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1) The definitions in Section 2 should follow federal law. Many of the definitions refer to the federal code but
then deviate from or expand the definition beyond the Internal Revenue Code

2) The definition of a tax shelter is very broad and includes perfectly legal activities.

3) The definition of “noneconomic substance transactions” is vague and may include perfectly legal activities.

4) There is a penalty of false swearing; if in error, how does the taxpayer correct.

5) There is no provision for an estimate. Taxpayers need to calculate their taxable gains at the time of filing
the tax returns. Passive activity losses and numerous other information may be needed to complete the
calculation. This is an expensive burden to place on the taxpayer.

6) Section 3 includes substantial penalties for not disclosing required information and additional penalties for
any understatement of tax. Penalties for disclosure are assessed as of the due date of the retumn.
Concern—are there unintended consequences for regular taxpayers who may make a “mistake”?

7) Section 3 grants expansive rule making authority to the Department of Revenue.

8) Section 3 is applied retroactively to February 28, 2000 which includes tax years for which the statute of
limitations has expired.

9) Section 3 allows the director to waive penalties for a reportable transaction that is not a listed transaction,
: but Section 2 defines listed transaction to include reportable transactions.

10) Section 4—Material advisors—may require the disclosure of a taxpayer’s tax planning strategy and
techniques by advisors.

11) Section 4 and its excessive penalties may be applied to advisors who have no idea their advice is subject to
the disclosure provisions.

12) Section 5(b)(i) appears to include a tax opinion as being within the definition of a tax shelter.

13) Section 6 requires the tax payer to come to the Helena district court rather than relying on the established
venue rules that generally require an action to be filed in the county of the defendant.

14) Section 7 grants the DOR Director expansive discretion and rule making authority with limited legislative
direction.

15) Section 8 brings in a new filing requirement for the “state spreadsheet". As with the other provisions, the
spreadsheet requires a record of filings in each state where the taxpayer has business. The MTC has
delayed implementation of this requirement for two years since there is no uniform format. The AICPA,
among other groups argued that the information is of questionable value, there is an onerous compliance
burden, and there is no uniformity among state law and judicial interpretation. Why are we in a rush to
adopt early?

16) If the state spreadsheet is not required by other states, the Montana market is not large enough for the
software manufacturers to create one just for Montana

17) Section 9: (4)(a) “Any income” being business income conflicts with item Sectlon 9 item 8; if the definition
gross income encompasses all income, then you cannot have “more business income.”

18) Section 10 requires the filing of information to be complied at what cost to taxpayers?




19) Section 11: Why not simply require a taxpayer to file a copy of each state income tax return as aliowed in
(3)(b) rather than compiling all of the information in subsections (1) and (2).

20) Section 14 extends the statute of limitations beyond that otherwise applied by law.
21) Section 20 raises equal protection concerns by applying only to nonresidents.

22) Sec. 20 (2), withholding on real estate sales, will be difficult to administer:
* What is a "transferor's certified calculated gain"? What is the definition? Who will determine it?
What if a major material misstatement is made? What about a contract for deed where title does not
pass until fully paid? Is the gain the entire gain in the year of sale? There may not be enough funds to
pay the closing costs and the withholding tax from the down payment which may impact the ability to
sell some property.

23) Sec. 21 (3) (f) exempts a LLC, corporation or pass through entity organized under Montana law. This
appears to be a large loophole that can be used to avoid the withholding tax. The only effective way to
administer this is to assess all sellers of real estate over $100,000. Buyers and title companies would then
not be required to enforce the provision of questioning the seller if it was used as personal residence.

24) New Section 21—1Is it cost effective to impose this additional recording keeping etc. on all sales and
Department of Revenue?

25) Section 25—Class 8 property—Agree that the exclusion be increased.

26) The retroactive application to transactions entered into after Feb of 2000 is of concern. The statute has in
fact run on the returns filed for the calendar year 2000. Many, if not most, of the transactions reported by
Montana taxpayers will be small limited partnership interests. These were subject to reporting on the
Federal return. To ask those taxpayers to report all them again to the state for 7 years is an administrative
burden. Many self prepared returns would not realize the need to comply, and the penalties are enormous
relative to the tax reductions. The new provisions appear to require disclosure on 2006 returns, many of
which would be filed before enactment.






















