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IN,TRODUCED BY F-~.~12·11u1~ 
• :-1 l 

t< -------
A BILL FOR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 

STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX 

BASED ON A PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON 

MONTANA TAXABLE INCOME; AMENDING SECTIONS 7-14-1133, 

7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-125, 

15-30-128, 15-30-162, 15-30-241, 15-30-303, 15-30-323, 

15-31-131, 15-31-202, 15-32-303, 15-33-106, 19-3-105, 

19-4-706, 19-5-704, 19-6-705, 19-7-705, 19-8-805, 19-21-212, 

53-6-111, AND 67-11-303, MCA; REPEALING SECTIONS 15-30-103, 

15-30-105, 15-30-108, 15-30-110, 15-30-111, 15-30-112, 

15-30-113, 15-30-114, 15-30-115, 15-30-117, 15-30-121, 

15-30-122, 15-30-123, 15-30-126, 15-30-131, 15-30-132, 

15-30-135, 15-30-136, 15-30-137, 15-30-142, 15-30-143, 

15-30-156, 15-30-157, 19-9-1005, AND 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, 

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

"7-14-1133. Bonds and obligations. (ll Except for 

providing financial support to a private development 

organization, including a corporation ocganized under Title 
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32, chapt~r 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 

government~ or 

or 

(d) other sources. 

contributions from the federal 

(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 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all act1~n necessary and 

possible to impose, maintain, and collect rates, charges, 

rentals, and taxes, if any are pledged, Sl1EEicient to make 

the revenu~s from the pledged source in sue~ year at least 

equal to the dffiJunt of principal and interest due in tnat 
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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. 

14) Bonds issued by an authority, county, or 

municipality 

declared to 

pursuant to 

be issued 

the provisions of this part are 

for an essential public and 

governmental purpose by a political subdivision within the 

meaning of iS-38-iiitrttat [section 6(2)(c)J. 

(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 

interest and to create and maintain a reserve for the bonds 

may be paid from any 

prior to the payment of 

revenues referred to in this part, 

current costs of operation and 

maintenance of the facilities. 

( 6) Nothing in this section or 7-14-1134 may be 

-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 0389/01 

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. Bonds 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 

the meaning of 15-39-iiitittat [section 6(2)(c)]." 

Section 3. Section 13-37-218, MCA, is amended to read: 

"13-37-218. Limitations on receipts from political 

committees. l.!J.. A candidate for the state senate may receive 

no more than $1,000 in total combined monetary contributions 

from all political committees contributing to his campaign, 

and a candidate for the state house of representatives may 

receive no more than $600 in total combined monetary 

contributions from all political committees contributing to 

his campaign. The foregoing limitations shall be multiplied 

-4-
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by the inflation factor as defined in ¼5-38-¼8tt8t 

subsection (2) for the year in which general elections are 

held after 1984; the resulting figure shall be rounded off 

to the nearest $50 increment. The commissioner of political 

practices shall publish the revised limitations as a rule. 

In-kind contributions may not be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

eligible for a primary election under 13-10-601. 

(2) As used in this section, "inflation factor" means a 

number determined for each year by dividing the consumer 

price index for June of the year by the consumer price index 

for June of 1980." 

Section 4. 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 

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 return7--as--~~o•¼ded--in--¼5-39-i4i, 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. 
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(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 5. Section 15-30-101, MCA, is amended to read: 

"15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

t¼t--usase-year-s~rae~ttre•-means-ehe-fo¼¼owing--e¼emenes 

e£-~~e-¼neome-~ax-sertteettre~ 

tst--the--taK--braeftets--esteb¼ished--in--¼5-38-¼837-bttt 

anadjttsted-by-sttbseet±en-t~t-ef-¼5-38-¼837-in-effeet-en-attne 

38-ef-ehe-taxab¼e-year; 

tbt--e"e--exemptions---eeftta¼fted---±n---lS-36-¼¼~,---ett~ 

ttnedjttsted--by--~ttbseetiens--tTt--end--t8t--e£-¼5-38-¼¼i7-±n 

e££eet-on-attne-39-e£-~he-taxab¼e-year; 

tet--efte--maximom---~tandard---dedtte~ion---pro•ided---t~ 

¼5-38-iii,-bat-ttnadjasted-by-sttbseet±on-tit-ef-¼5-38-iii7-±n 

effeet-en-cr~ne-39-0£-~he-taxab¼e-year• 

f%7--ueensnmer--pr±ee--indexu--~eans--~he-eenettffler-pr±ee 

±~de~7-Hn¼ted-Statee-e±ty-avera9e7-for-a¼¼-±teffls7-ttsi~g--the 

i~6~--ba~e--o£--,ee--es--pttb¼±shed--by--the--bttreea-ef-¼abor 

~ta~isttes-of-the-~oSo-departme~e-0£-±abor~ 

t3t LU "Department 11 means the department of ::-evenue. 
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t4t--•Bi•iSend 4 --means--any--dist~i~~tion--made---by---a 

eerperation---o~t---e£---its--earnings--e~--~ref±ts--te--¼ts 

shareho¼ders--or--members7--whether--tn--eash--er--in--ether 

~rer,erty-er-¼n-stee~-ef-the-eor~oration,--ot"er--then--stoe~ 

divide~ds--ae--herein--defined~--~sto~~-d±videndsu-means-new 

steek--isstted,--for--sttr~¼tts--or--proEits--eep±ta¼i~ed,---to 

shareho¼ders-in-proportion-to-their-previetts-he¼d¼nqs. 

tStJ..l.l "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. 

t6t.ill "Foreign country" or 11 foreign government 11 means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

t1t--•eross-±ncome~-means-the--t:axpayer4 s--gross--income 

£or--!edera¼-¼neeme-ta•-pttrpeses-as-def*ned-in-~ee~ien-6¼-e£ 

the-%nterna¼-Re¥entte-eede-of-¼9S4-er-as-that-seet¼oft-may--be 

tabe¼ed--or--amended7 --eKe¼ttd¼n~--ttnemp¼eyfflent--eempensat:¼en 

inelttded--¼n--£edera%--qrose--±nceme-ttnder-~he-previsions-of 

seet±on-85-of-t:he-fnt.erna¼-Revence-eode-o£-l:954-as-amended":" 

t8t--.,¼n£-lat±-on-£-aetor11 -me_al"ts-a--nttmbe't"--determ.ined--£or 

eaeft--taxab¼e--year-by-di~id±ng-t:he-eons~mer-priee-index-for 

dttne-0£-~fte-~axab¼e-year-by-the--eo"sttffler--pr~ee--±ndeM--fo~ 

dttne,-¼9-8&"';' 

ill "Individual" means a nat~~al person, whether 
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married or unmarried, adult or minor, subject to payment of 

an income tax under the Internal Revenue Code. 

t9till "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of 

subdivision 

any municipal 

of the state, 

corporation 

having the 

or political 

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. 

tt8t-~Knov~ng¼yU-is-8s-detined-in-45-~-¼8i"';' 

t¼¼t-~Net-ineeme~-means-the-ad;~sted-gross-income--or--a 

tsx~arer-iess-the-dedttetions-a¼¼ewed-by-t:h±s-ehapter• 

t¼it-"Pa±ou,--£or--Che--pttrpeses--of--the-dedttctions-and 

ered¼ts-~nder-th±s-ehapter7-means-pa¼d-er-aeertted-er-pa±d-or 

±nettrred,-and-the-terms-upaid--or--tnettrred~--and--~pa±d--or 

acertted"--~haii--be--eenstr~ed--aecordin~--te--the-methed-er 

aceocnting-ttpon-the-basis-ef-wh±eh--the--taxab¼e--ineeffle--¼s 

eompttted-~nder-this-ehapterT 

t¼3t-"Pttrposeiy"-±s-as-deftned-in-4S-i-¼8¼• 

t¼+t-uReee±~ed",--for--the--ptt~pose--ef--eomp~tat±on--oE 

-8-
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t~~ab¼e-ifteome-~ftdef-~hie-chapter,-mee"s-reee~ved-or-eeertted 

a"d--the--term--ureeei•ed--er--aeertte~•--sha¼¼--be-eonstrtted 

eeeord~ft~-to-the-method-0£--aecoant¼n9--~pon--the--bas¼~--0E 

vhieh-the-taxebte-income-i~-eem~tttea-tt"der-tht9-ehep~er, 

(6) "Internal Revenue Code" means the Internal Revenue 

Code of 1954, redesignated as the ''Internal Revenue Code of 

1986" by section 2 of Public Law 99-514, as that code may be 

amended from time to time by the United States congress. It 

is the specific intent of the legislature that all 

amendments bj'. the United States con_g_ress must oe 

incorporated into the context of any section of Title 15 

referring to the Internal Revenue Code. 

{ 7) "Person" means an individual, a tru_s__!;________Q__estate, or 

a partnership. 

t¼Still_ "Resident" applies only to natural persons and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter with reference to the income of 

any taxable year, any person domiciled in the state of 

Montana and any other person who maintains a permanent piace 

of abode within the state even though temporarily absent 

from the state and has not established a :--esidence 

elsewhere. 

tT6t-llTe~aeie-incomeu-meen~-t~e-aejtt~tee-9ro9~-±"eome-of 

a--~a~payer--±e~~-the-ded~~t±o~~-a~O-~~emp~ion~-pre~ided-f~~ 

±n-th±~-ehepeer~ 
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tFtt.1.21 "Taxable year II means the taxpayer's taxable 

year for federal income tax purposes. 

ti8til.Ql "Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations. 11 

NEW SECTION. Section 6. State income taz as percentage 

of federal. (1) A state income tax is imposed and must be 

paid and collected for each taxable year upon: 

(a) the federal adjusted taxable income derived from 

sources within and outside Montana of each resident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code: and 

(b) the federal adjusted taxable income derived from 

sources within Montana of each nonresident and fiduciary 

required to make a return and pay federal income taxes under 

the Internal Revenue Code. 

( 2) "Federal adjusted taxable :.ncome" means t.he 

taxpayer's taxable income, as determined for federal inccme 

taxes under the provisions of the Internal Revenue Code, 

with th@ :allowing additional deductions: 

ta) income earned by an enrolled member of a federally 

recognized Indian tribe during the time he both lives and 

wor~s en a reservation; 

(bl Montana i11ccme tax refunds ar credi~s; 

I c) i11terest income from obl~gations of the Uniced 

-10-
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States government to the extent the income is exempt from 

state income tax under federal law; and 

(d) military combat pay received by a Montana resident. 

(3) A shareholder of a corporation for which the 

election provided for under subchapter s. of the Internal 

Revenue Code is in effect but for which the election 

provided under 15-31-202 is not in effect may deduct from 

his federal taxable income any part of the corporation's 

undistributed taxable income, net operating loss, capital or 

other gains, profits, or losses required to be included in 

the shareholder's federal taxable income by reason of the 

election under subchapter S. However, to the shareholder's 

federal taxable income must be added distributions received 

from the corporation to the extent the distributions would 

be treated as taxable dividends if the subchapter S. 

election were not in effect. 

(4) Nonresidents taking any of the deductions listed in 

subsection (2) may claim only that percentage of itemized 

deductions and the personal exemption deduction allowed from 

federal adjusted gross income that the percentage of 

adjusted gross income earned from sources within Montana 

bears to the taxpayer's federal adjusted gross income. 

(5) If a taxpayer's federal adjusted taxable income is 

adjusted for state income tax purposes to include any of the 

additional deductions or modifications of subsections (2) 
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through (4) and 15-30-107 and 15-30-127, the taxpayer's 

federal income tax liability must be recomputed on this 

adjusted figure to allow the state income tax rate to be 

applied against it. 

NEW SECTION. Section 7. Rate of tax. The rate of state 

income tax is 32% of a ~axpayer's federal income tax 

liability, excluding the self-employment tax imposed under 

section 1401, Internal Revenue Code, adjusted as provided in 

[section 6(5)]. 

NEW SECTION. Section B. Nonresidents determination 

of in-state income. A nonresident's income from sources 

within Montana includes income derived from all property 

owned in this state and from every business, trade, 

profession, 

not include 

deposits, 

or occupation carried on in this state. It does 

income from annuities, interest on bank 

interest on notes, bonds, or other 

interest-bearing obligations, or dividends on stock of 

corporations, excepc to the extent to which this income is a 

part of the 

profession, or 

1ncome derived from a business, 

occupation carried on in this state. 

trade, 

In the 

case of a business, trade, profession, or occupation carried 

on partly within and partly outside this state by a 

nonresident, the income from sources within this state must 

be determined by apportionment and allocation under rules 

adopted by the department. 

-12-
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NEW SECTION. Section 9. Tax return contents. I l l 

Each individual or fiduciary mentioned in (section 6(1)) 

shall file a return ~ith the department showing: 

(a) the amount of tax due and payable as reported on 

the taxpayer's federal income tax return or as recomputed as 

required in [section 6(5)): 

(b) the amount of tax due under 

credits, if any, claimed against the tax; 

(section 7}, less 

(c) any other information necessary for administration 

of the state income tax, as may be prescribed by the 

department. 

(2) If a taxpayer is unable to make his own return, an 

authorized agent, guardian, or other person charged with the 

care of the person or property of the taxpayer shall file 

the return. 

NEW SECTION. Section 10. Payment of state income tax 

refunds interest. (1) A taxpayer required to file a 

state income tax return shall compute the amount of state 

income tax due and shall, at the time the return 1s filed, 

pay to the department any balance of tax in excess of $1 

remaining unpaid after ~rediting the amount withheld as 

provided under 15-30-202 or any payment of estimated tax as 

provided under 15-30-242. 

(2) If the withheld tax or the estimated t~x paid 

exceeds the state income tax due by more than $1, the 
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department shall refund the excess to the taxpayer within 30 

days after receiving the return. 

(3) Except as provided in 15-30-321, interest at a rate 

of 9% a year must be added to any state income tax or 

portion of tax, from the due date until paid, whether the 

taxpayer has been granted a filing extension or not. 

(4) If a joint return is made by husband and wife, the 

liability with respect to the tax is joint and several. 

Section 11. Section 15-30-128, MCA, is amended to read, 

"lS-30-128. Credit for expense of caring for certain 

elderly family members. (1) There is a credit against the 

tax imposed by this chapter for qualified elderly care 

expenses paid by an individual for the care of a qualifying 

family member during the taxable year. 

(2} A qualifying family member is an individual who: 

{a) is related to the taxpayer by blood or marriage: 

(b} (i) is at least 70 years of age; or 

{ii) is diagnosed by a physician as having senile 

dementia of the Alzheimer type; and 

(c) has a family income of S15,000 or less for the 

taxable year. 

(3) For purposes ~£ chis section, "family income" 

means, 1n the case uf an individual who is not married, the 

federal ddi11titPd gr0s5 income of the individual or, in the 

case ut: J. m.3rrieJ. individ· ... al, the (ederal adjusted gross 

-14-
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income of the individual and the individual's spouse. 

{4) Qualified elderly care expenses include: 

{a) payments by the taxpayer for home health 

services provided by an organization certified 

agency 

by the 

federal health care financing administration, homemaker 

services, adult day care, respite care, or health-care 

equipment and supplies: 

(i) provided to the qualifying family member; 

(ii) provided by an organization or indi~idual not 

related to the taxpayer or the qualifying family member; and 

(iii) not compensated for by insurance or otherwise; 

{b) subject to the limitations in subsection (4)(a), 

payments by the taxpayer for nursing home care of an 

individual who is diagnosed by a physician as having senile 

dementia of the Alzheimer type. 

(5) The percentage amount of credit allowable under 

this section is: 

(a) for a taxpayer whose federal adjusted gross income 

does not exceed $25,000, 30% of qualified elderly care 

expenses; or 

{bl for a taxpayer whose federal adjusted gross income 

exceeds $25,000, the greater of: 

(il 20% of qualified elderly care expenses; or 

(ii) JO% of qualified elderly care expenses, less 1% for 

each $2,000 or fraction thereof by which the federal 
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adjusted gross income of the taxpayer for the taxable year 

exceeds $25,000. 

(6) The dollar amount of credit allowable under this 

section is: 

(a) reduced by $1 for each dollar of the federal 

adjusted gross income over $50,000 for a taxpayer whose 

federal adjusted gross income exceeds $50,000; 

(b) limited to $5,000 per qualifying family member in a 

taxable year and to $10,000 total for two or more family 

members in a taxable year; 

(c) prorated among multiple taxpayers who each 

contribute to qualified elderly care expenses of the same 

qualified family member in a taxable year in the same 

proportion that their contributions bear to the total 

qualified elderly care expenses paid by those taxpayers for 

that qualified family member. 

(7) A deduction or credit is not allowed under any 

other provision of this chapter with respect to any amount 

for which a credit is allowed under this section. The credit 

allowed under this section may not be claimed as a carryback 

or carryforward and may not be refunded if the taxpayer has 

no tax liability. 

(8) In the case of a married individual filing a 

separate return, the percentage amount of credit under 

subsection (5) and the dollar amount of credit under 
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subsection (6) are limited to one-half of the figures 

indicated in those subsections. 11 

Section 12. Section 15-30-162, MCA, is amended to read: 

•1S-30-162. Investment credit. (1) There is allowed as 

a credit against the tax imposed by ¼5-38-¼63 {section 6] a 

peccentage of the credit allowed with respect to certain 

depreciable property under section 38 of the Internal 

Revenue Code of 1954, as amended, or as section 38 may be 

renumbered or amended. However, rehabilitation costs as set 

forth under section 46(a)(2)(F) of the Internal Revenue Code 

o£--¼954,--or--es--~eeCien--46tettittPt-fftay-be-rert~mbe~ed-er 

mnende~T are not to be included in the computation of the 

investment credit. The credit is allowed for the purchase 

and installation of certain qualified property defined by 

section 38 of the Internal Revenue Code ei-¼9S•,-a~-amende~T 

if the property meets all of the following qualifications: 

(a) 

{b) 

it was placed in service in Montana; and 

it was used for the production of Montana adjusted 

gross income. 

(2) The amount of the credit allowed for the taxable 

year is 5% of the amount of credit determined under seccion 

46(a){2) of the Internal Revenue Code of-¼9547--e3--em~nded, 

or as section 46(a)(2) may be renumbered or amended. 

(3) Notwithstanding the provisions of subsecLicr. l2), 

the investment credit allowed for the taxable year may riot 
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exceed the taxpayer's tax liability for the taxable year or 

$500, whichever is less. 

( 4) If property for which an investment credit 1s 

claimed is used both inside and outside this state, only a 

portion of the credit is allowed. The credit must be 

apportioned according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which is the 

number of days during the taxable year the taxpayer owned 

the property. The investment credit may be applied only to 

the tax liability of the taxpayer who purchases and places 

in service the property for which an investment credit is 

claimeda The credit may not be allocated between spouses 

unless the property is used by a partnership or small 

business corporation of which they 

shareholders. 

are partners or 

(5) The investment credit allowed by this section is 

subject to recapture as provided for in section 47 of the 

Internal Revenue Code e£-¼954,-es-amefteee;-o~-as-~e~~~oft-~T 

fflay-ee-f'eno:mbered-or-eul'l.ene:e~." 

Section 13. Section 15-30-241, MCA, is amended to read: 

"15-30-241. Declaration of estimated tax. I l) Elt'e-r-y 

Eac~ indiv1dual e~eept-fermer~,-reneher37-er-~toe~men shall, 

dt the c1rne prescribed in SLlbsection (3) ~£-e~i~-~eeeion, 

rndke a declaration vf his esti~ated tax for the taxable year 
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if h±s-net-¼neome-rrom-~ottrees-otfter-tft8"--vage9,--~aiaries7 

bonnses7--or--other-eme~~ffle~ts-ean-~easonabiy-be-expeeted-to 

eqtta½-or-exeeed-his-net-±neome-£rom-wa9es7-s8¼ortes,-bonttses 

o~-otfte~-eme½ttments,-wh±eh-are-sttb;eet-to-w±tftho½ei~g he is 

required to file a declaration of his estimated tax under 

the provisions of the Internal Revenue Code. 

{2) In the declaration required under subsection (1) of 

this section, the individual shall state: 

(a) the amount which he estimates as the amount of tax 

under !5-38-¼6~ [section 7] for the taxable year; 

(b) the amount which he estimates will be withheld from 

wages paid by his employer if said individual is an 

employee: 

(C) 

(2) (a) 

which 

the excess of the amount estimated under subsection 

over the amount estimated under subsection (2)(b), 

excess for purposes of this section shall be 

considered the estimated tax for the taxable year; 

(d) such other information as may be prescribed in 

rules promulgated by the department. 

(3) The declaration required under subsection (1) 0£ 

th±s-see~ien shall be filed with the department on or before 

April 15 of the taxable year, except that if the 

requirements of subsection (1) er--th±s--seetie" are first 

met: 

(a} after April 1 and before October 1 of the taxable 
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year, the declaration shall be filed on or before October 15 

of the taxable year; 

(b) after October l of the taxable year, the 

declaration shall be filed on or before February 15 of the 

succeeding taxable year. 

(4) An individual may rnaKe amendments of a declaration 

filed during the taxable year under subsection (3) ot-th±~ 

~eet±o" under rules prescribed by the department. 

(5) If, on or before February 15 of the succeeding 

taxable year, the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount computed on his return as payable, then under 

rules prescribed by the department: 

{a} if the declaration is not required to be filed 

during the taxable year but is required to be filed on or 

before stteh February 15, stteh the return shall for the 

purposes of this section be considered as such declaration; 

and 

[b) if the tax shown on the return is greater than the 

estimated tax shown in a declaration previously made or in 

the last amendments thereof, stteh the return shall for the 

purposes of this section be considered as the amendment of 

the declaration permitted by subsection (4) ef-~his--seeeion 

to be filed on or before such February 15. 

(6) The department shall promulgate rules governing 
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reasonable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayers who 

are abroad, and no such extension shall be for more than 6 

months. 

{7) If the taxpayer 1s unable to make his own 

declaration, the declaration shall be made by a duly 

authorized agent or by the guardian or other person charged 

with the care of the person or property of stteft the 

taxpayer. 

(8) Any individual who fails to file a declaration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-30-321. 11 

Section 14. Section 15-30-303, MCA, is amended to read: 

•is-30-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

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 administration oE this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by r11le of the departmenc 

or under this chapter. 
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(2) The officers charged with the custody of such 

reports and returns shall 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 any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or 9tteh the other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of and may admit in evidence so 

much of 9a±C the reports or of the facts shown thereby as 

are pertinent to the action or proceedings and no more. 

(3) Nothing herein ~he¼¼~ be construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

{b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof; or 

(C) the inspection by the attorney general or other 

legal representative ot the state of the report or return of 

any r.axpayer who ~ha¼¼: !!!~ bring action to set aside o, 

rev1ew t:le tax hased r_hereon or against whom an action o, 

proceeding has been instituted in accordance with the 
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provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns ~hs¼% must be preserved for 3 

years and thereafter until the department orders them to be 

destroyed. 

{5} Any offense against subsections (l) through (4) of 

~h±s--seet¼on shall be punished by a fine not exceeding 

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

year, or both, at the discretion of the court, and if the 

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

be dismissed from office and be incapable of holding any 

public office in this state for a period of 1 year 

thereafter. 

(6) Notwithstanding the provisions of this section, the 

department may permit the commissioner of internal revenue 

of the United States or the proper officer of any state 

imposing a tax upon the incomes of individuals or the 

authorized representative of either such officer to inspect 

the return of income of any individual or may furnish to 

s1:2eh the officer or his authorized representative an 

abstract of the return of income of any individual or supply 

him with information concerning any item of income contained 

in any return or disclosed by the 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 
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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: 

tet--~e--~he--departmeftt--ef--jtt9~¼ee--a¼¼---¼nfermat¼eft 

"ee@99ery--~e--¼deftt¼£y--~he9e--pe~9eft9--q~a¼tfy¼ng--£or-~ne 

add¼t¼ena¼-exemp~ien-fe~-b¼indness-pttrsttane-~e-¼S-38-%i~t4t, 

£or-the-parpose-0£-enabl±ng-the--department--of--j1:2st±ee--to 

adm±ft±ster-the-pro•±s±ons-ot-6%-5-%65; 

tetl..e.l 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, p~ovided notice to the applicant has been given; 

tetlli._ 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 

fishing licenses; and 

tdt.!..£1 to the board of 

under 20-26-1111.'' 

applicant for hunting and 

regents information required 

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

"15-30-323. Penalty for deficiency. (1) If the payment 

-24-



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 0389/01 

required by t5-39-t4it6t [section 10] 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% thereof; provided, 

however, that no deficiency penalty shall be less than $2. 

Interest will be computed at the rate of 9\ per annum 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 ~~eree" 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 16. Section 15-31-131, MCA, is amended to read: 

•15-31-131. Credit for dependent care assistance. (1) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant co a 

program that meets the requirements of section 89(k) and 
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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) Far the purposes of this subsection, marital status 

must be determined under the rules of section 2l(e)(J) and 

(4) of the Internal Revenue Code. 

(c) In the case of an onsite facility, the amount upon 

which the credit allowed under subsection (l) 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 to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (1) if the amount was paid or 

incurred to an individual described in section 129(c)(l) er 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred by an employer to 

provide dependent care assistance to or 8n behalf of an 

employee does out qualify for the credit allowed under 

subsection (1) if the dmount is paid or incurred pursuant to 

a salary reduction plan or is paid or incurred for serv:ces 

not performed within this state. 
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(5) If the credit allowed under subsection (1) is 

claimed, the amount of any deduction allowed or dllowable 

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 oe made at 

the time of filing the tax return. 

(6) The amount upon which the credit allowed under 

subsection (1) 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 

limitations provided 

this section may not exceed the 

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, "wages" does not include any amount 

excluded under this subsection. Afflettfte~-exe¼~~ee-tt~der--eh±~ 

~ttb~eet±o~--de-ftet-~tlai±ry-as-expeft~e~-re~-wh±e~-~-dedttee±eft 

is-a¼¼owerl-to-the-empioyee-tt"de~-¼S-39-i~i7 

(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 
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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 an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation's shareholders. A shareholder's 

credit must be computed using the shareholder's pro rata 

share of the corporation's 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 

( l): 

(a) cpfte the defin,itions and special rules contained in 

section 129(e) of the Internal Revenue Code apply to the 

extent applicable,; and 

(b) ""Bmp¼eyerJI. 11 employer 11 means an employer carrying on 

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

tet--u±~eernai-Re~en~e-€odeU-mean9-the-federa±--fnternnY 

Re~entle-€ode-a~-amended-and-~n-e££ect-on-aanttary-¼;-¼989o" 

Section 17. 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. 
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an election 

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 election under subsection {l) must be made in 

accordance with rules prescribed by the department of 

revenue. 

(4) This election is not effective unless the corporate 

net income or loss of such electing corporation is included 

in the stockholders' federal adjusted gre~~ taxable income 

as defined in ¼5-38-¼¼¼ [section 6]. 

(5) Every electing corporation is required to pay the 

minimum fee of $10 required by lS-31-204.'' 

Section 18. Section 15-32-303, MCA, is amended to read: 
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•15-32-303. Deduction for purchase of Montana produced 

organic fertilizer. In addition to all other deductions from 

ae;tts~ed---~ross--indiv¼dtts¼--ifteome--a¼iowed--in--compat¼n~ 

~axsb¼e-¼neome-ttnde~-~i~ie-½57-chap~er--387--or--E~om gross 

corporate income allowed in computing net income under Title 

15, chapter 31, part 1, a esxpayer corporation may deduct 

h±s its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure was not 

otherwise deducted in computing taxable income." 

Section 19. Section 15-33-106, MCA, is amended to read: 

"15-33-106. Capital gains -- dividends exempted. Any 

capital gains or dividend income realized by en-±nd~~~dtte¼ 

e~ a corporation from an investment in an SBIC organized in 

accordance with this part is exempt from taxation under the 

provisions of Title 15, cfta~ters--39 e:ftd chapter 31." 

Section 20. Section 53-6-111, MCA, is amended to read: 

"53-6-111. Department charged with general 

administration of medical assistance -- adoption of rules to 

punish fraud. (1) The department of social and 

rehabilitation services is hereby authorized and empowered 

to administer and supervise a vendor payment program of 

medical ass1sta:--.ce under the powers, duties, and functions 

pravided in chapter 2 of this title, as amended, and as 

~ontemplcited by the provisions of Title XIX cf the federal 

Social SecL1r1ty Act. 
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(2) The department shall adopt rules establishing a 

system of penalties and sanctions applicable to providers of 

medical assistance services and supplies who engage in 

fraudulent, abusive, or improper activities. The department 

shall define by rule those activities which are fraudulent, 

abusive, or improper. 

(3) The penalties or sanctions imposed include but are 

not limited to: 

(a) required courses of 

governing the medicaid program; 

education in the rules 

(b) withholding of payments to offset previous improper 

payments to a provider; 

{C) suspension of payments to a provider pending 

resolution of a dispute involving fraudulent, abusive, or 

improper activities: 

(d) suspension of participation 

specified period of time: and 

( e) permanent termination of 

medical assistance program. 

in the program for a 

participation in the 

{4) The department is entitled to recover from a 

provider all amounts paid as a result of fraudulent, 

abusive, or improper activities, together with interest at 

the rate set by tS-38-¼4~ [section 10] for tax deficiencies 

from the date of such payment. 

(5) In all cases in which a penalty or sanction may be 
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imposed, a provider is entitled to a hearing under the 

provisions of Title 2, chapter 4, part 6. 11 

Section 21. 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 airport or air navigation facility or 

facilities: 

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

airport purposes; 

(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 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 
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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 frofu 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 

by a political subdivision within the meaning of 

¼5-38-iiitittat (section 6(2)(c)]. 

(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, 
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prior to the payment of current costs of operation and 

maintenance of the facilities. 

(6) Subject to the conditions stated in this subsection 

{6), the governing body of any municipality having a 

population in excess of 10,000, with respect to bonds issued 

pursuant to this chapter by the municipality or by an 

authority in which the municipality is included, may by 

resolution covenant that in the event that at any time all 

revenues, including taxes, appropriated and collected for 

such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency: and may further covenant that at any time a 

deficiency is likely to occur within l year for the payment 

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 ta 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. ln the event more than one ~~nicipality having a 

population in excess of 10,000 is included in an authority 

issuing bonds pursuant to this chapter, the muni=ipalities 

may 

'-it t 

3pp0rti0n the obligation to levy taxes for 

or i11 anticipdlion of, a deficiency in 
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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. Na such resolution 

becomes effective until the question of its approval has 

Deen 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 bonds 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, pa[t 

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 

pursuant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection (1) 

above." 

Section 22. Section 19-3-105, MCA, is amended to read: 

~19-3-105. Exemption from taxee-e"e legal process. The 

right of a person to a retirement allowance or any other 
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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; 

t~t--ettb1eee-ee-~tate,-eott"ey,-e~-mtt"¼e¼pa¼-eaxe8-exeep~ 

for-a-re£ttnd-~a±d-ttnde~-¼9-3-183-e£-a-memberie-eontr~btt~ions 

p±e~ed-~p-by-a"-emp±oyer-e£ter-Oane-3&,-¼985,-as-provided-in 

i9-3-T9T7-o~ 

t3t or assignable except as in this chapter 

specifically provided.'' 

Section 23. Section 19-4-706, MCA, is amended to read: 

•19-4-706. Exemption from taxat±en-8n8 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~ 

ttt--exem~ee~--~~om--8"y-et8te,-eottntyy-or-mttn±e±pa¼-tax 

0£-the-e~a~e-0£-Mo"tana-exeept-rer-a-vithdrawa¼--paid--~naer 

¼9-4-683--0£--a--memberis--eo"tr±btttions--pie~ed--~p--by--a" 

emp½oye~-a£ter-dane-36,-T985,-as-provided-i"-i9-4-68i~ 

tit not subject to execution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 

othe[ process~ and 

t3t unassignable except as specifically provided in 
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this chapter." 

Section 24. Section 19-5-704, MCA, is amended to read: 

w19-s-7O4. Exemption from. eaxes-aftd 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 sha%¼-ee is exempt from any state-or-mttn±e¼pa%-tax-aftd 

from levy, sale, garnishment, attachment, or any other 

process whatsoever and sha¼¼-be is unassignable except as 

specifically provided in 19-5-705. 11 

Section 25. Section 19-6-705, MCA, is amended to read: 

•19-6-705. Exemption from taxes-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-:-

tit--exempt-rrom-a"y-state,--eett~ty7--or--mttnic±pa±--~ax 

exeept--for--a--refttnd--pa±d--ttnder--t9-6-463--ef-e-mem~erL9 

eentr+btt~ion9-pic~ed-ttp-by-an-efflp¼oyer-a£~er-d~ne-397--¼98~7 

a9-prov±ded-±n-¼9-6-49i~ 

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

any other precess~ and 

t3t is unassignable except as specifically provided in 

19-6-706. u 

Section 26. Section 19-7-705, MCA, is amended to read: 

"19-7-705. Exemption from taxe~-end legal process. Any 

money received or to be paid as a member's annuity, state 
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annuity, or return of deductions or the right of any of 

these is~ 

t¼t--exempt--£rom--any--~tate7--eettnty7-or-m~n±cipa¼-tax 

except-£or-a-re£ttnd-~eid-ttnder--¼9-T-384tlt--o£--a--member~9 

eontr+btttton9--p±e~ed-ttp-by-an-emp¼oyer-after-J~ne-387-¼9857 

as-provided-in-%9-T-493~ 

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

any other process7 and 

t3t is unassignable except as specifically provided in 

19-7-706.'' 

Section 27. Section 19-8-805, MCA, is amended to read: 

"19-8-805. Exemption from taxe~-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~ 

tit--exempt-£reffl-e"y-~tate,--eottnty7--or--mttn±eipa¼--eax 

exeept--rer--a--~efttnd--petd--~nder-±9-8-503-ef-the-Memee~Ls 

eentribttttons-pieked-np-by-an-emp¼eye~-afte~-Ott"e-39 7 --~985, 

a~-pro~ided-tn-±9-8-59i~ 

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

any other process7 and 

t3t ~~ unassignable except as specifically provided in 

19-8-806.'' 

Section 28. 3ection 19-21-212, MCA, is amended to read: 

•
1 19-21-212. Exemption from taxatien 7 legal process, and 
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assessments. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

t¼t--exemp~-£rem-any-sta~e,-eottnty,-o~-mon¼eipaT-~sx; 

titill noc subject to execution, 

attachment, or other process; 

t3till_ not covered or assessable by an 

guaranty association; and 

garnishment, 

insurance 

t4t!l.l unassignable except as specifically provided in 

the contracts." 

Section 29. Section 15-30-125, MCA, is amended to read: 

•is-30-125. Credit for energy-conserving investments. 

There is a credit against tax liability under this chapter 

as provided in 15-32-109." 

{2} A temporary resident is allowed the credit allowed 

a resident under 15-32-109 to the extent the credit was 

expended in Montana during the during the course of his 

residency. 11 

NEW SECTION. Section 30. Repealec. Sections 15-30-103, 

15-30-105, 15-30-108, 15-30-110, 15-30-111, 15-30-112, 

15-30-113, 15-30-114, 15-30-115, 15-30-117, 15-30-121, 

15-30-122, 15-30-123, 15-30-126, 15-30-131, 15-30-132, 

15-30-135, 15-30-136, 15-30-137, 15-30-142, 15-30-143, 

15-30-156, 15-30-157, 19-9-1005, and 19-13-1003, MCA, are 

repealed. 
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NEW SECTION. Section 31. Codification instruction 

instruction to code commissioner. (1) (Sections 6 through 

10] are intended to be codified as an integral part of Title 

1S, chapter 30, part 1, and the provisions of Title 15, 

chapter 30, part l, apply to [sections 6 through 10], 

(2} The code commissioner is instructed to make changes 

throughout the Montana Code Annotated to reflect the change 

in definition of ''Internal Revenue Code 11 in 15-30-101. 

NEW SECTION. Section 32. Saving clause. [This act] 

does not affect rights and duties that matured, penalties 

that ~ere incurred, or proceedings that were begun before 

[the effective date of this act]. 

NEW SECTION. Section 33. Severability. If a part of 

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

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

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

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 34. Retroactive applicability. 

(This act] applies retroactively, within the meaning of 

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

NEW SECTION. Section 35. Effective date. [This act] is 

23 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 HB0996 , as introduced. 

UESCRIPTION OF PROPOSED LEGISLATION: 

An act repealing the existing state individual income tax and imposing a state income tax based on a percentage of the 
federal income tax payable on Montana taxable income; and providing an immediate effective date and a retroactive 
applicability date. 

ASSUMPTIONS: 

1. Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP). 
2. Under current law, all individual income tax collections are deposited in the state general fund. 
3. Under the proposal, state income taxes will be 32% of the taxpayer's adjusted federal tax liability. This increases 

individual income tax collections $29,986,000 in FY92 and $32,692,000 in FY93 (DOR simulations). See technical note. 
4. Implementing the proposal will require one-time additional administrative expense of $125,000 in FY92: 2.00 FTE, at 

$78,000 and operating expense of $47,000. Annual (on-going) administrative expense reductions total $106,903: 1.00 FTE 
at $21,160 and operating expense of $85,743. 

FISCAL IMPACT: 
Uepartment of Revenue: 

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

Total 
Funding: 
General Fund 

Revenues: 
Individual Income Tax (01) 

Net General Fund Impact: 

(Continued_ on n~age) 

FY '92 
Current _.1fil! Proposed Law 

0 1.00 
0 56,840 
Q (38, 7432 
0 18,097 

0 18,097 

311,176,000 341,162,000 

/\ ( , 

,-1,;1 ,~ wrla) 3 -Z:.'"-:,-1// 
ROD SUNDSTED, BUDGET DIRECTOR DATE 
Office of Bu,lget and Program Planning 

FY '93 
Difference Current Law Proposed Law Difference 

1.00 0 (1.00) (1.00) 
56,840 0 (21,160) (21,160) 

(38,743} 0 (85,743) (85 743} 
18,097 0 (106,903) (106,903) 

18,097 0 (106,903) (106,903) 

29,986,000 327,201,000 359,893,000 32,692,000 

29,967,903 32,798,903 

~ ~ 3/~3/91 
ROBERT R _ c BOB) REAM. PRIMARY spo~soR ~ r DATE 

Fisc.tl f\it)~ e lor H8099(). as int-roduced H!J ,,, .. I 



Fiscal Note Request, HB0996 as introduced. 
Form BD-15 
Page 2 

TECHNICAL NOTE 
The simulation model used to estimate the revenue neutral 32% rate has been updated by the Department to inclurle the federal 
tax impact of recently enacted changes in federal law. As a result of the increases in federal tax due to these changes, 
the 32% rate is no longer projected to be revenue neutral as shown in the impact table. 

If the proposal is intended to be revenue neutral for all taxpayers as a group, the correct rate is projected to be 
approximately 29.1%. The following shows the fiscal impact of the 29.1% rate. 

Individual Income Tax (01) 
Current Law 
311,176,000 

FY '92 
Proposed Law 

310,824,000 
Difference 

(352,000) 
Current Law 
327,201,000 

FY _'__..2] 
Proposed Law 

327,821,000 
Difference 

620,000 

If the proposal is structured to be revenue neutral for all taxpayers except retirees, the revenue neutral rate should be 
31%. This rate holds all non-retired households harmless, but results in increased revenues because additional retirement 
income will be subject to tax relative to current law. The impact of the rate is: 

Individual Income Tax (01) 
Current Law 
311,176,000 

FY---'--22 
Proposed Law 
330,468,000 

Difference 
19,292,000 

Current Law 
327,201,000 

FY '93 
Proposed Law 

349,251,000 
Difference 
22,050,000 

N6 9f, -/ 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0996, third reading. as amended 

DESCRIPTION OF PROPOSED LEGISL/1.l'LO_N: 

An act repealing the existing state individual income tax and imposing a state income tax based on a percentage of the 
federal income tax payable on Montana taxable income; and providing an immediate effective date and an applicability date. 

ASSUMPTIONS: 

1. Individual income tax collections under current law are $327,201,000 in FY93 (OBPP). 
2. The tax base for this proposal is federal taxable income, less any income exempted from state taxation under federal 

laws, or the federal constitution, plus non-Montana state and local government interest income. 
3. Under the proposal, state income taxes will be 30% of the taxpayer's adjusted federal tax liability net of federal 

credits. The amount of federal credits available to reduce adjusted federal tax liability is $22 million in FY93, $23 
million in FY94, and $24 million in FY95. 

4. Retirees will be entitled to a tax credit equal to 4.5% of the first $3,600 of retirement benefit payments. This credit 
reduces total income tax liabilities $4,869,000 in FY93; $4,998,000 in FY94; and $5,217,000 in FY95. 

5. Because the proposal does not apply until January 1, 1992, there will be minimal revenue impacts in FY92. 
6. Under current law, all individual income tax collections are deposited in the state general fund. 
7. Implementing the proposal will require one-time additional administrative expense of $125,000 in FY92: 2.00 FTE, at 

$78,000 and operating expense of $47,000. Annual (on-going) administrative expense reductions total $106,903: 1.00 FTE 
at $21,160 and operating expense of $85,743. 

FISCAL IMPACT: 

see next page 

~ t/~-7/ ~~ '1 f IC/ 9/ 
ROD SUNDSTED, BUDGET DIRECTOR DATE ROBERT R. (BOB) REAM, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0996, third reading. as amended 
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Fiscal Note Request, HB0996, third reading, a~ amflnded 
Form BD-15 
Page 2 

FISCAL IMPACT: 

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

Total 
Funding: 
General Fund 

Revenues: 
Individual Income Tax (01) 

<::urr_g_n_t La:!! 
0 
0 
Q 
0 

0 

311,176,000 

FY '9 
Pro2osed Law 

1.00 
56,840 

(38,743) 
18,097 

18,097 

311,176,000 

Difference 
1.00 

56,840 
(38 743) 
18,097 

18,097 

0 

Net General Fund Impact: (decrease)--) (18,097) 

LONG-RANGE IMPACTS OF PROPOSED LEGISLATION: 

FY '93 
Current Law Pro2osed Law Difference 

0 (1.00) (1.00) 
0 (21,160) (21,160) 
Q (85,743) (85,743} 
0 (106,903) (106,903) 

0 (106,903) (106,903) 

327,201,000 331,508,000 4,307,000 

(increase)-) 4,413,903 

The proposal provides for a single flat rate of 30% of adjusted federal tax liability beginning in each year after 1991. 
This rate results in a positive revenue impact of $4.3 million during the coming biennium. However, Department of Revenue 
computer simulations indicate that the revenue-neutral rate gradually decreases over time. This results in larger revenue 
impacts in subsequent years. The following table shows the estimated revenue-neutral rates for fiscal years 1993 through 
1995, and the associated revenue impact of this proposal in those years: 

CYLFY 
1992/1993 
1993/1994 
1994/1995 

Revenue-Neutral Rate (CY) 
29.64 % 
29.16 % 
28.99 % 

Revenue Im2act (FY) 
$ 4,307,000 
$10,248,000 
$12,903,000 

During the 1993 biennium, this proposal is projected to increase liabilities approximately $4.3 million; during the 1995 
biennium liabilities are expected to increase by approximately $23.1 million. 

II 11 t:J "' - JI" 
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HOUSE BILL NO. 996 

INTRODUCED BY REAM, VANVALKENBURG, KIMBERLEY, ELLIOTT, 

DRISCOLL, COSEN, BARNHART 

A BILL FOR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 

STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX 

BASED ON A PERCENTAGE OF TSE FEDERAL INCOME TAX PAYABLE ON 

MONTANA TAXABLE INCOME: AMENDING SECTIONS 7-14-1133, 

7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-125, 

15-30-128, 15-30-145, 15-30-149, 15-30-162, 15-30-241, 

15-30-303, 15-30-323, 15-31-131, 15-31-202, 15-32-303, 

15-33-106, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 

19-8-805, 19-21-212, 53-6-111, AND 67-11-303, MCA: REPEALING 

15-30-105, 15-30-106, 15-30-108, SECTIONS 

15-30-110, 

15-30-103, 

15-30-111, 15-30-112, 15-30-113, 15-30-114, 

15-30-115, 15-30-117, 15-30-121, 15-30-122, 15-30-123, 

15-30-126, 15-30-131, 15-30-132, 15-30-135, 15-30-136, 

15-30-137, 15-30-142, 15-30-143, 15-30-156, 15-30-157, 

19-9-1005, ANB 19-13-1003, AND 80-12-211, MCA: AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE AND A--R~R8Ae~fve AN 

APPLICABILITY DATE," 

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

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

"7-14-1133. Bonds and obligations. (l} Except for 

~ •• ,..,,,.ti••<c=" 
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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; 

lb) taxes levied pursuant to 7-14-1131 or 67-10-402; 

(c) grants or contributions from the federal 

government; or 

(d) other SOU[Ces. 

(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 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

possible to impose, maintai~, and collect rates, charges, 

rentals, and tJxes, if any are pledged, sufficient to make 

-2- HB 996 
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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, county, or 

municipality 

declared to 

pursuant to the provisions of this part are 

be issued for an essential public and 

governmental purpose by a political subdivision wi~h¼n-~he 

meaftiftg-ef ¼S-3&-¼¼¼t%ttat tseetieft-6t%ttet+. 

(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 

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 
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maintenance of the facilities. 

(6) Nothing in this section or 7-14-1134 may be 

construed to limit the use of port authority revenues, 

including federal and state money as described in 7-14-1136, 

to make grants and loans or to otherwise provide financial 

and other support to private development organizations, 

including corporations organized under the provisions of the 

development corporation act in Title 32, chapter 4. Under no 

circumstances may the 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: 

•1-34-2416. Taz-ezempt status of bonds. Bonds 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 wi~ftift 

the-meaning-~f ¼S-39-¼¼~tittat tsectien-6t%ttctt.• 

Section 3. Section 13-37-218, MCA, is amended to read: 

•13-37-218. Limitations on receipts from political 

coumittees. ill A candidate for the state senate may receive 

no more than $1,000 in total combined monetary contributions 

from all political committees contributing to his campaign, 

and a candidate for the state house of representatives may 

25 receive no more than $600 in total combined monetary 
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contributions from all political committees contributing to 

his campaign. The foregoing limitations shall be multiplied 

by the inflation factor as defined in ¼5-38-¼8¼t8t 

subsection {2} for the year in which general elections are 

held after 1984: the resulting figure shall be rounded off 

to the nearest $50 increment. The commissioner of political 

practices shall publish the revised limitations as a rule. 

In-kind contributions may not be included in computing these 

limitation totalsa The limitation provided in this section 

does not apply to contributions made by a political party 

eligible for a primary election under 13-10-601, 

( 2) As used in this section, 11 inflation factor" means a 

number determined for each year by dividing the consumer 

price index for June of the year by the consumer price index 

for June of 1980. 11 

Section 4. Section 13-37-303, MCA, is amended to read: 

"13-37-303. Donation by taxpayer. 

whose withheld income tax or payment 

exceeds by more than $1 his income tax 

(l) An individual 

of estimated tax 

liability for the 

taxable year may donate $l to be paid to the fund. In the 

case of a joint return7--a9--p~ev¼ded--¼n--t5-36-¼4i; 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 
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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 5. Section 15-30-101, MCA, is amended to read: 

•is-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

t¼t--4 Base-year-strtteCttreA-means-Che-fe¼¼ew¼ft~--e¼ements 

0£-the-ineome-tax-s~rtte~ttre~ 

tat--the--taK--brae~ets--estabi¼shed--in--15-39-1937-bttt 

ttnaftjtts~ee-by-sttbseetion-t~t-ef-¼;-3&-¼9~7-¼n-erree~-on-dune 

38-0£-the-taxabte-yeari 

tht--the--e~emptions---eontained---in---±;-3e-¼¼i7---bot 

ttnadjttsted--by--sabsectiens--t1t--and--t8t--er-l5-39-liiT-in 

e££eet-on-dttne-39-e£-the-taxabie-yearj 

tet--the--maximum---s~andard---eeduet¼on---pro•ided---in 

¼5-38-¼rr,-bttt-ttftaftittsted-by-sabseetion-tit-of-¼5-3&-¼i~7-¼n 

e££eet-en-dttne-39-e£-the-~axab¼e-year~ 

trt--aeonsttmer--priee--±neexa--means--the-consttmer-priee 

tnde~,-H~~t~e-st~te9-city-e~@reg@7-~o~-~½t-t~em~7-tt9¼ng--the 

~96~--e~9e--of--t88--e9--pttb½i~fted--by--~he--Ottreatt-0£-iabo~ 
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stat¼se¼es-ef-Che-BTST-deper~ment-of-¼aBer~ 

t~t.ill "Department" means the department of revenue. 

t•+--uB¼Y¼dend•--means--any--distriBttCien--made---by---a 

eerpera~¼en---ettt---ef---its--earninqs--or--~rofits--te--¼ts 

eftarefte¼ders--or--members7--whether--in--easft--er--in--other 

~reperty-er-¼n-steeW-e!-the-eerperaCion7--ether--than--stoe~ 

di•~denda--as--herein--definedT--useee~-dividends~-means-new 

stoek--¼sstted7--!er--sttr~¼tts--er--profits--eapita¼ized7---to 

sharehe¼ders-in-prepc,rt¼on-to-the¼r-pre•ictts-ho¼d¼n,sT 

tStilJ_ "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. 

t6till "FoC'eign country" or "foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

tTt--ueress-income•-means-the--eaxpayerLs--qress--±neome 

for--federa¼-±neeme-tax-pttrposes-as-de£¼ned-¼n-seet±en-6¼-e£ 

tfte-~nterna¼-ReYenae-eode-e£-¼954-er-as-tfta~-see~ion-may--be 

¼abe¼ed--or--amended7--exe¼ttd¼ng--ttnemp¼oyment--eeMpensatien 

ine¼ttded--±n--~edera¼--~ress--ineome-ander-the-preY±siens-of 

seet±on-85-of-tfte-Tnterna¼-Re¥entte-eede-e£-l954-as-afflended~ 

t8t-- 4 Tnf¼at¼en-faeter•-means-a--namber--determ±ned--fer 

eaeh--taxa~½e--year-by-di~id±n~-the-ee"sttmer-priee-index-fe~ 

dttne-0£-the-taxab¼e-yea~-by-the--eons~mer--priee--±"d~x--rer 
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dttfte7-½:988T 

ill "Individual" means a natural person, whether 

married or unmarried, adult or minor, subject to payment of 

an income tax under the Internal Revenue Code. 

t9t~ "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

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

t¼8t-UKnew~ngiya-is-as-de£±ned-¼n-45-i-¼9½T 

t%!t-aNe~-ineomeu-means-the-adjttated-1roas-±neeme--ef--a 

Caxpayer-¼ess-Cfte-dedttetiens-a¼¼owed-by-th±s-ehapterT 

t¼~t-•Paid•7 --£or--the--purpeses--ef--~fte-dedaet¼ons-and 

ered±ts-ttnder-th±s-eftapter7 -meane-pa±d-or-aeertted-er-pa±d-or 

±nettrred,-and-~fte-~erms-•pa±d--or--inettrredU--and--4 pa±d--er 

aeerttedU--efta¼¼--be--eenstrtted--seeerdinq--te--the-ffle~hed-ef 

eeeottnt±n~-ttpen-~ft~-eas±s-e£-wft±ch--tfte--taxab½e--ineome--±s 

eompttted-ttnder-th±s-ehapter~ 
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t¼3t-aPttrpese¼yA-is-as-defined-in-45-i-¼8¼T 

t¼4t-uReeeiTed•7--£er--the--pdrpese--0£--eomptttat¼on--0£ 

~a•ab½e-ifteeme-ttftdeP-this-ehapter7-means-reeei•ed-er-aeer~ed 

ftftd--the--term---reeei•ed--or--aeerttedU--sha¼¼--be-eeftstrtted 

aeeording-to-Che-method-0£--aeeettntin~--ttpen--the--basis--0£ 

whieh-the-taxable-ineeme-is-eempttted-ttftder-this-ehapter~ 

(6) "Internal Revenue Code 11 means the Int.ernal Revenue 

Code of 1954, redesignated as the "Internal Revenue Code of 

1986" by section 2 of Public Law 99-514, as that code may be 

amended from time to time by the United States congress. It 

is the specific intent of the legislature that all 

amendments b1_ the United States congress must be 

incorporated into_ the context of any section of Title 15 

referring to the Internal Revenue Code. 

(7) "MONTANA ADJUSTED GROSS INCOME" MEANS THE AMOUNT OF 

INCOME A NONRESIDENT OR PART-YEAR RESIDENT RECEIVES FROM 

SOURCES WITHIN MONTANA. THE TERM DOES NOT INCLUDE INCOME 

EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR CONSTITUTION 

OF THE UNITED STATES. 

illW 11 Person 11 !11.eans an individual.! a trust or estate,. 

or a partnership. 

tl::Sti!iill "Resident" applies only to natural persons 

and includes, for the purpose of determining liability to 

the tax imposed by this chapter with reference to the income 

of any .taxable year, any person domiciled in the state of 
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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. 

f¼6t-•~axa~l::e-ifteeme•-meafts-~fte-ad;ttse~d-gross-ineome-o£ 

a--t:a•payeP--¼ess-~fte-dedtteeiens-and-exempeiona-prov¼ded-fer 

ift-t:ftis-eftapt:et"-:-

t¼Ttt9t(l0} "Taxable year" means the taxpayer 1 s taxable 

year for federal income tax purposes. 

t¼8tt¼8t Ill) "Taxpayer" includes any person or 

fiduciary, resident or nonresident, subject to a tax imposed 

by this chapter and does not include corporations." 

NEW SECTION. Section 6. state incoae tax as percentaga 

of federal. (1) A state income tax is imposed and must be 

paid and collected for each taxable year upon: 

(a) the fede~a¼ adjusted FEDERAL taxable income derived 

from sources within and outside Montana of each resident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code; and 

(b) the feder~¼ adjusted FEDERAL taxable income derived 

from sources within Montana of each nonresident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code. 

( 2) "Pee;et"e:T-adjttsted ADJUSTED FEDERAL taxable income" 

means the taxpayer's taxable income, as determined for 
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federal income taxes under the provisions of the Internal 

Revenue Code, with the following additional deductions: 

(a) ¼neeme--earned-by-an-enre¼¼eS-member-ef-a-rederat¼y 

reeognized-fnd¼an-tribe-dcr¼ng-ehe-time-he--both--¼ives--and 

wePks-on-a-reeer¥at¼on~ 

tbt--Montana-ineeme-tax-refttnds-or-ered¼tsr 

tet--iftterest--¼neome--rrem--oe¼¼~a~¼efts--er--tke-sn¼ted 

States-~o•erftlllent-to-tfte-extent-tfte-+neome--¼s--exempt--from 

state-income-tax-under-£edera¼-¼aw7-and 

fd7--m¼¼¼tary-eelll.bat-pay-reeetved-ey-a-Montana-res¼~ent~ 

INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR 

CONSTITUTION OF THE UNITED STATES MAY BE DEDUCTED. 

t~ti!U. A shareholder of a corporation for which the 

election provided for under subchapter s. of the Internal 

Revenue Code is in effect but for which the election 

provided under 15-31-202 is not in effect may deduct from 

his federal taxable income any part of the corporation's 

undistributed taxable income, net operating loss, capital or 

other gains, profits, or losses required to be included in 

the shareholder's federal taxable income by reason of the 

election under subchapter s. However, to the shareholder's 

federal taxable income must be added distributions received 

from the corporation to the extent the distributions would 

be treated as taxable dividends if the subchapter S. 

election were not in effect. 

-11- RB 996 

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 

BB 0996/02 

t•t--Henresidents-ta~in9-any-e£-the-dedaetions-¼iste8-¼n 

sabseetien-tit-may-e¼a¼m-en¼y-that--pereeftta~e--e~--¼tem±zea 

ded6etiens-an8-tfte-persenal-exemptien-ded~etion-a¼¼owed-frem 

£edera¼---ad;osted--gross--±neeme--that--~he--pereeneaqe--or 

adjttete8-gross-¼neoMe-earned--£rom--settrees--w±th*n--Mentana 

bears-to-the-taxpayeris-£ede~a¼-ad;tts~ed-~ross-¼neo■eT 

t5t--¼f--a-taMpayeris-£edera~-ad;ttsted-taxab¼e-ineome-±9 

adjttsted-£or-st■te-inceme-taz-pttrpeses-to-±ne¼ttde-any-ef-~he 

a8ditiena¼-dedttet¼ens-er-modifiea~~ens--e£--stthaeettons--t~t 

three~h--t~t--and--lS-39-l9T--and--lS-39-liT7-the-taxpare~~s 

£edera¼-*neome-tax-¼±ab±¼ity--mtts~--be--~eeempttted--en--tft¼s 

ad1ttsted--£i~ttre--te--a¼¼ew--the-state-¼neome-taM-rate-to-be 

app¼ied-against-¼t~ 

(3) (A) EXCEPT AS PROVIDED IN SUBSECTION (3)(8), A 

NONRESIDENT'S FEDERAL INCOME TAX LIABILITY FOR PURPOSES OF 

DETERMINING HIS STATE INCOME TAX LIABILITY PURSUANT TO 

lSECTION 71 IS THE TAXPAYER'S FEDERAL TAX LIABILITY 

MULTIPLIED BY THE PERCENTAGE DERIVED FROM DIVIDING THE 

TAXPAYER'S MONTANA ADJUSTED GROSS INCOME BY THE TAXPAYER'S 

FEDERAL ADJUSTED GROSS INCOME. 

(B) IF A NONRESIDENT'S FEDERAL ADJUSTED GROSS INCOME IS 

ZERO OR A LOSS, THEN HIS FEDERAL INCOME TAX LIABILITY FOR 

PURPOSES OF DETERMINING BIS STATE INCOME TAX LIABILITY 

PURSUANT TO [SECTION 7] IS THE FULL AMOUNT OF BIS FEDERAL 

TAX LIABILITY. 
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NEW SECTION. Section 7. Rate of tax.-Tne-rate-or-state 

ifteeme--eax--is--ae,--ef--e--taxpayer 4 s--£edera¼--ineeme-tax 

%iae¼%ity7-e~e¼ading-the-se¼£-emp¼eymeftt-tax--¼mpesed--ander 

see~¼on-i48i7-Tnterna¼-Re•enae-eede7-ad;ttsted-as-prev~ded-t~ 

t•eetteft--6t5tfT (1) THE RATE OF STATE INCOME TAX IS 30\ OF 

THE SUM OF A TAXPAYER'S FEDERAL INCOME TAX LIABILITY LESS 

FEDERAL CREDITS. 

(2) IF A TAXPAYER HAS ADJUSTED HIS FEDERAL TAXABLE 

INCOME AS PROVIDED IN (SECTION 6(2)], HE SHALL RECOMPUTE HIS 

FEDERAL INCOME TAX LIABILITY, LESS CREDITS, BEFORE APPLYING 

THE 30\ RATE. 

(3) A TAXPAYER'S FEDERAL TAX LIABILITY INCLUDES THE TAX 

ANO PENALTY ON EARLY DISTRIBUTIONS FROM INDIVIDUAL 

RETIREMENT ACCOUNTS OR QUALIFIED RETIREMENT PLANS. A 

TAXPAYER'S FEDERAL INCOME TAX LIABILITY DOES NOT INCLUDE 

SELF-EMPLOYMENT TAX OR THE SOCIAL SECURITY TAX ON TIPS. 

NEW SECTION. Section 8. Nonresidents determination 

of in-state ineo111e~ A 

within Montana includes 

owned in this state 

nonresident's 

income derived 

and from every 

income from sources 

from all property 

business, trade, 

profession, 

INCLUDING 

or occupation carried on in this stateL 

GAIN ANO INTEREST RECEIVED FROM THE INSTALLMENT 

SALES OF PROPERTY, 1e--dees--noe--±ne~ttde---±neome---~rom 

ann~±ties,--interest--on--ban~--depos~ts,-±nterest-on-no~e97 

bon~s,-er-ether-tneerest-beartng-ob¼tgs~±ens,--or--d¼•~~end~ 
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on-s~eek-0£-eorperations7-e•eepe-to-tfte-e•tent-to-whieh-th±s 

ineome--is--a--part--o£--the-ineome-deriYeft-£rom-a-btts½nessr 

trade7-pro£ession,-er-oee~pat¼on-earriee-on-in--th¼s--statea 

In the case of a business, trade, profession, or occupation 

carried on partly within and partly outside this state by a 

nonresident, the income from sources within this state must 

be determined by apportionment and allocation under rules 

adopted by the department. 

NEW SECTION. SECTION 9. NONRESIDENT ALTERNATIVE GROSS 

RECEIPTS TAX. 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 l\ OF THE DOLLAR VOLUME 

OF GROSS SALES MADE IN MONTANA DURING THE TAXABLE YEAR. SUCH 

TAX SHALL BE IN LIEU OF THE TAX IMPOSED UNDER [SECTION 6]. 

THE GROSS VOLUME OF SALES MADE IN MONTANA DURING THE TAXABLE 

YEAR SHALL BE DETERMINED ACCORDING TO THE PROVISIONS OF 

ARTICLE IV, SECTIONS 16 AND 17, OF THE MULTISTATE TAX 

COMPACT. 

NEW SECTION. Section 10. Ta>< return -- contents. ( l) 

25 Each individual, MARRIED COUPLE FILING A JOINT FEDERAL 
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RETURN, or fiduciary mentioned in [section 6(1)} shall file 

a return, OSING THE SAKE FILING STATUS USED TO FILE THE 

TAXPAYER'S FEDERAL RETURN, with the department showing: 

{a) the amount of tax due and payable as reported on 

the taxpayer's federal income tax return or as recomputed as 

required in [section 6t5t IJ; 

{b) the amount of tax due under [section 7], less 

credits, if any, claimed against the tax; 

(c) A COMPLETE COPY OF THE FEDERAL INDIVIDUAL INCOME 

TAX RETURN AND ALL SUPPORTING SCHEDULES AS FILED, A COPY OF 

ANY AMENDED FEDERAL INDIVIDUAL INCOME TAX RETURN FILED, AND 

any other information necessary for administration of the 

state income tax, as may be prescribed by the department. 

(2) If a taxpayer is unable to make his own return, an 

authorized agent, guardian, or other person charged with the 

care of the person or property of the taxpayer shall file 

the return. 

NEW SECTION. Section 11. Payaent of state income tax 

refunds -- interest. (l) A taxpayer required to file a 

state income tax return shall compute the amount of state 

income tax due and shall, at the time the return is filed, 

22 pay to the department any balance of tax in excess of $1 

23 

24 

25 

remaining unpaid after crediting the amount withheld as 

provided under 15-30-202 or any payment of estimated tax as 

provided undec 15-30-242, 
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(2) AS SOON AS PRACTICABLE AFTER THE CURRENT YEAR'S TAX 

RETURN IS ~ILED, THE DEPARTMENT SHALL EXAMINE AND VERIFY THE 

TAX. If the withheld tax or the estimated tax paid exceeds 

the state income tax due by more than $1, the department 

shall refund the excess to the taxpayer within 38 90 days 

after receiving the return. 

(3) IF THE AMOUNT OF TAX DUE IS GREATER THAN THE AMOUNT 

PAID, THE DIFFERENCE MUST BE PAID BY THE TAXPAYER TO THE 

DEPARTMENT WITHIN 60 DAYS AFTER NOTICE OF THE AMOUNT OF THE 

TAX DUE. IF PAYMENT IS MADE AFTER 60 DAYS, INTEREST MUST BE 

ADDED AT THE RATE OF 9% PER YEAR ON THE ADDITIONAL TAX. A 

PENALTY MAY NOT BE ASSESSED IF THE DEFICIENCY IS PAID WITHIN 

60 DAYS AFTER THE FIRST NOTICE OF THE AMOUNT DUE IS MAILED 

TO THE TAXPAYER, 

t3till Except as provided in 15-30-321, interest at a 

rate of 9\ a year must be added to any state income tax or 

portion of tax, from the due date until paid, whether the 

taxpayer has been granted a filing extension or not. 

t4till If a joint return is made by husband and wife, 

the liability with respect to the tax is joint and several. 

SECTION 12. SECTION 15-30-145, MCA, IS AMENDED TO READ: 

•15-JQ-145. Revision of return by department 

examination of records and persons. (1) If, in the opinion 

of the department, any return of a taxpayer is in any 

25 essential respect incorrect, it may revise such return, The 
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department may revise the return to determine the taxpayer's 

correct federal taxable income regardless of whether the 

internal revenue service has revised the taxpayer's reported 

federal taxable income. If any taxpayer fails to make return 

as herein required, the department is authorized to make an 

estimate of the taxable income of such taxpayer from any 

information in its possession and to audit and state an 

account according to such return or the estimate so made by 

it for the taxes, penalties, and interest due the state from 

such taxpayer. Except in the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 

false or fraudulent return violating the provisions of this 

chapter, the amount of tax due under any return shall be 

determined by the department within 5 years after the return 

was made and the department thereafter shall be barred from 

revising any such returns or recomputing the tax due 

thereon, and no proceeding in court for the collection of 

such tax shall be instituted after the expiration of said 

period, notwithstanding the provisions of 15-30-322. The 

department may revise the return to determine the taxpayer's 

correct federal taxable income within 5 years after the 

return was made regardless of whether the federal statute of 

limitations has run. In the case of a person who, with 

intent to evade the tax, purposely er knowingly files a 

false or fraudulent return violating the provisions of this 
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chapter, the amount of tax due may be determined at any time 

after the return is filed and the tax may be collected at 

any time after it becomes due and, where no return has been 

filed, the tax may be assessed at any time. 

(2) The department, for the purpose of ascertaining the 

correctness of any return or for the purpose of making an 

estimate of taxable income of any person where information 

has been obtained, may also examine or cause to have 

examined by any agent or representative designated by it for 

that purpose any books, papers, or records of memoranda 

bearing upon the matters required to be included in the 

return and may require the attendance of the person 

rendering the return or any officer or employee of such 

person or the attendance of any person having knowledge in 

the premises and may take testimony and require proof 

material for its information, with power to administer oaths 

to such person or persons. The department may exercise this 

power regardless of whether the internal revenue service has 

revised __ the taxpayer's reported federal taxable income and 

regardless of whether the feder~l statute of limitations has 

run." 

SECTION 13. SECTION 15-30-149, MCA, IS AMENDED TO READ: 

"15-30-149. Credits and refunds period of 

limitations. (1) If the department discovers from the 

25 examination of a return or upon claim duly filed by a 
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taxpayer or upon final judgment of a court that the amount 

of income tax collected is in excess of the amount due or 

that any penalty or interest was erroneously or illegally 

collected, the amount of the overpayment shall be credited 

against any income tax, penalty, or interest then due from 

the taxpayer and the balance of such excess shall be 

refunded to the taxpayer. 

(2) {a) A credit or refund under the provisions of this 

section may be allowed only if, prior to the expiration of 

the period provided by 15-30-145 and by 15-30-146 during 

which the department may determine tax liability, the 

taxpayer files a claim or the department determines there 

has been an overpayment. 

(b) If an overpayment of tax results from a net 

operating loss carryback, the overpayment may be refunded or 

credited within the period that expires on the 15th day of 

the 40th month following the close of the taxable year of 

the net operating loss if that period expires later than 5 

years from the due date of the return for the year to which 

the net operating loss is carried back. 

(3) Within 6 months after an amended return, a 

delinquent return, or a claim for refund is filed, the 

department shall examine sa~e the return or claim and either 

approve or disapprove it. If 9aid the return or claim is 

approved, the credit or refund shall be made to the taxpayer 
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within 60 days after the claim is approved: if the return or 

claim is disallowed, the department shall so notify the 

taxpayer and shall grant a hearing thereon upon proper 

application by the taxpayer. If the department disapproves a 

claim for refund, review of the determination of the 

department may be had as otherwise.provided in this chapter. 

(4) Except as hereinafter provided for, interest shall 

be allowed on overpayments at the same rate as is charged on 

delinquent taxes due from the due date of the return or from 

the date of the overpayment (whichevec date is later) to the 

date the department approves refunding or crediting of the 

overpayment. With respect to tax paid by withholding or by 

estimate, the date of overpayment shall be deemed to be the 

date on which the return for the taxable year was due. No 

interest shall accrue on an overpayment if the taxpayer 

elects to have it applied to his estimated tax for the 

succeeding taxable year, nor shall interest accrue during 

any period the processing of a return or claim for refund is 

delayed more than 30 days by reason of failure of the 

taxpayer to furnish info[mation requested by the department 

for the purpose of verifying the amount of the overpayment. 

No interest shall be allowed if: 

(a) the overpayment is refunded within 6 months from 

the date the return is due or the date the return is filed, 

25 whichever date is later; 
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(b) the overpayment results from the carryback of a net 

operating loss; or 

(c) the amount of interest is less than $1. 

(5) An overpayment not made incident to a bona fide and 

orderly discharge of an actual income tax liability or one 

reasonably assumed to be imposed by this law shall not be 

considered an overpayment with respect to which interest is 

allowable.'' 

Section 14. Section 15-30-128, MCA, is amended to read: 

•is-30-128. Credit for eKpense of caring for certain 

elderly family members. (l) There is a credit against the 

tax imposed by this chapter for qualified elderly care 

expenses paid by an individual for the care of a qualifying 

family member during the taxable year. 

(2) A qualifying family member is an individual who: 

(a) is related to the taxpayer by blood or marriage; 

(b) {i) is at least 70 years of age; or 

{ii) is diagnosed by a physician as having senile 

dementia of the Alzheimer type; and 

(c) has a family income of $15,000 or less for the 

taxable year. 

( 3) For purposes of this section, "family income" 

means, in the case of an individual who is not married, the 

federal adjusted gross income of the individual or, in the 

case of a married individual, the federal adjusted gross 
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income of the individual and the individual's spouse. 

(4) Qualified elderly care expenses include: 

(a) payments by the taxpayer for home health 

services provided by an organization certified 

agency 

by the 

federal health care financing administration, homemaker 

services, adult day care, respite care, or health-care 

equipment and supplies: 

(i) provided to the qualifying family member: 

(ii} provided by an organization or individual not 

related to the taxpayer or the qualifying family member; and 

(iii) not compensated for by insurance or otherwise: 

(b) subject to the limitations in subsection (4)(a), 

payments by the taxpayer for nursing home care of an 

individual who is diagnosed by a physician as having senile 

dementia of the Alzheimer type. 

(5) The percentage amount of credit allowable under 

this section is: 

{a) for a taxpayer whose federal adjusted gross income 

does not exceed $25,000, 30\ of qualified elderly care 

expenses; or 

(b) for a taxpayer whose federal adjusted gross income 

exceeds $25,000, the greater of: 

{i) 20% of qualified elderly care expenses: or 

(ii) 30% of qualified elderly care expenses, less 1% for 

each $2,000 or fraction thereof by which the federal 
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adjusted gross income of the taxpayer for the taxable year 

exceeds $25,000. 

{6) The dollar amount of credit allowable under this 

section is: 

1a) reduced by $1 for each dollar of the federal 

adjusted gross income over $50,000 for a taxpayer whose 

federal adjusted gross income exceeds $50,000; 

(b) limited to $5,000 per qualifying family member in a 

taxable year and to $10,000 total for two or more family 

members in a taxable year; 

(c) prorated among 

contribute to qualified 

qualified family member 

proportion that their 

multiple taxpayers who each 

elderly care expenses of the same 

in a taxable year in the same 

contributions bear to the total 

qualified elderly care expenses paid by those taxpayers for 

that qualified family member. 

(7) A deduction or credit is not allowed under any 

other provision of this chapter with respect to any amount 

for which a credit is allowed under this section. The credit 

allowed under this section may not be claimed as a carryback 

or carryforward and may not be refunded if the taxpayer has 

no tax liability. 

(8) In the case of a married individual filing a 

separate return, the percentage amount of credit under 

subsection (5) and the dollar amount of credit under 
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subsection (6) are limited to one-half of the figures 

indicated in those subsections." 

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

•15-30-162. Investment credit. (1) There is allowed as 

a credit against the tax imposed by ¼S-38-¼83 [section 6} a 

percentage of the credit allowed with respect to certain 

depreciable property under section 38 of the Internal 

Revenue Code of 1954, as amended, or as section 38 may be 

renumbered or amended. However, rehabilitation costs as set 

forth under section 46(a){2)(F} of the Internal Revenue Code 

oE--¼9547--er--~9--seee¼en--46tatt%ttPt-may-be-Peft~mbePed-er 

amended7 are not to be included in the computation of the 

investment credit. The credit is allowed for the purchase 

and installation of certain qualified property defined by 

section 38 of the Internal Revenue Code e~-¼9547-as-araendedy 

if the property meets all of the following qualifications: 

(a) it was placed in service in Montana; and 

lb) it was used for the production of Montana adjusted 

gross income. 

(2) The amount of the credit allowed for the taxable 

year is 5\ of the amount of credit determined under section 

46(a)(2} of the Internal Revenue Code e!-½9S47--as--amended7 

or as section 46{a)(2) may be renumbered or amended. 

(3) Notwithstanding the provisions of subsection (2), 

the investment credit allowed for the taxable year may not 

-24- HB 996 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0996/02 

exceed the taxpayer's tax liability for the taxable year or 

$500, whichever is less. 

14) If property for which an investment credit is 

claimed is 

portion of 

apportioned 

used both inside and outside this state, only a 

the credit is allowed. The credit must be 

according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which is the 

number of days during the taxable year the taxpayer owned 

the property. The investment credit may be applied only to 

the tax liability of the taxpayer who purchases and places 

in service the property for which an investment credit is 

claimed. The credit may not be allocated between spouses 

unless the property is used by a partnership or small 

business corporation of which they 

shareholders. 

are partners or 

(5) The investment credit allowed by this section is 

subject to recapture as provided for in section 47 of the 

Internal Revenue Code o£-±9547-89-ameftded7-er-as-seet±en-4i 

fftfl:y-be-r-ern:tmbered-or-ameruied. n 

Section 16. Section J 5-30-241, MCA, is amended to read: 

•15-30-241. Declaration of estimated tax. ( l) E¥ery 

Each individual except-farmers,-ranehers,-or-stoe~fflen shall, 

at the time prescribed in subsection (3) 0£-~~t~-~eetion, 

make a declaration of his estimated tax for the taxable year 
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if h±s-net-ineome-£rom-soarees-ether-than--wages7--sa¼ar±es7 

eenttses 7 --or--other-emo¼aments-ean-reasonabty-be-ex~eeted-ee 

eqtta¼-or-exeeed-h±s-net-±neome-£rom-wa9es7-sa¼ar±es7-benttses 

or-other-eme¼aments7-wh~eh-8re-sttbjeet-te-withfte¼ding he is 

required to file a declaration of his estimated tax under 

the provisions of the Internal Revenue Code. 

(2) In the declaration required under subsection (1) of 

this section, the individual shall state: 

{a) the amount which he estimates as the amount of tax 

under ¼,-39-¼83 [section 7] for the taxable year; 

(b) the amount which he estimates will be withheld from 

wages paid by his employer if said individual is an 

employee; 

(C) 

( 2) {a) 

which 

the excess of the amount estimated under subsection 

over the amount estimated under subsection (2)(b), 

excess for purposes of this section shall be 

considered the estimated tax for the taxable year; 

(d) such other information as may be prescribed in 

rules promulgated by the department. 

(3) The declaration required under subsection (1) ef 

this-9eetioft shall be filed with the department on or before 

April 15 of the taxable year, except that if the 

requirements of subsection (1) O£--th½s--seet¼on are first 

met: 

(a} dfter April land before October l of the taxable 
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year, the declaration shall be filed on or before October 15 

of the taxable year; 

{b) after October l of the taxable year, the 

declaration shall be filed on or before February 15 of the 

succeeding taxable year. 

(4) An individual may make amendments of a declaration 

filed during the taxable year under subsection (3) e£-~his 

seeeien under rules prescribed by the department. 

(5) If, on or before February 15 of the succeeding 

taxable year, the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount computed on his return as payable, then under 

rules prescribed by the department: 

(a) if the declaration is not required to be filed 

during the taxable year but is required to be filed on or 

before s~eh February 15, stteft the return shall for the 

purposes of this section be considered as such declaration; 

and 

(b) if the tax shown on the return is greater than the 

estimated tax shown in a declaration previously made or in 

the last amendments thereof, stteft the return shall for the 

purposes of this section be considered as the amendment of 

the declaration permitted by subsection (4) ei-~h¼s--seet¼on 

to be filed on or before stteh February 15. 

(61 The department shall promulgate rules governing 
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reasonable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayers who 

are abroad, and no such extension shall be for more than 6 

months. 

(7) If the taxpayer is unable to make his own 

declaration, the declaration shall be made by a duly 

authorized agent or by the guardian or other person charged 

with the care of the person or property of such the 

taxpayer~ 

(8) Any individual who fails to file a declaration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-30-321." 

Section 17. Section 15-30-303, MCA, is amended to read: 

"15-30-303. Confidentiality of taz records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

of inc01De or any particulars set forth or disclosed in any 

report or return required under this chapter or any other 

information secured in the administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 

-28- HB 996 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0996/02 

(2) The officers charged with the custody of such 

reports and returns shall 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 any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or stteh the other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of and may admit in evidence so 

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

are pertinent to the action or proceedings and no more. 

(3} Nothing herein sha¼¼ ~ be construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof: or 

(c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who sha¼i ~ bring action to set aside or 

review the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 
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provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns shai¼ ~ be preserved for 3 

years and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (1) through (4) e£ 

th¼s--seet¼on shall be punished by a fine not exceeding 

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

year, or both, at the discretion of the court, and if the 

offender ee is an officer or employee of the state, he shall 

be dismissed from office and be incapable of holding any 

public office in this state for a period of 1 year 

thereafter. 

(6) Notwithstanding the provisions of this section, the 

department may permit the commissioner cf 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 

sttch the officer or his authorized representative an 

abstract of the return of income of any individual or supply 

him with information concerning any item of income contained 

in any return or disclosed by the 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 
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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-

(?) Further, notwithstanding any of the provisions of 

this section, the department shall furnish: 

tat--te--the--department--o£--;ttst¼ee--a¼¼---in£erma~¼en 

neeessary--te--identify--tftese--persons--~a¼i£ying--£or-the 

addit¼ena¼-exemptien-fer-D¼indness-purs~ant-te-¼S-38-~¼it•tT 

Eer-the-purpose-0£-enab¼¼n~-tfte--Separtment--oE--justiee--to 

administer-tfte-prov½siens-eE-6¼-5-¼85; 

tDt..L!l to the department of social and rehabilitation 

services information acquired under lS-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; 

tetil!.l. to the department of fish, wildlife, and parks 

specific information that is available from income tax 

returns and required 

residency requirements 

fishing licenses; and 

under 

of an 

87-2-102 

applicant 

to establish 

for hunting 

the 

and 

tdti£l to the board of regents information required 

under 20-26-1111." 

Section 18. Section 15-30-323, MCA, is amended to read: 

"15-30-323. Penalty for deficiency. (l) If the payment 
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required by i5-~&-i4~t6t [section i& ill 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% thereof; provided, 

however, that no deficiency penalty shall be less than $2. 

Interest will be computed at the rate of 9\ per annum 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 thereen at the rate 

of 91 per annum from the time when the return was originally 

required to be filed to the time of payment." 

Section 19. Section 15-31-131, MCA, is amended to read, 

•15-31-131. Credit for dependent care assistance. tl) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant to a 

program that meets the requirements of section 89(k) and 
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l29(d)(2) through (6) of the Internal Revenue Code. 

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

subsection (1) 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 (l} 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 to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (l) if the amount was paid or 

incurred to an individual described in section 129(c)(l) or 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred by an employer to 

provide dependent care assistance to or on behalf of an 

employee does not qualify for the credit allowed under 

subsection (1) if the amount is paid or incurred pursuant to 

a salary reduction plan or is paid or incurred for services 

not performed within this state. 
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(5) If the credit allowed under subsection (1) is 

claimed, the amount cf 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 (1) 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, "wages" does not include any amount 

excluded under this subsection. Afflo~nts-exc¼ttded-ttftder-~his 

stt~seeeieft-de-"e~-~tta¼i£y-as-~xpeftses-£er-wh¼eft-a--defttteeieft 

¼s-a¼iewed-~e-~ffe-em~¼eyee-ttftder-%5-38-tita 

{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 
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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 an S 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 1 s shareholders. A shareholder's 

credit must be computed using the shareholder 1 s pro rata 

share of the corporation's costs that qualify foe 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) ~he the definitions and special rules contained in 

section l29(e) of the Internal Revenue Code apply to the 

extent applicableT; and 

(b) J1.Bm,p¼eyer• "employer" means an employer carrying on 

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

tet--•Tft~erna¼--Revenae-eode~-means-the-Eedera¼-¼n~er~a¼ 

Revenase-eede-as-amended-aftd-!:'n-effeet-e"-asnase:ry-¼7-¼989-:-" 

Section 20. Section 15-31-202, MCA, is amended to read: 

•15-31-202. Election by small business corporation. (l) 

A small business corporation may elect not to be subject to 

the taxes imposed by this chapter. 
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(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 corporationi and 

(b) with respect to the taxable years of a shareholder 

of sach 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 election under subsection (1) must be made in 

accordance with rules prescribed by the department of 

revenue. 

(4) This election is not effective unless the corporate 

net income or loss of such electing corporation is included 

in the stockholders' federal adjusted 4rese taxaQi~ income 

as defined in ¼5-38-iii [section 6]. 

(S) Every electing corporation is required to pay the 

minimum fee of $10 required by 15-31-204.'' 

Section 21. Section 15-32-303, MCA, is amended to read: 
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•15-32-303. Deduction for purchase of Montana produced 

organic fertilizer. In addition to all other deductions from 

adiusted--~ress--individtta¼--¼neeme--a¼lew@d--¼n---eompttting 

texee¼~--¼~eeffle--ttnfter--~itie--¼57-efta~~e~-3&,-er-irem gross 

corporate income allowed in computing net income under Title 

15, chapter 31, part 1, a taxpaye~ corporation may deduct 

ft~s its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure was not 

otherwise deducted in computing taxable income.'" 

Section 22. Section 15-33-106, MCA, is amended to read: 

"15-33-106. capital gains dividends exempted. Any 

capital gains or dividend income realized by an--±nd~vidtta~ 

or a corporation from an investment in an SBIC organized in 

accordance with this part is exempt from taxation under the 

provisions of Title 15, ehapters-36 and chapter 31." 

Section 23. Section 53-6-111, MCA, is amended to read: 

"53-6-111. Department charged with general 

administration of medical assistance -- adoption of rules to 

punish fraud. ( 1) The department of social and 

rehabilitation services is hereby authorized and empowered 

21 to administer and supervise a vendor payment program of 

22 

23 

24 

25 

medical assistance under the powers, duties, and functions 

provided in chapter 2 of this title, as amended, and as 

contemplated by the provisions of Title XIX of the federal 

Social Security Act. 
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(2) The department shall adopt rules establishing a 

system of penalties and sanctions applicable to providers of 

medical assistance services and supplies who engage in 

fraudulent, abusive, or improper activities. The department 

shall define by rule those activities which are fraudulent, 

abusive, or improper. 

(3) The penalties or sanctions imposed include but are 

not limited ta: 

(a) required courses of education 

governing the medicaid program: 

in the rules 

{b) withholding of payments to offset previous improper 

payments to a provider: 

(c) suspension of payments to a provider pending 

resolution of a dispute involving fraudulent, abusive, or 

improper activities: 

(d) suspension of participation in the program for a 

specified period of time; and 

(e) permanent termination of participation in 

medical assistance program. 

the 

(4) The department is entitled to recover from a 

provider all amounts paid as a result of fraudulent, 

abusive, or improper activities, together with interest at 

the rate set by '!,5-il8-·Hi [section ±8 ill for tax 

deticiencies from the date of such payment. 

I 5) In all cases in which a penalty or sanction may be 
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imposed, a provider is entitled to a hearing under the 

provisions of Title 2, chapter 4, part 6. 11 

Section 24. 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 

lb) 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 

{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 
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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 

by a political subdivision w±th½n---ehe--meaft¼n~--oE 

¼S-38-¼¼¼tittat tseet~eft-6tittet~-

(5) For the security of any such bonds, the authority 

or municipality may 

covenant, agreement, 

additional powers 

by resolution make and enter into any 

or indenture and may exercise any 

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 far the bonds 

may be paid from any revenues referred to in this chapter, 
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prior to the payment of current costs of operation and 

maintenance of the facilities. 

(6) Subject to the conditions stated in this subsection 

(6), the governing body of any municipality having a 

population in excess of 10,000, with respect to bonds issued 

pursuant to this chapter by the municipality or by an 

authority in which the municipality is included, may by 

resolution covenant that in the event that at any time all 

revenues, including taxes, appropriated and collected for 

such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency; and may further covenant that at any time a 

deficiency is likely to occur within l year for the payment 

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 
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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, ta the 

extent applicable, as provided for municipal general 

obligation bonds in Title 7, chapter 7, part 42, for an 

election called by cities and towns, and as provided for 

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

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 

pursuant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection 

above." 

I l) 

Section 25. Section 19-3-105, MCA, is amended to read: 

"19-3-105. Exemption from taxes-and legal process. The 

right of a person to a retirement allowance or any other 
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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; 

tZt--sttbjeet-te-sea~e7-ee~nty7-er-man¼eipar-~exes-exeept 

Eo~-a-re£ttnd-paid-ttnder-l9-3-783-e£-a-memeer~e-eent~ibttt¼ens 

pte~ed-ttp-Dy-an-em~¼eyer-af~e~-tttt~e-38 7 -¼985T-as-previded-in 

¼9-3-~&¼;-er 

t3t 2!. assignable 

specifically provided. 11 

except as in this chapter 

Section 26. Section 19-4-706, MCA, is amended to read: 

•19-4-706. Exeaption froa taxae¼en-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--exempted-£rem-any-seaee7-eoant7T-e~--mHnie¼pa¼--~ax 

oE--the--s~a~e-ef-Montana-exeep~-fe~-a-w±thdrawa¼-paid-ttnder 

¼9-4-683--ef--a--memberis--een~r±bat±o~s--~±e~ed--ttp--by--en 

emp¼eyer-after-attne-38T-¼985T-as-pre•¼eee-±n-¼9-4-66i? 

tit not subject to eKecution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 

other process~ and 

t3t unassignable except as Specifically provided in 
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this chapter." 

Section 27. section 19-5-704, MCA, is amended to read, 

•19-5-704. Exemption from taxes-and legal process. Any 

money received or to be paid as a member 1 s annuity, state 

annuity, or return of deductions or the right of any of 

these sha¼¼-be is exempt from any state-or-mttft±e¼pa:¼-~ax-and 

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

process whatsoever and sha¼¼-he is unassignable except as 

specifically provided in 19-5-705." 

Section 28. Section 19-6-705, MCA, is amended to read, 

•19-6-705a Exemption from ~axes-an8 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--exemp~--rrom--any--s~a~e7--eettft~y7-er-mttnieipa¼-~ax 

exeept-re~-a--ref~nd--pa¼ft--ttnder--¼9-6-483--of--a--•emherLs 

eontrib~t±ens--p¼eked-Hp-hy-an-emp¼oyer-af~er-Jttne-3&7-¼9857 

as-pre¥±ded-½n-¼9-6-4&i~ 

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

any other process~ and 

t3t is unassignable except as specifically provided in 

19-6-706. 11 

Section 29. Section 19-7-705, MCA, is amended to read: 

•19-7-705. Exemption from taxes-eftd legal process. Any 

money received or to be paid as a member 1 s annuity, state 
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annuity, or return of deductions or the right of any of 

these is~ 

t¼t--exempe-£rem-any-state7--eettnty7--er--fflttft¼e¼pa~--ta~ 

exeept--£or--a--reEttnd--paid-ttnder-¼9-i-384t¼t-o£-a-memberis 

eontr½bttt½ens-pie~eft-tt~-by-an-emp¼oyer-after-attne-3&7--¼9857 

as-previfted-¼n-T9-~-483; 

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

any other process~ and 

t3t is unassignable except as specifically provided in 

19-7-706." 

Section 30. Section 19-8-805, MCA, is amended to read: 

•19-8-805~ Ezeaption fr011. taxes-and legal process. Any 

13 money received or to be paid as a member's annuity, state 

14 annuity, or return of deductions or the right of any of 

15 these is~ 

16 t¼t--exempt--frem--any--stete,--eonnty,-or-mttntc:±pa¼-tax 

17 e•eepi!-feP-a-re£nnd-patd--~nder--¼9-8-S&3--eE--the--memberis 

18 

19 

20 

21 

22 

23 

24 

25 

c:ontr¼b~C¼ons--p~c~ed-ttp-by-an-efflp¼eyer-afeeP-anne-~6T-¼9957 

as-preY¼ded-~ft-%9-9-58i!~ 

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

any other process~ and 

t,t is unassignable except as specifically provided in 

19-8-806.'' 

Section 31. section 19-21-212, MCA, is amended to read: 

"19-21-212. Exemption from t8X8tion, legal process, and 
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assessments. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

t 3: t--exem."~-£ 1" om-any--s ta te ,-conn ty7-or -mtt n ½e !: pa ¼-i!a ,r7 

tl!tfil not subject to execution, 

attachment, or other process; 

t3till not covered or assessable by an 

guaranty association; and 

garnishment, 

insurance 

t•till unassignable except as specifically provided in 

the contracts." 

Section 32. Section 15-30-125, MCA, is amended to read: 

•15-30-125. Credit for energy-conserving investaents. 

13 ill There is a credit against tax liability under this 

14 chapter as provided in 15-32-109. 

15 (2) A temporary _resident_ is allowed the~redit allowed 

16 a resident under 15-32-109 to the extent the credit was 

17 

18 

19 

20 

21 

22 

23 

24 

25 

expended in Montana dnring-the during the course of his 

residency." 

NEW SECTION, Section 33. Repealer. Sections 15-30-103, 

15-30-105, 15-30-106, 15-30-108, 15-30-110, 15-30-111, 

15-30-112, 15-30-113, 15-30-114, 15-30-115, 15-30-117, 

15-30-121, 15-30-122, 15-30-123, 15-30-126, 15-30-131, 

15-J0-132, 15-30-135, 15-30-136, 15-30-137, 15-30-142, 

15-30-143, 15-30-156, 15-30-157, 19-9-1005, and 19-13-1003, 

AND 80-12-211_,_ MCA, are repealed, 
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NEW SECTION, Section 34. Codification instruction 

instruction to code commissioner. (1) {Sections 6 through ½8 

11] are intended to be codified as an integral part of Title 

l5, chapter 30, part 1, and the provisions of Title 15, 

chapter JO, part 1, apply to [sections 6 through ½8 !_!.]. 

(2) The code commissioner is instructed to make changes 

throughout the Montana Code Annotated to reflect the change 

in definition of •Internal Revenue Code" in 15-30-101. 

NEW SECTION. SECTION 35. COORDINATION INSTRUCTION. (1) 

IF SENATE BILL NO, 333 IS PASSED AND APPROVED, THEN THE 

LANGUAGE IN (SECTION 6(3) OF Tl!IS ACT] IS VOID. 

(2) IF SENATE BILL NO. 445 IS PASSED AND APPROVED, THEN 

THE APPEAL PROVISIONS CONTAINED IN THAT BILL GOVERN THE 

14 APPEAL PROVISIONS SET FORTH IN [THIS ACT] AND THE 90-DAY 

15 PROVISION IN [SECTION 10 OF THIS ACT] MUST BE CHANGED TO 60 

16 DAYS, 

17 NEW SECTION. Section 36. Saving clause. [This act] 

18 does not affect rights and duties that matured, penalties 

19 that were incurred, or proceedings that were begun before 

20 [the effective date of this act], 

21 NEW SECTION. Section 37. Severability. If a part of 

22 (this act] is invalid, all valid parts that are severable 

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

24 act) is invalid in one or more of its applications, the part 

25 remains in effect in all valid applications that are 
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severable from the invalid applications. 

NEW SECTION. Section 38. -m,1:1:1:5lll:!l:1.Vl>-----,.l>l>1.1:~llb1.1.1.1:y 

APPLICABILITY. (This act} applies ~eer-eaet¼•ely,-wi:thin--ti:fte 

meanin9---0£--%-i-¼69r to taxable years beginning after 

December 31, 1998 1991. 

NEW SECTION. Section 39. Effective date. [This act J is 

effective on passage and approval. 

-End-
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HOUSE BILL NO. 996 

INTRODUCED BY REAM, VANVALKENBURG, KIMBERLEY, ELLIOTT, 

DRISCOLL, COHEN, BARNHART 

A BILL FOR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 

STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX 

BASED ON A PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON 

MONTANA TAXABLE INCOME: AMENDING SECTIONS 7-14-1133, 

7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-125, 

15-30-128, 15-30-145, 15-30-149, 15-30-162, 15-30-241, 

15-30-303, 15-30-323, 15-31-131, 15-31-202, 15-32-303, 

15-33-106, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 

19-8-805, 19-21-212, 53-6-111, AND 67-11-303, MCA; REPEALING 

SECTIONS 15-30-103, 15-30-105, 15-30-106, 15-30-108, 

15-30-110, 15-30-111, 15-30-112, 15-30-113, 15-30-114, 

15-30-115, 15-30-117, 15-30-121, 15-30-122, 15-30-123, 

15-30-126, 15-30-131, 15-30-132, 15-30-135, 15-30-136, 

15-30-137, 15-30-142, 15-30-143, 15-30-156, 15-30-157, 

19-9-1005, ANS 19-13-1003, AND 80-12-211, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE AND A--RB'l'ReAe~iYB AN 

APPLICABILITY DATE." 

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

Section 1. section 7-14-1133, MCA, is amended to read: 

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

~na •-••• Council 
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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 

government; or 

or 

(d) other sources. 

contributions from the federal 

(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 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

possible to impose, maintain, and collect rates, charges, 

rentals, and taxes, if any are pledged, sufficient to make 
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the revenues from the pledged source in such year at least 

equal to the amount of principal and interest due in that 

yeaC'. 

(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, county, or 

municipality 

declared to 

pursuant to 

be issued 

the provisions of this part are 

for an essential public and 

governmental purpose by a political subdivision w¼~hin-~fte 

meaning-e~ ¼5-3&-¼¼¼tzttat tsee~ien-6tzttett-

(S) 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 

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 

-3- HB 996 

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 

HB 0996/03 

maintenance of the facilities. 

( 6) Nothing in this section or 7-14-1134 may be 

construed to limit the use of port authority revenues, 

including federal and state money as described in 7-14-1136, 

to make grants and loans or to otherwise provide financial 

and other support to private development organizations, 

including corporations organized under the provisions of the 

development corporation act in Title 32, chapter 4. Under no 

circumstances may the 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. Bonds 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 wi~hin 

the-meaniftg-e£ ¼5-39-ii¼t~ttat tseetieft-6tzttett." 

Section 3. Section 13-37-218, MCA, is amended to read: 

"13-37-218. Limitations on receipts froa political 

coaaittees. 1!l A candidate for the state senate may receive 

no more than $1,000 in total combined monetary contributions 

from all political committees contributing to his campaign, 

and a candidate for the state house of representatives may 

receive no more than $600 in total combined monetary 
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contributions from all political committees contributing to 

his 

by 

campaign. The foregoing limitations shall be multiplied 

the inflation factor as defined in t5-38-t9tf9t 

subsection {2) for the year in which general elections are 

held after 1984: the resulting figure shall be rounded off 

to the nearest $50 increment. The commissioner of political 

practices shall publish the revised limitations as a rule. 

In-kind contributions may not be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

eligible for a primary election under 13-10-601. 

( 2) As used in this section, 11 inflation factor II means a 

number determined for each year by dividing the consumer 

price index for June of the year by the consumer price index 

for June of 1980." 

Section 4. Section 13-37-303, MCA, is amended to read: 

"13-37-303. Donation by taxpayer. (l) An individual 

whose withheld income tax or payment of estimated tax 

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 return7--a~--p~ev¼ded--±n--¼5-38-¼4i; 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 
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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 5. 

"15-30-101. 

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

Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

t¼t--•Base-year-s~rttetttre•-means-the-re¼¼ew¼ft~--e¼eaenes 

eE-tfte-¼neeme-tax-strueture~ 

tat--the--tax--braekets--estabt¼shed--¼n--t5-38-t93T-bttt 

anad;asted-by-sabseetion-trt-o£-¼5-39-t837-±n-effeet-on-aane 

36-o£-the-taxab%e-year; 

t~t--the--exempt±ons---eonta±"ed---±n---¼5-39-¼¼i,---bttC 

anadjasted--by--sabseet±ens--tit--and--t8t--ef-t5-38-ttiy-±n 

etteet-en-dttne-38-ot-the-taxab¼e-year; 

tet--~he--IM•¼mttm---s~andard---deftttet¼en---prev±ded---±n 

t5-38-tir,-bat-anadjttsted-by-sabseet±en-tit-ef-t5-39-tii7-tn 

etteet-on-Ottfte-39-of-the-taxab¼e-yearT 

tit--•eonsttmer--price--±ndex•--means--~he-eonsttmer-~r±ee 

±ndex,-H~itee-sta~es-e*ty-a~era9e,-£or-a¼i-items,-ttsin9--~fte 

t96i--base--o£--tee--as--pabi±shed--by--the--bareaa-of-tabor 

-6- HB 996 



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 

BB 0996/03 

scaeisCies-ef-~he-8aST-depe:rbent-o£-¼abor• 

t3ti!l "Department" means the department of revenue. 

t4t--4 Bi¥idend4 --means--any--distr±btttien--made---ey---a 

eorperat¼on---ettt---ef---¼~s--earn±ngs--or--prer±ts--to--¼ts 

ehareho¼ders--or--members7--whether--±n--ea~~--or--±n--other 

preperty-or-in-stoek-oE-the-eorperst±en,--ether--than--~tock 

d±widends--as--here¼n--de£ined•--ustock-d±•±dendsu-mesns-new 

stoeX--±ssued7 --£or--sttrp¼tts--er--pro£±te--eap±ta½±zed7---to 

sharefto¼ders-¼n-proportion-te-tfteir-previotts-ho¼din~s• 

t5till_ "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. 

tDt1.ll "Foreign country" or "foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

t~t--•6Pese-¼neemea-means-the--taxpayeris--gress--±neeme 

for--!edera¼-¼neeme-tax-pttrpeses-as-deE±ned-in-seetion-6¼-0£ 

the-fnterna%-Reventte-eede-e£-¼95•-or-as-ehat-seet±on-may--be 

¼abe¼ed--or--amended7--exe¼ttding--ttnemp¼eyment--eempeneation 

ine¼ttded--in--federa¼--gross--ineome-ttnder-the-provisions-0£ 

section-BS-er-che-fnterna¼-ReYentte-eode-0£-½954-as-al'llendedT 

tBt--•Tn£¼ation-£aecer•-means-a--nttmber--determ±ned--£or 

eae~--taMab±e--year-by-dividing-the-eonsttmer-priee-~ndeM-£er 

dttne-er-the-taxab¼e-year-by-ehe--eonswner--priee--±ndex--£er 
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i111fte7-l989-,, 

ill "Individual" means a natural person, whether 

married or unmarried, adult or minor, subject to payment of 

an income tax under the Internal Revenue Code. 

t9tffi "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, 

state or 

employers, and all officers and employees of the 

of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

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

wages, premiums, annuities, 

emoluments, or other fixed 

compensations, remunerations, 

or determinable annual or 

periodical gains, profits, and income with respect to which 

any person or fiduciary is taxable under this chapter. 

tl8t-•Know±n9ly•-±s-as-de£±ned-±n-♦5-2-l8l-,, 

t½½t-uNe~-ineemeu-means-ehe-aditts~ed-gross-ineeme--e£--e 

texpeyer-¼ess-Che-defttte~iens-al¼owed-by-eh¼s-ehapterT 

t¼it-uPa±d•7--£er--the--parpeses--0£--~he-ded~ctiona-and 

cred¼ts-ttnder-tft¼s-ehapter7-means-pa¼d-or-aeerued-or-pa¼d-or 

iftcarred7-and-tfte-~erms-Upa¼d--er--¼nearredu--and--~paid--or 

aecraedU--shai%--be--eonstrtted--aecerd½ng--~e--tfte-methed-e~ 

aeeettftt¼n~-upen-~he-bas±s-o£-wh±eh--the--eaxab%e--tncome--is 

eempttted-tt~der-~h¼s-ehapterT 

-8- BB 996 



1 

2 

3 

' 5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

HB 0996/03 

t¼3t-8 Ptt~peaely•-is-aa-defined-in-4S-~-¼8l. 

t¼4t-aRece±ved•7--fer--~he--pttrpc,se--0£--eemptttat¼eft--eE 

ta~ab~e-ifteeme-ttnder-th±s-ehapter,-means-reeeived-or-aeerued 

aftd--the--term--•reee¼wed--er--acerueda--~fta¼¼--be-eeft~trtted 

aeeording-to-the-~ethod-e£--aeeettnting--ttpen--the--ba~i~--ef 

whieh-the-taxab¼e-ineeme-is-eomputed-uftder-thie-ehapter• 

(6) "Internal Revenue Code" means the Internal Revenue 

Code of 1954, redesignated as the "Internal Revenue Code of 

1986" by section 2 of Public Law 99-514, as that code may be 

amended from time to time by the United States congress. It 

is the specific intent of the legislature that all 

amendments by the United States congress must be 

incorporated into the context of any section of Title 15 

referring to the Internal Revenue Code. 

(7) "MONTANA ADJUSTED GROSS INCOME" MEANS THE AMOUNT OF 

INCOME A NONRESIDENT OR PART-YEAR RESIDENT RECEIVES FROM 

SOURCES WITHIN MONTANA. THE TERM DOES NOT INCLUDE INCOME 

EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR CONSTITUTION 

OF THE UNITED STATES. 

t=!-t(8) "Person" means an individual, a __ t:_rust or ~tate...! 

or a partnership. 

t¼St.±!11.2.l "Resident" applies only to natural persons 

and includes, for the purpose of determining liability to 

the tax imposed by this chapter with reference to the income 

of any taxable year, any person domiciled in the state of 
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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. 

t¼6t-~~a~ae¼e-¼neomeu-means-the-ad;ttsted-gross-ineeme-ef 

a--eaxpayer--¼ess-the-dedttet¼ons-and-exem~tions-pre•ided-for 

~n-this-ehapter. 

t±Ttf9t(l0) 11 Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

t¼Btt¼8t(ll) "Taxpayer" includes any person or 

fiduciary, resident or nonresident, subject to a tax imposed 

by this chapter and does not include corporations." 

NEW SECTION. Section 6. state incoae tax as percentage 

of federal. (1) A state income tax is imposed and must be 

paid and collected for each taxable year upon: 

(a) the redera¼ adjusted FEDERAL taxable income derived 

from sources within and outside Montana of each resident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code; and 

(b) the ~edera½ adjusted FEDERAL taxable income derived 

from sources within Montana of each nonresident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code. 

(2) 0 fl~d~re:¼-sdj~!"t~!!d ADJUSTED FEDERAL taxable income 0 

means the taxpayer's taxable income, as determined for 
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federal income taxes under the provisions of the Internal 

Revenue Code, with the following additional deductions: 

(a) ineeme--earned-hy-aft-eftre¼¼ed-memher-e£-a-£edera¼¼y 

reee~ft±ze~-¼nd±an-tr±be-during-~he-time-he--beeh--t±ves--aftd 

works-on-a-re9er~at±en~ 

tbt--Montana-ineeme-ta~-reittnd~-or-eredits~ 

tet--±nterest--ineome--£rem--ob¼igat¼ens--o£--the-en±ted 

States-geverft!llent-to-tfte-e~tent-the-ineome--is--ezempt--£rom 

state-±neome-tax-ttnder-£edera¼-½awT-and 

tdt--m¼¼¼tary-eombat-pay-reee±ved-ey-a-Montana-residentT 

INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR 

CONSTITUTION OF THE UNITED STATES MAY BE DEDUCTED. 

t3t~ A shareholder of a corporation for which the 

election provided for under subchapter S. of the Internal 

Revenue Code is in effect but for which the election 

provided under 15-31-202 is not in effect may deduct from 

his federal taxable income any part of the corporation's 

undistributed taxable income, net operating loss, capital or 

other gains, profits, or losses required to be included in 

the shareholder 1 s federal taxable income by reason of the 

election under subchapter S. However, to the shareholder's 

federal taxable income must be added distributions received 

from the corporation to the extent the distributions would 

be treated as taxable dividends if the subchapter S. 

election were not in effect. 
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t4t--Neftresideftes-eakiftg-afty-er-ehe-dedneeiefts-½iseed-ift 

s~bseetien-tit-may-e¼aim-en¼y-~ha~--pereen~a~e--o!--¼~emt~ed 

dedtte~iens-and-~he-pe~sena%-exemption-dedttetion-a¼¼owed-£rom 

£ederai---ad;tteted--grees--¼fteeme--that--the--pereefttage--e£ 

adjttsted-9ress-±ne~me-earned--£rem--9ottrees--w½thin--Mentafta 

hears-te-the-taxpayeris-£edera¼-adjttsted-9ross-ineomeT 

t5t--T~--a-taxpayer•s-federa½-ad;ttsted-taxabte-income-±s 

adjttsted-for-s~ate-ineeme-tax-pttrposes-to-¼ne¼ttde-any-e£-the 

add¼tiena¼-dedttctions-or-modi£icatiens--o£--sttBseetie~s--t%t 

ehrettgh--t4t--ans--rS-3&-r6T--and--iS-38-iiTT-the-taxpayeris 

tedera¼-±neome-tax-¼±ae±¼ity--mttst--he--reeemp~ted--on--this 

adjtts~ed--£igttre--to--a¼¼ow--the-state-ineome-tax-rate-te-be 

appiied-agftiftst-itT 

(3) (A) EXCEPT AS PROVIDED IN SUBSECTION (3)(B), A 

NONRESIDENT'S FEDERAL INCOME TAX LIABILITY FOR PURPOSES OF 

DETERMINING HIS STATE INCOME TAX LIABILITY PURSUANT TO 

[SECTION 7] IS THE TAXPAYER'S FEDERAL TAX LIABILITY 

MULTIPLIED BY THE PERCENTAGE DERIVED FROM DIVIDING THE 

TAXPAYER'S MONTANA ADJUSTED GROSS INCOME BY THE TAXPAYER'S 

FEDERAL ADJUSTED GROSS INCOME. 

(BJ IF A NONRESIDENT'S FEDERAL ADJUSTED GROSS INCOME IS 

ZERO OR A Loss, THEN HIS FEDERAL INCOME TAX LIABILITY FOR 

PURPOSES OF DETERMINING HIS STATE INCOME TAX LIABILITY 

PURSUANT TO [SECTION 7) IS THE FULL AMOUNT OF HIS FEDERAL 

TAX LIABILITY. 
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NEW SECTION. Section 7. Rate of tax.-Tne-raee-~t-§eaee 

±neome--tax--¼s--3i%--oE--a--taxpayer~s--federa¼--±neome-tax 

¼iabi¼ity7-exe¼ttd±ft~-~he-se¼!-emp¼eymeftt-tax--impesed--ttftder 

~eetion-148¼7-~nterna¼-Re•enae-eode,-adj~sted-as-preY±ded-±n 

f9ee~¼en--6tStiT (1) THE RATE OF STATE INCOME TAX IS 30% OF 

THE SUM OF A TAXPAYER'S FEDERAL INCOME TAX LIABILITY LESS 

FEDERAL CREDITS. 

(2) IF A TAXPAYER HAS ADJUSTED HIS FEDERAL TAXABLE 

INCOME AS PROVIDED IN [SECTION 6(2)], HE SHALL RECOMPUTE HIS 

FEDERAL INCOME TAX LIABILITY, LESS _C~EDITS, BEFORE APPLYING 

THE 301 RATE. 

ill A TAXPAYER'S FEDERAL TAX LIABILITY INCLUDES THE TAX 

AND PENALTY ON EARLY DISTRIBUTIONS FROM INDIVIDUAL 

RETIREMENT ACCOUNTS OR _Q_UALIFIEO RETIREMENT PLANS. A 

TAXPAYER'S FEDERAL INCOME TAX LIABILITY DOES NOT INCLUDE 

SELF-EMPLOYMENT TAX OR THE SOCIAL SECURITY TAX ON TIPS. 

NEW SECTION. Section 8. Nonresidents determination 

of in-state income. A nonresident's income from sources 

within Montana includes income derived from all property 

owned in this state ~nd from every business, trade, 

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

INCLUDING GAIN ANO INTEREST RECEIVED FROM THE INSTALLMENT 

SALES OF PROPERTY. r~--does--Mot--±ne¼ttde---ineoffle---£~0ffl 

aftMtt~ties7--iaeerese--on--han~--~e~e9±~~,-i~te~est-on-notes, 

bond97-or-other-interest-bearin9-ob¼¼gat±ons,--or--~ividends 
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Oft-stee~-0£-eorperations7-exeept-to-tfte-exteftt-eo-vftieft-tftia 

ineome--is--a--part--0£--the-±neome-der¼•ed-£rem-a-business7 

trade7-pro~ession7-or-oeettpation-earried-on-in--tftis--staee. 

In the case of a business, trade, profession, or occupation 

carried on partly within and partly outside this state by a 

nonresident, the income from sources within this state must 

be determined by apportionment and allocation under rules 

adopted by the department. 

NEW SECTION. SECTION 9. NONRESIDENT ALTERNATIVE GROSS 

RECEIPTS TAX. 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 ANO 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, SUCH 

TAX SHALL BE IN LIEU OF THE TAX IMPOSED UNDER [SECTION 6]. 

THE GROSS VOLUME OF SALES MADE IN MONTANA DURING THE TAXABLE 

YEAR SHALL BE DETERMINED ACCORDING TO THE PROVISIONS OF 

ARTICLE IV, SECTIONS 16 AND 17, OF THE MULTISTATE TAX 

COMPACT. 

NEW SECTION. Section 10. Tax return -- contents. ( 1) 

Each individual, MARRIED COUPLE FILING A JOINT FEDERAL 
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RETORNL or fiduciary mentioned in (section 6(1)] shall file 

a return, USING THE SAME FILING STATUS USED TO FILE THE 

TAXPAYER'S FEDERAL RETURN, with the department showing: 

(a) the amount of tax due and payable as reported on 

the taxpayer•s federal income tax return or as recomputed as 

required in [section 6t5t II; 

(b) the amount of tax due under [section 7), less 

credits, if any, claimed against the tax: 

(C) A COMPLETE COPY OF THE FEDERAL INDIVIDUAL INCOME 

TAX RETURN AND ALL SUPPORTING SCHEDULES AS FILED, A COPY OF 

ANY AMENDED FEDERAL INDIVIDUAL INCOME TAX RETURN FILED, AND 

any other information necessary for administration of the 

state income tax, as may be prescribed by the department. 

(2) If a taxpayer is unable to make his own return, an 

authorized agent, guardian, or other person charged with the 

care of the person or property of the taxpayer shall file 

the return. 

NEW SECTION. Section 11. Payment of state income tax 

refunds -- interest. (1) A taxpayer required to file a 

state income tax return shall compute the amount of state 

income tax due and shall, at the time the return is filed, 

pay to the department any balance of tax in excess of $1 

remaining unpaid after crediting the amount withheld as 

provided under 15-30-202 or any payment of estimated tax as 

provided under 15-30-242. 
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(2) AS SOON AS PRACTICABLE AFTER THE CURRENT YEAR'S TAX 

RETURN IS FILED, THE DEPARTMENT SHALL EXAMINE AND VERIFY THE 

!!!.::,. If the withheld tax or the estimated tax paid exceeds 

the state income tax due by more than $1, the department 

shall refund the excess to the taxpayer within 39 90 days 

after receiving the return. 

(3) IF THE AMOUNT OF TAX DUE IS GREATER THAN THE AMOUNT 

PAID, THE DIFFERENCE MUST BE PAID BY THE TAXPAYER TO THE 

DEPARTMENT WITHIN 60 DAYS AFTER NOTICE OF THE AMOUNT OF THE 

TAX DUE. IF PAYMENT IS MADE AFTER 60 DAYS, INTEREST MUST BE 

ADDED AT THE RATE OF 9\ PER YEAR ON THE ADDITIONAL TAX. A 

PENALTY MAY NOT BE ASSESSED IF THE DEFICIENCY IS PAID WITHIN 

60 DAYS AFTER THE FIRST NOTICE OF THE AMOUNT DUE IS MAILED 

TO THE TAXPAYER. 

t3till Except as provided in 15-30-321, interest at a 

rate of 9% a year must be added to any state income tax or 

portion of tax, from the due date until paid, whether the 

taxpayer has been granted a filing extension or not. 

t4tfil If a joint return is made by husband and wife, 

the liability with respect to the tax is joint and several. 

SECTION 12. SECTION 15-30-145, MCA, IS AMENDED TO READ: 

"15-30-145. Revision of return by department 

examination of records and persons. (1) If, in the opinion 

of the department, any return of a taxpayer is in any 

essential respect incorrect, it may revise such return. The 

-16- BB 996 



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 

HB 0996/03 

department may revise the return to determine the taxpayer's 

correct federal taxable income regardless of whether the 

internal revenue service has revised the taxpayer's reported 

federal taxable income. If any tazpayer fails to make return 

as herein required, the department is authorized to make an 

estimate of the taxable income of such taxpayer from any 

information in its possession and to audit and state an 

account according to such return or the estimate so made by 

it for the taxes, penalties, and interest due the state from 

such taxpayer. Except in the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 

false or fraudulent return violating the provisions of this 

chapter, the amount of tax due under any return shall be 

determined by the department within 5 years after the return 

was made and the department thereafter shall be barred from 

revising any such returns or recomputing the tax due 

thereon, and no proceeding in court for the collection of 

such tax shall be instituted after the expiration of said 

period, notwithstanding the provisions of 15-30-322. The 

department may revise ·the return to determine the taxpayer's 

correct federal taxable income within 5 years after the 

return was made regardless of whether the federal statute of 

limitations has run. In the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 

false or fraudulent return violating the provisions of this 
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chapter, the amount of tax due may be determined at any time 

after the return is filed and the tax may be collected at 

any time after it becomes due and, where no return has been 

filed, the tax may be assessed at any time. 

(2) The department, for the purpose of ascertaining the 

correctness of any return or for the purpose of making an 

estimate of taxable income of any person where information 

has been obtained, may also examine or cause to have 

examined by any agent or representative designated by it for 

that purpose any books, papers, or records of memoranda 

bearing upon the matters required to be included in the 

return and may require the attendance of the person­

rendering the return or any officer or employee of such 

person or the attendance of any person having knowledge in 

the premises and may take testimony and require proof 

material for its information, with power to administer oaths 

to such person or persons. The department may exercise this 

power regardless of whether the internal revenue service has 

revised the taxpayer's reported federal taxable income and 

re2ardless of whether the federal statute of limitations has 

run." 

SECTION 13. SECTION 15-30-149, MCA, IS AMENDED TO READ: 

"15-30-149. 

limitations. (l} 

Credits 

If the 

and refunds 

department discovers 

period 

from 

of 

the 

examination of a return or upon claim duly filed by a 

-18- HB 996 



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 

RB 0996/03 

taxpayer or upon final judgment of a court that the amount 

of income tax collected is in excess of the amount due or 

that any penalty or interest was erroneously or illegally 

collected, the amount of the overpayment shall be credited 

against any income tax, penalty, or interest then due from 

the taxpayer and the balance of such excess shall be 

refunded to the taxpayer. 

(2) (a) A credit or refund under the provisions of this 

section may be allowed only if, prior to the expiration of 

the period provided by 15-30-145 and by 15-30-146 during 

which the department may determine tax liability, the 

taxpayer files a claim or the department determines there 

has been an overpayment. 

(b) If an overpayment of tax results from a net 

operating loss carryback, the overpayment may be refunded or 

credited within the period that expires on the 15th day of 

the 40th month following the close of the taxable year of 

the net operating loss if that period expires later than S 

years from the due date of the return for the year to which 

the net operating loss is carried back. 

(3J Within 6 months after an amended return, a 

delinquent return, or a claim for refund is filed, the 

department shall examine sa¼d the return or claim and either 

approve or disapprove it. If sa¼d ~he return or claim is 

approved, the credit or refund shall be made to the taxpayer 
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within 60 days after the claim is approved; if the return or 

claim is disallowed, the department shall so notify the 

taxpayer and shall grant a hearing thereon upon proper 

application by the taxpayer. If the department disapproves a 

claim for refund, review of the determination of the 

department may be had as otherwise provided in this chapter. 

(4) Except as hereinafter provided for, interest shall 

be allowed on overpayments at the same rate as is charged on 

delinquent taxes due from the due date of the return or from 

the date of the overpayment (whichever date is later) to the 

date the department approves refunding or crediting of the 

overpayment. With respect to tax paid by withholding or by 

estimate, the date of overpayment shall be deemed to be the 

date on which the return for the taxable year was due. No 

interest shall accrue on an overpayment if the taxpayer 

elects to have it applied to his estimated tax for the 

succeeding taxable year, nor shall interest accrue during 

any period the processing of a return or claim for refund is 

delayed more than 30 days by reason of failure of the 

taxpayer to furnish information requested by the department 

for the purpose of verifying the amount of the overpayment. 

No interest shall be allowed if: 

(a) the overpayment is refunded within 6 months from 

the date the return is due or the date the return is filed, 

whichever date is later; 
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(b) the overpayment results from the carryback of a net 

operating loss; or 

(c) the amount of interest is less than $1. 

(SJ An overpayment not made incident to a bona fide and 

orderly discharge of an actual income tax liability or one 

reasonably assumed to be imposed by this law shall not be 

considered an overpayment with respect to which interest is 

allowable." 

Section 14. Section 1s-10-12s, KCA, is amended to read: 

•15-30-128. Credit for expense of caring for certain 

elderly faaily -rs. (1) There is a credit against the 

tax imposed by this chapter for qualified elderly care 

expenses paid by an individual for the care of a qualifying 

family member during the taxable year. 

(2) A qualifying family memLer is an individual who: 

(a) is related to the taxpayer by blood or marriage, 

(bJ (i) is at least 70 years of age; or 

(ii) is diagnosed by a physician as having senile 

dementia of the Alzheimer type; and 

(c) has a family income of $15,000 or less for the 

taxable year. 

(3) For purposes of this section, "family income" 

means, in the case of an individual who is not married, the 

federal adjusted gross income of the individual or, in the 

case of a married individual, the federal adjusted gross 
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income of the individual and the individual's spouse. 

(4) Qualified elderly care expenses include: 

(a) payments by the taxpayer for home health agency 

services provided by an organization certified by the 

federal health care financing administration, homemaker 

services, adult day care, respite care, or health-care 

equipment and supplies: 

(i) provided to the qualifying family member; 

(ii) provided by an organization or individual not 

related to the taxpayer or the qualifying family member; and 

tiii) not compensated for by insurance or otherwise; 

(b) subject to the limitations in subsection (4)(a), 

payments by the taxpayer for nursing home care of an 

individual who is diagnosed by a physician as having senile 

dementia of the Alzheimer type. 

(5) The percentage amount of credit allowable under 

this section is: 

(a) for a taxpayer whose federal adjusted gross income 

does not exceed $25,000, 301 of qualified elderly care 

expenses; or 

(b) for a taxpayer whose federal adjusted gross income 

exceeds $25,000, the greater of: 

(i) 20\ of qualified elderly care expenseSi or 

(ii) 30\ of qualified elderly care expenses, less lt for 

each $2,000 or fraction thereof by which the federal 
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adjusted gross income of the taxpayer for the taxable year 

exceeds $25,000. 

(6) The dollar amount of credit allowable under this 

section is: 

(a) reduced by $1 for each dollar of the federal 

adjusted gross income over $50,000 for a taxpayer whose 

federal adjusted gross income exceeds $50,000; 

(bl limited to $5,000 per qualifying family member in a 

taxable year and to $10,000 total. for two or more family 

members in a taxable year; 

(c) prorated among multiple taxpayers who each 

contribute to qualified elderly care expenses of the same 

qualified family member in a taxable year in the same 

proportion that their contributions bear to tha. total 

qualified elderl.y care expenses paid by those taxpayers for 

that qualified famil.y member. 

(7) A deduction or credit is not allowed under any 

other provision of this chapter with respect to any amount 

for which a credit is allowed under t~is section. The credit 

allowed under this section may not be claimed as a carryback 

or carryforward and may not be refunded if the taxpayer has 

no tax l.iability. 

(8) In the case of a married individual. filing a 

separate return, the percentage amount of credit under 

subsection (S) and the dollar amount of credit under 
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subsection (6) are limited to one-half of the figures 

indicated in those subsections." 

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

"15-30-162. Investment credit. (1) There is allowed as 

a credit against the tax imposed by ¼5-38-¼9~ [section 6] a 

percentage of the credit allowed with respect to certain 

depreciable property under section 38 of the Internal 

Revenue Code of 1954, as amended, or as section 38 may be 

renumbered or amended. However, rehabilitation costs as set 

forth under section 46(a)(2)(F) of the Internal Revenue Code 

oE-¼9547-or-as-seecion--46tatt2ttet--ma7--be--rentt111eered--or 

amendedT are not to be included in the computation of the 

investment credit. The credit is allowed for the purchase 

and installation of certain qual.ified property defined by 

section 38 of the Internal Revenue Code ef-¼9S•7-as-amended7 

if the property meets all of the following qual.ifications: 

(a) it was placed in service in Montana; and 

(b) it was used for the production of Montana adjusted 

gross income. 

(2) The amount of tbe credit allowed for the taxable 

year is 51 of the amount of credit determined under section 

46(a)(2) of the Internal Revenue Code of-¼9547-ee-..,.endriT 

or as section 46(a)(2) may be renumbered or amended. 

(3) Notwithstanding the provisions of subsection (2), 

the investment credit allowed for the taxable year may not 
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exceed the taxpayer's tax liability for the taxable year or 

$500, whichever is less. 

(4) If property for which an investment credit is 

claimed is used both inside and outside this state, only a 

portion of the credit is allowed. The credit must be 

apportioned according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which ls the 

number of days during the taxable year the taxpayer owned 

the property. The investment credit may be applied only to 

the tax liability of the taxpayer who purchases and places 

in service the property for which an investment credit is 

claimed. The credit may not be allocated between spouses 

unless the property is used by a partnership or small 

business corporation of which they are partners or 

shareholders .. 

(5) The investment credit allowed by this section is 

subject to recapture as provided for in section 47 of the 

Internal Revenue Code ef-¼9547-as-ameftdeft7-er-as-seetien--4~ 

may-be-refttllll.Bered-er-amended." 

Section 16. Section 15-30-241, MCA, is amended to read: 

"15-30-241. Declaration of estimated taz. (l) B•ery 

Each individual exee~t-tarmers,-ranehers7-or-stoe~meft shall, 

at the time prescribed in subsection (3) e£--~his--seetien, 

make a declaration of his estimated tax for the taxable year 
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if h¼s--ftet-¼neeme-irem-sottrees-ether-~han-wa~ee,-ea¼ar¼es7 

8enttses,-or-other-eme¼tffllen~s-ean-reasenab¼y-be--expeeted--~e 

~tta¼-e~-exeeed-ft¼s-net-¼neome-£rem-•a~es7-sa¼aries7 -eennses 

or--other-eme¼ttmente,-wh±eh-are-sttbjeet-to-withho¼d¼ng he is 

required to file a declaration of his estimated tax under 

the provisions of the Internal Revenue Code. 

(2) In the declaration required under subsection (l) of 

this section, the individual shall state: 

(a) the amount which he estimates as the amount of tax 

under 15-39-193 [section 7] for the taxable year, 

(b) the amount which he estimates will be withheld from 

wages paid by his employer if said individual is an 

employee; 

(c) the excess of the amount estimated under subsection 

(2J(a) over the amount estimated under subsection (2)(b), 

which excess for purposes of this section shall be 

considered the estimated tax for the taxable year: 

(d) such other information as may be prescribed in 

rules promulgated by the department. 

(3) The declaration required under subsection (l) 0£ 

this-see~¼en shall be filed with the department on or before 

April 15 of the taxable year, except that if the 

requirements of subsection (l) o~-th±s-~eet±on are first 

met: 

(a) after April 1 and before October 1 of the taxable 
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year, the declaration shall be filed on or before OCtober 15 

of the taxable year; 

(b) after October 1 of the taxable year, the 

declaration shall be filed on or before February 15 of the 

succeeding taxable year. 

(4) An individual may make amendments of a declaration 

filed during the taxable year under subsection (3) er--~his 

sec~¼en under rules prescribed by the department. 

(5) If, on or before February 15 of the succeeding 

taxable year, the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount computed on his return as payable, then under 

rules prescribed by the department: 

(a) if the declaration is not required to be filed 

during the taxable year but is required to be filed on or 

before saeh February 15, awe~ the return shall for the 

purposes of this section be considered as such declaration: 

and 

(b) if the tax shown on the return is greater than the 

estimated tax shown in a declaration previously made or in 

the last amendments thereof, saeh the return shall for the 

purposes of this section be considered as the amendment of 

the d-eclaration permitted by subsection ( 4) et:-t:ftis-seet:¼en 

to be filed on or before stteh February 15. 

(6) The dep.artment shall promulgate rules governing 
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reasonable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayers who 

are abroad, and no such extension shall be for more than 6 

months. 

(7) If the taxpayer is unable to make his own 

declaration, the declaration shall be made by a duly 

authorized agent or by the guardian or other person charged 

with the care of the person or property of sweh the 

taxpayer. 

(8) Any individual who fails to file a declaration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-30-321." 

Section 17. section 15-30-303, MCA, is amended to read, 

"15-30-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

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 administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 
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(2) The officers charged with the custody of such 

reports and returns shall 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 any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or saeh the other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of and may admit in evidence so 

much of sa¼d the reports or of the facts shown thereby as 

are pertinent to the action or proceedings and no more. 

(3) Nothing herein sha¼¼ ~ 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 publieation of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof; or 

(c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who sha¼¼ ~ bring action to set aside or 

review the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 
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provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns sfta¼¼ must be preserved for 3 

years and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (1) through (4) er 

th¼s-seet¼o~ shall be punished by a fine not exceeding 

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

year, or both, at the discretion of the court, and if the 

offender be is an officer or employee of the state, he shali 

be dismissed from office and be incapable of holding any 

public office in this state for a period of 1 year 

thereafter. 

(6) Notwithstanding the provisions of this section, the 

department may permit the commissioner of internal revenue 

of the united States or the proper officer of any state 

imposing a tax upon the incomes of individuals or the 

authorized representative of either such officer to inspect 

the return of income of any individual or may furnish to 

s~eh the officer or his authorized representative an 

abstract of the return of income of any individual or supply 

him with information concerning any item of income contained 

in any return or disclosed by the 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 
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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: 

tat--ee---~he--depaT~meftt--ef--jastiee--a¼¼--¼nformaeion 

fteeessary-te--identi£y--~hese--persefts--gtta¼ifying--£er--the 

add¼t¼ona¼-exempt¼on-for-b¼¼ndnes■-pnrsnant-te-¼5-38-¼¼~t•tT 

£er--~he--pttrpese--ef--enabiing-the-department-o£-jastiee-te 

admin¼ster-the-preYisiens-e£-6¼-5-¼95~ 

tbtfil 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.l..£1 to the board of regents information required 

under 20-26-1111." 

Section 18. Section 15-30-323, MCA, is amended to read: 

"15-30~323. Penalty for deficiency. (1) If the payment 
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required by ¼5-38-14~t6t [section ¼9 ill 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% thereof; provided, 

however, that no deficiency penalty shall be less than $2. 

Interest will be computed at the rate of 9\ per annum 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 ehereon 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 19. section 15-31-131, MCA, is amended to read: 

"15-31-131. Credit for dependent care assistance. {l} 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed da-y-care provider and pursuant to a 

program that meets the requirements of section 89(k) and 
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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 to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (1) if the amount was paid or 

incurred to an individual described in section 129(c)(l) or 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred 

provide dependent care assistance to or 

employee does not qualify for the 

by an employer to 

on behalf of an 

credit allowed under 

subsection (1) if the amount is paid or incurred pursuant to 

a salary reduction plan or is paid or incurred for services 

not performed within this state. 
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(5) If the credit allowed under subsection (l) 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 (1) is based may not be included in the gross 

income of the employee to wham 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, "wages" does not include any amount 

excluded under this subsection. Alllettnte-exc¼ttded-nftder--th¼s 

sttbseetien--de-net-qtta¼ify-as-expenses-fer-whieh-e-dedttet¼en 

ie-allewed-te-the-empleyee-ttnder-15-36-lil~ 

(7) Any tax credit otherwise allowable 

section that is not used by the 

year may be carried forward 

taxpayer in 

and offset 

a 

under this 

particular 

against the 

taxpayer's tax liability for the next succeeding tax year. 

Any credit remaining unused in the next succeeding tax year 

mdy be carried forward and used in the second succeeding tax 
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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 an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation's shareholders. A shareholder's 

credit must be computed using the shareholder's pro rata 

share of the corporation's 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 

(l): 

(a) •~e the definitions and special rules contained in 

section l29Ce) of the Internal Revenue Code apply to the 

extent applicableT, and 

(b) •Bllp¼oyer• "employer" means an employer carrying on 

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

fet--•!nt!erna½-Revl!n.tte-eede•.a.-mean.1!!1-~he-fl!'Sere:1:--tn.cerna½ 

ReYenue-eode-as-amended-an.d-¼n-e££ee'l:-on-aan11ary-¼7-¼:989•" 

Section 20. Section 15-31-202, MCA, is amended to read: 

"15-31-202. Election by small business corporation. (l) 

A small business cor.pora·tion may elect not to be subject to 

the taxes imposed by this chapter. 
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(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 yeara 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 election under subsection (1) must be made in 

accordance with rules prescribed by the department of 

revenue. 

(4) This election is not effective unless the corporate 

net income or loss of su_ch electing corporation is included 

in the stockholders' federal adjusted gross taxable income 

as defined in ¼S-3~-¼¼¼ [section 6). 

(5) Every electing corporation is required to pay the 

minimum fee of $10 required by 15-31-204." 

Section 21. Section 15-32-303, MCA, is amended to read: 
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"15-32-303. Deduction for purchase of Montana produced 

organic fertilizer. In addition to all other deductions from 

ad;tts~ed---!resa--¼nd¼T¼dtta¼--ineeme--a¼¼ewed--¼n--eempttein~ 

taxab¼e-ineeme-ttnder-~i~¼e-%57-chap~er--367--er--!rem gross 

corporate income allowed in computing net income under Title 

lS, chapter 31, part l, a taxpeye~ corporation may deduct 

ft½s its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure was not 

otherwise deducted in computing taxable income." 

Section 22. Section 1S-33-106, MCA, is amended to read: 

"15-33-106. capital gains -- dividends exempted. Any 

capital gains or dividend income realized by aft-ind¼•idua¼ 

or a corporation from an investment in an SBIC organized in 

accordance with this part is exempt from taxation under the 

provisions of Title 15, ehap~ers-3& aftd chapter 31." 

Section 23. Section 53-6-111, MCA, is amended to read: 

"53-6-111. Depart-nt charged with general 

adainistration of aedical assistance -- adoption of rules to 

punish fraud. (1) The department of social and 

rehabilitation services is hereby authorized and empowered 

to administer and supervise a vendor payment program of 

medical assistance under the powers, duties, and functions 

provided in chapter 2 of this title, as amended, and as 

contemplated by the provisions of Title XIX of the federal 

25 Social Security Act. 
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(2) The department shall adopt rules establishing a 

system of penalties and sanctions applicable to providers of 

medical assistance services and supplies who engage in 

fraudulent, abusive, or improper activities. The department 

shall define by rule those activities which are fraudulent, 

abusive, or improper. 

(3) The penalties or sanctions imposed include but are 

not limited to: 

(a) required courses of education in the rules 

governing the medicaid program: 

(b) withholding of payments to offset previous improper 

payments to a provider; 

(c) suspension of payments to a provider pending 

resolution of a dispute involving fraudulent, abusive, or 

improper activities; 

(d) suspension of participation in the program for a 

specified period of time; and 

(e) permanent termination of participation in the 

medical assistance program. 

(4) The department is entitled to recover from a 

provider all amounts paid as a result of fraudulent, 

abusive, or improper activities, together with interest at 

the rate set by 15-39-Hi! (section :9 ill for tax 

deficiencies from the date of such payment. 

( 5 l In all cases in which a penalty or sanction may be 
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imp0aed. a provider is entitled to a hearing under the 

provisions of Title 2, chapter 4, part 6." 

Section 24. Section 67-11-303, MCA, is amended to read: 

"67-11-303. Bonds and obligations. (l) An authority may 

borrow money for any of its corporate purposes and issue its 

bonds therefor, including refunding bonds, in such form and 

upon such terms as it may determine, payable out of any 

revenues of the authority, including revenues derived from: 

{a) an airport 

facilities; 

or air navigation facility or 

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

airport purposes; 

{c) grants 

goverrunent; or 

or 

(d) other sources. 

contributions fr·om the federal 

(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 to·tal amount of p·rincipal and interest to become due 

in any yea·r on such bonds and on any then outstanding bonds 

for which revenues from th~ same source or sources are 

pledg.ed exceeds the amount of such revenues to be received 

in that yea-r as estimated in the resolution authorizing the 

issuance of the bQnds. The authority shall take all action 

nece·s-sary and possible to impose, maintain, and collect 
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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 applic_aPle limitations or 

restrictions reg~rding the source from which such principal 

and interest are payable. 

(4) Bonds issued by a_n authority or municipality 

pursuant to the provisions of this chapter are declared to 

be issued for an essential public and governmental purpose 

by a political subdivision v-H~ft¼n---i::he---uan¼ftg---e£ 

¼5-3&-¼¼¼tittet tsee~ion-6fitfett. 

(5) For the security of any such bonds, the authority 

or municipa.lity may by resolution make and enter int-o any 

covenant, 

additional 

agreement, or indenture and 

pow_e_rs au.thor i zed to be 

may exercise any 

exercised by a 

municipality unde.r Title 7, chapter 7, parts 44 and 45. The 

sums required from time to time to ~Y principal and 

interest and to create and maintain a reserve for the bQ-nds 

may be paid from any revenues refer red to in this cha-P,te.r, 
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prior to the payment of current costs of operation and 

maintenance of the facilities. 

(6) Subject to the conditions stated in this subsection 

(6), the governing body of any municipality having a 

population in excess of 10,000, with respect to bonds issued 

pursuant to this chapter by the municipality or by an 

authority in which the municipality is included, may by 

resolution covenant that in the event that at any time all 

revenues, including taxes, appropriated and collected for 

such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency; and may further covenant that at any time a 

deficiency is likely to occur within 1 year for the payment 

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 deficiencyr 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 
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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 bonds 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 

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 

pursuant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection (1) 

above." 

Section 25. Section 19-3-105, MCA, is amended to read: 

"19-3-105. Exemption from ~axes-and legal process. The 

right of a person to a retirement allowance or any other 
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benefit under this chapter and the moneys in the fund 

created under this ch4Pter is not~ 

t¼t subject to execution, garnishment, attachment, or 

any other process7 

t~t--sttb;eee-ee-seaee7-eettft~y7-er-attft½e~pai-taxes-except 

ror-a-reittfl~-pe¼d-ttnder-¼9-3-~&3-ef-a-■emne~~a-eontr¼btttions 

pieked-ttp-by-an-eap¼oye~-aEter-dttne-397-¼9857-as-pre•¼ded-¼n 

¼9-3-~8¼7-cr 

t3t or assignable except as in this chapter 

specifically provided." 

Section 26. Section 19-4-706, MCA, is am~nded to read: 

"19-4-706. b-tion froa taxation-and l.egal. 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--••-~etl--E•ea--afty-etoee7-eaaftty7-CP-attniei]!N!lz-tax 

ef-ehe-euee-ef-Meneaaa-etteepe--ter-a-•¼~ftarawai--paid--aflder 

¼9-4-683--aE--a--aemeeP~e--eomeriiH,ticne--pie~ed--ap--by--aft 

eap¼oyer-a£ter-ottfte-387-z9857-ae-prc•ided-in-¼9-4-68~7 

tit not subject to-execution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 

other process7 and 

t3t unassignable except as specifically provided in 
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this chapter." 

Section 27. section 19-5-704, MCA, is amended to read: 

"19-5-704. Exeaption from taxe,.-aftd 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 afta¼¼-be is exempt from any s~a~e-er-mttn¼e¼pa¼•eax-afld 

from levy, sale, garnishment, attachment, or any ot-her 

process whatsoever and sfte¼i-be is unassignable except as 

specifically provided in 19-5-705." 

Section 28. Section l.9-6-705, MCA, is amended to read: 

"19-6-705. BJ<eaption froa taxes-and le<Jal 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-:-

tlt-•exempe-£rem-any-sta~e7--coanty7--e~---~nie¼pa¼--~ax 

exeept--Ecr--a--refttftd--paid--ttnder--¼9-6-483--ef-a-meaber~s 

eantrib6t¼cfte-pie~ed-ap-by-aft-emp¼cyer-a!teP-dttne-387--¼985T 

as-provided-¼n-¼9-6-49i; 

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

any other process; and 

f3t is unassignable except as specifically provided in 

l.9-6-706." 

Section 29. section l.9-7-705, MCA, is a.mended to read: 

"l.9-7-705. Exeaption frcm taxes-and 1,...1 process. Any 

money received or to be ·paid as a member's annuity, state 
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annuityr or return of deductions or the right of any of 

these is-:-

t¼t--exemp-t--frea--any--s~a~e7--eettnty7-or-mttft¼e¼pa¼-~ax 

exeepe-fer-a-refnnd-paid-ttnder--¼9-~-394t¼t--of--a--memberLs 

eentr±btt~iefts--p±e~eS-ttp-ey-an-emp¼eyer-after-Ottne-387-¼9857 

as-proT±ded-in-¼9-7-4e3T 

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

any other process~ and 

t3t is unassignable except as specifically provided in 

19-7-706." 

Section 30. Section 19-8-805, MCA, is amended to read: 

"19-8-805. Ezeaption from tawes-and legal process. Any 

money received or to be paid as a member"s annuity, state 

annuity, or return of deductions or the right ot any of 

these is-:-

t¼t--exempt-rrom-any-stete7--eettnty7--er--man¼eipa¼--~a• 

exeept--!er--a--refttnd--paid--ttnder-¼9-9-593-ef-ehe-memberLs 

eeneribntiona-pieRed-ttp-by-an-emp¼eyer-after-anne-397--¼9857 

as-pro•ided-in-~9-8-58i~ 

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

any other process, and 

t3t is unassignable except as specifically provided in 

19-8-806." 

Section 31. Section 19-21-212, MCA, is amended to read: 

"19-21-212. Exemption from texet¼Oft7 legal process, and 
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assessaents. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

t¼t--exem~-from-afty-e~a~@,-eottnty,-or-manie±~a¼-taM~ 

titill not subject to execution, garnishment, 

attachment, or other process; 

t3t.ill not covered or assessable by an 

guaranty association; and 

insurance 

t4till unassignable except as specifically provided in 

the contracts." 

Section 32. section 15-30-125, MCA, is amended to read: 

"15-30-125. Credit for energy-conserving investments. 

..l!..1. There is a credit against tax liability under this 

chapter as provided in 15-32-109. 

(2) A temporary resident is allowed the credit allowed 

a resident under 15-32-109 to the extent the credit was 

expended in Montana dtt~i"g-~he during the course of his 

residenc:i....!...." 

NEW SECTION. Section 33. Repealer. sections 15-30-103, 

15-30-105, 15-30-106, 15-30-108, 15-30-110, 15-30-111, 

15-30-112, 15-30-113, 15-30-114, 15-30-115, 15-30-117, 

15-30-121, 15-30-122, 15-30-123, 15-30-126, 15-30-131, 

15-30-132, 15-30-135, 15-30-136, l.5-30-137, 15-30-142, 

15-30-143, 15-30-156, 15-30-157, 19-9-1005, and 19-13-1003, 

AND 80-12-211 0 MCA, are repealed. 
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REIi SEC'l'ION. Section 34. Codification instruction 

instruction to code .,._iasioner. (l) [Sections 6 through 18 

11] are intended to be codified as an integral part of Title 

15, chapter JO, part 1~ and the provisions of Title 15, 

chapter 30, part 1, apply to (sections 6 through 18 g]. 

(2) The code commissioner is instructed to make changes 

throughout the Montana Code Annotated to reflect the change 

in definition of •internal Revenue Code• in 15-30-101. 

NEW SECTION. SECTION 35. COORDINATION INSTRUCTION, ill 

IF SENATE BILL NO. 333 IS PASSED AND APPROVED, THEN THE 

LANGUAGE IN (SECTION 6(3) OF THIS ACT] IS VOID, 

(2) IF SENATE BILL NO. 445 IS PASSED AND APPROVED, THEN 

THE APPEAL PROVISIONS CONTAINED IN THAT BILL GOVERN THE 

APPEAL PROVISIONS SET FORTH IN [THIS ACT] AND THE 90-DAY 

PROVISION IN [SECTION 10 OF THIS ACT] MUST BE CHANGED TO 60 

DAYS. 

(3) (A) IF SENATE BILL NO. 226 IS NOT PASSED AND 

APPROVED, THEN (THIS ACT] IS VOID. 

(Bl IF SENATE BILL NO, 226 IS PASSED AND APPROVED, THEN 

'1'IIE POLI.OWING SECTION IS TO BE CODIFIED IN TITLE 15, CHAPTER 

30, PAR'l' l, Alm THE BRACKETED BLANKS MUST CONTAIN THE DOLLAR 

AIIOOHT OP THE EXEIIPTION THAT APPEARS IN l5-30-lll{2)(C) AS 

IT READS IN SENATE BILL NO. 226: 

"CREDIT FOR QUALIFIED RETIREMENT INCOME. (1) THERE IS A 

RETIREMENT INCOME CREDIT AGAINST THE TAX IMPOSED BY THIS 
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CHAPTER FOR THE FIRST il OF _Q_UALIFIED RETIREMEN_T 

INCOME RECEIVED BY A TAXPAYER, 

ill THE AMOUNT OF THE CREDIT AUTHORIZED BY THIS SECTION 

IS 4.5\ OF THE FIRST il OF _Q_UALIFIED RETIREMENT 

INCOME. 

J.lL INCOME QUALIFIES FOR THE CREDIT UNDER THIS SECTION 

IF IT IS RECEIVED BY THE TAXPAYER FROM ANY OF THE FOLLOWING: 

(A) THE FEDERAL EMPLOYEES' RETIREMENT SYSTEM ACT OR ANY 

OTHER FEDERAL RETIREMENT SYSTEM SUBJECT TO FEDERAL INCOME 

TAXATION, 

IB) TSE PUBLIC EMPLOYEE RETIREMENT LAWS OF MONTANA OR 

ANOTHER STATE: 

IC) AN ANNUITY, PENSION, OR ENOOWMEN'J'. UNDER ANY PRIVATE 

OR CORPORATE RETIREMENT PLAN OR SYSTEM." 

NEW SECTION, Section 36. Saving clause. [This act] 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act], 

NEW SECTION. Section 37. Severability. If a part of 

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

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

act] is invalid in one or more of its application&, the pa.rt 

re01ains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION, S&ction 38. --n'l:"?"C>'lk"l!t:1'1/1r-----amn.il!alf1"11.'l:y 
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1 APPLICABILITY. [This act] applies retrceet¼•e¼y7-w¼th¼n--the 

2 meaning---ef--¼-i-1897 to taxable years beginning after 

3 December 31, ¼998 1991. 

4 NEW SECTION. Section 39. Effective date. [This act] is 

5 effective on passage and approval. 

-End-
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HOUSE BILL NO. 996 

INTRODUCED BY REAM, VANVALKENBURG, KIMBERLEY, ELLIOTT, 

DRISCOLL, COHEN, BARNHART 

A BILL FDR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 

STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX 

BASED ON A PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON 

MONTANA TAXABLE INCOME, AMENDING SECTIONS 7-14-1133, 

7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-125, 

15-30-128, 15-30-145, 15-30-149, 15-30-162, 15-30-241, 

15-30-303, 15-30-323, 15-31-131, 15-31-202, 15-32-303, 

15-33-106, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 

19-8-805, 19-21-212, 53-6-lll, AND 67-11-303, MCA, REPEALING 

SECTIONS 15-30-103, 15-30-105, 15-30-106, 15-30-108, 

15-30-110, 15-30-111, 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, 15-30-126, 15-30-131, 15-30-132, 15-30-135, 

15-30-136, 15-30-137, 15-30-142, 15-30-143, 15-30-156, 

15-30-157, 19-9-1005, ANB 19-13-1003, AND 80-l~-211, MCA1 

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND ~--RB'!'R8A€TiVB 

AN APPLICABILITY DATE." 

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

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

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

~ ... ,.., . ., ..... """"'" 
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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 

government; or 

or 

(d) other sources. 

contributions from the federal 

(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 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

possible to impose, maintain, and collect rates, charges, 

rentals, and taxes, if any are pledged, sufficient to make 
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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, county, or 

municipality pursuant to the provisions of this part are 

declared to be issued for an essential public and 

governmental purpose by a political subdivision w¼th¼n--~he 

mean¼ng-ef ¼5-38-¼¼¼tittat tseetien-6t2ttett, 

(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 

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 
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maintenance of the facilities. 

(6) Nothing in this section or 7-14-1134 may be 

construed to limit the use of port authority revenues, 

including federal and state money as described in 7-14-1136, 

to make grants and loans or to otherwise provide financial 

and other support to private development organizations, 

including corporations organized under the provisions of the 

development corporation act in Title 32, chapter 4. Under no 

circumstances may the 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. Taz-ezempt status of bonds. Bonds 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 wi~hift 

the-lft@aning-of ¼5-38-¼¼¼fii!tfat fseetien-6t2ttett," 

Section 3. Section 13-37-218, MCA, is amended to read: 

"13-37-218. Limitations on receipts from political 

committees. ill A candidate for the state senate may receive 

no more than $1,000 in total combined monetary contributions 

from all political committees contributing to his campaign, 

and a candidate for the state house of representatives may 

receive no more than $600 in total combined monetary 
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contributions from all political committees contributing to 

his campaign. The foregoing limitations shall be multiplied 

by the inflation factor as defined in l5-39-¼9¼t8t 

subsection (2) for the year in which general elections are 

held after 1984; the resulting figure shall be rounded off 

to the nearest $50 increment. The commissioner of political 

practices shall publish the revised limitations as a rule. 

In-kind contributions may not be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

eligible for a primary election under 13-10-601. 

12) As used in this section, "inflation factor" means a 

number determined for each year by dividing the consumer 

price index for June of the year by the consumer price index 

for June of 1980." 

Section 4. 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 

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 return7--as--prev±ded-±n-¼5-39-¼4ir 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 
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the time of payment donate an extra $1 to be paid ta 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 Sl to the fund." 

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

"15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

t¼t--ABase--year-s~raetttreu-means-the-fo¼¼owing-e¼ements 

ei-tfte-¼neeme-tax-straetare~ 

tat--the-tax--braekets--estab¼±shed--±n--¼5-39-1937--but 

ttnadjttsted-by-sttbseet±on-tit-ef-15-39-¼937-in-effeet-en-Jttne 

36-ef-the-taxab¼e-year7 

tbt--the---exem~t±ens---eenta±ned---±n---¼5-38-¼¼i7--bttt 

ttnadjttsted-by-sttbseet±ons--t1t--and--tBt--of--lS-39-lli7--in 

effeet-en-aane-36-of-the-taxab¼e-year, 

tet--the---max¼mttm---standard---dedttet¼en---pre¥¼ded--¼n 

¼5-39-¼ii,-bttt-unadjttsted-by-sttbseetion-tit-ef-l5-39-lii7 -in 

e£ieet-oft-attne-3&-ef-the-taxabie-yeaPT 

tit--ueonsttmer-priee-indexA--means--tfte--eonsamer--priee 

t~rl~x,--~niterl-State~-e~ty-a~e~a9e7-£0~-a±¼-items,-~sin9-the 

i96Y-base-o£--ree--as--pablisherl--by--the--bareatt--o£--laber 
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statiaties-of-the-eTST-departaeftt-of-iaborT 

t3ti!l "Department• means the department of revenue. 

t4t--•BiY¼dend•---means---any--diser¼btte¼on--made--by--a 

eorpera~*en--oat--or--¼~s--earn¼ngs--or---pref¼ts---to---±ts 

shareho¼ders--er--members,--whether--¼n--eash--er--¼n--ether 

preperty--or--¼n--stee~-0£-the-eorperat¼en,-other-than-s~eek 

di•¼dends-as-here¼n-def¼ned.--•stoe~--d¼•¼dends•--means--new 

stoe~---issued7--£or--snrp¼tts--or--pro£its--eapita¼ized7--to 

shareholders-¼n-preportion-to-the¼r-pre•~ous-hoidinqs• 

tStill "FiduciaryN 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. 

t6till "Foreign country" or "foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

tTt--•sress--¼neeme•--meafts--~he-taMpa7erLs-9ross-income 

£or-£edera¼-iftcome-~a•-pttrposes-as-defined-in-seetion-6i--of 

the--fnterna¼-Reventte-eede-ef-¼954-or-as-that-seet¼en-may-be 

¼ahe¼ed--er--amended;--exeittdin~--ttnemp¼oyment--cempeneation 

ineittded-in-£e8erai-gross-¼neeme--ttnder--the--pro•isions--or 

seetion-85-of-the-fftterna¼-Reventte-eede-ef-¼954-as-ameftded. 

t8t--•%n£¼ation--faeter•--means--a-nnmber,determined-£er 

eaeh-taxab¼e-year-by-diwidin~-the-eensttmer-prie~--index--ror 

dttne--ef--tfte--taxab¼e--year-by-tfte-eenscmer-price-index-£or 
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attfte7-¼98&T 

(4} "Individual• means a natural person, whether 

married or unmarried, adult or minor, subject to payment of 

an income tax under the Internal Revenue Code. 

f9till._ "Information agentstt includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

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

t¼&t-•Kn~win~ly•-is-as-defiften-in-♦5-i-l&¼T 

t%¼t-•Net--¼fteomeM--meane-~he-sdjttsted-~reee-~neeme-o£-a 

taxpayer-¼ese-tfte-dedttctions-a¼iewed-ey-this-eftap~erT 

t¼it-uPaidur-for-the--pttrpeses--er--the--dedttetiens--anft 

eredits-under-this-ehapter,-means-pa±d-er-aeertted-or-paid-or 

±nettr~ed7--and--the--terms--•paid--er-ine~rred•-and-•patd-er 

acertted•-9ha¼¼-he--eonat~tted--aceording--te--the--me~fted--e£ 

aeeottnting--ttpen--tfte--ea~~~--e£-wh±eh-the-taxab¼e-inceme-ie 

eompttted-ttftder-~hie-eha~ter. 
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t¼3t-•Parpeee¼y•-¼s-ae-def¼ned-¼n-45-i-¼8tT 

t¼4t-•Reee¼•ed•T--fer--the--parpese--ef--eempatat¼en--ef 

taxable-¼neeme-ttnder-th¼s-ehapter7-means-reeei•ed-or-aee~aed 

anft-the--term--•reeeived--or--accr~ed4 --eftal¼--be--eenstrtted 

aeeord¼n~--to--the--methed--e!--aeeettnt¼ng-ttpon-the-baets-0£ 

wh¼eh-tfte-taxab¼e-¼neome-is-eo•~ttted-ttnder-this-ehap~erT 

(6) "Internal Revenue Code 11 means the Internal Revenue 

Code of 1954r redesignated as the "Internal Revenue Code of 

1986 11 by section 2 of Public Law 99-514, as that code may be 

amended from time to time b? the United States congress. It 

is the S;e!Cific intent of the legislature that all 

amendments bl!'. the United States congress must be 

inc9r22rated into the context of any section of Title 15 

referring to the Internal Revenue code. 

\7) "MONTANA ADJUSTED GROSS INCOME" MEANS THE AMOUNT OF 

INCOME A NONRESIDENT OR PART-YEAR RESIDENT RECEIVES FROM 

SOURCES WITHIN MONTANA, THE TERM DOES NOT INCLUDE INCOME 

EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR CONSTITUTION 

OF THE UNITED STATES, 

tTt(8) •person" means an individual, ~_gust or estate, 

or a partnership. 

t¼5t:t!11..2.l "Resident 11 applies only to natural persons 

and includes, for the purpose of determining liability to 

the tax imposed by this chapter with reference to the income 

of any taxable year, any person domiciled in the state of 
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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. 

t¼6t-A~axab¼e-ineemeM-meafts-the-ad;nsted-g~oss-ineome-of 

a-taxpayer-¼ess-the-dednctiens-and-e•empt¼ens--~re•¼ded--fer 

ift-~h¼s-eftap~ero 

t¼Ttf9t(l0) "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

tt8tt¼8t(ll} "Taxpayer" includes any person or 

fiduciary, resident or nonresident, subject to a tax imposed 

by this chapter and does not include corporations." 

NEW SECTION. Section 6. State income tax as percentage 

of federal. (1) A state income tax is imposed and must be 

paid and collected for each taxable year upon: 

(a) the £edera¼ adjusted FEDERAL taxable income derived 

from sources within and outside Montana of each resident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code; and 

(bl the £edera¼ adjusted FEDERAL taxable income derived 

from sources within Montana of each nonresident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code. 

(2) 11 Pederoe:¼--e:dj1:1st:ec1 ADJUSTED FEDERAL taxable income 11 

means the taxpayer's taxable income, as determineQ for 
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federal income taxes under the provisions of the Internal 

Revenue Code, with the following addi~iona¼--dedaeti~ns 

ADDITIONS AND DEDUCTIONS: 

(a) i"eeme-earned-by-an-e"re¼¼ed-member-er-a--redera¼¼y 

reeognized--fndian--tr±be--dar±ng-the-time-he-beth-%i~es-and 

we~~s-en-a-reser~at±on, 

tht--Mentana-ineeffle-ta•-refttnds-er-eredits; 

tet--interest-ineeae--frem--eb¼±~at±ens--ef--the--Snited 

9tates--go•ernment--te--the-extent-the-ineeme-±s-exempt-£rom 

state-ineeme-tax-ttnder-federa¼-¼aw,-and 

tdt--mi¼itary-eemBat-pay-reeei¥ed-by-a-Meneana-resident~ 

THE FOLLOWING INCOME MUST BE DEDUCTED: 

ill INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS 

OR CONSTITUTION OF THE UNITED STATES MA¥-BE-9EBHe~Elh; 

(II) ALL PAYMENTS UNDER VETERANS BONUS LAWS; AND 

(III) THE SALARY RECEIVED FROM THE ARMED FORCES BY 

RESIDENTS OF MONTANA WHO ARE SERVING ON ACTIVE DUTY IN THE 

REGULAR ARMED FORCES AND WHO ENTERED INTO ACTIVE DUTY FROM 

MONTANA. 

t3till A shareholder of a corporation for which the 

election provided for under subchapter S. of the Internal 

Revenue Code is in effect but for which the election 

provided under 15-31-202 is not in effect may deduct from 

his federal taxable income any part of the corporation's 

undistributed taxable income, net operating loss, capital or 
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other gains, profits, or losses required to be included in 

the shareholder's federal taxable income by reason of the 

election under subchapter S4 However, to the shareholder's 

federal taxable income must be added distributions received 

from the corporation to the extent the distributions would 

be treated as taxable dividends if the subchapter s. 

election were not in effect • 

.l£l THE FOLLOWING INCOME MUST BE ADDED: INTEREST 

RECEIVED ON OBLIGATIONS OF ANOTHER STATE, TERRITORY, COUNTY, 

MUNICIPALITY, DISTRICT, OR OTHER POLITICAL SUBDIVISION 

THEREOF. 

t4t--Nenresidents-tak¼n~-any-0£-the-dedttet¼en9-¼¼s~e~-¼n 

sabseetion-t%t-may-ela±m-oniy-that--pereen~age--o£--¼~emized 

dedttet¼one-and-the-persenal-exempt¼on-dedttet¼on-aliowed-£rem 

federa¼---ad;useed--gress--¼ncome--that--the--pereentage--of 

adjusted-9ress-¼neome-earned--from--soarees--w¼tft¼n--Mefttana 

eears-to-t~e-~eKpayer~s-federa¼-aS;ttsted-gross-±nceme. 

t5t--ff--a-ta~payer~s-federa¼-adjtteted-tazabie-¼neome-±s 

ad;ttsted-ror-state-ineome-tax-pttrposes-to-±ne¼ttde-any-e!-the 

add±t±ona¼-dedttct¼ons-or-mod±£±eatiens--ef--stteseetions--t~t 

ehrettgh--t4t--and--¼5-38-¼8T--and--¼5-38-¼iT7-ehe-taxpa7erLs 

federal-¼neeme-tax-¼¼ab¼¼¼ty--mttst--he--reeompated--on--th¼s 

adjasted--£±9ttre--te--a¼¼ew--the-state-±neome-tax-rate-te-ee 

app¼¼ed-a9a±nst-±tT 

(3) (A) EXCEPT AS PROVIDED IN SUBSECTION (3)(B), A 
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NONRESIDENT'S FEDERAL INCOME TAX LIABILITY FOR PURPOSES OF 

DETERMINING HIS STATE INCOME TAl[_______!.1ABILIT!_ PURSUANT TO 

{SECTION 7] IS Tl!lL_TAXPAYER'S FEDERAL TAX LIABILITY 

MULTIPLIED BY THE PERCENTAGE DERIVED FROM DIVIDING THE 

TAXPAYER'S MONTANA ADJUSTED GROSS INCOME BY THE TAXPAYER'S 

FEDERAL ADJUSTED GROSS INCOME. 

(Bl IF A NONRESIDENT'S FEDERAL ADJUSTED GROSS INCOME IS 

ZERO OR A LOSS, THEN HIS FEDERAL INCOME TAX LIABILITY FOR 

PURPOSES OF DETERMINING HIS STATE INCOME TAX LIABILITY 

PURSUANT TO [SECTION 7] IS THE FULL AMOUNT OF HIS FEDERAL 

TAX LIABILITY. 

NEW SECTION. Section 7. Rate of ta><.-T11~-1'lit:tn:ir-!!u1i:e 

ineeme-~ax--¼9--3i~--o£--a--~axpayeris--federa¼--¼neeme--~ax 

¼±abi¼i~y7--exe¼ttd¼ft!--~fte-se¼£-emp¼oymen~-~ax-±mpcsed-ttnder 

see~ien-¼46¼7-fn~erna¼-Reventte-eet!er-ad;tts~ed-as-pre•ided-in 

fseeeion-6f5tt~ (1) THE RATE OF STATE INCOME TAX IS 30\ OF 

THE SUM OF A TAXPAYER'S FEDERAL INCOME TAX LIABILITY LESS 

FEDERAL CREDITS. 

(2) IF A TAXPAYER HAS ADJUSTED HIS FEDERAL TAXABLE 

INCOME AS PROVIDED IN [SECTION 6(2)), HE SHALL RECOMPUTE HIS 

FEDERAL INCOME TAX LIABILITY, LESS CREDITS, BEFORE APPLYING 

THE 30\ RATE. 

ill A TAXPAYER'S FEDERAL TAX LIABILITY INCLUDES THE TAX 

ANO PENALTY ON EARLY DISTRIBUTIONS FROM INDIVIDUAL 

RETIREMENT ACCOUNTS OR _QUALIFIED RETIREMENT PLANS. A 
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TAXPAYER'S FEDERAL INCOME TAX LIABILITY DOES NOT INCLUDE 

SELF-EMPLOYMENT TAX OR THE SOCIAL SECURITY TAX ON TIPS. 

NEW SECTION. Section a. Nonresidents deteraination 

of in-state income. A nonresident's income from sources 

within Montana includes income derived from all property 

owned in this state and from every business, trade, 

profession, or occupation carried on in this stateL 

INCLUDING GAIN AND INTEREST RECEIVED FROM THE INSTALL~T 

SALES OF PROPERTY. %t--does--not--inel~de--ine .... e--£rom 

annaities7-±nterest-on-ba"~--~epeeits,--±n~erest--en--neteST 

bonds7--or--ether-interest-bearing-ob¼igatiens7-er-divideftde 

en-stee~-e£-corperations7-exeept-te-tfte-eKteftt-te-wft¼eh-th¼s 

±neome-ie-a-part-ei-the--¼neome--derived--£rom--a--bnaineee7 

trade7--prefees±on7--er-oce~patien-earried-eft-±ft-thie-stateT 

In the case of a business, trade, profession, or occupation 

carried on partly within and partly outside this state by a 

nonresident, the income from sources within this state must 

be determined by apportionment and allocation under rules 

adopted by the department. 

NEW SECTION. SECTION 9. NONRESIDENT ALTERNATIVE GROSS 

RECEIPTS TAX. 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 

-14- HB 996 



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 

BB 0996/03 

MONTANA AND lff!OSE ANNUAL GROSS VOLUME OF SALES MADE IN 

MONTANA DORING 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 DORING THE TAXABLE YEAR. SUCH 

TAX SHALL BE IN LIEU OF THE TAX IMPOSED UNDER [SECTION 6]. 

THE GROSS VOLUME OF SALES MADE IN MONTANA DURING THE TAXABLE 

YEAR SHALL BE DETERMINED ACCORDING TO THE PROVISIONS OF 

ARTICLE IV, SECTIONS 16 AND 17, OF THE MULTISTATE TAX 

COMPACT. 

NEW SECTION. Section 10. Tax return -- contents. (1) 

Each individual, MARRIED COUPLE FILING A JOINT FEDERAL 

RETURNL or fiduciary mentioned in [section 6(1)] shall file 

a return, USING THE SAME FILING STATUS USED TO FILE THE 

TAXPAYER'S FEDERAL RETURN, with the department showing: 

(a) the amount of tax due and payable as reported on 

the taxpayer's federal income tax return or as recomputed as 

required in [section 6t5t lli 

(b} the amount of tax due under [section 7], less 

credits, if any, claimed against the tax; 

(c) A COMPLETE COPY OF THE FEDERAL INDIVIDUAL INCOME 

TAX RETURN AND ALL SUPPORTING SCHEDULES AS FILED, A COPY OF 

ANY AMENDED FEDERAL INDIVIDUAL INCOME TAX RETURN FILED, AND 

any other information necessary for administration of the 

state income tax, as may be prescribed by the department. 

(2) If a taxpayer is unable to make his own return, an 
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authorized agent, guardian, or other person charged with the 

care of the person or property of the taxpayer shall file 

the return. 

NEW SECTION. Section 11. Payaent of state incoae ta>< 

refunds -- interest. (1) A taxpayer required to file a 

state income tax return shall compute the amount of state 

income tax due and shall, at the time the return is filed, 

pay to the department any balance of tax in excess of $1 

remaining unpaid after crediting the amount withheld as 

provided under 15-30-202 or any payment of estimated tax as 

provided under 15-30-242. 

(2) AS SOON AS PRACTICABLE AFTER THE CURRENT YEAR'S TAX 

RETURN IS FILED, THE DEPARTMENT SHALL EXAMINE AND VERIFY TSE 

~ If the withheld tax or the estimated tax paid exceeds 

the state income tax due by more than $1, the department 

shall refund the excess to the taxpayer within 38 90 days 

after receiving the return. 

t3t--rP-TBB-AM81JliT-8P-TAH-BHB-rS-6REATBR-THAN-THB-AM88liT 

PArB7--THB--BrPPBRBNeB--MHST--BB-PArB-BY-THB-TAl!PAYBR-T8-THB 

BBPARTMBNT-WrTHrN-68-BAYS-APTBR-NEl'l"ree-eP-THB-AM81JliT-8P--THB 

TAH--BHBT-rP-PA¥MBNT-rS-MABB-AP'!'BR-68-BAYS7-rNTBRBST-M8ST-BB 

ABBB9-AT-THB-RATB-8P-9t-PBR-¥l!AR-8N-THB--ABBrTr8NMo--TAl!T--A 

PBNAfiT¥-MAY-N8'1'-BB-ASSBSSB9-rP-THB-9BPrereNe¥-rS-PAr9-WrTHrN 

69--BAYS--APTBR-THB-PrRST-N8TreB-0P-THB-AM0HNT-BHB-rS-MArbBB 

TB-TBB-TAHPAYBRT 
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(3) IF THE AMOUNT OF TAX DUE IS GREATER THAN THE AMOUNT 

PAID, THE DIFFERENCE MUST BE PAID BY THE TAXPAYER TO THE 

DEPARTMEN~ WITHIN 60 DAYS AFTER NOTICE OF TBE AMOUNT OF THE 

TAX AS COMPUTED, WITH INTEREST ADDED AT THE RATE OF 9\ PER 

YEAR OR FRACTION THEREOF ON THE ADDITIONAL TAX. IN SUCH 

CASE, THERE MAY BE NO PENALTY BECAUSE OF THE UNDERPAYMENT, 

PROVIDED THE DEFICIENCY IS PAID WITHIN 60 DAYS AFTER THE 

FIRST NOTICE OF TH~ AilcOUNT IS MAILED TO THE TAXPAYER. 

t3till Except as provided in 15-30-321, interest at a 

rate of 9\ a year must be added to any state income tax or 

portion of tax, from the due date until paid, whether the 

taxpayer has been granted a filing extension or not. 

t4tfil If a joint return is made by husband and wife, 

the liability with respect to the tax is joint and several. 

SECTION 12. ~SECTION 15-!Q-:145, MCA, IS AMENDED TO READ: 

•is-30-145. Revision of return by department 

ezamination of records and persons. (l) If, in the opinion 

of the department, any return of a taxpayer is in any 

essential respect incorrect, it may revise such return. The 

department may revise the return to determine the taxpayer's 

correct fe9eral_taxable income_ regardless of whether the 

internal revenue service has revised the taxpayer's reported 

federal taxabl~ !!lcome. If any taxpayer fail.s to make return 

as herein required, the department is authorized to make an 

estimate of the taxable income of such taxpayer from any 
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estimate of the taxable income of such taxpayer from any 

information in its possession and to audit and state an 

account according to such return or the estimate so made by 

it for the taxes, penalties, and interest due the state from 

such taxpayer. Except in the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 

false or fraudulent return violating the provisions of this 

chapter, the amount of tax due under any return shall be 

determined by the department within 5 years after the return 

was made and the department thereafter shall be barred from 

revising any such returns or recomputing the tax due 

thereon, and no proceeding in court for the collection of 

such tax shall be instituted after the expiration of said 

f)l"'tLod, notwithstanding the provisions of 15-30-322. ~ 

department may revise the return to q~termine the tax.E!_Yer's 

correct federal taxable income within 5 years after the 

return was made regardless of whether the f~deral statute of 

limitations has run. In the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 

false or fraudulent return violating the provisions of this 

chapter, the amount of tax due may be determined at any time 

after the return is filed and the tax may be collected at 

any time after it becomes due and, where no return has been 

filed, the tax may be assessed at any time. 

(2) The department, for the purpose of ascertaining the 
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correctness of any return or for the purpose of making an 

estimate of taxable income of any person where information 

has been obtained, may also examine or cause to have 

examined by any agent or representative designated by it for 

that purpose any books, papers, or records of memoranda 

bearing upon the matters required to be included in the 

return and may require the attendance of the person 

rendering the return or any officer or employee of such 

person or the attendance of any person having knowledge in 

the premises and may take testimony and require proof 

material for its information, with power to administer oaths 

to such person or persons. The department may exercise this 

power regardless of whether the internal revenue service has 

revised the taxpayer's reported federal taxable income and 

re~ardless of whether the federal statute of limitations has 

run." 

SECTION 13. SECTION 15-30-149, MCA, IS AMENDED TO READ: 

"15-30-149. Credits and refunds -- period of 

limitations. (l) If the department discovers from the 

examination of a return or upon claim duly filed by a 

taxpayer or upon final judgment of a court that the amount 

of income tax collected is in excess of the amount due or 

that any penalty or interest was erroneously or illegally 

collected, the amount of the overpayment shall be credited 

against any income tax, penalty, or interest then due from 
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the taxpayer and the balance of such excess shall be 

refunded to the taxpayer. 

(2) (a) A credit or refund under the provisions of this 

section may be allowed only if, prior to the expiration of 

the period provided by 15-30-145 and by 15-30-146 during 

which the department may determine tax liability, the 

taxpayer files a claim or the department determines there 

has been an overpayment. 

(b) If an overpayment of tax results from a net 

operating loss carryback, the overpayment may be refunded or 

credited within the period that expires on the 15th day of 

the 40th month following the close of the taxable year of 

the net operating loss if that period expires later than 5 

years from the due date of the return for the year to which 

the net operating loss is carried back. 

(3) Within 6 months after an amended ret~~L a 

delinquent return, or a claim for refund is filed, the 

department shall examine sa¼d the return or claim and either 

approve or disapprove it. If said the return or claim is 

approved, the credit or refund shall be made to the taxpayer 

within 60 days after the claim is approved, if the return or 

claim is disallowed, the department shall so notify the 

taxpayer and shall grant a hearing thereon upon proper 

application by the taxpayer. If the department disapproves a 

claim for refund, review of the determination of the 
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department may be had as otherwise provided in this chapter. 

( 4) Except as hereinafter provided for, interest shall 

be allowed on overpayments at the same rate as is charged on 

delinquent taxes due from the due date of the return or from 

the date of the overpayment (whichever date is later) to the 

date the department approves refunding or crediting of the 

overpayment. With respect to tax paid by withholding or by 

estimate, the date of overpayment shall be deemed to be the 

date on which the return for the taxable year was due. No 

interest shall accrue on an overpayment if the taxpayer 

elects to have it applied to his estimated tax for the 

succeeding taxable year, nor shall interest accrue during 

any period the processing of a return or claim for refund is 

delayed more than 30 days by reason of failure of the 

taxpayer to furnish information requested by the department 

for the purpose of verifying the amount of the overpayment~ 

No interest shall be allowed if: 

(a) the overpayment is refunded within 6 months from 

the date the return is due or the date the return is filed, 

whichever date is later; 

(b) the overpayment results from the carryback of a net 

operating loss; or 

(c) the amount of interest is less than $1. 

(5) An overpayment not made incident to a bona fide and 

orderly discharge of an actual income tax liability or one 
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reasonably assumed to be imposed by this law shall not be 

considered an overpayment with respect to which interest is 

allowable." 

Section 14. section 15-J0-128, MCA, is amended to read: 

w15-30-128. Credit for expense of caring for certain 

elderly family members. (1) There is a credit against the 

tax imposed by this chapter for qualified elderly care 

expenses paid by an individual for the care of a qualifying 

family member during the taxable year. 

(2) A qualifying family member is an individual who: 

(a) is related to the taxpayer by blood or marriage, 

(b) (i) is at least 70 years of age; or 

(ii) is diagnosed by a physician as having senile 

dembntia of the Alzheimer type; and 

(c) has a family income of $15,000 or less for the 

taXable year. 

(3) For purposes of this section, "family income" 

means, in the case of an individual who is not married, the 

federal adjusted gross income of the individual or, in the 

case of a married individual, the federal adjusted gross 

income of the individual and the individual's spouse. 

(4) Qualified elderly care expenses include: 

{a) payments by the taxpayer for home health agency 

services provided by an organization certified by the 

federal health care financing administration, homemaker 
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services, adult day care, respite care, or health-care 

equipment and supplies: 

{i) provided to the qualifying family member: 

(ii) provided by an organization or individual not 

related to the taxpayer or the qualifying family member; and 

(iii) not compensated for by insurance or otherwise; 

(b) subject to the limitations in subsection (4}(a), 

payments by the taxpayer for nursing home care of an 

individual who is diagnosed by a physician as having senile 

dementia of the Alzheimer type. 

(5) The percentage amount of credit allowable under 

this section is: 

(a) for a taxpayer whose federal adjusted gross income 

does not exceed $25,000, 301 of qualified elderly care 

expenses; or 

(b) for a taxpayer whose federal adjusted gross income 

exceeds $25,000, the greater of: 

(i) 20\ of qualified elderly care expenses, or 

(ii) 301 of qualified elderly care expenses, less 1\ for 

each $2,000 or fraction thereof by which the federal 

adjusted gross income of the taxpayer for the taxable year 

exceeds $25,000. 

(6) The dollar amount of credit allowable under this 

section is: 

(a) reduced by $1 for each dollar of the federal 
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adjusted gross income over $50,000 for a taxpayer whose 

federal adjusted gross income exceeds $50,000; 

(b) limited to $5,000 per qualifying family member in a 

taxable year and to $10,000 total for two or more family 

members in a taxable year; 

(c) prorated among multiple taxpayers who each 

contribute to qualified 

qualified family member 

proportion that their 

elderly care expenses of the same 

in a taxable year in the same 

contributions bear to the total 

qualified elderly care expenses paid by those taxpayers for 

that qualified family member. 

(7} A deduction or credit is not allowed under any 

other provision cf this chapter with respect to any amount 

for which a credit is allowed under this section. The credit 

allowed under this section may not be claimed as a carryback 

or carryforward and may not be refunded if the taxpayer has 

no tax liability. 

(8) In the case of a married individual filing a 

separate return, the percentage 

subsection (5) and the dollar 

subsection (6) are limited to 

indicated in those subsections." 

amount of 

amount of 

one-half of 

credit under 

credit under 

the figures 

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

"15-30-162. Investment credit. (1) There is allowed as 

a credit against the tax imposed by ¼5-39-¼83 [section 6] a 
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percentage of the credit allowed with respect to certain 

depreciable property under section 38 of the Internal 

Revenue Code of 1954, as amended, or as section 38 may be 

renumbered or amended. However, rehabilitation costs as set 

forth under section 46(a)(2)(F) of the Internal Revenue Code 

o£--¼9547 --er--as--see~¼en--46tatt~ttPt-may-be-reftttfflbered-or 

amendedy are not to be included in the computation of the 

investment credit. The credit is allowed for the purchase 

and installation of certain qualified property defined by 

section 38 of the Internal Revenue Code of-½9547-as-amendedT 

if the property meets all of the following qualifications: 

(a) it was placed in service in Montana: and 

(b) it was used for the production of Montana adjusted 

gross income. 

(2) The amount of the credit allowed for the taxable 

year is 5\ of the amount of credit determined under section 

46(a)(2) of the Internal Revenue Code er-¼9547--as--amended7 

or as section 46(a)(2) may be renumbered or amended. 

(3) Notwithstanding the provisions of subsection (2), 

the investment credit allowed for the taxable year may not 

exceed the taxpayer's tax liability for the taxable year or 

$500, whichever is less. 

{4) If property for which an investment credit is 

claimed is used both inside and outside this state, only a 

portion of the credit is al~owed. The credit must be 
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apportioned according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which is the 

number of days during the taxable year the taxpayer owned 

the property. The investment credit may be applied only to 

the tax liability of the taxpayer who purchases and places 

in service the property for which an investment credit is 

claimed. The credit may not be allocated between spouses 

unless the property is used by a partnership or small 

business corporation of which they 

shareholderse 

are partners or 

(5) The investment credit allowed by this section is 

subject to recapture as provided for in section 47 of the 

Internal Revenue Code or-¼954,-as-amended7-or-as-aeet¼en-4~ 

may-be-renumbered-er-amended." 

Section 16. Section 15-30-241, MCA, is amended to read: 

"15-30-241. Declaration of estimated tax. (l) BTery 

Each individual ezcept-£armers,-ranehera7-er-s~ee~meft shall, 

at the time prescribed in subsection (3) er-t~is-sectien, 

make a declaration of his estimated tax for the taxable year 

if h¼a-net-¼neeme-£rem-settrees-etfter-tftan--wages7--sa¼ariesy 

beftttses,--er--other-eme¼~ments-can-reasenab¼y-be-ex~eeted-te 

equai-or-exeeed-fti9-n~t-¼neeM~-~rem-wa~esT-sa¼ar¼es,-ben~ses 

or-o~he~-emo¼ttffleft~s,-whieh-a~e-stt~jee~-~e-wi~hho¼ding he is 

reguired to file a declaration of his estimated tax under 
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the provisions of the Internal Revenue Code. 

(2) In the declaration required under subsection (l) of 

this section, the individual shall state: 

(a) the amount which he estimates as the amount of tax 

under %5-~9-¼&3 [section 7] for the taxable year; 

{b) the amount which he estimates will be withheld from 

wages paid by his employer if said individual is an 

employee; 

(c) the excess of the amount estimated under subsection 

(2)(a) 

which 

over the 

excess for 

amount estimated under subsection (2)(b), 

purposes of this section shall be 

considered the estimated tax for the taxable year: 

(d) such other information as may be prescribed in 

rulPs promulgated by the department, 

(3) The declaration required under subsection (1) e£ 

ehis-seee¼en shall be filed with the department on or before 

April 15 of the taxable year, except that if the 

requirements of subsection (l) er--~ft½e--eeeeien are first 

met: 

(a) after April land before October l of the taxable 

year, the declaration shall be filed on or before October 15 

of the taxable year; 

(b) after October l of the taxable year, the 

declaration shall be filed on or before February 15 of the 

succeeding taxable year. 

-27- HB 996 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

BB 0996/03 

(4) An individual may make amendments of a declaration 

filed during the taxable year under subsection (3) of-th¼s 

see~ieft under rules prescribed by the department. 

(5) If, on or before February 15 of the succeeding 

taxable year, the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount computed on his return as payable, then under 

rules prescribed by the department: 

(a) if the declaration is not required to be filed 

during the taxable year but is required to be filed on or 

before stteh February 15, stte" ~ return shall for the 

purposes of this section be considered as such declaration1 

and 

(b) if the tax shown on the return is greater than the 

estimated tax shown in a declaration previously made or in 

the last amendments thereof, sneh the return shall for the 

purposes of this section be considered as the amendment of 

the declaration permitted by subsection (4) ef-~ft¼e--see~ien 

to be filed on or before stteft February 15. 

(6) The department shall promulgate rules governing 

reasonable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayers who 

are abroad, and no such extension shall be for more than 6 

months. 

(7) If the taxpayer is unable to make his own 
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declacation, the declaration shall be made by a duly 

authorized agent or by the guardian or other person charged 

with the care of the person or property of stteh the 

taxpayer. 

(8) Any individual who fails to file a declaration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-30-321. 11 

Section 17. section 15-30-303, MCA, is amended to read: 

"15-30-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

of income or any particulars set fcrth or disclosed in any 

report or return required under this chapter or any other 

information secured in the administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 

(2) The officers charged with the custody of such 

reports and returns shall 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 any action or 

proceeding to which the department is a party under the 
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provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or stteh the other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of and may admit in evidence so 

much of se±d the reports or of the facts shown thereby as 

are pertinent to the action or proceedings and no more. 

(3) Nothing herein sha¼¼ ~ be construed to prohibit: 

(a) the deiivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof: or 

(c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who sfta¼¼ ~ bring action to set aside or 

review the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 

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

(4) Reports and returns slu,¼¼ ~ be preserved for 3 

years and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (l) through (4) of 

-30- HB 996 



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 

HB 0996/03 

th¼s--seetteft shall be punished by a fine not exceeding 

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

year, or both, at the discretion of the court, and if the 

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

be dismissed from office and be incapable of holding any 

public 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 

Stteh the officer or his authorized representative an 

abstract of the return of income of any individual or supply 

him with information concerning any item of income contained 

in any return or disclosed by the 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 

-31- HB 996 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0996/03 

this section, the department shall furnish: 

tat--eo--the--department--er--;~se¼ee--a¼¼---±nformat¼en 

neeeseary--ee--¼denti£y--~hese--persens--~tta¼¼~y¼ft~--fer-the 

8dditional-exem~e¼en-ie~-b¼±ndness-p~rsuan~-~e-¼5-38-l¼if4tT 

re~-ehe-p~rpo~e-oE-ens~linq-ehe--~eparemen~--ot--;~st¼ee--Co 

sdmin¼eeer-ehe-prov¼sions-o£-6¼-5-¼85f 

tbtfil 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 

tdt1£1_ to the board of regents information required 

under 20-26-1111." 

Section 18. Section 15-30-323, MCA, is amended to read, 

"15-30-323. Penalty for deficiency. (1) If the payment 

required by ¼S-39-¼4it6t [section ¼9 ill 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% thereof~ provided, 

however, that no deficiency penalty shall be less than $2. 
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Interest will be computed at the rate of 9\ per annum or 

fraction thereof on the additional assessmentw 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 ebereon at the rate 

of 91 per annum from the time when the return was originally 

required to be filed to the time of payment." 

Section 19. Section 15-31-131, MCA, is amended to read: 

"15-31-131. Credit for dependent care assistance. (l) 

There is a credit against ~he taxe~ otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant to a 

program that meets the requirements of section 89(k) and 

l29{d){2) through (6) of the Internal Revenue Code. 

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

subsection (1) 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 
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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 to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (ll if the amount was paid or 

incurred to an individual described in section 129(c)(1) or 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred by an employer to 

provide dependent care assistance to or on behalf of an 

employee does not qualify for the credit allowed under 

subsection (1) if the amount is paid or incurred pursuant to 

a salary reduction plan or is paid or incurred for services 

not performed within this state. 

15) If the credit allowed under subsection (l} 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 
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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 {1) is based may not be included in the gross 

income of the employee to whom the dependent care assistance 

1s 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, 11 wages" does not include any amount 

excluded under this subsection. Amettft~s-eweittfteft-ttfteer-~ft~s 

sttbs~e~ien-de-ne~-qaa¼i£y-as-expenses-£or-whieh-a--aeatte~ien 

¼s-a¼¼ewes-ee-ehe-emp¼eyee-ttftser-¼S-39-¼z¼T 

(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 

succeeding tax year. 

the fifth 

(8) If the taxpayer is an S corporation, as defined in 
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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 1 s shareholders. A shareholder's 

credit must be computed using the shareholder"s pro rata 

share of the corporation's 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) ~he the definitions and special rules contained in 

section 129(e) of the Internal Revenue Code apply to the 

extent applicable,; and 

(b) uemp¼oyeru "employer" means an employer carrying on 

a hu.&iness, trade, occupation, or profession in this state. 

fet--urft~e~na¼--ReYentte-eodeM-means-~he-£edera¼-%n~erna¼ 

ReTenae-eede-a8-amended-anS-¼n-e££eet-en-aanttary-¼7-¼9897" 

Section 20. 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 
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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 election under subsection (1) must be made in 

accordance with rules prescribed by the department of 

revenue .. 

(4) This election is not effective unless the corporate 

net income or loss of such electing corporation is included 

in the stockholders• federal adjusted 9rees taxable income 

as defined in ¼S-38-ttt [section 6]. 

(5) Every electing corporation is required to pay the 

minimum fee of $10 required by 15-31-204." 

Section 21. 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 

sdj~seed--9ross--±ndi•idtta¼--ineeme--ai¼ewed--i~---eem~tt~ing 

ta~ae¼e--t~eome--ttnder--~¼~¼e--¼s,-e~ap~e~-~e,-o~-r~om gross 

corporate income allowed in computing net income under Title 
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15, chapter 31, part l, a ~awpayer corporation may deduct 

ftis its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure was not 

otherwise deducted in computing taxable income." 

Section 22. Section 15-33-106, MCA, is amended to read: 

"15-33-106. capital gains dividends exeapted. Any 

capital gains or dividend income realized by 8n--¼ndiv¼dtta¼ 

er a corporation from an investment in an SBIC organized in 

accordance with this part is exempt from taxation under the 

provisions of Title 15, ehapters-3& and chapter 31." 

Section 23. Section 53-6-111, MCA, is amended to read: 

"53-6-111. Department charged with general 

administration of medical assistance -- adoption of ru1es to 

punish fraud. ( 1) The department of social. and 

rehabilitation services is hereby authorized and empowered 

to administer and supervise a vendor payment program of 

medical assistance under the powers, duties, and functions 

provided in chapter 2 of this title, as amended, and as 

contemplated by the provisions of Title XIX of the federal 

Social Security Act. 

(2) The department shall adopt rules establishing a 

system of penalties and sanctions applicable to providers of 

medical assistance services and supplies who engage in 

f~auduient, abusive, or improper activities. The department 

shall define by rule those activities which are fraudulent, 
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abusive, or improper. 

(3) The penalties or sanctions imposed include but are 

not limited to: 

(a) required courses of education in the rules 

governing the medicaid program: 

(b) withholding of payments to offset previous improper 

payments to a provider; 

(c) suspension of payments to ,a provider pending 

resolution of a dispute involving fraudulent, abusive, or 

improper activities; 

(d) suspension of participation in the program for a 

specified period of time1 and 

(e) permanent termination of participation in 

m~dlcal assistance program. 

the 

(4) The department is entitled to recover from a 

provider all amounts paid as a result of fraudulent, 

abusive, or improper activities, together with interest at 

the rate set by ¼5-3&-Ui! [section ¼8 ill for tax 

deficiencies from the date of such payment. 

(5) In all cases in which a penalty or sanction may be 

imposed, a provider is entitled to a hearing under the 

provisions of Title 2, chapter 4, part 6." 

Section 24. 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 
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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 far 

airport purposes; 

( c} grants 

government; or 

or 

(d) other sources. 

contributions from the federal 

(2) The bonds may be issued by resolution of the 

authority, wi~~~~t 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 
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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 

by a political subdivision w±th±n---the--mean±ftg--0£ 

½5-3&-½½½tittat taeecieft-6titteti. 

(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 co 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 
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pursuant to this chapter by the municipality or by an 

authority in which the municipality is included, may by 

resolution covenant that in the event that at any time all 

revenues, including taxes, appropriated and collected for 

such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency; and may further covenant that at any time a 

deficiency is likely to occur within 1 year for the payment 

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 
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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 

for municipal general extent applicable, as provided 

obligation bonds 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 

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 

p11r~uant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection (1) 

above." 

Section 25. Section 19-3-105, MCA, is amended to read: 

•19-3-105. Ezemption from. ~axes-and legal process. The 

right of a person to a retirement allowance or 

benefit under this chapter and the moneys 

created under this chapter is not~ 

any other 

in the fund 

t¼t subject ta execution, garnishment, -attachment, or 

qny other processr 

tit-~•tt?;eet~te-sta~e,-ee~nty,-er-m~nteipa¼-~axes-exeep~ 
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£er-a-re£and-pa±d-ander-¼9-3-~83-ef-a-aemberis-eenertbtte±ens 

p¼ehe8-ttp-by-an-emp¼eyer-ai~er-d~ne-387-¼9857-as-preyided-¼n 

½9-3-~6½~-or 

tilt or assignable except as in this chapter 

specifically provided." 

Section 26. 

"19-4-706. 

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

Exemption from ea•aeieft-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 1n the various funds of the retirement system 

are~ 

t¼t--exempted-£rom-any-state,-ee~nt77-e~--•~n¼eipa¼--tax 

e£--the--state-e£-Mentana-exeept-£er-a-witftdrawa¼-paid-under 

¼9-4-693--of--a--member~s--eontr¼btttions--p±eked--up--by--an 

emp¼oyer-arter-dttne-397-¼985,-as-prov±ded-in-¼9-4-60i7 

tit not subject to execution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 

other process~ and 

t3t unassignable except as specifically provided in 

this chapter." 

Section 27. Section 19-5-704, MCA, is amended to read: 

•19-5-704. Ell:emption from ea~es-and legal process. Any 

money received or to be paid as a member's annuity, state 

an~uity, or return of deductions or the right of any of 
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these sha¼¼-be is exempt from any state-or-man¼eipa¼-tax-an8 

from levy, sale, garnishment, attachment, or any other 

process whatsoever and sha¼¼-be is unassignable except as 

specifically provided in 19-5-705." 

Section 28. Section 19-6-705, MCA, is amended to read: 

•19-6-705. Elr:emption from ~a•es-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 is1' 

trt--exemp~--£rom--any--stateT--eottn~y7-or-mttn¼e¼pa¼-~a• 

exeept-!er-a--~efana--pa¼d--ander--t9-6-•e3--o£--a--memberis 

eontribttt¼ons--p¼cked-np-by-an-empieyer-a~~er-dttfte-397-¼9957 

as-prev¼d@d-¼ft-i9-6-49i~ 

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

any other process~ and 

t3t is unassignable except as specifically provided in 

19-6-706." 

Section 29. Section 19-7-705, MCA, is amended to read: 

"19-7-705. Bzeaption fr011 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--exemp~-Erem-a"y-s~a~ey--eettney7--er--mttn±e±pa¼--tsx 

exeept--Eer--e--reftt"d--paid-ttader-i9-1-3&4fit-o£-B-memee~~~ 

eentr¼htttiene-pie~ed-up-by-an-emp¼oyer-after-aune-3e,--¼985, 
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as-p.-e•¼ded-in-i9-T-493~ 

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

any other process~ and 

t3t is unassignable except as specifically provided in 

19-7-706." 

Section 30. section 19-8-805, MCA, is amended to read: 

"19-8-805. Exruaption 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--e•empC--£rom--any--state,--eottnty,-or-mttnieipa¼-tax 

e•eept-for-a-re£and-pa¼d--ttnfter--¼9-8-583--ef--~he--memberis 

eefttribtttiefts--pieked-ttp-by-aft-emp¼eyer-after-aane-397-¼9857 

ae-provided-¼n-!9-8-5&r~ 

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

any other process~ and 

t3t is unassignable except as specifically provided in 

19-8-806." 

Section 31. section 19-21-212, MCA, is amended to read: 

•19-21-212. Ezemption fr0111 taxa~¼en7 lecJa1 proceas7 and 

assessaents. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

t¼t--exempc-f~om-any-~~a~@,-eo~n~y,-e~-mttn¼eipeY-tax; 

titl!.l not subject to execution, garnishment, 
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attachment, or other process: 

titill not covered or assessable by an insurance 

guaranty association; and 

t4till unassignable except as specifically provided in 

the contracts." 

Section 32, Section 15-30-125, MCA, is amended to read: 

~is-30-125. Credit for energy-conserving investments. 

l!l There is a credit against tax liability under this 

chapter as provided in 15-32-109, 

(2) A temporary resident is allowed the credit allowed 

a resident under 15-32-109 to the extent the credit was 

expended in Montana ftttr¼ng--tfte during the course of his 

residenc.x_." 

NEW SECTION~ Section 33. Repealer. sections 15-30-103, 

15-30-105, 15-30-106, 15-30-108, 15-30-110, 15-30-111, 

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, 15-30-126, 

15-30-131, 15-30-132, 15-30-135, 15-30-136, 15-30-137, 

15-30-142, 15-30-143, 15-30-156, 15-30-157, 19-9-1005, and 

19-13-1003, AND 80-12-211, MCA, are repealed. 

NEW SECTION. Section 34. Codification instruction 

instruction to code ca.aisaioner. (l} [Sections 6 through ¼8 

g] are intended to be codified as an integral part of Title 

15, chapter 30, part 1, and the provisions of Title 15, 

chapter 30, part 1, apply to I sections 6 through ¼& 11 ].. 
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t2) The code commissioner is instructed to make changes 

throughout the Montana Code Annotated to reflect the change 

in definition of "Internal Revenue Code• in 15-30-101. 

NEW SECTION. SECTION 35. COORDINATION INSTRUCTION, il) 

IF SENATE BILL NO. 333 IS PASSED AND APPROVED, THEN THE 

LANGUAGE IN (SECTION 6(3) OF THIS ACT] IS VOID. 

(2) IF SENATE BILL NO. 445 IS PASSED AND APPROVED, THEN 

THE APPEAL PROVISIONS CONTAINED IN THAT BILL GOVERN THE 

APPEAL PROVISIONS SET FORTH IN (THIS ACT] ANO THE~ 

60-DAY PROVISION IN (SECTION ¼8 _u_ OF THIS ACT] MUST BE 

CHANGED TO 69 30 DAYS. 

(3) (Al IF SENATE BILL NO. 226 IS NOT PASSED AND 

APPROVED, THEN [THIS ACT] IS VOID. 

(B) IF SENATE BILL NO. 226 IS PASSED AND APPROVED, THEN 

THE FOLLOWING SECTION IS TO BE CODIFIED IN TITLE 15, CHAPTER 

30, PART 1, AND THE BRACKETED BLANKS MUST CONTAIN THE DOLLAR 

AMOUNT OF THE EXEMPTION THAT APPEARS IN 15-30-lll(Z)(C) AS 

IT READS IN SENATE BILL NO. 226: 

"CREDIT FOR QUALIFIED RETIREMENT INCOME. (ll THERE IS A 

RETIREMENT INCOME CREDIT AGAINST THE TAX IMPOSED BY THIS 

CHAPTER FOR THE FIRST !.j_ OF .QQ.ALIFIEO RETIREMENT 

INCOME RECEIVED BY A TAXPAYER. 

ill THE AMOUNT OF THE CREDIT AUTHORIZED B¥ THIS S~CTION 

IS 4.5% OF THE FIRST l_i OF _QUALIFIED RETIREMENT 

INCOME_. 
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(3) INCOME QUALIFIES FOR THE CREDIT UNDER THIS SECTION 

IF IT IS RECEIVED BY THE TAXPAYER FROM ANY OF THE FOLLOWING: 

(A) THE FEDERAL EMPLOYEES' RETIREMENT SYSTEM ACT OR ANY 

OTHER FEDERAL RETIREMENT SYSTEM SUBJECT TO FEDERAL INCOME 

TAXATION I 

(B) THE PUBLIC EMPLOYEE R~'l'JREMENT LAWS OF MONTANA OR 

ANOTHER STATE; 

(C) AN ANNUITY, PENSION, OR ENDOWMENT UNDER ANY PRIVATE 

OR CORPORATE RETIREMENT PLAN OR SYSTEM." 

NEW SECTION. Section 36. saving clause. [This act) 

11 does not affect rights and duties that matured, penalties 

12 that were incurred, or proceedings that were begun before 

13 [the effective date of this act]. 

14 NEW SECTION. Section 37. Severability. If a part of 

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

16 from the invalid part remain in effect~ If a part of [this 

17 act] is invalid in one or more of its applications, the part 

18 remains in effect in all valid applications that are 

19 severable from the invalid applications. 

20 

21 

NEW SECTION. Section 38. -m.-tn>-an1.in,------a1>1>·n~b1.1.-ny 

APPLICABILITY. [This act] applies ~et~oaet±vei77-w±th±n--the 

22 meaninq---er--i-~-¼997 to taxable years beginning after 

23 December 31, ¼99& 1991. 

24 NEW SECTION. Section 39. Effective date. [This act I is 

25 effective on passage and approval, 

-End-
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SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT: 

Page 1 of 1 
April 15, 1991 

We, your committee on Taxation having had under consideration 
House Bill No. 996 (third reading copy -- blue), report that 
House Bill No. 996 be amended and as so amended be concurred in: 

1. Page 48, lines 21 and 22. 
Following: "~HAFTER" on line 21 
Strike: remainder of line 21 through "TAXPAYER" on line 22 

2. Page 48, line 23. 
Following: ".!..1.l." 
Insert: "(a)" 
Following: "SECTION" 
Insert: "for taxpayers whose filing status is single, married 

filing separately, or head of household" 

3. Page 48, line 25. 
Following: "INCOME." 
Insert: ''The amount of the credit may not exceed [4.5% of the 

amount of the exemption provided for in Senate Bill No. 
2 26]. 
(b) The amount of the credit for taxpayers filing jointly 

is 4.5% of the first [S ] of qualified retirement income earned 
by each person." 

4. Page 49, lines 3 through 9. 
Following: "JJU." on line 3 
Strike: remainder of line 3 through "SYSTEM'' on line 9 
Insert: "systematic payments of a definitely determinable amount 

from a qualified pension plan, as that term is used in 
section 401 of the Internal Revenue Code, or systematic 
payments received as the result of contributions made to a 
qualified pension plan that are paid to the recipient or to 
the recipient's beneficiary upon the cessation of 
employment; 

(b) payments received as the result of past service 
and cessation of employment in the uniformed services of the 
United States: 

(c) lump-sum distributions from pension or profit­
sharing plans to the extent that the distributions are included 
in federal adjusted gross income; 

(d) distributions from individual retirement, deferred 
compensation, and self-employed retirement plans recognized under 
sections 401 through 408 of the Internal Revenue Code, to the 
extent that the distributions are not cdnsidered to be premature 
distributions for federal income tax purposes; or 

(e) amounts after cessation of regular employment 
received from fully matured, privately purchas annuity 
contracts" 

Sec. 

SENATE 
ff /3 99/-



SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT, 

Page 1 of 1 
April 15, 1991 

We, your committee on Taxation having had under consideration 
House Bill No. 996 (third reading copy -- blue), report that 
House Bill No. 996 be amended and as so amended be concurred in: 

1. Page 48, lines 21 and 22. 
Following: "~HAFTER" on line 21 
Strike: remainder of line 21 through "TAXPAYER'' on line 22 

2. Page 48, line 23. 
Following r "ill" 
Insert, "(a)" 
Following: "SECTION'' 
Insert: "for taxpayers whose filing status is single, married 

filing separately, or head of household" 

3. Page 48, line 25. 
Following: "INCOME." 
Insert: "The amount of the credit may not exceed [4.5% of the 

amount of the exemption provided for in Senate Bill No. 
226]. 
(bl The amount of the credit for taxpayers filing jointly 

is 4.5% of the first[$ ] of qualified retirement income earned 
by each person." 

4. Page 49, lines 3 through 9. 
Following: "..UU" on line 3 
Strike: remainder of line 3 through "SYSTEM" on line 9 
Insert: "systematic payments of a definitely determinable amount 

from a qualified pension plan, as that term is used in 
section 401 of the Internal Revenue Code, or systematic 
payments received as the result of contributions made to a 
qualified pension plan that are paid to the recipient or to 
the recipient's beneficiary upon the cessation of 
employment; 

(b) payments received as the result of past service 
and cessation of employment in the uniformed services of the 
United States; 

(c) lump-sum distributions from pension or profit­
sharing plans to the extent that the distributions are included 
in federal adjusted gross income; 

(d) distributions from individual retirement, deferred 
compensation, and self-employed retirement plans recognized under 
sections 401 through 408 of the Internal Revenue Code, to the 
extent that the distributions are not cdnsidered to be premature 
distributions for federal income tax purposes; or 

(e) amounts after cessation of regular employment 
received from fully matured, privately purchase annuity 
contracts" 

Sec. 

SENATE 
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SENATE COMMITTEE OF THE WHOLE AMENDMENT 

April 16, 1991 10:19 am 
Mr. Chairman1 I move to amend House Bill No. 996 (third reading 
copy, second printing, includes Ream amendment -- blue) as 
follows: 

l. Page 11, line 15. 
Following: "LAWS;" 
Strike: "AND" 

2. Page 11, following line 19. 
Insert: "(IV) Unemployment compensation included in federal gross 

income under the provisions of section 85 of the internal 
revenue code; 
(V) All tips covered by section 340 (Kl of the Internal 
Revenue Code, as received by persons for services rendered 
by them to patrons of premises licensed to provide food, 
beverage, or lodging." 

REJECT 

,A:'coorf /£-"'// 
s ·r3 l(-1 h 

Sec. of Senate 

SENATE 
NI) f9t-



52nd Legislature HB 0996/04 

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 

BOUSE BILL NO. 996 

INTRODUCED BY REAM, VANVALKENBURG, KIMBERLEY, ELLIOTT, 

DRISCOLL, COHEN, BARNHART 

A BILL FOR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 

STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX 

BASED ON A PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON 

MONTANA TAXABLE INCOME; AMENDING SECTIONS 7-14-1133, 

7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-125, 

15-30-128, 15-30-145, 15-30-149, 15-30-162, 15-30-241, 

15-30-303, 15-30-323, 15-31-131, 15-31-202, 15-32-303, 

15-33-106, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 

19-8-805, 19-21-212, 53-6-111, AND 67-11-303, MCA; REPEALING 

SECTIONS 15-30-103, 15-30-105, 15-30-106, 15-30-108, 

15-30-110, 15-30-111, 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, 15-30-126, 15-30-131, 15-30-132, 15-30-135, 

15-30-136, 15-30-137, 15-30-142, 15-30-143, 15-30-156, 

15-30-157, 19-9-1005, ANB 19-13-1003, AND 80-12-211, MCA, 

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A--RB'PR8A€~1YB 

AN APPLICABILITY DATE." 

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

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

"7-14-1133. Bonds and obligations. (l) Except for 
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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 

government; or 

or 

(d) other sources. 

contributions from the federal 

(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 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

possible to impose, maintain, and collect rates, charges, 

rentals, dnd taxes, if any are pledged, sufficient to make 
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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. 

14) Bonds issued by an authority, county, or 

municipality pursuant to the provisions of this part are 

declared to be issued for an essential public and 

governmental purpose by a political subdivision vieft½n--ene 

mean¼ng-ei ts-~e-¼tttittat fseee¼en-6tittett. 

tS) 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 

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 
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maintenance of the facilities. 

(6) Nothing in this section or 7-14-1134 may be 

construed to limit the use of port authority revenues, 

including federal and state money as described in 7-14-1136, 

to make grants and loans or to otherwise provide financial 

and other support to private development organizations, 

including corporations organized under the provisions of the 

development corporation act in Title 32, chapter 4. Under no 

circumstances may the credit of the state, county, or 

municipal governments or their agencies or authorities be 

pledged to provide financial support to such development 

organizations. 0 

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

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

a county pursuant to the 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 

ehe-meaning-ef ¼5-3&-¼¼¼tittat tseee¼en-6tittetf." 

Section 3. Section 13-37-218, MCA, is amended to read: 

•13-37-218. Limitations on receipts fr011 political 

committees. l!l A candidate for the state senate may receive 

no more than $1,000 in total combined monetary contributions 

from all political committees contributing to his campaign, 

and a candidate for the state house of representatives may 

receive no more than S600 in total combined monetary 
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contributions from all political committees contributing to 

his campaign. The foregoing limitations shall be multiplied 

by the inflation factor as defined in Y5-38-Y8tt8t 

subsection (2) for the year in which general elections are 

held after 1984: the resulting figure shall be rounded off 

to the nearest $SO increment. The commissioner of political 

practices shall publish the revised limitations as a rule. 

In-kind contributions may not be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

eligible for a primary election under 13-10-601. 

(2) As used in this section, "inflation factor" means a 

number determined for each year by dividing the consumer 

price index for June of the year by the consumer price index 

for June of 1980." 

Section 4. 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 

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,--as--pre•ided-¼n-¼5-39-l4i, 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 
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the time of payment donate an extra $1 to be paid to the 

fund. 

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

•is-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

tlt--•Base--yea~-strttetttre•-means-the-£o¼¼owin~-e¼emen~s 

of-the-¼neeme-tax-strae~ttre~ 

tet--the-tax--brae~ets--estabyished--in--t5-3B-t837--bttt 

ttnad;ttsted-by-sttbseetien-tit-ef-y5-38-t837-in-effeet-en-attne 

3B-e£-the-taxabye-year, 

tbt--the---exemptiens---eenta¼ned---¼n---¼5-39-¼¼i,--bttt 

ttnad;ttsted-by-sttbseetiens--tTt--and--tBt--ef--¼5-38-rri,--in 

effee~-on-dttne-38-of-the-taxab¼e-year~ 

tet--the---raaximnm---standard---dedttet¼en---pre•±ded--±n 

t5-38-y~i.-bttt-ttnad;ttsted-by-sttbseetien-tit-ef-y5-38-y~~.-in 

ef£eet-on-dttne-3&-eE-the-taxab¼e-year7 

t~t--ueonsnmer-priee-±ndexM--ffleans--~he--eonsttmer--pr±ee 

±ndex,--Hfti~ed-Stetes-eity-e~e~aqe7 -ror-a±i-items,-tts±nq-the 

¼96~-base-o£--¼88--as--ptte¼±shed--by--the--bttrea~--of--¼abor 
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stat¼st¼es-0£-the-HTST-department-0£-¼aborT 

t3till •Department• means the department of revenue. 

t4t--•Bividend•---means---any--distribtt~ien--made--by--a 

eorpera~ion--ottt--o£--i~s--earnin~s--or---pro£¼ts---to---its 

shareholders--er--members7--whether--in--cash--or--in--other 

property--or--in--stoek-0£-the-eorporation,-other-than-stoek 

d¼w¼dends-as-fterein-derinea.--ustoe~--di¥idends~--means--new 

steek---isstted7 --for--sttrp¼tts--or--pro~its--eapitsiised,--to 

sharehoiaers-in-propertien-to-tfteir-pre¥io~s-ho¼din~s~ 

tStilJ._ "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. 

t6tlll •Foreign country" or "foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

tit--•eross--ineeme•--means--tfte-~a•payeris-gress-ineome 

for-Eedera¼-ineeme-~ax-p~rposes-as-defined-in-section-6¼--oE 

the--fnternai-Rewentte-eode-ef-¼954-er-as-ehat-section-may-be 

¼abe¼ed--er--amended7 --eze¼uding--unemployment--eompensatien 

ine¼ttded-in-Eedera¼-gress-ineome--ander--the--provisiens--ef 

see~ien-85-of-the-fnterna¼-Reventte-eode-of-¼954-as-amendedw 

t8t--•~nfiation--faeCer•--means--a-n~mher-determined-£or 

eaeh-taxable-year-by-dividin9-the-eonsttmer-priee--index--£or 

dane--ot--the--taxab¼e--year-by-the-eonsttmer-price-index-£or 
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d~ne7-¼~88T 

(4) "Individual" means a natural person, whether 

married or unmarried, adult or minor, subject to payment of 

an income tax under the Internal Revenue Code. 

t9t~ "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

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

t¼9t-•Hnow¼ng¼y•-is-as-ee£¼nee-¼n-45-~-¼8¼T 

f¼¼t-•Net--¼neeme•--means-the-ad;usted-qross-ineome-0£-a 

CaKpayer-¼ess-~he-dedttetiens-ai¼owed-by-this-ehaptero 

t¼~t-uPaid•7-for-the--parposes--of--the--dedttetiens--and 

eredits-ander-this-ehapter7-means-paid-er-aeertted-er-pa¼d-or 

inettrred7--and--the--terms--•patd--er-inettrred•-and-upaid-or 

aeertted•-sha¼l-be--eenstrtted--aeeord¼ng--to--the--method--e£ 

aeeottntin9--ttpon--the--bas¼s--0£-whieh-the-taxab¼e-ineome-ts 

eompttted-ttnder-this-ehaptero 
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fi3t-•Parpeseiy•-is-as-def¼ned-¼n-45-i-¼8¼7 

t¼4t-•Reeeived•7--fer--the--purpese--e£--eemputatien--of 

taxab¼e-ineeme-ttnder-this-ehapter 7 -means-reeei¥ed-or-aecrued 

and-the--term--•reee¼¥ed--er--aecrued•--sha%¼--be--cenetrued 

aeeerding--to--the--methed--0£--aeeottntin,-ttr,en-the-bas¼s-of 

wh¼eh-the-taxab¼e-¼neeme-is-eompttted-ander-this-ehapter7 

(6) "Internal Revenue Code" means the Internal Revenue 

Code of 1954, redesignated as the Ninternal Revenue Code of 

1986" by section 2 of Public Law 99-514, as that code may be 

amended from time to time by the United States congress. It 

is the specific intent of the legislature that all 

amendments b~ the United States congress must be 

incorpa~ated into the context of any section of Title 15 

referring to the Internal Revenue Code. 

(7) "MONTANA ADJUSTED GROSS INCOME" MEANS THE AMOUNT OF 

INCOME A NONRESIDENT OR PART-YEAR RESIDENT RECEIVES FROM 

SOURCES WITHIN MONTANA. THE TERM DOES NOT INCLUDE INCOME 

EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR CONSTITUTION 

OF THE UNITED STATES, 

fit(B) "Person" means an ind~vidual, a trust or estate, 

or a partnership. 

t¼Still..!...2.1 "Resident" applies only to natural persons 

and includes, for the purpose of determining liability to 

the tax imposed by this chapter with reference to the income 

of any taxable year, any person domiciled in the state of 
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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. 

t¼6t-•9a•ah¼e-¼neeme•-means-~fte-adjtts~eft-~roes-ineome-of 

a-~axpayer-¼ess-the-deduet¼ons-and-exempt%ons--proY¼aed--~er 

tft-~ft¼s-eftapter. 

t¼~tt9t(l0) "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

ti8tti8t ( 11 J "Taxpayer" includes any person or 

fiduciary, resident or nonresident, subject to a tax imposed 

by this chapter and does not include corporations." 

NEW SECTION. Section 6. State incoae taz as percentage 

of federal. (1) A state income tax is imposed and must be 

paid and collected for each taxable year upon: 

(a) the rederai adjusted FEDERAL taxable income derived 

from sources within and outside Montana of each resident and 

fiduciary required ta make a return and pay federal income 

taxes under the Internal Revenue Code: and 

(b) the £ede~a¼ adjusted FEDERAL taxable income derived 

from sources within Montana of each nonresident and 

fiduciary required to make a return and pay federal income 

taxes under the Internal Revenue Code. 

(2) "Pefter-e:i--e:e;1::1~cee: ADJUSTED FEDERAL taxable income" 

means the taxpayer's taxable income, as determined for 
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federal income taxes under the provisions of the Internal 

Revenue Code1 with the following additiona¼--dedttet¼ona 

ADDITIONS AND DEDUCTIONS: 

(a) tfteeme-earned-by-an-enre¼¼ed-member-e£-a--!edera¼ly 

reeognized--¾nd±an--tr¼he--dttr~ng-the-ttme-he-both-iives-and 

works-eft-a-reservat±en~ 

tht--Mentana-±neome-tax-re£ttnds-or-eredits; 

tet--¼nterest-ineome--£rom--ob¼igatiens--er--the--Bnited 

States--~o•erftlllent--to--the-eKtent-the-ineoae-is-ezempt-£rom 

state-¼ncoae-tax-ttnder-federai-¼aw~-and 

tdt--mi¼itary-eombat-pay-reeei~ed-by-a-Montana-resident, 

THE FOLLOWING INCOME MUST BE DEDUCTED: 

i.!.l INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS 

OR CONSTITUTION OF THE UNITED STATES MAY-BB-BBBHeTBB~; 

(II) ALL PAYMENTS UNDER VETERANS BONUS LAWS; MB 

(111) THE SALARY RECEIVED FROM THE ARMED FORCES BY 

RESIDENTS OF MONTANA WHO ARE SERVING ON ACTIVE DUTY IN THE 

REGULAR ARMED FORCES AND WHO ENTERED INTO ACTIVE DUTY FROM 

MONTANA;_ 

i.!Yl UNEMPLOYMENT COMPENSATION INCLUDED IN FEDERAL 

GROSS INCOME UNDER THE PROVISIONS OF SECTION 85 OF THE 

INTERNAL REVENUE CODE, 

(VJ ALL TIPS COVERED BY SECTION 3402(K) OF THE INTERNAL 

REVENUE CODE, AS RECEIVED HY PERSONS FOR SERVICES RENDERED 

BY THEM TO PATRONS OF PREMISES LICENSED TO PROVIDE FOOD, 
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BEVERAGES, OR LODGING, 

t3t.ifil A shareholder of a corporation for which the 

election provided for under subchapter s. of the Internal 

Revenue Code is in effect but for which the election 

provided under 15-31-202 is not in effect may deduct from 

his federal taxable income any part of the corporation 1 s 

undistributed taxable income, net operating loss, capital or 

other gains, profits, or losses required to be included in 

the shareholder's federal taxable income by reason of the 

election under subchapter s. However, to the shareholder's 

federal taxable income must be added distributions received 

from the corporation to the extent the distributions would 

be treated as taxable dividends if the subchapter s. 

election were not in effect~ 

(C) THE- F_Q!,LOWING INCOME MUST BE ADDED: INTEREST 

RECEIVED ON OBLIGATIONS OF ANOTHER STATE, TERRITORY, COUNTY, 

MUNICIPALITY, DISTRICT, OR OTHER POLITICAL SUBDIVISION 

THEREOF. 

t4t--Nenresiden~s-tak¼n~-any-ef-the-ded~etiens-¼isted-in 

sttnsee~ien-tit-may-e!aim-en¼y-that--pereentage--of--itemized 

dedttetiens-and-the-persona¼-exemptien-8edttetien-a!!owed-frem 

£edera¼---adjttsted--gross--ineeme--that--tfte--pereentage--eE 

adittsted-gross-ineeme-earned--~rem--sottrces--within--Mentana 

eears-te-the-ta~payer~~-rede~a¼-adittsted-gross-±neeme, 

tSt--Tf--a-taxpayeris-federa½-sdjttsted-ta~ebTe-ineeme-is 
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ad;ttseed-£er-state-±neome-tax-pttrpeses-te-ine¼ade-any-oE-the 

additie"a¼-dedttet¼ens-er-medifieatiens--e!--sttbseetiens--tit 

chrettgh--t4t--and--l5-38-l8T--and--i5-39-iiT,-the-taxpayeris 

federa¼-ineeme-taK-¼iabi¼ity--mtts~--be--reeempttted--on--th±s 

ad;ttsted--£igure--to--allow--the-state-±neome-tax-rate-to-be 

app¼¼ed-a~aiftst-itT 

(3) (A) EXCEPT AS PROVIDED IN SUBSECTION (3){B) • A 

NONRESIDENT'S FEDERAL INCOME TAX LIABILITY FOR PURPOSES OF 

DETERMINING HIS STATE INCOME TAX LIABILITY PURSUANT TO 

[SECTION 7] IS THE TAXPAYER'S FEDERAL TAX LIABILITY 

MULTIPLIED BY THE PERCENTAGE DERIVED FROM DIVIDING THE 

TAXPAYER'S MONTANA ADJUSTED GROSS INCOME BY THE TAXPAYER'S 

FEDERAL ADJUSTED GROSS INCOME. 

(B) IF A NONRESIDENT'S FEDERAL ADJUSTED GROSS INCOME IS 

ZERO OR A LOSS, THEN HIS FEDERAL INCOME TAX LIABILITY FOR 

PURPOSES OF DETERMINING BIS STATE INCOME TAX LIABILITY 

PURSUANT TO [SECTION 7] IS THE FULL AMOUNT OF BIS FEDERAL 

TAX LIABILITY. 

NEW SECTION. Section 7. Rate of taz.-Tn~-Tl?~-aT-ntate 

±neome--tax--±s--3i•--of--a--taxpayeris--federa¼--ineeme-taK 

¼±ahi¼±ty7-exeittding-the-se¼£-emp¼ef!M!nt-tax--±mposed--ttnder 

section-¼48¼7-inCerna¼-Reventte-eede,-ad;tteCed-ae-~revided-in 

tseetien--6t5tt. (1) THE RATE OF STATE INCOME TAX IS 30\ OF 

THE SUM OF A TAXPAYER'S FEDERAL INCOME TAX LIABILITY LESS 

FEDERAL CREDITS. 
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(21 IF A TAXPAYER HAS ADJUSTED HIS FEDERAL TAXABLE 

INCOME AS PROVIDED IN [SECTION 6(2)], HE SHALL RECOMPUTE HIS 

FEDERAL INCOME TAX LIABILITY, LESS CREDITS, BEFORE APPLYING 

THE 30% RATE. 

ill A TAXPAYER'S FEDERAL TAX LIABILITY INCLUDES THE TAX 

AND PENALTY ON EARLY DISTRIBUTIONS FROM INDIVIDUAL 

RETIREMENT ACCOUNTS OR _Q_UALIFIED RETIREMENT PLANS. A 

TAXPAYER'S FEDERAL INCOME TAX LIABILITY DOES NOT INCLUDE 

SELF-EMPLOYMENT TAX OR THE SOCIAL SECURITY TAX ON TIPS. 

NEW SECTION. Section 8. Nonresidents -- determination 

of in-state income. A nonresident's income from sources 

within Montana includes income derived from all 

owned in this state and from every business, 

profession, or occupation carried on in this 

property 

trade, 

state.L 

INCLUDING GAIN AND INTEREST RECEIVED FROM THE INSTALLMENT 

SALES OF PROPERTY. Yt--dees--nec--¼ne¼ttde---ineeme---,rem 

annttitiee7--interest--on--bank--deposits,-interest-on-notes7 

bonds,-or-otfter-¼ntereet-hear¼ng-eb¼¼~ations,--er--dividende 

on-stoek-of-ccrporations7-exeept-to-the-extent-to-whieh-this 

ineome--is--a--part--0£--the-ineome-deri•ed-from-a-bttsiness, 

trade,-proEession,-or-oecttpation-earried-on-in--th~s--state~ 

In the case of a business, trade, profession, or occupation 

carried on partly within and partly outside this state by a 

nonresident, the income from sources within this state must 

be determined by apportionment and allocation under rules 
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adopted by the department. 

NEW SECTION. SECTION 9. NONRESIDENT ALTERNATIVE GROSS 

RECEIPTS TAX. PCJRSUANT 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 INCOM.E TAX OF l/2 OF 1\ OF THE DOLLAR VOLUME 

OF GROSS SALES MADE IN MONTANA DURING THE TAXABLE YEAR. SUCH 

TAX SHALL BE IN LIEU OF THE TAX IMPOSED UNDER [ SECTION 6] • 

THE GROSS VOLUME OF SALES MADE IN MONTANA DCJRING THE TAXABLE 

YEAR SHALL BE DETERMINED ACCORDING TO THE PROVISIONS OF 

ARTICLE IV, SECTIONS 16 AND 17, OF THE MULTISTATE TAX 

COMPACT. 

NEW SECTION. Section 10. Tax return -- contents. ( l) 

Each individual, MARRIED COUPLE FILING A JOINT FEDERAL 

RETURN, or fiduciary mentioned in [section 6(1)] shall file 

a return, USING THE SAME FILING STATUS USED TO FILE THE 

TAXPAYER'S FEDERAL RETURN, with the department showing: 

(a) the amount of tax due and payable as reported on 

the taxpayer's federal income tax return or as recomputed as 

required in [section 6t5t 21: 

(b) the amount of tax due under (section 7), less 
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credits, if any, claimed against the tax; 

(c) A COMPLETE COPY OF THE FEDERAL INDIVIDUAL INCOME 

TAX RETCJRN AND ALL SUPPORTING SCHEDULES AS FILED, A COPY OF 

ANY AMENDED FEDERAL INDIVIDUAL INCOME TAX RETCJRN FILED, AND 

any other information necessary for administration of the 

state income tax, as may be prescribed by the department. 

(2) If a taxpayer is unable to make his own return, an 

authorized agent, guardian, or other person charged with the 

care of the person or property of the taxpayer shall file 

the return. 

NEW SECTION. Section 11. Payment of state incoae tax 

refunds -- interest. (1) A taxpayer required to file a 

state income tax return shall compute the amount of state 

income tax due and shall, at the time the return is filed, 

pay to the department any balance of tax in excess of $1 

remaining unpaid after crediting the amount withheld as 

provided under 15-30-202 or any payment of estimated tax as 

provided under 15-30-242. 

(2) AS SOON AS PRACTICABLE AFTER THE CURRENT YEAR'S TAX 

RETURN IS FILED, THE DEPARTMENT SHALL EXAMINE AND VERIFY THE 

TAX. If the withheld tax or the estimated tax paid exceeds 

the state income tax due by more than $1, the department 

shall refund the excess to the taxpayer within 38 90 days 

after receiving the return. 

fil--IP-THE-AM8HNT-8P-TAX-BHE-IS-6REATER-THAN-THE-AM8HNT 
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PAIB7-TBB-BIPPBRBNeB-M8ST-BE-PAIB-BY--THE--TMPAYBR--'f&--TBB 

BBPARTMBNT--WITHIN-68-BAYS-Af"l'BR-110Tl€B-8P-THB-.AM0BNT-8P-THB 

TA*-BBET-IP-PAYMENT-IS-MABE-APTBR-68-BAYS,-fNTBREST-MBST--BB 

ABBBB--AT--THB--RATB-8P-9%-PBR-YEAR-8N-THB-ABBITl8NAb-TAMT-A 

PENAbTY-MAY-NBT-BB-ASSBSSBB-fP-TBB-BBPleiBNeY-IS-PAIB-WITHIN 

68-BAYS-APTBR-THB-PIRST-N8TIBB-8P-THB-AM88NT-88B--IS--MAlbBB 

'1'8-TBB-TMPAYBRT 

(3) IF THE AMOUNT OF TAX DUE IS GREATER THAN THE AMOUNT 

PAID, THE DIFFERENCE MUST 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 91 PER 

YEAR OR FRACTION THEREOF ON THE ADDITIONAL TAX. IN SUCH 

CASE, THERE MAY BE NO PENALTY BECAUSE OF THE UNDERPAYMENT, 

PROVIDED THE DEFICIENCY IS PAID WITHIN 60 DAYS AFTER THE 

FIRST NOTICE OF THE AMOUNT IS MAILED TO THE TAXPAYER. 

t3tfil Except as provided in 15-30-321, interest at a 

rate of 9% a year must be added to any state income tax or 

portion of tax, from the due date until paid, whether the 

taxpayer has been granted a filing extension or not. 

t4tfil If a joint return is made by husband and wife, 

the liability with respect to the tax is joint and several. 

SECTION 12. SECTION 15-30-145, MCA, IS AMENDED TO READ: 

•15-30-145~ Revision of return by department 

examination of records and persons. (1) If, in the opinion 

of the department, any return of a taxpayer is in any 
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essential respect incorrect, it may revise such return. !!!!_ 

department may revise the return to determine the taxpayer's 

correct federal taxable income regardless of whether the 

internal revenue service has revised the taxpayer's reported 

federal taxable income. If any taxpayer fails to make return 

as herein required, the department is authorized to make an 

estimate of the taxable income of such taxpayer from any 

information in its possession and to audit and state an 

account according to such return or the estimate so made by 

it for the taxes, penalties, and interest due the state from 

such taxpayer. Except in the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 

false or fraudulent return violating the provisions of this 

chapter, the amount of tax due under any return shall be 

determined by the department within 5 years after the return 

was made and the department thereafter shall be barred from 

revising any such returns or recomputing the tax due 

thereon, and no proceeding in court for the collection of 

such tax shall be instituted after the expiration of said 

period, notwithstanding the provisions of 15-30-322. The 

department may revise the return to determine the taxpayer's 

correct federal taxable income within 5 years after the 

return was made regardless of whether the federal statute of 

limitations has run. In the case of a person who, with 

intent to evade the tax, purposely or knowingly files a 
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false or fraudulent return violating the provisions of this 

chapter, the amount of tax due may be determined at any time 

after the return is filed and the tax may be collected at 

any time after it becomes due and, where no return has been 

filed, the tax may be assessed at any time. 

(2} The department, for the purpose of ascertaining the 

correctness of any return or for the purpose of making an 

estimate of taxable income of any person where information 

has been obtained, may also examine or cause to have 

examined by any agent or representative designated by it for 

that purpose any books, papers, or records of memoranda 

bearing upon the matters required to be included in the 

return and may require the attendance of the person 

rendering the return or any officer or employee of such 

person or the attendance of any person having knowledge in 

the premises and may take testimony and require proof 

material for its information, with power to administer oaths 

to such person or persons. The department may exercise this 

power regardless of whether the internal revenue service has 

revised the taxpayer's reported federal taxable income and 

regardless of whether the federal statute of limitations has 

run." 

SECTION 13. SECTION 15-30-149, MCA, IS AMENDED TO READ: 

"15-30-149. Credits and refunds period of 

limitations. (1) If the department discovers from the 
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examination of a return or upon claim duly filed by a 

taxpayer or upon final judgment of a court that the amount 

of income tax collected is in excess of the amount due or 

that any penalty or interest was erroneously or illegally 

collected, the amount of the overpayment shall be credited 

against any income tax, penalty, or interest then due from 

the taxpayer and the balance of such excess shall be 

refunded to the taxpayer. 

(2) (a) A credit or refund under the provisions of this 

section may be allowed only if, prior to the expiration of 

the period provided by 15-30-145 and by 15-30-146 during 

which the department may determine tax liability, the 

taxpayer files a claim or the department determines there 

has been an overpayment. 

(b) If an overpayment of tax results from a net 

operating loss carryback, the overpayment may be refunded or 

credited within t~e period that expires on the 15th day of 

the 40th month following the close of the taxable year of 

the net operating loss if that period expires later than 5 

years from the due date of the return for the year to which 

the net operating loss is carried back. 

(3) Within 6 months after an amended return, a 

delinquent return, or a claim for refund is filed, the 

department shall examine sa±d the return or claim and either 

approve or disapprove it. If said the return or claim is 
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approved, the credit or refund shall be made to the taxpayer 

within 60 days after the claim is approved; if the return or 

claim is disallowed, the department shall so notify the 

taxpayer and shall grant a hearing thereon upon proper 

application by the taxpayer. If the department disapproves a 

claim for refund, review of the determination of the 

department may be had as otherwise provided in this. chapter. 

(4) Except as hereinafter provided for, interest shall 

be allowed on overpayments at the same rate as is charged on 

delinquent taxes due from the due date of the return or from 

the date of the overpayment (whichever date is later) to the 

date the department approves refunding or crediting of the 

overpayment. With respect to tax paid by withholding or by 

estimate, the date of overpayment shall be deemed to be the 

date on which the return for the taxable year was due. No 

interest shall accrue on an overpayment if the taxpayer 

elects to have it applied to his estimated tax for the 

succeeding taxable year, nor shall interest accrue during 

any period the processing of a return or claim for refund is 

delayed more than 30 days by reason of failure of the 

taxpayer to furnish information requested by the department 

for the purpose of verifying the amount of the overpayment. 

No interest shall be allowed if: 

(a) the overpayment is refunded within 6 months from 

the date the return is due or the date the return is filed, 
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whichever date is later; 

(b) the overpayment results from the carryback of a net 

operating loss; or 

(c} the amount of interest is less than $1. 

(5) An overpayment not made incident to a bona fide and 

orderly discharge of an actual income tax liability or one 

reasonably assumed to be imposed by this law shall not be 

considered an overpayment with respect to which interest is 

allowable." 

Section 14. Section 15-30-128, MCA, is amended to read: 

•15-30-128. Credit for expense of caring for certain 

elderly faaily aembers. (1) There is a credit against the 

tax imposed by this chapter for qualified elderly care 

expenses paid by an individual for the care of a qualifying 

family member during the taxable year. 

(2) A qualifying family member is an individual who: 

(a) is related to the taxpayer by blood or marriage; 

(b) (i) is at least 70 years of age; or 

(ii) is diagnosed by a physician as having senile 

dementia of the Alzheimer type: and 

(c) has a family income of $15,000 or less for the 

taxable year. 

(3) For purposes of this section, "family income" 

means, in the case of an individual who is not married, the 

federal adjusted gross income of the individual or, in the 
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case of a married individual, the federal adjusted gross 

income of the individual and the individual's spouse~ 

(4) Qualified elderly care expenses include: 

(a) payments by the taxpayer for home health agency 

services provided by an organization certified by the 

federal health care financing administration, homemaker 

services, adult day care, respite care, or health-care 

equipment and supplies: 

(i} provided to the qualifying family member: 

(ii) provided by an organization or individual not 

related to the taxpayer or the qualifying family member; and 

(iii) not compensated for by insurance or otherwise; 

(b) subject to the limitations in subsection (4)(a), 

payments by the taxpayer for nursing home care of an 

individual who is diagnosed by a physician as having senile 

dementia of the Alzheimer type. 

(5) The percentage amount of credit allowable under 

this section is: 

(aJ for a taxpayer whose federal adjusted gross income 

does not exceed $25,000, JO\ of qualified elderly care 

expenses; or 

(b) for a taxpaye[ whose federal adjusted gross income 

exceeds $25,000, the greater of: 

(i) 20\ of qualified elderly care expenses; or 

(ii) 30% of qualified elderly care expenses, less 1% for 
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each $2,000 or fraction thereof by which the federal 

adjusted gross income of the taxpayer for the taxable year 

exceeds $25,000. 

(6) The dollar amount of credit allowable under this 

section is: 

(a) reduced by $1 for each dollar of the federal 

adjusted gross income over $50,000 for a taxpayer whose 

federal adjusted gross income exceeds $50,000; 

(b) limited to $5,000 per qualifying family member in a 

taxable year and to $10,000 total for two or more family 

members in a taxable year; 

lc) prorated among multiple taxpayers who each 

contribute to qualified elderly care expenses of the same 

qualified family member in a taxable year in the same 

proportion that their contributions bear to the total 

qualified elderly care expenses paid by those taxpayers for 

that qualified family member. 

(7) A deduction or credit is not allowed under any 

other provision of this chapter with respect to any amount 

for which a credit is allowed under this section. The credit 

allowed under this section may not be claimed as a carryback 

or carryforward and may not be refunded if the taxpayer has 

no tax liability. 

(8) In the case of a married individual filing a 

separate return, the percentage amount of credit under 
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subsection { 5) and the dollar amount of credit under 

subsection (6) are limited to one-half of the figures 

indicated in those subsections." 

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

•is-30-162. Investment credit. (1) There is allowed as 

a credit against the tax imposed by %5-38-±83 (section 6] a 

percentage of the credit allowed with respect to certain 

depreciable property under section 38 of the Internal 

Revenue Code of 1954, as amended, or as section 38 may be 

renumbered or amended. However, rehabilitation costs as set 

forth under section 46(a)(2)(F) of the Internal Revenue Code 

ef-¼9547-er-as-seetion--46tatt~ttPt--may--be--renuabered--or 

amended7 are not to be included in the computation of the 

in\l'estment credit. The credit is allowed for the purchase 

and installation of certain qualified property defined by 

section 38 of the Internal Revenue Code e£-¼954,-as-ame"deftT 

if the pr~perty meets all of the following qualifications: 

(a) it was placed in service in Montana; and 

(b) it was used for the production of Montana adjusted 

gross income. 

(21 The amount of the credit allowed for the taxable 

year is 5% of the amount of credit determined under section 

46(a)(2} of the Internal Revenue Code oP-¼954,-as-ame"deftT 

or as section 46(a}(2) may be renumbered or amended. 

(3) Notwithstanding the provisions of subsection (2), 
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the investment credit allowed for the taxable year may not 

exceed the taxpayer 1 s tax liability for the taxable year or 

$500, whichever is less. 

(4) If property for which an investment credit is 

claimed is used both inside and outside this state, only a 

portion of the credit is allowed. The credit must be 

apportioned according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which is the 

number of days during the taxable year the taxpayer owned 

the property. The investment credit may be applied only to 

the tax liability of the taxpayer who purchases and places 

in service the property for which an investment credit is 

claimed. The credit may not be allocated between spouses 

unless the property is 

business corporation 

shareholders. 

used by a partnership or small 

of which they are partners or 

(5) The investment credit allowed by this section is 

subject to recapture as provided for in section 47 of the 

Internal Revenue Code o£-¼954,-es-amended7-or-~s-see~ieft--4~ 

ftlay-ee-re"tnftbered-er-ameftded. 11 

Section 16. Section 15-30-241, MCA, is amended to read: 

"15-30-241. Declaration of estimated tax. (1) Every 

Each individual exee~t-farmer~,-r~ncher~,-or-~~oe~men shall, 

at the time prescribed in subsection {3) e~--tftis--seet~o~, 
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make a declaration of his estimated tax for the taxable year 

if his--ftee-ineome-~rem-sonrees-oCher-than-waqes7 -salaries7 

bonttses7-or-other-emo¼nments-ean-reasonab¼y-be--expeeted--to 

e~na¼-or-ezeeed-his-net-tneeme-from-wa~es7-ss¼aries,-bonnses 

or--other-emo¼tt~ftts,-whieh-are-sttbjee~-~o-withho¼dinq he is 

required to file a declaration of his estimated tax under 

the provisions of the Internal Revenue Code. 

C2} In the declaration required under subsection (1) of 

this section, the individual shall state: 

(a) the amount which he estimates as the amount of tax 

under ¼5-39-¼93 [section 7] for the taxable year; 

(b) the amount which he estimates will be withheld from 

wages paid by his employer if said individual is an 

employee; 

(c) the excess of the amount estimated under subsection 

(2)(a) over the amount estimated under subsection (2)(b), 

which excess for purposes of this section shall be 

considered the estimated tax for the taxable year: 

(d) such other information as may be prescribed in 

rules promulgated by the department. 

(3) The declaration required under subsection (l) e~ 

~his-section shall be filed with the department on or before 

April 15 of the taxable year, except that if the 

requirements of subsection (1) of-ehts-see~±eft are first 

met: 
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(al after Ap,il land before October 1 of the taxable 

year, the declaration shall be filed on or before October 15 

of the taxable year: 

(b) after October l of the taxable year, the 

declaration shall be filed on or before February 15 of the 

succeeding taxable year. 

(4) An individual may make amendments of a declaration 

filed during the taxable year under subsection (3) or--ehis 

sec~ion under rules prescribed by the department. 

(5) If, on or before February 15 of the succeeding 

taxable year, the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount computed on his return as payable, then under 

rules prescribed by the department: 

(a) if the declaration is not required to be filed 

during the taxable year but is required to be filed on or 

before stteh February 15, etteh ~ return shall for the 

purposes of this section be considered as such declaration: 

and 

(b) if the tax shown on the return is greater than the 

estimated tax shown in a declaration previously made or in 

the last amendments thereof, sHch the return shall for the 

purposes of this section be considered as the amendment of 

the declaration permitted by subsection (4) e£-~h±s-see~io" 

to be filed on or before such February 15. 
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{6) The department shall promulgate rules governing 

reasonable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayers who 

are abroad, and no such extension shall be for more than 6 

months. 

(7) If the taxpayer is unable to make his own 

declaration, the declaration shall be made by a duly 

authorized agent or by the guardian or other person charged 

with the care of the person or property of sach the 

taxpayer. 

(8} Any individual who fails to file a declaration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-30-321." 

Section 17. Section 15-30-303, MCA, is amended to read: 

"15-30-303. confidentiality of tax records. 11) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

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 administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 
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or under this chapter. 

(2) The officers charged with the custody of such 

reports and returns shall 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 any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or s~eft the other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of and may admit in evidence so 

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

are pertinent to the action or proceedings and no more. 

(3) Nothing herein sfta¼¼ ~ be construed to prohibit: 

(a} the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof; or 

{c} the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who ska¼¼ ~ bring action to set aside or 

review the tax based thereon or against whom an action or 
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proceeding has been instituted in accordance with the 

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

(4) Reports and returns sha¼¼ ~ be preserved for 3 

years and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (1) through (4) 0£ 

this-section shall be punished by a fine not exceeding 

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

year, or both, at the discretion of the court, and if the 

offender b~ is an officer or employee of the state, he shall 

be dismissed from office and be incapable of holding any 

public 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 

sueh the officer or his authorized representative an 

abstract of the return of income of any individual or supply 

him with information concerning any item of income contained 

in any return or disclosed by the report of any 

investigation of the income or return of income of any 

individual, but such permission shall be granted or such 
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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: 

tat--eo---ehe--deperemen~--of--just±ee--a¼¼--i"fermae¼on 

neee99ery-ee--±dene¼£y--ehese--persons--que¼±fy¼ng--£er--the 

additiena¼-exempt±en-fer-b¼indness-pttrsttant-te-¼S-3&-¼¼~t4t7 

Eer--ehe--pttrpese--ot--enab¼ing-the-departmeftt-er-;ttst±ee-to 

admin¼ster-the-pro•±s±ens-ei-6¼-5-185; 

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 p~blic 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 

tdt1£l to the board of regents information required 

under 20-26-1111,'' 

Section 18. Section 15-30-323, MCA, is amended to read, 
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"15-30-323. Penalty for deficiency. 11) If the payment 

required by ¼5-39-¼4it6t (section ¼9 ill 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% thereof; provided, 

however, that no deficiency penalty shall be less than $2. 

Interest will be computed at the rate of 9% per annum 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 ehereon 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 19. Section 15-31-131, MCA, is amended to read: 

"15-31-131. Credit for dependent care assistance. (1) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant to a 
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program 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 (1) 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 to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (l) if the amount was paid or 

incurred to an individual described in section 129(c){l) or 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred by an employer to 

provide dependent care assistance to or on behalf of an 

employee does not qualify for the credit allowed under 

subsection (1) if the amount is paid or incurred pursuant to 

d salary reduction plan or is paid or incurred for services 
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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 

limjtations provided in section 129(b) of the Internal 

Revenue Codea For purposes of Title 15, chapter 30, part 2, 

with respect to an employee to whom dependent care 

assistance is provided, "wages" does not include any amount 

excluded under this subsection. Alllettftts-exe¼ttded-under--this 

suheee~ieft--de-net-qttalify-as-expeftses-Eer-which-a-deduction 

is-allowed-eo-~he-emplo7ee-~nde~-l5-38-lilT 

(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's tax liability for the next succeeding tax year. 

Any credit remaining unused in the next succeeding tax year 

-35- HB 996 

l 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0996/04 

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. 

t8) If the taxpayer is an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation's shareholders. A shareholder's 

credit must be computed using the shareholder's pro rata 

share of the corporation's 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): 

(al ~he the definitions and special rules contained in 

section 129{e) of the Internal Revenue Code apply to the 

extent applicable•; and 

(b) •Bmp¼oye~u "employer 11 means an employer carrying on 

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

tet--•Yft~erna¼-Reventte-eede•-meana-the-federa¼--Tnterne¼ 

Re¥entte-eede-as-amended-and-¼n-e££ee~-en-aanttary-l7-¼989•" 

Section 20. Section 15-31-202, MCA, is amended to read: 

•15-31-202. Election by small business corporation. (l) 

A small business corporation may elect not to be subject to 
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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 yearsr the provisions of this part apply to such 

shareholder. 

(3) A~ election under subsection (1) must be made in 

accordance with rules prescribed by the department of 

revenue. 

(4) This election is not effective unless the corporate 

net income or loss of such electing corporation is included 

in the stockholders' federal adjusted ~rose taxable income 

as defined in ¼5-3&-¼¼¼ [section 6]. 

(5) Every electing corporation is required to pay the 

minimum fee of $10 required by 15-31-204." 
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Section 21. Section 15-32-303, MCA, is amended to read: 

"15-32-303. Deduction for purchase of Montana produced 

3 organic fertilizer. In addition to all other deductions from 
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adjtts~ed---grese--i~di¥¼dttal--ifteeme--allewed--in--eemptt~in~ 

~axab¼e-ineeme-ttnder-~i~¼e-¼5,-ehapter--38,--e~--from gross 

corporate income allowed in computing net income under Title 

15r chapter 3lr part l, a taxpayer corporation may deduct 

ftis its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure was not 

otherwise deducted in computing taxable income." 

Section 22. Section 15-33-106, MCA, is amended to read: 

"15-33-106. capital gains -- dividends exeapted. Any 

capital gains or dividend income realized by aft-¼ftd¼w¼dtta¼ 

er a corporation from an investment in an SBIC organized in 

accordance with this part is exempt from taxation under the 

provisions of Title 15r ehap~ers-39 and chapter 31." 

Section 23. Section 53-6-111, MCA, is amended to read: 

"53-6-111. Departaent charged with general 

administration of aedical assistance -- adoption of ru1es to 

punish fraud. (1) The department of social and 

rehabilitation services is hereby authorized and empowered 

to administer and supervise a vendor payment program of 

medical assistance under the powers, duties, and functions 

provided in chapter 2 of this title, as amended, and as 

25 contemplated by the provisions of Title XIX of the federal 
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Social Security Act. 

(2) The department shall adopt rules establishing a 

system of penalties and sanctions applicable to providers of 

medical assistance services and supplies who engage in 

fraudulent, abusive, or improper activities. The department 

shall define by rule those activities which are fraudulent, 

abusive, or improper. 

(3) The penalties or sanctions imposed include but are 

not limited to: 

{a) required courses of education in the rules 

governing the medicaid program; 

(b) withholding of payments to offset previous improper 

payments to a provider; 

(C) suspension of payments to a provider pending 

resolution of a dispute involving fraudulent, abusive, or 

improper activities; 

(d) suspension of participation in the program for a 

specified period of time; and 

(e) permanent termination of participation in the 

medical assistance program. 

(4) The department is entitled to recover from a 

provider all amounts paid as a result of fraudulent, 

abusive, or improper activities, together with interest at 

the rate set by ¼S-38-¼4~ (section ~ ill Eor tax 

deficiencies from the date of such payment. 
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(5) In all cases in which a penalty or sanction may be 

imposed, a provider is entitled to a hearing under the 

provisions of Title 2, chapter 4, part 6." 

Section 24. 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 airport or air navigation facility or 

facilities; 

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

airport purposes, 

(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 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 
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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-S-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 

by a political subdivision w±th±n---the---mean±ng---0£ 

¼5-38-¼¼¼tittat tseetion-6fittett-

{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 dnd 

interest and to create and maintain a reserve for the bonds 
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may be paid from any revenues referred to in this chapter, 

prior to the payment of current costs of operation and 

maintenance of the facilities. 

(6) Subject to the conditions stated in this subsection 

(6), the governing body of any municipality having a 

population in excess of 10,000, with respect to bonds issued 

pursuant to this chapter by the municipality or by an 

authority in which the municipality is included, may by 

resolution covenant that in the event that at any time all 

revenues, including taxes, appropriated and collected for 

such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiencyr and may further covenant that at any time a 

deficiency is likely to occur within 1 year for the payment 

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 
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of, or in anticipation of, 

appropriated for such bonds 

a deficiency in the revenues 

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 bonds 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 

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 

pursuant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection (1) 

above." 

Section 25. Section 19-3-105, MCA, is amended to read: 

"19-3-105. Exemption from taxes-aftd legal process. The 
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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~ 

tit subject to executionr garnishment, attachment, or 

any other process, 

tit--sttb;ee~-te-s~ate,-eettn~y7-or-mttnieipa!-~axes-except 

rer-a-re£ttnd-pa±d-ttnder-¼9-3-~83-o£-a-memher~s-contr±btttiens 

picked-ttp-by-an-emp¼eyer-a£ter-dttne-397-!985T-a9-prev±ded-in 

t9-~-~et,-or 

t3t or assignable except as in this chapter 

specifically provided." 

Section 26. Section 19-4-706, MCA, is amended to read: 

•19-4-706. Exemption froa eaxation-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--exempted--~rem--any-state7-county7-or-mnnieipa¼-tax 

o~-the-state-of-Montana-exeept-for-a-w±thdrava¼--paid--nnder 

¼9-4-6&3--o£--a--memberis--contribttt¼ens--p±e~ed--np--by--an 

emp¼oyer-aEter-attne-~e7 -¼9957 -aa-pro¥ided-in-¼9-4-66i, 

t~t not subject to execution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 

other process7 and 
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t3t unassignable except as specifically provided in 

this chapter." 

Section 27. Section 19-5-704, MCA, is amended to read: 

"19-5-704. E!xe11ption froa 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 shal¼-be is exempt from any sta~~-er-manicipa¼-tax-and 

from levy, sale, garnishment, attachment, or any other 

process whatsoever and sha¼l-he is unassignable except as 

specifically provided in 19-5-705." 

Section 28. Section 19-6-705, MCA, is amended to read: 

•19-6-705. Ezeaption froa 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-:-

tlt--exempt-£rem-any-s~ate7--ce~nty7--er--mttniei~al--tax 

exeept--£er--a--refand--paid--ttnder--¼9-6-483--e£-a-memberis 

eefttribatiens-pieked-ttp-by-an-emp¼oyer-a£ter-Jttne-38,--¼9857 

as-prev±ded-±n-i9-6-48~~ 

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

any other process7 and 

t3t is unassignable except as specifically provided in 

19-6-706." 

Section 29. Section 19-7-705, MCA, is amended to read: 

•19-7-705. E:zemption from taxes-and legal process. Any 
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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~ 

tlt--exempt--£rem--any--state7 --eettnty,-or-mttnieipa¼-tax 

except-£er-a-refand-paid-ttnder--¼9-T-384t¼t--o£--a--memberis 

eentribtttiens--pieked-ttp-by-an-emp¼eyer-a£ter-dttne-39T-¼985T 

as-pr.,,,ided-±n-i9-~-483~ 

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

any other process, and 

t3t is unassignable except as specifically provided in 

19-7-706." 

Section 30. Section 19-8-805, MCA, is amended to read: 

"19-8-805. Exeaption froa taxes-and leqal process. Any 

mon~y received or to be paid as a member's annuity, state 

annuity, or return of deductions or the right of any of 

these is~ 

ttt--exempt-~rom-any-state,--eounty,--or--municipa¼--tax 

exeep~--fo~--a--re£ttnd--paid--ttnder-¼9-8-S83-ef-Che-member~s 

eentr¼butions-picked-up-by-an-emp¼oyer-aEter-dttne-387--¼9857 

ae-provid~d-in-¼9-8-S&iT 

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

any other processT and 

t3t is unassignable except as specifically provided in 

19-8-806." 

Section 31. Section 19-21-212, MCA, is amended to read: 
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•19-21-212. Exeaption frOlll taxat¼on7 legal process7 and 

aasessaents. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

tit--eweapt-£rem-any-state7-eonnty,-er-Mttn¼e¼pal-tax~ 

t~ti!.l not subject to execution, 

attachment, or other process; 

t3t1ll_ not covered or assessable by an 

guaranty association; and 

garnishment, 

insurance 

t4till unassignable except as specifically provided in 

the contracts.N 

Section 32. Section 15-30-125, MCA, is amended to read: 

•15-30-125. Credit for energy-conserving investaents. 

1!l There is a credit against tax liability under this 

chapter as provided in 15-32-109. 

(2) A temporary resident is allowed the credit allowed 

a resident under 15-32-109 to the extent the credit was 

expended in Montana dnring-~he during the course of his 

residencl:-" 

NEW SECTION. Section 33. Repealer. Sections 15-30-103, 

15-30-105, 15-30-106, 15-30-108, 15-30-110, 15-30-111, 

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, 15-30-126, 

15-30-131, 15-30-132, 15-30-135, 15-30-136, 15-30-137, 

15-30-142, 15-30-143, 15-30-156, 15-30-157, 19-9-1005, and 
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19-13-1003, AND 80-12-211, MCA, are repealed. 

NEW SECTION. Section 34. Codification instruction 

instruction to code cc:Mm11issioner. (1) [Sections 6 through~& 

11] are intended to be codified as an integral part of Title 

15, chapter 30, part 1, and the provisions of Title 15, 

chapter 30, part l, apply to [sections 6 through %8 11). 

(2) The code commissioner is instructed to make changes 

throughout the Montana Code Annotated to reflect the change 

in definition of "Internal Revenue Code• in lS-30-101. 

NEW SECTION. SECTION 35. COORDINATION INSTRUCTION. (1) 

IF SENATE BILL NO. 333 IS PASSED AND APPROVED, THEN THE 

LANGUAGE IN [SECTION 6(3) OF THIS ACT] rs VOID. 

(2) IF SENATE BILL NO. 445 IS PASSED AND APPROVED, THEN 

THE APPEAL PROVISIONS CONTAINED IN THAT BILL GOVERN THE 

APPEAL PROVISIONS SET FORTH IN [THIS ACT) AND THE 98-9""¥ 

60-DAY PROVISION IN [SECTION %8 11 OF THIS ACT] MUST BE 

CHANGED TO 68 30 DAYS. 

(3) (A) IF SENATE BILL NO. 226 IS NOT PASSED AND 

APPROVED, THEN [THIS ACT] IS VOID. 

(8) IF SENATE BILL NO. 226 IS PASSED AND APPROVED, THEN 

THE FOLLOWING SECTION IS TO BE CODIFIED IN TITLE 15, CHAPTER 

30, PART l, AND THE BRACKETED BLANKS MUST CONTAIN THE DOLLAR 

AMOUNT OF THE EXEMPTION THAT APPEARS IN 15-30-lll(2)(C) AS 

IT READS IN SENATE BILL NO. 226: 

"CREDIT FOR QUALIFIED RETIREMENT _!~CO~E:._ill THERE IS A 
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RETIREMENT INCOME CREDIT AGAINST THE TAX IMPOSED BY THIS 

CHAPTER P8R--THB--PiRST--t$-----t--eP--eHAhrPiHB--RHTiRBMBNT 

iNeeMB-RHeHiYHB-Bll-A-TAHPAllHR. 

(2) (A) THE AMOUNT OF THE CREDIT AUTHORIZED BY THIS 

SECTION FOR TAXPAYERS WHOSE FILING STATUS IS SINGLE, MARRIED 

FILING SEPARATELY, OR HEAD OF HOUSEHOLD IS 4.5\ OF THE FIRST 

($ ) OF QUALIFIED RETIREMENT INCOME. THE AMOUNT OF THE 

CREDIT MAY NOT EXCEED (4.51 OF THE AMOUNT OF THE EXEMPTION 

PROVIDED FOR IN SENATE HILL NO. 226). 

(B) THE AMOUNT OF THE CREDIT FOR TAXPAYERS FILING 

JOINTLY IS 4.5\ OF THE FIRST[$ I OF QUALIFIED RETIREMENT 

INCOME EARNED BY EACH PERSON. 

(3) INCOME QUALIFIES FOR THE CREDIT UNDER THIS SECTION 

IF IT IS RECEIVED BY THE TAXPAYER FROM ANY OF THE FOLLOWING: 

(A) THB-PHBBRAh-BMPbellHBSL-RH'l'iRBMBNT-SllSTEM-AeT-0R-ANll 

8THBR--PBBBRAh--RHTrRBMBNT--SYSTEM-SHBdB€T-T0-PBBBRAh-iN€0ME 

TAHAUBN; 

tBt--THB-PHBhr€-BMPbellHB-R~BTiREMBNT-hAWS-0P--MBNTANA--0R 

AN8THHR-STATH7 

tet--AN-ANN8rTl17-PBNSr8N7-8R-BNB0WMHHT-HNBEIR-ANll-PRiVATB 

8R--eeRP0RATH-RH'l'rRBMHNT-PhAN-0R-SllSTEM~ SYSTEMATIC PAYMENTS 

OF A DEFINITELY DETERMINABLE AMOUNT FROM A QUALIFIED PENSION 

PLAN, AS THAT TERM IS USED IN SECTION 401 OF THE INTERNAL 

REVENUE CODE, OR SYSTEMATIC PAYMENTS RECEIVED AS THE RESULT 

OF CONTRIBUTIONS MADE TO A _Q_UALIFIED PENSION PLAN THAT ARE 
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PAID TO THE RECIPIENT OR TO THE RECIPIENT'S BENEFICIARY UPON 

THE CESSATION OF EMPLOYMENT; 

(Bl PAYMENTS RECEIVED AS THE RESULT OF PAST SERVICE AND 

CESSATION OF EMPLOYMENT IN THE UNIFORMED SERVICES OF THE 

UNITED STATES; 

(C) LUMP-SUM DISTRIBUTIONS FROM PENSION OR PROFIT­

SHARING PLANS TO THE EXTENT THAT THE DISTRIBUTIONS ARE 

INCLUDED IN FEDERAL ADJUSTED GROSS INCOME; 

(D) DISTRIBUTIONS FROM INDIVIDUAL RETIREMENT, DEFERRED 

COMPENSATION, AND SELF-EMPLOYED RETIREMENT PLANS RECOGNIZED 

UNDER SECTIONS 401 THROUGH 408 OF THE INTERNAL REVENUE CODE, 

TO THE EXTENT THAT THE DISTRIBUTIONS ARE NOT CONSIDERED TO 

BE PREMATURE DISTRIBUTIONS FOR FEDERAL INCOME TAX PURPOSES; 

OR 

ill AMOUNTS AFTER CESSATION OF REGULAR EMPLOYMENT 

RECEIVED FROM FULLY MATURED, PRIVATELY PURCHASED ANNUITY 

CONTRACTS." 

NEW SECTION. Section 36. Saving clause. [This act] 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act]. 

NEW SECTION. Section 37. Severability. If a part of 

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

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

actJ is invalid in one or more of its applications, the part 
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l remains in effect in all valid applications that are 

2 severable from the invalid applications. 

3 NEW SECTION. Section 38. --m,1:-i-1:>--aMiVl! _____ "lll>l>"li~·r,rrrty 

4 APPLICABILITY. [This act] applies retreaeti¥e¼y7-within-the 

5 mean¼ng--of--¼-i-¼897 to taxable years beginning after 

6 December 31, ¼998 1991. 

7 NEW SECTION. Section 39. Effective date. [This act] is 

8 effective on passage and approval. 

-End-
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STAN STEPHENS 
GOVERNOR 

The Honorable Hal Harper 
Speaker of the House 
House of Representatives 
Capitol Station 
Helena, Montana 59620 

§tutr of fflontnna 
OOffirr of tl!r tiouernor 

iijelrna, t!Rontana 59620 
406-444-3111 

April 19, 1991 

The Honorable Joseph P. Mazurek 
President 
Montana State Senate 
Capitol Station 
Helena, Montana 59620 

Dear Speaker Harper and President Mazurek: 

In accordance with the power vested in me as Governor by the 
Constitution and laws of the State of Montana, I hereby veto the 
adoption of House Bill 996, "AN ACT REPEALING THE EXISTING STATE 
INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX BASED ON A 
PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON MONTANA TAXABLE 
INCOME; AMENDING SECTIONS 7-14-1133, 7-34-2416, 13-37-218, 
13-37-303, 15-30-101, 15-30-125, 15-30,128, 15-30-145. 
15-30-149, 15-30-162, 15-30-241, 15-30-303, 15-30-323, 
15-31-131, 15-31-202, 15-32-303, 15-33-106, 19-3-105, 19-4-706, 
19-5-704, 19-6-705, 19-7-705, 19-8-805, 19-21-212, 53-6-111, AND 
67-11-303, MCA; REPEALING SECTIONS 15-30-103, 15-30-105, 
15-30-106, 15-30-108, 15-30-110, 15-30-111, 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, 15-30-126, 15-30-131, 
15-30-132, 15-30-135, 15-30-136, 15-30-137, 15-30-142, 
15-30-143, 15-30-156, 15-30-157, 19-9-1005, AN-B 19-13-1003, AND 
80-12-211, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 
RB'l'ROAC'l'IVE AN APPLICABILITY DATE." 

This bill raises taxes on working couples in Montana by over 
$50 million dollars during the next five years. It is clear that 
this is a general tax increase and is therefore unacceptable. 



Montanans have just completed the filing of their state and 
federal income taxes. When they multiply their Federal taxes by 
30% as called for in this bill, they know that ''revenue neutral'' 
really means they will pay more taxes. 

This bill is particularly onerous to senior citizens. It's 
supposed "revenue neutrality" actually results in an increased 
tax burden on retirees and senior citizens with qualified pension 
income of 64%. 

In addition, Montanans must not be subject to the whims of 
Federal tax policy. Under this legislation, our state runs the 
risk of losing stability and control of our tax system by 
subjecting it to the dictates of politicians on the Potomac. 
When Montana's income tax is so closely tied to federal tax 
policy, Montana taxpayers will be stuck with double increases. 
They will be burdened with one increase for any federal boost, 
and then an automatic increase because of the coordination of 
Montana's income tax that this bill creates. 

By enacting this legislation, the Legislature has abdicated 
its responsibility to determine tax policy for Montana. They 
turn that responsibility over to the federal government for all 
their future actions and future generations of Montanans. This 
is an abrogation of duty which is not in the best interest of 
Montana. 

The flat tax will eliminate federal tax deductibility on 
state income tax returns and it will eliminate the advantage that 
working couples have in filing separate state returns. Why 
should Montanans - who support family values - be forced to pay 
state taxes based on a federal formula that is so unfair to 
families? 

Finally, this bill will not do what its supporters claim. 
They say it will simplify tax filing for Montanans. Untrue. 
Anyone who receives interest from U.S. savings bonds or other 
federal notes or bonds or who receives unemployment insurance 
must still compute his or her income tax in the old way. The 
same is true for anyone who gets tips as part of their work, 
receives military pay or is a native American. 

Montanans have seen tax increases virtually every year of 
the last two decades. Montanans, and this administration, are 
asking when does it all stop. It stops now - no new taxes. 

Sincerely, 

~Q~ 
STAN STEPHENS 
Governor 




