MSCPA RECAP OF 2009 LEGISLATIVE SESSION

© we supported the bill, testified in favor at committee hearings and worked proactively to get the bill passed
@ we opposed the bill, testified in opposition at committee hearings and worked proactively to get the bill
killed

© We were interested in the bill but for various reasons did not testify in favor or against (i.e. there are lots of

others doing that already); we watched these bills carefully to make sure amendments did not warrant a position
change; we provided information to legislators if requested

Bills that impact the CPA profession and/or members directly

©HB 10 Brady Wiseman Long range information technology funding bill - Became Law
Long range information technology funding bill - appropriates $3,366,178 to DOR for efficiency
through imaging. This technology will result in greater efficiency and speed in processing of tax
returns, faster refunds and more timely and accurate service to the public.

©HB 24 Penny Morgan Recodify individual income tax laws — Became law
Recodifies Title 15 so first part of chapter includes the rate and return of the individual income tax,
second part includes tax credits and tax checkoffs, and third part relates to tax administration and
collections

©HB 80 Deborah Kottel Revise professional and occupational licensing laws — Became Law
This is our mobility bill - MSCPA worked closely with the State Board of Accountancy to draft the
legislation and get it passed. Revises professional and occupational licensing laws - adopts mobility
for CPAs and alters the composition and term of the board of accountants members

©HB 571 Scott Reichner Revise mortgage broker, lender, and loan originator law — Missed Deadline for General

Bill Transmittal
Mortgage broker, mortgage lender & mortgage loan originator licensing act - we wanted to make
sure CPAs were not impacted negatively in their role of giving advice to clients.

©sB 122 Larry Jent Revise mortgage lender and broker licensing acts — Tabled in Senate Business & Labor
Revise mortgage lender and broker licensing act - MT’s Secure & Fair Enforcement for Mortgage
Licensing Act — adopts a model safe act to comply with the federal Housing Recovery Act of 2008
which requires states to adopt minimum safe acts by July 31, 2009 or HUD will assume jurisdiction
and provide an overlay level of regulation - Section 5 includes exemptions for realtors and lawyers;
we worked to get CPAs exempted

(©sB 351 Jeff Essmann Revise residential mortgage licensing law — Became Law
Revises mortgage broker act to conform to federal Safe Act - mortgage broker industry bill; Section 4
was amended to exempt CPAs from the act’s provisions

Bills that impact our members’ businesses and/or clients

©HB 143 Dave McAlpin Nonprofit corporation registry — Tabled in Senate Business & Labor
Creates a charity registry to prevent consumer fraud - a one stop shop for charity registration - MT 1
of 10 states without charity registry - projected fiscal impact is $45,284 in FY 2010 and
approximately $16,000 per year thereafter

(©HB 235 Deborah Kottel Limited liability company law — Tabled in Senate Judiciary
Defines and provides for a low profit limited liability company - a for profit corporation organized
for a charitable purpose - may attract foundation funds for “program related investments”

©HB 303 Deborah Kottel Revise limited liability company act — Missed Deadline for General Bill Transmittal
Adopts Revised Uniform Limited Liability Act

(©HB 440 Scott Mendenhall Small business consideration act — Missed Deadline for Appropriations Bill

Transmittal




Bill sponsor may request a small business fiscal note outlining the estimated dollar amounts of direct
and indirect fiscal impacts to small business including tax obligations, health care costs, workers’
compensation costs, other insurance costs, liabilities, regulatory costs, labor costs, and training costs

©HB 645 Jon C Sesso Implement receipt of and appropriate federal stimulus and recovery funds — Became Law
Implement receipt of and appropriate federal stimulus and recovery funds

@SB 318 Christine Kaufmann Code of corporate responsibility — Missed Deadline for General Bill Transmittal
Requires directors and officers to consider the impact of any action upon the public health, public
safety and environment - similar to SB 240 in 2007 which MSCPA opposed

©sB 460 Bob Story Committee to oversee and evaluate stimulus package funding — Vetoed by Governor
Creates a 13 member commission to oversee and evaluate stimulus package funding - commission
consists of 2 House members, 2 Senate members, 4 public members, 2 nonvoting members from
executive branch appointed by governor, and 3 nonvoting members designated by each member of
the MT congressional delegation. Amended to include only legislators - no public members.

Bills that change income tax laws

©HB 395 Dave McAlpin New top marginal rate for taxable income — Missed Deadline for Revenue Bill
Transmittal
Raises the top marginal tax rate to 7.9% for taxable income in excess of $250,000 - projected fiscal
impact is $26.9 million in FY 2010 and $18.4 million in FY 2011
(®HB 647 Dick Barrett Provide tax withholding for nonresident sales of Montana real estate — Missed Deadline
for Revenue Bill Transmittal
Requires tax withholding for nonresident sales of MT real estate - withhold 2.5% of sales price or the
certified calculated gain multiplied by the highest rate of tax - certified calculated gain is certified in
writing by the transferor under penalty of false swearing - no withholding if sales price is less than
$100,000
®HB 648 Dick Barrett Revise certain tax provisions related to pass-through entities and partnerships — Tabled in
House Taxation without hearing by request of the sponsor
Expands the definition of MT source income to include “a partnership interest or stock in an S
corporation multiplied by the ratio that the partnership’s or S corporation’s business income was
apportioned to the state as provided in Article IV(9) of 15-1-601 in the tax year immediately
preceding the year of sale or transfer”
@HB 651 Jill Cohenour Generally revising laws related to taxation — Tabled in House Taxation
Requires disclosure of reportable and listed transactions - penalty for failure to report reportable
transaction is $5,000 for individuals & $25,000 for C corps - penalty for failure to report listed
transaction is $50,000 for individuals & $100,000 for C corps - penalty of 60% for any listed
transaction understatement - 100% penalty for promoting abusive tax shelters - extends deadline
for notice of deficiency to 10 years if return reflects use of a listed transaction - requires every
taxpayer, upon request of DOR, to prove a copy of another state’s return - requires disclosure of
inconsistent state tax filing positions - creates a voluntary compliance program - 20% penalty for
substantial understatement of tax which is defined as 10% or $3,000 for individuals and lesser of
10% or $10,000, or $500,000 for corporations - penalty for failure to provide information to DOR
within 60 days of receiving written notice - amends period of limitation for overpayment
attributable to net loss carryback - listed transaction provisions retroactive to tax years after 2008
@HB 652 Dave McAlpin insurance stuffing by specifying dividends-received deduction — Tabled in House
Taxation
Prohibit insurance stuffing - almost identical to SB 211 except does not include captive insurance
companies
(©sB 36 Ron Erickson Revise water’s edge provisions of corporation taxes — Missed Deadline for Revenue Bill
Transmittal
Revise water’s edge provisions
©sB 43 Christine Kaufmann Revise list of countries considered tax haven — Became Law




Amends tax haven countries to conform to OECD (Organization of Economic Cooperation &
Development) - at request of Revenue & Transportation Interim Committee - no projected fiscal
impact

©sB 115 Christine Kaufmann Income calculations for certain property tax assistance programs — Became Law
Simplifies income based property tax reduction entitlement determinations — bases calculation on
federal agi - amends due date to April 15 - by request of Department of Revenue - projected fiscal
impact is $7,000 per year

©sB 128 Gary Branae Revising laws related to state taxation — Tabled in Senate Taxation
General revision of income tax code - adopts innocent spouse provision — contains many provisions
of SB 174 (2007) - projected fiscal impact was originally approximately $130,000 per year - new
fiscal note projects a positive $1.2 million in FY 2010 and approx. $640,000 per year thereafter

©sB 181 John Esp Require tax information agents to report certain real estate transactions — Became Law
Requires proceeds from real estate transactions that are required to be reported to IRS (1099S) to be
reported to DOR

@sB 211 David E Wanzenried Prevent corporations from channeling income to insurance subsidiaries — Tabled

in Senate Taxation
Insurance stuffing - projected fiscal impact is a positive $1 million per year

©sB 244 Joe Balyeat Revise income taxes for taxpayers — Died in House Taxation
Similar to SB 514 from 2007; amended in Senate Taxation to remove the 1099G fix

©sB 260 Kim Gillan Revise tax on publicly traded partnerships — Became Law
Adopts federal definition of publicly traded partnerships and adds them to the list of disregarded
entities that are exempt from individual income tax - publicly traded partnerships that agree to file
annual information return for each beneficial owner with MT source income in excess of $500 are
exempt from the composite return and withholding requirements; DOR and the proponents have
agreed to amendments that require electronic filing and the reporting of income from the final sale of
unit ownership, but differ on DOR’s request to amend MT source income statutes regarding
depreciation and depletion recapture

(©SB 277 Christine Kaufmann Box store tax — Tabled in Senate Taxation
Creates a retail sales gross receipts tax on retail sales greater than $25 million per calendar year -
1% on sales of $25-$35 million; 1.5% on sales of $35-$45 million; & 2% on sales above $45 million.

©sB 418 Gary Branae Revise administrative provisions of individual income tax — Became Law
Contains income tax provisions from SB 128 - Innocent spouse provision - defines qualifying child
by federal law — automatic extension of state return & safe harbor provisions for estimated tax
payments

©sB 430 Bradley Hamlett Revise administrative provisions relating to DOR — Became Law
Includes the oil & gas, bentonite, & other non-income tax provisions from SB 128

©SB 504 Joe Balyeat Income tax with RTIC designed replacement sales tax — Tabled in Senate Taxation
Abolish income tax with RTIC designed replacement sales tax - eliminates MT’s individual income tax
on January 1, 2012 - requires RATIC during the 2009/2010 interim to devise a general retail sales
and use tax system to replace the individual income tax system

Bills that make changes to or add new income tax Credits; Exemptions; Incentives;

Deductions
MSCPA’s Proposed Credit Sunset bill: dropped because of fiscal issues in this session and a division in our
membership.

©HB 28 Pat Ingraham Exempt military pensions from state income tax — Missed Deadline for Revenue Bill
Transmittal

Exempts active duty military pensions, retirement income, and survivor benefits from income taxation -
projected fiscal impact is approximately $6.5 million per year



©HB 163 Jill Cohenour Revise tax incentives for motion picture industry — Became Law
Extends sunset of Big Sky on the Big Screen tax credit from 2010 to 2015
©HB 185 Bill Nooney Tax deduction for other states college saving plans — Tabled in House Taxation
Extends income exemption for contributions or earnings withdrawn from a family education savings
account to include accounts maintained by other states - projected fiscal impact is approximately
$75,000 per year
©HB 202 Mike Miller Tax credit for long-term care insurance -- Missed Deadline for Revenue Bill Transmittal
Provides a $150 income tax credit for one-half of long term care insurance premiums paid - projected
fiscal impact is approximately $700,000 per year
©HB 206 Harry Klock Exempt military salaries from state income tax -- Missed Deadline for Revenue Bill
Transmittal
Exempts active duty military, reserve, and national guard salaries of Montana residents from income
taxation —projected fiscal impact is approx. $1.5 million per year
(©HB 259 Scott Mendenhall Income tax credit for volunteer firefighters — Missed Deadline for Revenue Bill
Transmittal
Provides a $100 income tax credit for volunteer fire fighters and EMTs
©HB 261 Tom McGillvray Revise income tax laws related to certain exemptions and deductions — Tabled in
House Taxation
Increases the inflation adjustment by 5% for the exemption for dependent children claimed by
married taxpayers - applies an inflation factor to the $5,000 limit for federal tax deductibility -
projected fiscal impact is $2.5 million in FY 2012 & $3.8 million in FY 2013
©HB 299 Deborah Kottel Credit for hearing aid purchase — Tabled in House Taxation
Provides a $500 income tax credit, once every four years, for hearing aids purchased by taxpayers 55
years and older - projected fiscal impact is approx. $1 million per year
©HB 300 Pat Ingraham Medical savings account laws -- Died in House Taxation
Increases the $3,000 exclusion from MT AGI for medical savings account contributions by $500 per
year until 2017 when exemption is $7,500 - projected fiscal impact is $32,000 in FY 2010 & $54,400
in FY 2011
©HB 315 Anders Blewett Increase amount and slow phase out of retiree exclusion from income — Became Law
Increases the maximum pension and annuity exclusion to $4,000 and reduces the phase out formula
- fiscal impact is approx. $500,000 per year
©HB 327 Wayne Stahl Revise exemption of certain interest income for elderly taxpayers — Tabled in House
Taxation
Allows federally exempt interest dividends and interest on obligations from another state or its
political subdivisions to be to be excluded from MT AGI for taxpayers 65 and older.
This bill was tabled in House Taxation at the request of the sponsor because the DOR agreed to draft
administrative rules to take care of the problem; they have done so retroactive for tax years 2005 and
later.
©HB 360 Mary Caferro Earned income tax credit — Missed Deadline for Revenue Bill Transmittal
Provides an income tax credit for 20% of the federal earned income credit
©HB 381 Mike Miller Tax credit and deduction for unreimbursed health care expenses — Tabled in House
Taxation
Provides a $1,000 per household tax credit for unreimbursed medical expenses with a phase out at
250% of federal poverty level - allows a deduction for all unreimbursed medical expenses
©HB 501 Gary Maclaren Tax credit for employer contributions to health savings account -- Died in House
Taxation
Creates a tax credit for one-half of employer contributions to employee health savings account up to
$600 per employee - available if employer has not paid contributions into a health savings account
during the preceding 2 tax years - may claim for no more than 4 consecutive tax years
(©HB 540 Franke Wilmer Alternative energy tax credit -- Died in House Taxation



Doubles energy conservation cap to $1,000 - adds 3 year carry forward
(@HB 640 Art Noonan Limit deduction of qualified residential interest to fund Housing Montana fund -- Died in
House Taxation
Reduces the amount of deductible qualified residence interest to $20,000 for a single taxpayer,
$30,000 for head of household, & $40,000 for married taxpayers filing jointly - transfers the amount
attributable to the reduction in deductibility to the housing Montana fund - limits the transfer to $2
million in FY 2011 & applies an inflation factor to this limitation
(©SB 37 Christine Kaufmann Revise income tax credit for energy conservation expenditures — Died in House
Taxation
Capital expenditure credit remains at 25% but cap increased from $500 to $800 -adds lighting to

approved capital expenditures - refundable credit if income less than $15,140 for singles and $21,210 for
married -extends credit to LLP, S corp., or other disregarded entities - by request of EQC - projected fiscal

impact of approx. $4.5 million per year

©sB 63 Rick Laible Tax incentive for volunteer EMTs -- expenditures — Missed Deadline for Appropriation Bill

Transmittal
Provides a maximum tax credit of $1,000 for volunteer EMTs and a deduction to corporate
employers who allow their volunteer EMT employees time off to respond to calls - as drafted applies
only to 2010 tax year - projected fiscal impact is $1.2 million in FY 2011

©sB 105 Rick Laible incentives for volunteer firefighters and their employers — Tabled in Senate Taxation
Provides a maximum tax credit of $1,000 for volunteer fire fighters and a deduction to corporate
employers who allow their volunteer fire fighter employees time off to respond to calls - as drafted
applies only to 2010 tax year - projected fiscal impact is $5.3 million in FY 2011

©SB 106 Rick Laible License plates and tax credits for volunteer firefighters — Tabled in Senate Taxation
Provides a maximum $120 tax credit for volunteer fire fighter who purchase a specialty fire fighter
license plate - projected fiscal impact is $25,600 in FY 2010 and $207,000 per year thereafter

(©SB 146 Rick Laible Biomass tax credit — Tabled in Senate Taxation
Providing a credit against individual income or corporate income taxes for biomass production or
biomass collection

©SB 179 Ron Erickson Adjust tax credit for inflation for elderly homeowners and renters — Table in Senate

Taxation
Adjust tax credit for inflation for elderly homeowners and renters - Sen. Erickson has agreed to
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concerns, Sen. Erickson will also ask that the bill not become effective until the second year of the
biennium and will not become effective unless a certain amount of revenue is estimated - projected
fiscal impact is approximately $8 million per year
(©sB 218 Dan McGee Tax credit for employers of members of national guard and reserve — Tabled in Senate
Taxation
Provides a $500 income tax credit for employers who employ a member of the National Guard or
ready military reserve - must be employed for 9 months during tax year and average at least 20
hours per week - credit may be carried forward seven years - projected fiscal impact is $1.6 million
per year
(©sB 259 Christine Kaufmann Earned income tax credit — Tabled in Senate Taxation
Provides an income tax credit for 15% of the federal earned income credit - no fiscal note yet -
projected fiscal impact is $18.5 million in FY 2010 and $18.9 million in FY 2011
(©SB 282 Jesse Laslovich Increase threshold at which certain retirement income is exempt from income tax —
Tabled in Senate Taxation
Increases the amount of retirement income excludable from MT agi from $3,600 to $5,000 -
projected fiscal impact is approximately $800,000 per year

©sB 284 John Brueggeman Increase income phase-out cap for pension and annuity exclusion — Tabled in Senate

Taxation
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Increases the amount of income that can be earned from $30,000 to $35,000 before the pension and
annuity income tax exclusion begins to phase out

©sB 301 Mike Cooney Tax credit for alternative energy capital investment — Tabled in Senate Taxation
Increases the energy conservation credit from 25% to 50% of capital expenditure and increases the
maximum credit from $500 to $1,250 - extends credit to pass through entities - excludes windows
and adds lighting and certain appliances - projected fiscal impact is $10 million in FY 2011 & $14
million in FY 2012

©sB 304 Roy Brown Keep our kids here tax credit — Tabled in Senate Taxation
Creates a student loan repayment tax credit for employers who pay - exempts earnings withdrawn
from a family education savings account from MT AGI - allows a taxpayer to exclude from income up
to $5,000 for student loan repayments

@SB 459 Ron Erickson Repeal capital gains tax credit — Tabled in Senate Taxation
Repeals capital gains credit — projected fiscal impact of approximately $36 million per year

©sB 503 Jeff Essmann Economic Stimulus Act — Vetoed by Governor
Provides a 5% capital gains credit for sale of a qualifying MT business - to qualify business must be
established between Nov. 1, 2009 and January 1, 2012 with MT as principal place of business - tax
credit allowed for sale of assets held for a minimum of 10 years or sale of an ownership interests if
60% of the employees are located in MT for a minimum of 10 years - if assets only held for 5 years,
then a 2% credit - creates a deduction for the recapture of bonus depreciation allowed under the
American Recovery and Reinvestment Act of 2009

©sB 512 Jonathan Windy Boy Educational tax credits — Tabled in Senate Taxation
Providing an individual income tax credit for 50% of qualified elementary and secondary education
expenses paid by the taxpayer for each dependent in public or nonpublic elementary or secondary
grades, including a home school program

Bills that create sunshine for state government

©HB 508 Bob Lake Require Dept of Revenue to provide certain information on website; RSS feed — Tabled in

House Appropriations
Requires DOR to maintain a website with tax information including information on centrally assessed
property taxes

©sB 241 Joe Balyeat Taxpayer Right to Know Act - budget database website — Tabled in House Taxation
Taxpayer right to know act - requires the department of administration to maintain a searchable
website with information on revenue, appropriations, and expenditures of state taxpayer money

Miscellaneous bills of interest

©sB 132 Lynda Moss Clarify taxpayer confidentiality and exchange of info laws among state agencies — Died in
House Taxation
Information sharing between DOR and Secretary of State based upon the entity’s name and the last 4
numbers of the federal tax number
(©sSB 348 Jeff Essmann Constitutional referendum on annual legislative sessions, split into regular and budget —
Died in Process
Constitutional amendment for annual sessions with a budget session in odd years for not more than
30 days and a regular session in even years for not more than 45 days
(©sB 485 Carol C Juneau Financial literacy pilot program -- Died in House Education
Creates a financial literacy pilot project for K-12 education - funded by gifts, grants, & donations - no
projected fiscal impact

Total number of Introduced Bills monitored - 71
Total number of Introduced and Unintroduced Bills monitored- 139



