
19.0661.01000 FISCAL NOTE
Requested by Legislative Council

01/07/2019

Bill/Resolution No.: HB 1319

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $(962,600,000)

Expenditures

Appropriations

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

HB 1319 removes income tax brackets and imposes a flat rate of zero percent.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

Section 2 of HB 1319 imposes a flat tax rate of zero percent on corporations. Section 3 of the bill imposes a flat tax 
rate of zero percent on individuals.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

If enacted, HB 1319 is expected to reduce state general fund revenues by and estimated $962.6 million in the 2019-
21 biennium.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to the suspension of income tax return filing requirements; relating to replacing 
the corporate, individual, estate, and trust income tax rate schedule with a flat income tax 
rate of zero percent.   
 

Minutes:                                                 Attachments 1-3 

 
Representative B. Koppelman:  Distributed proposed amendments, 19.0661.01001, and a 
Christmas tree version, see attachments 1-2.  These amendments almost hog house this bill 
into the format of HB 1535 which was the flat tax at 2.5 percent.  In year two they reduce the 
rate down to 2% which would offer tax savings to all of our citizens.  The sponsor was satisfied 
with this amendment.  The fiscal cost for year two is around $70 million.   
 
Chairman Headland:  Is there a way we can confirm what Representative B. Koppelman is 
saying with the new federal tax law that we don’t have data on?  He said in this amendment 
nobody would have a tax increase.   
 
Joe Becker, Tax Department:  I worked with Kathy Strombeck on the 2.5% flat tax.  I don’t 
know where her analysis went with the two percent.  I understand what Representative B. 
Koppelman was referring to.  We’re not sure where the 2018 numbers are going to go 
because we don’t know the full impact of the Trump tax reform bill.   
 
Chairman Headland:  Distributed testimony, see attachment 3.  Under the prior federal law 
where we do have data, according to this sheet that was done by Kathy, it’s clear for a single 
filer that the flat tax only provides a little relief at the very bottom of income and a lot of relief 
likely at the top of the income levels.  Everybody in the middle would see an increase.   
 
Joe Becker:  We’re using the new standard deductions under the new federal law and taking 
into account the standard deductions in the bill itself.  What you’re saying is correct.  Numbers 
are showing that anywhere from about $50,000 to $500,000 there’s an increase and seems 
to be concentrating more in the range of $50,000-125,000.  Those dollars have to go 
somewhere.   
 



House Finance and Taxation Committee  
HB 1319 
February 6, 2019 
Page 2  
   

Chairman Headland:  I just want to make sure everybody on the committee understands.  It 
appears we’re going to go on the floor with an increase of 80% to the taxpayers which I don’t 
think we want to do. 
 
Representative B. Koppelman:  Kathy indicated to me that when you look at the number of 
taxpayers the 2.5% was the closest thing to revenue neutral.  Statistically speaking there 
wouldn’t be anybody that was paying more within a couple percent.  The chairman is referring 
to if your suggesting the assumptions from the new tax plan are in this proposal then it’s quite 
a bit different than what I thought yesterday.  I don’t think anyone wants to raise taxes on 
people 10-15% in areas.  You’ll have to tell me if what she was indicating to me was correct 
or not because that is a big part of our decision here.   
 
Joe Becker:  I had a discussion with her also along those lines.  Generally, you have 
neutrality but there is some shifting.  The chart compares the AGI levels, it’s not considering 
what’s in the AGI numbers and the effects of the Trump Act.  We have considered a new 
standard deduction in these numbers as well as the loss of personal exemption.  It seems to 
be running a little higher than a couple percent.  I will have to discuss this with her today.   
 
Representative B. Koppelman:  The adjusted gross income as compared to the last full tax 
year you have; on average how much was the adjusted gross income adjusted with the new 
rules? 
 
Joe Becker:  No.  The standard deduction and the personal exemptions are the two items 
that are going to be more pervasive changes for most individuals and occur after that.  The 
chart is indicating we’ve taken the new standard deduction into account in recalculating the 
federal taxable income which is our base.  The other things we are uncertain about are things 
like depreciation and the new business deduction for pass through folks.  We don’t know 
where that’s going to settle.  This is taking into consideration the average wage earner with 
the standard deductions.   
 
Representative B. Koppelman:  This is different information than what I thought I was 
hearing last night.  There were four cost runs done which was 2.5%, 2.7%, 2.2%, and 2.3% 
based on this same $31,000 standard deduction for a married couple.  The problem with the 
lower number runs would probably solve some of the concerns you have about the middle 
brackets.  The downside is it’s not going to be in a bill that’s revenue neutral; there would be 
a cost to making it a flat tax at that point.  If the committee felt like we wanted any tax relief 
this session, I don’t know what the vehicle is to do that if we dispose of these two bills.   
 
Chairman Headland:  I don’t know that we’re in a position to provide tax relief with our 
budget.  I don’t think we can lose any revenue because we’re still short and we’re still looking 
to reduce budgets.  We’ve cut taxes in this committee when we’ve had excess revenue and 
I think that’s the appropriate time to look at tax reductions.  I don’t know how the public would 
view it if we went with a tax cut.  I know tax cuts help the economy.  I would prefer us to vote 
on this bill in its original form.  Is there a need for us to vote on two flat tax bills that are 
essentially the same bill with one just reducing the tax by ½ percent?  I don’t know what your 
wishes are here.  I’m going to resist the amendment.   
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Representative B. Koppelman:  I’m not even going to offer this amendment based on the 
information right now.  We managed to find $100 million and recommended we spend that 
just a few days ago.  I also recognize the deadline for fiscal bills due today.     
 
Chairman Headland:  We have the bill before us. 
 
Representative Dockter:  MADE A MOTION FOR A DO NOT PASS. 
 
Representative Steiner:  SECONDED 
 
Chairman Headland:  Discussion. 
 
ROLL CALL VOTE:  10 YES     4 NO     0 ABSENT 
MOTION CARRIED 
 
Vice Chairman Grueneich will carry this bill.   
 
**On February 8, 2019 Chairman Headland requested to change the bill carrier from 
Vice Chairman Grueneich to Representative Blum.   
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