
HOUSE TAXATION COMMITTEE 

46th Leg i s l a tu re  

Representa t ive  Herb Huennekens, Chairman of t h e  House Taxation Cormnittee, 
c a l l e d  t h e  committee t o  o rde r  a t  8 : 0 0  a.m., January 9 ,  1979, i n  Room 434, 
Cap i to l  Bui ld ing ,  Helena, Montana. A l l  members were p re sen t  a s  was Randy 
McDonald t h e  r e sea rche r  f o r  t h e  committee. 

B i l l s  t o  be  heard were House B i l l s  72 and 73. 

Representa t ive  Arlyne Reicher t ,  D i s t r i c t  #37, Cascade County, sponsored 
House B i l l  72 which w a s  a t  t h e  r eques t  of t h e  Department of Revenue and 
p r e f  i l e d .  

HB 72, expla ined  Representa t ive  Reicher t ,  i s  a b i l l  which would 
b r i n g  t h e  Montana s t a t e  law regard ing  exemptions f o r  c h i l d  and 

HB 72 dependent c a r e  expenses pa id  t o  r e l a t i v e s  i n t o  conformity wi th  t h e  
f e d e r a l  exemptions allowed. 

Cur ren t ly ,  Montana taxpayers  a r e  given deduct ions f o r  c h i l d  and dependent c a r e  
only i f  they  h i r e  persons o t h e r  than  r e l a t i v e s .  HB 72 would al low a deduct ion 
f o r  c h i l d  and dependent c a r e  pa id  t o  r e l a t i v e s ,  a s  long a s  they were pa id  f o r  
s e r v i c e s  i n  accordance wi th  S o c i a l  S e c u r i t y  requirements and purposes,  and a s  
long a s  t hese  r e l a t i v e s  a r e  no t ,  themselves,  dependents of the  taxpayer.  

Since t h e  f e d e r a l  government has  recognized t h i s  c h i l d  o r  dependent c a r e  ex- 
pense a s  a l e g i t i m a t e  t a x  deduct ion s i n c e  1974, t h i s  b i l l  provides f o r  an 
immediate e f f e c t i v e  d a t e  f o r  Montana's s t a t e  t a x  deduct ion.  

Howard Vra l s t ed ,  Department of Revenue, suppor ts  t h e  b i l l .  The Department 
suspec t s  t h a t  taxpayers  a r e  a l r eady  t ak ing  t h i s  deduct ion on t h e i r  s t a t e  income 
tax r e t u r n s .  The l o s s  t o  t he  s t a t e  would be minimal - perhaps $75,000 per  yea r .  

Representa t ive  S i v e r t s e n  quest ioned t h a t  f i g u r e  was f o r  one o r  two-year pe r iod ,  
and how enforcement i s  po l i ced .  M r .  Vra ls ted  advised t h a t  only i n  t h e  event  of 
an a u d i t  would t h i s  deduct ion  be de t ec t ed .  

Representa t ive  Lien expla ined  HB 7 2  would make Montana income t a x  conform t o  
f e d e r a l  t a x  payments. I f  i t  i s  l e g a l  on the  f e d e r a l  t a x  r e t u r n ,  it would be 
l e g a l  on the  Montana t a x  r e t u r n .  

Representa t ive  Jay Fabrega, D i s t r i c t  #44, Cascade County, sponsored House B i l l  7 3 ,  
which was introduced a t  t h e  r e q u e s t  of t he  Department of Revenue. This  was a pre- 
f i l e d  b i l l  t h a t  had no l e g i s l a t i v e  sponsor when p r e f i l e d .  

Representa t ive  Fabrega advised t h i s  b i l l  would allow t h e  Department of 
Revenue t o  keep Montana income t a x  r e t u r n s  a s  simple a s  p o s s i b l e  and be  
i n  conformity wi th  the  f e d e r a l  r e t u r n s .  Since it is necessary t o  go t o  

HB 73 t h e  f e d e r a l  r e t u r n  t o  determine ad jus t ed  g ros s  income f o r  the  Montana t ax  
r e t u r n  and it i s  necessary t o  maintain r e l a t i o n s h i p  wi th  f e d e r a l  law, 
changes i n  Montana l a w  a r e  necessary.  
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The f e d e r a l  ad jus t ed  g r o s s  income f i g u r e  a l lows  a lump-sum d i s t r i b u t i o n  from 
a q u a l i f i e d  pension,  p r o f i t  s h a r i n g ,  o r  s t ock  bonus t r u s t  t o  be  deducted. S ince  
Montana uses  t h e  f e d e r a l  f i g u r e  a s  ad jus t ed  g r o s s  income, t he se  sums a r e  auto- 
m a t i c a l l y  deducted from Montana's ad jus t ed  g r o s s  income a l s o .  This  b i l l  would 
i nc lude  i n  Montana a d j u s t e d  g r o s s  income t h e  amount rece ived  as a lump-sum d i s t r i -  
bu t ion  t o  a taxpayer .  Th i s  would make an i n c r e a s e  i n  taxpayer  t axes  and provide 
t h e  s t a t e  w i th  approximately $50,000 more income. 

The b i l l  a l s o  c l a r i f i e s  t h a t  i n t e r e s t  income from Montana c o u n t i e s ,  m u n i c i p a l i t i e s ,  
o r  o t h e r  p o l i t i c a l  subd iv i s ions  on ly  i s  n o t  included i n  ad jus t ed  g r o s s  income. 

Montanans a l s o  would be  allowed t o  deduct  wages and s a l a r i e s  pa id  s i n c e  a c r e d i t  
is al lowed on t h e  f e d e r a l  r e t u r n  i n  l i e u  of deduct ion  of  s a l a r i e s  and wages p e r  s e ,  
and Montana does no t  a l l ow  f o r  such a c r e d i t .  

Representa t ive  Fabrega expla ined  HB 73 is t r y i n g  t o  develop equi ty .  Representa t ive  
Williams mentioned t h a t  under p r e s e n t  Montana law lump-sum payments can  be taken  
on a c a p i t a l  g a i n s  b a s i s  and taken  on a 10-year average b a s i s .  M r .  Vrals ted  
advised  t h a t  when taxpayer  e l e c t s  t o  t a k e  t h e  10-year averaging,  t h a t  amount 
i s  e l imina t ed  from ad jus t ed  g r o s s  income au toma t i ca l l y  because of  t h e  Montana 
d e f i n i t i o n  of ad jus t ed  g r o s s  income. Montana law would have the  a b i l i t y  t o  
fo l low f e d e r a l  income and al low 10-year averaging method o r  d o  what t h e  1973 
a c t  a l lows.  Representa t ive  Fabrega advised a p p l i c a t i o n  f o r  t h e  10-year averag- 
i ng  r e q u i r e s  a s p e c i a l  form and i s  f i gu red  a t  s p e c i a l  r a t e s  covering t h e  prev ious  
t e n  yea r s .  

Meeting adjourned a t  8 : 3 0 .  




