MINUTES

MONTANA SENATE
52nd LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By Senator Mike Halligan, Chairman, on February
5, 1991, at 8:00 a.m.

ROLL CALL

Members Present:
Mike Halligan, Chairman (D)
Dorothy Eck, Vice Chairman (D)
Robert Brown (R)
Steve Doherty (D)
Delwyn Gage (R)
John Harp (R)
Francis Koehnke (D)
Gene Thayer (R)
Thomas Towe (D)
Fred Van Valkenburg (D)

Members Excused:
Bill Yellowtail (D)
Staff Present: Jeff Martin (Legislative Council).

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

Announcements/Discussion: None

¢

BEARING ON SENATE BILL 194

Presentation and Opening Statemeht by Sponsor:

Senator Tom Towe, District 46, sponsor, said the Internal
Revenue Service collects inheritance taxes. Those taxes are
collected on estates in excess of $600,000. Montana does not
collect a tax except when the federal estate tax law allows for a
credit on the taxes that are otherwise owed to the federal
government. If the individual pays money to the state, that
money is a credit to the federal tax. Montana taxes estates just
enough to pick up the credit, thereby making maximum use of the
federal inheritance tax state credit.

Senate Bill 194 addresses a similar situation. Recently,
the federal government enacted a generation skipping transfer
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tax. It has a large limitation of $1 million before it is
activated and another $1 million that is exempt under another
qualification. The generation skipping transfer tax also has a
credit which is for taxes paid on the generation skipping
transfer tax to the state. This bill places a tax on the
generation skipping transfer which allows Montana to make full
use of the deduction that is allowed on the federal generation
skipping transfer tax. The bill does not tax any more than the
amount of the credit. If enacted, in those cases where the
federal government enacts a generation skipping transfer tax,
they would give a credit in the amount of taxes paid in this
bill. Therefore, the generation skipping transfer tax to the
federal government would be reduced by the exact amount and there
would absolutely no difference in the payment made by the
taxpayer. -With or without this bill, the taxpayer will pay the
same amount. This bill would have the state receiving part of
the payment rather than the full amount being remitted to the
federal government.

Senator Towe explained a generation skipping transfer occurs
when, in an estate over $600,000, the property is left in trust
or to grandchildren (rather than children). The federal law
designates that a "skip". TIf it is left in trust or to great-
grandchildren, the federal laws designates it a "double skip".

In effect, the federal government says they want to tax every
time the property goes (transfers) from one generation to the
next. If a generation is "skipped", the generation skipping
transfer tax is activated.

Proponents' Testimony:

There were no proponents.

Opponents' Testimony:

There were no opponents.

Questions From Committee Members:

Senator Thayer asked how many people would be affected and
what the impact might be.

Senator Towe replied the fiscal note indicates there have
been no federal returns with the generation skipping transfer tax
filed from Montana residents because of the $2 million exemption.
Therefore, it is impossible to determine how many there may be in
the next biennium. It is possible there will not be any as there
have been none in the last three years since the tax went into
effect.

Senator Eck asked if there is away around this with a trust
provision.

Senator Towe said there is not.
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Closing by Sponsor:

Senator Towe closed.

EXECUTIVE ACTION ON SENATE BILL 194

Recommendation and Vote:

Senator Eck moved Senate Bill 194 Do Pass As Amended. The
motion CARRIED with Senator Yellowtail excused.

HEARING ON SENATE BILL 177

Presentation and Opening Statement by Sponsor:

Senator Joe Mazurek, District 23, sponsor, said the bill was
introduced at the request of the Department of Revenue. The bill
is essentially a clean-up of the abandoned property statutes and
contains only one substantive change. Under current Montana law,
if bank accounts or property are left for over five years, the p-
property is presumed abandoned, and the holder of the property
must report to DOR that the property is abandoned or unclaimed.
If no claim is made, the property is transferred to the state and
held for the owner in perpetuity. An open account is maintained
and when, and if, the owner appears to claim the property is paid
up at that time. The property is held in a trust fund and the
interest from the trust is deposited in the non-expendable school
trust fund.

The substantive change is found in Section 1. DOR proposes
to address the issue of intangible property i.e., stocks, bonds,
and dividend payments. This would permit DOR to claim intangible
property and unclaimed distributions on securities issued by
Montana or one of its political subdivisions. The situation can
arise whereby a bond issued by the state or a city in the state
is owned by a resident of Montana and for some reason they can no
longer be located. The bond or stock itself is held in a
financial center state. Those states are now claiming that the
interest or dividend should be deposited into the unclaimed
property account in the state where the paper actually resides as
opposed to the state where the individual who purchased and owned
the bond resided. Section 1 creates a presumption that the
interest or dividend is presumed abandoned in Montana rather than
in one of the financial center states.

Section 2 increases the threshold amount for property
reported in aggregate from $10 to $25. It makes it easier for
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banks and other institutions to report these amounts. Montana is
one of only 2 states out of 42 with abandoned property statutes
that require separate reporting of accounts less than $25.

Sections 3 and 4 allow for the property deemed abandoned to
be sent to DOR and held there at the time the report of
abandonment is filed from the bank, institution, or individual
holding the property. The bill originally has the holder
retaining the property during the three month period of
notification. '

Section 5 is changes the ability of DOR to enforce the
reporting and delivery requirements. A new sub (b) gives the
Department greater latitude to enforce unclaimed property claims
against the federal government by giving them an unlimited
statute of limitations to claim abandoned property held by the
federal government. The federal government has typically not
been very cooperative with the states in this regard.

Section 6 corrects a revision to the act in 1989 dealing
with retroactive applicability. Paul Johnson, Assistant Attorney
General, will present further testimony regarding this section.

Section 9 establishes various effective dates.

Senator Mazurek presented an amendment which combines
language from sub (3) and (4) in Section 9 (Exhibit #1).

Proponents' Testimony:

Denis Adams, Director, Department of Revenue, expressed
support for the bill. He said there are four issues of
particular interest to the Department as explained in Exhibit #2.

Paul Johnson, Assistant Attorney General, presented
testimony which clarified amendments in Section 6. 1In the bill
there is a five year dormancy period before any obligations arise
on the part of a holder of abandoned property. At the end of the
five year period the reporting and delivery requirements become
effective. By making the estimation provision retroactive to
December 31, 1988, the investigators from DOR could not avail
themselves of the estimating provision until 1993. The amendment
makes the estimation provision available for all currently
enforceable obligations of holders of unclaimed property as of
1991. This includes going back five years to cover the five year
presumption of abandonment period and then back another ten years
to cover the ten statute of limitations that is provided in the
unclaimed property act to December, 1976.

Opponents' Testimony:

There were no opponents.
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Questions From Committee Members:

Senator Towe asked about the amount and size of abandoned
property DOR has dealt with over the past ten years.

Jeff Miller, DOR, said the property has typically been small
in nature. Over past ten years, however, over $7 million has
been recovered, and owners have been reunited with over $2
million of that amount. Occasionally, large amounts have been
received, but the typical property runs under $500.

Closing by Sponsor:

Senator Mazurek closed.

EXECUTIVE ACTION ON SENATE BILL 177

Amendments, Discussion, and Votes:

Senator Towe moved to amend the bill on page 8, line 11,
following "federal government," by striking "the" and inserting
llall .

The motion CARRIED unanimously.

Senator Towe moved to amend the bill as per the amendments
in Exhibit #1.

The motion CARRIED unanimously.

Recommendation and Vote:

Senator Towe moved SB 177 Do Pass As Amended.

The motion CARRIED unanimously with Senator Yellowtail
excused.

HEARING ON SENATE BILL 202

Presentation and Opening Statement by Sponsor:

Senator Tom Hager, District 48, sponsor, said the bill deals
with the problem encountered by an acquaintance of his who
prepares tax returns., It is very difficult to find out the
amount of municipal bond interest that is paid on bonds from
another state. Municipal bond interest and state bond interest
is not taxable on the federal return, but on the Montana return
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it is taxable if it is paid by another state. It is very
difficult to find out those amounts. The bill has a new sub (b)
in Section 1 which says all interest income from obligations of
another state or any of its subdivisions shall be reported.
Senator Hager quoted from a letter in support of the bill
(Exhibit #3).

Proponents' Testimony:

Jeff Miller, Administrator of the Income and Miscellaneous
Tax Division, Department of Revenue, expressed support for the
bill. He said they are currently processing about 12,000 returns
that fall into this category. He said the bill will give DOR a
better compliance tool and help with enforcement.

Opponents' Testimony:

There were no opponents.

Questions From Committee Members:

Senator Towe asked if this is form 1099.
Mr. Miller replied that it is.

Senator Gage asked if all the interest reports can be lumped
together or is a separate one needed for each fund for each
state.

Mr. Miller said the law is quite broad and Montana would
accept the report in the aggregate.

Senator Towe wondered if this would obligate a bank acting
as a trustee to report all the income.

Jeff Miller said the definition of information agent as it

appears in 15-30-101 would indicate a bank would be responsible
for reporting.

Closing by Sponsor:

Senator Hager closed.

EXECUTIVE ACTION ON SENATE BILL 202
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Amendments, Discussion, and Votes:

Senator Towe moved to amend page 1, line 25, following
"income" by inserting "in excess of ten dollars".

The motion CARRIED unanimously.

Recommendation and Vote:

Senator Doherty moved SB 202 Do Pass As Amended.

The motion CARRIED unanimously with Senator Yellowtail
excused.

-

EXECUTIVE ACTION ON SENATE BILL 152

Amendments, Discussion, and Votes:

Senator Towe presented his proposed amendments to SB 152,
page 5, as per the attached Exhibit #4. He explained the
language on lines 20 and 21 is stricken because the question was
raised as to the definition of "under the control of". The
stricken language on line 23 - 25 through line 1 on page 6 is
also stricken due to the "control" issue and new language is
inserted as per Exhibit #4. (See attached standing committee
report for SB 152.)

Senator Van Valkenburg suggested adding the words "for a
profit" following "leased" in the 5th line of the proposed new
language as noted in Exhibit #4. Senator Towe agreed and
included that language in the body of the amendment.

Senator Towe moved to amend SB 152 as per the amendments in
Exhibit #4 and the attached standing committee report.

The motion CARRIED unanimously.

Recommendation and Vote:

Senator Towe moved SB 152 Do Pass As Amended.

The motion CARRIED unanimously with Senator Yellowtail
excused.
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EXECUTIVE ACTION ON SENATE JOINT RESOLUTION 11

Recommendation and Vote:

Senator Doherty said the justification for doing the study
on the liquor license quota system now is the gambling issue.
Restaurants have to compete with gaming establishments for liquor
licenses and that competition is very tough.

Senator Doherty moved SJR 11 Do Pass.

The motion CARRIED on a roll call vote (Exhibit #5).

EXECUTIVE ACTION ON SENATE BILL 69

Discussion:

Senator Eck said she felt the bill could not be amended to
suit Senator Crippen's concerns. She asked Jeff Martin to
present some proposed amendments to the bill. Mr. Martin
submitted some suggested changes from Hugh Zackheim (Exhibit #6).
He said some confusion arose over the double negative which said
since the restrictive covenants did not have anything about using
the land for residential or commercial use then it also could not
be classified as agricultural land. The purpose of the
amendments was to ensure that conservation easements were not
taxed other than the current method.

The Committee decided to hold any further action until they

had the second reading (yellow) copy of the bill to work from at
a future meeting.

EXECUTIVE ACTION ON SENATE BILL 85

Amendments, Discussion, and Votes:

Senator Eck said she did not want to accept the amendments
proposed by the Department of Revenue which would define
"educational purposes"”.

Senator Eck moved the amendments on page 5, striking
lines 15 through 17, and lines 22 through 24.

The motion CARRIED unanimously.

Senator Brown asked how the bill would now affect the radio
station in Havre (Highline Christian Fellowship).
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Senator Eck said District Court ruled for the radio station
in that case. DOR wanted the amendments that redefine
educational purposes and if those amendments were adopted, DOR
would appeal the ruling to the Supreme Court.

Senator Towe referred the Committee to the language
"indefinite in number" on lines 20 -21, page 5. He felt it is an
impossible definition and should be stricken from the bill.
Senator Towe moved to strike lines 20 and 21 in their entirety.

The motion CARRIED unanimously.

Senator Towe moved to further amend the bill on page 6, line
1, following "gratuity" by inserting "or grants" and on line 2
following "merchandise" by inserting "memberships,".

The motion CARRIED unanimously.

Senator Harp asked if the Department of Revenue brought this
bill to the legislature.

Senator Eck replied the problem was presented to the Revenue

Oversight Committee by the Department and ROC then proceeded with
the bill.

Recommendation and Vote:

Senator Eck moved SB 85 Do Pass As Amended.

The motion CARRIED unanimously with Senator Yellowtail
excused.

ADJOURNMENT

Adjournment At: 10:00 a.m.

-

i .
SENATOR MI /EéﬁﬁIGAN,Chalrman

4

“JILL D. ROHYAN®, Secretary

MH/jdr
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ROLL CALL

SENATE TAXATION COMMITTEE

o

DATE 2{9{2 /

& .2 —LEGISLATIVE SESSION

NAME PRESENT ABSENT EXCUSED
SEN. HALLIGAN X

SEN. ECK X

SEN. BROWN X

SEN. DOHERTY X

SEN. GAGE X

SEN. HARP X

SEN. KOEHNKE Y,

SEN. THAYER X

SEN. TOWE Y

SEN. VAN VALKENBURG X

SEN. YELLOWTAIL g X

Each day attach to minutes.
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Amendments to Senate Bill No. 177
First Reading Copy

Requested by DOR
For the Committee on Taxation

Prepared by Lee Heiman
January 24, 1991

1. Title, line 22..
Following: line 21

Insert: "“AN"

Following: "APPLICABILITY"
Strike: "DATES"

Insert: "DATE"

2. Page 9, lines 11 and 12.
Strike: subsection (3) in its entirety
Renumber: subsequent subsections

3. Page 9, line 13.
Strike: "Section"
Insert: "Sections 1 and"
Strike: "applies"
Insert: "apply"

SENATE TAXATION

EXHIBIT NO

|
owte___ 2/ S,/ Y
BiLL NO.__ 8 /77

sb017701.alh



SENATE TAXATION

EXHIBIT NO.___=2
owre____ /5 /9] .
BAL NO_ %3 /77 {:._

1. Simplification of unclaimed reporting requirements by
increasing the minimum amount to be reported from $10 to $25, and
eliminating the need for two reports by having the holder of the
unclaimed property deliver the property to the department along

with the initial report.

2. Elimination of the statute of 1limitation defense by
federal, other states, or local governments to actions brought by
this state to obtain unclaimed property. The federal government
and other states do not uniformly report unclaimed property. In
some instances the state does not discover such entities hold
unclaimed property until after the statute of limitation has run.

3. Clarification of the definition of unclaimed property to
specifically provide that the term unclaimed property includes not
only intangible property such as stocks and bonds but it also
incudes the dividends or interest which may have accrued on those

stocks or bonds.

4. Clarify that the department's authority to estimate
unclaimed property 1is coextensive with the time period for

reporting unclaimed property.
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From Becky Bewnedict
121 Grand
Billings MT 59181

-

To: Tam Hager

As a tax service prepares over 4588 returns annually, we
would like to support Senate Bill 282. I beleive this bill
would produce a great deal of revenue for the state of
Montana that brokers are advising their clients to ignore,
and taxpayers are not presently reporting.

The reason | say this is that of ten at age 65 a good deal of
municipal bond interest suddenly appears for clients that
previously had none.

I'm sure this bill would help to make the Department of
Revenue’s job easier, also.

Sincerely,

Becky Benedict, Enrolled Agent
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ROLL CALL VOTE SENATE TAXATION
EXHIBIT NO.___ 5
SENATE OOMMITTEE ON TAXATION , DATE_____ 2A5/9/ i
BLLNO___ Sdr s
Date = Yz STk Bill No.__// Time
NAME YES NO
.
SEN. HALLIGAN X
SEN. BROWN | X
SEN. ECK %
SEN. GAGE | 1%
SEN. VAN VALKENBURG Y
SEN. HARP ' Y
SEN. YELLOWTAIL
SEN. THAYER X
SEN. TOWE X
SEN. KOEHNKE X
SEN. DOHERTY v

Motion: S TR 2P0 APro.p/

Eppsnd




v SEMATE TAXATION g
EXHIBIT NO .‘
BILL NO___ /5 / 7 A

T

To Senator Eck

From: [ elm, Montana Nature Conservancy
Re: Amending SB 69
cC: Dave Woodgerd, Department of Revenue

Based on my testimony, please consider revising SB 69 as indicated
below. This revision would allow the Department of Revenue to
properly classify lands that prohibit agriculture but remain open
to development. = This revision would not allow a higher tax
classification to be applied to lands on which both agriculture and

development are prohibited for conservation purposes.

Revise 15=7-202 (4) to read:
(4) Land shall-—net-be—elassified or—valuedas—agrieulbturalif
Pvede i iotd iting may not be

classified or valued as agricultural land under this part if it is

burdened with restrictive covenants that:

(a) prohibit its use for agricultural purposes;

c) are in effect on Janua 1l of the vear of assessment.
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SENATE STANDING COMMITTEE REPORT

Page 1 of 1
February %5, 1291

MR. PRESIDENT:

We, vour commibit=es on Taxation having had under considerating
Senate Bill No. 134 (fiprst reading zcopy -- white), respectfully
raport thath Senata Bill No. 194 do¢ pass,

Iy

ST ST , L L
~ Signed:. __ 7 - ~.;rfL;@\ .

Mike Halligaf, Chalrman
LS

~—’

Ll . T T/

/épﬁ. Coord.
P2 o5 B as

Sec. of Senate

2613563C.3171
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SENATE STANDING COMMITTEE REPORT RR

Page 1 of i
February 6, 1991

MR. PRESIDENT:

We, your committee on Taxation having had under consideration
Senate Bill No. 177 (first reading copy ~-- white), respectfully
report that Senate Bill No. 177 he amended and as so amended do
pPass:

1. Titlae, line 13,
Following: "GOVERNMHENT,"
Strike: "THE"

Insert: "A"

2. Title, line 22.
Following: line 21

Insert: "AN"

Following: "APPLICABILITY"
Strike: "DATES"

Insert: "DATE"

3. Page 8, lxne 11.

Strike: "L

Ingsert: "a”

4, Page 2, 1linag 11 and 12

Strike: ubgevtion {3} in 1t3s entirety
Renumber: ubsejquent subsa2cticn

5. Page 2, line 13.
Strike: "Section”
Insert: "Sections ! and”
Strike: "applies”
Insert: "apply”

6. Page 9, line 14.
Following: “"government,”
Strike: "the”

Insert: "a” y

Signed:

Mike Halligan, Chairman

s A
At ,4/’19',79/
ggkid. Coord.
SNl = R A

Sec. of Senate

2712548C.531



SENATE STARDING COMMITTEE REPORT

Page 1 of 1
February 6, 1991

MR. PRESIDENT:

We, your committee on Taxation having had under consideration
Senate Bill No. 292 (first reading copy -- white), respectfully
report that Senate Bill No. 202 be amended and as 30 amended do
pass:

1. Page 1, line 25.
Following: "income”
Insert: "in excess of §107
:7. )
. GNP B

Signed: I P A
Mike Halligan, Chairman

2 2-4-7/

S4d, Coord.

Pl _ /"/5}’
Sec. of Senate

2712578C.3831



SENATE STANDING COMMITTEE REPORT

Page 1 of 1
February 5, 1991

MR. PRESIDENT:

We, your committee on Taxation having had under coansideration
Sepnate Joint Regolurnion No. 11 (first reading <opy - - white),
raspectfully report that Senate Juint Resolubtion Nu. 11 do pass.

./, S & ”1 4‘“9’
Signed: S it it
Mike Halliagdn, THatrman
e
o »
-
/pad. Coord
. 2 Len — 5
T e S5 205
Sec. 2f Zenate
2613588C . 3131



SENATE STANDING COMMITTEE REPORT
Page 1 of f
February 6, 1991
MR. PRESIDENT:

We, your committee on Taxation having had under consideration

Senate Bill No. 85 (first reading copy -- white}, respectfully
report that Senate Bill No. 8% be amended and as so amended do
pass:

1. Page 5, lines 15 through 17.

Strike: "makes" on line 1% through "it" on line 17
2. Page S, "lines 20 through 24.

Strike: subsections (ii) and (iii) in their entirety
Renumber: subsequent subsection

3. Page 6, line 1.

Following: "gratuity”
Insert: "or grants”

4., Pag=s 6. line 2.
Following: “"mzrchandisa”
Insart: ", weaberships.”

Signed:

Mike Halligan, Thairman

sy = =85 P
_ /Bthd. Coord.
P

TP D ]S

Sec. of Senate

2713015C.8j31





