
Subcommittee meet ing February  5 ,  1979 
HB 150 

HOUSE TAXATION SUBCOMMITTEE 

46 th  L e g i s l a t u r e  

R e p r e s e n t a t i v e  Edward ~ i e n  c a l l e d  t h e  subcommittee t o  o r d e r  on February 5 ,  
1979, i n  Room 431, C a p i t o l  B u i l d i n g  a t  8:05 a.m. R e p r e s e n t a t i v e s  S i v e r t s e n  
and Wil l iams were p r e s e n t .  Other  pe rsons  were p r e s e n t  - s e e  accompanying 
w i t n e s s  s h e e t .  

R e p r e s e n t a t i v e  Wil l iams proposed i n p u t  t o  look a t  income t h a t  c a n  be 
expec ted  from t h e  banks t o  b e  comparable t o  what t h e y  were paying under  
t h e  1977 l a w  and c u r r e n t l y  i n  1978. Should b e  a  b a s i c  f i g u r e .  T h i s  i s  
roughly  $ 6 . 1  m i l l i o n .  Leaving o u t  s a v i n g s  and l o a n s ,  r a t e  would be 10 .6% 
from t h e  banks .  Savings  & l o a n s  - g i v e  t h e m . t h e  exemption t h e y  a r e  a s k i n g  
f o r  - g i v e  banks and S&Ls bad d e b t  exemptions s p e l l e d  o u t  under  s e p a r a t e  
s e c t i o n s  o f  t h e  law. Tax b o t h  banks and S&Ls on c o r p o r a t e  l i c e n s e  t a x  t o  
keep money t o  what t h e y  d i d  pay i n  1978 - 9 % .  8 .3% - 9 % .  T h i s  w i l l  g i v e  
t h e  s t a t e  f o r  t h e  g e n e r a l  fund what t h e y  have been g e t t i n g .  Might f i g u r e  
o u t  6-3/4% and 2-1/4% t o  c o u n t i e s .  Quest ion of hav ing  a  committee b i l l  
f o r  t a x i n g  f i n a n c i a l  i n s t i t u t i o n s .  

Banks d i d n ' t  pay t a x  i n  1976, b u t  Will iams f e e l s  t h e y  should be  o b l i g a t e d  
t o  pay what t h e y  agreed  t o  pay i n  1977 and 1978. 

R e p r e s e n t a t i v e  S i v e r t s e n  s u g g e s t i n g  i f  l e f t  a t  p r e s e n t  c i rcumstances  - 
phase S&Ls i n  on 20% p e r  y e a r  o v e r  t h e  n e x t  f i v e  y e a r s ,  s i n c e  t h e y  l o a n  
f o r  homes t h i s  would be  i n  t h e  b e s t  i n t e r e s t s  of t h e  economy o f  o u r  coun t ry .  
Banks do n o t  pay an  i n v e n t o r y  t a x  - money i s  t h e i r  i n v e n t o r y .  Other  s t a t e s  
have two s e p a r a t e  r a t e s  f o r  f i n a n c i a l  i n s t i t u t i o n s  and o t h e r  c o r p o r a t i o n s .  
Otherwise ,  e l i m i n a t e  i n v e n t o r y  and p u t  everybody on a 9% r a t e .  

R e p r e s e n t a t i v e  L ien  r a i s e d  t h e  q u e s t i o n  o f  o v e r t a x i n g  banks.  Suggested 
run t h i s  b i l l  th rough  c l e a n  w i t h  t h e  r e s e r v e  f o r  bad d e b t s  inc luded  i n  t h e  
s e p a r a t e  f e d e r a l  s t a t u t e  f o r  S&Ls and banks .  F e d e r a l  t a x e s  a r e  be ing  r e -  
duced f o r  banks t o  6-3/4% and a l l o w  f o r  a  $3.6  m i l l i o n  l o s s  t o  t h e  s t a t e .  
F e d e r a l  i s  g r a d u a l l y  be ing  phased o u t  and a l l  t h e y  deduc t  i s  f o r  bad d e b t s .  
L e t  S&Ls c o n t i n u e  under  f e d e r a l  s t a t u t e s .  Piggyback f e d e r a l  s t a t u t e s  o r  
run it c l e a n  w i t h o u t  any amendments. Expect  it t o  be unpopular .  

R e p r e s e n t a t i v e  S i v e r t s e n  mentioned t h i s  makes f o r  a 53% i n c r e a s e  i n  S&Ls 
t a x .  

Ross Cannon sugges ted  o f f e r i n g  proposed f i g u r e s  t o  b r i n g  it back from 9% 
t o  6-3/4% o v e r  a  p e r i o d  o f  t ime.  

R e p r e s e n t a t i v e  S i v e r t s e n  s a i d  i f  based on growth,  c a n ' t  mandate any f u t u r e  
l e g i s l a t u r e .  However, cou ld  p u t  it i n t o  law and t h e  n e x t  l e g i s l a t u r e  cou ld  
change it i f  necessa ry .  

Rep. L ien  p r e f e r s  t o  come i n  w i t h  a  r a t e  t h a t  would do t h e  job and l e t  suc- 
ceed ing  l e g i s l a t u r e  e v a l u a t e  it. Rep. Wil l iams s a i d  t h i s  would t a k e  a  9% 
r a t e  on t h e  p r o p o s a l .  

R e p r e s e n t a t i v e  S i v e r t s e n  moved t h a t  f o l l o w  through on g r a n t i n g  banks  and 
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S&Ls t h e  d e d u c t i o n s  f o r  bad d e b t  r e s e r v e s  and r a i s e  r a t e  t o  9% w i t h  a 
recommendation t h a t  i f  a s s e t s  of banks and S&Ls grow , t h a t  9% would be  
reduced down t o  6-3/4% s o  t h a t  a l l  c o r p o r a t i o n s  would be  t axed  a t  t h e  same 
r a t e .  Based on growth o f  f i n a n c i a l  i n s t i t u t i o n s ,  could  have a s c h e d u l e  by 
which i t  could  be lowered t h a t  we recommend. A 9% r a t e  and 85-15 s p l i t  would 
Leave it a t  a b o u t  t h e  same income a s  a t  p r e s e n t .  

Rep. L i e n  t h i n k s  it i s  e q u i t y  t o  work back t o  6-3/4%. 

Rep. Wil l iams adv ised  t h e r e  is  a p o s s i b i l i t y  t h a t  s i n c e  some o t h e r  corpora-  
t i o n s  o t h e r  t h a n  f i n a n c i a l  h o l d  f e d e r a l  and munic ipa l  o b l i g a t i o n  gonds ,  
t h e s e  cannot  be t axed  a t  d i f f e r e n t  p e r c e n t a g e s .  I f  t h a t  i s  t r u e ,  would i t  
be  f e a s i b l e  t o  amend t h e  p r e s e n t  c o r p o r a t i o n  l i c e n s e  t a x  law s o  a11  corpora -  
t i o n s  would pay t h e  same r a t e  - 2% i s  h e l d  by o t h e r  c o r p o r a t i o n s .  

R o s s  Cannon asked i f  d i f f e r e n t  t r e a t m e n t  between c o r p o r a t i o n s  i s  l e g a l  - 
subsequen t  t a x  on f i n a n c i a l  i n s t i t u t i o n s  r e a l l y  d o e s n ' t  a f f e c t  t h i s .  You c a n  
t a x  f e d e r a l  government o b l i g a t i o n s  a s  long a s  it is  n o t  a d i s c r i m i n a t o r y  
p r a c t i c e .  Maybe cou ld  n o t  be  l e g a l .  

Rep. L ien  asked i f  t h e  9% w i l l  f l y  through bond houses?  

Rep. S i v e r t s e n  asked shou ld  banks be given a r e d u c t i o n  i n  t a x e s  s i n c e  we 
f e e l  t h a t  t h e y  shou ld  p a r t i c i p a t e  f u l l y  i n  pay ing  t h e i r  f u l l  s h a r e  - banks 
have never  s a i d  t h e y  were over taxed  - t h e y  have i n d i c a t e d  t h e y  were w i l l i n g  
t o  pay t h e i r  f a i r  s h a r e .  Recommends working t o  j u s t i f y  9 % .  Quest ioned 
having a n o t h e r  h e a r i n g .  

Pau l  Johnson,  G r e a t  F a l l s  S&L ~ s s o c i a t i o n ~ f i g u r e d  t h i s  would i n c r e a s e  t h e i r  
t a x  f o r  1978 which i s  $50,365 - i n c r e a s i n g  t h e  t a x  and a l l o w i n g  f o r  a bad 
d e b t  r e s e r v e  would i n c r e a s e  t o  abou t  $71,000 f o r  1979. Average i n c r e a s e  
f o r  a l l  S&Ls would be  53%. They would go a long  w i t h  t h i s .  T h e i r  problem 
has  been t h a t  t h e  banks g o t  a b i g  d e c r e a s e  and S&Ls g o t  a b i g  i n c r e a s e .  

Cannon asked i f  i t  would be f e a s i b l e  t o  s e t  revenue g o a l s ?  Paying which 
would have y i e l d e d  6 .9% i n  1976. I f  a g o a l  could  be  main ta ined  a t  s a y  
5.6% and s e t  r a t e s  t h a t  produce 5.6% minimum and see i f  cou ld  a r r i v e  a t  a 
step-down r a t e  s e t  i n t o  t h e  bill. If S s L s  cou ld  s e e  t h a t  it wou1.d b e  
s t epped  down o v e r  a p e r i o d  o f  y e a r s ,  would be  b e t t e r  s a t i s f i e d .  Wants 
r a t e  w r i t t e n  i n t o  t h e  law. 

R e p r e s e n t a t i v e  S i v e r t s e n  i s  t o  w r i t e  an  amendment t o  p r o v i d e  f o r  a 9% 
r a t e  w i t h  an  85-15 s p l i t  w i t h  a step-down p r o p o s a l  based on growth.  

Meeting ad journed  a t  8 :35 a.m. 

REPRESEN?ATIVE EDWARD LIEN, Chairman 




