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TAi-&TIOF CSIWITTZE 

MONTANA STATE SENATE 

February  2 8 ,  1979 

The t h i r t y - s e v e n t h  mee t ing  o f  t h e  committee was h e l d  o n  t h e  
above d a t e  i n  Room 4 1 5  o f  t h e  S t a t e  C a p i t o l  B u i l d i n g  w i t h  C h a i r -  

I 
man Turnage  p r e s i d i n g .  

ROLL CALL: R o l l  c a l l  found a l l  t h e  m e ~ t b e r s  p r e s e n t .  
I 

CONSIDERATION O F  HOUSE BILL 7 2  : ~ e p r e s e n t a  t i v e  R e i c h e r t  i n -  
t r o d u c e d  '&e b i l l  which was a t  t h e  r e q u e s t  of t h e  Department  of 
Revenue, and  would a l l o w  a n  i n d i v i d u a l  income t a x  d e d u c t i o n  f o r  

I 
c h i l d  and dependen t  e x p e n s e s  p a i d  t o  r e l a t i o n s  o t h e r  t h s n  depen- 
d e n t s  o f  t h e  t a x p a y e r  or h i s  spouse .  She s a i d  F e d e r a i  s t a t u t e s  
p e r m i t  t h i s  a t  p r e s e n t  and s h e  f e l t  t h e  s t a t e  s t a t u t e s  s h o u l d  

1 
conform. M r .  Grof f  of t h e  Depar t i ient  s t a t e d  t h e i r  s u p p o r t  o f  
t h e  b i l l  a l s o .  I 

The Chairman c a l l e d  f o r  o t h e r  p r o p o n e n t s  o r  opponents  and  
t h e r e  b e i n g  none,  p e r m i t t e d  s e v e r a l  q u e s t i ~ n s  from t h e  committee.  
M r .  V r a l s t e d  of  t h e  Department s a i d  t h i s  l e g i s l a t i o n  would b r i n g  
Montana law i n  c o n f o r m i t y  w i t h  t h e  f e d e r a l .  Fo l lowing  s e v e r a l  

I 
q u e s t i o n s  and  s h o r t  d i s c u s s i o n ,  t h e  c o r m i t t e e  moved t h e  b i l l :  I 

S e n a t o r  Manley Moved H B 5 2  B e  Concurred I n .  Motion c a r r i e d  
unanimously.  Note a t  t h i s  p o i n t  absence  o f  S e n a t o r  Norman. 

CONSIDERATION O F  HOUSE B I L L  128: R e p r e s e n t . a t i v e  H a r r i n g t o n  
i n t r o d u c e d  t h i s  b i l l ,  a l s o  a t  t h e  r e q u e s t  of t h e  D o f  R ,  a n d  s a i d  
it would e x t e n d  t h e  p e r i o d  d u r i n g  which t h a t  Department  would re- 1 fund  overpayments  of  income t a x  t o  5 y e a r s  a f t e r  f i l i n g  o r  a y e a r  
a f t e r  overpayment o c c u r r e d ,  o r  40  months a f t e r  c l o s e  o f  a  t a x a b l e  
y e a r  i n  which a  n e t  o p e r a t i n g  l o s s  was i n c u r r e d -  I 

The Chairman c a l l e d  f o r  a d d i t i o n a l  p r o p o n e n t s  o r  opponen t s ,  
and f o l l o w i n g  s e v e r a l  q u e s t i o n s  and d i s c u s s i o n  by t h e  commit tee ,  
t h e  b i l l  was moved: I 

S e n a t o r  Towe Moved HB128 B e  Concurred  I n .  Motion c a r r i e d  
unanimously.  I 

CONSIDERATION OF HOUSE BILL 3 6 3 :  R e p r e s e n t a t i v e  Ber te l sen  
p r e s e n t e d  t h i s  b i l l  a l s o  a t  r e q u e s t  o f  D of R ,  which  would i n c o r -  
p o r a t e  t h e  IRS d e f i n i t i o n  o f  g r c s s  income i n  the Nontana s t a t u t e s .  
M r .  Groff  of t h e  D o f  R s t a t e d  t h e y  e n d o r s e d  t h e  b i l l  s a y i n g  t h e  

I 
Depar tment  h a s  used  t h e  f e d e r a l  d e f i n i t i o n  b u t  f e l t  t h e y  s h o u l d  
have  a l e g a l  d e f i n i t i o n  o f  t h e  code i t s e l f .  S e n a t o r  Towe ques-  
t i o n e d  whe the r  o r  n o t  unemployment b e n e f i t s  w e r e  t o  b e  i n c l u d e d  

1 
i n  t h e  inccs7.e. M r .  Zrof f r e p l i e d  t h a t  u n d e r  the law you a d o p t  
f e d e r a l  r e g u l a t i o n s  i f  s t a t e  s t a t u t e s  do ~ o t  s p e c i f y .  

The C h a i r m ~ n  c a l l e d  f o r  o t h e r  p r o p o n e n t s  o r  opponents  and pe r  
m i t t e d  d i s c u s s i o n  of t h e  b i l l  by t h e  committee.  They a g r e e d  t h a t  4 t h e  b i l l  would have  t o  b e  d i s c u s s e d  f u r t h e r  b e f o r e  s c t i n g  upon i t ,  
e s p e c i a l l y  i n  view of anotl-.er b i l l ,  SB254,  which t h e  c o r n k i t t e e  s t i l l  

I 



has b e f o r e  it. There was then d i s c u s s i o n  ahout Ad2,~s ted  G r 9 ; s  
Income and Gross Incor'e,  and about she afore-mentioned b e n e f i t s  
be ing  inc luded  i n  t h e  f e d e r a l  g r o s s  income. Hearfnq w a s  t hen  

I 
c l o s e d  on HB363. 

CONSIDEPATION OF HOUSE E I L L  7 3 :  Represen ta t ive  Fabrega 
p r e s e n t e d  t h i s  b i l l ,  aiso a D of 2 request, which would change 
t h e  method of  ca l cu l z t . i ng  P - d j u s t e d  Gros; Income f o r  Montana's 
t a x  purposes .  Xr. Groff s t a t e d  t h a t  Separtment's s u p p o r t  of 
t h e  b i l l  and t h e r e  fol lowed d i s c u s s i o n  by t h e  committee and 
q u e s t i o n s  r e g a r d i n g  t h e  b i l l .  Hearing then  c l o s e d  on H B 7 3 .  

CONSIDEAXATION OF HOUSE J O I N T  RESOLUTION 1 0 :  R q r e s o n t a t i v e  
Fabrega p r e s e n t e d  t h i s  r e s o l u t i o n  which urges  t h e  Congress t o  
a l l ow r e n t e r s  t o  deduc t  t h e  p o r t i o n  ~f their rent which c o n s t i -  
t u t e s  p r o p e r t y  t ax  i n  c a l c a l a t i n g  t h e i r  f e d e r a l  income tax .  He 
s t a t e d  t h a t  he f e l t  t h e  government should l ~ o k  a t  t h e  ma t t e r  and 
hoped by h i s  r e s o l u t i o n  t h e  problem might be addressed.  There 
fol lowed some d i s c u s s i o n  o f  t h e  b L l l  and t h e  problem of  equi-  
t a b l e  t a x a t i o n .  

S e n a t o r  Towe Moved HJR 1 0  B e  Concurred I n .  H i s  motion car- - 
r i e d  unanimously. 

The members t h e n  d i s c u s s e d  HE73 aga in  a s  w e l l  a s  cons idera -  
t i o n  of SB184. SB184 i s  a fee system f o r  motor v e h i c l e s  and 
was hea rd  by t h i s  c o r n i t t e e  on February 2 .  They consu l ted  t h e  
c h a r t s  t h a t  were p a r t  of t h e  tes t imony p re sen ted  on t h a t  d a t e  

l 
and sugges t ed  a l t e r n a t i v e  r a t e s  of t a x i n g  v e h i c l e s  i n  t h e  s t a t e .  
The d i s c u s s i o n  cont inued  and members mentioned i n e q u a l i t y  of car 
t a x e s ,  comparing them t o  r e a l  p r o p e r t y  which i s  taxed  t o  about 
56% o f  i t s  va lue  whereas motor v e h i c l e  t a x  i s  n e a r e r  150%. Sena- 
t o r  Severson s a i d  i f  t h e  b i l l  does not pass  he  p l a n s  t o  a t t empt  
t o  amend a house b i l l ,  d e a l i n g  wi th  t h e  problem, t o  p u t  a  middle 
book va lue  on a l l  v e h i c l e s  a s  he b e l i e v e s  it would be much more 
e q u i t a b l e .  

Fol lowing t h i s  d i s c u s s i o n ,  meeting was ad journed .  



A EILi T9 AMEND SECTIOX 1.5-30-111, bi.C.13. (SECTIGN 84-4905, 

R.C.M., 1947) TO PROVIDE FOR TIIE TAXATION OF CERTAIN LUXIP-SUFil 

SET'i'LEhlENT INCG:*iE PRESENTLY NOT SUBJECT TO TAX BY REASOX O F  
I 

CHAYCES IN THE INTERNAL REVENUE CODE AND TO SPECIFICA1,LY PROVIDE 

FOR THE DEDUCTION OF CERTAIN SALARIES AND VAGES NOT DEDUCTIBLE 

I N  1)ETERklINING FEDERAL ADJUSTED GROSS INCOIIE . 
. I 

1 I 
Uilder t h e  Tax Reform Act o f  1 9 7 4 ,  C o n g r e s s  changed  t h e  F e d e r a l  

Incorce Tax Law t o  a l l o w  p e r s o n s  who r e c e i v e  lump-sum s e t t l e m e n t  

income f rom p e n s i o n  and  p r o f i t  s h a r i n g  p l n n s  t o  e l ec t  t o  have  a 
I 

p a r t  o f  s u c h  income e x c l u d e d  from a d j u s t e d  g r o s s  income shown o n  

t h e  F e d e r a l  Income Tax r e t u r n  and t o  h a v e  t h a t  income s u b j e c t e d  t o  
I 

t a x  u n d e r  a s p e c i a l  t a x  f o r m u l a .  M e n  n t a x p a y e r  makes t h i s  e l e c t i o n ,  

t h e  lump-sum s e t t l e m e n t  income is a u t o ~ n : r t i c a l l y  e x c l u d e d  f rom 
1 

hIonLana a d j u s t e d  g r o s s  income by r e a s o n  cf i t s  b e i n g  e x c l u d e d  f rom 

Federal a d j u s t e d  g r o s s  income.  I 
Mos t ,  i f  n o t  a l l ,  o t h e r  s t a t e s  h a v i n g  a f e d e r a l l y  b a s e d  income 

t a x  h a v e  amended t h e i r  income t a x  l a w s  t o  s p e c i f i c a l l y  p r o v i d e  f o r  

t a x i n g  t h e  e x c l u d e d  lump-sum s e t t l e m e n t  income.  T h e  Depa r tmen t  o f  

Revf-!nue b e l i e v e s  t h a t  i n  t h e  i n t e r e s t s  of u n i f o r m i t y  i n  t a x i n g  I 
lump-sum s e t t l e m e n t  income and  e n d i n g  the c u r r e n t  r e v e n u e  l o s s  

r e s u l t i n g  f rom t h e  u n i n t e n d e d  e x c l u s i o n ,  s e c t i o n  15-30-111, M.C.A., 

s h o u l d  be amended a s  p r o v i d e d  f o r  u n d e r  s u b s e c t i o n  ( l ) ( c )  o f  t h i s  
I 

b i l l . .  

As t h e  r e s u l t  o f  t h e  F e d e r a l  Tax Reform Act o f  1 9 7 6 ,  t a x -  

p a y e r s  c l a i m i n g  t h e  J o b s  Tax C r e d i t  f o r  1977  and  t h e  T a r g e t e d  J o b s  

C r e d i t  f o r  f o l l o w i n g  t a x a b l e  y e a r s  a r e  r e q u i r e d  t o  e l i m i n a t e  from 

t h e i r  d e d u c t i o n  f o r  s a l a r i e s  and  wages  p a i d  a n  amount e q u a l  t o  

t h e  c r e d i t  c l a i r n c d .  S i a c e  s a l a r y  a n d  nlngc payments  a re  d e d u c t i o n s  

i n  d e t e r m i n i n g  a d j u s t e d  g r o s s  income,  and  Montana a d j u s t e d  g r o s s  

i nccme  is  d e t e r m i n e d  by  r e f e r e n c e  to F e d e r a l  a d j u s t e d  g r o s s  income,  

t h e  t e c h n i c a l  r e su l t  i s  t o  r e d u c e  t h e  t a x p a y e r ' s  !Jontana s a l a r y  
I 

and  wage d e d u c t i o ~ i  b y  t l ~ c  same nmo;lnt a s  r c q u i r e d  for F c d e r a i  t a x  

pUr['GSCS. 
-.. 



A d m i n i s t r a t i v e l y ,  w e  h a v c  been a l lo \v ing  tile i u i l  salary 

a n d  wage d e d u c t i o n ,  b u t  s e v e r a l  o t h e r  s t a t e s  f a c i n g  t h o  same 

p r o b l e m  h a v e  t a k e n  t h e  v iew t h a t  t a x p a y e r ' s  l o s t  t h e  s a g e  

d e d u c t i o n  t o  t h e  same e x t e n t  a s  p r o v i d e d  f o r  F e d e r a l  Income 

Tax p u r p o s e s .  F o r  t h i s  r e a s o n ,  w e  b e l i e v e  t h e  l a w  s h o u l d  be  

changed a s  p r o v i d e d  i o r  i n  s u b s e c t i o n  ("I) o f  t h i s  b i l l .  Do ing  

so  ail1 a s s u r e  Montana t a x p a y e r s  t h a t  t h e y  w i l l  c o n t i n u e  t o  b e  

e n t i t l e d  t o  a f u l l  d e d u c t i o n  f o r  s a l a r i e s  and  wagcs .  - 
T h i s  b i l l  w i l l  h a v e  no e f f e c t  on n d n i n i s t r a t i v e  c o s t s .  

I t  w i l l  i n c r e a s e  r e v c n u c  by a n  amount e s t i m a t e d  n o t  t o  e x c e e d  

$50,000 p e r  annum. 



THE EFFECT Oh' MCM"ANA T-4X LIABILITY OF CLAIMING TFIE JIBS TAX CREDIT OR TXE 
TAmGETED JOBS CREDIT ALLO!ED FOR FEDERAL INCG&E TAX PUWGSES. 

Salaries and wages paid are a deduction i n  determining Federal Incone Tax 
adjusted gross ificome. Under the provisions of the Internal Revenue Code i n  
effect for  the years 1977 through 1981, i f  the taxpayer claims the Jobs Tax 
Credit for 1977 and 1978 or the Targeted Jobs credit  for subsequent years, he 
must reduce his  salary a ~ d  wage deduction by the amomt of credi t  claimed against 
Federal Income Tax l i ab i l i t y .  

Inasmuch as  Montana Income Tax adjusted gross income i s  the taxpayer's 
Federal Income Tax adjusted gross income (sub j ect  to  modifications not pertinent 
to th i s  explanation), when taxpa:,'-.r claims the >:dbs Tax Credit or the Targeted 
Jobs credit  on his  Federal returr the blontana IL.+X authorities could r e s t r i c t  
the Montana salary and wage dedfiL.,,on t o  the m i m t  allowed for  Federal Income 
Tax purposes. The Montana Departxent of Revenue has not done so, but other 
s ta tes  have, and the law should be clarif ied to  clearly permit the f u l l  salary 
and wage deduction in  the absence of comparable Montana tax credits .  

The following schedule i l lus t ra tes  the effect  of claiming a $5,000 Jobs 
Credit for Federal Income Tax purposes, i f  Montana were t o  follow the l e t t e r  of 
the Federal law i n  allowing the salary ar,d wage deduction: 

Actual Tax Return 
Yet Met 

Prof it Prof it 

Net income before deduction for 
salaries and wages $ 50,000 $ 50,000 

Less - - deduction for  salaries 
and wages paid 

True net prof i t  $ 25,000 

Net prof i t  for Federal and bbntana 
income tax purposes 



l t . -  , , ~ , L I I  , 7 3 t;~>,yp.~.cr :,:i.d !::i:; r c c ~ i ~ ~ , . : , ~ l  Iy-;:-y-:.l scCcl,:;icnZ i::.:,,.,~:; , : , : > c ~  - -,- ' - . I I .  
L-- L" . ' L L , C )  . , -1 .;ui)j sc ted  t o  t z - <  iL?;i;?,,- t ; . . ~  ~ ; ~ c c ; : : J  ;c!l ->-d:. ;‘ :.Jvc".. ,:;;;c&l, - r.(2cj:sL: . . ;:--i,L;,;.A . ,  , , - -;- 

. . - 
Fe3er.3 1 Income Tax piq:oses, thr? t r-;!.~iu--t i .s r l 2 i:! i r;a:cd fr3r:i gr;.;.; Inco:.,s 
" .. c.~ri-\,?i;;z a t  adjusteli gross incolne ::c:~orrc,J Gi', !>is Fcsz~-aL ij-::o:-:c 'Tau re tu rn .  
Inasmch a s  tila Jiontnna 1r;coi;l.c TLY i;l:; Jcc':~ TIC-,:. y : . w i d ~  3 s;)cci;11 r.,ti;~J ;G:' 

7 - tasir.2 l.;l!lp- sun settlcrlicrlt inccze , 311d ,\bntn:n zcj :!sti.:d g-~-c-;s i.n~s:.: : i s ,  by 
m Icznl d - f i ~ l i t i o n ,  tllc t;?~>?j3ycr's Fcdcral Incorac i:n. zdjustcci  XI-3';s i i l ~ ~ : . ; ~  . . jsubj czt t o  modifi.cclti oil5 17'3 t : ? p ~ ~ l i  cnb1.e ti:, :!)is L ;  : ~cilssi.~.ir.i) , :L.L;:::.)-s:L~~ sc tc  ic.:r,cnt 

inco!ne e s c q e s  tasat iorl  un;!cl- tlle ,\b;itmln Tncsii:~. 'i.:rs Lxrc Sf t!:c tl;?:r.:>.ycr e l e c t s  
to j ; 3 ~ ~  t h a t  incciil~ t ~ : < z d  U!?.~CI-  ti;^ sljcci:il 1prl-y23y z\.cr.>,- c.s klg ~xL~!o< $ 0 ~  Yed2r21 
Income Tzx p u q o s e s  . 

Gross income 
Deduct - - ;L.l.Li~ , .  .-?, sag scttlen!;.nt 

ii;corr;e i\rl~isll taxpayer e l e c t s  to 
?lave taxed under thz  ten-year 
averaging nc t!md 10. ilci) 

Aclj us ted gross  inco:xe i ccludcd i n  
determining tax  1 ia ; ; i l i ty  i=cier 
the  regu la r  tax r a t e  t ab l e s  $ 2(!,00(! 

Lurilp- sun s e t ?  1 er;lcnt income taxed 
m d z r  spec ia l  provisions of 
the  I n t e l x l  Rcvcn~c Codc 

Total  inco11:e ir.cluiled i n  
detel-inini11g tax l i a b i l i t y  



?res iden t  MR. ............................................................. 

Ta.xat-,ior. ........................................................................................................................................................ We, your committee on 

House Joint EesoLution 10 having had under consideration ............................................................................................................. Bil l  No. ................. 

."  oiouse 3c i : l t  Xesoiutiun 10 ............................................................................................................ ................... Respectfully repcrt as follows: That Bill No 

S T i l T E  PUS. C O .  
Helena, Mont. 

;S7x4 ..'A,...r'~.'~.'-'G..~~,..............."'...."........"....."...."'.......... 
AIL l iJrbalq. - Chai rman.  



rn + axation 
........................................................................................................................................................ We, your committee on 

I:on,;c 12 8 having had under consideration .................................................................................................................. Bil l  No. ................. 

l-iouse 123 Respectfully report as follows: That ........................................................................................................ Bill No ................... 

S T A T E  PUB. C O .  
)-lel?rla. M o n t .  



-;.-' 

Ere5 ident MR. .............................................................. 

Tnxn tiorr We, your committee on ................................................................................................................................................... 

.... having had under consideration .......................................................................................... 8 . .  Bill No. .... 72 ........ 

I 

Eouse 72 
Respectfully report as follows: That ............................................................................................................ i3ill No ................... 

STPTE PUB. CO. 
H r l e l a ,  M o l t .  

,--rr-., .......................................................... Jz;;:.-7;;... idLL eilaD - 
Ciiairrnan. 



. . 
E a c h  Day Attach to M i n u t e s .  

----- 

NAME ?I<CSENT I- ABSENT 

-- 

SEN. GOODOVER ( V i c e  C h s i r n ' i n )  

SEN.  BROWN 

EXCUSED 

/ 
J 

a 

S E N .  HAGER 

S E N .  PIIiNLEY 

SEN. M A N N I N G  

SEN. FlcCOLLUM 
* 

SEN. NQRIbIAN 

SEN.  ROSKIE - -- 

SEN. SEVERSON 

SEN. TOWE 
---- . 

SEN.  WATT 

CHAIFi?UN TURNAGE 

/ 

J 

J 
-- J -- 

/ 

I 

- - 

-- ,- 

----- 




