

tw
ic

e
. 

T
h

e 
d

e
d

u
c


ti
o

n
s
 

a
re

 
u

n
n

e
c
e
ss

a
ry

 
a
t 

th
e
 
s
ta

te
 

le
v

e
l 

b
e
c
a
u

se
 

m
o

st
 

o
f 

th
is

 
d

iv
id

e
n

d
 

in
co

m
e 

e
sc

a
p

e
s 

ta
x

a
ti

o
n

 
e
n

ti
re

ly
 

a
n

d
 
is

 
n

o
t 

in
 

d
a
n

g
e
r 

o
f 

d
o

u
b

le
 

ta
x

a
ti

o
n

. 

In
 
fi

s
c
a
l 

y
e
a
r 

1
9

8
6

, 
$

6
.3

 
m

il
li

o
n

 
in

 
s
ta

te
 

re
v

e
n

u
e
 

w
as

 
lo

s
t 

b
y

 
fa

il
in

g
 

to
 

ta
x

 
th

e
s
e
 

d
iv

id
e
n

d
s
. 

N
e
a
rl

y
 

$
5

.5
 

m
il

li
o

n
 

o
r 

a
b

o
u

t 
87

%
 

-
-

o
f 

th
is

 
ta

x
 
b

re
a
k

 
w

e
n

t 
to

 
1

2
 

m
u

lt
is

ta
te

 
o

r 
m

u
lt

in
a
ti

o
n

a
l 

c
o

m
p

a
n

ie
s.

 
T

h
e 

v
a
s
t 

m
a
jo

ri
ty

 
o

f 
c
o

rp
o

ra
ti

o
n

s
 

re
c
e
iv

e
 

n
o

 
b

e
n

e
fi

t 
fr

o
m

 
th

is
 

ta
x

 
b

re
a
k

. 

C
o

rp
o

ra
te

 
lo

s
s
e
s
 

c
a
n

 
no

w
 

b
e
 
c
a
rr

ie
d

 
b

a
c
k

 
3 

y
e
a
rs

 
a
n

d
 

fo
rw

a
rd

 
7 

y
e
a
rs

. 
S

u
ch

 
li

b
e
r
a
l 

lo
s
s
 

c
a
rr

y
o

v
e
rs

 
c
a
n

 
b

e 
a
ll

o
w

e
d

 
a
t 

th
e
 

fe
d

e
ra

l 
le

v
e
l 

w
h

e
re

 
th

e
re

 
is

 
n

o
 

re
q

u
ir

e
m

e
n

t 
to

 
b

a
la

n
c
e
 

b
u

d
g

e
ts

 
e
a
c
h

 
y

e
a
r.

 
A

t 
th

e
. 
s
ta

te
 

an
d

 
lo

c
a
l 

le
v

e
l,

 
w

h
e
re

 
b

u
d

g
e
ts

 
m

u
st

 
b

e
 

b
a
la

n
c
e
d

, 
lo

s
s
 

c
a
rr

y
o

v
e
rs

 
c
a
n

 
d

is
ru

p
t 

th
e
 

n
o

rm
a
l 

p
ro

v
is

io
n

 
o

f 
p

u
b

li
c
 

s
e
rv

ic
e
s
. 

T
h

e 
p

ro
b

le
m

 
is

 
e
s
p

e
c
ia

ll
y

 
se

v
e
re

 
fo

r 
lo

c
a
l 

g
o

v
e
rn

m
e
n

ts
 

p
a
y

in
g

 
80

%
 

o
f 

th
e
 

ta
x

 
re

fu
n

d
s
 

c
a
u

se
d

 
b

y
 

lo
s
s
 

c
a
rr

y
b

a
c
k

s 
o

f 
b

a
n

k
s.

 

A
ll

 
d

iv
id

e
n

d
s 

w
il

l 
h

e 
ta

x
e
d

 
o

n
c
e
, 

b
u

t 
lo

o
p

h
o

le
 
w

il
l 

b
e 

c
lo

s
e
d

, 
a
n

d
 

a 
d

iv
id

e
n

d
 

ta
x

a
ti

o
n

 
in

 
th

e
 

li
m

it
e
d

 
n

u
m

b
er

 
o

f 
M

o
n

ta
n

a 
c
o

rp
o

ra
te

 
ta

x
p

a
y

e
r 

to
 
a
n

o
th

e
r.

 

o
n

ly
 

o
n

c
e
. 

T
h

e 
"
S

e
c
ti

o
n

 
2

4
3

, 
2

4
4

, 
a
n

d
 

2
4

5
" 

c
re

d
it

 
w

il
l 

b
e
 

a
ll

o
w

e
d

 
t
o

. 
p

re
v

e
n

t 
d

o
u

b
le

 
c
a
s
e
s
 

w
h

e
re

 
d

iv
id

e
n

d
s
 

a
re

 
fl

o
w

in
g

 
fr

o
m

 
o

n
e
 

C
o

rp
o

ra
ti

o
n

s 
w

il
l 

b
e 

a
b

le
 

to
 
c
a
rr

y
 

lo
s
s
e
s
 

fo
rw

a
rd

 
th

re
e
 
y

e
a
rs

. 

T
h

e 
re

v
e
n

u
e
 

g
a
in

e
d

 
fr

o
m

 
th

e
s
e
 

tw
o

 
it

e
m

s 
w

il
l 

n
o

t 
b

e
 

s
p

e
n

t 
b

y
 

g
o

v
e
rn

m
e
n

t,
 

b
u

t 
w

il
l 

b
e
 

u
se

d
 

to
 

lo
w

e
r 

th
e
 

c
o

rp
o

ra
te

 
ta

x
 
ra

te
 

fr
o

m
 

6
.7

5
%

 
to

 
6%

. 

A
n 

a
lt

e
rn

a
ti

v
e
 

m
in

im
um

 
ta

x
 
w

il
l 

fu
rt

h
e
r 

im
p

ro
v

e
 

th
e
 

e
q

u
it

y
 
o

f 
th

e
 

c
o

rp
o

ra
ti

o
n

 
ta

x
 

a
n

d
 

w
il

l 
h

e
lp

 
fi

n
a
n

c
e
 
o

il
 

p
ro

d
u

c
ti

o
n

 
an

d
 

v
e
n

tu
re

 
c
a
p

it
a
l 

in
c
e
n

ti
v

e
s
 

a
n

d
 

th
e
 
e
li

m
i

n
a
ti

o
n

 
o

f 
n

u
is

a
n

c
e
 

ta
x

C
f.

 

T
h

e 
re

s
u

lt
 
w

il
l 

b
e 

a 
m

o
re

 
e
q

u
it

a
b

le
 

c
o

rp
o

ra
ti

o
n

 
ta

x
 
b

a
s
e
, 

le
s
s
 
d

is
ru

p
ti

o
n

 
o

f 
s
ta

te
 

an
d

 
lo

c
a
l 

b
u

d
g

e
ts

, 
an

d
 

a 
m

o
re

 
fa

v
o

ra
b

le
 

c
li

m
a
te

 
fo

r 
c
o

rp
o

ra
te

 
in

v
e
st

m
e
n

t 
th

ro
u

g
h

 
th

e
 

re
d

u
c
ti

o
n

 
in

 
ta

x
 

ra
te

s
. 

, 
( 
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H
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H
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N
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PR
O

PO
SA
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i)
 

I 
~-

I~
 

f~ t'",
j 
~
 -- r 

/' "-
, 

,:n
 

rr
t 

-'
" :P
: 

-
t
 

m
 

-
i
 

~
 

:>
 

-
1

 
B

 
~
 ; : ...
. .. ". 

, 
t 

U
N

IT
A

R
Y

 

N
e
g

a
ti

v
e
 

p
e
rc

e
p

ti
o

n
s
 

a
s
s
o

c
ia

te
d

 
w

it
h

 
w

o
rl

d
w

id
e
 
u

n
it

a
ry

 
n

e
e
d

 
to

 
b

e
 

re
d

u
c
e
d

 
w

h
il

e
 

re
ta

in
in

g
 

th
e
 

fu
n

d
a
m

e
n

ta
l 

ta
x

 
fa

ir
n

e
s
s
 

a
c
h

ie
v

e
d

 
th

ro
u

g
h

 
u

n
it

a
ry

. 

In
 

1
9

8
2

, 
th

e
 

U
.S

. 
S

u
p

re
m

e 
C

o
u

rt
 

d
e
c
la

re
d

 
th

e
 

w
o

rl
d

w
id

e
 

u
n

it
a
ry

 
m

e
th

o
d

 
"
f
a
ir

 
a
n

d
 

p
ro

p
e
r.

"
 

A
ft

e
r 

lo
s
in

g
 

in
 
c
o

u
rt

, 
so

m
e 

m
u

lt
in

a
ti

o
n

a
ls

 
c
a
m

p
a
ig

n
e
d

 
fo

r 
re

m
o

v
in

g
 
w

o
rl

d


w
id

e
 

u
n

it
a
ry

 
fr

o
m

 
s
ta

te
 

la
w

s.
 

T
h

e 
c
a
m

p
a
ig

n
 

in
c
lu

d
e
d

 
c
re

a
ti

n
g

 
a 

n
e
g

a
ti

v
e
 

im
a
g

e
 

o
f 

s
ta

te
s
 

u
si

n
g

 
th

is
 

m
e
th

o
d

, 
w

it
h

 
th

e
 

th
re

a
t 

th
a
t 

la
rg

e
 
c
o

rp
o

ra
ti

o
n

s
 

w
o

u
ld

 
n

o
t 

in
v

e
s
t 

in
 

th
o

s
e
 

s
ta

te
s
. 

W
o

rl
d

w
id

e
 

u
n

it
a
ry

, 
th

o
u

g
h

, 
in

s
u

re
s
 

e
q

u
a
l 

ta
x

a
ti

o
n

 
o

f 
c
o

rp
o

ra
ti

o
n

s
 

la
rg

e
 

a
n

d
 

s
m

a
ll

, 
an

d
 

p
ro

te
c
ts

 
sm

a
ll

 
b

u
s
in

e
s
s
e
s
 

fr
o

m
 
u

n
fa

ir
 

c
o

m
p

e
ti

ti
o

n
 '

a
n

d
 
ta

x
a
ti

o
n

. 
F

u
rt

h
e
r,

 
so

m
e 

a
lt

e
rn

a
ti

v
e
s
 

to
 

w
o

rl
d

w
id

e
 

c
re

a
te

 
p

e
rv

e
rs

e
 

in
c
e
n

ti
v

e
s
 

fo
r 

c
o

rp
o

ra
ti

o
n

s
, 

o
n

c
e
 

h
e
re

, 
e
it

h
e
r 

to
 
s
h

if
t 

jo
b

s 
o

r 
h

id
e
 

in
c
o

m
e
 

o
v

e
rs

e
a
s
. 

C
h

a
n

g
e
s 

in
 
u

n
it

a
ry

 
n

e
e
d

 
to

 
b

e
 

m
ad

e 
c
a
re

fu
ll

y
 
to

 
d

e
a
l 

w
it

h
 

th
e
 

p
ro

b
le

m
s 

o
f 

p
e
rc

e
p


ti

o
n

, 
w

it
h

o
u

t 
s
a
c
ri

fi
c
in

g
 

th
e
 
p

o
s
it

iv
e
 
r
e
s
u

lt
s
 

a
c
h

ie
v

e
d

 
th

ro
u

g
h

 
w

o
rl

d
w

id
e
 
u

n
it

a
ry

. 

M
o

n
ta

n
a
 

c
a
n

 
re

m
o

v
e 

it
s
e
lf

, 
a
s 

C
a
li

fo
rn

ia
 
h

a
s
, 

fr
o

m
 

th
e
 
l
i
s
t
 
o

f 
w

o
rl

d
w

id
e
 
u

n
it

a
ry

 
s
ta

te
s
, 

b
u

t 
p

re
v

e
n

t 
s
h

if
ti

n
g

 
s
e
v

e
ra

l 
m

il
li

o
n

 
d

o
ll

a
rs

 
in

 
ta

x
e
s
 

to
 

s
m

a
ll

 
b

u
s
in

e
s
s
e
s
 

b
y

: 

1
) 

A
ll

o
w

in
g

 
c
o

rp
o

ra
ti

o
n

s
 

to
 

c
h

o
o

se
 

a 
"
w

a
te

r'
s
 

e
d

g
e
" 

m
e
th

o
d

 
o

f 
a
c
c
o

u
n

ti
n

g
 

b
y

 
p

a
y

in
g

 
a
n

 
e
le

c
ti

o
n

 
fe

e
 

an
d

 
a
g

re
e
in

g
 

to
 
g

u
id

e
li

n
e
s
 
th

a
t 

p
re

v
e
n

t 
ta

x
 

e
v

a
s
io

n
. 

2)
 

P
ro

v
id

in
g

 
an

 
in

c
e
n

ti
v

e
 

fo
r 

c
o

rp
o

ra
ti

o
n

s
 

to
 
in

v
e
s
t 

in
 

M
o

n
ta

n
a
 

th
ro

u
g

h
 

a 
"b

u
y

 
d

o
w

n
" 

o
f 

th
e
 
e
le

c
ti

o
n

 
fe

e
, 

a
n

d
 

3
) 

A
d

o
p

ti
n

g
 

th
e
 

"
H

a
ll

ig
a
n

 
A

m
en

d
m

en
t"

 
e
x

c
lu

d
in

g
 

fo
re

ig
n

 
p

a
re

n
ts

 
fr

o
m

 
u

n
it

a
ry

. 

T
h

e 
e
le

c
ti

o
n

 
fe

e
 

p
re

v
e
n

ts
 

a 
re

v
e
n

u
e
 

lo
s
s
 

a
n

d
 

a 
s
h

if
t 

o
f 

ta
x

a
ti

o
n

 
to

 
o

th
e
r 

ta
x

p
a
y

e
rs

. 
T

h
ro

u
g

h
 

th
e
 

"b
u

y
 

dm
-m

" 
fe

a
tu

re
 

la
rg

e
 
c
o

rp
o

ra
ti

o
n

s
 

c
a
n

 
re

d
u

c
e
 
th

e
ir

 
ta

x
e
s
 
i
f
 

th
e
y

 
in

v
e
s
t 

c
a
p

it
a
l 

o
r 

c
re

a
te

 
jo

b
s 

in
 

M
o

n
ta

n
a
. 

T
h

e 
w

a
te

r'
s
 

ed
g

e 
o

p
ti

o
n

 
in

 
S

B
3

0
7

 
is

 
d

e
fi

n
e
d

 
to

 
m

in
im

iz
e
 

th
e
 
s
h

if
ti

n
g

 
o

f 
jo

b
s
 

a
n

d
 

in
v

e
s
tm

e
n

ts
 

o
r 

th
e
 

h
id

in
g

 
o

f 
in

co
m

e 
o

u
ts

id
e
 

M
o

n
ta

n
a 

a
n

d
 

th
e
 

U
.S

. 

T
h

e 
H

a
ll

ig
a
n

 
A

ro
en

dJ
T

Ic
nt

 
r
a
ti

f
ie

s
 

th
e
 
d

is
ti

n
c
ti

o
n

 
m

ad
e 

b
y

 
th

e
 

U
.s

. 
S

u
p

re
m

e 
C

o
u

rt
 

in
 

C
o

n
ta

in
e
r,

 
th

e
 

la
n

d
m

a
rk

 
u

n
it

a
ry

 
ta

x
 

c
a
s
e
: 

T
h

e 
m

e
th

o
d

 
is

 
f
a
ir

 
a
n

d
 

p
ro

p
e
r 

fo
r 

U
.S

. 
c
o

rp
o

ra
ti

o
n

s
, 

b
u

t 
fo

re
ig

n
 

p
a
re

n
ts

 
m

ay
 

b
e
 

b
e
y

o
n

d
 

a 
s
ta

te
's

 
ju

ri
s
d

ic
ti

o
n

 
b

e
c
a
u

se
 

o
f 

th
e
 

fo
re

ig
n

 
co

m
m

er
ce

 
c
la

u
s
e
. 
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V
E

N
T

U
R

E
 

C
A

P
IT

A
L

 

M
o

n
ta

n
a
's

 
c
a
p

it
a
l 

c
o

m
p

a
n

y
's

 
c
re

d
it

 
h

a
s 

b
e
e
n

 
s
u

c
c
e
s
s
fu

l 
in

 
c
re

a
ti

n
g

 
a 

c
o

re
 

g
ro

u
p

 
o

f 
sm

a
ll

 
v

e
n

tu
re

 
c
a
p

it
a
l 

c
o

m
p

a
n

ie
s 

d
e
d

ic
a
te

d
 

to
 

fi
n

a
n

c
in

g
 

n
ew

 
e
n

te
rp

ri
s
e
s
 

in
 

M
o

n
ta

n
a
. 

T
h

e 
p

o
o

l 
o

f 
v

e
n

tu
re

 
c
a
p

it
a
l 

re
m

a
in

s 
to

o
 

sm
a
ll

 
in

 
re

la
ti

o
n

 
to

 
th

e
 

d
em

an
d

 
fo

r 
th

is
 

k
e
y

 
ty

p
e
 

o
f 

fi
n

a
n

c
in

g
. 

T
h

e 
p

o
o

l 
o

f 
M

o
n

ta
n

a 
v

e
n

tu
re

 
c
a
p

it
a
l 

w
il

l 
b

e
 

e
x

p
a
n

d
e
d

 
th

ro
u

g
h

 
th

e
s
e
 

c
h

a
n

g
e
s 

in
 

th
e
 

c
a
p

it
a
l 

co
m

p
an

y
 
c
re

d
it

: 

1
) 

T
h

e 
c
re

d
it

 w
il

l 
in

c
re

a
s
e
 

fr
o

m
 

25
%

 
to

 
50

%
 

o
f 

a 
ta

x
p

a
y

e
r'

s
 

in
v

e
s
tm

e
n

t,
 

a
n

d
 

th
e
 

m
ax

im
um

 
am

o
u

n
t 

o
f 

c
re

d
it

 w
il

l 
a
ls

o
 

d
o

u
b

le
 

fr
o

m
 

$
2

5
,0

0
0

 
to

 
$

5
0

,0
0

0
. 

2)
 

A
n 

a
d

d
it

io
n

a
l 

$3
 
m

il
li

o
n

 
in

 
ta

x
 
c
re

d
it

s
 
w

il
l 

b
e
 

a
u

th
o

ri
z
e
d

 
fo

r 
th

e
 

8
9

 
b

ie
n

n
i

um
, 

an
d

 
u

n
u

se
d

 
c
re

d
it

s
 

fr
o

m
 

th
e
 
la

s
t 

b
ie

n
n

iu
m

 w
il

l 
b

e
 

m
ad

e 
a
v

a
il

a
b

le
 

fo
r 

u
s
e
. 

3)
 

T
h

e 
am

o
u

n
t 

o
f 

ta
x

 
c
re

d
it

s
 

a
u

th
o

ri
z
e
d

 
fo

r 
a 

s
in

g
le

 
co

m
p

an
y

 
w

il
l 

b
e
 

b
e
 

in
c
re

a
s
e
d

 
fo

u
rf

o
ld

 
to

 
$

1
,5

0
0

,0
0

0
. 

T
h

e 
c
o

s
t 

o
f 

th
is

 
e
x

p
a
n

d
e
d

 
c
re

d
it

 
is

 
fi

n
a
n

c
e
d

 
b

y
 

th
e
 

p
ro

p
o

se
d

 
a
lt

e
rn

a
ti

v
e
 

m
in

im
u

m
 

ta
x

e
s
. 

W
it

h
 

th
is

 
e
x

p
a
n

d
e
d

 
c
r
e
d

it
, 

M
o

n
ta

n
a 

c
a
p

it
a
l 

c
o

m
p

a
n

ie
s 

w
il

l 
re

m
a
in

 
re

s
p

o
n

s
ib

le
 

fo
r 

fo
c
u

si
n

g
 
th

e
ir

 
in

v
e
st

m
e
n

ts
 

o
n

 
n

ew
 

M
o

n
ta

n
a 

e
n

te
rp

ri
s
e
s
. 

, 
« 
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T
A

X
A

T
IO

N
 

O
F 

O
IL

 A
N

D
 

C
O

A
L

 
R

E
SO

U
R

C
E

S 

L
ow

 
e
n

e
rg

y
 
p

ri
c
e
s
 

m
ak

e 
i
t
 
n

e
c
e
s
s
a
ry

 
to

 
re

e
v

a
lu

a
te

 
p

o
rt

io
n

s
 

o
f 

M
o

n
ta

n
a
's

 
o

il
 

a
n

d
 

c
o

a
l 

tu
x

e
s
. 

S
om

e 
s
tr

ip
p

e
r 

\"
0

l1
s 

-
-

th
o

s
e
 

w
it

h
 

a
v

e
ra

g
e
 

p
ro

d
u

c
ti

o
n

 
o

f 
1

0
 
b

a
rr

e
ls

 
a 

d
a
y

 
o

r 
le

s
s
 
-


m
ay

 
b

e
 

a
b

a
n

d
o

n
e
d

 
w

h
en

 
p

ri
c
e
s
 

a
re

 
lo

w
, 

re
s
u

lt
in

g
 

in
 

a 
p

e
rm

a
n

e
n

t 
lo

s
s
 

Q
f 

o
il

 
r
e
s
o
u
~
c


e
s
. 

M
O

ll
ta

n
a
's

 
c
o

a
l 

ta
x

 
ra

te
 

c
a
n

n
o

t 
b

e
 

s
u

s
ta

in
e
d

 
a
t 

30
%

 
in

 
a 

s
o

f
t 

c
o

a
l 

m
a
rk

e
t.

 
A

d
ju

s
t

m
e
n

t 
o

f 
th

e
 

ra
te

 
is

 
n

e
e
d

e
d

 
p

ri
o

r 
to

 
th

e
 

ti
m

e
 
th

a
t 

m
a
jo

r,
 

lo
n

g
-t

e
rm

 
c
o

a
l 

c
o

n
tr

a
c
ts

 
a
re

 
re

n
e
g

o
ti

a
te

d
 

in
 

th
e
 
e
a
rl

y
 

1
9

9
0

's
. 

T
h

e 
te

r
ti

a
r
y

 
ta

x
 

in
c
e
n

ti
v

e
 

e
n

u
c
te

d
 

in
 

th
e
 

1
9

8
5

 
n

e
e
d

s 
re

v
is

io
n

 
to

 
b

e
 

a 
w

o
rk

a
b

le
 

in
c
e
n

ti
v

e
 

fo
r 

e
n

h
a
n

c
e
d

 
o

il
 

p
ro

d
u

c
ti

o
n

. 
T

h
e 

1
9

8
5

 
la

w
 
c
a
n

n
o

t 
w

o
rk

 
b

e
c
a
u

se
 

th
e
re

 
is

 
n

o
 

re
li

a
b

le
 
m
~
t
h
o
d
 

fo
r 

c
a
lc

u
la

ti
n

g
 

th
e
 

in
c
re

m
e
n

ta
l 

p
ro

d
u

c
ti

o
n

 
th

a
t 

w
o

u
ld

 
re

c
e
iv

e
 

a 
ta

x
 

re
d

u
c
ti

o
n

 
u

n
d

e
r 

th
a
t 

la
w

. 

N
ew

 
c
o

a
l 

s
o

ld
 

u
n

d
e
r 

th
e
 

"w
in

d
o

w
 
o

f 
o

p
p

o
rt

u
n

it
y

"
 

p
ro

g
ra

m
 
w

il
l 

c
o

n
ti

n
u

e
 

to
 

b
e
 

ta
x

e
d

 
a
t 

20
%

. 
T

h
e 

ta
x

 
r
a
te

 
o

n
 
a
ll

 
o

th
e
r 

c
o

a
l 

w
il

l 
b

e
 

p
h

a
se

d
 

d
o

w
n

 
to

 
25

%
 

o
n

 
J
u

ly
 

1
, 

1
9

8
8

, 
a
n

d
 

to
 

20
%

 
o

n
 

J
u

ly
 

1
, 

1
9

9
0

. 
T

h
is

 
p

h
a
se

d
 

re
d

u
c
ti

o
n

 
o

f 
ra

te
s
 
w

il
l 

p
la

c
e
 

M
o

n
ta

n
a
 

c
o

a
l 

in
 

a 
b

e
tt

e
r 

c
o

m
p

e
ti

ti
v

e
 
p

o
s
it

io
n

 
a
t 

th
e
 

ti
m

e
 
c
o

n
tr

a
c
ts

 
a
re

 
re

n
e
g

o
ti

a
te

d
. 

A
t 

th
e
 

sa
m

e 
ti

m
e
, 

th
e
 

re
d

u
c
ti

o
n

 
in

 
ra

te
s
 
w

il
l 

o
c
c
u

r 
a
t 

a 
le

v
e
l 

a
n

d
 

to
 

a 
d

e
g

re
e
 

th
a
t 

is
 

b
a
la

n
c
e
d

 
w

it
h

 
th

e
 

re
v

e
n

u
e
 

n
e
e
d

s 
o

f 
M

o
n

ta
n

a
 

g
o

v
e
rn

m
e
n

t.
 

T
h

e 
o

il
 

se
v

e
ra

n
c
e
 

ta
x

 
o

n
 
s
tr

ip
p

e
r
 
w

e
ll

s
 
w

il
l 

b
e
 

re
d

u
c
e
d

 
to

 
3%

 
w

h
en

 
o

il
 
p

ri
c
e
s
 

a
re

 
b

e
lo

w
 

$
2

0
 

a 
b

a
rr

e
l.

 
R

e
la

ti
n

g
 

th
e
 

ta
x

 
re

d
u

c
ti

o
n

 
to

 
o

il
 
p

ri
c
e
s
 
ta

il
o

r
s
 

th
e
 

ta
x

 
b

re
a
k

 
to

 
c
ir

c
u

m
st

a
n

c
('

s 
w

h
en

 
s
tr

ip
p

e
r
 
p

ro
d

u
c
ti

o
n

 
n

e
e
d

s 
a
s
s
is

ta
n

c
e
 

T
h

e 
ta

x
 

o
n

 
a
ll

 
o

il
 

p
ro

d
u

c
ti

o
n

 
fr

o
m

 
te

r
ti

a
r
y

 
p

ro
je

c
ts

 
w

il
l 

b
e
 

re
d

u
c
e
d

 
to

 
4%

 
w

h
en

 
p

ri
c
e
s
 

a
rc

 
be

]r
lW

 
$

4
0

. 
T

h
e 

in
c
e
n

ti
v

e
 
w

il
l 

b
ec

o
m

e 
w

o
rk

a
b

le
, 

a
n

d
 

th
e
 
s
ta

te
's

 
ta

x
 
w

il
l 

re
c
o

g
n

iz
e
 

th
e
 

;l
d

d
ed

 
c
o

s
ts

 
o

f 
in

v
e
s
ti

n
g

 
in

 
te

r
ti

a
r
y

 
p

ro
d

u
c
ti

o
n

. 
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IN
C

O
M

E 
TA

X
 

R
EF

O
R

M
 

T
h

e
re

 
a
re

 
th

re
e
 

m
a
jo

r 
p

ro
b

le
m

s 
w

it
h

 
M

o
n

ta
n

a
's

 
in

co
m

e 
ta

x
: 

1 
) 

T
h

e 
to

p
 

ta
x

 
ra

te
 

o
f 

11
%

 
is

 
to

o
 

h
ig

h
. 

in
q

 
th

e
 

tr
u

e
 

to
p

 
ra

te
. 

I
t
 
d

e
te

rs
 
e
n

tr
e
p

re
n

e
u

rs
, 

w
h

il
e
 
o

v
e
rs

ta
t-

2)
 

T
h

e 
ta

x
 
is

 
u

n
fa

ir
. 

S
om

e 
p

e
o

p
le

 
w

it
h

 
h

ig
h

 
in

c
o

m
e
s 

p
a
y

 
h

ig
h

 
ta

x
e
s
; 

o
th

e
rs

 
p

a
y

 
lo

w
 

ta
x

e
s
. 

U
n

ju
s
ti

fi
e
d

 
ta

x
 

d
if

fe
re

n
c
e
s
 

a
ls

o
 
e
x

is
t 

a
t 

lo
w

e
r 

in
co

m
e 

le
v

e
ls

. 
F

e
d

e
ra

l 
ta

x
 

re
fo

rm
 
w

il
l 

h
e
lp

, 
b

u
t 

w
il

l 
n

o
t 

c
o

m
p

le
te

ly
 

e
li

m
in

a
te

 
th

e
 

in
e
q

u
i

ti
e
s
. 

3)
 

T
h

e 
ta

x
 
is

 
to

o
 

c
o

m
p

li
c
a
te

d
, 

w
it

h
 

to
o

 
m

an
y

 
p

a
g

e
s 

o
f 

fo
rm

s.
 

F
e
d

e
ra

l 
ta

x
a
b

le
 

in
co

m
e 

w
o

u
ld

 
b

ec
o

m
e 

th
e
 

b
a
se

 
o

f 
th

e
 
s
ta

te
 

in
co

m
e 

ta
x

, 
a
n

d
 

th
e
 

c
u

r
re

n
t 

te
n

 
ta

x
 
b

ra
c
k

e
ts

 
th

a
t 

g
o

 
u

p
 
to

 
11

%
 

w
o

u
ld

 
b

e
 

re
p

la
c
e
d

 
b

y
 

a 
s
im

p
le

r 
th

re
e
 

b
ra

c
k


e
t 

s
tr

u
c
tu

re
 
o

f 
4

, 
6

, 
an

d
 

8%
. 

F
e
d

e
ra

l 
re

fo
rm

 
re

m
o

v
ed

 
m

an
y

 
ta

x
 

fe
a
tu

re
s
 

th
a
t 

c
a
u

se
d

 
ta

x
p

a
y

e
rs

 
w

it
h

 
s
im

il
a
r 

in
c
o

m
e
s 

to
 

b
e
 

ta
x

e
d

 
d

if
fe

re
n

tl
y

. 
R

e
p

e
a
l 

o
f 

th
e
 
c
a
p

it
a
l 

g
a
in

s
 

e
x

c
lu

s
io

n
 

a
n

d
 

li
m

it
s
 

o
n

 
ta

x
 

s
h

e
lt

e
ri

n
g

 
b

ri
n

g
 

w
el

co
m

e 
im

p
ro

v
e
m

e
n

ts
 

in
 

ta
x

 
e
q

u
it

y
. 

U
si

n
g

 
fe

d
e
ra

l 
ta

x
a
b

le
 

in
co

m
e 

fo
r 

s
ta

te
 

p
u

rp
o

se
s 

w
il

l 
s
h

o
rt

e
n

 
th

e
 

ta
x

 
fo

rm
 
to

 
o

n
e


p
a
g

e
 

w
h

il
e
 

re
m

o
v

in
g

 
fe

a
tu

re
s
 

th
a
t 

c
re

a
te

 
ta

x
 

in
e
q

u
it

ie
s
 

am
o

n
g

 
s
im

il
a
rl

y
 

s
it

u
a
te

d
 

ta
x

p
a
y

e
rs

: 
th

e
 

d
e
d

u
c
ti

o
n

 
fo

r 
fe

d
e
ra

l 
ta

x
e
s
, 

th
e
 

s
p

e
c
ia

l 
b

re
a
k

 
fo

r 
m

a
rr

ie
d

 
s
e
p

a
ra

te
 

h
o

u
se

h
o

ld
s,

 
v

a
ri

a
b

le
 

re
ti

re
m

e
n

t 
in

co
m

e 
e
x

c
lu

s
io

n
s
, 

an
d

 
n

u
m

er
o

u
s 

s
p

e
c
ia

l 
c
r
e
d

it
s
 

o
r 

d
e
d

u
c
ti

o
n

s
. 

F
o

r 
m

o
st

 
tn

x
p

a
y

e
rs

 
th

e
 

lo
s
s
 

o
f 

s
p

e
c
ia

l 
ta

x
 

b
re

a
k

s 
w

il
l 

b
e
 

m
ad

e 
u

p
 

b
y

 
th

e
 

n
e
a
r 

d
o

u


b
li

n
g

 
o

f 
p

e
rs

o
n

a
l 

e
x

e
m

p
ti

o
n

s,
 

an
 

in
c
re

a
s
e
d

 
s
ta

n
d

a
rd

 
d

e
d

u
c
ti

o
n

, 
a 

d
e
d

u
c
ti

o
n

 
fo

r 
th

e
 

p
ri

o
r 

y
e
a
r'

s
 
s
ta

te
 

in
co

m
e 

ta
x

 
(a

u
to

m
a
ti

c
a
ll

y
 

a 
p

a
rt

 
o

f 
fe

d
e
ra

l 
ta

x
a
b

le
 

in
c
o

m
e
),

 
a
n

d
 

lo
w

e
r 

ta
x

 
ra

te
s
. 

T
h

e 
n

e
t 

re
s
u

lt
 
w

il
l 

b
e 

th
a
t 

a
h

o
u

t 
60

%
 

o
f 

M
o

n
ta

n
a
n

s 
a
re

 
e
s
ti

m
a
te

d
 
to

 
re

c
e
iv

e
 

a 
ta

x
 

d
e
d

u
c
ti

o
n

, 
ta

x
p

a
y

e
rs

 
u

il
l 

b
e
 

tr
e
a
te

d
 

m
o

re
 

e
q

u
it

a
b

ly
, 

an
d

 
in

c
e
n

ti
v

e
s
 

fo
r 

e
n

tr
e
p

re


n
e
u

rs
h

ip
 
w

il
l 

in
c
re

a
s
e
 

th
ro

u
g

h
 

th
e
 

lo
w

e
r 

to
p

 
ra

te
. 

• 
, 



• FORM 2 
1987 Montana Individual Income Tax Return 1987 

OR FISCAL year beginning ______ , 1987 and ending _______ , 19 __ _ 

PLACE LABEL HERE Correct label if necessary. File on or before April 15, 1988 (Fiscal year see instructions). 
LAST NAME First Name & Initial Your Social SecUrity No. Chief Occupation Yours 

Enter code no. - -
• Spouse's Last Name II Oillerent Spouse's First Name & Initial Spouse's Social Security No. Spouse's 

- -
MAILING 

C,ly Slale Z,p Cooe 

ADDRESS , 

Filing Status (Check one) Residency Status (Check one) 

1. D Single 1. D Resident Full Year 

2. D Married Filing Joint Return 2. D Nonresident Full Year • 
3. D Married Filing Separate Return 3. D Resident Part year 

• 4. D Unmarried Head of Household Give date of change 

Exemptions from Federal return 

• 
1. Federal Taxable Income ........................................................... . 
2. Interest from Obligations of other States .............................................. . 
'1 Add lines 1 and 2 

Deductions From Income .......................................................... . 
4. Interest from U.S. obligations ...................................... . 
5. Benefits from Railroad Retirement Act ............................... . 

r 6. Indian Income Earned on a Reservation .............................. . 
7. Deduction from allocating Income (sch. 2A) ........................... . 

~~: 
Total Adjustments Add Lines 4 thru7 ................................................ . 
Montana Taxable Income Subtract line 8 from line 3 .................................... . 

------------------------------------------
10. Tax on line 9 from tax tables ........................................................ . 
11. Credits and Recapture (Sch. 28) ..................................................... . 
12. Subtract line 11 from line 10 ........................................................ . 
13. Minimum Tax and Lump Sum Dist. .................................. . 
14. Public Campaign Fund ........................................... . 

Nongame Wildlif" Program Child Abuse Prevenfion Agriculture In MT schools Enter Total 

15. I =-oJ 16. I I 17. I I of 15, 16, 17 
18. Total additions add lines 13 thru 17 .................................................. . 
19. Total Tax add lines 12 and 18 ....................................................... . 
20. Montana tax withheld (Attach withholding statements) .................. . 
21. Payments on 1987 estimated tax and amounts credited from previous year .. . 

, 22. Homeowner or Renter Credit ~rcm ~orm 2EC .......................... . 
23. Total of iines 20 thru 22 .................................................... . 
24. If line 23 is larger than line 19 

this is your refund ......................................................... . 
25. If line 23 is smaller than line 19 

this is the amount you owe. 
Late Filing Penalty 26. 
Late Payment Penalty 27. 
Interest 28. 
Total of Lines 25, 26, 27, 28 29 . 

.-

) Signature and Date Telephone No . Spouses Signature 
......... 

r 

EXH1DiT NO. ~ ---:.----.. 
• 
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HEARING SCHEDULE FOR SENATE BILL NO. 307 

Mondav, Februarv 16, 1987 

Overview by sponsor 
Repeal of nuisance taxes (sections 50, 79-84, 94, 101, 

106-110, 114, 116, and 117) 
Revision of penalty provisions (sections 57-76, 99, 100, 

102-105, and 111) 
State Tax Appeals Board procedures (section 85) 
Miscellaneous (sections 78, 95, 96, 112, and 115) 

Tuesdav, Februarv 17, 1987 

Corporation license and income tax revision (sections 35-39, 
51, 52, 92, 93, 97., and 98) 

Unitary taxation (sections 40-49) 

Wednesdav, Februarv 18, 1987 

Oil and gas severance tax revisions (section 53) 
Coal severance tax revisions (sections 54-56) 
Capital company incentive (section 77) 

Thu~sdav, February 19, 1987 

Property tax relief (sections 1-8) 
·Individual income tax reform (sections 9-34, 86-91, and 113) 
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