MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

January 18, 1985

The ninth meeting of the Senate Taxation Committee was called to
order by Chairman Thomas E. Towe at 8:03 am in Room 415 of the
Capitol Building.

ROLL CALL: With Senator Severson excused all other members of the
committee were present.

CONSIDERATION OF SB 72: Senator Tom Hager, Senate District 48, was
recognized as chief sponsor of the bill. He first offered amendments
(Exhibit 1). The amendments include tier 1 railraod retirement pen-
sion funds in the bill and make the bill retroactive for 1984 income.
Discussing the bill as a whole, he said that Montana has never taxed
this income previously. This year, because of piggybacking on fed-
eral law changes, Montana was now taxing these sources of income
without consideration by the Legislature at any time. He said that
the tax creates a tax windfall at the expense of a select group of
people. Further, he feels that well-to-do persons affected by the
bill spend time in warmer climates and could choose to have their
taxable residence in another state if this problem is not addressed.

PROPONENTS

Sam Ryan, an elderly home owner, said that tax breaks given to
seniors previously were negated by this bill.

Tom Ryan, representing the Montana Senior Citizens Association, veri-
fied previous testimony and said that this issue has been more discus-
sed than any other among seniors. Many seniors have a hardship with
upfront medical cost, and a 12 percent raise in utilities rates.

He said these are not luxuries, but necessities and they cannot now
afford to pay tax on social security income. He submitted written
testimony (Exhibit 2).

Ladd Shorey, Billings, submitted written testimony in support of
the bill. As a retired tax accountant, his testimony detailed many
of the problems with the status gquo (Exhibit 3).

Ed Sheehy of the National Association of Retired Federal Employees
said that Montana discouraged seniors from maintaining residence
here. Further he felt all retirment income sinould be treated equally
by taxation.

Bob Verts, a retired railroad engineer said that the railroad retire-
ment system is in bad shape and that now it is being hit by a double
~taxation. He said all of the tier 2 dollars and 50 percent of the
tier one dollars would be taxed if this bill was not passed. He

said the cost of living increase in railroad retirement was not

given one year and the next year amounted to 1.6 percent. Seniors,
he said, cannot afford this tax.
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Robert H. Yaw of Bozeman discussed people values vs. financial
values saying that this group cannot be exploited as a tax resource.
He said that seniors are a significant community resource and that
without the bill they are given incentive to move elsewhere.

Lois Shorey, Billings, supporting SB 72 submitted written testimony
(Exhibit 4).

Gordon Clare submitted a written statement in support of SB 72
(Exhibit 5).

Lloyd Anderson of East Helena said, "The tail will go with the hide
and I'm stuck." He said he was required to retire because of age
and then faced increased utility rates, increased telephone rates;
everything except increased income. He said he had $2,000 in medi-
cal expenses for himself and then had a "stainless steel ball joint
installed in the Mrs.' left hind leg." He said he had some income
besides social security but that "if you tax this I can't have the
money to make the mare go." He thanked the committee for listening
and admonished them good naturedly to "do the right thing".

Joe Brand, State Director of the United Transportation Union,
appeared in behalf of the amendment offered by Senator Hager.

He felt the federal changes might be to manipulate states who

use piggybacking. He said the fiscal note indicated a loss of
$1,545,000 to the state when in fact the state nad never before
received this income. He said this is not a great amount of money
and believed that the bill would lead to everybody wno have social
security eventually paying taxes on it.

Wade Wilkison, appearing for the Low Income Senior Citizen Advocates,
said the bill addressed the special economic needs of the elderly.

He said in all couples 65 years or older 85 percent have at least
one partner with a chronic medical condition. He said all senior
organizations are united behind the bill. He asked for tax equity
saying that if there was a tax increase it should not be imposed on
seniors alone.

Mr. Ken Morrison of the Department of Revenue rose to speak neither
in support or opposition. He said the Department supported tax
relief to the elderly in lower income categories. He presented
amendments that would tax those with higher incomes (Exhibit 6).

In response to the testimony by Mr. Shorey, Mr. Morrison illustrated
the problems of filing jointly and how that would nurt people filing
with the state. He presented material to the committee illustrating
the problems that the Department amendments would solve (Exhibit 7).

Questions from the committee were called for.

Senator Eck asked Mr. Morrison to look at all the issues surrounding
taxation of pension income.
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Senator Brown asked what affect these amendments would have on
the fiscal note. That led to a discussion of the federal law
which prohibits the state from taxing retirement railroad income.
The committee was concerned that the tax preparation booklet and
state tax forms made the exclusions difficult to understand, and
further the committee wanted reassurance that bond income would
not be taxed. Mr. Morrison said he had no objections to the
amendments offered by Senator Hager.

Senator Towe asked if the fiscal note was included in the revenue
estimates from the Budget Director and the Legislative Fiscal
Analyst. Jim Oppedahl, of the Office of Budget and Program Planning,
and Mr. Morrison of the Department of Revenue were directed to

check into that.

Senator Towe directed a question to Ladd Shorey about the taxation
of tax exempt income, particularly as it related to municipal bonds.

Senator Eck directed a question to Mary Craig, CPA and former
Director of the Department of Revenue. Ms. Craig said the inten-
tions were probably clear, but the bill could address some of these
problems specifically. She said now anybody who files married
filing separately will be paying taxes on even $2.00 of social
security income.

Senator McCallum said that folks on the tight budgets will not only
have to pay the tax, but will have to pay a CPA to figure it out.
Ms. Craig said that the form used was better than nothing. She said
she figured taxes recently where the adjusted gross income was
$1,340 for the year and the person had to pay state tax on social
security. She pointed out that older people do have interest income
which is also taxed and that the process of change in the federal
law caused the difficulties.

Senator Hager closed by saying that he was frustrated by the fiscal
note. He did not know if the income was included in the Governor's
budget. He said this is income Montana has never picked up before,
that the Legislature has never acted on this issue. Further, he
felt the Department of Revenue amendments would gut the intention
of the bill.

Chairman Towe then closed the hearing on SB 72.

CONSIDERATION OF HB 56: Representative Robert Gilbert was then

recognized as sponsor of HB 56. He said the bill simply reduced
the record retention period for special fuel users from five to

three years. He said the change would make Montana law conform

with 30 other states and increase efficiency. He noted that the
House passed the bill unanimously.

PROPONENTS

Ben Havdahl of the Montana Motor Carriers submitted a written state-
ment in support of the bill (Exhibit 8).
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OPPONENTS

There were no opponents to HB 56.

Questions from the committee were called for.

Senator Mazurek asked if Norris Nichols, Administrator of the
Motor Fuel Tax Division, objected to the bill. Mr. Nichols said
that the bill would help them by cutting down on their need for
storage space.

Senator Mazurek then brought up a problem with the statute of
limitations, which he felt should be changed to correspond to the
record retention period. The committee directed Mr. Lear to pre-
pare the amendments.

Senator Hager asked if this would apply to all fuel users and Mr.
Norris said this applied primarily to diesel fuel. He explained
that gasoline was already under a three year time period for record
storage.

Senator Gilbert closed on HB 56 without comment.

FURTHER. CONSIDERATION OF SB 37:

- MOTION: Senator Halligan moved that SB 37 do pass.

Senator McCallum said that it seemed that the State Tax Appeal Board
(STAB) was handling the problem as well as it could be and felt that
STAB kept other parties from litigation. Senator Mazurek said he
felt the bill kept parties from litigation and added that all those
who had been party to these kinds of proceedings were in favor of
the bill.

Senator Neuman was concerned that passing the bill would add to the
work load of the district courts. Senator Mazurek said that STAB
will have pleénty of work with reappraisal and that it should not

be burdened either.

Senator Lybeck said that with the decreased activity in the bar
business it may not even be an issue.

Senator Eck said that while she would favor STAB hearings rather
than passing more work to the district court; she felt that would
not happen anyway and that the extra hearing would not be needed.

Senator Hager said that in addition information from Mr. Raundal
of STAB they heard 10 appeals in 1982 of which three whent to the
district court, and 10 in 1981 of which 1 went to the district
court. He said that STAB is a tax authority and should not have
to deal with liquor license issues.

Senator Goodover asked about the cost of the process and Senator
Mazurek estimated it at $2,000 to $5,000 per step.
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Senator Brown said that STAB is simply another hoop an applicant
is forced to jump through.

Senator Halligan closed on his motion saying that Phil Strope,
representing tavern owners, supported the bill and that all testi-
mony was for the bill and that those experienced with the problems
obviously want the bill and therefore, it should pass.

The question was called. With Senators Lybeck, McCallum and Goodover
voting no; Senator Severson excused; and all other members voting
yes, the motion that 8B 37 do pass was carried.

CONSIDERATION OF SB 43: Ken Morrison of the Department of Revenue
was recognized. He gave the committee an exnibit that explained
how this change in the law would work. It included forms that
showed how the law worked now and how the bill would change it
(Exhibit 9).

Senator Towe said that with no fiscal note the committee would not
act on SB 48 in executive session at its next meeting. He handed
out to the committee a version of the bill with amendments incor-
porated (Exhibit 10).

Chairman Towe adjourned the meeting at 10 am.
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Amendments to Senate Bill No. 72

Amend SB 72, Introduced Copy

1. Title, line 5.
Following: "SECURITY"
Insert: "AND TIER 1 RAILROAD RETIREMENT"

2. Page 3, lines 12 and 13.
Following: "all" on line 12
Strike: remainder of subsection (m)
Insert: "social security and tier 1 railroad retirement
‘ benefits described in section 86 of the Internal
Revenue Code of 1954, as amended and applicable
on January 1, 1984."

3. Page 5, line 3.
Strike: "1984"
Insert: "1983"

EXHIBIT 1 -=- SB 72

Senate Taxation Committee
January 18, 1985
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To Senator Tom Towe, Chairman-Senate Taxation Commitlee and Menbers of the Committee

From The Montana Senior Citizen's Assn. (M.S.C.A.)
Regarding Senate Bill 72, by Chief Sponsor, Senator Tom Hager and other co-sponsors.

The M.5.C.A. is a statewide advocacy organication that champions the causes of
Seniors, low income people, the handicapped and people un fixed incomes.

Following the 48th Legislative Session we denounced legal entitlements,
namely, Federal Social Security payments being regdrded by Montana Government
as taxable income. This deprived many senior citizen's of anticipated property
tux refunds.

The M.S5.C.A. annual convention lormed o resolulion Lo urge the 49th Leglslative
Session to rectify this situalion.

Senate Bill 72, introduced by Senalor Towm Hager would exclude Social Securily
Benefits from state income tax liubility.

11.5.C.A. members are aware of the risiny costs of medical fees and utilities.
Two unavoidable costs. We urge the committece to give Lhig bill as amended a
"do pass" ufter consideration.

Thank you,

Tom Ryan
M.S.C.A.

- 72
EXHIBIT 2 .SB .
Senate Taxation Committee

January 18; 1985



Testimony presented to Chairman Towe and members of the Senate Committee on Taxation.

Meeting held in State Capitol on January 18, 1985. Senate Bill No. 72

Good Morning Senators. My name is Ladd S. Shorey, home address.is 2115 Dahlia Lane,
Billings, Montana. I am a full time volunteer in the senior movement and work without
pay. I stopped doing'income tax work several years ago as it was becoming increasingly
complicated and difficult and sold the little accounts I had accumulated as I was doing
it mostly as a hobby. However, a mumber of people continue to ask me for free advice

or call me to get an update of some kind that I can help them with. These people I

try to help are all seniors, some of them very old. These people have been taxpayers

all of their lives,

It did not take long until I had accumulated a number of very reasonable complaints

from people and so I checked the new tax forms for this year as well as the Tax

Booklet put out for this year.

The first thing I became alarmed about was the formula which was put into effect for
taxing social security benefits. This is done by using the Social Security Worksheet

on the last page of the Tax booklet. What this formula does in effect is to either

tax the entire amount of one-half the benefit received from social security, or at a
minimum, pick up and tax the difference between the full cne-half amount less the amount
vwhich was taxed by the Federal Government under the federal!formula. In other words,
Montana State in most cases will be taxing one-half of the benefits in full or that
portion not taxed by the Feds.

Now, while this type of formula can be considered fair and impartial until it is studied,
it may be questioned that it is discriminatory. Here is one of the reasons. This formula
used by the State is set up, purposely or not, to force all or most taxpayers who custom-
arily in past years that filed separately, will now have to file their Montana tax jointly.
This of course forces any couple with joint income into a much higher bracket for tax
purposes. In one case that I examined, this couple will have their Montana income tax

tripled. But you say, there is provided a "Marriage Deduction" with a maximum of $3,000.

However, this is only for earned income and cannot be used for pensions, annuities, IRA
EXHIBIT 3 -~ SB 72
=1- Senate Taxation Committee



Senate bill 72 - Ladd S. Shorey o

distributions and deferred compensation. In other words, this rule definitely discrimzhj?
inates against all senior citizens who are on fixed income represented by pensions and
investments.

I have another problem with the new tax procedures. By using this formula to force

married couples to file Montana tax forms jointly, losing the advantages that formerly

e Baa  EES

had accompanied this method, it is particularly harmful for senior citizens with regard
to medical and dental expenses. This is because there is a dedictible of five percent
before the taxpayer can deduct for these expenses. This five percent is figured on the
adjusted gross inowme, and therefore becomes doubled before the taxpayer can take a

medical deduction. This is particularly harmful for senior citizens, as usually one

or the other partner in each marriage is the one requiring on-going medical attention.

Under our old system, the one partner having most or all of the medical expenses could .
use that deduction to help minimize a part of the tax bill. Now that will not be possible.
I would like to bring out an additional point. No one would accuse the Federal governm«n_ﬂé

of ever being considerate or generous with taxpayers. However, the formula which they

are using this year seems to, and I use this reservedly, appears to lessen the'full impact'

of taxing one-half of the social security benefits at the so-called threshhold of 332,000.%,

This also appears to be the case on the $25,000 threshhold. The key to this is to look

at the formula and the last line of the computation which provides that the final figure

arrived at after subtracting either $25,000 or $32,600, that figure is then divided by

two. This usually results in a figure smaller than one-half of the social security

benefits to be taxed, at least in the various tax forms that I was able to examine,

I would certainly not take the position that the Feds may not alter this formula in the
future and make it more stringent. In fact, I would be surprised if they did not.
Perhaps they are doing it this way to measure the number of protests they receive.

In conclusion, I am not going to tell this Committee that I am a professional accountmt i
any more, or can possibly keep up with tax law changes. Very few can do that. However,i-'{

from all that I hear of the complaints, I do feel that the formula your tax department

—2- e |



Senate Bill 72 - Ladd S. Shorey

has come up with this year has a number of flaws and inequities, particularly as they
apply to the senior citizens of this State. Perhaps I was caught off-guard by not
having attended arny of your hearings on these tax changes. Perhaps there were no
hearings to begin with. If there were no hearings, I believe there should have been,
at least so concerned citizens could have had some input.

From my own standpoint, I do not want to shirk my fair share of income taxes. I do not
think that senior citizens want to shirk their taxes either. But I do think they
should not be discriminated against as a class of taxpayers over another class, If
you wish to check me on this, you only have to look at the Worksheet on the back of
the form on line 1l to find out that if you check the Box 3 which indicates that you
are married and both filing separate returns, you auﬁgmatically are denied any amount
of the base figure of $25,000 or $32,000 as a deduction., Fairness itself, would
indicate that when filing separately, that one-half of this deduction could be alloc-
ated to each of the spouses.

I, and all the many seniors . I have talked with, will certsinly appreciate your taking
a good second look at thls taxing formula, perhaps with the view of eliminating it
all togethers It would be my hope that you eliminate the taxing of social security
benefits for the 198l year, this year and all future years. I think seniors deserve
this. They have paid taxes for a long time. They pay their share. Please, let's
not abuse them.

Thank you.



- SOCIAL SECURITY WORKSHEET

The taxable portion of your Social Security to Montana may be different than what is taxable to federal. -
This worksheet determines if there is a difference, see below.

]

Filing Status Married fiing

I Single ‘ I Married and both fiflng I
Check One 1 D 2 D foint retum 3 D separats retyrns on 4 D
this torm

Married and both filing r Married filing
separate retumns [ D separate retum

on separate forms and spouse s not filing

1. Federal Adjusted Gross Income (Line 22 fromForm2) ..............

Subtractions

. Enter Social Security and/or Railroad Retirement Included in Federal AGI

COLUMN A (For COLUMN B
yoursetf, joint (For spouse)
separate or single)

. State Refund (if included in Line150f Form2) .....................

. Enter Exempt Retirement Income for Montana Purposes ............

. Total Reductions—Add Lines 2,3 &4 ........cciviiiinrnneninnnns
. Sub-Total—Subtract Line5fromtiinet ............coiiiiiion..
Additions

o O s W N

7. Enter Total Interest on State and County Municipal Bonds

8. Enter Federal Refund Received . ........ccoiiiiiinininennnns

9. Enter Two Earner Marriage Deduction ...............ccovivinn.e.

10. Total Additions: Add Lines 7,8and 9 ...t
11. Modified Adjusted Gross—Add Lines6and10.............. ... .. .utt.
12. Enter One-Half (80%) of the Social Security Benefits Received during 1984 . ...
13. Add Lines 11 and 12 .‘ ...............................................

$25,000 if you checked Box 1
14. Enter § $32,000 if you Checked BOX 2 ... .. viiviit it iieneereeiaennnan
—O0— if you checked Box 3,4 or5

15. Subtract Line 14 fromLine 13 .. ..o it it i i i et it e

DO NOT GO ANY FURTHER IF LINE 15 IS NEGATIVE, NONE OF YOUR SOCIAL SECURITY BENEFITS ARE TAXABLE.

16. Enter One-Half (50%) of the amountonLine15 ............... ... ...t
17. Enter the Amount from Line 16 or Line 12, Whicheveris Smaller .............

18. Enter the Amount of Social Security that is Taxable on Your Federal Return . . ..
if Line 18 is greater than line 17, enter difference here and on Line 35 of Form 2.
If Line 17 is greater than Line 18 enter difference here and on Line 25 of Form 2.
19. No adjustment is necessary if Lines 17 & 18Barethesame ..................

...... 15

_ £

The taxable portion of your Social Security to Montana can be different than what is taxable to federai. The worksheet determines if
there Is a difference. Note: The ditference in taxable Social Security may be due to your change in filing status (joint on federal return
and separate on state return). You should calculate your tax Mability under both filing statuses to determine which is to your
advantage. If additional help Is needed, call Toll Free 1-800-332-6103 between Jan. 1, and April 15, 1985.

Income Tax Division

Post Office Box 5805

Montana Department of Revenue
Helena MT 59604

520 10 5737  XEX 570 32 2217

SHUOREY LADD s tuls C
2115 DAHLL1A LN
BILLINGS MTI 5910c

Please remove label and attach to return. Correct name and address if necessary.

BULK RATE
U.S. POSTAGE
PAID
MONTANA DEPARTMENT
OF REVENUE
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TESTIMONY PRESENTED TO CHAIRMAN THOMAS TOWE AND MEMBERS OF THE SENATE COMMITTEE ON
, TAXATION MEETING ON JANUARY 18, 1985,

SB-72 TAXATION OF SOCIAL SECURITY BENEFITS BY STATE OF MONTANA
Good Morning Senators. My name is Lois CG. Shorey and my home address is 2115 Dahlia
Lane, Billings, Montana. I am an unpaid, full-time volunteer in the senior movement
working at all levels from the State, through Areas on Aging, County down to city and
neighborhood. While I am active in all these organizations, I speak today only as a
senior citizen of the great state of Montana and unofficially represent a large pro-
portion of those seniors who share my view.
Today your committee is meeting in official session as representatives of all the
pecple in Montana to determine the fate of Senate Bill 72, I understand this bill is
for the purpose of excusing the taxation of social security benefits.from Montana State
Income Tax. This is because the adjusted gross income line 22 on the Income Tax Return
. for Montana must be identical to the net ad justed gross income line 32 of the Federal
tax form. Both of these procedures tax this income. I am against this arbitrary
treatment of a special class of citizens. This causes social security recipients to
be treated in a discriminatory manner by the tax system relative to all other taxpayers
who have tax-exempt interest income. While tax-exempt interest is used to determine
additional tax liability for social security beneficiaries, it is entirely ignored by
other taxpayers for personal income tax purposes. The result is that social security
people are the lone class of taxpayers who are burdened by additional tax liability
from traditionally tax-exempt income. For example, a person who receives no social
security and $10,000 of tax-exempt interest is not required to use this interest to
move himself or herself into a higher tax bracket. However, $10,000 of tax-exempt
interest could significantly raise the tax liability of a social security recipient.
Additionally, the current tax-exempt interest law affects only those beneficiaries
near the $25,000 ($32,000 for a couple) social security taxation threshold., Because
the threshold phases out quickly, people with incomes above it will pay tax on one-half

'

of their benefits regardless of the tax-exempt income provisions. It is only those

EXHIBIT 4 -- SB /2
Ik Senate Taxation Committee



Senate Bill 72 - Lois C. Shorey . 3

who are close to the threshold and have tax-exempt income who are harmed by the !
provision. I am particularly afraid of this initial assault on senicr citizens by ‘ii
the Federal tax laws, because I firmly believe it is the infamous "foot in the door" %
approach. I claim that if allowed to go unchallenged, this threshold will continue to 5
be eroded in successive years, until not a part, but all social security benefits for
all people will be subject to taxation.

By going after only 9-1/2 percent of the total 36 million plus social security bene-
ficiaries who will be affected by the present law, the time-honored divide and conquer j
tactic becomes evident. The proof for this is that the threshold levels which are

designed to protect lower income individuals from the tax have not been indexed. There-
for, in future years, it is virtﬁally certain that an ever greater number of recipients
will find their benefits subject to taxation. This is especially probable if social
security faces further financing problems and is in need of additional revenue.

This brings us my next point. National Council of Senior Citizens President Jacob

Clayman called taxation of social security benefits at the state level "unfair and
inequitable". Mr. Clayman pointed out in testimony that the national Congress taxed

social security in order to bring more cash in the trust funds which were running out

of money. All taxes levied on benefits under the provision would go back into the

Social Security trust fund he noted. However, the extra funds produced by the Montana

tax laws would go to the general fund and become a tax windfall,

In closing my remarks, I would like to make the point that many of the other states have
exempted, or are considering exemption of taxation of social security benefits at their
state level, In Alabama and Mississippi, the tax code of the state does not conform to

the IRS code thereby exempting taxation. The following five states exclude social

security benefits from taxation: Arkansas, Massachusetts, Pemsylvania, So. Carolina

and Temessee. From the latest information I have available, the following ll; states

have a bill pending to exempt these benefits from state taxation. Theyare: California, -
Arizona, Georgie, Hawaii, Illinois, Kansas, Louisana, Maine, Mimesota, Missouri, Okla-

1
homa, Oregon, Rhode Island, and Utah, It is nice to see Montana added to this impressive
-l
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1list of states considering this exemption. The following nine states impose no
personal income tax: Alaska, Florida, Connecticut, Nevada, New Hampshire, South Dakota,
Texas, Washington, and Wyoming.

Some have argued that the tax treatment of social security benefits should be modeled
on the present tax treatment of pension payments. This is not persuasive. Social
Security as it exists today, is not a pensionji it is aAform of social insurance with
significant welfare/social adequacy components. Because these banefits are very
different from pension payments, identical tax treatment is inappropriate.

As a means of handling the special problems elderly taxpayers face in preparing their
federal income tax returns, Congress in 1978 created the "Tax Counseling for the
Elderly" program. The problems have continued to arise, particularly with the passage
of new tax compliance rules such as the one you are studying. This is particularly
awesome and burdensome to those taxpayers in the autumns of their life who have tried
to save enough assets to tide them over their remaining life period so as to not be a
turden on society. I would ask you to please look at the new set of rules and partic-
ularly the social security worksheet which has been included with the 198L Montana
Income Tax booklet. This is not an easy computation for older citizens to work with.
Not only will they be paying a greater proportion of their income in taxes, but they
will be paying an additional burden to their tax preparer.

I would ask that you please consider this issue carefully in your deliberations. Is
the additional revenue really worth the pain and worry, frustration and anger that it
will certainly generate among the small percentage of the elderly that it will affect
at this time? Remember, they are old and vulnerable to your actions. They ha?e no
powerful lobby to protect them. Their few votes certainly will not affect your elect-
ability. I ask only fairness for them, only a fair shake for these people who have

been good taxpayers all their lives, and just want to live a little longer in comfort.

, Thank you.



AMFRICAN ASSOCIATION OF RETTRED PRRSONS NOVEMBYR, 198l RULLETIN

States Move
To Resolve
99 Taxation

Responding to swift persuasive action
from the Association’s State Legislative
Committees, many state legislatures have
taken action on bills to insure that auto-
matic taxation of Social Security bene-
fits does not occur in states that have no
laws specifically excluding such tax-
ation.

The New York State Legislature. for
example, recently approved a measure
exempting these benefits from taxation.

Delaware also recently approved an
exemption provision, as did Idaho. Indi-
ana. New Megxico, South Carolina and
West Virginia.

New Jersey, Virginia and North Caro-
lina had previously exempted these
henefits from their gross income tax.
Connecticut, which has no general in-
come tax, includes these benefits in
determining if an individual is beyond
the income threshold ($50.000) at
which interest income and dividends
will be taxed.

In Michigan, State Treasurer Robert
A. Bowman said. “No portion of Social
Security benefits will be subject to tax
under the state income tax act.”

In the District of Columbia, budget
dircctor Richard C. Siegel has assured
AARP representatives that D.C. will not
tax these bencfits,

About 10 percent of the nation's So-
cial Sccurity beneficiaries are facing this
federal levy on half of their benefits for
the taxable year 1984. but in some cases
the cstimated taxes on these benefits
were due in April.

As this issue of the News Bulletin was
being distributed. the latest develop-
ments in state legislative activity regard-
ing the taxation were:

® Alabama—Tax code does not con-
form to federal IRS code.

® Arkansas—State had previously
excluded retirement benefits from defi-
nition of gross income,

® Arizona—The issue has become a
heated controversy as the state gropes

(Sce STATE TAX on Page 4)

State Tax Situations Coming into Focus

(Continned from Fage 1)
for ways to find revenues to cover an
expected $150-to-$200-mitlion shortfall
in the budget. A bill has been introduced
to exempt such benefits.

® California—The state’s tax code
does not conform to the IRS code. and
a bill pending in the state assembly
would specifically exclude benefits,
(State tax officials have told AARP
representatives they do not intend to
tax these benefits.)

® Colorado—The legislature had not
adjourned and the issue is pending.

® Georgia—Several bills were intro-
duced to exclude the taxation but they
apparently are stalled in the Ways and
Mcans Committee of both houses.

® Hawaii—A bill is pending to ex-
empt the benefits.

# [llinois—Legislators are still con-
sidering a repeal bill but the outcome
appears unpredictable at this point.

e [owa—The Chairman of the House
Ways and Means Commitee strongly ob-
jected to the bill, and the exemption
proposal included in a Senate revenue
bill was defeated on the floor. “The is-
sue looks dead this session,” according
to an AARP representative.

# Kansas—Several legislators have
introduced legistation aimed at granting
an exemption, but approval prospects
are unclear.

® Kentucky—Companion exemption
bills died in the House and Senate, ap-
parently because of fiscal problems.

¢ Louisiaona—While the state intends
to follow the federal formula for taxa-
tion, an exemption bill was introduced.

® Maine—There are two bills pend-
ing and hearings have been held by the
Taxation Committees.

®» Maryland—Companion bills were
reported out of committees but went no
farther, partially because many law-
makers backed an enormous pension re-
form bill pushed by Gov. Harry Hughes.
The state could gain $8-to-$10 million
in revenue by taxing the benefits.

® Massachusetts—Will not tax bene-
fits, according to revenue officials,

» Minnesota—Exemption langauge is
inchided in the Department of Revenue's
omnibus tax bill, supported hy House
and Senate lcadership. Other exemption
bills are pending and passage appears
likely, say sources involved.

-
® Mississippi—State tax code does |
not conform to IRS Code.

® Missouri—A Senate bill repealing
the tax has moved to the House, where
prospects are uncertain. State Revenue
Director Richard King said it is uncer-
tain as to whether the state constitution
would permit the. measnre to be made
retroactive to the beginning of 1984,

® Montana—The legislature was not
in session. i

@ Nebraska—Exemption of henefits
has met strong opposition from the
chairperson of the Unicameral Revenue
Comnmiittee, and the governor was likely
to join the dissenters.

® North Dakota—Legislature was not
in session.

® Ohio—A repeal bill has passed the
Senate and is now in the House Ways
and Means Committee. Passage is doubt-
ful, according to an AARP staffer.

® Oklahoma—The state intends to
tax benefits but a recentlv-introduced
excmption bill appears to have strong
support from the legistature’s leadership.

® Oregon—No legislative session this
year. However. a measure that would

exempt benefits went before voters on o'y,

May 15 bailot.

® Pennsylvania—State does not tax
retirement bencfits.

® Rhode Island — Two measures
to exempt benefits have encountered no
strong adversaries at this point, but are
still pending.

® South Carolina — State excludes
Social Sccurity benefits from taxation.

® Tennessee—Does not tax personal
income except income generated by
stocks. bonds. notes and mortgages out-
side the state.

® Utnh—An exemption amendment
was proposed but has not passed.

& Vermont—An cxemption billis ex-
pected to die in the House Ways and
Means Committee because the state leg-
islature is having its most turbulent ses-
sion in recent history, facing a $45-mil-

ltion budget deficit and possible revision

of state salaries and taxation.

#» Wisconsin—No legislation has been
introduced, and the state could enforce
compliance with IRS tax code,

Alaska, Florida, Connecticut, Ne-
vada, New Hampshire, South Dakota,
Texas, Washington and Wyoming im-
pose no personal income tax. 3



EXHIBIT 5 -- SB 72
Senate Taxation Committee
January 18, 1985

January 18, 1985
Re: SB 72
To: Senate Taxation Committee

Members of the Committee, I wish to speak in favor of
SB 72 and request you give this measure a Do Pass.

My name is Gordon Clare. I am from Silver Star, Madison
County. I am retired but as of now I am not drawing Social Securi
as I will not be eligable for yet another vyear.

I wish to bring several points to your attention. First,
the youth of Mo tana seem t Dbe leaving for jobs in other
States that have more to offer. Second, many of the rural
towns throughout the State are looding the middle aged
workers as mines are shut down and farms are lost due to the
slow down in the econony.

Now comes the taxation of social Security, will the retired
also leave Montana.

Social Security inco e is money that left the State vears

ago, wasn't available for spending at that time, and is now
being returned to the receiptitant for spending.This money

is spent in the many communities through out the state and

may just be the money t at keeps the local small business alive.

If you continue to tax this money it might be that the older,
retired generationwill find this the straw that brakes the
Camels back, and make the move to warmer climates, nearer

the children and/or grandchildren. or to a state like Florida,
Washington or Nevada that not nly don't tax Social Security
but have no state income tax at all.

In my one case 1 retired to Montana from another state. I

came here and built a home, giving work to the local carpenters
I spend my retirement inwome with the local merchants, helping
to maintain the local economy. When I start to draw my Social
Security, this extra amount will either be spent or invested
locally or within the state.

I suggest that the continued taxation of this income could
tip the scales for me. I have already been upset by the
large increase in my electric rates and don't look foward
to the taxation of my Social Security.

Thank you for this opportunity to make my thoughts known.
Please give SB 72 a do pvass.
i}ncerely,
. Yy .7

3 Y ot Clgﬁe’LL/..
“Gordon Clare

341 B Highway 41 S.
Silver Star, MT. 59751



Department of Revenue
Amendments to Senate Bill 72

Title, line 4

Following: "EXCLUDE"
Insert: "CERTAIN"

Line 6

Following: "LIABILITY"
Insert: "BY PROVIDING A BASE EXCLUSION FOR MARRIED
PERSONS FILING SEPARATELY"

Page 3, line 12

Strike: subsection (m) in its entirety

Page 4, line 20

Add: " (6) Married taxpayers, filing a joint federal
return, who must include part of their social
security benefits in federal adjusted gross
income, can split the federal base used in calcu-
lation of federal taxable social security benefits
when they file separate Montana income tax
returns. The federal base must be split equally
on the Montana return.

EXHIBIT 6 -- SB 72
Senate Taxation Committee

January 18' 1985



$14,000 income

-elderly interest exclusion ignored

Effect of SS benefits - Joint vs. separate returns

Income - $14,000

1=

7,000

2,500

9,500
(1,880)
(2,000)

SS - 10,000
W - 5,000
Joint return 14,000
Standard Deduction (2,800)
Exemptions (4,000)
7,200
tax 272
Separate returns w/SS
H
Income 7,000
1/2 8s - 2,500
9,500
(1,880)
(2,000)
5,620
Tax , 193
Separate returns - no SS
H
7,000
Standard ded. (1,400)
. (2,000)
3,600
Tax 106

5,620
193 38

[e)}

=

7,000
(1,400)
(2,000)

3,600

106 21

38

EXHIBIT 7 -- SB 72
Senate Taxation Committee
January 1lg, 1985



$16,000 income
-elderly exclusion considered

Effect of SS benefits on Joint and Separate Montana returns

Income:

Interest $12,000
Dividends 4,000 16,000
SS - H 5,000

W 6,000 ‘
1/2 SS benefits 5,500
Fed. Modified AGI 21,500

SS not taxable for Federal

On a joint state return, SS also not taxable because of
$32,000 exclusion (base)

Income reported to MT. 16,000

Standard deduction (3,200)
Exemptions (4,000)
Taxable income 8,800 .
Tax 365 65
On separate returns, SS is taxable to MT
H | W
Income 8,000 8,000
1/2 ss 2,500 3,000
10,500 ' 11,000
Standard ded. (1,880) : (1,880)
Exemptions (2,000) (2,000)
Taxable income 6,620 7,120
243 268 11

Separate returns - no SS

H i
Income 8,000 8,000
Standard ded. (1,600) (1,600)
Exemptions (2,000) (2,000)
4,400 4,400

138 138 276
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Senate Taxation Committee
January 18, 1985



Pg.

Pg.

Pg.

Pg.

Pg.

Pg.

Pg.

Pg.

Pg.

Pg.

# of Shareholders 1
Line 24 Net Income $1,168,000
Line 5 Capital Gain Portion $1,168,000
Federal Level State Level
Line 19 Capital Gain Tax $ 340,000 -0-
Line 4 Income Passed Thru to $ 828,000 $ 828,000
Shareholders
Amount of Income Subject $1,168,000 $ 828,000
to Tax
Under Present Law
Line 4 Income Passed Thru to
Shareholders $ 828,000
Capital Gains Rate X .4
Line 10 Taxable Income at $ 331,200
Individual Level
Under Proposed Law
Line 14 Income Passed Thru to
Shareholders $ 828,000
Line 19 Add Back: Federal Capital 340,000
Gain Tax
Line 4 Total Income Passed Thru
to Shareholders $1,168,000
Capital Gains Rate X b
Line 10 Taxable Income at Indiv- $ 467,200

SENATE BILL 43
-EXAMPLE~-

Sub Chapter S Corporation

idual Level

Page 1

EXHIBIT 9 -- SB 43
Senate Taxation Committee
January 18, 1985



o 11209

U.S. Income Tax Return for an S Corporation

TAQE d

OMB No. 1545-0130 i

For calendar 1984 or tax year beginning __ _.__ ... ....... ,1984,ending _ . .. .. .. ..... 19 oL
Department of the Treasury ) ﬂ @ 8 4
Internai Revenue Service » For Paperwork Reduction Act Notice, see page 1 of the instructions. .
A Date of election as an Use Name C Employer identification number !
S corporation
lael
&he}_ Number and street D Date incorporated -l

B Business Code No. (see wise,

?

Specific Instructions) glr:::. City or town, State, and ZiP code E Total assets (see Specific Instructions) i
or type. $
F. Check box if there has been a change in address from the previous year .. » [:l i
1 a Gross receiptsorsales _______________.._ b Less returns and allowances ________________ Balance » 1c |
2 Cost of goods sold and/or operations (Schedule A, line 7), 2
3 Gross profit (subtract line 2 from line 1c) 3 ~;
o| 4 Nonqualifying interest and nonqualifying dividends 4
§ 5 Grossrents 5 i
E! 6 Grossroyalties 6
1 7 Net gain or (loss) from Form 4797 lme 14(a) Part ll ) 7
8 Otherincome (see instructions—attach schedule). 8
9 TOTAL income (loss)—Combine lines 3 through 8 and enter here .>» 19
10 Compensation of officers . T I 1 i
11 a Salariesand wages ___._____ . .__. b Less ;obs credlt ___________ e Balance » [1llc
12 Repairs. . 12 .
13 Bad debts (see mstructlons) 13
14 Rents . 14 i
15 Taxes . 15 |
16 a Total deductlble mterest expense not clalmed elsewhere on return :
(see instructions) 16a I
" b Interest expense required to be passed through to shareholders on
s Schedules K and K-1, lines 15a(2) and 15a(3) . 16b
S ¢ Subtract line 16b from line 16a . 16¢
§ 17 a Depreciation from Form 4562 (attach Form 4562) 17a -
a b Depreciation claimed on Schedule A and elsewhere on return 17b
¢ Subtract line 17b from line 17a . 17¢
18 Depietion (Do not deduct oil and gas depletlon See mstructlons) 18 | i
19 Advertising . . 19 |
20 Pension, profit- shanng, etc plans . 20
21 Employee benefit programs . 21
22 Other deductions (attach schedule) .. L22
23 TOTAL deductions—Add lines 10 through 22 and enter here > 123
24 Ordinary income (loss)—Subtract line 23 from line 9 . P L. ‘ \ bg BM | _
25 a  Excess net passive income tax (attach schedule) . 25a
b Taxfrom Schedule D (Form 1120S), Part IV. 250 | 340000 — %/
¢ Add lines 25a and 25b ’ 25| AUANND |~
x| 26 Payments:
~ a Taxdeposited with Form 7004 . . 26a
b Credit for Federal tax on gasoline and special fuels (attach Form 4 136) 26b i
¢ Add lines 26a and 26b : R 41
27 TAX DUE (subtract line 26¢ from line 25c) See mstructrons for Paymg the Tax L. e 27
28 OVERPAYMENT (subtract line 25¢ from line 26¢) . . . . . .» 128
Under penaities of perjury, | dectare that | have examined this return, mcludmg accompanymg schedules and statements, and to the best of my knowiedge and
Please belief, it is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of wnich preparer has any knowledge,
Sign
Here ’ Signature of officer l Date > Title
Paid Zr?aatrer;s } Date S:‘?(;l:rl‘f Preparer's social secunty numbe-
Preparer’s i - pioyed > [] . ' -
Use Omy ;orunr‘ss |?asgl:é?nployed) ’ ElNo. »
and address ZIP code »

Form 11208 (1984)



.SCHEDULE D
(Form 11208)

Department of the Treasury
Internail Revenue Service

Capital Gains and Losses

> Attach to your tax return.

* > For Paperwork Reduction Act Notice, see page 1 of instructions for Form 1120S.

Py 4

OMB No. 1545-0130

1984

Name Employer identification number
m Short-term Capital Gains and Losses—Assets Held One Year or Less (6 months or less if acquired after 6/22/84)
a. Kind of property and description b. Date acquired ¢. Date soid e. Cost or other basis, f. Gain or (loss)
(Example. 100 shares of “Z" Co.) (mo., day, yr.) {mo., day, yr.) d. Gross sales price plus expense of sale (diesse)
1
2 Short-term capital gain from instaliment sales from Form 6252, line 22 or 30 2
3 Unused capital loss carryover (attach computation) .o 3 [ )
4 Net short-term capital gam or (loss) (combme lines 1, 2, and 3) Enter L1ere and on hne 3 of Schedule K of
Form 11208 . . . 4

W Long-term Capital Gams and Losses—Assets Held More Than One Year (more than 6 months |f acqulred after 6/22/84)

L0

6 Long-term capitai gain from installment sales from Form 6252, line 22 or 30

7 Net long-term capital gain or (loss) (combine lines 5 and 6). Enter this amount (less any apphcable tax on

line 19 below) on line 4 of Scheduie K of Form 11208

8 Enter section 1231 gain from line 6(a)(1), Form 4797. (See mstructrons regardmg casualtles and thefts

and the line 8 amount to be entered on Schedule K of Form 1120S.)
9 Net long-term capital gain or (loss) (combine lines 7 and 8)

7 | £33 ond.

(o]

2:124]1§ Summary of Schedule D Gains for Tax Computation Purposes

Note: /f the corporation is liable for the excess net passive income tax (line 25a, page 1, Form 11205), see line /
10 instruction before compieting fine 10.

)

10 Net capital gain—Enter excess of net long-term capital gain (line 9) over net short-term capital loss (line
4). (if more than $25,000, enter here and see instructions for Part IV. If $25,000 or less, enter here and |~ ’ o
do not complete Part IV as the tax computation does not apply.) 10
mTax Computation (See instructions)
11 Taxable income (See instructions for line 25a, page 1, Form 1120S.) 11 [ ] hEAD
12 Enter tax on line 11 amount (See instructions for computation of tax.) 12| i
13 Net capital gain from line 10 13
14 $25,000 (statutory minimum) ) 14| $25,000
15 Subtract line 14 from line 13 - T e s F15 —
16 Enter 28% of line 15 16
17 Income tax on capital gains—Enter smaller of hne 12 or Irne 16 17
18 Minimum tax (See instructions—attach Form 4626) . . 18
19 Total tax—Add lines 17 and 18. Enter here and on Form 11208 page 1 hne 25b 19 | _75d DDDD

Instructions

(Section references are to the Internal
Revenue Code, unless otherwise noted.)

Purpose of Schedule

Schedute D should be used by corporations to
report sales or exchanges of capital assets and
gains on distributions to shareholders of
appreciated assets that are capital assets
(hereatter referred to as distributions).

Sales. exchanges, and distributions of property
other tnan capstal assets. including property used
in a trade or business, involuntary conversions
(other than casuaities or tnefts), and gain fro
the disposition of interest in oit, gas, or

geothermal property, should be reported on Form
4797. Supplemental Schedule of Gains and
Losses. See the instructions tor Form 4797 for
more information. if property is involuntaniy
converted because of a casualty or theft, use
Form 4684, Casuaities and Thefts.

Parts | and |l

Generally, you should report sales and exchanges
(inctuding like-kind exchanges) even though there
1S no gain or loss. Report gain, but not loss, on a
distribution. In Part | report the sale, exchange, or
distribution of capital assets held one year or less
(6 months or less it acquired after 6/22/84). in
Part il report the sale, exchange, or distribution ot
capital assets held more than one year (more
than 6 months if acquired after 6,22/84).

For more information, see Pubhcatlon 544,
Sales and Other Dispositions of Assets, and
Publication 589, Tax Informationon S
Corporations.

Exchange of fike-kind property.—Report the
exchange of “like-kind" property on Schedule D
oron Form 4797, whichever applies. Report it
even though no gain or loss is recognized when
you exchange busmess or investment property for
property of “like-kind." For exceptions, see
Publication 544.

If you use Schedule D, identify the property you
disposed of in column a. Enter the date you
acauired it in column b, ard the cate vou
exchanged it in column c. "Vnite “like-kind
exchange’ in column d. Enter the cost or other
basis in column e. Enter zero in column f.

Schedule D (Form 1120S) 1984



YAaE U

OMB No. 1545-0T30

1984

Unper Yaesend L AW

Shareholder’s Share of Income, Credits,

Deductions, etc. ror catendar year 1984 or tax year

beginning 1984 andending __ ... .. .o ___.
(Complete a separate Schedule K-1 for each shareholder—See instructions)

Sharenoider's idenufying numoer »
Sharenhoider's name, aadress, and ZIP code

SCHEDULE K-1
(Form 1120S)

Department of the Treasury
Internal Revenue Service

Corporation’s identifying numoer »
Corporation's name, address, and ZIP code

A Shareholder’s percentage of stock ownership for tax year

>

B Internal Revenue Service Center where corporation filed its return P

a. Distributive share items

¢. 1040 filers enter the

LA
b. Amount amount in column b on:

1 Ordinary income (loss) oo Sch. E. Part 11, col. () or (e)
2 2 Dividends qualifying for the exclusion . Sch. B, Part II. line 4
,;m 3 Netshort-term capital gain (loss) . Sch. D, line 4, col. for g
@ S| 4 Netlong-term capital gain (loss) .o .o __g_AX_,ﬂlD____ Sch. D, line 12, col. for g
8% | 5 Netgain (loss) from involuntary conversions due to casualty or theft . §§§j,"f.?ﬁ?{“(?;,;"i‘{;é‘s';’ ns tor
:-L% 6 Other net gain (loss) under section 1231. Form 4797, line 1
gé’ 7 Other income (loss) (attach schedule) (Enter on applicable tine of vour return)
S 8  Charitabte contributions: 50% ______ .. ,30% ... .. 20 _________ See Form 1040 Instructions
£ 9  Expense deduction for recovery property (section 179 expense) S e yons for
10  Other (attach schedule) . (Enter on applicable fine of vour return)
£ |11 Jobs credit Form 5884
g 12 Credit for alcohol used as fuel fForm 6478
¢ 113 Other (attach schedule) . S . ) {Enter on applicable line of your return)
14 a Accelerated depreciation on nonrecovery real property or 15 (or W//r/,/// //%/%% /Z;%%/W/ /W/W/Z///;///}////ZW/// 7
18)-year real property . . Form 6251, line 4c
b Accelerated depreciation on leased personal property or '
g leased recovery property other than 15 (or 18)-year rea! '
£ property . o Form 6251, !fne 4d
E ‘é’ ¢ Depletion (other than oil and gas) . Form 6251, line 4i
g S d (1) Grossincome from oil, gas, or geothermal properﬂes . } See Form 6251 instructions
» (2) Gross deductions aliocable to oil, gas, or geothermal properties .
,2 e (1) Qualif?ed jnves‘tment income included in.line 1 }See Shareholder’s Instructions
(2) Qualified investment expenses included in line 1 . for Schedule K-1 (Form 1120S)
f Other (attach schedule) . . :
15 a Interest expense on: W/////?//?7//5/;/%/%/%/?///Z///?/%/%////%/W//W/%/ 7 ///%//
i (1) Investment debts incurred before 12/17/69 . . Form 4952, line 1
g (2) Investment debts incurred before 9/11/75 but after 12/16/69 . Form 4952, line 15
E (3) Investment debts incurred after 9/10/75 . Form 4952, line 5
t b (1) Investmentincome included in line 1
g (2) Investment expenses included inlinel . See Shareholder's instructions
+< | ¢ (1) Income from “net lease property’. for Schedule K-1 (Form 11205)
2 | (2) Expenses from '‘net lease property”’ e e
- ’ d Excess of net long-term capital gain over net short term capital loss ,/;/Q,%/////,///// /////%/////4///////////////, %////
, from investment property v Form 4952, line 20
" ilGa TYDE OF INCOME P oo 7 /)f/// 7//////// Form 1116, Check boxes
@ ! b Name of foreign country or U.S. possession » ... . '///////////// ) ////////,/// Form 1116, Part |
p-"i- 1 ¢ Total gross income from sources outside the U.S. (attach schedule) . | Form 1116. Part |
) ‘ d Total appiicable deductions and losses (attach schedule) A | Form 1116, Part |
'§ ' e Total foregn taxes (check one): p D Paid D Accrued l Form 1116, Part Il
O !t Reductionin taxes available for credit (attach scheduie). | Form 1116, Part 111
' g Otner(attach schedule) .

I Form 1116 Instructions

For Paperwork Reduction Act Notice, see page 1 of Inst.uctions for Form 11208S.

Schedule K-1 (Form 1120S) 1984



FORM 2
or fiscal yearbeginning_______ 1984 and ending

ALNDESR.  THEOLNT VAW
Montana Individual Income Tax Return — 1984

19

w» PLACE LABEL HERE

{AUL O

Correct label if necessary. File on or before April 15, 1985 (Fiscal year see instructions).

Your First Name & Middle Initial LAST NAME

Your Social Secunty No.

Chief Occupation
! Enter Code no.

’ Yours

T [Spouse’s First Name & Initial Spouse's last name if difterent . _ . . Spouse s.Social Secunty No. from page 10 Spouse's
| | of instructions-
MAILING Number and Street or Rural Route City, Town or Post Office State Zip Code
ADDRESS
Ehogdaws |, [ L] ] e L[] e ™™ s [7] seaseraen
w this form on separate torms and spouse Is not filing
§ geselgency Status | |1 I:] 25:.\4;::: D Esﬁv;i;aem la D Resident Part Year | Give date of changs
2} EXEMPTIONS COLUMN A (For COLUMN B
I . yourself, joint (For spouse}
- Regular 65 or Over Blind separate of single)
w
‘3 1. Yourself ......... | 1 [ Enter number checked ] [:] 1
65 |2 spouse .......... O . O [J Enter number checked » D 2 D 2
g 3. Number of exemptions claimed for dependents. See page 2 of instructions ....... D 3 D 3
o 4. Number of exemptions claimed for handicapped children. See page 3 of instructions D 4 D 4
5. Add lines 1, 2, 3, and 4 for TOTAL number of exemptions ...................... D 5 D 5
1f married finng separate 1s eiected, use Column A for yourself ana Column B for spouse For all COLUMN A (For yourseif. COLUMN B
other returns, use Column A only. You may round to nearest dollar. 10iNt seoarate of singie) (For spouse)
INCOME REPORTED ON FEDERAL RETURN
6. Wages, salaries, tips, €1C. ... ... .. 6. 6.
7. Interest income - . oo T T T ST T 7. —r- 7.
8. Dividend income (Less federal exclusion) ........ ... ... ... ... . ... 8. 8.
9. Net business income (Attach federal Scheduie C) ......... .. ... ... ... ... ... 9. m 9.
w 10. Capital gain or (loss) (Attach federal Schedule D) -~ .ov o —orrr s oo 10. ié l; 10.
E:J 11. Supplemental gains or (losses) (Attach federal Form4797) ..................... 11 11.
E 12. Rents, royalties, padnerships, estates, trusts, etc. (Attach federal Schedule €) .. ... 12 12.
' 5 13. Net farm income (Attach federal Schedule F) . ... ... .. ... ... . . .. ... oL 13. 13.
= | 14. Taxable portion of Social Security ....... ... 0.0 14. _ 14,
E 15. Other income (Specify; fees, retirement, State Ref. etc.) ... e
X 15. 15.
Q1 16 Total of iNes BRI 15 ...\ttt 16. 1.
E Adjustments fromhlvr_lf:pmeg (_Attach federai schedules) ................... ... Frluweetell S e e i
17. Moving expense (Attach federal Schedule 3903) .................... ... et Fine 17.
18. Employee business expenses (Attach federal Schedule 2106) .................. 18. 18.
19. Payments to an IRA, Keogh, and other retirementplans .............. ........ 19. 19.
20. Other adjustments: (Marriage deduction, etc.) (Attach listy ........... ... ... ... 20. 20.
21. Total of iNeS 17 thru 20 ... o e e s 21. 21.
22. Adjusted gross income same as federal return (Subtract line 21 from line 16). . . ~-.. 22. i 22.
ADDITIONS TO INCOME SEE PAGE 3 OF INSTRUCTIONS
g 23. Interest on state, county municipal bonds (Non-Montana) ..................... 23. 23.
% 24. Federal income tax refunds received (For taxes deducted in an earlieryear) ....... 24, 24.
2 25. Other additions: (Marriage deduction, social security,etc)) ..................... 25. 25.
uZJ 26. Transfer allocation of income . ... ... . 26. ‘ 26.
= 27. Totatl adjustments increasing income (Add fines 23 thru26) ............ 27. L 27.
E 28. Addlines22and 27 enterresult . ... .. ... ... 28. i 28.
it
8 REDUCTIONS OF INCOME SEE PAGE 4 OF INSTRUCTIONS : i}
g 29. Total private retirement income . Enter $360 or total, (Whichever is smaller) . 29. | | 29.
- | 30. Interest exclusion forelderly ... ... .. 30. | 1 30.
(:D: 31. Interest exclusion for savings bonds.etc. ....... ... . ...l 31. l l 31.
E 32. Income from sources outside Montana (Part-year & nonresidentsonly) ........ .. 32. ! 32.
§ 33. Exempt retirement income (Specity) 33. 33,
5 34. State refund (If included inline15above) ....... ... ... ... ... .. ... ... 34. a 34.
x| 3% Other reductions (Specify tips, social security.etc) ........................... 35. 35.
2| 36. Transfer allocation of iNCOME ... v 36. 36.
37. Total adjustments decreasing income (Add lines 29 thru36) ............ 37. ] 37.
38. Subtract line 37 from tine 28. Enter amount on line 39. page2 .......... 38. 38.



Vnfnstd | Aw

Shareholder’s Share of Income, Credits,

Deductions, etc. Forcalendar year 1984 or tax year

beginning ,1984 andending ______ ... ... ...
(Complete a separate Schedule K-1 for each shareholder—See instructions)

SCHEDULE K-1
(Form 11209S)

Department of the Treasury
Internal Revenue Service

Vrge. o

OMB No. 1545-0130

1984

Sharehoider's identifying number » Corporation’s identifying number »

Sharenoiaer's name, address, and ZiP coge

Corporation’'s name, address, and ZIP code

A Sharehoider’'s percentage of stock ownership for tax year

>

B Internal Revenue Service Center where corporation filed its return >

a. Distributive share items b. Amount gmlgig ::igf:}:gg‘:z
1 Ordinary income (loss) L Sch. E, Part 11, col. (d) or (e)
b 2 Dividends qualifying for the exclusion . Sch. B, Part Il line 4
% w | 3 Netshort-term capital gain (loss) Sch. D, line 4, col. for g
@ g 4  Net long-term capital gain (loss) .o ‘ ,‘ rb g, DDD Sch. D, line 12, col. for g
3 - 5 N See Sharehoider's Instructions for
rigre] et gain (loss) from involuntary conversions due to casualty or theft Schedufe K-1 (Form 11208)
23 | 6 Other net gain (loss) under section 1231. Form 4797, line 1
gg 7 Other income (ioss) (attach schedule) L (Enter on applicable line of vour return)
g 8  Charitatle contributions: 50% ___ . ___ :30% ... v20% ... See Form 1040 Instructions
= 9 Expense deduction for recovery property (section 179 expense) §§:e%“f.?."é’l'”f;’o‘,;"i'fz“é’s'i’ e
10 Other (attach schedule) . (Enter on applicadle line of vour return)
£ 111 Jobs credit Form 5884
® |12 Credit for alcohol used as fuel Form 6478
G 113 Other (attach schedule) . . . .. ) (Enter on applicable line of your return)
14 a Accelerated depreciation on nonrecovery real property or 15 (or //////// i // /// iy
18)-year real property . Form 6251, line 4c
b Accelerated depreciation on feased personal property or //// / //
8 leased recovery property other than 15 (or 18)-year real 4 //// // 7 / 7
Form 6251, line 4d
5 property . R et
S g1 ¢ Depletion (other than oil and gas) . o orm 5cat, line G4
E & d (1) Gross income from oil, gas, or geothermat propert!es . } See Form 6251 instructions
= (2) Gross deductions allocable to oil, gas, or geothermal properties .
= e (1) Qualified investment income includedin line 1 See Shareholder's Instructions
(2) Qualified investment expenses includedin line 1. for Schedule K-1 (Form 11205)
f Other (attach schedule) . .
15 a interest expense on: i W/Z/%W/%//%/W// i
E (1) Investment debts incurred before 12/17/69 . Form 4952, line 1
5 (2) Investment debts incurred before 9/11/75 but after 12/16/69 Form 4952, line 15
€ (3) Investment debts incurred after 9/10/75 . Form 4952, line 5
€ b (1) Investment income included in line 1 .
g (2) investment expensesincludedinline 1 . See Shareholder’s Instructions
< ¢ (1) Income from *'net lease property' for Schedule K-1 (Form 11208)
2 (2) Expenses from ‘“‘net lease property’’ ) ) ) ) e
- d Excess of net long-term capital gain over net shortterm capntal loss /////%/////////////////////////,////
‘ from investment property o Form 4952. line 20
" i}16 A TYPE OF INCOME P e VV/ZZ//é/ /’/’ /7 Form 1116, Check boxes
$ | b Name of foreign country or U.S. possession ® ,///,, //, Form 1116, Part |
- | ¢ Total gross income from sources outside the U.S. (attach schedule) . Form 1116, Part |
& | d Total applicable deductions and losses (attach schedule) . . . . . ! Form 1116, Part |
© | e Total foreign taxes (checkone): » [_] Paid [ Accrued Form 1116. Part I
2 ‘ f Reauction in taxes available for credit (attach schedute). Form 1116, Part I
' g Other (attach schedule) . Form 1116 Instructions

For Paperwork Reduction Act Notice, see page 1 of Instructions for Form 1120S.

Schedule K-1 (Form 1120S) 1984



RIS AW

1984

b4 a _;
Formz - Montana Individual Income Tax Return — i
- or fiscal year beginning , 1984 and ending 3;
- PLACE LABEL HERE Correct label if necessary. File on or before April 15, 1985 (Fiscal year see mstructions)
Your First Name & Midaie tnitial LAST NAME Your Social Security No. Chief Occupation ’ Yours
Enter Code no.
Spouse’s First Name & Initiai Spouse’s iast name 1f ditferent Spouse s Social Security No. from page 10 Spouse’s
] of instructions
MAILING Number and Street or Rural Route City, Town or Post Office State Zip Code
ADDRESS
Ehed B —p !, O snae I, O] o | ] aresaavoniivg | Meresmazoniing | —) Mamaarive
w this form on separate forms and spouse is not filing
é ére"segeg%); Status _ |1 D Resident 2 D f;&?ryeesai?emh I3 D Resident Part Year | Give date of cange -,4
72} EXEMPTIONS COLUMN A (For COLUMN 8
I . yourself, joint {For spouse)
I Reguiar 65 or Over Blind separate or single)
w
% 1. Yourself ......... o ... O . J Enter number checked ) D 1
'6 2. Spouse .......... O .. O ... O Enter number checked » I:] 2 D 2 )
g 3. Number of exemptions claimed for dependents. See page 2 of instructions ....... 3 D 3
o 4. Number of exemptions claimed for handicapped children. See page 3 of instructions D 4 D 4
5. Add lines 1, 2, 3, and 4 for TOTAL number of exemptions .............cc.ovnn... D 5 I:] 5 i
1f marned finng separate 1s elected. use Column A tor yourseif and Column B for spouse. For ail COLUMN A (For yourself, COLUMN B
other returns, use Column A only. You may round to nearest dollar. ;01 separate or single) (For spouse)
INCOME REPORTED ON FEDERAL RETURN
6. Wages, salaries, tips, etC. ... ... e e R - T 6.
7. Ierest INCOMIE .o i e 7. 7.
8. Dividend income (Less federal exclusion) .......... ... ... .. oL 8. 8.
9. Net business income (Attach federal Schedule C) ............ ... .. ... ... ..., 9. 9.
g:.! 10. Capital gain or (loss) (Attach federal Schedule D) .................... ... .. ... 10. "HOTQ.DD. — 10.
w 11. Supplemental gains or (losses) (Attach federal Form4797) ... ... ... ... ..... 11 11.
E 12. Rents, royalties, partnerships, estates, trusts, etc. (Attach federal Schedule E) ... .. 12. 12.
E 13. Net farm income (Attach federal Schedule F) ....... ... ... ... .. ... ... . 13. 13.
E 14. Taxable portion of Social SECUrtY ... ..ver i 14, . 14,
at_ 15. Other income (Specify; fees, retirement, State Ref. ____etc) ............... . SRR 2k S
I 18. 18.
g 16, TOtal Of NES B thIU 15 . -\ v e e e e e e e e 16. T
r& Adjustments from Income: (Attach federal schedules) ....................... Al
17. Moving expense (Attach federal Schedule 3903) ........... .. ... ... 17. 17.
18. Employee business expenses (Attach federal Schedule 2106) .................. 18. 18.
19. Payments to an IRA, Keogh, and other retirement plans . ....... e 19. 19.
20. Other adjustments: (Marriage deduction, etc.) (Attach listy ..................... 20. 20.
21, Total of lines 17 thru 20 ..ottt it 21, 21.
22. Adjusted gross income same-as federatreturn-(Subtract tine 21 from ine 16). . . . ... 22. 22.
w ADDITIONS TO INCOME SEE PAGE 3 OF INSTRUCTIONS :
o | 23. Interest on state, county municipal bonds (Non-Montana) ..................... 23. | 23.
% 24. Federal income tax refunds received (For taxes deducted in an earlier year) ....... 24, l 24.
(FI_) 25. Other additions: (Marriage deduction, social security, etc.) ..................... 25. ' i 25,
Z | 26 Transter allocation Of INCOME -+« .« v v vveennee et 26. | | 26.
E 27. Total adjustments increasing income (Add lines 23thru28) ............ 27. i ! 27,
- 28. Addlines22and 27 enterresult . ... ... e 28. | i 28.
o
4] REDUCTIONS OF INCOME SEE PAGE 4 OF INSTRUCTIONS
g 29. Total private retirement income . Enter $360 or total, (Whichever is smaller) . 29. 29.
61 30. Interest exclusion for elderly . ... ...t 30. 30.
X | 31 Interest exclusion for savings bonds, etC. ........... .. ... ..o 31 31
:.:c 32. Income from sources outside Montana (Part-year & nonresidents only) ........... 32. 32.
2| 33. Exempt retirement income (Specify) 33. 33
g 34. State refund (If included in liN€ 158DOVE) .. ... ... .o i 34. ‘ 34.
g 35. Other reductions (Specify tips, social security. etc.) ........................... 35. i : 35.
F | 36 Transfer allocation Of INCOME  ............oooooori i 36. : ‘ 36.
37. Total adjustments decreasing income (Add lines 29thru36) ............ 37. 1 f 37.
38. Subtract line 37 from line 28. Enter amount on line 39, page 2 .......... 38. ! ! 38.
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STANDING COMMITTEE REPORT

January i, 1935
MR. PRESIDENT
Faxation
LA IR Yo 10 oo Ta e a a1 a {0 o o O S
having had under.consideration................coooiiviiiiiiiiiiii s mwmli ...................... No..... 3 7 ........
fixat reading copy ( _Skii )
color
REMOVING PdE STATE TAX APPEAL UOARD FRON LIQUOR LICENSIHG
APEERI, PRUCLESE
Respectfully report as follows: That...........coovviiiiiiii Smtaiiill ........................ No..... 3? ........
DO PASS .
senator Tom Towa, Chairman.
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SENATE TAXATION COMMITTEL

ROLL CALL VOTE

48th Legislative Session -~

1985

pate /g Qancery &5 Room 413-415
c/ [

et

Motion: That OB37 A pass
7

Ao ttiger—
G,
Name Yes No Excused
Senator Brown L
Senator Eck v
Senator Goodover o
Senator Hager v
Senator Halligan v
Senator Hirsch o
Senator Lybeck v
Senator Mazurek L
Senator McCallum v
Senator wNeuman v
Senator Severson 1
Senator Towe e




