MINUTES
MONTANA SENATE
51st LEGISLATURE - REGULAR SESSION
COMMITTEE ON TAXATION
Call to Order: By Senator Bob Brown, on March 13, 1989, at
9:00 a.m.
ROLL CALL
Members Present: Senator Brown, Senator Hager, Senator
Norman, Senator Eck, Senator Bishop, Senator Halligan,
Senator Walker, Senator Gage, Senator Severson, Senator
Mazurek, Senator Crippen
Members Excused: Senator Harp

Members Absent: None

Staff Present: Jill Rohyans, Committee Secretary
Jeff Martin, Legislative Council;

Announcements/Discussion: None

DISPOSITION OF SENATE BILL 424

Discussion:

Jeff Miller, Department of Revenue, reviewed the attached
draft (Exhibit #1) of House Bill 424 with proposed
highlighted amendments. Many of the amendments are
designed to conform Montana law to federal statutes.

He explained the process for submission of forms by the
taxpayers. The taxpayers affected will be identified
by the Department based on the previous year's returns.
They will be contacted and provided with a series of
vouchers which they will then submit with 25% of the
their last year's tax in each installment. The
taxpayer also has the option of estimating the current
year liability and submitting quarterly payments
totalling 90% of that amount. If 100% of the previous
year liability or 90% of the current year (accurately
computed) is submitted, there will be no penalty or
interest assessed. The amendments address these
changes as well.
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Senator Severson asked how many taxpayers would be affected
by the quarterly payment procedure.

Mr. Miller replied it would be the same population as is
currently paying federal quarterly payments,
approximately 25,000.

Senator Brown noted this bill has a $400 floor for state tax
although the federal floor is $500.

Mr. Miller said that $150 in state tax equates to about $500
in federal tax. The $400 amount will equate to the
higher tax bracket taxpayer who will be paying the
quarterly federal tax. It simplifies the process and
keeps the paper work down to set it at this level. He
further noted it would take $6600 in taxable income not
subject to withholding to trigger the $400.

Senator Mazurek felt the bill as amended very adequately
includes those taxpayers who are paying their federal
taxes quarterly in the same process on the state level.

Amendments and Votes:

Senator Gage moved to adopt the amendments as per the
attached standing committee report (Exhibit #2). The
motion CARRIED unanimously.

Recommendation and Vote:

Senator Gage moved SB 424 Do Pass As Amended. The motion
CARRIED unanimously.

DISPOSITION OF SENATE BILL 451

Discussion:

Steve Bender, Department of Revenue, reviewed the attached
overview and proposed amendments to SB 451 (Exhibits #3
and #4).

Amendments and Votes:

Senator Crippen moved to amend SB 451 as per the amendments
listed in the attached Exhibit #4. The motion CARRIED
unanimously.
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Senator Eck expressed concern that there needs to be some
sort of stable base of funding for the long term if we
are going to enact a workable form of tax reform.

Senator Walker agreed and felt he could not support the bill
unless there is a dedicated revenue source to ensure
the cities and counties will get their money.

Senator Crippen said he felt this same frustration is felt
on both sides of the aisle. We want property tax
relief in this area and we need a mechanism to provide
it as both this bill and HB 747 do. He felt the bill
needs to get into the system and over the House in
order to be considered in the whole scheme of funding
things. He acknowledged there needs to ba funding
mechanism, but also felt the bill needs to get moving.

Senator Halligan suggest SB 451 be tied to the passage of HB
747.

Senator Crippen felt it might come to that and it could be a
very necessary component of the bill.

Senator Brown felt it might be premature to tie SB 451 to
another source of revenue at this point in time when
things are so up in the air. He noted there are
funding bills that haven't even been heard yet and
there is time to take action on the bill when we are
more familiar with the options that will be available.

Recommendation and Vote:

Senator Gage moved SB 451 DO Pass As Amended. The motion
FAILED on a roll call vote (Exhibit #5).

ADJOURNMENT

12 (Do

SENATOR BOB BROWN, Chairman

Adjournment At: 10;00 a.m.

BBjdr

MIN313.jdr



ROLL CALL

TAXATION COMMITTEE
5¢gk LEGISLATIVE SESSION -- 1984
NAME i PRESENT ABSENT EXCUSED
SENATOR BROWN X
SENATOR BISHOP v
SENATOR CRIPPEN X
SENATOR ECK X
SENATOR GAGE X
SENATOR HAGER A
SENATOR HALLIGAN A
SENATOR HARP A
SENATOR MAZUREK P
SENATOR NORMAN ¥
SENATOR SEVERSON X
SENATOR WALKER X

Each day attach to minutes.
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BILL NO.

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR QUARTERLY
PAYMENTS OF ESTIMATED TAX; TO PROVIDE FOR A PENALTY FOR FAILURE
TO FILE A DECLARATION OF OR TO PAY ESTIMATED TAX; TO PROVIDE
THAT INTEREST IS PAYABLE ON UNPAID ESTIMATED TAX INSTALLMENTS;
AMENDING SECTIONS 15-30-241 AND 15-30-242 MCA; AND PROVIDING AN
APPLICABILITY DATE. "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-241, MCA 1is amended to read:

O}

"15-30-241. Declaration and payment of estimated tax.

&
(1) Every individual except farmers, ranchers, or stockmen, as

defined in Section 6654(i) (2) of the Internal Revenue Code of

1986, as amended, shall, at the time prescribed in subsection-t3%

of-thris-sectiom, 15-30-242, make a declaration of his estimated
tax for the taxable year if his net--income £rem--sources--other
thamr-wages;-—salaries;--bonuses, +--or-other-emcluments--can
reasonabiy--be--expected-to-equal-or-exceed-his-net--income -from

wages;-salaries;-bonuses —or-other—emolunents,;—wirich--are-subject

\
y

&)

to-withholding estimated eurrent-vear tax, 1ess-any--withhoiding

)
and—credit57§’s calculated in 15-30-241 (2) (a) or (b), is $400 or

more.

(2) In the declaration required under subsection (1) of
G @

this section, the individual estimated tax shall be either:

(a) the—-ameunt-which-he-estimates-as-the-ameunt-eof-tax-under

Q
15-36-183-for-the-current--year 100% of the individual's prior

1
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year Montana income tax. If married filing jointly the joint

income tax liability must be declared. Or,

(b) 90% of the individual's current year Montana income tax

estimated as follows:

A

(i) annualize his taxable income for the Current year and;

& (ii) calculate the tax using the tax using the tax rates

provided in 15-30-103;

Q@ tby(iii) the-amount-which-he-estimates-wiiti-be-withheid-from
-wages-patd-by-his-emptoyer-+f-satd-individuali-is-an-empioyee

.Q‘,/'.

deduct all withholding and credits to which he is entitleds-and

tey(3) the-excess-of--the -amount - estimated under—subaection
+2¥tay-over-—the-amount-estimated-under-subsectior~(2yrHryr-which
excess—-for-purposes -of-—tiris—section-shati-be-considered-the

@
estimated-tax-for-thetaxable +ear;- Every individual required to

declare his estimated tax must make four equal installments on
the dates prescribed in 15-30-242 if the tax due calculated as

directed in either 15-30-241(2) (a) or (b) is $400.00 or more.

tdy---suchr-other-infermation--gs-may-be-prescribed-ir-rutes
promuigated-by-the-departments

3y Fhe-deciaration requited —umnder-subsection-tij-of--tirrs
section-shati-be-filed with the department--onr—or-before-Apri-15
of-—-the--taxable -year,—-except-that-+f£-the -requirements——of
subsection-tij-of-this-section-are-firsec-mets

tay--after-Aprii-i-and-befere-Geteber-i-of-the-tazable-years;
the-decliaration-shall-be-fided-on-ecr-before-6ctober-15-f~-the

tazabte-years
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tby(4) after-October-i-of-the-taxabie-year;-the-decitaration
shati-be-fited-on-or-before-FPebruary-i5-cf-the-suecceeding-taxabie

years During the taxable year, an individual may make amendments

to the declaration required under subsection (1) if the amount of

his estimated tax changes. The adjustment must be reflected in

his next required installment.

t4¥(5) An-individuai-may-make-amendments-of--a-decitaration
fited--during--the-texable-year-under--subsection-——3)-of--thts
sect{tﬂr-ufﬁHnF-ttHxﬁr—1u%ﬁh:rfbed——by—ﬁﬁﬁe-1hqm:rtment: If the

taxpayer is unable to make his own declaration, the declaration

shall be make by a duly authorized agent or guardian of such

taxpayer.
t5y--df-omr-or-before-February-15 of -the-succeeding-taxzabie

year;-the-taxpayer-files o returnrfor -the-taxable-year-for-which
the-deciaration-is-required and paye -t -full-the-amount-computed
on-his--return--gs--payabte;--thenr-under-rules-prescribed-by--the
departments

tay-—--4if-the —dectaration-its-not-requritedto be-frited-during
the-taxable year-but-is-requrired+to-be-£fited-omr-or-before-such
Pebruary-i55--sucir returnr—shatt-£for-the purposes-of--this-section
be-considered-as-such-deciarations-and

thy---if-the-tax-shown--or-the-return-ts-greater-<thanr-the
estimated-tax —shownr-rn-a-decteraetionr-previovsty ~made-or--imr-the
tasc-amendments —thereof;-such-return—sharl-for-the purposes-of
this-sectionmbe-considered-as—the-amendment-of-—the-dectaration

permitted-by--subsection-{t44-of--thits-section-to-pbe-fided omnr-or

3/13/89 SB 424
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before-such-February-15<

t694----Phe--department--shaii--promrigate-—rules--governing
reasonabie-extensioné—ef—time—for—fiiing-deciaratiens-and—paying
-the-—eatimated -tax--execept-—itn-+the - case-of--taxpayers -who--are
abroad;-and-no-such-extension-shati-be-for-mere-than-6-menths~

t+#y--1£-+the expayer-—isunable -to-make-his-own-dectarationy
the-decltaration-shaii-be-made-by-a-duty-asutherized-agent--oer-by
the-guardian—-or—other-person-cherged withr-the-care-of-the-persen
or-property-of-such-taxpayers oo

f8i——-Amy-—fn&fvh&aa}—w&mr—faiis—ﬁxr—fiie—fa-kaﬂjniﬂﬁxnr-of
estimated—tax—fﬁrﬂﬁﬁ;ﬂdﬁﬂ}—by-this—sectieﬂ-dfrﬂnﬁrﬁmﬁvrfrt—to—fhe

penatties-set-forth-in-15-36-321."

Section 2. Section 15-30-242, MCA is amended to read:
"15-30-242. Installment payments of estimated tax and

penalty and interest for underpayment of installment. (1)

Eseimated-tax-provided-for-in-15-36-241-shati-be-pard-as-£feiiowss

tay---H--che-deciaretion--Hds-filed—ern-or-before Aprit-15-of
the-texebie <wyear,-the-estimated-tex-—=haltl-be-paid-4n-twe-equat
instatimentss-Phe-first—-insteilment- sheli-be pard-av-the-time-of
fiting--of-the-declaraticnr-and-the-second-or--Jast-instatiment
shaii-be-patd-on-6ctober-15-cf-the-taxabie-years

tby-—-- f-the-dectaratiton--4s-fited-after-Aprik-i5--and-noe
after-October-d5 of-—the-taxablte-year-and-4s not -required-py-15-
38-241¢t3y-to-be-filed on-or-before-Aprit-ts—cof-the-raxabte-years

the-estifmated -tax-shadi-—be-patd-av-che-tifme-—of-fiiing--of--the

EXHIBIT # 1

SB 424
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dectarations
{tey—-If-the-deciaration-ia~-£fited-after-8ecteber-15-0f-the
—taxabie-year—aﬂd-ifFﬂot"fequfna}%xr—}&—}G—}ékb}r-bo-be—fiied—an
er-before-October-15-cf-the-taxabte-year;-the-escimated-tax-shati
be-patd-in-fuii-at-the-time-of-£fiting-of-the-dectarations
tdy--31f-the-declaration 4o -filed--after-the-time-prescribed
in-15-39-2415-4ncivding cases where extensionsof -time-have-been
granted;-subsections-{ij{dy-and <+ ) ot -tiris-section-shatt-not
appiy-end--there-shali-be-paid-at--che-time--of ~such--fiting-at
instatiments-of-estimated-tax-which-wouid-have-been-payabie-on-or
before-such -time-if-the-dectaration-had-been-fiied--withimr-the
time-prescribed-in-41530241{3--and - the-remainring-instatiments
shaii~-be-paid-at-—the-times-at-which-and 4 the -—ameounts-tn-which

they-ﬂﬁmﬁhi-havee:been—1nqwﬂﬂir—if—ﬂﬂur—dec&afatiOﬂ——ha&-{xxﬁr—se

N

—

fited+ Quarteriy For calender year taxpayers, quarterly estimated

tax payments provided for in 15-30-241 shall be due on the

following dates of thegéubseguent taxable year:

lst April 15

2nd June 15

3rd September 15

4th January 15 of the following

taxable year.

(2) If-any-amendment-of-a-decltaration-is—filed-after-April
15--and -before-—OGetober-35-of-the -taxable-year;-the--remaining
tnstatiment;-if-anys-shaell--be retably -increasedor-decreased;-as

the-case-may-be-to-refiect-the respective -incregse —-or-decrease
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in-the-estimated-tax-by-reason-of-such-amendment--If-any
amendment--is--made--after-Octeber--15-of -the—-taxabte-year,~-any
itnerease-in-theestimated tax by reascenr-therecf -shatrt-be-patd-at

the--time--of -making -such--amendment. At the election of the

individual, any installment of the estimated tax may be paid

prior to the date prescribed for its payment.

(3) At-theelection-of-the-individuai;-any--insteiimenc-of
the-estimeted tax -may-be-peid prior-to-the-date prescribed-for

t+ts-payment For an individual whose taxable year begins

on any other date than January 1, estimated tax payments shall be

due the following number of months after his taxable vyear

begins:
ist 3 1/2 months
2nd 5 1/2 months
3rd 8 1/2 months
4th 121/2 months.

(4) Payment-of-the-estimated-tax-or-any-instatiment-thereof

shaii-be considered-on-acecount-of-thre-tax-for--the-taxapblre -year

This section does not apply to individuals with short taxable:

years or to part-vear residents.

(5) Phe-appidication of -this-—sectionr-to—taxable -years-of

teas--than--i2--monthe-—-shaid--be--as--presecribed-im-the--rutes

promutgated-by-—tire—department An individual who is required to

pay estimated tax under 15-30-241 but fails to pay—the—tai“do SO

is subject to a penalty of 10% of the underpayment, but not less

than $5 per installment, and interest at the rate of 9% per

T 3/13/89 SB 424
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year. To calculate the amount of the underpayment and the period

of time for interest to be paid the provisions of Section

6654(b) (1),(2),and (3) of the Internal Revenue Code of 1986, as

amended, apply. penaity-and-interest-as-provided-in-Subsection-3+

(6) in--the--applrireation-—of -thris-sectionr-to -+taxpayers
reporting--income—-on-~-a--£rsecal—year-bastrs;-—-there--shaii--be
substituted-for-the-dates—-specified--thereinm-the-monrths

corresponding-thereto Except as provided in Section 3 the penalty

and interest for underpayment of estimated tax must be added to

the tax due under 15-30-103.

(7) An individual who fails to pay an estimated tax as
required by this section is not subject to the penalties set
forth in 15-30-321."

NEW SECTION. Section 3. Exception to assessment of penalty

. ' . . 20
and interest for failure to pay estimated tax. (1) C’An

underpayment-of-tax--results—when-the-total-of-+he -estimated-tax

tnstatiments-previded-for-in-15-39-242-+a-smatier-chan-the-tesser

ef--the-foltlowing A taxpayer is subject to the penalty and

interest provided for in Section 2 only if the amount of an

installment, if any, is less than:

@) (a) 25% of 90% of the actual tax due, or

& (b) 25% of 100% of the prior year's tax liability.

t2% Phere-shali--be-added--to-the-tax-of -an-individueal-a

penatty-of-304--—cf-the-underpayment-but-not--tess—thar-$26:-66-+n

subsection-{314-and--dinterest at-+the—rate of-S5%-per-annem-£rom-the
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payment-date-at-which-the-underpayment-first-occurred-

£2) (a?iNo penalty shall be imposed under section (1) with

respect to any unaerpayment for newly retired or disabled

individuals.

(i) By newly retired or disabled individuals 1s meant

taxpayers who became disabled or who retired after having

attained age 62 in the taxable year for which estimated payments

were required to be made or in the taxable year preceding such

taxable year.

(b) No penalty or interest shall be imposed under section 1

with respect to any underpayment to the extent the Director of

the Department of Revenue determines that by reason of casualty,

disaster or other unusal circumstance the impositions of such

addition to tax would be against equity and good conscience.

(3) Interest shall not be paid for any overpayment of
\

estimated tax, except as provided in 15-30-149(4).

NEW SECTION. Section 4. Extension of authority. Any

existing authority to make rules on the subject of the provisions

of this act is extended to the provisisons of this act.

NEW SECTION. Section 5. Codification instruction. Section

3 is intended to be codified as an integral part of Title 15,

chapter 30, part 2, and the provisions of Title 15, chapter 30,

part 2, apply to section 8.

BRI 1
~3/13/89 SB 424
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NEW SECTION. Section 6. Saving clause. This act does not

affect rights and duties that matured, penalties that were

incurred, or proceedings that were begun before the effective

89 SB 4

date of this act.

NEW SECTION. Section 7. Applicability. This act applies to

taxable years beginning after December 31, 1989.

NEW SECTION. Section 8. Effective date: This act is

effective July 1, 1989.

i




STHATE TAXATION
EXHIBIT NO__ <

DATE_F/Z/SF
SENATE STRNDING COMSITTEE REporyBILL N SBE5E”

payce 1 of 3
tareh 14, 19329

HR. TRESTDHDERT:

He, your committee on Taxation, having had uwnder c¢ongideraiion
SRo42a (first recading copy - white), respectfully report that SR
424 be amended and ag so amended do pser

3

1. Page 1, line 13.
Following: “"Peclaration”
Insert: "and paywent”

2. Fage 31, line 14.

Following: "etockmen®

Ingert: ™, ag defined in section 66%4{i){2} of the Internal Revenue
Code of 1986, as amended,”

3. Page 1, btineo 21 and 22,

Strike: "current yvear" on line 21

Following: "tax.,”™ on line 21

Strike: Tlesr” on line 21 through "credits” op line 22
Inpert: Yan calculated in gubsaection {23 {a) oy (23(E)}"

4, Tagse 3, line 24,
Ctrike:, "individual zhall”
Insert: "eetimwated tax wmuct be one of the follavwing”

. Faue ¢, line 1.

Pelloving: "ywar”

Tnesept: "1E0% of the jndividual o Hontana ipcoms Yox from Lhe pricr
year. I1 the dadividunl ¢ porried and 13}1inag jointlyv, tho

jail irngore tax liability wmust be deolared
{tr: St of the dindividosl's Maontaoa dnoome 1 Ll S ernd
VO, i teanpavery hally

G. Fage &, Yine .
Following: the
Ineert: "ocurrent

Strike, £
Incert: 7y

7. FPage 2, line 3,
Following:s ";"
ITnsert: "and”

v, VYage . Vine 4,

Strikes "{E)"
Ingept: "{i1i)"

A

Crist i nued cornehalrd 41 d
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EXHIBIT NO._ A

DAT Z
d BILL NO__ S8 Y=Y

SENATE COMMITTRE OR TRAYETION, &1 424
page 2 of

A

2. Tage 2, Yine ©.
Strike, "¢

” £l

Ingsert: .

16, Page 2, lipne 7.
Striker "and”

11, Page 2, line &.
Strike: "{c)"
Insert: "(3)
Repupher subsequent gubsgsectionn

2. Page 2, line 11,

Following: “year”

Insexrt: "Bach individual reguired to declare hiy estimated Lo
shall”

13, Page 2, line 13.
FPollowving: "duye”

Ingert: *, ag calculated in eitber subcecbLion (2){a) or {(2){Lj}."

14. Page 4, line 19,
Following: "tax”

3

Ingert: -~ pepalty and intererst for underpayvwment of installment”
1%, Page %, line 18.

Strike: "Quarterly”
Insert: "For calenday vear toadpavers, gquarteyly®

16, Tage %, line 19,
Stadike:r "tnbreguent”

17. Pags 7, Yines 3 and 2.
Strike: "pay™ ore Yine 2 through "Cax
Inrcit: “do so”

"

Oor Yine 4

1%, Fage 7, Yineg 4 and &,

Styrike: "penalty” on line 4 througb “"[gection 31" on line &

Ingert: "a penalty of 10% of the underpayment, but nol lessg thon
$% par installment, and interest at the rate of 9% per year.
To ealovulate the amount of the underpavment and the pericd of
time for dinterest to he pald, the provigions of sectiap
GEeEA(BLY(1)Y, (2), and (3) of the Internal Revenwe Code of 1956,
ay amended, apply.
{¢) ireept ag provided in lsgection 21, the penalty  and
inteyest for wvwnderpayment of estimated tox must be added to
the tax due upder 1%-30-103%,°7

ret ivine 6 el A8 YA
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patE__3/MU3/&0
B NSO LY
SENRTE COMHITTEE OR TAXATION, &B 424
page 4 oot 3

1. Fage 7, line 173,

Gtrike: "Penaltiy”

Tusert: "Exceptions Lo assesswent of penalty’
Stvike: "for"

(1]

Tnscrt: "~ interest for overpesywent”

20, Page 7, line 14.
Strike: "failure to pay estimated tax’

21. Page 7, liners 14 through 17.

Following: "{(1)" on line 14

Strike: rewainder of line 14 through "following” on line 17

Insert: "A taxpayer is subject to the payment of penalty and
interegt provided in 15-30-242(%) only 1if the awcunt of an
installwent paild, if any, is lese than™

22, Page 7, line 18,
Followinyg:s "{a)”
Insert: "25% of”

23. Page 7, lipne 19,
Faollowving: "{(b)"
ITngert: "2%% of"

24. Fage 7, lines 21 through 24,

Following: "{2)" on line 21

Strike: rewsdnder of lines 21 through 24 ip thely entirely
Ipnscrt: “{a) Venalty or intercst may not be iwmposed undey 1% 300

242(%) with resgpect to any underpayveent of estimated tanes
for a newly retired or divabled yperson. For the purpose of
thic subrmection {(2Y{aj), "neuly retidred” or "neuly digabiled”
FETOONn Meanr a paerron vhe setined nt 62 yesrs of aao orp o oiden
o vhe Leeswe dsabled 2o the tenaplae voeor for whid

pavments are reguiired 1o b omsde oy in the tazable yoay
preceding the current tarable year.

tdoh eotimubed

{3} FPenalty or interest may nol be jppoged undder 15 3¢-242(%)
with regpect to any underpayment to the extent the director

of the depsartment determines that by reazon of casuwaltly,
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An Overview of the Reimbursement Mechanism
Contained in SB 451

SB 451 -- Governor Stephen’s personal property tax proposal -- provides true
dollar for dollar reimbursements to local governments to offset the reduction in
personal property tax receipts. Moveover, the mechanism reflects the timing
of personal property tax receipts in order to leave the cash flow of local
governments unaffected.

This brief overview attempts to explain:

*x the mechanics of the reimbursement mechanism, and

**  the adjustments made in the reimbursement schedules to mimic
the current law cash flow of local government personal property
tax receipts.

Unigue Pavment Dates of Personal Property

Certain personal property taxes are collected much earlier than real and other
property tax payments. Unsecured personal property taxes, personal property
taxes of owners who have insufficient real property to secure the payment of
the tax, are payable on demand and are assessed at the previous year’s mill
levies. In normal circumstances, these payments are received in one installment
during the spring of the tax year.

On average, 30 percent of personal property taxes fall into this category.

This payment date is in sharp contrast to the payment dates of real property,
mineral production and secured personal property taxes. These taxes are
payable in two equal installments, which are due by the end of November of the
tax year and by the end of May in the following year.

The unique payment date of unsecured personal property taxes results in an
almost immediate change in personal property tax receipts due to legislative
actions. As a result, the revenue impact occurs one fiscal year earlier than
would normally occur for other property taxes.

The reimbursement mechanism contained in SB 451 incorporates the timing of
unsecured personal property taxes in order to leave the cash flow of local
governments unaffected.
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Mechanics of the Reimbursement

The following example illustrates the impact of the timing of receipts on the
reimbursement schedules as proposed in the "clean-up" amendments. For
simply, the example is based on the revenue loss of county governments.
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Tax Year 1990 Loss

County Government Reimbursements -- SB 451

Fiscal Year 1990 Loas

30%

$0.96 Million

- Unsecured 90 tax

£0.96 Million

- FY Total

Fiscal Year 1991 Loss

$2.2 Million

$3.2 Million
(Base Year)

Tax Year 1991 Loss

8$1.8 Million

30%

- Secured 90 tax
- Unsecured 91 tax

"84.0 Million

Fiscal Year

- FY Total

1992 Loss

$4.2 Million

$5.9 Million

Tax Year 1992 Loss

$2.6 Million

30%

Secured 91 tax
Ungecured 92 tax

$6.8 Million

Fiscal Year

FY Total

1993 Loss

6.1 Million

$8.7 Million

Tax_Year 1993 Loss

23.4 Million

30%

Secured 92 tax
Unsecured 93 tax

£9.5 Million

FY Total

1994 Loss

$8.0 Million

$£11.4 Million

Tax Year 1994 lLoss

211.41 Million ---oe

$3.4 Million

Secured 93 tax
Unsecured 94 tax

811.4 Million

FY Total

X of Base Year

30 %

127 %

212 %

298 %

360 %
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Explanation of Proposed Amendments to SB 451
Introduced (white) Reading Copy

The following provides a brief explanation of the proposed amendments to the
introduced version of SB 451. The amendments are not intended to change the
substance of the bill. Rather, they correct omissions or errors contained in the
bill and, more importantly, remove the statutory appropriations.

Amendment 1 -- The amendment corrects the title of the bill to reflect
changes proposed in amendment 6. Amendment 6 retains the current tax rate
for Class 7 real property (rural electrical and telephone property). Class 7
personal property is exempt under the proposal. (Note that the bill does not
affect Class 5 property -- co-op’s, pollution control, new industrial property,
etc. -- which currently is taxed at a 3 percent rate). '

Amendment 2 -- This amendment corrects an oversight in the title. The bill

exempts certain forms of personal property, but this fact is not mentioned in
the title.

Amendments 3 through 5 -- The statutory appropriation language and code
references in the title are deleted.

Amendment 6 -- The introduced bill erroneously phased-down the tax rate for
rural telephone and electrical real property to 4 percent. The amendment
corrects this oversight.

Amendments 7 and 8 -- Proposed amendments 7 and 8 remove the amendments
to 17-7-502, MCA (requisites for validity of statutory appropriations) and school
equalization revenues to reflect the deletions of the statutory appropriations
from the bill.

Amendment 9 -- Amendment 9 corrects an error in the internal references.

Amendments 10 through 27 make minor changes in the reimbursement
mechanism for local governments. Most of these changes update the
percentages of the base year revenue loss that are to be returned to local
governments each fiscal year. The new percentages reflect the impact of the
property tax exemptions added to the bill.

Amendment 10 -- This amendment allows the Department to estimate the
amount to be returned to local governments for the fiscal year 1990
reimbursement. The change is necessary because, as drafted, local governments
will not be reimbursed for the personal property taxes they would normally
receive in the spring of 1990 on unsecured personal property. The 30 percent
figure represents the fraction of personal property taxes levied for an entire
tax year that are collected in April or May.

sl
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Amendments 11 through 22 -- These amendments update the reimbursement
percentages applied to the certified revenue loss to reflect the personal
property tax exemptions added to the bill.

Amendment 23 -- The section is unnecessary and is eliminated. The personal
property tax reductions end in 1993 (reach the 4 percent rate). The tax year
1993 reimbursement, therefore, applies in following years.

Amendments 24, 25 and 26 -- The amendments are proposed to correct the

problem explained in 23 and to adjust subsection references due to amendment
23.

Amendment 27 -- Proposed amendment 27 removes the statutory appropriations
for the reimbursements to local governments.

Amendment 28 -- The amendment deletes the statutory appropriation to replace
the revenue loss to local schools.

Amendments 29 through 37 -- These amendments change internal references to
reflect the deletions of the statutory appropriations from the bill.
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