MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

March 28, 1987

The fifty-second meeting of the Senate Taxation Committee
was called to order at 8:05 A.M. on March 28, 1987 by
Chairman George McCallum in Room 413/415 of the Capitol
Building.

ROLL CALL: All committee members were present.

CONSIDERATION OF HB 222: Representative Thomas, House
District 62, presented this bill to the committee.

This bill is a consolidation of returns for state income
tax filings in Montana. This is similar to federal tax
codes. It allows corporations in an affiliated group

to file a consolidated corporation income tax return

if all corporations are incorporated in Montana, owned

by Montana residents and filing a consolidated federal
return. The reason that we have a situation that we
should change is that people use the corporation as a

way of legally limiting their liability. In a lot of
ways this is another answer for the business environment
in Montana because it would allow somebody to consolidate
their tax filings, if they are going to have a new venture,
to incorporate that venture. They would be able to
consolidate the profit or loss of that new venture.

PROPONENTS: Jerry Foster, Department of Revenue, gave
testimony in support of this bill. This bill, as
written, will take away discrepancies with respect to
consolidating returns. In addition, it will create some
tax savings for the small, family affiliated corporations
at a time when they can probably use it. There are some
amendments that we thought would make it clearer but it
is still workable the way it is.

Gary Carlson, representing the Montana Society of CPA's,
gave testimony in support of this bill. There may be a
technical correction needed on page 2, line 14, the
numeral (a) should be inserted to show the fact that the
Department of Revenue has the discretion to cause the
filing of the consolidated return, but under (b) it would
be at the discretion of the taxpayer as far as the
ability to file the consolidated return. In his opinion
this will have very narrow application in the state of
Montana from the standpoint of allowing the filing of
consolidated returns at the corporate level. They are
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concerned with the definition "operated exclusively in
the state of Montana", as amended on second reading

in the House. He does not know what the word "exclusively"
means. Agriculture clients take yearling steers to Iowa
to be sold in the state of Montana. Did that person
operate exclusively in Montana. For truckers, other
states are requiring those truckers to apportion their
income to other states. We can have a person who is
actually a Montana truck operator, apportion his income
to another state, so he is not operating exclusively in
Montana. Radio/TV broadcasting companies have air

waves that cover North Dakota and they receive some
advertising in North Dakota, are they operating ex-
clusively in Montana. That wording has to have some
definition so we know what the rules are going to be.

We support this bill with those concerns expressed.

OPPONENTS: None.

QUESTIONS FROM THE COMMITTEE: Senator Lybeck asked Jerry
Foster to enlarge on the fiscal impact. The fiscal

note says it is impossible to estimate the magnitude

of these losses.

Jerry Foster said we think the revenue would be less

than $100,000 a year. The bill provides provisions

where financial institutions would not be allowed to
consolidate and that is where the bulk of the revenue

loss from consolidation would be. We do not know who

is eligible. Our best guess is it would be approximately °
$100,000 a year.

Senator Neuman said Gary Carlson brought up some questions
about a trucking company that files in several states

but is based in Montana. He asked Jerry Foster to
respond.

Jerry Foster said that is exactly what it says, operates
exclusively in Montana. They have to have 100% of

sales, payroll and property in Montana and 100% of
income to Montana. A trucking company would not qualify.
If a farmer hauls his cattle to Iowa, Iowa would have

no jurisdiction over that sale. If you do not operate
exclusively in Montana, this statute does not apply to
you.

Senator Eck asked Jerry Foster if he would speak to
the amendment suggested by the Department of Revenue
in the House.

Jerry Foster said we had some amendments which made the
bill clearer. As far as they are concerned, that language
is no longer necessary.
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Senator Severson said quite often we have people that
take cattle to Colorado for 4 months before they are
sold. Would they be exclusively in Montana.

Jerry Foster said in that particular instance, the
state of Colorado would have jurisdiction over some
of that income.

Senator Severson said he is sure those cattle are not
taxed, as far as the Montana owner, in Colorado.

Jerry Foster said that would be true, but the corporation
would be doing business in Colorado. They would have an
inventory in that state. Colorado should be taking

a percentage of the income. He is not saying that
Colorado would be going after them, but technically

they have a connection with that state.

Senator Hirsch asked if the affiliated group has to be
two corporations or more.

Jerry Foster said they could be 15 corporations as
long as they are owned by the parent company.

Jim Lear does not understand Gary Carlson's proposed
amendment.

Gary Carlson said it should be at the discretion of
the corporation as to whether they file, not that the
Department has the authority to force that.

Representative Thomas closed by stating this will work
the way it is, without amendments.

DISPOSITION OF HB 222: Senator Severson made a motion
that HB 222 BE CONCURRED IN.

The motion carried with Senator Lybeck absent from the
hearing at the time of the vote.

DISPOSITION OF HB 700: Senator Neuman made a motion
that HB 700 BE CONCURRED IN.

The motion carried with Senator Lybeck absent from the
hearing at the time of the vote.
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DISPOSITION OF HB 47: Senator Mazurek made a motion
that HB 47 BE CONCURRED IN. The motion carried 7-4,
see attached roll call vote.

ADJOURNMENT: The meeting adjourned at 8:40 A.M.
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"SENATOX GEORGE McCALLUM, Chairman
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STANDING COMMITTEE REPORT

. parch 23 19.37
w MR. PRESIDENT
We, your committee on.......cccoovcveninennnns SEKE%‘EE . TAXATIQN .................................... e,
. )
having had under consideration............c....ccocevvieinnens, @USEEILL ............................................... Nozz& ........
third reading copy { blua
color
THOMAS (SEVERSOH)

ALLOW CERPAIN ¥P. CORPS. 70 FILE COUSOLIDATED CORPORATION
1HCOME PAX RLTURH

i

Respectfully report as follows: That.................coenels S0USE BILL. ... No:'z22 ........

B CONCURRED I

ROLAIR

PONOTLLRS
>

SEJATOR GRORGE MeCALLUH, Chairman.
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MR. PRESIDENT
SEJATE TAXATION
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having had under consideration...............c..c......... HOSS&BILL .................................................... No. 7 Qﬂ ........
third reading copy { blue
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BRADLEY (“RUNAN)

PROVIDE AUTHORITY TO ISSUE SCIDNCE AHD TECH. LDXV.
SEED CAPITAL FUHD BOHDS

Respectfully report as follows: That HODUSE BILL No 7909

BE CONCURRED L.

105 257
DONOTEHESR

SEXATOR GECRGE HcCALLULA, Chairman.
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MR. PRESIDENT
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third reading copy (_Blue )
color
HARRINGTON {AZURBK) -

203 PRAALTY POR MOVIIG HOBILE ULOME WITH UNPAID PROPIRITY
TAXES

Respectfully report as follows: That.........coeveeeeiirieeesiiiiienennn, HOUSE BILEa. i NoAT ...,

BE CONCURRED I
DOBGSR
DRNENENSR

SEHATOR GLORGE HeCallluX, Chairman.





