MINUTES

MONTANA SENATE
52nd LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By Chairman Mike Halligan, on April 29, 1991, at
7:35 p.m. The secretary noted the roll.

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)
Van Valkenburg (D)
Bill Yellowtail (D)

Members Excused: none
Staff Present: Jeff Martin (Legislative Council).

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

Announcements/Discussion: none

HEARING ON HB-959

Presentation and Opening Statement by Sponsor: Representative
Dan Harrington, District 8, said HB-959 is the "Son of SB-461 or
Son of Sam"! This bill is not near to his heart, but this is
what happens in the final hours. In Montana today, if you ask
for an extension on your income tax you are not charged interest
and penalty. HB-959 will charge a late filing fee, and a penalty
fee on estimated income tax payments. HB-959 sets aside money
for the Department of Revenue to set up and administer this
system. The original bill has been amended. It estimates
revenue to be about $11 million dollars.




Proponents' Testimony: none

Opponents' Testimony: none

Questions: asked in Executive Action.

Closing by '‘Sponsor: Representative Harrington had no closing
remarks.

EXECUTIVE ACTION ON HB-959

Discussion and Questions From Committee Members:

Senator Thayer asked where in the bill the penalty section is?
Mr. Jeff Miller, Department of Revenue, said this bill will
require that a person has met their current year tax liability,
or have paid 100% of the previous tax liability to obtain an
extension. Currently extensions are granted automatically up to
six months upon request, and no payment required. So 100% of
previous year had to be paid through estimating or withholdings,
or 95% of the current liability will have been paid to secure an
extension., If a person does not meet the requirements, 100% of
previous or 95% of current, then the extension would be invalid,
and they would be subject to the late file and late pay fee.

Senator Towe said he could not support late pay. This is not how
the federal system is administered. Mr. Miller said the federal
system requires payment to secure an extension. Senator Towe
said if you miss the date then a penalty is paid. Mr. Miller
said the federal penalty is a combination of penalty and
interest. Montana's current penalty is 5% late file, and 10%
late pay on the amount of tax due.

Senator Gage asked if this means that you do not have to have met
the quarterly payment deadline as long as you've paid by the
extension deadline? Mr. Miller said that is correct. There are
no longer any changes to the existing estimated tax schedules.

By April 15, if you have met the requirements, 95% paid of
current, and 100% previous, the extension will be granted.

Senator Doherty stated that SB-461 had an estimated $40 million
dollars in revenue. HB-959 has an estimated $11 million dollars.
Where is the $29 million dollars go? Mr. Miller said the reason
there is $11 million in HB-959 is that in recent years 26,000
people have filed extensions and paid $14 million after the due
date of April 15th. About $1-$2 million of that falls within the
same fiscal year as the tax return due date. The rest, $10-11
million falls July through October, and so it falls into the
subsequent fiscal year. This is the revenue that will be
accelerated. In SB-461 two full quarters were going to be
accelerated into the fiscal year it was to be implemented. HB-
959 does not do that. HB-959 accelerates '91 tax, and SB-461
accelerated '92 tax.

TA042991.SM1



SENATE TAXATION COMMITTEE
April 29, 1991
Page 3 of 4

Senator Doherty asked if it will be possible to come back to this
area and pick up this revenue? Mr. Miller said yes it would.

Senator Van Valkenburg asked Miss Judy Rippingail why the level
of appropriation is so high? Miss Rippingail said $215,00 was
based on HB-416 requirements. The department trimmed down the
appropriation and gave it to Representative Mercer. Somewhere it
was overlooked. She said the level of the appropriation the
department proposed was $134,154 for the first year, and $102,134
for the second year. The department would need to process
payment (Grade 7, step 2, 1 FTE), pre-entry and file(Grade 6, 1
FTE), and an office audit to set up system (2 of these),
operating and capital expenses.

Senator Harp said SB-461 had an original appropriation of
$383,000 for the biennium, and 6 1/2 FTEs. HB-959 is a lot less
work, but still a lot of money.

Mr. Miller said it is difficult to predict the number of
penalties in the first few years.

Senator Towe asked Mr. Miller about misjudgment in estimating a
return? Mr. Miller said that 95% of the payment would be in by
April 15th. Senator Towe gave an example of a person with farm
income paying $20,000, and the estimate is $19,950. On the $50
underpay, this person will pay 5% of $20,000 ($1000) + 10% of $50
($5) for a total of $1005 for under estimating $50. Mr Miller
said that was correct. Senator Towe suggested taking off the 5%
of the total tax due. Mr. Miller said that this late filing
could be addressed in rule making. If the person had met the
threshold requirements, 100% of previous and 95% of current, and
had filed the application for an extension, then the rule could
be that there would be no late filing penalty.

Amendments, Discussion, and Votes:Senator Harp moved amendments
to HB-959 (Exhibit #1). These amendments are coordination
instructions for all bills referring to SB-461 to be replaced
with HB-959.

Senator Brown wanted to be sure that the funding tied to SB-461
would be affordable under HB-959 and the $11 million. Senator
Van Valkenburg said that this amendment is a safety net. He has
held off on a Conference Committee on SB-17 which would get
funding from SB-461.

Motion: The motion to amend HB-959 with coordination
instructions passed unanimously.

Motion: Senator Van Valkenburg moved to amend the appropriation
to $108,025 the first year, and $78,705 the second year based on
Miss Rippingail's testimony. This would be based on dropping on
FTE Grade 10.
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The motion to amend the appropriation passed unanimously.

Motion: Senator Towe moved to amend Page 5, subsection b,
following "liability" insert "provided in 15-30-321, the 5%

failure to file penalty shall not apply if the application is
timely filed."

Senator Harp asked Mr. Miller is this could be done in rule
making? Mr. Miller said that yes it could. This will be a new
system that is being set up, and rules that state if #1 the
applicant has met the payment threshold (100% of previous, 95% of
current), and #2 application has been filed, then that would
constitute filing on time. Therefore, it would not be a late
filing penalty.

Senator Towe stated that if this is so easy, then anything can be
done. He was suspicious.

Senator Thayer suggested having the same language as the federal
penalties. Senator Towe stated that the department wanted more
money than the federal penalties assess.

Vote on the motion: Senator Towe's amendment to Page 5,
subsection b, failed 5 to 6, and was recorded as a roll call
vote. Senators Brown, Gage, Harp, Van Valkenburg, Yellowtail,
and Halligan voted against the motion.

Motion: Senator Van Valkenburg moved to concur in HB-959 as
amended. The motion passed 9 to 2. Senators Towe and Doherty
voted against the motion. Senator Halligan will carry HB-959.

ADJOURNMENT

Adjournment At: 8:00 p.m.
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Amendments to House Bill No. 959
First Reading Copy

For the Committee on Taxation
Requested by Senator Harp

Prepared by Greg Petsch
April 29, 1991

1. Page 70, line 1.

Following: page 69

Insert: "NEW SECTION. 8ection 42. Coordination instruction.

In any bill referring to Senate Bill No. 461, the reference

to Senate Bill No. 461 is changed to House Bill No. 959."

Renumber: subsequent sections
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the return to the effect that the statements contained therein
are true, Blank forms of return ‘ghall be furnished by the
department upon application, but\failure to secure the form shall
not relieve any taxpayer of the obhligation to make any return
required under this law. Every taxpayer liable for a tax under
this law shall pay a minimum tax of $1.

(2) An automatic 6-month extension of time for filing a
return is allowed, provided that: . ~

(1) on or before the due date &f the return, an application
is made on forms available from the department or in writing to
the department; and

(b) the applicant has paid by eslimated tax payments,
withholding tax, or a combinatlon of estimated tax payments and
withholding tax 95% of the current year(s tax liablility or 100%
of the previous year's tax liabillty."/*

NEW SECTION. Section 2. Appropriation. There is
approprlated from the general fund to the department of revenue
$215,023 for fiscal year 1992 and $173,748 for fiscal year 1993
to implement the provisions of [this act]."

Renumber: subsequent sections

6. Page 70, line 2,
Strike: "This act"
Ingsert: "Section 1"

7. Page 70, line 4.

Strike: "date"

Insert: "dates"

Following: "." A

Insert: "(1l) Except as provided in subsection (2),"
Strike: "This"
Insert: "this"

8. Page 70, line 6.
Insert: "(2) [Section 2] is effective July 1, 1991."




HOUSE COMMITTEE OF THE WHOLE AMENDMENT
House Bill 959
Representative Mercer

April 29, 1991 3:40 pm
Page 1 of 2

Mr. Chairman: I move to amend House Bill 959 (first rpading copy
-- white). ) '

//;4”\ ’/(((,«,)/

Repreepntntlve M@rcbr /

g L
And, that such amendments to louse Bill 959 read as followq- H J .

Signed:

1. Title, lines 5 through 9,

Following: ";" on line 5

Strike: remainder of line 5 through line 9 in ita entirety

Insert: "PROVIDING THAT TO RFE ELIGIBLE TO APPLY FOR AN EXTENSION
OF TIME FOR FILING A RETURN, A TAXPAYER MUST HAVE PAID BY
ESTIMATED TAX PAYMENTS, WITHHOUDING TAX, OR A COMBINATION OF
FSTIMATED TAX PAYMENTS AND WITHHOLDING TAX 95 PERCEMT OF THE
CURRENT YFAR'S TAX LIABILITY OR 100 PERCENT OF THF PREVIOUS
YEAR'S TAX LIABILITY; PROVIDING AN APPROPRIATION;"

2. Title, lines 10 through 12
Following: "AMENDING" on line 10

Strike: remainder of line 10 through line 12 in its entirety
Insert: "SECTION"

3. Title, lines 13 through 21.
Following: "15-30-144" on line 13
Strike: remainder of line 13 through "19-13-1003" on line 21

4, Title, line 22,
Strike: "AN IMMEDIATE"
Following: "RFFECTIVE"
Strike: "DATE"

Insert: "DATES"

5. Page 2, line 1 through page 69, line 25.

Strike: sections 1 through 41 in their entirety

Insert: "Section 1, Section 15-30-144, MCA, is amended to read:
"15-30-144, Time for filing -~ extensions of time. (1)

Returns shall be made to the department on or before the 15th day

of the 4th month following the close of the taxpayer's fiscal

year, or if the return is made on the bhasis of the calendar year,

then the return shall ba made on or before the 15th day of April

following the close of the calendar year. Each return shall set

ADOPT



Amendments to House Bill No. 959
First Reading Copy

For the Committee on Taxation

Prepared by Greg Petesch
April 29, 1991

1. Strike: House Committee of the Whole amendments in their
entirety

Amend House Bill 959 as follows:

1. Title, lines 5 through 9.

Following: ";" on line 5

Strike: remainder of line 5 through line 9 in its entirety

Insert: "PROVIDING THAT TO BE ELIGIBLE TO APPLY FOR AN EXTENSION
OF TIME FOR FILING A RETURN, A TAXPAYER MUST HAVE PAID BY
ESTIMATED TAX PAYMENTS, WITHHOLDING TAX, OR A COMBINATION OF
ESTIMATED TAX PAYMENTS AND WITHHOLDING TAX 95 PERCENT OF THE
CURRENT YEAR'S TAX LIABILITY OR 100 PERCENT OF THE PREVIOUS

YEAR'S TAX LIABILITY; PROVIDING AN APPROPRIATION;"

2. Title, lines 19 through 12

Following: "AMENDING" on line 10

Strike: remainder of line 1@ through line 12 in its entirety
Insert: "SECTION"

3. Title, lines 13 through 21.
Following: "15-30-144" on line 13 :
Strike: remainder of line 13 through "19-13-1003" on line 21

4, Title, line 22,
Strike: "AN IMMEDIATE"
Following: "EFFECTIVE"
Strike: "DATE"

Insert: "DATES"

5. Page 2, line 1 through page 69, line 25.
Strike: sections 1 through 41 in their entirety
Insert: "Section 1. Section 15-30-144, MCA, is amended to read:
"15-30-144. Time for filing -- extensions of time. (1)
Returns shall be made to the department on or before the 15th day
of the 4th month following the close of the taxpayer's fiscal
year, or if the return is made on the basis of the calendar vear,
then the return shall bhe made on or before the 15th day of April
following the close of the calendar year. Each return shall set
forth such facts as the department considers necessary for the
proper enforcement of this chapter. There shall be annexed to
such return the affidavit or affirmation of the persons making
the return to the effect that the statements contained therein
are true. Blank forms of return shall be furnished by the
department upon application, but failure to secure the form shall
not relieve any taxpayer of the obligation to make any return
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required under this law. Every taxpayer liable for a tax under
this law shall pay a minimum tax of S$1.

{2) An automatic 6-month extension of time for filing a
return is allowed, provided that:

{a) on or before the due date of the return, an application
is made on forms available from the department or in writing to
the department; and

(b) the applicant has paid by estimated tax payments,
withholding tax, or a combination of estimated tax payments and
withholding tax 95% of the current vear'’'s tax liability or 109%
of the previous year’'s tax liability."

NEW SECTION. Section 2. Appropriation. There is
appropriated from the general fund to the department of revenue
$108,225 for fiscal year 1992 and $78,705 for fiscal year 1993 to
implement the provisions of [this act].

NEW SECTION. Section 3. Coordination instruction. In any
bill referring to Senate Bill No. 461, the reference to Senate
Bill No. 461 is changed to House Bill No. 959."

Renumber: subsequent sections

6. Page 70, line 2.
Strike: "This act"”
Insert: "Section 1"

7. Page 70, line 4.

Strike: "date"

Insert: "dates"

Following: "."

Insert: " (1) Except as provided in subsection (2),"
Strike: "This"

Insert: "this"

8., Page 70, line 6.
Insert: "(2) [Section 2] is effective July 1, 1991."
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SENATE STANMDING COMMITTEE REPORT

HR., PRESGLDENT:

We, your committoes on Trxation having bad andey conmider gt ton
Houge Ri1L No, 9%9 (tirvet qaeading copy - whita), yeapect{ally
report that House BiID Moo 90592 he amended aal ae ao amenderd e
conengred ing

1. Stelke: Houge Committen of The Whole ameoadmont s jn theiy
sntirety

Amend House Bill 259 ar follage,

1. Title, lines 5% thyrongh ©

Following: ;" on lips 4

SLtrikes remainder of tine % thiough tins 7 Gy tte enptipety

Ingert: "PROVIDING THAT TO PR FLIGTRLE O APTLY POR AN LIRS TOH
OF TIHFE FOR FILIHG N HETURN, A TARPAYERR HUST HAVE FALL vy
FESTIHATED TAY PAYTHERTS, WITHHOLDING PAX, oF A CONRITNAT IO o
BOTTITHUATED TAX PRYHENTS AMD WITHROLDING TAL 95 PRPCORENT oD PR
CURBERT YHEARS TAX LIADTLITY R 160 PERCENT OF THE PRES LOIES
YEARTS PAX LIARTLITY; PROVIDYNG AN APPROFRIMTION; ™

20 Pivie, lipes 10 thoough 12

Following: "AMENDTNG" on line 10

Strike: vemainder of line 10 through line 1.2 i tts sntiyret -
Ingexty "SECTTONT

3. TiL)e, lines U3 Uhiough L
Following: "15-39 1447 on Line 12
Strike: vamainder of line 123 thyough "1 01 1aar” o Liue o4

4. title, line 22,
Stribe: "AR IMHEDIATHR"
Pallowing: "EFFECTIVR™
Strike: "DATET
tnanpts "DATES”
.o Page D, line 1 thraugh page 69, line 25,
Sraidtke: saections 1 thvengh 41 in thel)y entivety
Ingert: "Section 1. Sectjon 1530144, MOA, o amended to o
1R 20144, Time for tiling - extengions of Yime, (1)
Returng shall be wmade Yo the department on o before the 1%
of the 4th month following the olneae of Lhe taspayery's fieoal
yeayr, ot 1t the yebturpy i wmade an the bhasie of the calendar yoayg
then the return shall be made on oy batore the 19%th day of Apgld
following the ¢lose of the caloenday year, Dach petnrn shatt om
forth guch facts as the department congidars necengsary for the
proper epforcement. of thir chiawter . Thore ahiall be annexed oo
such returpn the afrfidavit or aflfirmetion of the porsons making
the retnurn Lo the effoot that the statewments contaiund theypsin
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