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HOUSE BILL NO. 959 

INTRODUCED BY HARRINGTON 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

ON MOTION, TAKEN FROM COMMITTEE 
AND PLACED ON SECOND READING THIS DAY. 

SECOND READING, DO PASS AS AMENDED. 

THIRD READING, PASSED. 
AYES, 82; NOES, 15. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

ON MOTION, RULES SUSPENDED TO ALLOW 
LATE INTRODUCTION. 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 32; NOES, 16. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 



SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED BY 
~ofl_/ 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

INDIVIDUAL INCOME TAX LAWS OF TBE 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; 

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, 19-6-705, 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: 

~-,.,,,., • ., •• couna 
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Section 1. Section 7-14-1133, MCA, is amended to read: 

"7-14-1133. Bonds and obligations. (1) Except Eor 

providing financial support to a private development 

organization, including a corporation organized under Title 

32, chapter 4, whose purpose is to advance the economic 

development of its 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 upon 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 67-10-402; 

(c) grants or 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 if 

the total amount of principal and interest to become due in 

a11y 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 
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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 face the applicable limitations or 

restrictions regarding the source from which such principal 

and interest are payable. 

( 4) Bonds issued by an authority, 

municipality pursuant to the provisions of this 

declared to be issued for an essential 

county, 

part 

public 

or 

are 

and 

governmental purpose by a political subdivision w±~ft±n--~ne 

M~e"±~g--of--%5-30-¼¼¼tittBt for 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 required from time to time to pay principal and 

-3-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0954/01 

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 sectlon 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 credit of the state, county, or 

municipal governments or their agencies or authorities be 

pledged to provide financial support to such development 

organizations," 

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

"7-34-2416. Tax-exempt status of bonds. Bands issued by 

a county pursuant to the provisions 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 

Che-meening-eE-%5-39-¼¼¼tittet for purposes of tax exemption 

determinations under the Internal Revenue Code.'• 

Section 3. Section 13-37-303, MCA, is amended to read: 

~13-37-303. Donation by taxpayer. (1) An individual 

whose withheld income tax or payment of estimated tax 

-4-
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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. In the 

case of a joint return, a~-pre~t~ed-ift filed pursuant to 

15-30-142.11..l_, 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 for in 

subsections (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 11 agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber . 

. (b) The term "assessed value" means the value of 
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property as defined in 15-8-111, 

(c) The term ''average wholesale value'' means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term '1 commercial 11
, 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; 

(8) 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 

(Fl 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 SC':: 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 

home or housetrailer is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located 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 lien 

only on such leasehold improvements. 

(i) The term ''livestock'' means cattle, sheep, swine, 

goats, horses, mules, and asses. 

( j) The term "mobile home" means forms of housing known 

as "trailers", ''housetrailers'', or "trailer coaches" 

exceeding 8 feet in width or 45 feet in length, designed to 
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be moved from one place to another by an independent power 

connected to them, or any "trailer", ''housetrailer", or 

''trailer 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 is not included 

within the meaning of the terms "real estate'' and 

"improvements". 

(1) 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 quarries 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 of the United 
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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 foreign 

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, 

materials, and processes. 

equipment, 

(p) The term "taxable value" means the percentage of 

market or assessed value as provided for in Title 15, 

chapter 6, part 1. 

(q) The term "weighted mean assessment ratio" means the 

total of the assessed values divided by the total of the 

selling prices of all area sales in the stratum. 

(r) The term "Internal Revenue Code 11 means the internal 

revenue title enacted August 16, 1954, and redesiqnated as 

the ''Internal Revenue Code of 1986 11 by section 2 of Public 

Law 99-514, as amended. 

( 2) The phrase "municipal corporation" or 

''municipality" or 1'taxing unit" shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 
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persons, or organized body authorized by law to establish 

tax levies for the purpose of raising public revenue. 

( 3) The term ''state board'' or 11 board'1 when used without 

other qualification shall mean the state tax appeal board.
11 

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, 

following definitions apply: 

the 

(1) "Base year structure 11 means the fo¼¼ow±r,:g-e¼ements 

0£-t~e-t~ceme-tax-~CrttcC~re~ 

tat--Che tax brackets established in 15-30-103, but 

unadjusted by subsection tit ill of 15-30-103, in effect on 

June 30 of the taxable year; 

tbt--ehe--exempetons---ceneatned---in---¼S-38-¼¼~,---btt~ 

un~djusted--by--subseetiens--t~t--~nd--t8t--e£-l5-39-lliT-ift 

effece-on-attne-38-oE-t"e-eaxab¼e-year; 

tct--e"e--maxifflaffl---~eandard---dedttce±on---p~o~ided---in 

l5-39-lizT-but-un8djusted-by-subseetion-trt-o£-l5-39-lirT-ift 

effece-on-att~e-38-0£-efte-eexab¼e-yeer. 

(2) 11 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 bureau of labor 

statistics of the U.S. department of labor. 

(3) ''Department'' means the department of revenue. 

(4) 11 Dividend' 1 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 corporation, 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. 

( 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 possessions4 

( 7) "Gross income" means the taxpayer's gross income 

for federal income tax purposes as defined in section 61 of 

the Internal Revenue Code oE-¼954-or-as-that-eeetioft-may--be 

labeled--e~--ameftded,--exelttd±nq--ttftefflp¼eyme"t--eompe~9ation 

±~e¼ttded--ift--fede~al--~~oss--ifteoffle-ttftde~-the-proYi~ione-ef 

eeet±eft-85-oE-the-Inte~fta¼-Revefttte-eede-oE-1954-ae-amenrle~. 

(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, ¼988 1991. 

( 9 I ''Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 
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capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, 

state or of any 

subdivision of the 

and all officers and employees of the 

municipal corporation or political 

state, having the control, receipt, 

custody, disposal, or payment of interest, rent, salaries, 

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. 

( 11) "Net income 11 meens-the-e:djtt!lted-q~es!l-±fteorne--0£--a 

taxpaye~--less-the-deduet±or,,s-allowed-by-tftis-eftap~e~ is the 

federal taxable income of a tax~ 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. 

(14) "Received 1
', for the purpose of computation of 

-12-
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taxable income under this chapter, means received or accrued 

and the term 11 received or accrued" shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

( 15) "Residentn applies only to natural peC"sons 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 absent 

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 1 s taxable year 

for federal income tax purposes. 

(18) "Taxpayer• includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations. 

(19) "Nonresident" refers to a person who has not 

established a residence in this state durin~ the taxable 

year. 

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

resident of this state and another state during the 
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taxpayer's taxable year.• 

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

"15-30-103. Rate o~ taz. (l) There shall be levied, 

collected, and paid for each taxable year commencing on or 

after December 31, ¼968 1990, upon the net taxable income of 

every taxpayer subject to this tax, after-making-a¼¼owanee 

ror-e~empe¼ons-a"~-~ed~et¼one-as-fterei"areer-prev¼ded except 

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

brackets of taxable incom.eL as adjusted under subsection t~t 

ilh. at the following rates: 

tat--en--ehe--f¼rst-$¼7999-ef-eaxa&¼e-¼neome-er-any-pare 

ehe~eof7-ZI; 

tbt--on-ehe-nexe-$1,888-e~-eaKabie-¼neome--er--any--pa~e 

ehereoE,-31~ 

tct--on--the--next--$i7888-of-eaxab¼e-ineome-or-~ny-pare 

ehereof7-4~; 

tdt--on-~he-"exe-$iy989-of-ea•abie-¼neome--or--any--p~re 

efte~eof7-51~ 

tet--en--ehe--neKe--$iy998-ef-eaxa&ie-¼neome-or-any-pare 

ehereof,-61; 

tlt--en-ehe-next-$i7888-eE-eaxa&ie-¼neeme--er--any--p~re 

enereof,-~,, 

tgt--o"--ene--next--$4,999-ef-eaxa&ie-¼"eome-or-a"y-pare 

eftereof,-8%; 

tht--on-ehe-nexe-$67989-er-eaxab¼e-ineome--or--any--pare 
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~ftereef7-91; 

tit--on--~fte--fte~~-$¼57888-ef-~8Kab¼@-ifteome-or-any-par~ 

~hereof,-¼81; 

t;t--e"-nny-t~xabie-ineeme-in-exeeee-of-$351888--or--afty 

part-t"~t~eET-¼¼t 

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

taxable income; 

(b) over $4,500 to $12,000 of net taxable income,~_$180 

plus 61 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 year commencing on or after December 31, 1990, upan 

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) $0 to $2,250, 41 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. 

trtill By November 1 of each year, the department shall 

multiply the bracket amount contained in !!ttb~eetion 

subsections (1) and (2) by the inflation factor 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 sttbsee~io" subsections (1) and (2) 

of this section." 

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

RlS-30-105. Tax on nonresident -- alternative tar 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 of gross 

sales made in Montana during the taxable year. Stte~ The tax 

shall be in lieu of the ~eK taxes imposed under 15-30-103 or 

{section 8]. 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 IV, sections 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, upon 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 

return; 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 of household; or 

(iii) $20,000, 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; 

( b) $30,000, if single or head of household; 

( C) $20,000, if married filing 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 thereof, which sum must be reduced by 

the following: 

(a) all interest received from obligations of the 

Onited 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) (a) For a nonresident or part-year resident, the 

taxpaye, 1 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 adjusted 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 

tdxable income is then adiusted to include the interest 

received from obligations of another state or a political 
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subdivision thereof if the interest is used in a trade, 

occupation, or business carried on in this state. 

(C} The taxpayer's prorated Montana alternative minimum 

taxable income must then be reduced by: 

(i) all interest received from obligations of the 

United States government; 

(ii) all railroad 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 Montana 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. Adjttsted--9ross Montana net taxable income 

for residents~ (1) Adjtl~ted-9ress Montana net taxable income 

shall be the taxpayer's federal ifteome--ta~--edj~~~ed--9~0~~ 
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taxable income as defined in sect¼o"-6i-o£ the Internal 

Revenue Code o£-¼954-or-as-that-seetio"-may--be--¼abe¼ed--or 

ame"ded and in addition shall include the following: 

(a) all interest received on obligations of another 

state o~ te~ritory-or--eotl~tyT--ffltt"ie¼pa¼¼ty,--d¼str¼et7 or 

other political subdivision thereof; and 

(b) all refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability; 

tet--that---portton--or--a--sftareho¼der~s--¼~eeme--tlnder 

Stlbehapter-ST-e£-e~apter-¼-o£-the-Inter"a¼-Re~e"~e--eode--e£ 

±9547-that-has-been-redtteed-by-any-£ederai-taxes-paid-by-the 

sttbehepter-So-eerporatton-o"-the-t"eome;-and 

tdt--depree¼atien-or-amort¼eat¼o"-ta~en-on-a-t¼t¼e-p¼ant 

as-de~ined-in-33-iS-i05tl5t. 

(2) Notwithstanding the provisions of the Eedera¼ 

Internal Revenue Code 6£--¼9S4 7 --a~--¼abe¼ed--or--afflended7 

adjttstea--9ross, Montana net taxable income docs not include 

the followingL which are exempt from taxation under this 

chapter: 

(a) all interest income from obligations of the United 

States government 7---the---state---oE---M6ntana,---eotlnty7 

fflttnieipa¼ity,--dtstrtetT--or--ot~er--po¼¼t¼ea¼---s~bd¼•ision 

thereoE; 

tbt--t"terest--±nc6me--earned--by--a--taxp~yer-age-&S-o~ 

-20-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC Qq54/0l 

o½der-in-a-taxab¼e-year-ttp--to--and--±ne¼ttd±nq--$988--ior--a 

taxpayer--f±~inq-a-eeparate-retarn-aftd-$¼;688-£or-eaeh-jo±"t 

ret~rft7 

tet--a¼½-beftefits7-not-±n-exee99-o~-$~7688,-reee±¥ed~ 

t±t--ander-the-Pedera¼-Effl.p¼oyees~-Retirement-Aet; 

t±±t-ander-the-p~b¼ie--eMp¼oyee--ret±rement--¼aws--of--a 

~tate-other-than-Montana;-or 

tiiit-as--an--anntt±ty7--pension;--or-end0Wfftent-ander-any 

pri•ate-or-eorperate-retirement-p¼an-or-system; 

tdt--a¼¼-bene£its-paid-ander--the--teaehers~--ret±rement 

¼aw-whieh-are-speeii±ee-as-exempt-£rom-ta~at±on-by-¼9-4-T86; 

tet--aii--benefi~~--paid--ander--~he--Pabiie--1:ifflpieyee~i 

Ret±rement--System--Ae~--whieh--are-speeified-as-exempt-frem 

taxatien-by-19-3-1657 

tft--aii--benefit~--paid--ander---the---highway---patrei 

retiremen~--¼aw--whieh-are-speei£ied-as-ewemp~-£rom-taxation 

by-19-6-~857 

tgt--a¼¼-Montana-ineome-tax-re£ttnds-er-eredits-the~eo£~ 

tht--aii-benefits-paid-Hnder-i9-ii-66r,--i9-ii-6&4,--and 

i9-i¼-665---te--retired--and--di~abied--firefighters7--their 

sttr•iving-spoases-ane-orphans-or-speeified--as--exemp~--from 

taxatien-by-19-13-:9937 

t±t--a½¼---bene£i~s--paid--ttnder--the--mttn~e±pa¼--po½iee 

off±eere~-retirement-~ystem-~hat--are--~peei~ied--as--e~empt 

from-tsxatien-by-19-9-198S7 
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tjt--gain--reqaired--te--be--reeegnized-by-s-iiqaidating 

eerpera~ien-ander-iS-3i-ii3tittsttiit7 

tkt--ai~-tips-eo~ered-by-~eetien-346ztkt-ef-the-%nternai 

Revenae-eede-e~-¼954,-as-amended-and-app¼iesb¼e--on--aanttary 

¼,--¼9837--reeeived-by-persens-fer-serviees-rendered-~y-~hem 

to-patrons-o~-premises-½ieensed-to-provide--feod7--beYeraqe7 

or-¼odging; 

t½t--a¼¼----bene£i~s---reeeiYed---ttnder---the---wor~ersi 

eompensation-¼aws~ 

tmt--a¼¼-hea½~h-insttranee-premiums-paid-by--an--emp¼oyer 

for--an--emp¼oyee--if--attribated--as-ineome-to-the-emp¼oyee 

~r.de~-federa¼-½ew~ 

tnt--a½½-benefits--paid--ander--an--eptiona¼--re~irement 

program--that--are--speei£ied--as--exemp~--from--tsxation-by 

i9-r:-riz7-and 

tot--a½¼--meney--reeei•ed--beeattse---of---a---sett¼ement 

agreemen~--or--jttd~men~--in--a--½awstti~--brottqht--against--a 

manttfaetttrer--or--distribtttor--o£-uagent-oranqea-£or-damages 

restt½ting-£roffl-exposare-te-uaqent-orangeu~ 

t3t--fn-the-ease-of-a-shareho½der-of-a-eerperation--wi~h 

respee~--to-whieh-the-e¼eetion-pro•ided-for-ttnder-subehapter 

s~-of-the-fnterna¼-Revenae-Eode-of-¼9547-as-amended,--is--in 

e£feet--bttt--w±tn-respeet-to-whieh-tbe-e¼eetion-pro~ided-for 

ttnder-t5-3X-~0~;-es-amended,--±~--not--±n--e~feet 7 --adjttsted 

gro~s--±neome-doe~-not-±nelttde-any-pa~t-ef-tne-eo~porationis 
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ttndistribttted-taxab¼e-ineome,-net--operat¼ng--¼o~~,--eapital 

ga~n~--or--other--ga±n~7--pro£±t97--or-loe9e~-reqtt±red-to-be 

±ftelttded-±ft-the-ehareho¼derie-£edera¼--±fteome--tax--adjtteted 

gro99--±fteome--by-rea9on-0£-the-eleetion-ttftder-ettbehapter-ST 

Howe•er7--the--ehareho¼derie--ad;tteted--gro99--ineome--e~a¼l 

±ne¼ttde-aettta¼-dietribtttione-£rom--the--eorporat±on--to--the 

e~tent--they--wott¼d--be--treated-ae-taxab¼e-d±Yidends-i£-the 

ettbeftapter-Se-eleetion-were-not-±n-e£feeto 

t4t--A-ohoreho¼der-o~-o-BrSe-thot--io--eMempt--from--the 

eorporot±o"--¼ieeftoe-toK-ttftder-¼5-3¼-¼0~t¼tt¼t-oha¼¼-±fte¼ade 

±n-ftie-adjtteted-groee-ineome-the-earn±nge-and-pro£ite-o£-the 

erse-±n-the-same-manner-as-prov±ded-ey-£edera¼-law--tseetion 

995 7 --interna¼--Reyen~e--eedet-~or-a¼¼-~eriods-ror-whie~-the 

BfS~-e¼eet±en-is-ef£eeti¥e7 

t5t--A-taxpayer-wfto7--in--determin±ng--federa¼--adjttsted 

gross--±neoffle7--has--redtteed--his--btts±ness-dedttet±on5-by-an 

amottnt-£or-wages-and-sa¼ar±es-£or-wh±eh-a-£edera¼-tax-eredit 

was-e¼eeted-ttnder-seet±on-44B-e£-the-Tnternal--Re¥entte--eode 

0£--¼954--or--as--~hat--seet±on-may-be-¼abe¼ed-or-amended-±s 

a¼¼owed-to-dedttet-the-amottnt-0£-tfte-wages-and-sa¼ar±es--pa±d 

regard¼ees--0£--the-ered±t-ta~en•-The-dedttet±on-mttst-be-made 

±n-the-year-the-wages-and-sa±aries-were-ttsed-to-eompttte--the 

eredito--fn--the--ease--e£--a--partnersh±p-or-sma¼¼-b~s±ness 

eorporat±on,-the-dedttet±on-mtt~t-be--made--~o--determ±ne--the 

amottnt--er--±neome--or--¼o~s--of--the--partner~h±p--or-~ma¼¼ 
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btts±ness-eorperation. 

t6t--Marr±ed-taxpeyers-fi¼±ng-a-joint-federa¼-retttrn-whe 

mttst-ine¼ttde-part-of-their-soe±a¼-seettr±ty-bene£±ts-or--part 

of--the±r--t±er--¼--rai¼road--reti~ement-eene£±ts-±n-federa¼ 

adjttsted-gross-±neome-may-sp¼it-the--£edera¼--base--ttsed--~n 

ea¼ett¼at±on--of--federal-taMab¼e-soe±a¼-seettr±ty-bene£±te-or 

£edera¼-~axable-tier-l--ra±¼road--ret±rement--bene£±ts--when 

they--~±¼e--separate-Montana-±neeme-tax-retttrns7-The-federa¼ 

base-mttst-be-sp¼it-eqaa¼¼y-on-tfte-Montana-retttrno 

tTt--A-taxpayer-reee±v±ng-ret±rement-d±sab±l±ty-benef±ts 

who-has-not-atta±ned-age-65-by-the-end-e~-the--taxaete--year 

and--who-has-ret±red-as-permanent¼y-and-tota¼¼y-disab¼ed-may 

exe¼ttde-from-adjttsted-gross--ineome--np--to--$100--per--wee~ 

reee±•ed--8s-wages-or-payment~-±n-¼±ett-of-wages-for-a-per±od 

dttr±ng-wh±eh-the-empleyee-±~-ebsent-from--wor~--dtte--te--the 

d±sab±l±ty,---f£--the--ad1ttsted--gross--±neome--be£ore--th¼s 

exe¼tt~±on-and-before-app¼ieat±on-of-the--two-earner--marr¼ed 

eottp¼e--dedttet±on--exeeeds--$157000 7 --~he-exee~~-redttee~-tfte 

exe¼tts±on-by-an-eqtta¼-amottnt,-~his--¼imitat±oft--e£feet~--the 

amottnt--of-exel~s±on7 -bttt-net-the-taMpeyeris-e¼±gibi¼ity-Eer 

the-exe¼tte±en.-Tf-e¼±g¼e¼e7-merried-ind±¥±dtta¼s-she¼¼--app¼y 

the--exe¼tts±on--separate¼y,--bttt--the--lim±t~t±on-£0~-±neome 

eMeeed±ng-$¼5,880-±~-determ±ned-with-respeet-to-the--spettse~ 

on--the±r-eomb±ned-Bdj~~ted-gross-+neome,-Fe~-the-parpo~e-0£ 

th±s-~~b~eet±on,--pe~manently--Bnd--tota¼¼y--d±sab¼ed--meen~ 
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tt"able--to--enga~e--¼n--a"y--substa"tial-~si"£~l-aetiwity-by 

reaso"--0£--a"y-·-ffled¼eally--determi"ed--p"ysieal--or--fflental 

iffl~airment-¼astin~-or-expeeted-to-¼ast-at-least-1%-month~e 

t6t--A---perso"---reeeivin~---bene£its---deseribed----i" 

sttbseet±ons-t%ttdt-threttg"-t%ttft,-t%ttht,-er-t%tt±t-may-not 

exe¼ttde---bene£its---deseribed--i"--~ttbseetio"--t~ttet--from 

adjttsted-gross-ineome-nn¼ess--the--bene£its--reeeiwed--under 

sttbseet±ons--t%ttdt--throttgh--t%ttfty--t%ttht,-or-titt±t-are 

less-than-$3,666T-in--whieh--ease--the--person--msy--eombine 

bene~its--to--exe¼ttde--up-to-a-tota¼-of-$37666-~rom-ad;ttsted 

gross-ineomeT 

(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 taxpayer who elects to itemize his deductions 

from income on his federal return for tax year 1991 and who 

is required to pay additional federal tax due in 1991 for 

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

from his Montana net income. tSubseetion--trttkt--terminates 

en-eee~rrenee-ef-eontin~eney--seeT-3,-eh~-634,-b.-±983~t" 

Section 10. Section 15-30-131, MCA, is amended to read: 

•15-30-111. Henre~ident----and----tem~orary----resident 

taMp8yers----edjttsted-~re~~-±neome----dedttet±en~ Montana net 

taxable income for nonresidents. (1) fn--the--ease-e£-e 
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taxpayer-other-than-a-resident-0£-this--stateT Montana net 

taxable income for nonresidents is derived from adjusted 

gross income from soucces within and outside of the state, 

determined as Eollo~ 

(a) Montana adjusted gross income includes the entire 

amount of federal adjusted gross income from sources within 

this state.!. but sha¼¼ ~ not include income from 

annuities, intecest on bank deposits, interest on bonds, 

notes, or other interest-beating obligations, or dividends 

on stock of corporations except to the extent to which th@ 

same--sha¼¼--be they are a part of income from any business, 

trade, profession, or occupation carried on in this state. 

Interest income from installment sales of real or tangible 

commercial or business property located in Montana must be 

included in adjusted gross income. Adjasted-~ross-ineome 

£rom--so~rees--within--and--wi~hott~--thts--state--sha~~---be 

a¼¼oeated--and--apporttoned--ttnder--rtt¼e~--pre~eribed-by-the 

departme~t. 

tit--fn-the-ease-0£-a-taxpayer-other-than-a-re~ide"~--er 

th¼~--state--y~o-is-a-resident-e~-a-9tate-that-iffl~ose~-a-tax 

on-the-ifteome-0£-na~ttra±-persoft~-res±ding-w±thin-that-9tate7 

the--dedttet+on~--a¼¼owed--±n--eompttting---net---¼neeffle---are 

~estrieted--te--tho~e-d~reet¼y-eenneeted-with-the-prodttetien 

e£-Mentane-ineome4 

t3t--~ft-the-ea~e-o£-a-t~xpaye~-other-than-a-re~±dent--e£ 
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th~s-state-who-is-a-resideftC-ol-a-state-that-does-noe-~mr,oee 

a--tax-on-the-ineoffle-or-natttra¼-persons-res±d±n~-within-that 

state,-the-dedttetions-a¼iowed-in-eofflp~tin~--~et--±~~o~e--are 

re~trieted--to-the-greater-0£-those-direet¼y-re¼at~ng-to-the 

~redttetion-0£-Montana-ineome-or-a-~rorae~d-amoant--0£--those 

a¼½owed---ttnder---%5-38-i~¼.---Per---the--ptt~poses--0£--this 

sttbseetion,-dedttet±one-a¼¼owed-tt"der-%5-38-iii-appiy-only-to 

earne~-±neome-and-ffltt~t-be-p~o~ated-aeeording--to--the--ratio 

that--the--taxpayeris--Montana--earned--±neome--bears-to-h~~ 

federa¼-ea~ned-ineome• 

t♦t--A--tempo~ary--re9idenC--shaii--be---a¼¼ewed---~hose 

dedttcCions-an~-the-eredit-ttnder-¼S-3~-¼89-a¼iowed-a-resident 

te--~he--extent-that-etteh-dedttetions-or-eredit-were-a~ttta¼ly 

in~tt~red-or-expended-in-the--state--of--Montana--dtt~tng--~he 

eottrse-of-his-resideney. 

t57--Por--the--~ttr~o9es-0£-thie-seetio~,-~earned-ineemeu 

shall-be-de£ined-ae-the-same-term-±s-defined-in--seetion--43 

0£--the--~nterna½--Re•entte--eode7--or--as--that--seetion-mBy 

sttb~eq~ent¼y-be-afflendeda 

t6t--Notwithstand±n9-the-p~0Yisions-0£--sttbseetions--t~7 

and--t377--any-eontribtttion-made-arter-Beeember-3¼7-l99i,-te 

the-state-o£-Montana--or--a--~o¼i~ieal--sttbdiYisien--thereo£ 

shali-be-an-a¼iowab½e-dedttetion-in-eompttting-net-ineomeo-~he 

ded~etion-±s-sttbjeet-to-the-limitBtions-eet-£o~th-in-eeet~en 

t~8--of--the--Tnternal--Re~entle--eode-o£-l954,-as-iabe¼ed-e~ 
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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 mort29.e interest; 

(iii) a £<orated £art 

allowed medical expenses; 

(iv) all sums donated to: 

of the tax~er's federally 

(A) an organization that is qualified under section 

50l(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 reservation. 

(c) A 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 

adjusted gross income by the federally allowed deductions 

sp~dfied in subsections (l)(b)(i) through (l)(b){iii). 

(d) The department may adopt rules for allocating and 

apportioning adjusted gross income from sources within and 

outside of this state. 

t1till For purposes of this sectionr "installment 

sales" means sales in which the buyer agrees to pay the 

seller in one or more deferred installments. 

{3} The nonresident 1 s Montana net taxable income is 

subject to the rates provided in 15-J0-103." 

NEW SECTION. Section 11. Montana net taxable income 

for part-year residents. (l} To determine Montana net 

taxable income, a part-year resident may deduct from 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 taxp~yer 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 purposes of this section, Montana adjusted 

gross income is determined as follows: 

(a) Montana adjusted gross income includes federal 
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adjusted gross income from all sources received during the 

period of residency and all interest income from installment 

sales of real or tangible commercial or business property 

located in Montar.a, less the following: 

(i) all interest received from obligations 

Uni~ed States government; 

{ii) all railroad retirement income; and 

of the 

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

federally recognized Indian tribe while living and working 

en a federally established Indian reservation. 

{b) Montana adjusted gross income does not include the 

following unless 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. 

(]) The part-year resident 1 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 f~oM-~onre~ide~t-to-re~ide"~-o~-v~ee 

ver~a of residency status. Ir-a-tax~ay~~-ehange~-k±~-~~attt~ 

frem-tha~-o~-res±dent-te-tha~-o~-nonre~±eent-oL-from-t~at-0£ 

nonre~irlent-to-that-or-re~ide"~-rlttrin9-tne-taxabte-ye6~,--k~ 
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sfta¼¼-£i¼e-e-ret~rft-eover¼ftg-the-£raetteft-ei-tfte-yeer-dttr¼ng 

wh±ch---he--was--a--resident.--~he--exemptions--pro~ided--in 

15-39-lli--~fte¼¼--b@--p~orated--en--~he--ratio--the--Montana 

ad;tt~t~d--g~eee--ineeme--beare--te--f~derai--adjtts~ed--gros~ 

±neeme, A Montana citizen moving out of the state, 

abdndoning his residence in the state, and establishing a 

residence elsewhere must file a return en--the--r~aetienat 

basis. If he obtains employment outside the state without 

then income from such abandoning his Montana residence, 

e□ployment is taxable in Montana.•• 

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

•15-30-135. Tax on beneficiaries or fiduciaries of 

estdtes or trusts. (1) A tax shall be imposed upon either 

th~ [iduciaries or the beneficiaries of estates and trusts 

as hereinafter providedr except to the extent such estates 

and trusts ~ha¼¼-~@ are held for educational, charitable, or 

re~igious purposes, which tax shall be levied, collected, 

an•l paid annually with respect to the income of estates or 

o( 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 dCcumulated in trust for the benefit oE 

u,iburn or unascertained persons or persons with contir.gent 

inr:erests; 
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(c) income held for future distribution under the terms 

of the will or trust; and 

{d) income which is to be 

beneficiaries periodically, whether 

intervals, and the income collected 

distributed to the 

or 

by a 

not at regular 

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 beneflciaries are taxable with 

reference to the income of such estate 

under subsections (a) and (d) of 

or trust. 

subsection 

In cases 

(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 tor th~ taxable year 

of the estate or trust is computed upon 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 

riis\:ribu~ive share of the net income of the estate or trust 

t0~ 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 ta 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 profit-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 purpose of distributing to such employees 

the ear~ings 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 irrevocably payable 

for the purposes and in the manner specified relating to the 

so-called 11 charitable contribution'' deduction) or to the 

payment of premiums upon policies of life insurance under 

which the granter is the beneficiary, such part of the 
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income of the trust shall be included in computing the net 

income of the grantor. 1
' 

Section 14. Section 15-30-136, MCA, is amended to read: 

"15-30-136. Computation of income of estates or trusts 

exemption deductions. (1) Exeep~-e:s-otherw±~e-proT±ded-±" 

th±~-eha~ter7-~gross-±neomeU-0£-este:tes-or-tr~sts-me~"s--e:±¼ 

ineoffle--£roffl--whatever--sottree--derived-i"-the-ta~ab¼~-year7 

tne±ttdtng-bttt-not-½tm±terl-to-the-Eo½½owing-±tems~ 

tat--a±,,.idends;

fbt--±ntere~t-r~ee±Yerl-or--aeertted,--±ne½ttding--±nterest 

reeeived--on--ob±±gations-0£-another-~tate-or-terr~tory-or-a 

cottnty,---m~nie±pa¼±ty,---d±str±e~7---or---other---po¼±t±es± 

subrl±v±s±on-thereo£,--but--exe~udin9--¼nterest--ineome--£rom 

ob¼ige:tion~-0£-:-

t±t--the--~n±terl--States--government--or--the--state--of 

Morttarta7 

t±±t-a-sehoo¼-distriet;--or 

t±±±t-a---eouney,---mun±e±pe:~±ty7---d±str±et,--or--other 

~e~±tiea~-sttbrliYi~±o~-of-th~-~tate; 

tet--irteoffle-£rom-~artnersh¼~s-and-other-£±d~e±ar±e~, 

tdt--gross-rents-and-roya¼t±es, 

tet--gai"-Erom-sa¼e-or-exehe:nge-of--property,--±ne¼ttdinq 

the~e--gain~-the:t-are-exe~ttded-Erom-gro~s-income-Eor-federa¼ 

Ei~~ei~~y-tnenme-ta~--p~rpo~e~--by--~eetior.--64itet--o£--~he 

tn~e~neT-Re~en~e-Eo~e-oE-¼954 7 -as-amended~ 
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tft--9ross-pro£tt-£rom-trade-or-btts¼ness~-and 

tqt--~e£ttnds--r~eo~ered--o~--£edera½--±neoffle-ta~,-to-the 

extent-the-dedtte~±on-0£-sceh-tax-~e~tt¼ted-±n-a-redttet±on--0£ 

Montana-¼neome-ta~-¼iabi¼¼tyT 

t%t--rn--eompttt±nq--net--±neome,--there--are--a¼¼owed-6s 

deductions~ 

tat--±nterest--expenses--dedttet±b¼e--£or---£edera¼---tax 

pttrposes--aeeerd±nq--to--seet±on-¼63-of-the-Tnterna¼-Re~entte 

eode-0£-¼9547-a~-afflended~ 

tbt--taxes-~a±d-or--aeertted--w¼thin--the--taxab¼e--yea~, 

ine¼ttding--bct--not--¼imited--to--federa¼--ineome--tax,--bat 

exe¼ttdin9-Montana-±ncome-tax7 

tet--that---£idttciaryis---portion---o~--depreeiation--or 

deptetion-whteh--is--dedttetib¼e--£or--£edere½--tex--pttrposes 

eeeor~±n9--~o--seetions--¼6~7--6¼¼,--end-64%-o£-the-~nte~ne¼ 

Reventte-eode-of-¼954,-es-emended; 

tdt--cheritab¼e-eontr±bttt±ons-thst--are--dedttet±b±e--for 

£ederat--tax--pttrposes--eeeording--to--seetion-64itet-of-~he 

fnterne¼-Re~entte-eode-o~-¼954,-es-amended; 

tet--edm±nistret±~e-expenses-e¼e¼med-for-fe~era¼--±~eoffle 

tex--pttrposes,--aeeording--to-sect±ons-~¼%-end-64~tgt-of-the 

fnterne¼-Revenae-Eode-0£-¼95◄7-es-smended,-±£-sueh--expenses 

were--not--e¼a±med--as--a--dedttction-in-t~e-determ±nstion-0£ 

Mentana-inher±tenee-tex; 

tft--¼osses--from--f±re,--s~orm,--s~±pw~ee~,--o~---othe~ 
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eestta¼ty-or-from-theft,-to-the-extent-not-eompenseted-for-by 

insttrenee--or-otherw±se,-that-ere-dednetib¼e-for-federa¼-tax 

parposes-eeeordin9-to-seet±on-¼65-o£--the--rnterna¼--Re~entte 

eede-of-¼9547-es-emended; 

tqt--net--operatinq--¼oss-dedttet¼ons-a¼¼owed-for-federa¼ 

ineome-ta~-ttnder-seetion-64itdt-of-the-rnterna¼-Reventte-eo~e 

of-l95◄,-as-emended7-exeept-estates--may--no~--e¼eiffl--¼osses 

~hat-ere-dedne~±b¼e-on-the-deeedentis-f±na¼-retttrn; 

tht--a¼¼-benefits,-not-±n-exeess-of-S3,6887-reee±~ed~ 

t±t--es-£edere¼-emp¼oyee~i-ret±rement; 

t±±t-as--retirement--£rom--pttb¼±e--emp¼o7ment-±n-a-st~te 

other-then-Monte~e~-or 

t±±±t-es-en-enntt±ty,-pens±on,-or-endowment-ttnder-pr±vate 

or-eorpo~ate-retirement-p¼ans-or-systems; 

t±t--e¼¼--bene~±ts--pa±d--tt~der--the--Montana--teaehersi 

ret±rement-system-that-ere-speeif±ed-es-ewempt-from-taxat±on 

by-19-4-1067 

tjt--a¼¼--benef±ts--pe±d--~nder---the---Montsna---Pttb¼±~ 

Bmp¼oyees 4 --Ret±rement--System--Aet--that--are--~pee±£±ed-as 

exempt-£rom-texetion-by-¼9-3-r85; 

tkt--a¼¼-be"ef±ts-pa±d-~nder-the-Montana-h±ghway--patro¼ 

off±eersi--ret±refflent--~ystem--that--are-spee±~±e~-as-exempt 

frem-ta~atie"-by-19-6-1857 

t¼t--Mentana-income-tax-refttnd~-e~-~redi~~-~~ereef; 

tmt--a¼¼-benef±t~-pa±d-ttnder-t9-¼~-60?.,--t9-rr-6&4,--and 
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}9-½!-685-t~-retired-aftd-d¼9a~¼ed-f¼remen-or-their-9ttr¥ivinq 

spoHaee-or-eh¼ldren~ 

tnt--a½¼---benefits--paid--ttnder--the--mttnieipa¼--po¼ice 

officersL-retirement-syetem-that--are--speeified--as--exempt 

from-toxot~on-8y-l9-9-l085~ 

t3t--fn--the-ease-of-a-shareho½der-of-a-eorporation-with 

respeet-to-whieh-the-e¼ection-pro•ided-fer-ttnder--sttbehapter 

s.--of--the-fnterna¼-ReYentte-eode-of-½95◄,-as-amended7-is-in 

ef£eet-bttt-wtth-respeet-to-whieh-the-e¼ection--prov±ded--for 

ttnder--¼S-3½-~0i--¼s--net--in--effect,--net--ineeme-does-not 

ine¼ttde-any-part-e£-the-eorporationLs-andistr¼bttted--~axa~½e 

ineome7 --net--operat¼~g--½os~,-~apital-gain9-or-other-geins, 

prof±ts,--~r--¼osses--re~tt±red--to--be---±ne½ttded---±n---the 

9ha~eho½der~s-£edera¼-¼neoffle-tax-net-ineome-by-reason-0£-the 

e¼eetion--ander-stthehapter-S.-However 7 -the-sharehoider~s-net 

±neome--sha!¼---¼ne½ttde---aettta¼---distr±bHtioft---£rom---the 

eorporation--to--the--extent--it-wott¼d-~e-treated-as-taxah½e 

d±v±dends-tf-the-sttbehapter-s.-e¼eetion-were-not-±n--e££eeto 

The Montana taxable income of an estate or trust is its 

federal taxable income as provided by the Internal Revenue 

Code, including interest received on obligations of another 

state or a political subdivision thereof, reduced by 

interest received fro~ obl!..9.ations of the United States 

government. 

t4tJ1.l The-rellewtftg-odditionol-dedttetions-sholl--be ~ 
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deduction is allowed in deriving taxable income of estates 

and trusts~ 

tat--eny for the amount of income for the taxable year 

currently required to be distributed to beneficiaries for 

such year;.:. 

t~t--any-other-amottnt9--proper½y--paid--or--eredited--or 

reqtt±red-to-~e-d±str±~ttted-£or-the-taxab¼e-year~ 

tet--the--aMottftt--0£--68%--0£--the--exeess--0£--the--ne~ 

½eng-term--eap±ta½-gain-o¥er-the-net-short-te~ffl-eap±ta¼-¼ess 

£or-the-taxab¼e-year. 

t5t--The-exem.ption-a¼¼owed-for--est~tes--and--trttsts--is 

thet-exemptieft-provided-in-t5-30-llrtrttot-eftd-l5-30-ttztBt7 

t6t--A---trttst---or---estate--exe½ttd¼ng--~ene£its--ttnder 

sttbseet+ons-tztt+t-throttgh-trttl<ty-tzttmt,-er-tittnt-may-ftot 

exetttde-benerits-dese~ibed-in--stt8seetion--tzttht--rrom--net 

±neome-ttn½ess-the-~ene£±ts-reee±Ted-ttnder-stt~seetions-t~tt±t 

thrott9h--tittl<t7--frttmt,-or-trttnt-are-less-thon-$376887-in 

wh±eh-ease-the-trttst--or--e~tate--m~y--eombine--benef¼ts--to 

exe¼ttde-ttp-to-a-tota½-o£-$-3-,699-£rom-net-±fteoffle-:-" 

Section 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 ~ha¼½--~e are, from the time they are due and 

payableL a personal debt from the person or fiduciary liable 

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

interest and penalt-1 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: 

•1S-30-142~ Reettrns Filing of returns and payment of 

taz ---penaity-and-~nterest----refttnds----ered¼ts. (1) Every 

s±ng¼e individual anff-e•ery-fflarr±ed-±nd±~±dtta¼-not-f±¼±n~-a 

jo±nt-retttrn-w±th-h±s-or--her--spotts~--and--hav±n~--a--~ro~s 

±neeme-~or-the-taxae¼e-year-0£-fflor~-tha"-$¼78887-as-adjttsted 

ttnder---the---pro•is±ons--of--sttbseet±on--t~tr--and--marr±ed 

±nff±w±fttta¼s--not--r±¼±ng--separaee--reettrns--end--havinq---e 

eombined--g~oss--¼fteOffle--£or--ehe--eexeb¼e-yeer-o£-Nore-than 

$i7&887-as-edjttseed-ttnder-the-provis±ons-0£--sttbseee¼on--t~t 

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 

thereofT-she¼¼-be is liable for a return to be filed on such 

forms and according to such rules as the department may 

prescribe. ~he--gross--±neome--emo~nts--re£erred--to-±n-ehe 

preeed±ng-sentenee-sfte¼¼-ee-inereesed-ey-$8&8T--as--adjttseed 

ttnder--ehe--pro•¼s±o~s--or--¼5-39-¼¼it~t--and--tBtT-ror-ea~h 

addit±ona¼-persone¼--exempt±on--a¼¼owenee--the--taxpayer--~s 
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entit¼ed---to---c¼a¼m--£or--h¼mse¼£--end--h±s--spettse--ttftder 

i5-3&-iiif3t-and-t4t~-A-nonresident--shaii--be--reqtt¼red--to 

f±¼e--a--retttrn--¼£--h±s--gross--±neome-£or-ehe-texab¼e-yeee 

ffe~¼•ed-from-sottrees-with¼n-Montana-exeeeds--ehe--emottne--of 

the--exempeion-dedtteeion-he-¼s-e"e±t¼ed-eo-e¼eiM-for-himse¼£ 

and-h¼s-spottse-ttnder-the-proYisions--o£--iS-38-iiitit7--f3tT 

snd-t4t7-as-prorated-aeeording-to-i5-38-iiit6t~ 

(2) fn--aeeordanee--v¼eh--¼nstrttee±ons-set-£oreh-by-the 

depar~men~7 -e•ery-te~payer-vho-±s-m.arr±ed--and--¼i•ing--w±eh 

httsbeftff-or-w¼£e-eftd-±s-reqttired-eo-£±¼e-a-reettrn-may7-ae-h¼s 

or-her-ope¼on7-£i¼e-e-;o±ne-re~ttrft-w¼th-httsbend-or-w±£e-even 

ehottgh--one--of--the--spottses--hes--ne¼ther-gross-ineoffle-nor 

dedttct±onsT-Yf-a-joine-reettrn-¼s--mede7--the--eex--she¼¼--be 

eompttted--on--the-aggregate-taxabie-ineome-and-the-i±ab±i¼ty 

w¼th-respeet-to-the-tax-shaii-be-;o¼nt--and--eeYerai~--yf--a 

,o¼nt--retttrn-hes-been-£iied-£or-e-eexee¼e-yeerT-ehe-spottses 

mey-not-£¼¼e-seperete-reettrns-a£eer-ehe-e±me-£or-£±¼ing--ehe 

reettrn--0£--e±ther--hes--e~p±red--ttn¼ess--the--deperemene-se 

consenes 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 is unable 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 o[ 

the person or property of such taxpayer. 
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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-J0-202 

and/or any payment made by reason of an estimated tax return 

provided for in 15-30-241~-previded,-hew~ver, 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 $1 the amount of income tax as 

computed, the taxpayer sha¼¼-be is entitled to a refund of 

the excess. 

(5) As soon as practicable after the return is filed, 

the department shall examine and verify the tax. 

16) 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-annt1ffl 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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t~t--By-Ne~ember-¼-0£-eaeh-year,--the--de~artme~t--9ha¼¼ 

m~¼tip¼y--t~e--minimttm--amettnt-of-9ross-±ncome-"eees9itatiftg 

the-£i¼ing-ef-e-retttrn--by--tne--±n£¼at±on--faeter--£or--tne 

taxab¼e--yea~.-~hese-adj~sted-emottnts-are-e£feetive-~er-tnat 

texeb¼e-year,-end-~ersens-~avinq--gross--±neomes--¼ess--tna" 

the~e-adj~sted-ame~nts-are-net-reqtt±red-te-£i¼e-a-ret~rn~ 

f8t--Tndividtta¼--i~eeme--tax--£orms--distribttted--by-the 

department-tor-each-taxab¼e-year-mttst--eentain--iftstrttctio~s 

and--tab¼es--based--on--the-adjttsted-base-year-str~ct~re-£or 

tnat-taxab¼e-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 

15th day of the 

made to the department on or before 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 of the obligation to make any return 
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requi~ed under this law. BTery-~axpayer--¼iab¼e--£er--a--~ax 

ttnder-~his-iaw-shai~-pay-a-min¼■ttm-~aw-ef-$¼o 

(2) ~n-aa~ema~¼e-6-meft~h-extens¼en-ef-~ime-fer-fi¼ing-a 

return--¼s--a¼¼ewed7-preT¼ded-~ha~-eft-er-befere-~he-dtte-da~e 

e£-~he-re~ttrn7-an-app¼¼eat¼on-¼s--made--en--£erffls--ava¼¼ab¼e 

fre1ft--~he--depar~men~--er--±n-wr±~in9-~e-~he-depar~ment• The 

person making the return may obtain an automatic 2-month 

extension of time for filing a return, subject to the 

followins..;_ 

(a) 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 applicant'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. 

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

income tax return is not an extension of time to 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% 
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or more, he is liable for E!nalties and interest under 

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

P! The de12artment shall grant an ap:Qlication 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, MCJ\, is amended to read: 

"15-30-146. Tolling of statute of limitations. The 

running of the statute of limitations provided for under 

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 signed 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 chang~s in federal 

taxable incom@ or an amended return as required by 
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15-30-304, the statute of limitations shall not apply until 

5 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 adj~sted-9ross 

Montana net taxable income stated in the return, the statute 

of limitations shall not apply for 2 additional years from 

the time specified in 15-30-145." 

Section 19. Section 15-30-162, MCA, is amended to read: 

•is-30-162. Investment credit recapture. t¼t-~here-ts 

a¼¼owed-as-a-ered±t-aga¼"st-the-tax-±mpo9ed-by--l5-38-¼83--a 

~eree"tage--0£--the--ered±t--al¼owed-w¼th-respeet-to-eerta¼n 

de~ree±ab¼e--pro~erty--tl"deP--seetien--3B--e£--the--Tnterne¼ 

ReYenHe-eode-ot-¼954,-as-emended,-er-as-seet±on--38--Mey--be 

renttfflbered--or-amendedT-Hewever,-reheb±¼itet±on.-eosts-as-set 

!orth-ttnder-5eet¼on-46tattittet-or-the-~nternal-Re~entte-€ode 

e£-¼9S4,-er-as-seet±on--46tattitfft--ffley--be--renttMbered--or 

amended,--are--not--te-be-±ne¼cded-±n-the-eomptttat±o"-0£-the 

investme"t-ered±t.-~he-ered±t-±s-a¼¼ewed--£or--tfte--pttrehase 

and--±"sta¼¼atio"--e£--eertain-gtta¼±fied-property-def±ned-by 

seet±en.-38-oE-the-t"terna¼-Reventte-eode-e£-¼9547 -as-amended7 

±£-the-preperty-meets-e¼¼-ot-the-fo¼¼ow±"~-qtta%i£±eet±ons~ 

ta+--±t-was-~¼eeed-±n-~er~±ee-i"-Montana;-and 

tbt--±t-was-ttsed-for-the-prodttetien-0£-Montana--a~;~~ted 

grese-1:n.eemeT 

-45-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0954/01 

fit--~he--emott"t--ot--the-eredit-a¼¼owed-tor-the-taxeb¼e 

year-ie-5l-of-the-amott"t-o£-eredit-determined-tt"der--seetio" 

46tettit--of--the-Tnter"a¼-Reye"tte-€ede-o£-l9547 -es-effle"ded, 

or-as-seet±o"-46tattit-mey-be-renttfflbered-or-emen.ded, 

t3t--Hotw±thstandi"g-the-preY±s±ons-o£--sttbseetie"--fit, 

the--±nvestment--eredit-a¼¼owed-ror-the-~exeble-yeer-may-n.ot 

e~eeed-the-taxpayeris-tex-¼iab1:lity-£or-the-taxab¼e-year--or 

$5&&,-whiehever-is-¼ese, 

t4t--tf--property--£or--wh±eh--a"--i"vestmen.t--eredit-is 

ela1:med-is-ttsed-both-±"s±de-e"d-ottts±de-th±s-state7--o"¼y--a 

port±o"--0£--the--ered±t--±s--a¼¼ewed.--~he--eredit--mttet-be 

apport¼o"ed-aeeord±"9-te-a-Eraet±on-the-nttMereter--0£--w~ie~ 

is--the--"ttmber-0£-deys-dcring-the-taxab¼e-year-the-preper~y 

was-¼oeated-±n.-Mo"ta"a-a"d-the-den.offl±"e~er-0£-wft±eft--±e--t~e 

n.ttmber--e£--days--dttr±ng-the-taxab¼e-yeer-the-taxpayer-ow"ed 

the-pro~erty.-~he-i"vestme"t-ered±t-may-be-epp¼ied--on¼y--te 

the--tax--¼iabi¼ity-0£-the-ta~payer-who-~ttrehases-e"d-p¼eeee 

±"-serYiee-the-property-£er-whieh-a"--i"Yestmen.t--ered±t--ie 

e¼a±med.--~~e--ered±t--fflay--not-be-e¼¼oeeted-betwee"-spettee9 

ttn.~e~s-the-~roperty--is--tt~ed--by--a--partn.ersh½p--or--eme¼¼ 

btts±"ess---eerperat±en---or---whieh--they--ere--pert"ere--or 

shareho¼dersT 

t5t--~he An investment credit e¼¼owed--by--tfti~--~eet¼en. 

taken by the taxpayer pursuant to this chapter is subject to 

recapture as provided for in section 47 of the Internal 
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Revenue Code e£-¼%◄y-as-amended7-tH""-as-s~e~ioft--◄~--may--be 

r@nnahered-er-amt!ft~ed.N 

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

"15-JD-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided 

deputy, 

employee 

by law, it is unlawful for the department or any 

assistan-t, agent. clerk, or other officer or 

to divu.lg.e or make known in any manner the a.mount 

of income or any particulars set forth or disclosed in any 

report or return required under this chapter or any other 

information secured in the administ·ration o-f thi.s .cha-pte,r. 

It is also unlawful to divul.ge or make 'known in any manner 

any federal return or federal return infor-ma-tion disclosed 

on any return or report required by rule of the department 

OT under this chapt-e-:r. 

( 2) The office.rs charged with the custody of such 

reports and returns ~hall not be required to produce any of 

them or evidence of anything contained in them in any action 

or proceeding in any court, except in an¥ action or 

p·roceeding to Which the department is a party under the 

pt"-ovisions of this chapter ox any other :tax.:ing act o.r 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 sh04iln thereby are directly involved in such 

action or proceedings, in eithe.r of which .events the court 

-47-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

l9 

20 

2J. 

22 

23 

24 

25 

LC 0954/01 

may require the production of and may admit in evidence so 

much of said reports or of the facts shown thereby as are 

pertinent to the action or proceedings and no more. 

(3) Nothing herein shall 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 

a.nd the items thereofr or 

(cl the inspection by th,e attorney general or other 

legal representa-tive of t.he s-tate of the report or return of 

any taxpayer who shall bring action to set aside or review 

the t.ax based the~eon or against whom an action or 

p.ro,ceeding has been instituted in accordance with the 

provisions of 15-30-311 and 15-30-322. 

( 4) lleports and ret11rns shall be preserved for 3 years 

and t-hereafter until the de.partment orders them to be 

destroyed. 

( 5) Any offense against subsections ( lJ ,tnrough ( 4) of 

this section s.h.all be punished by a fine not _e~ceeding 

$1., 000 or by imprisonment in the county jail .not exceeding 1 

year, o-r both, at the discretion of the cour-t, and if the 

offender be an officer or employee of the state, he shall be 

dismissed from office and be incapable of holding any public 
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office in this state for a period of l 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 officer 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 a~y 

return or disclosed by the report 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 United 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) ~e---~he--depar~men~--0£--;~9~*ee--a¼l--in£ormation 

neee~ss~y-~e--±den~ify--~he9e--per~e"s--qtte¼*£yin9--£or--the 

edd*~iene±-exemp~~on-£or-b¼indne~~-ptt~sttan~-~o-¼5-38-¼¼it4tT 

fer--t~e--p~r~e~e--o£--enBb¼ing-the-depar~men~-of-jtl3tiee-to 

admin±~te~-~he-previ~ien~-0£-6¼-S-¼05; 
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tbt 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: 

tetfil to the department of fish, wildlife, and parks 

specific information that is available from income tax 

returns and required under 87-2-102 to establish the 

residency requirements of an applicant for hunting and 

fishing licenses; and 

tdt~ to the board of regents information required 

under 20-26-1111." 

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

"15-30-321. Penalties for violation of chapter. (1) If 

any person, without purposely or knowingly violating any 

requirement imposed 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 return), 

there shall be imposed a penalty of 5% of any balance of tax 

unpaid with respect to such return as of its due date,--btt~ 

*n--no--event-~hall-~he-~ene±~y-£er-fe~±ttre-~e-£i±e-e-re~tt~n 

by-i~~-dtte-d~~e--be--¼ess--~"en--$5 or $10, whichever is 

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

unpaid with respect to Lhe return must be assessed for each 

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

department may abate the penalty if the taxpayer establishes 

that the failure to file on time was due to reasonable cause 

and was not due to neglect on his part- If any person, 

without purposely or knowingly violating any requirement 

imposed by this chapter, fails to pay any tax on or before 

its due date tdete~mi~ed-w¼~ft-~ega~d-te-e~-e~Ceft~ieft-eP-~ime 

~raftted--fer-~i½in~-the-retttrnt, there shall be added to the 

tax a penalty of ¼8t 5\ of sa%d the taxT-bot-not--±ess--~h~n 

,s,--snd--interest. In addition, a :eenalt::t:: of 5% of the 

deling;uent tax must be assessed for each 30-da;i: period 

during which the tax remains unpaid following notification 

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

accrue on the tax at the rate of 9%-~e~-s~n~m 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 reasonable cause 

and was not due to neglect on his part. 

12) If any person fails, purposely or kno.wingly 

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, thece 

shall be added to the tax an additional amount equal to 25% 

thereof, but such additional amount shall in no case be less 

than $25, and interest at 1% 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 

officer 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 requiced by or under the 

provisions of this chapter or who, with like intent, 

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 guilty of a misdemeanor and 

shall upon conviction be fined not to exceed $1,000 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 

25 information has no~ been supplied. 
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(5) The department may not assess any penalty until the 

penalty equals $10 or more for any one 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 or 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% tneree£~-previded7-nowe~erT-~~a~ 

fte-deE±e±eftey-~ena±~y-sna¼~-be-~e~~-~~an-$i of the tax. In 

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

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

unpaid following notification of delinquency, with a maximum 

30% penalty .. Interest will be computed at the rate of 9%-per 

a~~om 3/4 of 1% per month or fraction thereof 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 

due as distinguished from the due date as it may have been 

extended to the date of payment. 

(2) If 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 arr.o~nts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on 

of an employee if the assistance is furnished 

behalf 

by a 

registered or licensed day-care provider and pursuant to a 

prog~am that meets the requirements of section 89(k) and 

129(d)(2) through (6) of the Internal Revenue Code. 

(2) (a) The amount of the credit allowed under 

subsection (l} is 15% of the amount paid or incurred by the 

employer during the taxable year, but the credit 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 of section 2l{e}(3) and 

(4) 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 utilization and 

the value of the services provided. 

(3) An amount paid or incurred during the taxable year 

of an employer in providing dependent care assistance ta or 

0n hel1alf o( any employee dces not q~alify fJr ~he credit 

~llowed 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 

behalf of 

to 

provide dependent care assistance to or on 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 Ear services 

not performed within this state. 

(5) If the credit allowed under subsection (1) is 

claimed, the amount of any deduction allowed or allowable 

under this chapter for the amount that qualifies for the 

credit (or upon which the credit is based) must be reduced 

by the dollar 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 upon which the credit allowed under 

subsection ( l) is based 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 employee to whom dependent care 

assistance is provided, '1 wages'' does not include any amount 

excluded under this subsection. Mo~n~~-ex~tod~d-ttftde~-t"ts 
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ettbs~et¼oft-do-ftot-qtta¼¼£y-8s-expeft9es-fo~-w"~eh-a--~edttet¼o" 

¼~-a¼¼owed-to-the-emp¼oyee-ttnde~-¼5-38-¼~¼T 

(7) Any tax credit otherwise allowable under this 

section that is not used by the taxpayer in a particular 

year may be carried forward and offset against the 

taxpayer 1 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 not be carried forward beyond the fifth 

succeeding tax year. 

(8) If the taxpayer is ans 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 

share of the corporation's 

the shareholder's pro rata 

costs 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 

( 1): 

(a) The definitions and special rules contained in 

section 129(e) of the Internal Reven11e Code apply tu 

extent applicable. 
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(b) "Employer 11 means an employer carrying on a 

business, trade, occupation, or profession in this state. 

(c) "Internal Revenue Code 1
' means the federal Internal 

Revenue Code as amended and in effect on January 1, 1989." 

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

"15-31-202. Election by small business corporation. (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 which 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 electio~ under subsection (1) must be made 1n 

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' adjtt~ted-g~o~~ income a~--def±ned--in 

%5-30-%%%. 

(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 8~d-¼5-~%-¼99 is limited to: 

(1) capital investments made after January 1, 1975; 

(2) persons and firms ~oc 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 benefit of 

deduction or credit. ~he-departme~t-of-~eve~tte-~hall-p~ovide 

£o~m~--o~--wh±e~-a-~axpayer-may-epply-£o~-e-taK-e~edi~-ttnde~ 

¼5-~%-¼09T The department of revenue shall approve a 

deduction or credit under 15-32-103 or-r5-3~-l09 w~ieh that 

demonstrably promotes energy conservation or utilizes a 

recognized nonfossil form oE 

department of revenue may refer 
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the department of natural 

its advice, and the 

and conservation shall 

respond within 60 days. The department of revenue may refer 

a deduction or credit involving 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. Section 15-32-203, MCA, is amended to read: 

"15-32-203. Department to make rules. tlt---Tl'le 

dep~rtme"t-0£-re~e"ae-sha¼¼--preser±be--~Hiee--"eeee~a~y--~e 

earry-ott~-the-pttrposes-0£-Ch±s-parC, 

tit 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 

adjttsted--gre~s--i~d±v±dua%--±"eeme--e%%owed--±n---eomptt~±n9 

Ca~aete--±"eome--tt"der--~±t¼e--15,-ehep~er-387-or-from gross 

corporate income allowed in computing net income 11nder Ti~le 

15, chapter 31, part 1, a ~axpayer corporation may deduct 
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h±s its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure ~as not 

otherwise deducted in computing taxable income. 11 

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

"15-32-402. Commercial investment credit 

wind-generated electricity. ( l) An---±nd±~idtta¼7 ~ 

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 qualifying under 

section 38 of the Internal Revenue Code ef-i9547-e~-ame~ded7 

for a commercial system located in Montana which generates 

electricity by means of ~ind power is entitled to a tax 

credit against taxes imposed by ¼5-30-¼03-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 consequence of taxable or 

net income produced by one of the following: 

(a) manufacturing plants located in Montana 

produce wind energy generating equipment; 

that 

{b) a new business facility or the expanded portion of 

an existing business facility for which the ~ind energy 

generating equipment supplies, on a direct contract sales 

basis, the basic energy needed: or 

{c) the wind energy generating equipment in which the 

investment for which a credit is beLng 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 0£-±954;-a~-ame"ded, 

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 ~ith 

existing transmission facilitieSi and 

(d} transmission lines necessary to connect directly to 

the purchaser of the electricity ~hen 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~" 

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

"15-32-405. 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 l5-3S-l6i--snd 

15-31-123 through 15-31-125, may be claimed for the 

investment. Property tax reduction allowed by 15-6-201(3) 

may not be applied to a facility fer which a credit is 

cldimed pursuant to this part.'1 

Section 31. Section 19-3-105, MCA, is amended to read: 
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"19-3-105. Exemption from eaxe9-a~d 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~ 

t¼t subject to execution, garnishment, attachment, or 

any other process~~ 

fit--9ttbjeet-eo-~taee,-eoanty7-er-maftieipa¼-eaxe9-exeepe 

£o~-a-refttnd-~aid-ande~-¼9-3-T93-o£-a-fflember~s-eone~ib~e~ons 

p¼e~ed-tt~-by-an-effl~¼oye~-afee~-dtt"e-39,-¼985,-a9-p~ovided-±" 

±9-3-TS¼7-o~ 

t3t 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 eaxaeio"-and legal process. 

The pensions, annuities, or any other benefits accrued or 

accruing to 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 

are~ 

t¼t exempeed-£rom-a~y-9ea~e,-eo~"ey,-or--mtt"±eipa½--eax 

0£--tne--staee-0£-Mo"ea"a-exeepe-re~-a-w±ehdrawa½-paid-tt"der 

±9-4-603--or--a--member~~--eo"e~ib~~i~~~--~ieked--tt~--by--a~ 

emp¼oyer-afee~-Ott"e-397-¼985,-as-~~o~i~e~-i"-¼9-4-69~; 

tit not subject to execution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 
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other process; and~ 

t3t unassignable except as specifically provided in 

this chapter.'' 

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

"19-5-704. Exemption from taxes-a"d 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 ~~ai¼-be is exempt from any sta~e-or-mu"ieipa½-tax-a"d 

~rem levy, sale, garnishment, attachment, or any other 

process whatsoever and ~"a½½-ee is unassignable except as 

specifically provided in 19-5-705. 11 

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

"19-6-705. Exemption from ~a~e~-a"d 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-:-

t¼t--exempt--trem--eny--eeete7--eett"ty,-er-manteipe:¼-eex 

exeep~-ter-a--retttnd--~eid--ttnder--~9-6-483--et--e--member~~ 

eentribueiens--pie~ed-ttp-by-an-emp~eyer-e~ter-dan~-38;-¼995; 

as-prewided-i"-t~-6-49i, 

t%t exempt from levy, sale, garnishment, attachment, or 

any other process~ and 

t3t is unassignable except as specifically provided in 

19-6-706.'' 

Section 35. Section 19-7-705, MCA, is amended to read: 
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Rl9-7-705. E.zemption from taMes-end 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-:-

t¼t--exempt-trem-eny-s~ate7--eettnty,--er--fflttnieipe½--teM 

eMeept--ter--e--~etund--pe¼d-ttnd~~-¼9-T-394t¼t-e£-a-member~s 

eentribctiens-pie~ed-ttp-by-en-emp½eye~-atter-dane-38;--¼985; 

as-pre~ided-in-¼9-T-493~ 

tit exempt from levy, sale, garnishment, attachment, or 

any other process~ and 

t3t is unassignable except as specifically provided in 

19-7-706." 

Section 36. Section 19-8-805, MCA, is amended to read: 

"19-8-SOS. EJCemption 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-:-

t¼t--exempt--trom--any--stete,--eettnty7-er-mcnie¼pai-tax 

exeepe-ter-e-retcnd-paid--cnder--19-8-593--et--the--memberis 

eentribct¼ens--pie~ed-ttp-by-en-emp¼eyer-etter-dcne-397-¼9857 

as-preYided-i"-½9-8-59i, 

t%t exempt from levy, sale, garnishment, attachment, or 

any other process~ and 

t-3t is unassignable except as specifically provided in 

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

Rl9-2l-212. Exemption from taxation, legal process7 and 

assessments. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

tTt--exem~t-~rom-any-~tate,-eottnty,-or-m~niei~ftT-tex~ 

titl!.l not subject to execution, garnishment, 

attachment, or other process; 

t3t ill not covered or assessable by an insurance 

guaranty association; and 

t4t11.l unassignable except as specifically provided in 

the contracts.,. 

Section 38. Section 67-11-303, MCA, 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 

facilities; 

airport or air navigation facility or 

(b) taxes levied pursuant to 67-11-301 or other law for 

airport purposes; 

(c) grants 

government; or 

or 

(d) other sources. 

contributions from the federal 
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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 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 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 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 source 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 political subdivision w¼t"*"---t"e--meaning--0£ 

15-39-lllt~ttat for purposes of tax exemption 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, app[Opriated 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 ~hat at any time a 

deficiency is 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 of 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 

of, 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 the 

principal amount and purpose of the bonds and the substance 

of the covenant respecting deficiencies. No such resolution 

becomes effective until the question of its 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 question have voted in favor thereof, 

The notice and conduct of the election is governed, to the 

extent applicable, as provided for municipal general 

obligation bo-nds in Title 7, chapter 7, part 42, for an 

election called by cities and towns, and as provided for 

county general obligation bonds in Title 7, chapter 7, part 

-68-



1 

2 

3 

4 

LC 0°54/0.7. 

22, for an election called by counties. If a majority of the 

electors voting thereon vote against approval of the 

resolution, the municipality has no authority to make the 

covenant or to levy a tax for the payment of deficiencies 

5 pursuant to this section, but such municipality or authority 

6 may neve[theless issue bonds under this chapter payable 

7 solely from the sources referred to in subsection {l) 

8 above. 11 

9 

10 

11 

12 

13 

14 

15 

NEW SECTION. Section 39. Repeal.er. 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, MC.A, are 

repealed. 

NEW SECTION. Section 40. Codification instruction. 

16 [Sections B and 11) are intended to be codified as an 

17 integral part of Title 15, chapter 30, part 1, and the 

1B provisions of Title 15, chapter 30, part 1, apply to 

19 [sections 8 and 11). 

20 NEW SECTION. Section 41. severability. If a part of 

21 [this act] is invalid, all valid parts that are severable 

22 from the invalid part remain in effect. If a part of [this 

23 act} is invalid in one or more of its applications, the part 

2~ remains in effect in all valid applications that are 

25 severable from the invalid applications. 
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NEW SECTION. Section 42. Retroactive applicabil.ity. 

[This act) applies retroactively, within the meaning of 

1-2-109, to taxable years beginning after December 31, 1990. 

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. 

DESCRIPTION OF PROPOSED LEGISLATION: 

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. 

ASSUMPTIONS: 

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 energy 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 ITE, 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 FIE. 
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 include~ one 
personal computer. 

FISCAL IMPACT· 

see next page 

d\J~- z-2z-cr1 -~ _cl I 
ROD SUNDSTED, BUDGET DIRECTOR DATE DATE 
Office of Budget and Program Planning 

Fiscal Note for HBO'l59, as introduced H/3 9S'Cf 



Fiscal Note Request, HB0959 as incroctuced 
Form BD-15 
Page 2 

FISCAL IMPACT· 

Expenditures: 
F.T.E. 
Personal Services 
Operating Expense 
Equipment 

Total 
Funding: 
General Fund 

Revenues; 
Individual Income Tax (01) 

Impact to General Fund 

TECHNICAL NOTES: 

Cui;:i;:ent J&w 
0 
0 
0 

0 

0 

311,176,000 

FY '92 
Pi;:opgsed J&w 

1.45 
87,085 

(7,063) 
2,000 

82,022 

82,022 

387,082,000 

FY '93 
Diffe:i;ence Cyq:ent J&w Pi;:oposed J&w Q..ifference 

1.45 0 ( 1. 28) ( 1. 28) 
87,085 0 (28,655) (28,655) 
(7,063) 0 (73,493) (73,493) 
l...QQQ 0 0 0 

82,022 0 (102,148) (102,148) 

82,022 0 (102,148) (102,148) 

75,906,000 327,201,000 408,448,000 81,247,000 

75,823,978 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 15, lines 8 
and 10, 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 
taxation. 

Subsection (3) of Section 9, on page 25 is not understandable. 

ll4fN 



SENATE STANDING COIUII'l"l'EE REPORT 

MR. PRESIDENT: 

Page l of 2 
April 29, 1991 

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. Strike: House Committee of the Whole amendments in their 
entirety 

Amend House Bill 959 as follows: 

l. Title, lines 5 through 9. 
Following: "; 11 on line 5 
Strike: remainder of line 5 through line 9 in its entirety 
Insert: "PROVIDING THAT TO BE ELIGIBLE TO APPLY FOR AN EXTENSION 

OF TIKE 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 l3 
Strike: remainder of line l3 through "19-13-1003" on line 21 

4. Title, line 22. 
Strike: "AN IMMEDIATE" 
Following: "EFFECTIVE .. 
Strike: .. OATEN 
Insert: "DATES" 

s. 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. Ti- for filing -- eztensions of tiae. (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 
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are true. Blank forms of return shall be furnished 
department upon application, but failure to secure 
not relieve any taxpayer of the obligation to make 
required under this law. Every taxpayer liable for 
this law shall pay a minimum tax of $1. 

Page 2 of 2 
April 29, 1991 

by the 
the form shall 
any return 
a tax under 

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

_w on or before the due date of the return, an application 
is made on forms available from the department or in ~riting to 
the department; and 

bl the applicant has 
withholdin and 
withholding tax 95\ Of-the current-year's 00\ 
of the previoiisyeir is tax lTabiITty:~ 

NEW SECTION. Section 2. Appropriation. There is 
appropriated from the general fund to the department of revenue 
$108,225 for fiscal year 1992 and $78,705 for fiscal year 1993 to 
implement the provisions cf [this act]. 

NEW SECTION. Section 3. Coordination instruction. In any 
bill referring to Senate Bill No. 461, the reference to Senate 
Bill No. 461 is changed to House Bill No. 959." 
Renumber: subsequent sections 

6. Page 70, line 2. 
Strike: ''This act" 
Insert: ''Section 1 11 

7. Page 70, line 4. 
Strike: "date'' 
Insert: ''dates'' 
Following: ". 11 

Insert: ~(l) Except as provided in subsection (2}," 
Strike: '1This'1 

Insert: ''this" 

8. Page 70, line 6. 
Insert: "12) (Section 2] is effective July l. 1991." 

Signed: ;/.,.. ~~ ,.l ,(½<,rf_::::;::~,,:f.:.=:_._ 

( /- -1:.:,....~?1· 
~ ,: ,, ~: Coord. 

56' ,Y-~:p ~/ "3: {k) /"n, 
Sec. a Senate SENATE 

\\lo<\~ 
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HB 0959 

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 AND WITHHOLDING TAX 95 PERCENT OF THE CURRENT YEAR'S TAX 

I ' 
LIABILITY OR 100 PERCENT OF THE PREVIOUS YEAR'S TAX LIABILITY; 

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 l~-30-144, MCA, is amended to read: 

•15-30-144. Time foe filing extensions of time.. { 1) 

Returns shall be made to the department on oc before the 15th day 

of the 4th month following the close of the taxpayec'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 of the obligation to make any return required under 

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

~-"·' ..... ,.,, .. '"""" 
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a minimum tax of $1. 

(2) An automatic 6-month extension of time for filing a 

return is allowed, provided that~ 

ill on or before the due date of the return, an application 

is made on forms available from the department or in writ1ng to 

the departme~t; 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 previous year's tax liability.'' 

Section 2. Appropciation. There is appropriated from the 

general fund to the department of revenue $108,225 for fiscal year 

1992 and $78,705 for fiscal year 1993 to implement the provisions 

of {this act]. 

Section], Coordination instruction. In any bill referring to 

Senate Bill No. 461, the reference to Senate Bill No. 461 is 

changed to House Bill No. 959. 

Section~- Retcoactive applicability. [Section l] applies 

retroactively, within the meaning of 1-2-109, to taxable years 

beginning after December Jl, 1990. 

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

subsection ( :2), I this act l is effective on passage and approval. 

( 2) (Section 2] is effective July 1~ 1991. 
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