HOUSE RILL NO, 538
INTRODUCED 1Y HUDNNEKENS

DY REQUEST OF TUE CEPARTMENT OF REVENUE

IN THE BOUBE

Januacy 28, 1981 Introduced and referred to
Committee on Judiciary.
January 31, 19381 Fiscal note requested,
February 7, 1981 Piacal note returned,
Pehruary 17, 1961 Committee recommend bill do

not pass. Report adopted.

February 18, 1981 Ob4ection to adverse committee
report. Rereferred to
Committee on Judiclary.

Pebruary 20, 1%81 Committee recommend hill do
pass as amended. Report adopted.
February 21, 1981 Bill printed and placed on
rembers' desks.
Tebrusry 23, 198} facond reading, Mo pass,.
February 24, 1981 Correctly engroased,
Pobruary 25, 1941 rird reading, passed.

hyen, $9; Hoes, S5,
Transnitted to Senate,
W THE SENATE

March 3, 1981 Introduced and referred to
Committee on Judiciaxy,

Harch 24, 1981 Committee racommend hill be
concurred in as amended.
Peport adopnted,

March 26, 1921 Second reading, pass
consideration.

Mavrel 27, 1961 Second reading, concurred in.



March 28, 1981

Harch 28, 1981

April 8, 1981

April 9, 1981

Third reading, concurred in
as avended. Aves 47; Noes, U,

IN THE HOUSE

Returned from Senate with
apandnents.

Second veading, amendments
concurred in,

Third reading, amendments
concurred in. Ayes, 96;
Noes, 1. Sent to enrolling.

Reported correctly enrolled,
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1 ;i/ﬁ--lﬂgﬁﬂ- BILL NOe _ 338 1 cellect the tax or license fee may be brought at any timee.
2 INTRODUCED BY r“‘yh“*’1é4”’~ - 2 Whenever a return is required to be filed and the taxpayer
3 8Y REQUEST COF THE DEPARTMENT OF REVENUE 3 or licensee files a fraudulent returns the S5-year period
“ 4 provided for in subsection (1} does not begin until
5 A BILL FOR AN ACT ENTITLED: ®"AN ACT TO PROYIDE FOR A 5 determination of the fraud by the cdepartmente
6 GENERAL 5-YFAR STATUTE OF LIMITATIOMS TO ENFDRCE THE TAX AND & Section 2« Statute of limitationse (1) In the absence
T LICENSE LAWS ADMINISTERED BY THE OEPARTMENT OF REVENUE, 7 of a specific statute providing otherwise and subject to the
8 SUBJECT TO EXCEPTIONS FOR SPECIFIC STATUTES OF LIMITATIONS B provisions of subsection (3)y an action to collect a
9 PROVIDING OTHER PERIUDS; AND PROVIDING FOR RETROACTIVE 9 past-due tax or 1license fees including an additional
19 APPLICATION." 10 assessments penaltys or interesty must be brought within 5
u i1 years of the due date and an action to enforce any of the
12 3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 12 provisions of Title 16 must be brought within 5 years of the
13 Section le Statute of limitationse {1) In the absence 13 date a violation oCCuUrSse
14 of a specific statute providing otherwise and subject to ths 14 {2) For purposes of this sections tax or license fee
15 provisions of subsection (3)s an action to collect =a 15 refers to a tax or license fee administered by the
16 past-due tax or license feee including an additional 16 department under the provisions of Fitle 1l6.
17 2ssessmenty penaltys or interesty must be brought within 5 17 (3} HWhenever a return is required to be filed and the
16 years of the due date and an action to enforce any of the 18 taxpayer or licensee fails to file the returns an action to
19 provisions of Title 15 must be brought within 5 years cf the 19 collect the tax or license fee may be brought at any time.
20 date a violation occurse 20 whenever a return is required to be filed and the taxpayer
21 {2) For purposes of this sectiony tax or license fee 21 or licensee files a fraudulent returny the 5-year period
22 refers to a tax or license fee administered by the 22 provided for in subsection (1) does not begin until
23 dapartment under the provisions of Titlza 15, 23 determination of the fraud by the departments
24 {3) WwWhenevar a return is required to be filed and the 24 Section 3. Statute of limitationse (1) In the absence
25 taxpayer or licensee fails to file the return, an action to 25 of a specific statute providing otherwise and subject tc the
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provisions of subsecticon (3)e an action tc ccllect 3
past-due tax or license feey including an additional
assessmenty penaltyy or Interesty must be brought within £
years of the due date and an action to enforce any of the
provisions of 6%~1-222 +through 69-1-227 must be brought
within 5 years of the date a violation occurse

{2} For purposes of this sections tax or license fee
refers to a tax or license fee administered by the
department under the provisions of 69~1-222 through
£9-1-227«

{3) VYhenever a return is required to be filed and tha
taxpayer or Yicensee fails to file the returns an action to
collect the tax or license fee may be brought at any timee
Whenever a return is required to be filed and - the taxpayer
or licensee files a fraudulent returny the 5-year period
provided for in subsection {1) does not begin untid
determination of the fraud by the department.

Section 4e Codification instructions (1) Section 1 is
intended to be codified in Title 15+ chapter 1ls and the
provisions of:Title 15 apply to section 1le

(2) Section 2 is intended to be codified In Title 16y
chapter 1y and the provisions of Title 16 apply to section
2e

{3} Section 3 is Intended to be codified in Title 59y

chapter 1le part 2, and the provisions of 69-1-222 through

-

LC 0763701

69~1-22T apply tc section 3.

Section 5« Applicahilitye This act applies to tax
years beginning after December 31ls 13980y and to 211 prior
tax yoars for which the liability for taxes has not been
discharged by statutes

~End-



STATE OF MONTANA

REQUEST N0, _ 206781
FISCAL NOTE
Form BD-15
In compliance with a written request received . __. February 2 , 19 81 , there is hereby submitted a Fiscal Note
for . ___I_'ll_ouse . Bill 5%.8 - pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION

This proposal would create a general five year statute of limitations on actions to
enforce tax debts created under Title 15 and for enforcement of provisions of Title
16. The general five year statute would be superceded in any case where a specific
statute applies. In cases where fraud is involved, the general statute would not
begin to run until the fraud is discovered.

IMPACT

It is impossible to determine the fiscal impact of this proposal. In many cases, the
complexity of tax law together with the large number of returns and the relatively
small staff involved make it extremely difficult for the Department to bring action
within two years of the due date of the tax.

The Corporation Tax Division of the Department of Revenue relied upon statutory
authority which allowed it to go back an indefinite number of years to assess tax
against corporations which were discovered doing business in Montana but not filing
corporation license tax returns. A District Court decision in mid-1980 held that
the statute upon which the Division relied, had actually been impliedly repealed by
action of the 1963 Legislature and that the general two year statute of limitations
controlled.

The practical effect of this decision was to bring the Division's nexus program to a
halt. Identifying corporations which have done business in the state over the
course of many years and not filed returns is a difficult task. Without the
authority to go back through the years to collect tax due, the rationale for
expending time to develop a case is lost. It is in cases where the unpaid liability
extends over a period of several years, that a considerable amount of revenue

will be lost to the state. Three and one half million dollars have been recovered
during the five years the nexus program has been in existence.

NOTE

This proposal has potential application to tax liabilities which have not been
discharged by statute but which arose in tax years beginning prior to January 1, 1981.

PREPARED BY THE DEPARTMENT OF REVENUE BUDGET DIRECTOR
Office of Budget and Program Planning

Date:_z,“‘\“q!
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Approved by Committee

on Judiciary

HOUSE BILL ND. 538
INTRODUCED BY. HUENNEKENS

BY REQUEST DOF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTJTLED: AN ACT T0O PROVIDE FBR—A
QENERAL~ S~ FEAR- STAFUF E-DF L FMITATFEBNS-FO-ENFORE E~FHE-FAX—ANS
LHEENSE~ ~EANS—~ABMEINESFERED— - BY— —FHE~-DEPARTMENT-BF ~-REVENUEY
SUBIEEF - FO-EXCEPFIONS—FOR-SPECEF IE-SFATFUFES——OF -~ LI MIFAFEBNS

PREBVIDING———BFHER-—--PERFBBS PROVIDE A 5-YEAR _STATUTE OF

LIMITATIONS TO ENFORCE_THE PROVISIONS OF TITLE 1S5+ CHAPTER

31s__MCAy RELATING_ _TO THE CORPORATE LICENSE TAXy AND TO

COLLECT UNPAID TAXES UNDER THAT CHAPTERy WITH EXCEPTIONS _FOR

FRAUD AKD FAILURE TO FILZ: AND PROVIDING FOR RETROAECTIVE

APPLICATION.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Refer to Introduced Bill
(5trike everything after the enacting clause and insert:)
Section 1. Statute of limitations. (1) Except as
provided ‘in subsection (2}» an action to collect a past-due
tax imposed pursuant to this chapter or to enforce a
provision of this chapter must be brought within S years of
the due date of the tax or the date of a violation.
{2) Whenevar a return is required to be filed and the

taxpayer fails to file the returny an action to collect the
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tax may be brought at anytime. Wwhenever a return is
requited to be filed and the taxpayer files a fraudulent
returns the S-year period provided for in subsection (1)
does not begin until determination of the fraud by the
department .«

Section 2. Codification. Section 1 is intended to be
codified as an integral part of Title 15+ chapter 31y and
the provisions of Title 15+ chapter 31y apply to section 1l.

Section 3es Applicabilitye This act applies to tax
years beginning after December 31+ 1980y and to all prior
tax years for which the Viability for taxes has not been
discharged by statutee

-End—

-2 H3 538
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1 HOUSE BIilL ND. 538 1 tax may be brought at anytime. whenever  a return is
2 INTRODUCED BY MUENNEKENS 2 required to be filed and the taxpayer files a frauvdulent
3 BY REQUEST OF THE DEPARTMENT OF REVENUE 3 feturny the 5-year period provided for in subsection (1)
& & do2s not beqgin until determination of the fraud by the
5 A BILL FOR AN ACT ENTJTLED: "AN ACT TO PROVIDE FHA—-—A 5 departmente

& IENERAL - 5-FEAR- STATUF E-BF-L EMETAFIENS - 0 ENFORE £ ~FHE-FAX—-ANS ] Section 2. Codification. Section 1 is intended to be
7 CHEENSE——LANS—ADMINESTERED- ~B¥— ~FHE - —BE PARTMENT -OF -REVENDEY - T codified 3as an integral part of Title 15+ chapter 3Ls and
8 SURIECTF—FO-EREEPFIONS —F BR~S PEEIFIE~ 5 FATUFES—~BF~—L I MEFAT EONS 8 the provisions of Title 15y chapter 31y apply to Section T
9 PREVIDING—-GFHER-—-PERFODS PROVIDE A _3-YEAR _STATUTE OF 9 Section 3. Applicability. This act applies " to tax
10 LIMIYATIONS YO ENFORCE THE PROVISIONS DF TITLE 1S5y CHAPTER 10 years beginning after Oecember 31+ 1980y and to all prior
11 31y MCAy RELATING TO THE_ CORPORATE LICENSE TAXy AMO ¥O 11 tax years for which the liability for taxes has not Dbeen
12 COLLECT UNPAID TAXES UNDER THAT CHAPTERy WITH EXCEPYTIONS FOR 1z discharged by statutee.

13 FRAUD AND FAFLURE TO FILET AND PROVIDING FOR RETROACTIVE -End—

14 APPLICATION."
15

16 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MOMTANA:

17 Refer to lntroduced Bill

18 [(Strike everything after the enacting clause and insert:}
i9 Section 1. Statute of limitations. {1} Except as
20 provided 'in subsection (2} an action to collect a past—due
21 tax jimposed pursuvant to this chapter or  to enforce a
22 provision of this chapter must be brought within 5 years of
23 the due date of the tax or the date of a violation.

24 {2} 4Whenever a return is required to be filed and the
25 taxpayer Fails to file the returnes an action to collect the

-2- HB 538

THIRD READING
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HOUSE BILL NO. 538
INTRODUCED BY rUENNEKENS

8Y REQUEST OF THE DEPARTMENT OF REVENUE

A 3TLL FOR AN ACT ENTITLED: "AN ACT TO PREVEISE FBA--A
SENERAL-S~¥EMR-STAFUF E-OF L EMEFA FIONS~FO—ENFBREE -FHE-FAX-AND
EICERSE~—LANS — ABMINESFERED - —BY~ ~FHE--BEPARTMENT-OF -—REVENYEY
SUBICEF-FB-ENCEPTIONS—FOR-SPECHIF e~ SFATUFES—BF ~~EIMEFATIONS

PREVEIBEING——-SFHER-——PERIEBS PROVIDE A S-YEAR STATUTE OF

LIMITATIONS TO ENFORCE THE PROVISIONS OF TITLE 15s CHAPTER

31e  MCAs RILATING TO_ THE CORPORATE LICENSE TAXs AND TO

COLLECY UNPAID TAXES UNDER _THAT CHAPTERs WITH EXCEPTIONS FOR

FRAUD AND_FAILURE TO FILE; AND PROVIDING FOR RETROACTAVE

APPLICATION.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Refer to Introduced 3ill

{Strike evgtything after the enacting clause and insert:)
Section 1. Statute of Jlimitationse (1) Except as

provided in subsection (2} an action to collect a past—-due

tax imposed pursuvant to this chapter or to enforce a

provision of this chapter must be brought within 5 years of

the due date of the tax or the date of a-vioistien FILING

THE RETURNy WHICHEVER IS LATER.

{2) MWhenever o return is required to be filed and the
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taxpayer fails to file the returns an action to collect the
tax may be brought at any time. Whenever a retusrn is
required to be filted and the taxpayer files a fraudulent
returns the 5-year period provided for in subsection i1)
does not begin until determimation DISCOVERY of the fraud by
the department.

Section 2. Codificatione. Section 1 is intended to be
codified as an integral part of Title 155 chapter 31, and
the provisions of Title 15, chapter 31s apply to section ie

Section 3. Applicability. This act applies to tax
years beginning after December 31y 1980, and to all prior
tax years for which the liability for taxes has not been
discharged by statute.

-End-

-2= HE 538

REFERENCE BILL



March 24, 1981

SENATE STANDING COMMITTEE REPORT
(Judiciary)

That House Bill No. 538 be amended as follows:

1. Title, line 5.
Following: "TO"
Strike: "PROVIDE"

2. Page 1, line 23.

Following: "or the date of"

Strike "a violation"

Insert: "filing the return, whichever is later"

3. Page 2, line 4
Following: "until”
Strike: "determination"
Insert: “discovery"



