MINUTES OF THE MEETING
TAXATION COMMITTEE
50TH LEGISLATIVE SESSION
HOUSE OF REPRESENTATIVES

February 19, 1987

The meeting of the Taxation Committee was called to order by
Chairman Ramirez on February 19, 1987, at 8 a.m. in Room
312B of the State Capitol.

ROLL CALL: All members were present. Also present was Dave
Bohyer, Researcher, Legislative Council.

CONSIDERATION OF HOUSE BILL NO. 743: Rep. Walter Sales,
House District #76, sponsor of HB 743, said the bill would
cut the sale of vacant lots down to twelve months.

PROPONENTS OF HOUSE BILL NO. 743: John Lawton, City of
Billings, explained that the bill addresses delinquent
SID's, because although many subdivisions fail, interest
must still be paid. He said, right now, taxpayers end up
picking up these costs.

Alec Hansen, Montana League of Cities and Towns, said HB 743
is a priority for organization this session, to protect
taxpayers in this situation.

Chuck Stearns, Finance Officer, City of Missoula, told the
Committee he supports the bill, and said Missoula just took
over tax deeds for 61 lots in failed subdivisions, amounting
to $825,000. He explained that the 36 month period 1is
actually stretched out to 4 years, as November tax bills are
not certified until July of the following year.

OPPONENTS OF HOUSE BILL NO. 743: There were no opponents of
the bill.

QUESTIONS ON HOUSE BILL NO. 743: Chairman Ramirez asked for
an explanation of how the bill works. Rep. Sales replied
that when a developer can't make payments, the city can take
tax title and allow a twelve month redemption period instead
of the current 36 month period.

Rep. Asay asked if declarations of future payments would be
due immediately. Rep. Sales replied that after one
installment became delinquent, a taxing entity could call
the SID delingquent.

Chairman Ramirez asked if, under present law, there were not
an acceleration provision. Chuck Stearns replied that the
City of Missoula already has this power, which is provided
for on page 2, line 16 of the bill.
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Chairman Ramirez asked if there were any grace period. Mr.
Stearns replied that a city could pass a resolution to allow
a grace period, but Missoula has never done so. He added
that the City of Missoula requires a letter of credit or a
deposit of up to one-third of the investment, for SID's.

CLOSING ON HOUSE BILL NO. 743: Rep. Sales made no closing
comments. '

CONSIDERATION OF HOUSE BILL NO. 678: Rep. Mary Ellen
Connelly, House District #8, sponsor of HB 678, said the
bill was introduced at the request of Flathead area real
estate brokers and the City Council of Whitefish. She
explained that the bill would <change the amount of
delinquent property tax to a percentage schedule.

PROPONENTS OF HOUSE BILL NO. 678: Chuck Stearns, Missoula,
stated the bill would speed up payment of delinquent tax
bills. He said that in Missoula, 147 delinquencies were
between $1,000 and $10,000 each, of which 53 were owned by
development corporations, and 25 by developers from Las
Vegas. He added that 38% of $1.2 million in taxes billed
were delinquent in 1986.

OPPONENTS OF HOUSE BILL NO. 678: There were no opponents of

QUESTIONS ON HOUSE BILL NO. 678: There were no questions on
the bill.

CLOSING ON HOUSE BILL NO. 678: Rep. Connelly advised the
Committee the fiscal note 1indicates a positive fiscal
impact.

CONSIDERATION OF HOUSE BILL NO. 658: Rep. Red Menahan,
House District #67, sponsor of HB 658, said the bill would
establish a fee in lieu of taxes on boats, as the vast
majority of owners are not licensing their boats, in view of
the fact that it is easier to pay fines.

PROPONENTS OF HOUSE BILL NO. 658: Dave Severt, owner,
Flathead Sports, Kalispell, read from a prepared statement
in support of the bill (Exhibit #1, and provided an example
of boat taxation rates among western states (Exhibit #2).
He said the fiscal note shows a slight decrease in revenue,
but the bill makes the system equitable. Mr. Severt added
that he would anticipate that 10,000 more boats could be
registered, should the bill pass.

Tom Hanson, Canyon Ferry businessman, told the Committee
that, under the present system, it costs $600 per year to
register a $13,000 boat.
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Bruce Perry, Kim's Marina, Canyon Ferry, read from a
prepared statement in support of the bill (Exhibit #3), and
said the state is taxing itself out of the market.

OPPONENTS OF HOUSE BILL NO. 658: Todd Udack, said the bill
would reduce the wuniversity 1levy without providing an
alternative source of revenue.

QUESTIONS ON HOUSE BILL NO. 658: Rep. Ellison asked 1if
fines would be raised, should the bill pass. Mr. Severt
replied they would be.

Rep. Raney commented that one inch is not covered in the
description of boats from 14' to 14.11" and from 15' to
15.11", and suggested the bill be corrected. He asked Rep.
Menahan if the bill could be amended to establish the fee at
100% of the delinquent tax. Rep. Menahan replied that could
be accomplished.

Rep. Raney asked what the average cost of licensing a boat
is. Mr. Severt replied it runs between $200 and $400.

Chairman Ramirez asked if boats were covered in Sen. Smith's
bill. Rep. Menahan replied they are not, but include 2% on
autos and 1% on recreational vehicles. Rep. Menahan
commented that Greg Groepper, DOR, stated it costs less to
administer a fee system.

Rep. Ellison asked if boats depreciated as quickly as autos
do. Mr. Severt replied they did not, as values are much
higher.

Rep. Raney asked if there were a "blue book" for boats. Mr.
Severt replied that there are more than 800 manufacturers,
but only 60~-80 are listed in the boat blue book, but do not
include engine options. He said that since boats are not
titled it is easy to alter engine information on a bill of
sale and to pay a lower tax.

Rep. Williams asked if a minimum penalty of $50 would be
effective. Chairman Ramirez commented that the penalty for
aircraft is five times higher, in order to encourage
registration of aircraft, and asked Rep. Menahan if he would
agree to a higher penalty. Rep. Menahan stated his
agreement.

CLOSING ON HOUSE BILL NO. 652: Rep. Menahan made no closing
comments.,

CONSIDERATION OF HOUSE BILL NO. 652: Rep. John Harp, House
District #7, sponsor of HB 652, said the bill was requested
by the Office of the Governor. He explained that in April,
1986, the Governor created a revenue estimating council to
gather revenue information and to make assumptions for the
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budget. Rep. Harp advised that the Council held a public
hearing in October, 1986, and is now in need of statutory
authority.

PROPONENTS OF HOUSE BILL NO. 652: Fritz Tossberg, member,
Governor's Revenue Estimating Council, said he hoped the
Council would continue to exist to serve Montana in
cooperation with the legislative branch of government. HE
told the Committee Council estimates were within 1-2% of
revenue received, and that it is unfortunate the Council is
not in a position to make guarantees on revenue.

David Hunter, Director, Office of Budget and Program
Planning (OBPP), said the Council will provide an open
process to allow the public to participate in revenue
estimating. He urged the Committee to support the bill.

OPPONENTS OF HOUSE BILL NO. 652: There were no opponents of
the bill.

QUESTIONS ON HOQUSE BILL NO. 652: Rep. Patterson asked if a
fiscal note were needed on the bill. Dave Hunter replied
that a fiscal note had been drafted, but not approved.

Rep. Keenan stated there appears to be conflicting
information in the bill, with the section of law pertaining
to reimbursement for services. Rep. Harp replied the matter
could be discussed during executive session.

Rep. Sands asked what would happen if the Governor disagreed
with estimates of the Council. Dave Hunter replied the bill
states the Governor agrees to accept the recommendations of
the Council.

CLOSING ON HOUSE BILL NO. 652: Rep. Harp closed without
comment.

CONSIDERATION OF HQUSE BILL NO. 730: Rep. Red Menahan,
House District #67, testified in the absence of the bill's
sponsor, Rep. Bob Bachini. He said the bill would require
certification of ownership for motor boats and vessels.

PROPONENTS OF HOUSE BILL NO. 730: Dave Severt, told the
Committee 20 states title boats now,

Ken Hoovestal, said be believes boats should be titled.

OPPONENTS OF HOUSE BILL NO. 730: There were no opponents of
the bill.

QUESTIONS ON HOUSE BILL NO. 730: Rep. Hoffman asked at what
length boats or vessels would begin to be titled. Dave
Severt replied that the Coast Guard recommends beginning at
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10 feet. He added that all boats from 1974 on have
identification numbers.

Chairman Ramirez asked what administration costs would be.
Dave Severt replied that federal funds are available to the
Registrar of Motor Vehicles from the Coast Guard. Rep.
Bachini advised that start-up costs would be minimal.

CLOSING ON HOUSE BILL NO. 730: Neither Rep. Menahan nor
Rep. Bachini made closing comments,

CONSIDERATION OF HOUSE BILL NO, 716: Rep. Jan Brown, House
District #46, sponsor of HB 716, said the bill would
continue funding for the Shodair Hospital Genetic Research
Program. Rep. Brown explained that last session the program
asked for 45 cents from each health insurance policy sold,
to fund continuing research. She said the program 1is
requesting 40 cents for the coming biennium, and that she
would propose that amount be amended to 35 cents per policy.
Rep. Brown commented that Dr. Opitz is a world-renowned
geneticist, and asked the Committee to continue funding for
this research.

Rep. Brown read a letter from Blue Cross/Blue Shield, who,
she said, do not oppose the bill (Exhibit #5).

PROPONENTS OF HOUSE BILL NO. 716: Chad Smith, a Helena
attorney, told the Committee that with statistics from the
research, it is possible to reduce funding requests to two
sources, the Alan R. Litz Foundation, and the Alberta Fund.
He said 35 cents per policy would raise the $260,000
necessary to fully fund the program, and that costs for
genetically disabled persons would be reduced because of the
bill. Mr. Smith provided a letter from the Commissioner of
Insurance concerning funding of the program (Exhibit #6).

Dr. John Opitz, Chairman of Medical Genetics at Shodair
Hospital, and Chairman of the Montana Medical Genetics
Program, explained that he was awarded a study grant by the
Department of Health and Environmental Sciences (DHES). He
said HB 230 requires that certain genetic duties fulfilled
and also requires a quarterly financial report to be filed.
Dr. Opitz explained he is reluctant to come before the
Committee again, as the program was designed to be funded
for only one biennium. He added that because of the
financial bind the state is in, the program will need this
funding to complete its purpose. .

Dr. Opitz advised that in 1985 it was estimated that
national health care cost $750 per person, or a total of
$485 billion. He said those figures are $956 per person and
.$1.54 billion in Montana. He said this small tax is needed
to offset these staggering figures, which Shodair matches
with about $258,000 annually.
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Dr., Opitz read a letter from Dr. Van Kirke Nelson, President
of the Montana Medical Association, in support of the bill
(Exhibit #7).

Joan Fitzgerald, genetic counselor, Shodair Hospital,
provided a map of the areas served in the state and read
from a prepared statement in support of the bill (Exhibit
#8) .

Tanya Ask, Montana Insurance Department, also read from a
prepared statement in support of the bill (Exhibit #9) and
provided copies of a proposed amendment (Exhibit #10).

Brooks Morris, Administrative Officer, City of Helena, told
the Committee his son died at four months of spina-bifida.
He said the genetic program at Shodair provided support and
counseling, which 1lessened the emotional and economic
burden. He also shared that he now has two healthy
children, as a result of genetic testing.

Chris Pelinkady, stated she was testifying on behalf of
developmentally disabled people, for whom the program has
been extremely cost-effective.

Jerry Loendorf, Montana Medical Association, stated his
support of the bill, advising that it costs $67,000 per year
to keep a patient in Boulder state hospital.

Bill Lahring, Montana Hospital Association, stated his
support of the bill.

Marie Connelly, told the Committee her son was born without
legs, 18 months ago, that Dr. Opitz explained the medical
problem immediately, alleviating her fears. She said the
situation can happen to anyone and asked the Committee to
please fund the program.

Janice Frankino Doggett, told the Committee that she is an
attorney, wife, and mother, who underwent six weeks of
testing and counseling with her first pregnancy. She asked
the Committee to support the bill,

Barbara Booher, Director, Montana Nurses Association, stated
her support of the bill.

OPPONENTS OF HOUSE BILL 716: Tom Hopgcod, Montana Health
Insurance Association, said he questioned whether or not the
program should be supported by the general fund, or a
specific tax to insurance companies. He stated he felt
betrayed to have the bill before the legislature again, as
the program was to be sunset at the end of the current
biennium. Mr. Hopgood said more than $90,000 was collected
last year, which went to the general fund, and not to
Shodair.
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Mr. Hopgood explained that commercial insurance carriers pay
2.75% on insurance premiums, amounting to $1.2 million, or
96% of program funding, while health services carriers paid
only 50 <cents each, or $52,460, for 4% of total
contributions.

As an alternative, Mr. Hopgood advised that Blue Cross/Blue
Shield could pay for the program, and/or give the commercial
insurance carriers a credit against the premium, as
compensation. Mr. Hopgood said HB 741, sponsored by Rep.
John Harp, would impose a premium tax on health service
corporations, such as Blue Cross/Blue Shield, and would
raise $3.4 million. He said the bill allows health service
corporations and commercial carriers equality in the field,
and suggested that HB 716 be tabled until HB 741 is before
the Committee. (Exhibit #11)

Bonnie Tippy, Montana Association of Life Underwriters,
stated that the problem exists in when the situation will
end. She stated her belief that the program is worthwhile,
and said she supports HB 741. Mr. Tippy also urged the
Committee to table HB 716, until HB 741 is heard.

Ken Hassler, State Legislative Chairman for the Montana
Association of Life and Health Underwriters, said he was not
opposed to genetic research, but was concerned with industry
footing a major portion of the bill. He asked if the
Montana  Hospital Association, or any other health
organizations were willing to contribute to the program. He
stated the program is worthwhile, but needs a different
source of funding.

QUESTIONS ON HOUSE BILL NO. 716: Rep. Williams asked if the
fee were passed on to policy holders. Mr. Hopgood replied
that it is.

Rep. Raney asked if the program prevents people from ending
up in Boulder state hospital. Dr. Opitz replied that is
accomplished through genetic <counseling, testing, and
carrier diagnosis.

Rep. Patterson asked if program records are open to the
public. Dr. Opitz replied they are, and that he is required
to file quarterly reports with the state.

"CLOSING ON HOUSE BILL NO. 716: Rep. Brown stated that the
Governor's office originally deleted the program from the
DHES budget, and the legislature agreed to fund genetic
research from the general fund, but can't meet that
obligation right now because of general fund shortages. She
asked the Committee not to listen to Tom Hopgood, adding she
.did not want to ask to continue the program, but it seemed
the only option. Rep. Brown commented that to her
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knowledge, no one else has ever asked to have a program
funded in this manner.

CONSIDERATION OF HQUSE BILL NO. 667: Rep. Tom Hannah, House
District %86, sponsor of HB 667, told the Committee section
2 of the bill deals with exemptions from income tax for
in-home care of dependents age 65 or older. He said the
bill is designed for people who care for their own families
as long as they are able to do so.

PROPONENTS OF HOUSE BILL NO. 667: There were no proponents
of the bill.

OPPONENTS OF HOUSE BILL NO. 667: There were no opponents of
the bill.

QUESTIONS ON HOUSE BILL NO. 667: Rep. Raney asked how
language in the bill could be tightened up to 1limit the
exemption to families, to prevent it from becoming a
commercialized situation. Rep. Hannah replied that was his
intent.

Rep. Asay asked if the bill would apply to persons who turn
65 and remain in their own home. Rep. Hannah replied he was
not certain.

Rep. Ellison stated he liked the idea, but it looked like
the bill would need amendments.

Rep. Keenan asked what amount could be deducted for a child.
Dan Bucks, Deputy Director, DOR, replied the state personal
exemption is either $1,060 or $1,080, and that the bill
provides for twice that amount.

Rep. Williams asked if current law did not define
dependents. Dan Bucks replied there are standards in the
law for qualification of dependents. He offered to check
this information and to report back to the Committee.

Rep. Hanson asked if the fiscal note included all elderly
persons in the state. Rep. Hannah replied he did not think
so.

Rep. Williams asked Rep. Hannah if he would object to an
income cap in the bill. Rep. Hannah replied he would be
somewhat hesitant, but would go along with committee
amendments.

CLOSING ON HOUSE BILL NO. 667: Rep. Hannah made no closing
comments.

CONSIDERATION OF HOUSE BILL NO. 666: Rep. Jack Ramirez,
House District #76, sponsor of the bill, said the bill would
permit municipalities to pledge revenues other than property
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taxes to the payment of bonds issued to finance urban
renewal projects or costs thereof.

PROPONENTS OF HOUSE BILL NO. 666: John Lawton, City of
Billings, stated his support of the bill.

OPPONENTS OF HOUSE BILL NO. 666: There were no opponents of
the bill.

QUESTIONS ON HOUSE BILL NO, 666 Rep. Raney asked what
other sources of revenue could be pledged. Rep. Ramirez
replied it could be just about any, other than property tax.

CLOSING ON HOUSE BILL NO. 666: Rep. Ramirez closed without
comment.

CONSIDERATION OF HOUSE BILL NO. 703: Rep. Bob Gilbert,
House District #22, said the bill would clarify corporate
license or income tax under the water's-edge unitary tax
method. He explained the bill is bi-partisan, non-partisan
and read read from a prepared statement on the bill (Exhibit
$11).

Rep. Gilbert stated this legislation would allow Montana to
be competitive with other states and is, therefore, a very
important bill, deserving to be studied closely. He added
the bill would lure large corporations to the state, build
the tax base, and provide jobs.

PROPONENTS OF HQUSE BILL NO., 703: George Anderson, Helena
CPA and representative of the Montana Chamber of Commerce,
provided formulas for unitary tax (Exhibit #12), and said it
is not really a unitary tax.

Mr. Anderson explained that Montana is one of three states
now retaining the world-wide method. He said South Dakota
and Wyoming don't have an income tax and read from a
prepared statement in support of the bill (Exhibit #13).
Mr. Anderson told the Committee the figures in the formulas
he presented are random numbers and don't pertain to
anything in particular. He said that with the Montana
unitary method, U.S. parent companies with subsidiaries all
over the world must include those subsidiaries and,
conversely, a foreign parent company would not have to
include parent company income.

Mr. Anderson pointed out that this method discriminates
against U.S. business, and said he does not believe the
unitary method is fair, adding Montana should not tax income
from other jurisdictions. He said companies have presently
agreed to accept the water's-edge method, or to continue
.with the world-wide method. Mr. Anderson explained he
doesn't believe companies will flock to Montana, but it
would provide a chance to talk to business. He said
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Colorado got Texas Instruments because it got rid of its
unitary tax.

Fred Ferguson, Vice President of the Council of State
Chamber's of Commerce, told the Committee he works with the
national committee on state taxation, and would address why
business doesn't 1like the unitary tax. Mr. Ferguson
explained the tax creates distortion, via a shift of income,
and referred to Mr. Anderson's formulas, which assume all
factors produce equal profitability and use an accounting
process which carries assets on the books from the date of
purchase.

Mr. Ferguson said the distortion works both ways, allowing
taxation people to sit down with plant people or management,
and when large profits occur, taxes increase under the
unitary method. He stated the Japanese have a prohibition
against states using the world-wide method, as do the
British., He cautioned the Committee that the water's-edge
method works if the right "edge" is established, and if not,
the situation would worsen, creating a greater gap.

Mr. Ferguson advised that HB 703 is a fair and equitable
bill, first passed by the State of Idaho, and treats all
corporations on the same basis. He said the legislation is
compatible with Idaho, North Dakota, Utah, Colorado, and
Nebraska, and commented that Nevada, South Dakota, and
Wyoming do not use the unitary method.

Mr. Ferguson said he didn't recommend Montana do what
California has done, because it is not in a position to be
that competitive. He told the Committee that, in Sen.
Baucus' meeting with larger corporations, he found those
corporations like Montana, but not its tax situation. Mr.
Ferguson said Sen. Baucus stated Montana should not
discriminate against corporations. He added that Digital
Equipment and Micro Development companies stated that if
Montana were to change this tax law, they would be far more
inclined to look at Montana for business.

George Bennett, Helena attorney, representing National Cash
Register (NCR), told the Committee he began working with DOR
30 years ago, and has spent the past 15 years heavily
involved in corporate disputes over unitary tax, comparable
only to anti-trust suits. He said the unitary tax,
world-wide method needs to be addressed.

Mr. Bennett stated NCR competes with foreign corporations
and is presently in litigation, He explained NCR has
foreign subsidiaries for which DOR does not consider payroll
and equipment, causing the company to be non-competitive
with foreign parent companies who have subsidiaries in
Montana. He advised that if the Committee wants to let
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corporations know the state is willing to abandon the
world-wide method, it will pass HB 703.

Ward Shanahan, Helena attorney, told the Committee he has
two unitary tax appeal suits pending now, and urged the
Committee to support the bill.

Dennis Burr, Montana Taxpayers Association, said he
supported the bill as it treats domestic corporations the
same as foreign corporations.

Bob Correa, Bozeman and Billings Chamber of Commerce,
encouraged support of the bill.,

Brian Enderle, Missoula Chamber of Commerce, said he
believes HB 703 is a reasonable compromise.

Ken Williams, Entec and Montana Power, stated his support of
the bill.

Gary Langley, Executive Director, Montana Mining
Association, said HB 703 would bring new business to the
state.

George Allen, Montana Retail Association, stated his support
of the bill.

Robert Helding, Montana Association of Realtors, stated his
support of the bill.

Sen. Larry Tveit, said the state is setting a different
course now for the direction of the state and the budget.
He explained HB 703 is one area in which to achieve positive
results,

John Cadby, Montana Bankers Association, stated his support
of the bill.

Janelle Fallan, Mont: :a Petroleum Association, stated her
support of the bill.

OPPONENTS OF HOUSE BILL NO. 703: Dan Bucks, Deputy
Director, DOR, provided information on the effect of
corporate tax rates (Exhibit #14). He said a July, 1983,
Supreme Court decision, determined the world-wide unitary
method to be fair and not distortional of income. He
explained the proposed change would result in a higher tax
burden for Montana businesses, and said that in comparing
tax rates versus value of corporations created in Montana,
overall, Montana corporations are identical to multistate
and multinational corporations.

‘Mr. Bucks explained that the world-wide method gives smaller
companies a chance to compete and showed a diagram of
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Montana products shipped to coastal ports. He said products
are loaded onto a barge, sold at an artificially low price
to island corporations, who immediately sell them to larger
corporations, allowing profits to be taken by island
corporations. He stated audits applied to a world-wide tax
properly reflect the tax in Montana. Mr. Bucks advised that
this method of shifting is called "transfer pricing”, and if
the water's-edge approach were approved, DOR would have to
audit reams of transactions to get to market value. He said
it is a huge process, and is used by the IRS, with a 3%
audit success rate. He added the GAO suggested a comparable
process similar to unitary accounting, and said the system
won't work as it relates to dividends, keeping income in
non-taxable status.

Mr. Bucks said the bill would create separate investment
incentives in favor of multistate and multinational firms
and would be discriminatory to Montana businesses via its
proposed separate accounting procedures. He explained there
are technical issues on how 80-20's are defined, and on
spread sheets for domestic disclosure, as well as for
after-tax income, which he would address during Executive
Session.

Mr. Bucks explained the amendments would require a different
approach in the bill, and that he believes the bill would
give differential treatment between Montana firms and
multistate and multinational firms. He said other states
are repealing their unitary tax and have doubled their rates
on other corporations. He stated the problem with a
world-wide unitary tax is a perception problem.

Don Reed, Montana Alliance for Progressive Policy, read from
a prepared statement in opposition to the bill (Exhibit
#15) .

QUESTIONS ON HOUSE BILL NO. 703: Rep. Raney asked if
foreign parent companies versus domestic parent companies
would compete for productivity versus taxes. Dan Bucks
replied there is not significant enough presence of foreign
parent companies in the state to be affected by what is
represented in the proposed legislation.

Rep. Harrington asked what effect the shipping of ore to
smelters outside the country would have on Montana business.
Dan Bucks replied he could not be specific without a
specific example, but there should be no effect from the
bill on that type of corporation tax.

Rep. Raney asked for a response on foreign parent companies.
Mr. Ferguson replied that DOR has its own bill to repeal the
world-wide tax, and said the difference is in how deductions
are treated. He explained that both bills begin with a U.S.
consolidated return, but the Governor's bill would tax 15%
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of foreign income and totally excludes island sales tax. He
said foreign sales corporations and domestic sales
corporations are not included in the Governor's proposal
either, and stated he is not certain if these differences
are intentional or accidental. George Anderson commented
that the Governor's bill, HB 307, would drive away companies
that HB 703 is attempting to attract.

CLOSING ON HOUSE BILL NO. 703: Rep. Gilbert advised that
the $86 million presence of multinational corporations has
brought income to Montana, which means property tax and
sales income, as well as jobs for Montana. He explained
that, of the three remaining states without a unitary tax,
five have no sales tax.

Rep. Gilbert asked why the majority is wrong and DOR is
right, adding he believed the state had everything to gain
and nothing to lose. He told the Committee they must
remember large business creates small business, and said
income tax is not the most important source of income to the
state.

ADJQURNMENT : There being no further business before the
Committee, the meeting was adjourned at 11:55 a.m.

atixe Jack Ramifgez,

Rép esent
h#Zirman



DAILY ROLL CALL

4OUSE

TAXATION

COMMITTEE

50th LEGISLATIVE SESSION -- 1987

Nt RS

L

L R

———— < S

=l

Date oI/7-§7
ez | " “Presexr | amsenr | EXCUSED |

REP. RAMIREZ ‘{

REP. ASAY Y

REP. ELLISON v

REP. GILBERT J

REP. HANSON v

REP. HARP v

REP. HARRINGTON v

REP. HOFFMAN v

REP. KEENAN v

REP. KOEHNKE ‘/

REP. PATTERSON v

REP. RANEY S

REP. REAM ' v
REP. SANDS \/

REP. SCHYE J

REP. WILLIAMS J

Cs-30




STANDING COMMITTEE REPORT

Fsbroary 290 19_87
Mr. Speaker: We, the committee on ZOUSE TAXATIOH
3 )
report_____ HOUSE BILL x0. (56
£Xdo pass (] be concurred in (J as amended
(] do not pass UJ be not concurred in (J statement of intent attached
Pepresentative Jack Ramirexhairman
i}
/’\ S 3 ///‘
eV
A/ &
PIRST A w3ITE
readingcopy (")

cotor



STANDING COMMITTEE REPORT

February 29 19_87
Mr. Speaker: We, the committee on HOUBZ TAXATIOW
report______ BOGBE BILL ¥WO. 6%2
XX do pass i (J be concurred in XX as amended
(J do not pass () be not concurred in [J statement of intent attached

Representativa Jack Ramirez, Chairman
Be amendad as follows:

1. Page 2, liae 1
Following: “analyst.”
Insert: “The council shall prepare and subnit any revisions to
its estizates a3 1t considars necessary until the
legislature adopts a budget for the following biennium.®

Ny
27K

71asT : WHITE
reading copy (

—)

color



Hathead |

PHONE (406) 755-8767 . 2307 HW Y. 93 SOUTH . KALISPELL, MONTANA 539901
February 19, 1987

MR, Chairman and Members of the Committee:

We need boat titles. Boat Dealers sell a $20,000.,00 boat and a $2,000.00 trailer.,
The customer can get a title for the trailer to prove legal ownership along with a
registration slip showing he paid his taxes. The information on the title is accurate.
The information on the registration slip, in most cases, is useless. I have a few
here for you to look at., I have seen some slips with wrong boat names, either wrong
or no serial number, wrong size and wrong year. There is no way that these could

be used in a court hearing.

The customer has no protection of a title document, no record or notice of
security interests in the vessel, Without proof of ownership or evidence of
liens that federal documentation provides, private small boat buyers and marine
dealers are at a great risk of unsuspectinly buying boats that can be taken away

from them because they are stolen or have a lien against them for unpaid charges.,

Titling is not another excuse for taxation. Titling is to provide the
consumer with protectionj he can title his boat but does not have to register it

if he is not going to use it.

The Wallop-Breaux act in Section 13106 (B) (8) clearly makes boat numbering
or titling programs eligible for federal funds. We can get this on computer and

have some way to trace questionable boats.

There are now 20 states that title boats and we would like Montana to be the
215tc

Thank You

Dave Seyfert
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STATE AUDITOR # 2
STATE OF MONTANA é?‘ﬁf,’

7/6

“Andrea “Andy’ Bennett

COMMISSIONER OF INSURANCE
STATE AUDITOR

COMMISSIONER OF SECURITIES

January 5, 1987

Daniel L, Yazak, D.E.D.
Administrator

Shodair Children's Hospital
840 Helena, MT 59604

Dear Mr. Yazak:

We are able to provide you with the following information in
answer to your recent inquiry concerning Genetics Program
Charge collections.

This charge is imposed on private health insurers, health
service corporations, and the state group health self-insurance

o plan at the rate of 45 cents per Montana resident insured under
any individual or group policy. Our records indicate that we
collected $344,150 under this law for fiscal year 1986, This
means that the Montana residents covered under the policies of
the reporting insurance organizations totalled 764,778.
However, due to the fact that some Montana residents are
covered under the policies of more than one insurer, this does
not mean that 764,778 Montanans had health insurance.

We have not yet made any collections for fiscal year 1987
because the charge is based on Montana residents covered as of
February 1.

If we can provide additional assistance, please contact me.
Sincerely,

Draartl EAnarn

Russell Ehman
Insurance Examiner

RE/blm(758)

Sam W. Mitchell Building/P.0O. Box 4009 /Helena, Montana 59604/ Telephone: (406) 444-2040/Toll Free 1-800-332-6148
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Once upon a time, people saved their
money to Euy a boat with the idea of
blissfully escaping the realities of mod-
ern day life. Unfortunately, buying or
owning a boat today brings with it a reality
all its own, in the form of state or county
fees, taxes, licenses, permits, and titles —
the price we pay for escape.

To find out what boat owners across the
country pay to various levels of govern-
ment for their recreation, BOAT/U.S. is
conducting a comprehensive nation-
wide survey of boating taxes and fees,
slate by state.

We began with the Western states ii-ted
below and found a broad range of regis-
tration fees, gas taxes, sales taxes and
some unusual personal property taxes.
{n upcoming issues of BOAT/U.S. Reports
we'll look at the other regions of the
country and report the boating fees for
those states as well,

Although some of the money collected
from boat ownersis used to supportstate

W»,

s,;g,&sn»- }“ }-u,

wbnsu cosrs‘pp

BOATING

boating education and safety programs,
much of the tax money generated by
boating disappears into state general
revenue coffers.

Not surprisingly, one of the least expen-
sive of these 14 states for boating is Alaska
where registrationis only $2 peryearand
the state gas tax is five cents per gallon.
Alaska, alone among the states, does not
have any formal state boating program.
Ominously, it has the highest per capita
rate of drownings in the U.S.

* The highest registration fee among these
statesis Colorado’sat $10 peryear, along
with Hawaii's at $10 per year (or a 20-
foot or larger boat, followed by New
Mexico's which ranges from $28.50 to
$51 for three years. The highest sales tax
was Washington’sat 6.5 percent and that
state’s gas tax is a whopping 18 cents
per gallon,

All of the Western states listed collect a
fueltax,and almost all return a portion of
those revenues to the state's boating

STV -_’ngré;w&u- *-. ‘ eve

POV,
program, C()lOtad() and Wyoming. Colo-

Cacep udnkd, avhiehy sy no

: 3 .V ‘ Gt ot
: ’ ey, LD .

ng ol redmpose a per-

a property tax on boats Of the 11
states surveyed that collect a sales tax,
appatently none return this money to
boating. Montana and Utah tax personal
property with “mil levies,” which are tax

rates that vary among cities.

Sixof the Westernstates alsoissue a boat
title which establishes boat ownership,
Since many of the boatregistration forms
carry limited information and are easy to
fake, the lack of uniform titling among
the states makes it easier for a con artist
to create a“paper’ boat and apply that
registration to a stolen vessel.

Inadditionto collectingregistration fees,
two states collect another yearly tax
based onthe size of the vessel. Arizona’s
“license tax” is 50 cents per foot each
year for boats up to 18 feet or 75 cents
per foot for boats over 18 feet. tdaho
levies an annual“use permit,” of §5, plus
$2 per foot for each foot over 12 feet.

BOATING FEES & TAXES — WESTERN STATES

I

BOAT BOAT STATE STATE COUNTY PERSONAL

STATE REGISTRATION FEE TITLE ISSUED  SALES TAX FUEL TAX FUEL TAX PROPERTY TAX ‘
ALASKA $6 for 3 yrs. to USCG none none S¢ per gation none some cilies

$4 peryr. noi % 13¢ per gallon® none kcense Lax: 50¢ per ft. up to
ARIZONA pery ne pers 18 ft.;75¢ perft.over 1B A,

$9 orig., $S renewal per yr.* s {included in 6% 9¢ per gallon® none none
CALIFORNIA & pery ry:gnlnhon fee) ¢
COLORADO $10 peryr. none 3% 12¢ per gailon none none
HAWAIL less lh:"n 20 “iosf:., o;;%, 0561 none 4% 11.5¢ per gallon® | 6-8¢ per gallon none

renewal; over

$8 renewal, per yr.* v

$6 for 3 yrs. none 4% 14.5¢ per galion® none annual use permit, $5, plus
IDAHO perg $2 per ft. 'l)or over 12 ‘;t
- - §

$1peryr: none none 15¢ per gallon” none 11% of market value plus :
MONTANA pery " pers focal mil levy P
NEVADA $7.50 per yr.* yes, $5 one-time fee 5.75% 12¢ per gallon® varies® by county and city

— e ——- . - mee i - — g

up 1o 16 ft, $20.50; 16-25 K1, none gross m:eupu tax, | 11¢ per gallon® none none
NEW MEXICO | $36; 2639 f1,, $43.50; 3.75% plus cities

40-65 ft, $51, for 3 years® add on
OREGON 'S?'; t“h;r‘c 913‘“.‘ ;;l 1,112 ;25 .| $7 one lime fee none 10¢ per gallon® . 1-4_:., plu; dsou)e none

s cities add on ‘

it f oveachltowczgll'mzx 1

s |SERESEIAN| mamasy |0 e | e o
H e ; OV " or '

$15, peryr.® P o
UTAH $S per yr.* s, 1975 and newer 5.75% 11¢ per gallon* none mil levies on market value
. is, $6 one-lime fee 4 . v R

$6 per yr, time | 6.5, plus cities,. | 18¢ per gallon . none - excise lax, 1/2 of 1%
WASHINGTON peryr ) yes, $5 one-time fee counu‘:s add on per & , of market value ‘

PRI S SRR {- .

$S peryr.* none 4%, plus 3% 8¢ per gallon none none
WYOMING ol i
* fees and tavey collecied go back into state hoating salety, law enfurcement o park tacilities ;.)mgumt
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Hathead {p

PHONE (406) 755-8767 ) 2307 HW Y. 83 SOUTH ) KALISPELL, MONTANA 59901
February 19, 1987

Mr, Chairman and Members of this Committee:

My name is Dave Seyfert and I am owner of Flathead Sports in Kalispell,
I have been working on this issue for 6 years now and would like to see a system

that is fair and equitable for boat registration based on a per foot system.

Recent legislation has removed from the tax rolls property that is difficult
to assess and tax uniformly; such as, household goods, solvent credits, business
inventory, light motor vehicles and motorcycles., In relation to this, we have over
800 boat manufactures in the U,S. and Canada. There is no book that 1lists all of them
with all of the different models and a fair market value for each. We all have heared
the stories of what market value is(and who is telling the story). The system we have

today is not fair and equitable across the state,

In 1984 we had 34,400 boats registered., In 1985 we had 34,622, An increase of 222
boats. 1In 1986 only 30,116 boats were registered. A decrease of 4546 from 198§, I
realize we lost 6000 people last year but I don't think that every man, woman, and‘child

owned a boat.

What is happening? Under our present system boat registration costs are increasing
every year., More and more people are opting to pay the fine rather than register
their boats. The fine runs from $10.00 to $30.00.

Flathead County has about 207 of the registered boats in Montana. I would say
that is only about 75% of the boats that should be registered for Flathead County,
based on the number of boats that go through my business. I have been told that the

unregistered boats is even higher in some other counties.

I have passed out a sheet showing what the other states around us are doing. As
you can see the states bordering us have lower registration fees and are using the per
foot system. Consequently, many people from Montana are registering their boats out

of State.,

The system we have now is not working. As you consider HB 658 please remember
that it is a fair and eqUitable'system we are concerned with., This bill will increase

registration and revenue for the State.

Thank You.

Dave Seyfert
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We the uncersigred, petition the 1937 Montana State Legislature to pass
a law wnich woul? maxe fair “he method of assessinz and taxing power
boats. Such a l&w would put Luats on a tlst rate, similar tofthe method
in whicn automitiles and otner recrealicnal verhicles are taxed.,
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REGISTERED VOTERS IN THi STATE OF MONTANA ) .

We the undersigned, petition the 1997 Montana State
Legislature to pass a law which v-nild make Tair the moethod
of assessing and taxing power boits.  Such o law woold
put boats on = flat rat:, similir ro the method in wnich

automobiles and otner rocreaticonnl vehicles are taxe .
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EGISTERED VOTERS IN THED CTATL OF AUH;AEE‘ . e
We the undersigned, petition the 1987 Montana State
Legislature to pass a law which wonld make fair the method
of assessing and taxing power boats. Cuch a law woul i
put boats on a flat rate, similar to the method in which
automobiles and other recreational vehicles are taxed.

Name Address City
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REGISTERED VOTERS IN THE STATE OF MONTANA e ?///” 7 —=

WE, THE UNDERSIGNED, PETITION THE 1987 MONTANA STATE LEGISLATURE

» TO PASS A LAW WHICH WOULD MAKE FAIR THE METHOD OF ASSESSING AND TAXING POWEF
BOATS. SUCH A LAW WOULD PUT BOATS ON A FLATS RATE, SIMILAR TO THE METHOD
INWHICH AUTOMIBILES AND OTHER RECREATIONAL VEHICLES ARE TAXED.

NAME ADDRESS CITY
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REGISTERED VOTERS IN THE STATE OF MONTANA .
WE, THE UNDERSIGNED, PETITION THE 1987 MONTANA STATE LEGISLATURE
TO PASS A LAW WHICH WOULD MAKE FAIR THE METHOD OF ASSESSING AND TAXING PO‘i

BOATS. SUCH A LAW WOULD PUT BOATS ON A FLAT RATE, SIMILAR TO THE METHOD
INWHICH AUTOMIBILES AND OTHER RECREATIONAL VEHICLES ARE TAXED.

NAME ADDRESS CITY
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REGISTERED VOTERS IN THE STATE OF MONTANA . s

4

tle the undersigned, petition the 1987 Montana State
Legislature to pass a law which would make fair the method
of assessing and taxing powep boats. Such a law would

put boats on a flat rate, similar to the method in which
automobiles and other recreational vehicles are taxed.
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g% REGISTERED VOTERS IN THE STATL OF MONTANA

We the undersigned, petition the 1987 Montang State
Legislature to pass a law which would make (faij the method
of assessing and taxing power boats. Such a law would

put boats on a flat rate, similar to the method in which
automobiles and other recreational vehicles are taxed.

Name Address City
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House Bill 703 ' Februacy 19, 1987 ——

Testimony - George D. Anderson, CPA L 12 , Z

Montana Chamber of Commerce B

Unitary Method of Computing-Corporation License Tax Income - Unitary Companies

"World Wide"
MT Sales + MT Property + MT Payroll
WW Sales WW Property WW Payroll Montana
X WW Income X 6.75% = Corporation

3 License Tax

"Waters Edge"

MT Sales + MT Property + MT Payroll

US Sales US Property US Payroll Montana
X US Income* X 6.75% = Corporation
3 License Tax

* Under HB 703 15% of foreign dividends (as defined in bill) are included
in US income. ,

"World wide"

$ 500,000 + 3 150,000 + $ 50,000

35,000,000 $3,000,000 $750,000
X $300,000 X 6.75% = Tax

3

.10 + .05 + .07 = .0733 x $300,000 = 522,000 X .0675 = 51,485

"Waters Edge"

$ 500,000 + $ 150,000 + $ 50,000
$2,000,000

’ 14 gIIGOOIGGD ’

X $130,000 X 6.75% = Tax

3

.25 + .15 + .125 = @175 X $130,000 = $22,750 X .0675 =
3 ,
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The Montana Alliance
for Progressive Policy
P.O. Box 961 Helena, MT 59624 (406) 443-7283 oo
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HB 703: Unitary Taxation

Mr. Chairman and members of the committee, for the record
my name is Don Reed and I'm here on behalf of the Montana
Alliance for Progressive Policy in opposition to HB 703.

The basic issue with HB 703 is one of fairness in a
competitive business world and whether or not this legislation is
fair to Montana businesses. In a sense, those businesses
operating only in Montana are by nature subject to unitary tax
methodology. All of their income is subject to taxation,
easily identified, and declared to federal and state tax
authorities. Do multinational businesses deserve better
treatment than our own Montana businesses?

We supported the unitary taxation provision of the
Governor's Tax Reform Package, SB 307, as a reasonable
4 compromise. We opposed efforts to repeal the unitary method of
;] taxation in the last general session of the legislature. There
.1 simply must be some fair middle ground in this debate.

- In FY 1986, the unitary method was applied to 3,700
#] corporations or 18% of all corporations filing Montana returns.
“1 The revenue from these corporations accounted for $28 million or
’ 59% of total Montana corporate tax liability before audits. Of
these, only 82 corporations used "worldwide combination®™ and paid

?55 approximately $6 million or 12.7% of the total.

=

Fﬁl * Several of the proponents here today appeared in opposition
?3 to the unitary provisions of SB 307. They argued that SB 307

would discriminate against U.S.-based multinational corporations
4 in favor of foreign-based multinational corporations. The bill
-4 before you today treats U.S.-based and foreign-based

""{ multinational companies equally. The discrimination is left for
-3 those Montana-based businesses trying to compete with the

. multinationals.

- Both foreign-based and U.S.-based multinationals will have a
74 distinct economic advantage over Montana corporations. These

a8 multinationals will have an incentive to attribute little or none
of their income to their Montana and U.S. operations. Some
foreign countries such as the Bahamas have made a teal business
out of the international tax shelter gamc.
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Overall, these multinationals are large and complex
organizations, Corporate income earned in Montana could easily
"disappear" somewhere in the web of different accounting
procedures, currencies, and repatriation restrictions.

That is not to argue that these multinationals are
dishonest. The point is that HB 703 gives these businesses an
incentive to attribute income to foreign sources. The question
is not the fairness of the players, but rather the fairness of
the rules of the game,

This legislation would presumably give a $9 million tax
break to 50 of the largest businesses operating in Montana. 1Is
this fair to the thousands of small businesses operating in
Montana communities -- in some instances competing with the
multinationals?

I1f you've followed the recent debate over economic
development, you already know that small businesses are
responsible for a vast majority of the new jobs created in our
economy. And Montana is a small business state. Only Wyoming
leads Montana in the number of small businesses per capita. This
bill discriminates against these small businesses.

My final point is that Montana will underwrite the fiscal
note for this bill one way or another. Montanans will make up
the $9 million over the coming biennium through higher taxes, new
taxes, or decreased services.

Why make Montana businesses, wage earners, and consumers pay
the cost. A better approach would be to reject HB 703 and keep
the playing field level.
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Statement of Intent

The intent of this legislation is to clarify the present
law relative to the computations and options available under the
unitary method of computing Corporation License Tax for multi-
state and multinational corporations.

This legislation is intended to allow a three-year renewable
election by both domestic and foreign corporations, to have their
income and apportionment factors computed and applied on a waters
edge basis. Only income and apportionment factors from certain
specified domestic corporations are intended to be taken into
account under the waters edge method. Dividends and income received
from foreign sources are to be taxable only to the extent of 15%
of those dividends received. This 15% would be included in income
in lieu of any expenses necessary to collect the foreign income
or dividends.

A new section is added allowihg a taxpayer corpofation that,
in any one-year period, invests at least one million dollars in
property or payroll within Montana, to place that corporation on
a separate company basis. This election is to be for a period of
five years. This provision is intended to attract new investment

into Montana by new and existing corporations.
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March 2, 1987

TO: House Taxation Committee
Cascade County Legislative Delegation

FROM: Roger W. Young, President
SUBJECT: UNITARY TAX

The Great Falls Area Chamber of Commerce supports the passage of HB-703
{Gilbert) which will allow corporations to file Montana license or income
tax returns on a water’s edge unitary combination and to provide procedures
for filing such returns. The proposed legislation requires certain
information returns and conditions to be imposed by the Department of
Revenue to assure that corporations properly attribute income to Montana for
taxation purposes.

To be most accurate, "unitary tax" has come to mean the method of
apportioning (dividing) a corporation’s unitary income using world-wide
income and world-wide profitability factors {(profit, payroll and sales).

The issue of unitary tax has become a very sensitive issue with corporations
both foreign and domestic, the U.S. Government and foreign countries. While
the courts have upheld the right of Montana to apply this unitary tax, that
does not necessarily make it fair. In 1983, Montana was one of 12 states
that applied a world-wide combination (unitary tax). Since then nine of the
12 states have passed legislation to repeal world-wide combination. Today,
Montana remains only one of three states (Alaska, Montana and North Dakota)
that continue to apply a world-wide combination. It is time for Montana to
follow suit.

We prefer HB-703 to the waters edge formula incorporated in the Governor’s
tax reform proposal. HB-703 is a good bill. It has non-partisan support.
It keeps Montana competitive with the states in this geographic region and
removes a black mark on the taxation policy of this state. We join the
Montana Chamber of Commerce in supporting its passage.



February 19, 1987
TESTIMONY BY GARY B CARLSON, CPA
ON BEHALF OF

THE MONTANA SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

SB307 - Sections 9-34, 86-9]1 and 113: Individual Income Tax

Simplification for filing individual income tax returns is a
bold and agressive move.

On June 25, 1986, five CPAs and two Montana Society of CPAs’
Executive staff members held a news conference on the Capitol
steps during the Special Session. Our purpose was to announce
our profession’s suggestions to simplify the filing of individual
tax returns. The result of the conference? No one showed up!

There is a message: CPAs aren’t known for bold public
moves. However the effort was noted.

An effort to condense the filing of individual returns from
3, 4 or 5 pages of forms to a single page is a tremendous step -
not one without painful decisions. Taxpayers who prepare
their own returns, as well as paid preparers - CPAs and others -
welcome the effort and will appreciate it.

We urge additional simplification.

Important impacts result from the shift to beginning with
Federal taxable'income - many of the current adjustments are

difficult to explain.



If the legislature can and will accept the Federal
philosophy now in place, used to determine taxable income,

return filing in Montana can achieve simplification.

We propose a further bold step: Utilize Federal tax

o Income tax + alternative minimum tax + lump sum

distributions + IRA tax

o Determine the applicable ¥ which éhould be taxable in

Montana.

Federal taxable income + interest - non-taxable= %

Federal Taxable Income

If we used the North Dakota approach, we would have the following

formula:

Federal tax x ¥ x MT single rate = tax

Establishing the Montana tax rate is the important issue on
which to focus.

Many Montanans will be forced into higher tax brackets by
the Federal Tax Reform Act of 1986 and the elimination of Montana
adjustments to income (such as retirement income exclusions) and
the elimination of the common practice of filing separate returns
by married couples on a single tax form. This change affects
many two-wage-earner families - many state employees as well as
many other taxpayers. The Department of Revenue can inform us of

the number of filers on which this will have an impact.



To offset the increased taxable income, the rates must be
dropped and the tax brackets widened to avoid a state windfall.

This revenue impact is a legislative choice.

The Montana Society of CPAs has offered a perspective and
resources. We are a licensed profession; licensed for our
independent prospective. We are in the final stages of reviewing
a member-generated database, assembled from actual 1985 taxpayer
returns, converted to 1988 taxable income and reflecting the
impact of the 1986 Tax Reform Act on Montana taxpayers. The
purpose of our work is to provide additonal data to be used in
your deliberations, showing:

o the change in taxable income

o the "Féderal windfall”

o the current tax, based on current Montana tax law

o the effect of SB307 on Montana taxpayers

We hope to complete our report to the legislature next week,
and review it with the chairmen of the Senate and House Taxation
Committees to determine its usefulness and mode of dissemination
to the Committees,

Our preliminary comments, regarding SB307 are as follows:

o Section 9, page 17, line 11

o Section 13, page 26, lines 17-22

consider defining net taxable income as a ¥ of the




Federal

o Section 14, pages 28-29
consider change from Governor’s proposed three rates
to one (essentially a move from ten rates to one)

o Section 16, page 31 - Montana Alternative Minimum Tax
eliminate complexity - as written, it will require a
new state tax form, similar to form 6251. This is not
simplification; it is a revenue generator.

Two alternatives exist:

1. Adopt a provision like the present Montana tax of
lump sum distributions from retirement plans (10X of
Federal). A % of the Federal Alternative Minimum Tax
which sets a minimum rate of tax at 21%. If you want
to collect at a Montana rate of 7%, set Montana
formula at 33 1/3 % of Federal tax - an add-on amount
t; normally-calculated Montana income tax. A much
simpler approach.

2. The second alternative is to set the Montana tax
as a ¥ of Federal tax which would be defined to
include the Federal Alternative Minimum Tax.

o Section 17, page 34, line 17 - refunds of Federal tax
received in 1987 taxable. Should covef later years as
well as any Federal refund related to a return filed for a
year beginning prior to 1/1/87: amended returns or audits

could result in refunds past 1987.



o Section 18, non-residents - pages 39 - 43. We feel this

section needs further consideration - simplification needs
to be accomplished - alternatives should be reviewed to
clarify the calculation of the amount of non-resident
income taxable. Maybe it can be reviewed to determine if
it parallels Section 19, covering part-year residents
(pages 43 & 44).

Section 23, page 52, line 13 - so called innocent spouse.
We support the additions recommmended; however we urge the
DOR to exercise consistent discretion which is fairly and
equitably applied.

Section 25, page 56, line 23 - Extensions of time to file.
Article 2 does not conform to Federal extension
procedures. We urge revision to the Federal to conform:
four months’ automatic (8-15) and two months’ addtional
under Article (4), page 57-58. We also support a
procedure which would allow the preparer to file a copy of
the Federal tax form with the state - eliminates another
state form. Another option: do not require preparer to
file the copy with the state; just submit a copy of the
Federal form with the state return.

Small Business Corporation. This needs special attention.
We cannot locate a provision in the proposal tying Montana
to Federal taxable inc me which would eliminate the

double taxing of a Montana taxpayer if a corporation is



"S" for Federal purposes {(income is taxable), and not "S"
for Montana, therefore the income is not taxable.
In closing, we fully support simplification. It surprises

many people that CPAs would propose and support
simplification: tax return preparation is a revenue source for
CPAs. Amendments to SB307 proposals are needed; caution is
needed in some areas such as Alternative Minimum Tax. Please do
not take a simplification idea and further complicate the filing

of returns. DO NOT emulate the Federal Congress.

At one time, the 1986 act was going to be called the "Tax
Simplification and Equity Act” - NOW ! (show printed Act)
The Tax Reform Act of 1986.

The definition of a loophole will cause much controversy. A

loophole is a loophole . . . capital gains . . . passive/active
activities . . . meals and entertainment . . . retirement income
exemptions . . . etc.

We urge simplification of Montana tax return filing.
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REGISTERED VOTERS IN THE STATE OF MONTANA

We the undersigned, petition the 1987 Montana State
Legislature to pass a law which would make fair the method
of assessing and taxing power boats. Such 2 law would

put boats on a flat rate, similar tn the method in which
automobiles and other recreationnl vehicles are taxed.

Name Addresc City
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