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A meeting of the House Taxation Committee was held on Wednesday,
April 1, 1981 at 10:00 a.m. in Room 102 of the State Capitol. All
members were present except Rep. Neuman, who was excused, and Reps.
Harrington and Vinger, who were absent. EXECUTIVE ACTION was taken

on HOUSE BILLS 160, 27 and 852 and HOUSE JOINT RESOLUTIONS 57 and
61.

HOUSE BILL 852 was discussed. Rep. Nordtvedt submitted that this
should be one of the variables available in the Highway Program fund-
ing package. He moved that the bill DO PASS.

Rep. Harp made a substitute motion of DO NOT PASS. He submitted that
the industry had already taken a $4 million increase in their costs
and supported this and he didn't feel it would be fair to pass this
bill in light of that. This increase doesn't correlate with the
other things the Legislature is trying to do.

Rep. Asay submitted that the cost of the highways should be more
evenlyborne by all users and not just the transportation industry.
He thought the increase in the fuel tax was justified but in light
of that, this bill wasn't justified.

Rep. Roth submitted that this bill provided for a pretty fair use tax.

These trucks are operating for profit and -they should be made to pay
their due share.

Rep. Oberg said that the railroads were driving the trucking business
out of the Highline. He felt that an increase at this time would

make things that much more difficult and the farmer would be the one
who would suffer. The bill for overweight fees has been signed by the
governor and this will have a big impact on the industry. The cumula-
tive effect of all the increases would be too much for the industry

to absorb gracefully.

Rep. Williams rose in support of the substitute motion. There has
been considerable legislation providing a tax incentive to help busi-
ness and this bill would be a dearth to business in Montana. Also,
at present the trucking industry is being depended almost wholly on
to take local freight hauls.

On the average this bill would mean a $20 - $25 increase in fees to
the farmer.

Rep. Brand said that a weight/distance tax was needed. What is being
done at present is not rational. Many people in the trucking industry
are disturbed the most by the fact that the people licensed in Montana
are paying the taxes but the people coming from out of State are taking
advantage of the situation. He stressed that this needed to be ad-
dressed. Those coming through Montana seem to have some kind of a
hotline whereby they avoid the weigh stations. He submitted that a
law where everybody would have to pay their fair share was needed.
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Rep. Harp said when someone is coming into another State, they used
a "trip lease;" however, those people are paying for the GVW's who
sell the trip leases.

Rep. Williams asked Mr. Havdahl, Montana Motor Carriers, if, generally
speaking, the chances for abuse were slim. Mr. Havdahl said Rep.
Williams was correct and the problem that Rep. Brand was addressing
was a different one. Taxes on trucks are paid on the basis of mile-
age. On the registration on the GVW fees, Montana is the member of
the International Registration Plan. This means that all trucks
domiciled in other States pay their share to Montana based on the mile-
age they travel in Montana. He pointed out that there had been an in-
crease in income from GVW fees because of this. This increase is
projected. to continue. As far as permits, he said Rep. Williams was
correct that once in a while these people do get by, but this isn't
the usual case.

The gquestion was called for on the motion of DO NOT PASS; motion
carried with Reps. Nordtvedt and Roth opposed.

Rep. Dozier moved that HOUSE BILL 27 DO PASS. It was pointed out that
the bill had been amended on March 27th, see Exhibit "A." The question
was called for; motion carried unanimously.

Rep. Zabrocki then moved that HOUSE JOINT RESOLUTION 61 DO PASS. Rep.
Nordtvedt proposed some amendments; see Exhibit "B." He felt that the
- Revenue Oversight Committee should be: the proper Committee to do the
study. He stressed that the study wasn't of local government in gen-
eral but of the fiscal condition of local government.

Rep. Dozier said that the Revenue Oversight Committee's prime con-
sideration was to the State and it was his feeling that a Committee
to deal strictly with the local government problem would be more proper.

Rep. Williams said he saw Rep. Dozier's concern, but the Oversight
Committee should be able to do the job. Another advantage to putting
the Resolution into the Oversight Committee was that its chances of
taking place would be increased. He pointed out that the Oversight
Committee was much better equipped to do the job than an interim Com-
mittee was. '

The question was called for on the amendments; motion carried unani-
mously.

Rep. Harp then moved that HOUSE JOINT RESOLUTION 61 DO PASS AS AMENDED.
Rep. Nordtvedt moved that the word "interim" be @ticken wherever ref-
erence was made to the Revenue Oversight Committee. o

The question was called for; the motion of DO PASS AS AMENDED carried
unanimously.

Rep. Dozier then moved that HOUSE JOINT RESOLUTION 57 DO PASS. Rep.
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Williams was concerned that the Resolution specified that a business
and occupational license tax be the replacement revenue. He didn't
feel the Revenue Oversight Commitee should be limited in this way.

Rep. Underdal suggested that the Resolution be amended to include
other tax options. Rep. Williams said he would like language that
didn't specify any kind of tax in particular. Rep. Nordtvedt sug-
gested that after the word"feasibility" on line 6, "of alternatives
to the present property tax system " be inserted. Rep. Williams rose
in support of the amendment.

Rep. Sivertsen felt that this would be going beyond the intent of the
Resolution. Rep. Oberg submitted that this was covered in HJR 61l.

Rep. Devlin made a substitute motion that the Resolution DO NOT PASS;
motion carried with Reps. Harp and Neuman opposed.

HOUSE BILL 160 was considered again. Rep. Nordtvedt submitted that
the bill should be passed out of Committee. Rep. Harrington moved that
the bill DO PASS. Rep. Williams said he preferred HOUSE BILL 34.

Rep. Sivertsen felt that this Committee should do its work and shouldn't
let someone else make the decisions. He submitted that the Committee
had decided already that HB 34 was the better bill and felt this de-
cision should stand.

Rep. Harrington submitted that HB 34 was bogged down in the Senate and
that was why the veterans wanted this bill to go over there.

Rep. Oberg said that as he saw it, this bill was strictly an honorarium.
The reason behind giving a tax break was more than an honorarium; it
also recognizes that the disabled veterans' income possibilities are
reduced and that is why property taxes are reduced. However, the
veteran who still has a large income ghouldn't get this break.

Rep. Nordtvedt was opposed to leaving the bill in Committee.

Rep. Hart said that the veterans shouldn't be penalized for going out
and making money and therefore she was in favor of not having income
limitations.

Rep. Nordtvedt agreed with this. If a tax break is given and it is
based on income, in effect a high marginal tax rate is being created

on these peoples' low income. A tax break works just like a tax; if

it is based on income. When a benefit that is independent of income

is given, a disincentive to supplement the income sources by more effort
is not made.

The question was called for on the motion of DO PASS; motion carried
14 - 4; see roll call vote.

The mgeting was adjourned at 10:50 a.m.
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Rep. Ken Nordtvedt, Chairman

-



HOUSE BILL NO. 27

l. Title, line 5.
Following: "TAX"
Insert: “BASE"
Following: "TO"
Strike: "S$1,200"
Insert: "S1,000"

2. Title, line 6.
Following: line 5

Strike: "15-30-112, MCA"
Insert: "1, 3, AND 5 OF INITIATIVE NO. 86 AND SECTION 9,

CHAPTER 689, LAWS OF 1979; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE"

3. Page 1, line 9.

Following: line 8
Strike: Section 1 in its entirety
Insert: see attached



"SECTION le SECTION 1 OF INITIATIVE NOs 86 IS AMENDED

"Section le Section 15-30-101y MCAs is amended to
read:

"15-30-101le Definitionse For the purpose of this
chapters unless otherwise required by the contexts the
following definitions apply:

{l) "Base year structure® means the following elements
of the income tax structure:

" {3) the tax brackets established in 15-30-103, BUT
UNADJUSTED _BY SUBSECTION (2)y in effect on January-iy-1986
JUNE 30 OF THE TAXABLE YEARj;

{b) the exemptions _contained in 15-30-112» BUT
UNADJUSTED BY SUBSECTIONS (7) AND (8)s in_effect on January

{c) the maximum_ standard deduction_  provided in
15-30-122s BUT__UNADJUSTED BY SUBSECTION (2)s in effect on
dJanuary—1vy-1986 JUNE_30 OF _THE TAXABLE YEAR.

{2) ™Consumer price_index" means_ the consumer_price
indexy United States city averages for all itemse using the
1967 base _of 100 as published by the_ bureau_ of labor
statistics of the UsSe department of l1abore

+t3(3) "Department® means the department of revenuee

t2¥(4) "Oividend" means any distribution made by a
corporation out of its earnings or profits to 1its
shareholders or memberssy whether in cash or in other
property or in stock of the corperations other than stock
dividends as herein definedes "Stock dividends™ means new
stock issuedy for surplus or profits capitalizeds to
shareholders in proportion to their previous holdingse

£t33(5) "fFiduciary"” means a quardians trusteey
executorys administrators receivers conservators oOf any
persons whether individual or corporates acting in any
fiduciary capacity for any persons trusts oOr estatee.

t49{6) "Foreign country"™ or "foreign government”™ means
any ~ jurisdiction other than the one embraced within the
United Statess its territories and possessionse

+53(7) "Gross income" means the taxpayer®s gross
income for federal income tax purposes as defined in section
61 of the Internal Revenue Code of 1954 or as that section
may be 1abeled or amendedy excluding unempl oyment
compensation included in federal gross income under the
provisions of section 85 of the Internal Revenue Code of
1954 as amendede

(8) "Inflation factor®” means_a_number determined for
each_taxable year by dividing the consumer price _index for
June of _the taxable _year by the consumer price_index for
Juney 1980.

t63(9) “Information agents”™ includes all individualsy
corporationsy associationsy and partnershipses in whatever
capacity actinge including lessees or mortgagors of real or
personal propertys fiduciariess employerss and all officers
and employees of the state or of any municipal corporation
or political  subdivision of the states having the controly,
receipts custodys disposals or payment of interesty renty
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salariess wagessy premiumsy annui tiesy compensationss
remunerationss emolumentss or other fixed or determinable
annual or periodical gainsy profitss and income with respect
to which any person or fiduciary is taxable under this
chapters.

+¥3(10) "Knowingly” is as defined in 45-2-101.

{83(11) *Net income" means the adjusted gross income of
a taxpayer less the deductions allowed by this chaptere.

t94(12) *"Paid"s for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms "paid or incurred” and "paid or
accrued” shall be construed according to the wmethod of
accounting wupon the basis of which the taxable income is
computed under this chaptere

t163(13) "Purposely"™ is as defined in 45-2-101.

t13r{14) "Received"s for the purpose of computation of
taxable income under this chaptery means received or accrued
and the term "received or accrued® shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chaptere

t+23(15) "Resident”™ applies only to natural persons and
includesy for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domiciled in the state of
Montana and any other person who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewheree.

t133(16) "Taxable income®" means the adjusted gross
income of a taxpayer less the deductions and exemptions
provided for in this chaptere.

" 4143 (17) "Taxable year"™ means the taxpayer®s taxable
year for federal i1ncome tax purposese

15y (18) *"Taxpayer"™ includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.®™®

Section 2. Section 3 of Initiative Noe. 86 is amended
to read:

“Section 3. Section 15-30-112y MCAs is amended to
read:

"15-30-112. Exemptionse ({1l) " Except as provided 1in
subsections (7) and _(8)vy in the case of an individuals the
exemptions provided by subsections (2) through (6) shall be
allowed as deductions in computing taxable incomee

(2) (a) An exemption of $888 $1,000 shall be allowed
for taxable years beginning after December 31y 1978y for the
taxpayere

{b) An additional exemption of $8680 $1,000 shall be
allowed for taxable years beginning after December 31y 1978,
for the spouse of the taxpayer if a separate return is made
by the taxpayer and if the spousey for the calendar year in
which the taxable year of the taxpayer beginss has no gross
income and is not the dependent of another taxpayere

(3) (3) An additional exemption of %8686 $1,000 shall
be allowed for taxable years beginning after December 31y
1978, for the taxpayer if he has attained the age of 65
before the close of his taxable yeare.

(b) An additional exemption of $868 $1,+000 shall be
allowed for taxable years beginning after December 31y 1978y
for the spouse of the taxpayer if a separate return is made
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by the taxpayer and if the spouse has attained the age of 65
before the close of such taxable year ands for the calendar
year in which the taxable year of the taxpayer beginss has
no gross 1income and 1s not the dependent of another
taxpayere

(4) (a) An additional exemption of $866 $1,000 shall
be allowed for taxable years beginning after December 3ly
1978y for the taxpayer if he is blind at the close of his
taxable yeare

{b) An additional exemption of $888 $1,000 shall be
allowed for taxable years beginning after December 31y 1978,
for the spouse of the taxpayer if a3 separate return is made
by the taxpayer and if the spouse is blind ands for the
calendar vyear in which the taxable year of the taxpayer
beginsy has no gross income and is not the dependent of
another taxpayere For the purposes of this subsection
(4){b)+ the determination of whether the spouse is blind
shall  be made as of the close of the taxable year of the
taxpayery except that if the spouse dies during such taxable
years such determination shall be made as of the time of
such deathe

(c) For purposes of this subsection (4)s an individual
is blind only if his central visual acuity does not exceed
207200 in the better eye with correcting lenses or if his
visual 3acuity is greater than 20/200 but is accompanied by a
limitation in the fields of vision such that the widest
diameter of the visual field subtends an angle no greater
than 20 degrees.

(5) (2a) An exemption of $868 $1+000 shall be allowed
for taxable years beginning after December 31s 1978y for
each dependent:

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $868
$1,000; or

{ii) who is a child of the taxpayer and who:

(A} has not attained the age of 19 years at the close
of the calendar year in which the taxable year of the
taxpayer begins; or

(B) 1is a studente.

{b) No exemption shall be allowed wunder this
subsection for any dependent who has made a joint return
with bhis spouse for the taxable year beginning in the
calendar year in which the taxable year of the taxpayer
beginse.

{(c) For purposes of subsection (5)(a){ii)s the term
"child" means an individual who is a sons stepsons daughterys
or stepdaughter of the taxpayere

{d) For purposes of subsection (5)(a)(i1)(8)s the term
"student™ means an individual whoy during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

(1) is a full-time s tudent at an educational
institution; or

{(ii) is pursuing a full-time course of institutional
on—-farm training under the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a statee For purposes of this
subsection (5)(d)(ii)sy the term "educational institution*
means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
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a regularly organized body of students in attendance at the
place where its educational activities are carried One

{(6) 1In the case of a nonresident taxpayers the
exemption deduction shall be prorated according to the ratio
the taxpayer®s Montana adjusted gross income bears to his
federal adjusted gross incomee

(7) For taxable years beginning after December 31,
1978y and before January ly 1981, the amount allowed as a
deduction in subsections (2) through (6) shall be adjusted
as provided under section 9s Chapter 698, Laws of 1979 AS
AMENDED BY THIS ACT.

{8) _For_ _taxable _years_ _beginning _after December 31y
1980y _the departments by November -1 of each years shall
multiply all the exemptions provided in this section
unadjusted by subsection (7) by the inflation factor for
that taxable year and round the product to the nearest $10.
The resulting adjusted exemptions are effective for_ that
taxable vyear and_ shall be wused in calculating the tax
imposed in_15-30-103.""

Section 3. Section 5 of Initiative No. 86 is amended
to read:

"Section 5« Section 15-30-142y MCAsy is amended to
read:

"15-30-142. Returns and payment of tax —— penalty and
interest -- refunds —-- creditse (1) Every single individual
and every married individual not filing a joint return with
his or her spouse and having a gross income for the taxable
year of more than 4$948 $1+180s as adjusted under the
provisions _of subsection__(7)s and married individuals not
filing separate returns and having a combined gross income
for the taxable year of more than $1+888 $2+4360s as_adjusted
under _the provisions of subsection {7)s shall be liable for
a return to be filed on such forms and according to such
rules as the department may prescribes The gross income
amounts referred to in the preceding sentence shall be
increased by %5880 $1,0009 as adjusted under the provisions
of 15-30-112(7) and_(8)y for each additional personal
exemption allowance the taxpayer is entitled to claim for
himself and his spouse wunder 15-30-112(3) and (4)e A
nonresident shall be required to file a return if his gross
income for the taxable year derived from sources within
Montana exceeds the amount of the exemption deduction he is
entitled to claim for himself and his spouse under the
provisions of 15-30-112(2)s (3)s and (4)e as prorated
according to 15-30-112(6).

{2) 1In accordance with instructions set forth by the
departments every taxpayer who is married and living with
husband or wife and is required to file a return mays at his
or her options file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductionse If a joint return is mades the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and severale. If a
joint return has been filed for a taxable years the spouses
may not fFile separate returns after the time for filing the
return of either has expired unless the department so
consentse

(3) If any such taxpayer is unable to make his own
returny the return shall be made by a duly authorized agent
or by a gquardian or other person charged with the care of
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the person or property of such taxpayere

(4) ,“A11 taxpayerss including but not limited to those
sub ject to the provisions of 15-30-202 and 15-30-241s shall
compute the amount of income tax payable and shalls, at the
time of filing the return required by this chapters pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in  15-30-241; providedsy howeveres the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the amount of income tax as
computedy the taxpayer shall be entitled to a refund of the
excesse

(5) As soon as practicable after the return is filedy
the department shall examine and verify the taxe

" (6) If the amount of tax as verified is greater than
the amount theretofore paids the excess shall be paid by the
taxpayer to the department within 30 days after notice of
the amount of the tax as computeds with interest added at
the rate of 9% per annum or - fraction thereof on the
additional taxe In such case there shall be no penalty
because of such understatements provided the deficiency 1is
paid within 30 days after the first notice of the amount is
mailed to the taxpayere

{1) By November 1 of each years the__department _shall
multiply the minimum__amount of gyross income necessitating
the filing of a return_ by the inflation factor for_ the
taxable yeare. These adjusted_amounts_are_effective for that
taxable years and persons having Qgross incomes less than
these adjusted amounts are not required to file a returne™™

Section 4. Section 9¢ Chapter 698y Laws of 1979 1s
amended to read:

"Section 9. Deductions for exemptions i1n 1979 and
1980. t#¥ The exemption amounts allowed 1in 15-30-112 are
increased for taxable vyears beginning after December 3l»
1978y and before January 1y 1980y by $50 for—-esach-—$2+5
mitttion——by-—-whieh-the-generalt-fund—batancer-as-certrfied-by
the—-director-of-the--department-—-of-—admintrstratrton-——to-—the
director——of——the-department-of-revenveyr—exceeds—$ts—mitldtron
8s-of-June—-38vy-15¥F9 and for taxable years_beginning _after
December 31y 1979y _and before_January 1l 1981s by $250.

1Z23--Fhe—exemptton-—-amounts——alttowsd—in—-15-36-112-are
tnereased-for—-taxable-years—bdeginning-—after——Becemter--3ty
19¥9vy--and-—-before~-—Janvary——tv--1961tvy-——-by—-$56-for-each-5$2+8
mitrton-by-which-the-genera¥-fund-batancey-as——eertified-—-by
the-—-director-—of-—the--department—of-admitnistration-to—the
director-of-the-department-of-revenuney-exceeds——$i3—miitten
as-of-dune-36y-1980«"

SECTION S« EFFECTIVE DATE. THIS ACY IS EFFECTIVE ON
PASSAGE_AND_ APPROVAL."




4
, 1. Title. A3T7e=%%
Following: line 5
Strike: "ASSIGNMENT OF AN INTERIM"
Insert: "THE REVENUE OVERSIGHT"
2. Page 1, lime—t6- 2X. Page 1, line 17.
Following: 1line 15 ﬁ? Following: "that"
: et . "
Strike: ‘"overly" Mﬂ,/wM’”” Insert: "in many cases
-~ MWM/
%. Page 1, line 22.
Following: "in"
Strike: ‘"revenue available"
Insert: "the tax base”
§. prage 2. line 11.
Following "that"
Strike: "an interim committee be"
Insert: "the Revenue Oversight Committee is"

é, Pace 2, line 24.

Following: "the"
Strike: "interim committee"
Insert: "Revenue Oversight Committee

?E Page 3, line 4.

Following: "that thé&"
Strike: MTinterim committee "
Insert: "Revenue Oversight Committee"



