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£/ BILL NO. f.ﬁ’z

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "“AN ACT TO GENERALLY REVISE THE
INDIVIDUAL INCOME TAX LAWS OF THE STATE; REDUCING INDIVIDUAL
INCOME TAX RATES; APPLYING THE RATES AGAINST NET TAXABLE
INCOME; PROVIDING FOR AN ALTERNATIVE MINIMUM TAX FOR
INDIVIDUALS; PROVIDING FOR PRORATION OF TAXES FOR PART-YEARR
RESIDENTS; FELIMINATING THE EXEMPTION FOR RETIREMENT INCCME;
AMENDING SECTIONS 7-14-1133, 7-34-2416, 13-37-303, 15-1-101,
15-30-101, 15-30-103, 15-30-105, 15-30-111, 15-30-131.,

15-30-132, 15-30-135, 15-30-136, 15-30-141, 15-30-142,

15-30-144, 15-30-146, 15-30-162, 15-30-303, 15-30-321,
15-30-323, 15-31-131, 15-31-202, 15-32-104, 15-32-106,

15-32-203, 15-32-303, 15-32-402, 15-32-405, 19-3-105,
19-4-706, 19-5-704, 1%-6-705, 19-7-705, 19-8-805, 19-21-212,
AND 67-11-303, MCA; AND REPEALING SECTIONS 15-30-110,
15-30-112, 15-30-113, 15-30-114, 15-30-115, 15-30-116,
15-30-117, 15-30-121, 15-30-122, 15-30-123, 15-30-125,
15-30-126, 15-30-156, 15-30-157,

15-30-161, 15-32-109,

15-32-201, 15-32-202, 19-9-1005, 19-13-1003, MCA; AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA;:
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Section 1. Section 7-14-1133, MCA, is amended to read:

"7-14-1133. Bonds and obligations. (1)} Except for
providing financial support to a private development
organization, including a cerperation organized under Title
32, chapter 4, whose purpose is to advance the economic
development of 1its jurisdiction and of the state and its
citizens, an authority may borrow money for any of its
corporate purposes and issue bonds therefor, including
refunding bonds, in such form and upcn such terms as it
determines, payable out of any revenues of the authority,
including revenues derived from:

{a) any port or transportation and storage facility;

{b) taxes levied pursuant to 7-14-1131 or 67-10-4G2;

{c} grants ar contributions from the federal
government; or

{d) other sources,.

{2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no bonds may be issued at any time 1if
the total amount cf principal and interest to become due in
any year on such bonds and on any then outstanding bonds for
which revenues from the same source are pledged exceeds the
amount of such revenues to be received in that year, as
estimated in the resolution authorizing the issuance of the

bonds. The authority shall take all action necessary and

INTRODUCED BILL
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possible to impose, maintain, and collect rates, charges,
rentals, and taxes, if any are pledged, sufficient to make
the revenues from the pledged source in such year at least
equal to the amount of principal and interest due in that
year.

{3) The bonds may be sold at public or private sale and
may bear interest as provided in 17-5-102. Except as
otherwise provided in this part, any bonds issued pursuant
to this part by an authority may be payable as to principal
and interest solely from revenues of the authority and shall
state on their Eace the applicable limitations or
restrictions regarding the source from which such principal
and interest are payable.

(4) Bonds issued by an authority, county, or
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within--the

meanimng--of~--315-36-121¢23tay EFor purposes of tax exemption

determinations under the Internal Revenue Code.

{5) For the security of any such bonds, the authority,
county, or municipality may by resolution make and enter
into any covenant, agreement, or indenture and may exercise
any additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The

sums reguirted from time to time to pay principal and
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interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this part,
prior to the payment of current costs of operation and
maintenance of the facilities.

{6) Nothing in this section or 7-14-1134 may be
construed to limit the use of port authority revenues,
including federal and state money as described in 7-14-1136,
to make grants and loans or to otherwise provide financial
and other support to private development organizations,
including corporations organized under the provisions of the
development corporation act in Title 32, chapter 4. Under no
circumstances may the c¢redit of the state, county, or
municipal governments or their agencies or authorities be
pledged to provide financial suppert to such development
organizations."

Section 2. section 7-34-2416, MCA, is amended to read:

"7-34-2416, Tax-exempt status of bonds. Bonds issued by
a county pursuant to the provisicons of 7-34-2411 through
7-34-2418 are declared to be issued for an essential public
and governmental purpose by a political subdivision within

the-meaning-of-15-38-11+2¥+a¥y for purposes of tax exemption

determinaticons under the Internal Revenue Code."

Section 3. Section 13-37-303, MCA, is amended to read:
"13-37-303. Donhation by taxpayer. (1) An individual

whose withheld income tax or payment of estimated tax
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exceeds by more than $1 his income tax liability for the
taxable year may donate $1 to be paid to the fund. 1In the

case of a joint return, as-previded-in filed pursuant to

15-30-142(2), of a husband and wife having an income tax
overpayment as defined in 15-30-149 of $2 or more, each
spouse may donate $1 to be paid to the fund.

(2) An individual with an unpaid tax liability may at
the time of payment donate an extra $1 to be paid to the
fund.

{3) The department shall provide a place on the face of
the blank form of return, provided for in 15-30-144, where
an individual may make the donations provided E£for in
subsecticons (1) and {2). The form shall adequately explain
the individual's option to donate $1 to the fund."

Section 4. section 15-1-101, MCA, is amended to read:

"15-1-101. Definitions. {1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

{a} The term “agricultural” refers to the raising af
livestock, poultry, bees, and other sgpecies of domestic
animals and wildlife iIn domesticaticn or a captive
environment, and the raising of field crops, fruit, and
ather animal and vegetable matter for food or fiber.

{b) Thé term "assessed value" means the wvalue of
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property as defined in 15-8-111.

(¢) The term “"average wholesale value" means the wvalue
to a dealer prior to reconditioning and profit margin shown
in national appraisal guides and manuals or the wvaluation
schedules of the department of revenue.

(d} (i) The term "commercial", when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii}.

(ii) The following types of property are not commercial:

(A) agricultural lands;

(B) timberlands;

{C) single-family residences and ancillary improvements
and improvements necessary to the function of a bona fide
farm, ranch, or stock operation;

(D) mobile homes used exclusively as a residence except
when held by a distributor or dealer of trailers or mobile
homes as his stock in trade;

{(E) all property described in 15-6-135:; and

(F) all property described in 15-6-136.

(e} The term "comparable property"” means property that
has similar use, function, and utility; that is influenced
by the same sec of economic trends and physical,

governmental, and social factors; and that has the potential
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of a similar highest and best use.

{f) The term "credit" means solvent debts, secured or
unsecured, owing to a person.

{g) The term "improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upon, or affixed to land. When the department of revenue or
its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
homa or housetrailer 1is presumed tc be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently loccated only when it is
attached to a foundation which cannot feasibly be relocated
and only When the wheels are removed.

{h) The term "leasehold improvements*” means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202,
Delinquent taxes on such leasehold improvements are a lilen
only on such leasehold improvements.

(i} The term "livestock" means cattle, sheep, swine,
goats, horses, mules, and asses.

(i) The term "mobile home" means forms cof housing known
as "trailers”, T"housetrailers”, cr "trailer coaches”

exceeding 8 feet in width or 45 feet in length, designed tc
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be moved from one place to another by an independent power
connected to them, or any "“trailer", "housetrailer", or
"vrailer coach" up to 8 feet in width or 45 feet in length
used as a principal residence.

(k) The term "personal property" includes everything
that is the subject of ownership but that 1is not in¢luded
within the meaning of the terms “real estate" and
"improvements",

{l) The term "poultry" includes all chickens, turkeys,
geese, ducks, and other birds raised in domestication to
produce food or feathers.

{m) The term "property” includes moneys. credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

{n} The term "real estate" includes:

{i) the possession of, claim to, ownership of, or right
to the possession of land;

{ii) all mines, minerals, and gquarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8: all timber belonging to individuals or

corporations growing or being on the lands cof the United

-8-
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States; and all rights and privileges appertaining thereto.

(o) "Research and development firm" means an entity
incorporated under the laws of this state or a Etoreign
corporation authorized to do business in this state whose
principal purpose is to engage in theoretical analysis,
exploration, and experimentation and the extension of
investigative findings and theories of a scientific and
technical nature into practical application for experimental
and demonstration purposes, including the experimental
production and testing of models, devices, equipment,
materials, and processes.

(p) The term "taxable wvalue” means the percentage of
market or assessed value as provided for in Title 15,
chapter 65, part 1.

(@) The term "weighted mean assessment ratio" means the
total o¢f the assessed values divided by the total of the
selling prices of all area sales in the stratum.

{r) The term "Internal Revenue Code" means the internal

revenue title enacted August 16, 1954, and redesignated as

the "Internal Revenue Code of 1986" by section 2 of Public

Law 99-514, as amended.

(2) The phrase "municipal corporation” or
"municipality" or "taxing unit" shall be deemed to include a
county, c¢ity, incorporated town, township, school districet,

irrigation district, drainage district, or any person,
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persons, or corganized body authorized by law to establish
tax levies for the purpcse of raising public revenue.

(3) The term "state board" or "board" when used without
other qualification shall mean the state tax appeal board.”

Section 5. Section 15-30-101, MCA, is amended to read:

"15-30-101. Definitions. For the purpose of this
chapter, unless otherwise required by the context, the
following definitions apply:

{1) "Rase year structure" means the £fatiowing—elements
of-the-itncome—tax—steucturer

tay-—the tax brackets established in 15-30-103, but
unadjusted by subsection t2¥ (3) of 15-30-103, in effect on
June 30 of the taxable years

fbf——the——exemptions-——contnined-—-in——*iS—BB*ii%T——-but
unadjnsted-—by-—sub:ectiana——f?&-—and——fﬂf—-of—15—39*1&2T—in
ceffere-on-dune-30-cf-the-caxabte-years;

fc?——the—Fmaximum—-—stendurd—--deduction———prcvided———in
15—36—12ir—but—unadjusted-by~subsection—f2}-e£—i5-aB‘taer—in
effect-on-Fune-38-of-the-carabte-year.

{2} “Consumer price index" means the consumer price
index, United States city average, for all items, using the
1967 base of 100 as published by the Dbureau of labor
statistics of the U.S. department of labor.

{3) "Department" means the department of revenue.

{4) "Dividend” means any distribution made by a

_10_
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corporation out of its earnings or profits to its
shareholders or members, whether in cash or in other
property or in stock of the corporaticon, other than stock
dividends as herein defined. "Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.h

(5) "Fiduciary" means a guardian, trustee, executor,
administrator, receiver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

(6) "Foreign country” or "foreign government" means any
jurisdiction other than the one embraced within the United
States, its territories and possessions.

(7) "Gross income" means the taxpayer's gross income
for federal income tax purposes as defined in section 61 of
the Internal Revenue Code of-1954-or-as-that-section-may--be
tabeted--sr--amended;--exciuding--unemployment~-compenaation
tnetuded--in--federai--groas——inceme-under-the-provisiens-of
section-85-of-the-internal-Revenue-code~-of-1954-—as-amended.

(8) "Inflation factor" means a number determined for
each taxable year by dividing the consumer price index for
June of the taxable year by the consumer price index for

June, 1386 1991.

(9) "Information agents" includes all individuals,
corporations, associations, and partnerships, 1in whatever
-11-
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capacity acting, including lessees or mortgagors of real or
personal propetty, Efiduciaries, brokers, real estate
brokers, employers, and all officers and employees of the
state or of any municipal corporation or political
subdivision of the state, having the control, receipt,
custody, disposal, or payment of interest, rent, salarles,
wages, premiums, annuities, compensations, remunerations,
emoluments, or other fixed or determinable annual or
periodical gains, profits, and income with respect to which
any person or fiduciary is taxable under this chapter.

{10) "Knowingly" is as defined in 45-2-101.

{l1) "Net income" means-the-adjusted-gross-income--of--a
taxpayer-—tess—-the-deduceionn-aliowed-by-ehia-chapeer is the

federal taxable income of a taxpayer, including interest

received from obligations of another state or political

subdivision of that state, less the adjustments specified in

15-30-111.

(12) "Paid", for the purposes of the deductions and
credits under this chapter, means paid or accrued or paid or
incurred, and the terms "paid or incurred" and "paid or
accrued" shall be construed according to the method of
accounting upon the basis of which the taxable income is
computed under this chapter.

{13) "Purposely" is as defined in 45-2-101.

(l4) "Received", for the urpose of computation of
PUrp P

-12-
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taxable income under this chapter, means received or accrued
and the term "“received or accrued"” shall be c¢onstrued
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

{15) "Resident" applies only to natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any person domiciled in the state of
Montana and any other person who maintains a permanent place
of abode within the state even though temporarily abaent
from the state and has not established a residence
elsewhere,.

{16) "Taxable income” means the adjusted gross income of
a taxpayer less the deductions and exemptions provided for
in this chapter.

{17) "Taxable year" means the taxpayer's taxable year
for federal income tax purposes.

(18) "Taxpayer™ includes any person or Eiduciary,
reaident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.

(19) "Monresident" refers to a persen who has not

established a residence in this state during the taxable

year.

(20) "Part-year resident” refers toc a taxpayer who is a

resident of this state and another state during the

_13_
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taxpayer's taxable year."

Section 6. section 15-30-103, MCA, is amended to read:

*15-30-103. Rate of tax. (1) There shall be levied,
collected, and paid for each taxable year commencing on or
after December 31, 1968 1990, upon the net taxable income of
every taxpayer subject to this tax, after-making-aiiewance
for-enemptions-and-deductiona-as-hereinafter-provided except

those subject to subsection (2), a tax on the following

brackets of taxable income, as adjusted under subsection t2%
{3), at the following rates:
tay—-an-—the——-£irat-917008-of-taxable-income-ar-any-pare
thereofr—2%7
thy--on-the-next-51;000-0f-caxabie-income--or--any-—parte
thereaf;-3%+
tey--on-~the--next--527y000-o0f-taxabie-income-ocr-any-part
thereofy—4%;
tdy——on-the-next-527068-0f-carable-income—-or--any—-pare
therecfs-5%;
te}--on--the--next——-527666-o0f-taxabite~-income-or-any-part
thereof7-6%+
tf4-—on-ehe-nexe-42,000-0f-caxabie-income——or-—any--parct
therecfs—7%5
fg{—-en--the——next——5i7666—oé-taxabie—income—or-any—part
thereof7-04%+

thy——on-the-next-567808-0f-taxablie-income-—-or-—any-—-pare

-14-
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thereafs—5%;
tiy-—on--the--next-5t57089-af-taxabte-income-or-any—-part
therecf;-18%s
t3¥--en—any—taxabie-income-in-excess-of-535;860-——-or——any
part-theresfy—11th

{a) $0 to S$4,500 of net taxable income, 4% of net

taxable income;

(b) owver 54,500 to $12,000 of net taxable income, $180

plus 6% of net taxable income over $4,500; and

(c) over $12,000 of net taxable income, $630 plus 8% of

net taxable income over $12,000.

(2} There is to be levied, collected, and paid for each

taxable vyear commencing on or after December 31, 1990, upon

the net taxable income of every taxpayer filing a return and

using the married filing separately status a tax on the

following brackets of net taxable income, as adjusted under

subsection (3), at the following rates:

{a) S0 to $2,250, 4% of net taxable income;

(b) over $6,000 of net taxable income, $90 plus 5% of

net taxable income over $2,250; and

(c)] over §6,000 of net taxable, $315 plus 8% of net

taxable income over $6,000.

+2¥(3) By November 1 of each year, the department shall
multiply the bracket amount contained in aubsection

subsections (1) and (2) by the inflation facteor for that
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taxable year and round the cumulative brackets to the
nearest $100. The resulting adjusted brackets are effective
for that taxable year and shall be used as the basis for

imposition of the tax in sabseetien subsections (1) and (2}

of this section.”

Section 7. Section 15-30-105, MCA, is amended to read:

"15-30-105. Tax on nonresident -- alternative tax based
on gross sales. (1) A like tax is imposed upon every person
not resident of this state, which tax shall be levied,
collected, and paid annually at the rates specified in
15-30-103 with respect to his entire net income as herein
defined from all property owned and from every business,
trade, profession, or occupation carried on in this state.

{2) Pursuant to the provisions of Article III, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable year does not exceed $100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume o0f gross
sales made in Montana during the taxable year. Sueh The tax
shall be in lieu of the tax taxes imposed under 15-30-103 or
[section B]. The gross volume of sales made in Montana

during the taxable year shall be determined according to the
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provisions of Article 1V, secticns 16 and 17, of the
Multistate Tax Compact.”

NEW SECTION. Section B. Montana alternative minimum
tax. (1) A minimum tax must be levied, collected, and paid
for each taxable year commencing on or after December 31,
1990, wupon the income of every taxpayer subject to the
provisions of this chapter.

{2) A person who is a resident of Montana shall file a
Montana alternative minimum tax return if he:

{a) is required by sections 55 through 59, Internal
Revenue Code, to file a federal alternative minimum tax
recurfl; or

(b) has received interest from obligations of another
state or political subdivision thereof that are exempt from
taxation pursuant to section 103(a) of the Internal Revenue
Code and the amount of interest exceeds:

(i} $40,000, if married filing jointly:

{ii) $30,000, if single or head cf household; or

{1ii) 820,000, if married filing separately.

{3) A person who is a nonresident or who is a part-year
resident of Montana shall file a Montana alternative minimum
tax return if he has one or more tax preference items as
described in section 57 of the Internal Revenue Code that
are attributable to income derived from sources in this

state and that income exceeds:
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(a) $40,000, if married filing jointly;

{by $30,000, if single or head of household:;

(cy $20,000, if married Eiling separately.

(4) For a resident, the taxpayer's federal alternative
minimum taxable income must be increased by the amount of
interest received from obligations of another state or
political subdivision therecf, which sum must be reduced by
the following:

{a) all interest received from obligations of the
United States government;

(b) all railroad retirement benefits; and

{(c) all income earned by an enrolled member of a
federally recognized Indian tribe while living and working
on a federally established Indian reservation.

{5}y (a) For a nonresident or part-year resident, the
taxpayei's federal alternative minimum taxable income must
be prorated to determine his Montana alternative minimum
taxable income. The prorated income is arrived at by
dividing the Montana adiusted gross income determined
pursuant to 15-30-131 or [section 11} by the federal
adjusted gross income and multiplying this percentage by the
taxpayer's federal alternative minimum taxable income.

{b} The taxpayer's prorated Montana alternative minimum
taxable income 1s then adjusted to include the interest

received from obligations of another state or a political

_18_
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subdivision thereof if the interest 1is used in a trade,
occupation, or business carried on in this state.

{c} The taxpayer's prorated Montana alterpnative minimum
taxable income must then be reduced by:

(i} all Jinterest received from obligations of the
United States government;

(ii) all railrcad retirement benefits; and

{iii) all income earned by an enrolled member of a
federally recognized Indian tribe while living and working
on a federally established Indian reservation.

(d) For residents, nonresidents, and part—-year
residents, the rates provided for in 15-30-103 must be
applied to the Mpntana alternative minimum taxable income.
The taxpayer shall pay the greater amount of the Montana
alternative minimum tax or the tax provided for in:

(i) 15=-30-111, if a resident;

{ii} 15-30-131, if a nonresident; or

(iii) [section 11], if a part-year resident.

(6) Each taxpayer shall furnish with his Montana
alternative minimum tax return a copy of his federal

alternative minimum tax return.
Section 9. Section 15-30-111, MCA, is amended to read:

"15-30-111. Adjnsted--gross Montana net taxable income

for residents. (1) Adjusted-gress Montana net taxable income

shall be the taxpayer's federal ineome--tan--adjusted--groas
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taxable income as defined in sectiton-62-of the Internal
Revenue Code of-1954-or-as-that-section-may--be—-iabeited--or
amended and in addition shall include the following:

{a} all interest received on obligations of another
state or territory-or--countyr—--mantecipatity;--distrietsy or
other political subdivision thereof; and

(o} all refunds received of federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liabilitys;

tey--that-——pertion——af-—a~-shareholideris--income——under
subchapter-St-of-Ehapter-i-of-the-Internai-Revenue--Sode——-of
$9547-that-has-been-reduced-by-any-federai-taxes-patd-by—the
subchapter-S--corporation-sn—the-ineamer-and

{tdy-—depreciatien-or-ameretiration-taken-on-a-titie-piant
as-defined-in-33-25-1085¢15%.

{2) Notwithstanding the provisions of the €fedeara}
Internal Revenue Code eof-—19547--as--iabeied--or--amendeds

adjusted-—-groaas, Montana net taxable income does not include

the following, which are exempt from taxation under this
chapter:

fa) all interest income from obligations of the United
States governmenty——--the---atate-—-of-——Mentanay;——-countys
munieipatityr--distriekr-——or--other——potiticat-——anbdiviaion
thereof;

tkY--tntereat--income--earned--by--a--taxpayer-ege-65-or
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otder-in-a-taxabte-year-up--to——and--ineiuding--5600--for--a
taxpayer-—-fiting-a-separate-return-and-$1;600-for-each-joint
returny
tey-—atlt-benefitsr-nok-in-excess-of-537600;-recetveds
tty--under-the-FPederat-Empioyeesl-Retirement-Acts
ttt}-under-the-public--empioyee--retirement-—tawa--of--a
state-other-than-Mentanas;—-or
tttty—as--an--annuityr--pension;--or-endowment-under-any
private-or-corporate—retirement-pian-er—systems;
tdy—ati-benefits-paid-under—~—the--teachersi-—-recirement
taw-which-are-specified-as—exempt-from-taxation-by-19-4-786+
tey——ati--penefies-—paid--under--Fhe--Pubtie——Empioyeest
Retirement——System—-—Act—-which--are-specified-as-exempe-£rom
eaxation-by-39-3-385+
tfy--ati--benefits—-patd--under---the~---highway---patroi
retirement--taw—-which—-are-specified-ns-exempt-from-taxation
by-19-6-385¢
tg9r-—ati-Montana-inecome~tax—-refunds-er-credits-thereofs
thyi-~ati-benefita-patd-under-19-1+-662;--+9-11-6847--and
19-331-685-——to--retired——and--disabited-~-firefighterss——their
Surviving-spouses-and-orphans-or-speeified--as--exempt-—£from
taxation-by-19-13-10883+
tiy--ati---benefits-~-patd--under——the--municipat--poitiece
officerast-retirement-system—that-—are--specified--ga--exempt

fram—taxatton-by-19-95-1005+
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t3}——gmin-—-required--to-—be--recognized-by-a-tiquidacing
carporation-under—315-31-+13+ytartiers
tk¥-—ati-tips-covered-by—section-3462¢tky—of-the-internal
Revenue-€oade-of-13547;-as—amended-and-appiicable-—on--January
¥5--15837-~reecetved-by-persens-fer-asrvices—rendered-by—them
to-patrons-of-premises-ticensed-to-provide--foodr--beverages
er-todgings
t3--axi--—-benefres---recerved---under-~-the---workerst
compenaation—laws;
tmy--ali-heatth-insurance-preminms-paid-by--an——empioyer
for--an--empioyee-—if--attributed-—-as-income-to-the-empiovyee
urnder-£federat—iaws
tny-—ati-benefita—-paid--under--an—-optionat--recirement
program—--that--are--specified—-as-—-exempe-—-from—-taxetion-by
19-23-232+-and
toy--ati—-meney--received--beeause——-—-of-—-a---seteiement
agreemene--or—-judgment-—in-—-a--tawsuit-—brought--againat--n
manufaeturer—-or--distributor--of-tagent-orangei-for-damages
resuiting-from-expesure-te—tagent-orangel:
t3y——In-the-case-of-a-sharehotder-cf-a-corporatton--with
respect--to-which-the-election-provided-for-under-subchapter
St-of-the—internai-Revenue-Code-c£-19547-as-amended;-—ta3——in
effece--but--with-respect-te-which-the-election-provided-for
under-t5-3t-282;-as-amended;-—-it3-—not-—in--effeer;--adiusced

gross—-income-does-not-include-any-pare-of-the-corporationts
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undistributed-taxabte-tncomer—nee——operating-—tess;—-capital
gains--or--other--gatna;--profitesy--er—-icsses-required-to-be
inctuded—-in—the-sharehelderis-federal—-income--tax——adjusted
gross—-inceme--by-reason-of-the-etection-under-subchapter-5=
Howevery--the--sharehotderis--adjusted-—-groas--income--shait
tnclude—actual—-distributions—£from-—the-—corporation-—to——the
extent-—-thay--wouid--ba--treated-as-taxabte-dividends-:£-the
subehaprer-S5--atection-ware-—not-in-effects
{4y--A-sharehotder-of-a-BEISE-that——is——exempe——£rom-—the
corporatien--ticense-tax-under-15-31-102t+13{ty-shati-inctude
tn~his-adjusted-gross-income—the-earnings-and-profita-of—the
DISE-in-the—same-manner—aa-provided-by-federai-taw--tsection
995;--intarnai—-Revanue--Codey-for-ati-perieda-for-whieh-the
BiSFE-etection-in-effectiver
+54~-A-taxpayer-whor--in--determining--federat--adjusted
grosav-inceme7——has—‘reduced——his——business~deductions—by“an
amount-for-wages-and-sataries—for-which-a-federat-tax-credit
was-etected-under-section-448-0f-the-Internal--Revenue--gode
of--1954--ar--as--that--section-may-be-tabeted-or-amended-ts
atiowed-to-deduct-the—amount-of-the-wages-and-satariesa—-paid
regardiess--of--the-eredit-taken:-Fhe-deduction-must-be-made
in-the-year-the-wages—and-sataries-were-uapd-to-compute--the
credit--—in-~the--case--of-—a--partnership-or-smaii-busineas
corporationy—the-deduction-must-be--made——to--determine—-the

ameunt--of-—income--or--to3s-~-of--the--partnership—-or-smati
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business-corparations
t+63——Married-taxpayers-filing-a-joint-federat-return—-whe
nast—incivde-pare—of-thetr—socctal-security-benefits-or--part
of-—thetr——tier——-i-—rativread--retirement-benefita-in-federal
adjusted-gross—income-may-spitit-che--federat—-base--used--in
catcnintion--of--federal-taxabie-sociat-security-benefits-or
federai-tarablie-tier—i--ratirond--retirement-——-benefitas--when
they--file--separate-Montana—income-tax—recurnss-FThe-federat
base-meat-be-spiit-equatiy-on-the-Montana-return~
t73——A-taxpayer—receiving-retirement-disabiltity-benefits
who-has-not-attained-age-65-by-the-end-of-the--taxabie--year
and--who-has-retired-as-permanentiy-and-totatty-disabited-may
excinde-from-adjusted-gross—-income-—up--to--5i00--per--week
recetved-—as-wages-or-paymenes-in-tien-cf-wages-for-a—period
durtng-which-the-employee-is-gbsent-from—-work--due-~te~-the
drsabtlityr-——ff--the--adijusted--groas--income--before-—this
exetusion-and-before-appltication-of-the —two-earnar—-—married
eoupte~-deduction——-exceeds--51578805-—the-execras—reduces-the
exclusion-by-an-equai-ameunt--Fhis--iimitation--affects-—the
ameunt-—-of-exclusieny;-but-net-the-raxpayeris-etigibitity-for
the-exciuatonc—if-eligibter-married-individuais-shati--appiy
the--exclusion--separatelyr--but--the—-timttation-for-income
exceeding-51+57;000-ta-determined-with-respect-to—the-—aspouses
en-~their-combined-adinsted-gross-—incomer~FPar-the-purpose—of

this-subsectiony--permanentiy-——and--totatty--disabied--means
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utnabie--to—-engage--in--any--substantial-gatnfui-activity-by
reason--of-—any--medteatiy--detarmined--physicat--or--mentati
impairment-iasting-or-expected-co—tast-at-iteast-izZ-menthas

t8y-~A-——person---recetving---bhenefitas---described-—-—-in
subsectiona-{2}tdy-ehrough—{24¢E¥7 {29 thy7—or- {23ttt y-may-—not
excivde——-hangfita—-~described——-in--subsection--t24tey—-frem
adjuaced-gross-ineome-uniess——tehe--benefitn-—received--under
subsections-—¢t2ytdy——throegh——{23¢tE3r——{t2¥thyT-or—-{t23tty-are
teas-than-5376807-in——~whtch-—case--the--persen—-may--combine
benefits—-to——-epetude-——up-to-a-torar-af-537688-from-adjusted
gross—-incomeT

{b) all railroad retirement benefits; and

{c} all income earned by an enrolled member of a

federally recognized Indian tribe while living and working

on a federally established Indian reservation.

(3) A taxpaver who elects to itemize his deductions

from income on his federal return for tax year 1591 and who

is reguired to pay additional federal tax due in 1591 for

the 1990 tax vyear may deduct the federal tax paid in 1991

from his Montana net income. tSubsection——+{t2¥tk)-—terminates

en—eecurrence—af-conttngency—-seer—37-Ehs-6347-bH:-1903<-3"
Section 10. section 15-30-131, MCA, is amended to read:

"15-30-131. MNenresident--—-and—-—-kemporary----reaident

caxpayers——--adjusted-gross-income-—--deductionas Montana net

taxable income for nonresidents. (1) In--the--case-of-a
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taxpayer-other-than-a-resident-of-this--statey Montana net

taxable income for nonresidents is derived from adjusted

gross income from sources within and outside of the state,

determined as follcws:

(a) Montana adjusted gross income includes the entire
amount of federal adjusted gross income from sources within
this state, but sha:t* does not include income Efrom
annuities, interest on bank deposits, interest on bonds,
notes, or other interest-bearing obligations, or dividends
an stock of corporations except to the extent to which the
same--shati--be they are a part of income from any business,
trade, profession, or cccupation carried on in this state.
Interest income from installment sales of real or tangible
comnercial or business property located in Montana must be
included in adjusted gross income. Adjusted-gress-income
from--sources--within--and--without-——this—-state--shati-——pa
uiiocabed--and——apportioned~—under——ru}es——prc:cribed—by—the
departments

t2¥——En-the-case-—of-a-taxpayer-other—than-a-reaidenkt——of
this--staec-—vho—ia*a—residene-oi—a—stnte—that—imposes—a—tax
on—bhe—income—of—naturak—per:ons-residing—vithin—that—stateT
the--deduet&cns—-aiiowed——in-—computinq———net———inccme*——are
restriccedv—tc——those~directiy-ccnneeted—with—the—prodnetion

ef-Mantana-incomes

fa7—-in—the—ease—of—a—taxpﬂyer—other—than—a—resident-—cf
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this-state-who-ia-a-residenkt-of-a-state-that-does-net-impose
a——tax-on-the—ineome-of-naturai-persona-residing-within-that
state;-the—dedunctions-aliowed-tn-computing——net——insome--are
reatricted--to-the-greater-of-those-directiy-retating-to-the
preduction-cf-Montana-itnceme-or-a-prorated-ameunt-—of-~those
attewed-——under---15-38-21+-——-For-—-the—-purposes--of--this
suhssction;-deductiona-attowed-under-15-38-121-appiy-onty-teo
earned-income—and-must—be-prorated-according——teo--the--ratio
that——the-—taxpayeris——Mentana——earned—-income--bears-to-his
fedarat-earned-ineomes
+4}-~A--temporary--resident--shail--be---atiewed---those
deducktions-and-the-eredit-under-15-32-189-atiowed-a-restdent
te-—the——-extent-that-snch-deduetions-or-credit-were-actuatly
imeurred-or-expended-in-the--state-—of--Mentana--during--the
course-of-his-residencys
t5§--Por~—the--purpases-af-thia-section;-“earned-tneomel
shati-kbe-defined-as-the-same-term—ia—defined-in--sectron-—43
cf-—-the——-internat--Revenue——Eode;~--or—--as-—that--section-nay
subsequentiy-be-amendeds
fG}--Hotwithstanding—the-provisiens—of~-subsectiens—-f£}
and-—+3}7—~any—contrihuticn—made—afteE—Becembet-aiy-iSBET-bo
the-state-of-Mantana——er——a—-potiticat--subdivision--thereof
shati-be-an-atiewabie-deduction-in-computing-net-incomes—-The
dednetisn-is-subject—to-the-timitations-sat-forth-tn-sectran

+78~—of-—the——-internal--Ravenue--Code-of-1954; —ra-tabeted-er
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amended-=

{b] To determine his Montana net taxable income, a

nonresident may deduct from his Montana adjusted gross

income only the following items:

(i) a prorated part of the federal exemption provided

for in section 151 of the Internal Revenue Code:

(ii) a prorated part of the taxpayer's federally allowed

home mortgage interest:

(iii) a prorated part of the taxpaver's federally

allowed medical expenses;

{iv) all sums donated to:

{A}) an organization that 1s qualified under section

501(c)(3) of the Internal Revenue Code to receive tax-exempt

contributions and that conducts its principal activity in

this state; or

(B) the state of Montana or a political subdivision or

agency thereof;

(v) all railroad retirement benefits;

(vi) all interest received from United States government

obligations;:; and

(vii) all income earned by an enrolled member of a

federally recognized Indian tribe while living and working

on a federally established Indian reservaticn.

(c) &8 prorated part referred to in_ subsections

(l}¢(b){i}) through (l)(b}(iii) is determined by multiplying
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the ratio of Montana adjusted gross income to federal

adiusted gross income by the federally allowed deductions

specified in subsections (1)(b){i) through (1)(b)(iii}.

{(d) The department may adopt tules for allocating and

apportioning adjusted gross income from sources within and

outside of this state.

t#¥(2) For purposes of this section, "installment
sales"” means sales in which the buyer agrees to pay the
seller in one or more deferred installments.

{3] The nonresident's Montana net taxable income is

subject to the rates provided in 15-30-103."

NEW SECTION. Section 11. Montana net tLtaxable income
for part-year residents. {1} To determine Montana net
taxable income, a part-year resident may deduct Erom his
Montana adjusted gross income a prorated part of his federal
standard deduction or a prorated part of the itemized
deductions allowed by the Internal Revenue Code. The
deduction allowed in this section must be the same as taken
by the taxpayer on his federal return £for the year. The
prorated part is determined by multiplying the ratio of
Montana adjusted gross income to federal adjusted gross
income by the standard deductions or itemized deductions.

(2) For putposes of this secticn, Montana adjusted
gross income is determined as follows:

{a) Montama adjusted gross income includes federal
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adjusted gross income from all scurces received during the
period of residency and all interest income from installment
sales of real or tangible commercial or business property
located in Montara, less the fcllowing:

{i) all interest received £from obligations of the
United States government;

{ii) all railroad retirement income; and

(iii) all income earned by an enrolled member of a
federally recognized Indian tribe while living and working
cn a federally established Indian reservation.

{(b) Montana adjusted gross income does nct include the
following wunless it is a part of income from a business,
trade, profession, or occupation carried on in this state:

{i) income from annuities;

(ii) interest on bank deposits;

(iii) interest on bonds, notes, or other
interest-bearing obligations; or

{iv) dividends on stock of corporations.

{3} The part—year resident's Montana net taxable income
is subject to the rates provided in 15-30-103.

Section 12. Section 15-30-132, MCA, is amended to read:

"15-30-132. Change from-nenrestdent~to—resident-or-vice

versa of residency status. If-a-taxpayer-changes-his-scatus

from-that-af-resident-to-thav-of-nonrestdent-or-from-that-of

nenrestdenc-to-that-of-resrdenec-during-the-taxabite-yeary——he
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ahati-fite-a-return-covering-the—-£fraction-of-the-year-during
which——-he--was--a--resitdent-——Phe-—exemptions—--provided-—in
15-38-112--shati--be--prorated--en--the—-ratio--the--Montane
adjnated--gross——ineome-—-bears--to——faderat--adjuskted--gross
tnesmer A Montana cltizen moving out of the state,
abandoning his residence in the state, and establishing a
residence elsewhere must file a return eon--the--fractionail
basis. If he obtains employment outside the state without
abandoning his Montana residence, then income from such
employment is taxable in Montana."

Section 13. Section 15-30-135, MCA, is amended tc read:

"15-30-135. Tax on beneficiaries or fiduciaries of
estates or trusts. (1) A tax shall be imposed upon either
the [iduciaries or the beneficiaries of estates and trusts
as hereinafter provided, except to the extent such estates
and trusts shati-be are held for educational, charitable, or
religious purposes, which tax shall be levied, collected,
and paid annually with respect to the income &f estates or
of any kind of property held in trust, including:

(a) income received by estates of deceased persons

during the period of administration or settlement of the

estate;
(b} income accumulated in trust for the benefit of
unborn or wunascertained persons or persons with contingent

interests;
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(c) 1income held for future distribution under the terms
of the will or trust; and

{d} income which 1is to be digtributed to the
beneficiaries pericdically, whether or not at regular
intervals, and the income collected by a guardian of a
minor, to be held or distributed as the court may direct.

(2) The fiduciary shall be responsible for making the
return of income for the estate or trust for which he acts,
whether the fiduciary or the beneficiaries are taxable with
reference to the income of such estate or trust. In cases
under subsections (a) and (d) of subsection (1), the
Fiduciary shall include in the return a statement of each
beneficiary's distributive share of net income, whether or
not distributed before the close of the taxable year for
which the return is made.

(3) In cases under subsections (a), (b), and (c) of
subsection (1), the tax shall be imposed upon the fiduciary
of the estate or trust with respect to the Montana net
income of the estate or trust and shall be paid by the
fiduciary. If the taxpayer's net income for the= taxable year
of the estate or trust is computed uypon the basis of a
period different £from that upon the basis of which the net
income of the estate or trust is computed, then his
distribucvive share of the net income of the estate or trust

for any accounting period of such estate or trust ending
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within the fiscal or calendar year shall be computed upon
the basis on which such beneficiary's net income is
computed. In such cases, a beneficiary not a resident shall
be taxable with respect to his income derived through such
estate or trust only to the extent provided in 15-30-131 for
individuals other than residents.

{4) The fiduciary of a trust created by an employer as
a part of a stock bonus, pension, or preofit-sharing plan for
the exclusive benefit of some or all of his employees, to
which contributions are made by such employer or employees,
or both, for the purpese of distributing to such employees
the earnings and principal of the fund accumulated by the
trust in accordance with such plan, shall not be taxable
under this section, but any amount contributed to such fund
by the employer and all earnings of such fund shall be
included in computing the income of the distributee in the
year in which distributed or made available to him.

{(5) Where any part of the income of a trust other than
a testamentary trust is or may be applied to the payment of
premiums upon policies of insurance on the life of the
grantor {except policies of insurance 1irrevocably payable
for the purposes and in the manner specified relating to the
so~called “charitable contribution"” deduction) or to the
payment of premiums upon policies of 1life insurance under

which the grantor is the beneficiary, such part of the
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income of the trust shall be ipncluded in computing the net

income of the grantor."

Section 14, section 15-30-136, MCA, is amended to read:
"195-30-136. Computation of income of estates or trusts
-- exemption deductions. (1) Execept-as-otherwise-provided-im
this-ehapeer;-Llgress-incomel-af-astates-or-trusts-—means--axi
itncome—-from~-whatevesr--senrea--derived-in-the-caxablte-yeary
trciuding-bue-net-iimivred-co-the-foitewing-itemss
tay--dividendss
{by-~itnterest-received-or--acetruedy-—itacinding—-interear
recetved--on--obiigations-of-another-state-or-terrrtory-or-a
countyr--—-muntcipatrey;---diseriet;-—-or---other—---peiiticat
aubdivisteon-thereofs;-—but--excinding--interest--income--from
obitgations-of<
tiy--the--Bnited--States--gqovernment--or——the-—state-——of
Montanas+
tity~a-schoeot-~diatrictr-or
tiitr-a---counkyr-—--munieipatity;———district;——or-—-other
potitieat-subdivision-of-the-states
tey——itneome-frem-partnerships-and-other-fiducrariess
tdy--gress-rents-and-reyaities;
tet-—-gaitn-from-satre-or-exchange-of--propertyy--tnctuding
these-~-garma-that-are-exctuded-from—gross—income—-for-federa:
fiduesary-tnecome-tax—-purposes--by--section-—64ited-—-of~--the

imneernat-Revenne-€ode-o€-19547-as—amendeds
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t£y-—groas-profit-from-trade-or-businesss-and
tg}--—refunds--rrcoverad--on--federat--income-taxr-to—the
extent—the-deduceion-of-spch-ear-resnired-in-a-reduction——of
Mentana-ineome-tax—tiabititys
+2y-~in--computing--net—-itncomey--there--nre--atiowed-an
deductionss
tay-—interest--expenses--deductibie--for---federat-——tax
pHEposea-—-according--to--aection-i63-of-the-Internai-Revenue
Eede-cf-19547-as-amendeds
thi—-raxes-paid-er-~acerned--within-—-the—-taxabite--years
tmeinding-—-but--nee—-timited--to—-federat--income-—taxv--but
exciuding-Montana-income-taxs;
tcy--that---fiduciaryls—--portion---of--depreciatisn-—-or
depletton—-which--is-—deductibie—-for-—federat--tax--purposes
according--to-~sectiona--16¥7--6117;--and-642-cf-the-internat
Revenue-ode-ocf-19547-aa-amendeds
tdy-—charitabie-contribntions-that-—are--deductibie--for
federat--tax~--purpesss--according--to—-section-642tci-of-the
internat-Revenne—€ode—of-1954;-as-amended;
tey-—administrative-expenses-ctaimed-for-federat--income
tax--purpeses;--according--to-sections-2t2-and-o42tgt-of-the
internat-Revenge-code-of-19547-as-amended;-tf-such--expenses
were——not--ctaimed--as--a--deduction-in-the-determination-of
Moantana—itmnherttance—tax+

tf3-~-toases—-from——fire;-—atormy;-—ahipwreckr--or---other
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casuatty-or-from-theft7-to-the-extent-not-compensated-for-by
insuranee--sr-stherwise;-that-are-deductible-for-federat-tax
purpeses-acesrding-to-seetion-165-0f-—the——-Internat--Revenue
Eode-of-19547-as-amendeds
f37--net--ocperating--toss-deductions-aitowed-for-£federal
income-tax-under—asection—-642{d}-of-the-Internai-Revenne-code
cof-1954;-as—amended;-except-estates--may——not--ciaim--itesses
that-are-deduceibie-an-the-decadentts—finat-rerurny
th¥—-ati-benefitsr-not-tn-exceas-of-537608857-recaiveds:
tit--as-federat-empioyeesi-retirements
titrt-as-—retirement——-from-—pubiic——empioyment-in-a-state
othar—than-Mentarar-o¢
tiity-as-an-anmuityr-pensions-or-endowment-under-private
or-carporate—retirement-—piana-or-aystems;
ti¥——aiti--benefies--paid--under--the--Mantana-—-teacherat
retitrement-system-that-are-specified-as-exempe-from-taxatien
by-13-4-7867
t5}—-ati--bencfits--paid—-under-——the---Mentana---Pubtic
Empiloyeesl--Retirement—-System--Act—-that--are--specified-aas
exempt-from—-taxation-by-19-3-1685;
tk¥--Ati-benefits-paid-under-ehe-Montana-highway--patroi
efficeral--rerirament-—aystem——that--are-apecified-as-exempe
Erom-taxation-by-19-6-705+
ti¥~-Mentana-tnceme-tax-refunds-eor-credira-rhereof;

tmi-—ati-benefitapaitd-under-19-11-6827--19-1r1-604v--and

-36-
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35-31-685-ro-retired-and-disabled-firemen-or-thetr-surviving
speuaes-or-chiidrens
tn¥--atx---benefits—-paid--under—-the--muniteipat--potice
cfficerat-retirement-system—that—-are--specified--as--exempt
from-taxation-by-15-9-1085-
t33--in--the—-case-of-a-sharehotder-af-a-corporation—with
reapect-to-which—-the-atectiton-provided-for-under——subehapter
§r--af--the-fnternalt-Revenue-code-of-19547-as—amendedry-ia—in
effeet-but-with-respect-teo-which-the-etection--provided--for
dunder——15-33-282--its-——-net--in--effact;-net--income—does-not
tneciude-any-part—of-the-corpoarationts-undistributed——tanable
imeome;--net--operating--loss;-capital-gains-or-other-gainsy
prefits;--sr--ltesses--required-—to—-be---inetuded---in—---the
sharehotderias-federat-income-tar-net—income-by-reason-of-the
etecktion--under-schchapter-Sc-Howevery-the-sharshoidertis-net
ineome——-shalti———inetude——-actuat—--distribution—--from-—-the
corparation-—to-—the--extent--it-wouid-be-treated-as—taxabie
dividends-if-the-subehapter—Sr-etection-wera—not-in——effectr

The Montana taxable income of an estate or trust is its

federal taxable income as provided by the 1Internal Revenue

Code, including interest received on obligations of another

state or a political subdivision thereof, reduced by

interest received from obligations of the United States

government.
t43(2) The-Eei}cw%ng—additionai‘deductiohs—shuii——be A

-317 =
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deduction is allowed in deriving taxable income of estates
and trustse
ta¥--any for the amount of income Eor the taxable year
currently reguired to be distributed to beneficiaries for
such yeary{.
tb}-—any-other-amounts~-property--paid--or-—-crediced--or
requitred-to-be-discributed-for-the-taxabie-years
te}--the-~amount——of——68%--of-—the--excesas--af——che-—net
tong-term--capitat-gain-ever-the-net—-short-term-capitat-toss
for—the-taxabie-year:
{5y——Fhe-exemption-atltowed-for--estates--—and--trusts——ts
that-exempeien-provided-tn-15-39-312¢t23tat-and-15-39-112¢8>
t6¥--A-—-trust-~—or-——estake~—exetuding--benefits--under
subsections—{2}{tii-through-t23thyr—t23tMis—or-{23 fny-may-not
exciude-benefita—described-in--subseceion——t23thi--from--net
income-untess-the-benefitas-received-under-subaections— {23ty
through-—€2¥tkyz——~t23tmiv-or—{23rinr-are-tess-than—-53;6007-in
which—case-the-trust--or--eatate--may—-combine—-benefits——+to
exciude-up-to-a-totat-of-$37600-from-nat—income:"
Saction 15. Section 15-30-141, MCA, is amended to read:
“15-30~141. Tax as personal debt. Every tax imposed by
this chapter and all increases, interest, and penalties
thereon shaii--be are, from the time they are due and
payable, a personal debt from the person or fiduciary liable

to pay the same tc the state. Taxpayers filing a joint
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return are jointly and severally liable for the tax and any

interest and penalty unless the department of revenue

determines, based on the criteria in section 6013{e) of the

Internal Revenue Code, that a spouse is relieved of

liability,"
Section 16. Section 15-30-142, MCA, is amended to read:

"15-30-142. Returns Filing of returns and payment of

tax ---penaley-and-ineerest-~——refunds———-credies. (1} Every
singte individual and-every-married-individuait-noe-fiting-a
jeint-return-with-nis—or--her--sponae--and--having--a--gress
ineome-for-the-taxable-year-ef-more—than-5t;80687-as-adjusted
under-——the---provisions——of--subseection——{t747-—and--married
individuats—--not--£fiting-—-separate—-returns-—and--having—--a
combined--gross-—inecome——for--the-—taxable-year-of-more—than
5278087-as—adjusted-under-the-provisions-of--subsection--{7¥

subject to a tax pursuant to this chapter who is required by

section 6012 of the Internal Revenue Code to file a federal

income tax return or who receives income in excess of $5,000

from obligations of another state or a political subdivision

thereofy-shati-be is liable for a return to be filed on such
Forms and according to such rules as the department may
prescribe. Phe--gross--inceme-—ameunts--referred-—to—in-the
preceding-sentence-ahati-be-inereased-by-5888y——as--adjusted
under—-the-—provisionas--o0f--15-38-112¢+F+--and--¢B8}7-for-each

additionai-perssnat--exempeion-—atiowance--the-—taxpayer——ia

_39_.
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entieted-——-eo-——ctaim—-for--himserf--and--his--spouse——under
15-36~112¢3)-and-t4y--A-nonrestdent--shatir—-be-~required-—to
fite—-a--return——if--his-—-gross--income-for-the-taxablte-year
derived-froem-seurees-within-Montana-exceeds--the--amount-—of
the——exemption-deduection-he-is-entitted-to-ctaim-for-himself
and-his-spouse-under—the-provistons——of--15-38-112¢2¥7—-t3}+7
and-{4y7-as-prorated-according-to—-15-30-112+64<

(2) ¥n-—-accordance—--with--instructicns-set-forth~by-the
department;-every-taxpayer-who-is-married--and--tiving—-with
husband-or-wife-and-ia-required-to-Fite-a-return-mays-at-his
or-her-optiony-£fite-a-jotnt-return-with-husband-er-wife-even
though--one—-of--the-—spouses——has-—netther—gross-income-nor
deductionnz—-If-a-joint-recurn-in--made;-—the--tax--shaii—-be
computed--on--the-aggregate—taxabie-income-and-the-tiabitity
with-respect-ee-the-tax-shati-be-joint——and--severat-—-If--a
joint-—-reeurn-has-peen-£fited-for-a-tarabie-yeary-the-spousen
may-not-fite-separate-returns-after—the-time-for-£iting-—-the
return--of-—either--has--expired--unieas--the--department-soc

consenta Every person who is required to file a return under

subsection (1) shall use the same filing status to File his

state return as used to file his federal return.

(3) If any such taxpayer 1is wunable to make his own
return, the return shall be made by a duly authorized agent
or by a guardian or other person charged with the care of

the person or property of such taxpayer.

—-30-
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{(4) All taxpayers, including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amount of income tax payable and shall, at the
time of filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reascon of an estimated tax return
provided for in 15~30-24ly-provided;-however; if the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than 81 the amount of income tax as
computed, the taxpayer shaii-be is entitled to a refund of
the excess.

{S) As soon as practicable after the return 1is filed,
the department shall examine and verify the tax.

(6) If the amount of tax as verified is greater than
the amount theretofore paid, the excess shall be paid by the
taxpayer to the department within 60 days after notice of
the amount of the tax as computed, with interest added at

the rate of 9%-per-annum 3/4 of 1% per month or fraction

thereof on the additional tax. In such case there shall be
no penalty because of such understatement, provided the
deficiency is paid within 60 days after the first notice of

the amount is mailed to the taxpayer.
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+#4—-By—-November-i-cf-each-year;——-the--deparement--ashati
muttipty-—-the--minimum--amount—of-gross—incoéme-necesattating
the-£iting-of-a-return——by-~-the—-infiatron--factor—-for--the
taxabie--yearz-Phese-adjusted-amounts-are-effective-for-chate
taxabie-yeary-and-persona-naving-—-gross--incemes-—tess——than
these-adiusted-amounts—-are-not-required-to-£fite-a-return:

€81-—-Individuai-—itncome——tax-—-forma——discributed--hy-the
department-for-each-taxabie—year-must——contain-—-instructions
and-—tabies——based--en--che—adjustead-base-yrar-structure-for
that-taxabte-year:"

Section 17. Section 15-30-144, MCA, is amended to read:

"15-30-144. Time for filing —- extensions of time. (1)
Returns shall be made to the department on or before the
15th day of the 4th month following the c¢close of the
taxpayer's fiscal year, or 1f the return is made on the
basis of the calendar year, then the return shall be made on
or before the 15th day of April following the close of the
calendar year. Each return shall set forth such facts as the
department considers necessary for the proper enforcement of
this chapter. There shall be annexed to such return the
affidavit or affirmation of the persons making the return to
the effect that the statements contained therein are true.
Blank forms of return shall be furnished by the department
upon application, but failure to secure the form shall not

relieve any taxpayer of the obligation to make any return

—-42-
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required under this law. Every-taxpayer--tiabie-—fear--a-—kax
under—this—iaw-shai’ -pay-a—minimum-cax—of-$+

(2) An-automatic—-6-month-extenston-of-eime—-for—fiting-a
return——is——aitiowedy-provided-that-on~or-before-the-due-date
cf-the-returny-an-application-is—-made—-on--foerms——avaitabie
from--the—~-department——or-—in-writing-to-the-department: The

person making the return may obtain an automatic 2-month

extension of time for filing a return, subject to the

following:

fa) An application for extension must be filed before

the due date for filing the return, must be on a form

prescribed by the department, and must be accompanied by a

copy of the appliecant's federal income tax form 4868

submitted to the internal revenue service for the same tax

year and same extension of the return filing period.

{b) If the applicant is not required to make a_ federal

income tax return, he must indicate that fact on the

application for extension filed with the department.

{¢) An automatic extension of time to make the state

income tax return is not an extension of time tc pay the

income tax due. The applicant must calculate and remit with

the application the tax due, less withheld tax payments,

estimated tax payments, and tax credits for which the

applicant may be eligible.

(d} If the applicant underestimates his tax due by 10%

-43-

14
15
16
17
18
19
20
21
22
23
24

25

LC 0954/01

or more, he is 1liable for penalties and interest under

15-30-323 from the date the tax is due.

{3) The department shall gqrant an application for

extension of time for filing a return if the applicant

submits an application as set forth in subsection (2). The

department need not notify an applicant of its determination

unless it denies the application.

{(4) A person granted an automatic extension under

subsection (2) may be granted an additional extension, not

to exceed 4 months from the date for filing a return, if

upon further application the person shows good cause to

receive another extension. The filing of an appeal from a

denial of the application for another extension does not

stay the time for filing the return.”

Section 18. Section 15-30-146, MCA, is amended to read:

"15-30-146. Tolling of statute of limitations. The
running of the statute of 1limitations provided for wunder
15-30-145 shall be suspended during any period that the
federal statute of limitations for collection of federal
income tax has been suspended by written agreement migned by
the taxpayer or when the taxpayer has instituted an action
which has the effect of suspending the running of the
federal statute of limitations and for 1 additional year. If
the taxpayer fails to file a record of changes in federal

taxable income or an amended return as required by
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15-30-304, the statute of limitations shall not apply until
S years from the date the federal changes become final or
the amended federal return was filed. If the taxpayer omits
from gross income an amount properly includable therein
which is in excess of 25% of the amount of adijusted-groas

Mcntana net taxable income stated in the return, the statute

of limitations shall not apply for 2 additional years Erom
the time specified in 15-30-145."
Section 19. Section 15-30-162, MCA, is amended to read:
"15-30-162. Investment credit recapture. {i)-Phere-is
atiowed-as-a-credit-againse—-the-tax-imposed-by--15-30-103--a
percentage——of —~the-~credie--atiowed-with-respect-to-certain
depreciable--property-—-under--section--38-—-of--the-—internat
Revenue-Sode-of-19547-as-amendedr;—or-as-section——3I8--may——be
renumbered-—or—-amended: -However;-rehabiltitation-costs-as-set
forth-under—section—46tayt2ytPy-of-the-Internal-Revenue-code
ef-15547-ar—as-seceion-—46tayt23tf4——may--be--renumbered--or
amendedy—-are-—-not——to-be-inciuded-in-the-computation—of-the
investment-credits—Fhe-credit-is-atioved-—-for--ehe--purchase
and——inata}}ation——of—-certain—quaiiEied—preperty-deféhed—by
section-38-of-the-internat-Revenune-Eode-o0£-19547—as-amended;
if-the-property-meets-alti-of-the-following-—quatificationss
tar--i+e-was-placed-in-serviee—in-Montana;-and
thi——trt-was—-used-for-che-production-of-Montana--adjuated

qross—incomes
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t2¢--Fhe--amount--of--the-eredit-attoved-for—the-taxabie
year-is-S¥-of-the-amount-cf-credit-determined-under--seetion
4Gfa}f21~—of——the—internai*ﬁevenneweade—of—195i7—39wamendedr
er-as-section-46{a}{2}-may-be-renumbered-or-amended-

fa7—-Hotwithstanding—the-previsions—of--subseetion—-f!};
the—-investmene--credit—aiiowed~Ecr—thertaxabie—year—mny—not
exceed-the-taxpayer*s—tax—liabiiity—Eor—the—tnxuble—year~—or
$5887-whichever-is-tesax

t4)y——-tf--property-—-for--which--an-—inveatment——eredit-is
cinimed-is—used—both—insidenand—out:ide—this—stnteT—-eniy--a
portion——of*—the——credit——is——ailowed:——?he——credit—‘must-be
apportioned-according-tc-a—Eraction—the—numeratet—-af—-uhich
%s——the——number—of—days—during—the-taxable—year—the—pfoperty
was-tecated-in-Montana-and-the-denominacesr—-af—which——is——the
number--ef—-days--during-the—taxabievyeat—the—taxpayer»owned
the-propertyr—@he-investment—cred&t—may—be*app}ied——on}y——ta
thew-tax—-iiabiiity—ef—the—taxpayer—who—purchases-and—piaces
in-sefvéce—the—property-fet—uhich—an--investment—-credit——is
c}aimed7——?he——credie——may——not-be—a}ieeated—betveen—spouaes
uniesa—the—property“—is--used-—by-—a-—partnership—-or-—smaii
busineas-——carporaeion—-—oE———vhieh—-chey——are--partners—-or
sharehoiders+

€5y--Fhe An investment credit attowed-—by-—-this—-seetian

taken by the taxpayer pursuant to this chapter is subject to

recapture as provided for in section 47 of the Internal

~46-
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Revenue Code of-i9%54y-as—-amended;-or-as—-section--47--may--be
renumbered-or-amended. "

Section 20. section 15-30-303, MCA, is amended to read:

"15-30-303. Confidentiality of tax records. {l1) Except
in accordance with proper judicial order or as otherwise
ptovided by law, it is unlawful for the department or any
deputy, assistant, agent, cletk, or other officer or
employee to0 divulge or make known in any manner the amount
of income or any particulars set forth or disclosed in any
report or return reguired under this chapter or any other
information gecured in the administration of this chapter.
It is also unlawful to divulge or make known in any manner
any federal return or federal return information disclosed
on any return or report reqguired by rule of the department
or under this chapter,

{2}y The officers charged with the custody of such
reports and returns shall not be required to produce any of
them or evidence of amything contained in them in any action
or proceeding in amny <court, except 1in amy actien or
proceeding to which the department is a party under the
provisions of ‘this chapter or any other taxing act or on
behalf of any party to any action or proceedings under the
provisions of this chapter or such other act when the
reports or facts shown thereby are directly involved in such

action or proceedings, in either of which events the court
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may require the production of and may admit in evidence so
rmuch of said reports or of the facts shown thereby as are
pertinent to the action or proceedings and no more.

(3) Nothing herein sball be construed to prohibit:

(a) the delivery to a taxpayer or his duly authorized
representative of a certified copy of any return or report
filed in connection with his tax;

(b} the publication of statistics so classified as to
prevent the identification of particular reports or returns
and the items thereof; or

{c} the inspection by the attorney general or other
legal representative of the state of the report or return of
any taxpayer who shall bring action to set aside or review
the tax based thereon or against whom an action or
proceeding has been ianstituted in accordance with the
provisions of 15-30-311 and 15-30-322.

{4) Reports and returns shall be preserved for 3 years
and thereafter until the department orders them to be
destroyed.

(9) Any offense against subsections (1) through {(4) of
this section shall be punished by a fine not exceeding
$1,000 or by impriscmment in the county jail not exceeding 1
year, or both, at the discretion of the court, and if the
offender be an officer or employee of the state, he shall he

dismissed from office and be incapable of holding any public
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office in this state for a period of 1 year thereafter.

(6) Notwithstanding the provisions of this section, the
department may permit the commissioner of internal revenue
of the United States or the proper officer of any state
imposing a tax upon the incomes of individuals or the
authorized representative of either such cfficer to inspect
the return of income of any individual or may furnish to
such officer or his authorized representative an abstract of
the return of income of any individual or supply him with
information concerning any item of income contained in any
return or disclosed by the repcrt of any investigation of
the income or return of income of any individual, but such
permission shall be granted or such information furnished to
such officer or his representative only if the statutes of
the Onited States or of such other state, as the case may
be, grant substantially similar privileges to the proper
officer of this state charged with the administration of
this chapter.

(7) Further, notwithstanding any of the provisions of
this section, the department shall furnish:

{a) to———the--department——cfﬂ-justiee—vai}-—infarmation
necea:afy-te—-identify—-those——persen:-—quaiiéying-—fer——the
aéditionai-exemption—for—biindness—pursuant—to—i&—38—%i2f417
Eof--the~—parpcse——of--enabiing—the-department—of—ﬂu:tice—to

administer—the—provistons-of-61-5-1857
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b to the department of social and rehabilitation
services information acquired under 15-30-301, pertaining to
an applicant for public assistance, reasonably necessary for
the prevention and detection of public assistance fraud and
abuse, provided notice to the applicant has been given;

tey(b) to the department of fish, wildlife, and parks
specific information that is availahle from income tax
returns and required under 87-2-102 to establish the
residency requirements of an applicant for hunting and
fishing licenses; and

td+(c) to the board of regents information required
under 20-26-1111."

Section 21. Section 15-30-321, MCA, is amended to read:

"15-30-321. Penalties for violation of chapter. (1) If
any person, without purposely or knowingly viclating any
requirement 1imposed by this chapter, fails to file a return
of income on or before its due date {determined with regard
to an extension of time granted for filing the returnj),
there shall be imposed a penalty of 5% of any balance of tax
unpaid with respect to such return as of its due dater--but
tn--no--event-shali-the-penaity-far-fatiure-to-fite-a-return

by-tta-due-date—-be--tean——than-~-5%5 or $10, whichever 1isgs

greater. In addition, a penalty of 5% of any balance of tax

unpaid with respect to rhe return must be assessed for each

30-day period during which the tax remains unpaid following
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notification of delinguency, with a maximum 30% penalty. The

department may abate the penalty if the taxpaver establishes
that the failure to file on time was due to reascnable cause
and was not due to neglect on his part. If any person,
without purposely or knowingly wviolating any requirement
imposed by this chapter, fails to pay any tax on or before
its due date tdetermined-with-regaréd-teo-an-extenaion-of-time
granted--for-£fiiing-the-returny, there shall be added to the
tax a penalty of 18% 5% of said the taxy—but-not--iess—-than

§57--and--¢nterest. In addition, a penalty of 5% of the

delinguent tax must be assessed for each 30-day period

during which the tax remains unpaid following notification

of delinguency, with a maximum 30% penalty. Interest shall

accrue on the tax at the rate of 9%-per-annum 3/4 of 1% per
month for the entire period it remains unpaid. The
department may abate the penalty if the taxpayer establishes
that the failure to pay on time was due to reascnable cause
and was not due to neglect on his part.

(2) If any person fails, purposely or knowingly
violating any requirement imposed by this chapter, to make a
return of income or to pay a tax if one is due at the time
required by or under the provisions of this chapter, there
shall be added to the tax an additional amount equal to 25%
thereof, but such additional amount shall in no case be less

than 325, and interest at l% for each month or fraction of a
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month during which the tax remains unpaid.

(3) Any individual, corporation, or partnership or any
cofficer or employee of any corporation or member or employee
of any partnership who, with intent to evade any tax or any
requirement of this chapter or any lawful requirement of the
department thereunder, purposely or knowingly, fails to pay
the tax or to make, render, or sign any return or to supply
any information within the time required by or under the
provisions of this chapter or who, with 1like 1intent,
purposely or knowingly makes, renders, or signs any false or
fraudulent return or statement or supplies any false or
fraudulent information shall be liable to a penalty of not
more than $1,000, to be recovered by the attorney general in
the name of the state by action in any court of competent
jurisdiction, and shall also be quilty of a misdemeanor and
shall wupon conviction be fined not to exceed 51,000 or be
imprisoned not to exceed 1 year, or both, at the discretion
of the court.

(4} With respect to the imposition of a civil penalty,
evidence produced by the department to the effect that a tax
has not been paid, that a return has not been filed, or that
information has not been supplied as required under the
provisions of this chapter is prima facie evidence that the
tax has not been paid, the return has not been filed, or the

information has not been supplied.
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(5) The department may not assess any penalty until the

penalty equals $10 or more for any cone tax period or for the

period covered by a return or statement.'

Section 22. section 15-30-323, MCA, is amended to read:

"15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142{6) is not made within 60 days cr if
the understatement is due to negligence on the part of the
taxpayer but without fraud, there shall be added to the
amount of the deficiency 5% thereofs-provided;-howeverr-that
no-defiecitency-penatity-shati-be-tess-enan-52 of the tax. 1In

addition, a penalty of 5% of the delinguent tax must be

assessed for each 30-day period during which the tax remains

unpaid following notification of delinguency, with a maximum

36% penalty. Interest will be computed at the rate of 3%-per

annam 3/4 of 1% per month or fraction therecf on the

additional assessment. Except as otherwise expressly
provided in this subsection, the interest shall in all cases
be computed from the date the return and tax were originally
dJue as distinguished from the due date as it may have been
extended to the date of payment.

{2) IEf the ¢time for filing a return is extended, the
taxpayer shall pay in addition interest thereon at the rate
of 9% per annum from the time when the return was originally

required to be filed to the time of payment."

Section 23, section 15-31-131, MCA, is amended to read:
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"15-31-131. Credit £for dependent care assistance. (1)
There is a credit against the taxes otherwise due under this
chapter allowable to an employer for amounts paid or
incurred during the taxable year by the employer for
dependent care assistance actually provided to or on behalf
of an employee if the assistance 1is furnished by a
registered or licensed day-care provider and pursuant to a
program that meets the requirements of section 89(k) and
129{d){2) through (6) of the Internal Rewvenue Code.

(2} {a) The amount of the credit allowed under
subsection (1} is 1S5% of the amount paid or incurred by the
employer during the taxable year, but the c¢redit may not
exceed $1,250 of day-care assistance actually provided to or
on behalf of the employee.

{b) For the purposes of this subsection, marital status
must be determined under the rules af section 21{e)(3) and
{1) of the Internal Revenue Code.

(c} In the case of an onsite facility, the amount upon
which the credit allowed under subsection {1) is based, with
respect to any dependent, must be based upon utilizaticon and
the value of the services provided.

{3} An amcunt paid or incurred during the taxable yearc
af an employer in providing dependent care assistance to or
i behalf of  any emplovee dces not gualify f£ir the credit

allowed under subsection (1) if the amount was paid or
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incurred to an individual described in section 129(c)}(l) or
({2) of the Internal Revenue Code.

{4) An amount paid or incurred by an employer to
provide dependent care assistance to or on behalf of an
employee does not qualify for the credit allowed under
subsection (1) if the amount is paid or incurred pursuant to
a salary reduction plan or is paid or incurred for services
not performed within this state.

{S) If the credit allowed under subsection (1) 1is
claimed, the amount of any deduction allowed cor allowable
under this chapter for the amount that qualifies Ffor the
cradit (or wupon which the credit i1s based) must be reduced
by the dellar amount of the credit allowed. The election to
claim a credit allowed under this section must be made at
the time of filing the tax return.

{6) The amount upen which the credit allowed wunder
subsection (1) 1is baased may not be included in the gross
income of the employee to whom the dependent care assistance
is provided. However, the amount excluded from the income of
an employee under this section may not exceed the
limitations provided in section 129(b) of the Internal
Revenue Code. For purposes of Title 15, chapter 30, part 2,
with respect to an emplcyee to whom dependent care
assistance is provided, "wages" does not include any amount

exciuded under this subsection., Amennra-exeinded-nnder—shis
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subsection-do-not-gquatify-as-expenaes-far-which-a--deductionn
ts-atiowed-to-the-empleyee-under-35-38-323+

(7) Any tax credit otherwise allowable under this
section that is not wused by the taxpayer in a particular
year may be carried forward and offset against the
taxpayer's tax liability For the next succeeding tax year.
Any credit remaining unused in the next succeeding tax year
may be carried forward and used in the second succeeding tax
year, and likewise through the fifth year succeeding the tax
year in which the credit was first allowed or allowable. A
credit may net be carried forward beyond the fifth
succeeding tax year.

(8) If the taxpayer is an § corporation, as defined in
section 1361 of the Internal Revenue Code, and the taxpayer
elects to take tax credit relief, the election may be made
on behalf of the corporation's shareholders. A shareholder's
credit must be computed using the sharehclder's pro rata
share of the corporation's c¢osts that qualify for the
credit. In all other respects, the effect of the tax credit
applies to the corporation as otherwise provided by law.

(9) For purposes of the credit allowed under subsection
{1l):

(a) The definitions and special rules contained in
section 129(e) of the Internal Revenue Code apply to the

extent applicable.
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(b] "Employer" means an employer carrying on a
business, trade, occupation, or profession in this state.

(c) "Internal Revenue Code" means the federal Internal
Revenue Code as amended and in effect on January 1, 1985."

Section 24. sSection 15-31-202, MCA, is amended to read:

"15-31-202. FElection by small business corpocration. (1)
A small business corporation may elect not to be subject to
the taxes imposed by this chapter.

{2) If a small business corporation makes an election
under subsection (1), then:

(a) with respect to the taxable years of the
corporation for wnich such election is in effect, such
corporation is not subject to the taxes imposed by this
chapter and, with respect to such taxable years and all
succeeding taxable years, the provisions of this part apply
to such corporation; and

(b) with respect to the taxable years of a shareholder
of such corporation in which or with which the taxable years
of the corporation for which such election is in effect end,
the provisions of this part apply to such shareholder, and
with respect to such taxable years and all succeeding
taxable years, the provisions of this part apply to such
shareholder,

{3} An electicn under subsection (1)} must be made 1in

accordance with rules prescribed by the department of
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revenue.

(4) This election is not effective unless the corporate
net income or loss of such electing corporation is included
in the stockholders' ad4usted-grosaz income as—-defined--in
15-38-t+%.

(5} Every electing corporation is required to pay the
minimum fee of $10 required by 15-31-204."

Section 25. section 15-32-104, MCA, is amended to read:

"15-32-104. Limitations on deduction and credit. Tax
treatment under 15-32-103 and-3#5-32-36% is limited to:

(1) capital investments made after January 1, 19757

{2) persons and Efirms =aot primarily engaged in the
provision of gas or electricity derived from fossil fuel
extraction or conventional hydroelectric development; and

(3) a ceiling of $100,000 in tax savings per year to
any one person or firm."

Section 26. Section 15-32-106, MCA, is amended to read:

"15-32-106. Procedure for obtaining beneEit of
deduction or credit. The-department-of-revende-shali-provide
ferms--on--which-a-taxpayer-may-appiy-for-a-tax-credit-nnder
+5-32-32897 The department of revenue shall approve a
deduction or credit under 15-32-103 or-iS—Si—iQB whieh that
demonstrably promotes energy conservation or utilizes a
recognized nonfossil form of energy generation. The

department cf revenue may refer a deduction or credit
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involving energy generation to the department of natural
resources and conservation for its advice, and the
department of natural resources and conservation shall
respond within 60 days. The department of revenue may refer
a deduction or credit involwving energy conservation to the
department of administration £for its advice, and the
department of administration shall respond within 60 days.
The department of revenue may deny a deduction or credit
which it finds to be impractical or ineffective."

Section 27. secticn 15-32-203, MCA, is amended to read:

"15-32-203. Department to make rules. t13-~—The
deparement-of-revenye—shati—-prescribe-—-rutes-—-—pecessary-—-to
earry-out-the—putpeses—of-this-pare:

t24 The department of health and environmental sciences
shall adopt rules establishing emission testing and emission
certification standards for low emission wood or biomass
combustion devices and maintain a list of such devices that
are certified.”

Section 28. Section 15-32-303, MCA, is amended to read:

“15-32-303. Deduction for purchase of Montana produced
organic fertilizer. In addition to all other deductions from
adjusted--gqross——individuat--income--attowed--in-—-computing
taxablte--income—-under--Fittie-—-15;-chapeer-38;-or-£from gross
corporate income allowed in computing net income under Title

15, chapter 31, part 1, a taxpayer corporation may deduct
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hts its expenditures for organic fertilizer produced in
Montana and used in Montana if the expenditure was not
otherwise deducted in computing taxable income.*®

Section 29. section 15-32-402, MCA, is amended to read:

"15-32-402. Commercial investment credit -
wind-generated electricity. (1) An--—-indtviduats A
corporation, partnership, or small business corporation as
defined in 15~-31-201 that makes an investment of $5,000 or
more in certain depreciable property gqualifying under
section 38 of the Internal Revenue Code &f-1954;-as-amended;s
for a commercial system located in Montana which generates
electricity by means of wind power is entitled to a tax
credit against taxes imposed by $5-38-183-or 15-31-121 in an
amount equal to 35% of the eligible costs, to be taken as a
credit only against taxes due as a consegquence of taxable or
net income produced by one of the following:

(a) manufacturing plants located 1in Montana that
produce wind energy generating egquipment;

{b) a new business facility or the expanded portion of
an existing business facility Ffor which the wind energy
generating equipment supplies, on a direct contract sales
basis, the basic energy needed; or

(c) the wind energy generating eguipment in which the

investment for which a credit is being claimed was made.

(2) For purposes of determining the amount of the tax
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credit that may be claimed under subsection (1), eligible
costs include only those expenditures that qualify under
section 38 of the Internal Revenue Code of-1954y-as-amendeds
and that are associated with the purchase, installation, or
upgrading of:

(a) generating equipment;

(b) safety devices and storage components;

{c) transmission lines necessary to <connect with
existing transmission facilities; and

{(d) transmission lines necessary to connect directly to
the purchaser of the electricity when no other transmission
facilities are available.

{3) Eligible costs under subsection (2) must be reduced
by the amount of any grants provided by the state or federal
government for the system."

Saction 30. Section 15-32-405, Mca, is amended to read:

n15-32-405. Exclusion from other tax incentives. If a
credit is claimed for an investment pursuant to this part,
no other state energy or investment tax credit, including
but not limited to the tax credits allowed by 5-38-162--and
15-31-123 through 15-31-125, may be claimed for the
investment. Property tax reduction allowed Dby 15-6-201(3)
may not be applied to a facility fecr which a credit is

claimed pursuant toc this part.”

Section 31. Section 19-3-105, MCA, is amended to read:
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*19-3-105. Exemption from taxes-and legal process. The
right of a person to a retirement allowance or any other
benefit under this chapter and the moneys in the fund
created under this chapter is not+

+*y subject to execution, garnishment, attachment, or
any other process:,

£23--subject-to-atater-—countyr-eor-mantcipat-taxes-excepe
for-a-refund-patd-under-19-3-F63-ef-a-membarla-copntributions
ptcked-up-by-an-emptoyer-after—-June-367-19857-as-provided-in
19-3-F6+-or

$3%¥ nor is it assignable except as in this chapter
specifically provided."”

Section 32. Section 19-4-706, MCA, is amended to read:

"19~4-706. Exemption from taxetien-and legal process.
The pensions, annuities, or any other benefits accrued or
accruing Lo any person under the provisions of the
retirement system and the accumulated contributions and cash
and securities in the various funds of the retirement system
ares

t1y exempted-from-any-stater-county;-or--municipati--tax
ef-—the--state—of-Montana-except—for-a-wichdrawat-patd-under
19-4-683-—-of-—a-—memberis-—contributions--pieked--up-——-by--an
employer-after-dune-307-19857-as-pravided-in-19-4-602;

t2¥ not subject to execution, garnishment, attachment

by trustee process or otherwise, in law or equity, or any
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other process+ and are

+3% unassignable except as specifically provided in
this chapter."”

Section 33. section 19-5-704, MCA, is amended to read:

"19-5-704. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these shaii-be is exempt from any state-or-municipal-tax-and
freom levy, sale, garnishment, attachment, or any other
process whatsoever and s=hatl-be is unassignable except as
specifically provided in 19-5-705."

Section 34. section 19-6-705, MCA, is amended to read:

"19-6-705. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is+

t1y--exempt--from--any--statey--countys;-or-municipal-tax
except-for-a--refund--patd--under--15-6-483--cf--a--memberis
contributions-—picked-up-by-an-empioyer-after—-dune-387-15057
as-provided-in-19-6-402+

+2% exempt from levy, sale, garnishment, attachment, or
any other process; and

t3¥ 1is unassignable except as specifically provided in

19-6-706."

Section 35. Section 19-7-705, MCA, is amended to read:
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"19-7-705. Exemption from texes-ané legal proceas. Any
money received or to be paid as a member's annuity, state
annuity, or return of deducticons or the right of any of
these is+

fir-—exempt-from-any-state;-—-countyr——or—-munieipar-—tax
except—--for--a--refund--patd-under-19-3F-304{t3-of-a-memberis
econtributions-picked-up-by-an-emnpioyer-after—dune-397-—-19857
as-provided-in-19-¥-483+

¢2> exempt from levy, sale, garnishment, attachment, or
any other processs and

£33 is unassignable except as specifically provided in
19-7-706."

Seaction 36. sSection 15-8-805, MCA, is amended to read:

"19-8-805. Exemption from taxes and legal process. Any
money received or to be paid as a member’s annuity, state
annuity, or return of deductions or the right of any of
these is+

fi¥--exempt-—from--any--stater—-esuntyr-or-municipat—tax
except-for-a-refund-paid--under--19-8-583--of--the--member's
contributions--picked-up-by-an-empieyer—afeer-dune-38;-19855
as-previded-in-19-8-5027

t2% exempt from levy, sale, garnishment, attachment, or
any other processs and

+3% 1is unassignable except as specifically provided in

19-8-806."
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Section 37. section 19-21-212, MCA, is amended to read:

"19-21-212. Exemption from taxatieny legal processy and
assessments. BAll contracts, benefits, and contributions
under the optional retirement program and the earnings
therecn are:

t1}-—exempt-from-any-atate;-countyr-or-munteipai-taxs

£2¥(1) not subject to execution, garnishment,
attachment, or other process;

£3¥(2) not covered or assessable by an insurance
guaranty association; and

+4¥(3) unassignable except as specifically provided 1in
the contracts.”

Section 38. sSection 67-11-303, MCAR, is amended to read:

"67-11-303. Bonds and obligations. {1) An authority may
borrow money for any of its corporate purposes and issue its
bonds therefor, including refunding bonds, in such form and
upon such terms as it may determine, payable out of any
revenues of the authority, including revenues derived from:

(a} an airport or air navigation facility or
facilities;

(b} taxes levied pursuant to 67-11-301 or other law for
airport purposes;

(c)y grants or contributions from the federal

government; oOC

{(d) other sources.
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{2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no such bonds may be issued at any time
if the total amount of principal and interest to become due
in any year on such bonds and on any then outstanding bonds
for which revenues from the same source or sources are
pledged exceeds the amcunt of such revenues to be received
in that year as estimated in the resolution authorizing the
issuance of the bonds. The authority shall take all action
necessary and possible tco impose, maintain, and collect
rates, charges, rentals, and taxes, if any are pledged,
sufficient to make the revenues from the pledged source in
such year at least equal to the amount of such principal and
interest due in that year.

(3) The bonds may be sold at public or private sale and
may bear interest as provided in 17-5-102. Except as
otherwise provided herein, any bonds issued pursuant to this
chapter by an authority may be payable as to principal and
interest solely from revenues of the authority and shall
state on their face the applicable limitations or
restrictions regarding the socurce from which such principal
and interest are payable.

{4) Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared to

be issued for an essential public and governmental purpose
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by a palitical subdivision within-—-~the--meaning--of

35-38-333{2y¢tay for purposes of tax exempticn determinations

under the Internal Revenue Code.

(5) For the security of any such bonds, the authority
or municipality may by resolution make and enter into any
covenant, agreement, or indenture and may exercise any
additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The
sums required from time to time to pay principal and
interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this chapter,
prior to the payment of current costs of operation and
maintenance of the facilities.

(6) Subject to the conditions stated in this subsection
{6), the governing body of any municipality having a
population in excess of 10,000, with respect to bonds issued
pursuant to this chapter by the municipality or by an
authority in which the municipality is included, may by
resolution covenant that in the event that at any time all
revenues, including taxes, appropriated and collected for
such bonds are insufficient to pay principal or interest
then due, it will levy a general tax upon all of the taxable
property in the municipality for the payment of such
deficiency: and may further covenant =that at any time a

deficiency 1is likely to occur within 1 year for the payment
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of principal and interest due on such bonds, it will levy a
general tax upon all the taxable property in the
municipality for the payment of such deficiency, and such
taxes are not subject to any limitation of rate or amount
applicable to other municipal taxes but are limited to a
rate estimated to be sufficient to produce the amount <f the
deficiency. In the event more than one municipality having a
population in excess of 10,000 is included in an authority
issuing bonds pursuant to this chapter, the municipalities
may apportion the obligation to levy taxes for the payment
cf, or in anticipation of, a deficiency in the revenues
appropriated for such bonds in such manner as the
municipalities may determine. The resolution shall state che
principal amount and purpose of the bonds and the substance
of the covenant respecting deficiencies. No such resolution
becomes effective until the guestion of 1its approval has
been submitted to the qualified electors of the municipality
at a special election called for that purpose by the
governing body of the municipality and a majority of the
electors voting on the gquestion have voted in favor thereof.
The notice and conduct of the election is governed, to the
extent applicable, as provided for municipal general
obligation bonds in Title 7, chapter 7, part 42, for an
election called by cities and towns, and as provided for

county 4general obligation beonds in Title 7, chapter 7, part
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22, for an election called by counties., If a majority of the
electors voting thereon wvote against approval of the
resolution, the municipality has no authority tc make the
covenant or to levy a tax for the payment of deficiencies
pursuant to this section, but such municipality or authority
may nevertheless issue bonds under this chapter payable
solely from the sources referred to in subsection ({1)

above."

NEW SECTION. Section 39. Repealer. Sections 15-30-11Q,
15-30-112, 15-30-113, 15-30-114, 15-30-115, 15-30-1l1l6,
15-30-117, 15-30-121, 15-30-122, 15-30-123, 15-30-125,
15-30-126, 15~-30-154, 15-30-157, 15-30-161, 15-32-109,
15-32-201, 15-32-202, 19-9-1005, 19-13-14003, MCA, are
repealed.

NEW SECTION. Section 40. codification instruction.
[Sections B and 11] are intended to be codified as an
integral part of Title 15, chapter 30, part 1, and the
provisions of Title 15, chapter 30, part 1, apply to
[sections 8 and 11].

NEW SECTION. Section 41. severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect, If a part of {this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are

severable from the invalid applications.
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NEW SECTION. Section 42, Retroactive applicability.
[This act] applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 19%90.

NEW SECTION. Section 43. Effective date. [This act] is
effective on passage and approval.

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0959, as introduced. i

DESCRIPTION OF PROPOSED LEGISIATION:

An act to generally revise the individual income tax laws of the state; reducing individual income tax rates; applying the
rates against net taxable income; providing for an alternative minimum tax for individuals; providing for proration of taxes

for part-year residents; eliminating the exemption for retirement income; and providing an immediate effective date and a
retroactive applicability date.

ASSUMPTICNS :

1. Individual income tax collections are §$311,176,000 in FY92, and §327,201,000 in FY93 (OBPP).

2 The rate tables, coupled with the definition of net taxable income, provided for in this proposal increase tax liability
$74,750,000 in FY92, and $81,247,000 in FY93.

3. An alternative minimum tax closely patterned after the federal alternative minimum tax (AMT) will Increase revenue
approximately §1 million annually. (Based on federal data indicating that the AMT increased federal revenue 0.456
percent in 1987, and 0.171 percent in 1988, and on the estimates of income tax collections in assumption #l).

4. Eliminating the current state credits for energy conservation, alternative energy and wind enerpgy generation increases
revenue $156,000 annually.

5. Under the proposal no taxpayers will be allowed to deduct any portion of their federal income tax liability.

6. All revenue from individual income taxes is deposited in the state general fund under current law.

7. The proposal would provide for administrative savings and also require additional administrative costs to implement.
Annual savings include a reduction of 1.28 FTE, with total personal services reduced $28,655; operating expenses are
reduced $78,248 annually.

8.

One-time additional start-up costs to convert the current system to the new system include 2.73 additional FTE.
Increased one-time operating expenses are $71,185; one-time personal services are $115,740. On-going added costs for

operating expense are $4,755. Additional equipment to maintain the PC-based Alternative Minimum Tax system includes one
perscnal computer,

FISCAL IMPACT:

see next page
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FISCAL IMPACT:
FY 92
ditures: urrent w Pro d w Difference

F.T.E. 0 1.45 1.45
Personal Services 0 87,085 87,085
Operating Expense 0 {7,063) (7,063)
Equipment 4] 2,000 2,000

Total 0 82,022 82,022
Funding:
General Fund 0 82,022 82,022
Revenues:
Individual Income Tax (01) 311,176,000 387,082,000 75,906,000
Impact to General Fund 75,823,978

TEG OTES:

FY '93

Current Law Proposed Law Difference
0 (1.28) (1.28)

0 (28,655) (28,655)

0 (73,493 (73,493)

_ 0 0 0
0 (102,148) (102,148)

0 (102,148) (102,148
327,201,000 408,448,000 81,247,000
81,349,148

The rate tables provided in this bill are in a form that include a fixed amount of tax payable plus the percentage that is

applied to amounts in excess of the bracket boundaries.

This form is not acceptable in an environment where bracket

boundaries are indexed annually for inflation because these fixed amounts also change with Indexing (see page 13, lines 8

and 1C¢, for example).

A rate table form that includes only bracket boundaries and tax rates would eliminate this problem.

The rate table on page 15 for married couples filing separately excludes taxable income between $2,250 and $6,000 from

caxation.

Subsection (3) of Section 9, on page 23 is not understandable.
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SENATE STANDING COMMITTEE REPORT

Page 1 of 2
April 29, 1991

MR. PRESIDENT:

We, your committee on Taxation having had under consideration
House Bill No, 959 (first reading copy -- white), respectfully
report that House Bill No. 959 be amended and as so amended be
concurred in:

1. sStrike: House Committee of the Whole amendments in their
entirety

amend House Bill 959 as follows:

1. Title, lines 5 through 9.

Following: “;*" on line §

Strike: remainder of line 5 through line 9 in its entirety

Insert: “PROVIDING THAT TO BE ELIGIBLE TO APPLY FOR AN EXTENSION
OF TIME FOR FILING A RETURN, A TAXPAYER MUST HAVE PAID BY
ESTIMATED TAX PAYMENTS, WITHHOLDING TAX, OR A COMBINATION OF
ESTIMATED TAX PAYMENTS AND WITHHOLDING TAX 95 PERCENT OF THE
CURRENT YEAR'S TAX LIABILITY OR 100 PERCENT OF THE PREVIOUS
YEAR'S TAX LIABILITY: PROVIDING AN APPROPRIATION;"

2. Title, lines 10 through 12

Following: "AMENDING" on line 10

strike: remainder of line 10 through line 12 in its entirety
Insert: “SECTION"

3. Title, lines 13 through 21.
Following: "15-30-144" on line 11
Strike: remainder of line 13 through "19~13-1003" on line 21

4., Title, line 22.
Strike: "AN IMMEDIATE"
Following: "EFFECTIVE"
Strike: “DATE"

Insert: "DATES™

5. Page 2, line 1 through page 69, line 25.
Strike: sections 1 through 41 in their entirety
Insert: "Section 1. Section 15-30-144, MCA, is amended to read:
"15-30-144. Time for filing -- extensions of time. (1)
Returns shall be made to the department on or before the 15th day
of the 4th month following the close of the taxpayer's fiscal
year, or if the return is made on the basis of the calendar year,
then the return shall be made on or before the 15th day of April
following the close of the calendar year. Bach return shall set
forth such facts as the department considers necessary for the
proper enforcement of this chapter. There shall be annexed to
such return the affidavit or aftfirmation of the persons making
the return to the effect that the statements contained therein

901957s8C.sji1
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are true. Blank forms of return shall be furnished by the
department upon application, but failure to secure the form shall
not relieve any taxpayer of the obligation to make any return
required under this law. Every taxpayer liable for a tax under
this law shall pay a minimum tax of 51,

{2) An automatic 6-month extension of time for filing a
return is allowed, provided that:

{a) on or before the due date of the return, an application
is made on forms available from the department or in writing to
the department; and

(b) the applicant has paid by estimated tax payments,
withholding tax, or a combination of estimated tax payments and
withholding tax 95% oOf the current vear's tax liability or 100%
of the previous year's tax Iiability."

NEW SECTICN. Section 2. Appropriation. There is
approprzacea from the general fund to the department of revenue
$108,225 for fiscal year 1992 and $78,705 for fiscal year 1393 to
implement the provisions of [this act].

NEW SECTION. Section 1. Coordination instruction. In any
bill referring to Senate Bill No. 461, the reference to Senate
Bill No. 461 is changed to House Bill No. 95%."

Renumber: subsequent sections

6. Page 70, line 2.
Strike: "This act"
Insert: “Section 1"

7. Page 70, line 4.
Strike: "date"
Insert; "dates"
Following: "."

Insert: “(l) Except as provided in subsection (2),"
Strike: "This"
Insert: "this”

B. Page 70, line 6.
Insert: "(2) ([Section 2] is effective July 1, 199%1."
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THIS IS THE ENROLLED VERSION OF HB 959 AS PASSED
BY BOTH HOUSES OF THE LEGISLATURE.

HOUSE BILL 959 WENT FROM INTRODUCED TO THIS VERSION
WITHOUT SECOND, THIRD OR REFERENCE PRINTING. THESE
VERSIONS WILL NOT BE PRINTEU ON THIS BILL.
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HB 0953

AN ACT TO GENERALLY REVISE THE INDIVIDUAL INCOME TAX LAWS OF THE
STATE; PROVIDING THAT TO BE ELIGIBLE TO APPLY FOR AN EXTENSION OF
TIME FOR FILING A RETURN, A TAXPAYER MUST HAVE PALD BY ESTIMATED
TAX PAYMENTS, WITHHOLDING TAX, OR A COMBINATION OF ESTIMATED TAX
PAYMENTS ANC WITHHOLDING TAX 95 PERCENT OF THE CURRENT YEAR'S TaX
LIABILITY Oﬁ 100 PERCENT OF THE PREVIOUS YEAR'S TAXILIABILITY;
PROVIDING AN APPROPRIATION; AMENDING SECTION 15-30-144, MCA; AND

PROVIDING EFFECTIVE DATES AND A RETROACTIVE APPLICABILITY DATE.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1, Section 15-30-144, MCA, is amended to read:

"15-30-144. Time for Ffiling -~ extensions of time, (1)
Returns shall be made to the department on or before the 15th day
of the 4th month following the close of the taxpayer's fiscal
year, or if the return is made on the basis of the calendar year,
then the return shall be made on or before the 15th day of April
following the close "of the calendar year. Each return shall set
forth such facts as the department considers necessary for the
proper enforcement of this chapter. There shall be annexed to such
return the affidavit or affirmation of the persons making the
return to the effect that the statements contained therein are
true. Blank forms of return shall be furnished by 'the” department
upon application, but failure to secure the form shall not relieve
any taxpayer cf the obligation to make any return required under

this law. Every taxpayer liable for a tax under this law shall pay

Z\’\ (nlanu.'m ieguslanive Councd
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a minimum tax of S§1.

(2) An automatic &-month extension of ¢time for filing a
return is allowed, provided that:

{(a) on or before the due date of the return, an application
is made on forms available from the department or in writing to

the department; and

{b) the applicant has paid by estimated tax payments,

withholding tax, or a combination of estimated tax payments and

withholding tax 95% of the current year's tax liability or 100% of

the previocus vear's tax liability."

Section 2. Appropriation. There 1s appropriated €from the
general fund te the department of revenue $108,225 for fiscal year
1392 and $78,705 for fiscal year 1993 to implement the provisions
of [this act].

Section 3. Coordination instruction. In any bill referring to
Senate Bill No. 481, the reference to Senate Bill No. 461 is
changed ts House Bill No. 959.

~ Section 4. Retroactive applicability. [Section 1] applies
retroactively, within the meaning of 1-2-109, to taxable years
beginning after December 31, 199%0.

Section 5. Effective dates. (1) Except as provided in

subsection (2), [this act] is effective on passage and approval.

{2} [Section 2] is effective July 1, 1991.
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