
FlINUTES OF THE XEETING 
TAXATION COLWITTEE 

MONTANA STATE SENATE 

February 51 1979 

The n i n t e e n t h  meeting cf t h e  committee was c a l l e d  t o  o r d e r  1 
on t h e  above d a t e  i n  Room 415 of  t h e  S t a t e  C a p i t o l  Bui ld ing  by 
Chairman Turnage. I 

ROLL CALL: R o l l  c a l l  found a l l  members p r e s e n t  wi th  t h e  
excep t ion  of Sen. Hager, who was e.xcused. I 

CONSIDERATION O F  SENATE BILL 231: Sena to r  Regan s a i d  t h e  I 

a i m  of t h e  b i l l  is t o  s h i e l d  t h e  low-income e l d e r l y  from t h e  
p r o p e r t y  t a x .  She s a i d  t h e  middle and upper  income groups re- 
c e i v e  t a x  r e l i e f ,  and t h i s  group,  which needs t h e  r e l i e f  more, 
r e c e i v e s  none. Sen. Regan s a i d  s h e  had no o t h e r  proponents  

I 
b u t  expressed  t h e  hope t h a t  t h e  committee would look over  t h e  
b i l l  w i t h  t h e  p o s s i b i l i t y  o f  making it a committee b i l l ,  non- 
p a r t i s a n .  She s a i d  it does  n o t  a f f e c t  l o c a l  p r o p e r t y  m i l l  l e -  
v i e s  f o r  s choo l s  o r  l o c a l  governments. 

I 
I 

Chairman Turnage c a l l e d  f o r  o t h e r  proponents  o r  opponents I 
and t h e r e  be ing  none, s a i d  t h e  committee could d i s c u s s  t h e  b i l l  
and a s k  q u e s t i o n s  du r ing  an e x e c u t i v e  s e s s i o n .  

CONSICERATION O F  SENATE BILL 2 4 0 :  Sena to r  Towe t r a c e d  a 
b r i e f  h i s t o r y  of h i s  'piggy-back' s t a t e  income t a x  b i l l  and I - - - -  
s a i d  it had been suppor ted  by bo th  p o l i t i c a l  p a r t i e s  i n  t h e  I 
p a s t ,  b u t  a t  d i f f e r e n t  t imes.  H e  s a i d  he b e l i e v e d  i n  t h e  i d e a  
of t h e  b i l l ,  t a k i n g  a percen tage  of  t h e  F e d e r a l  income t a x ,  i n  
t h i s  b i l l  27.5% a s  t h e  s t a t e  income t a x ,  pe rmi t t ed  c e r t a i n  Mon- 
t a n a  deduc t ions .  He s a i d  by adopt ing  the F e d e r a l  system we 
e l i m i n a t e  t h e  need t o  change p r e s e n t  forms. He a l s o  s a i d  t h e  

I 
s t a t u t e s  can be  changed t o  reduce revenue or change percen tage  
h i g h e r ,  i f  necessary .  I t  could a l s o  go through t h e  Revenue Over- 
s i g h t  Committee, he  t hough t ,  f o r  them t o  check it more thoroughly.  

I 
He exp la ined  t h e  ' sp l i t - income '  a s p e c t  of t h e  b i l l ,  s t a t i n g  t h e  
b i l l  would f a v o r  a couple  w i th  j u s t  one of t h e  spouses  working. I 

Sena to r  H i m s l ,  one of  t h e  co-s igners  of t h e  b i l l ,  a l s o  pre- 
s e n t e d  some suppor t ing  tes t imony,  s ay ing  the p r e s e n t  method of 
computing t h e  s t a t e  income t a x  i s  very  complicated f o r  rr,ost peo- 
p l e ,  and o f t e n  t h e  i n d i v i d u a l  pays t h e  t a x  e x p e r t  more f o r  f i g u r -  

I 
i n g  h i s  t a x  than  he  does i n  t o t a l  t a x  du?. H e  expressed t h e  hope 
t h e  committee would t a k e  a good look a t  she b i l l  and c c n s i d e r  a l l  
m e r i t s  o f  t h i s  method o f  co:;iputing t h e i r  s tate income t a x .  

I 
I 

The Chairman then  asked f o r  a d d i t i o n a l  proponents o r  oppo- 
n e n t s .  A t  t h i s  p o i n t  Sen. Towe d i s t r i b u t e d  a c h a r t  that was d - 
compiled i n  1 9 7 5 ,  which i l l u s t r a t e s  t h e  income s p l i t t i n g  he re-  
f e r r e d  t o  i n  e a r l i e r  tes t imgny.  See Exh. #1, a t t a c h e d .  I 

During t h e  d i s c u s s i o n  pe r iod  which fo l lowed,  merbers of  t h e  I 
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commit tee  a s k e d  i f  t h e  s i m p l i f i c a t i o n  of Che computing p r o c e s s  
would d e c r e a s e  number o f  employees i n  t h e  Depar tnen t .  B i l l  
Grof f  o f  t h e  Depar tment ,  was p r e s e n t  a t  t h e  meet ing  and re- 
sponded t o  t h i s  s a y i n g  t h e  b i l l  would a c t u a l l y  r e l i e v e  l i t t l e  
o f  p r e s e n t  d u t i e s  of  income t a x  d i v i s i o n  of  t h e  Department  a s  
t h e  r e t u r n s  must s t i l l  b e  p r o c e s s e d  and t h e  checks  and r e t u r n s  
a r e  p r o c e s s e d  s e p a r a t e l y .  

Sen. Towe was a l s o  q u e s t i o n e d  a b o u t  t h e  2 7 . 5 %  f i g u r e  and 
h e  r e p l i e d  t h i s  f i g u r e  had been a r r i v e d  a t  by computing r e v e n u e  
f i g u r e s  and s t a t e  p o p u l a t i o n  t o t a l s .  They d i s c u s s e d  a l s o  t h e  
p e n a l t y  and i n t e r e s t  r a t e s  w r i t t e n  i n t o  t h e  b i l l  f o r  r e t u r n s  
f i l e d  l a t e ,  a l s o  f o r  e s t i m a t e d  income r e t u r n s .  

D i s c u s s i o n  a l s o  b r o u g h t  o u t  t h e  f a c t  t h a t  t h e  s u r t a x  w i l l  
b e  e l i m i n a t e d ,  a s  a  s e p a r a t e  p a r t  o f  t h e  t a x  s t r u c t u r e .  The 
same amount o f  r evenue  w i l l  b e  r e a l i z e d ,  however,  b u t  t h a t  t a x  
commonly known a s  t h e  s u r t a x ,  w i l l  b e  r e p l a c e d .  Sen. Towe s a i d  
t h e  p r e s e n t  s u r t a x  b r i n g s  i n  a  t o t a l  r e v e n u e  o f  $48 m i l l i o n  and 
h e  s a i d  t h e  l o s s  o f  t h i s  amount would b e  d i f f i c u l t  t o  r e p l a c e .  
The q u e s t i o n  was a l s o  a s k e d  whe the r  t h i s  b i l l  would i n t e r f e r e  
w i t h  S e n a t o r  W a t t ' s  b i l l  SB240, a d j u s t e d  g r o s s  income t a x  re- 
p l a c i n g  p r o p e r t y  t a x .  A l s o ,  it  was s t a t e d  by Chairman Turnage  
t h a t  t h e r e  have  been some d r a m a t i c  changes  i n  t h e  s a l e  and ex- 
change o f  p r o p e r t y  i n  t h e  F e d e r a l  law and h e  f e l t  t h e  b i l l  had 
m e r i t  and  b e l i e v e d  t h e  committee s h o u l d  s t u d y  it and come o u t  
w i t h  it. 

Sen. H i m s l  s a i d  h e  t h o u g h t  p r e p a r i n g  t h e  r e t u r n  would b e  
r e l a t i v e l y  s i m p l e  f o r  t h e  m a j o r i t y  o f  t a x p a y e r s  i n  t h e  s t a t e ,  
which w a s  one  o f  t h e  p r imary  r e a s o n s  f o r  h i s  s u p p o r t  o f  t h e  
l e g i s l a t i o n .  

Chairman Turnage  t h e n  d i r e c t e d  t h e  committee's a t t e n t i o n  
t o  SB172, snowmobi lers '  b i l l  r e q u e s t i n g  6/10 o f  1% o f  g a s o l i n e  
t a x  money f o r  t h e i r  u s e  i n  Montana. 

The members d i s c u s s e d  t h e  b i l l  and some o f  t h e  t e s t i m o n y  
p r e v i o u s l y  g i v e n  and d e c i d e d  t o  move t h e  b i l l .  

S e n a t o r  Manley Moved SBl72 Do P a s s .  The mot ion  c a r r i e d ;  
n o t e  f o r  t h e  r e c o r d  t h a t  S e n a t o r  Manning v o t e d  "No". 

The Chairman t h e n  reminded t h e  commit tee  t h a t  T u e s 6 a y 9 s  
mee t ing  would b e g i n  a t  8:30 a .m .  due  t o  c o n f l i c t i n g  a c t i v i t i e s .  

SB220, a s k i n g  f o r  a  Hear ings  O f f i c e r  f o r  t h e  S t a t e  Tax 
Appeals  Board,  was a g a i n  d i s c u s s e d  and members were asked t o  
a g a i n  l o o k  a t  t h e  F i s c a l  Note which s t a t e d  such  o f f i c e r  might  
r e q u i r e  budge t  i n c r e a s e  of $48,000 p e r  y e a r .  The committee a l s o  
d i s c u s s e d  t h e  q u a l i f i c a t i o n s  o f  such  a n  o f f i c e r  and t h e  p o s s i -  
b i l i t i e s  of e x t e n d i n g  t i m e  t h e  County Tax Appeals  Eoards s i t .  
They d i s c u s s e d  a l s o  r a i s i n g  number o f  STAB memkers t o  5 from t h e  
p r e s e n t  3 ,  and t h e  a d d i t i o n  o f  a n o t h e r  STAB f o r  t h e  e a s t e r n  end 
o f  t h e  s t a te .  I t  was p o i n t e d  o u t  t h a t  t h e  problem i n  t h e  c r e a -  
t i o n  o f  a  b a c k l o g  o f  c a s e s  pending b e f o r e  t h e  STAB was t h e  f a u l t  
o f  t h e  Department  o f  Revenue who w e r e  l a t e  i n  s e n d i n g  o u t  t h e i r  
r e a p p r a i s a l  forms.  The i d e a  was proposed t o o ,  of  p u t t i n g  i n  t h e  
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b i l l  t h a t  a back log  of 500 pending ca ses  m u s t  e x i s t  before a 
Hear ings  Of f i ce r  cou ld  be  c a l l e d  f o r .  Thus, there were a n m -  
b e r  of  p o i n t s  t h e  c o r m i t t e e  wished t o  look into b e f o r e  any ac- 
t i o n  w i l l  be t aken  on t h e  b i l l :  t h r e s h o l d  of pending c a s e s ;  
q u a l i f i c a t i o n s  of t h e  Hearings O f f i c e r ;  longer  convening o f  

4 
CTAB's. 

Following t h i s  d i s c u s s i o n ,  meeting w a s  adjourned.  



C r E B  5 j9Lqs Late !, , 

ROLL CALI, 

SLCNA'i'i.  'l'AX?,'I' I OX C(j:.lrvI r r yc~> :  
I ---- - - - -- - -- 

4 6 t h  LEGISIATIVE SESSION - 1 9 7 9  
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - - _ - - - - - - - - - - - - - - - - -  

Each Day A t t a c h  to M i n u t e s .  



P r e s i d e n t  MR. .............................................................. I 

Tava t i o n  ........................................................................................................................................................ We, your committee on I 
Senate having had under consideration .................................................................................................................. Bil l  No. ................. 

c 7 C  ......... Respectfully report as follows: That .................................................................................. E -  Bi l l  No .... X7.2.r ..... 

DO PASS 

oI;I, 

STATE PUR. C O .  
Helena ,  Mont. 

........................................................................... ......................... i '  JEx-j  PA. TGpL,JAGZ, Chairman. 
8' I 
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