MINUTES
MONTANA SENATE
51st LEGISLATURE - SPECIAL SESSION
COMMITTEE ON TAXATION
Call to Order: By Senator Bob Brown, on June 22, 1989, at
8:20 a.m.
ROLL CALL
Members Present: Senator Brown, Senator Hager, Senator
Norman, Senator Eck, Senator Bishop, Senator Halligan,
Senator Walker, Senator Harp, Senator Gage, Senator
Severson, Senator Mazurek, Senator Crippen
Members Excused: None

Members Absent: None

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

Announcements/Discussion: None

DISPOSITION OF SENATE BILL 4

Discussion:

Senator Brown announced the amendments offered on the floor
and which accompanied the bill back to committee were
drafted and proposed by Department of Revenue Director
Nordtvedt. They were then given to the sponsor who had
them distributed on the floor. At no time did they
pass through the Senate Amendments Coordinator or the
process for amending. Senator Brown felt if for no
other reason than the separation of power issue it was
important for the bill to be rereferred to committee.

Senatcr Brown said Senator Halligan made a motion previously
to simply exempt federal retirees from taxation to
comply with the court decision. He has said he prefers
not to propose that amendment at this time.
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Senator Harp wondered if we really need a bill to accomplish
this. He asked why the Department of Revenue couldn't
piggyback this legislation as they have done other
federal legislation.

Senator Mazurek said DOR has a statute on the books they
have to follow. The Montana statute has not been held
unconstitutional, only the Michigan statute. We know
we are in violation, but the Department has to continue
to follow the state law even though they know they will
incur liability because we have not corrected the
problem.

Senator Norman asked what would happen if we did nothing
until the next session.

Senator Mazurek said it was his understanding that the cost
of the two if we do nothing, not looking at the
retroactive issue, would be $2.6 million. This would
be taking federal from a $3600 exemption to unlimited.
The private retiree would be kept at $3600. Senator
Mazurek said if someone sues and relies on the Supreme
Court decision they can force the repayment of the
money.

Senator Brown said that is inevitable and therefore the bill
should be cleaned up and passed.

Senator Norman said he would like to set the state and
federal employees at the same level.

Senator Brown said that was the effect of the proposed
Halligan amendment.

Senator Norman said that leaves the federal retirees wide
open and might well be more expensive than if nothing
was done at all.
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Senator Gage said it is possible the federal statute will be
repealed and, if it is, there will be no problem.

Senator Bishop felt we should do the very least possible as
once something is in place it is very difficult to back
. away from it.

Amendments and Votes: None

Recommendation and Vote:

Senator Norman MOVED TO TABLE SB 4.

Senator Bishop said the cost if we have to go back and repay
for five years this will cost around $30 million.

Senator Eck said Representative Cohen has a bill in the
House which will go back two years, it does not deal
with the employer contribution, and calls for study and
negotiation with the various public employee groups
over the next two years. That bill is supposed to cost
$2.2 million including the study.

Senator Bishop contended this is a very complex and costly
bill dealing with annuities, pensions, incomes,
definitions, all of which are unclear and the impacts
are very large. He felt we cannot just slap something
together and then if it is not right, let it sunset in
two years.

Senator Mazurek said, as an immediate action, not long term,
he would like to go with the $18,000 exemption for
pensions and not deal with the non-pension over age 62
area at all.

The motion CARRIED with Senators Hager, Halligan, Crippen,
and Senator Mazurek voting no.
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DISPOSITION OF SENATE BILL 6

Discussion: (see discussion under recommendation and vote)

Amendments and Votes: None

Recéﬁmendation and Vote:

Senator Crippen Moved SB 6 Do Pass. The committee reviewed
the fiscal note from SB 463 of the regular session.
Senator Crippen suggested waiting for the fiscal note
for the bill to be drafted if that is the desire of the
committee members.

Senator Eck said if a committee study resolution is
introduced, this bill might £it into if.

Senator Crippen withdrew his motion pending arrival of the
fiscal note.

ADJOURNMENT

Adjournment At: 8:54 a.m

(< TR o

SENATOR BOB BROWN, Chairman

BB/jdr

MINJDR.622
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NAME | PRESENT ABSENT EXCUSED
SENATOR BROWN X
SENATOR BISHOP X
SENATOR CRIPPEN X
SENATOR ECK X
SENATOR GAGE Y
SENATOR HAGER v
SENATOR HALLIGAN X
SENATOR HARP y
SENATOR MAZUREK e
SENATOR NORMAN Y
SENATOR SEVERSON X
SENATOR WALKER v

Each day attach

to minutes.
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SENATE TAXATION.
EXHIBIT NO / ,,
pare___ & /AR /,‘r'\,

EXT ) C/

Proposed Amendments to SB 4
2nd Reading (yellow) Copy

Title, Lines 7 and 8.
Strike: "“FOR PERSONS 62 YEARS OF AGE OR OLDER"

Page 2, lines 24 and 25.
Following: "is"
Strike: "subgeet LIMITED to the-foilewing-iimitations+"
Insert; "subject to the following limitations:"

Page 3, line 6.
Following: "15-360-16%"
Insert: "(a) for taxpayers who are under 62 years of age,

the allowable exclusion amount is limited to the lesser of:

(i) the exclusion amount calculated pursuant to subsection

(1); or

(ii) benefits received from pension and annuities as defined

in 15-3-101;"

4.

Page 3, line 7.
Following: "¢by--for"
Insert: "(b) for"
Strike: "."

Insert: ","

Page 3, line 10.
Strike: "(A)"
Insert: "(1i)"

Page 3, line 12,
Strike: "(B)"
Insert: "(11)"

Page 9, line 10.
Strike: "FOR TAXPAYERS 62 YEARS OF AGE OR OLDER,"

Version #2
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SENATE COMMITTEE

ROLL CALL VOTE

TAXATION

2
Qﬁ DY) Z} __Bill No._ ¢ Time 7 27 o

Date é/z 2/ &9

SENATOR

BROWN

SENATOR

BISHOP

SENATOR

CRIPPEN

SENATOR

ECK

SENATOR

GAGE

SENATOR

HAGER

<

SENATOR

HALLIGAN

SENATOR

HARP

SENATOR

MAZUREK

SENATOR

NORMAN

SENATOR

SEVERSON

SENATOR

WALKER

2 . L -
Motion:  /, . Aioddis ., P, An LI S/é’f/

SENATOR,BOR BROWN _
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