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52nd Legislature LC 038%,/01 LC 0389/01

1 32, chapter 4, whose purpose is to advance the economic
2 INTRODUCED BY 2 development of its jurisdiction and of the state and its
3 =’.;‘-w\'/ 3 citizens, an authority may borrow money for any of its

4 A BILL FOR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 4 corporate purposes and issue bonds therefor, including

5 STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX 5 refunding bonds, in such form and upon such terms as it
6 BASED ON A PERCENTAGE OF THE FEDERAL INCOME TAX FPAYABLE ON 6 determines, payable out of any revenues of the authority,
7 MONTANA  TAXABLE INCOME; AMENDING SECTIONS 7-14~1133, 7 including revenues derived from:

8 7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-125, 8 (a) any port or transportation and storage facility;

9 15-30-128, 15-30-162, 15-30-241, 15-30-303, 15-30-323, 9 (b) taxes levied pursuant to 7-14-1131 or 67-10-402;
10 15-31-131, 15-31-202, 15-32-303, 15-33-106, 19-3-105, i0 (c} grants  or contributions from the federal
11 19-4-706, 19-5-704, 19-6-705, 19-7-705, 19-8-805, 19-21-212, 11 government: or

12 53-6-111, AND 67-11-303, MCA; REPEALING SECTIONS 15-30-103, 12 (d) other sources.

13 15-30-105, 15-30-108, 15-30-110, 15-30-111, 15-30-112, 13 t2) The bonds may be issued by resolution of the
14 15-30-1113, 15-3D-114, 15-30-115, 15-30-117, 15-30-121, 14 authority, without an election and without any limitation of
15 15-30-122, 15-30-123, 15-30-126, 15-3¢0-131, 15-30-132, 15 amount, except that no bonds may be issued at any time if
16 15-30-135, 15-30-136, 15-30-137, 1%-30-142, 15-30-143, 16 the total amcunt of principal and interest to become due in
17 15-30~-156, 15-30-157, 19-9-1005, AND 19-13-1003, MCA; AND 17 any year on such bonds and on any then outstanding bonds for
18 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 1a which revenues from the same source are pledged exceeds the
19 APPLICABILITY DATE.," 19 amount of such revenues to be received in that year, as
20 20 estimated in the resclution authorizing the issuance of the
21 BE IT EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 21 bonds. The authority shall take all action necessary and
22 Section 1. sSecticn 7-14-1133, MCA, is amended to read: 22 possible to impose, maintain, and collect rates, charges,
23 * “7-14-1133. Bonds and obligations. (1) Except for 23 rentals, and taxes, if any are pledged, sufficient to make
24 providing financial support to a private development 24 the revenues from the pledged source in sucn year at  least
25 organization, including a corporation organized under Title 23 equa.  to  the amount of principal and incerest due in thac
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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 pavable as to principal
and interest solely from revenues of the authority and shaill
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 within the

meaning of ¥5-30-%:ii¢2ytady [section 6{2)(c)l.

(5} PFor 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 additicnal powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The
sums required from time to time tco 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 toc the payment of current costs of operation and
maintenance of the facilities.

(6) Nothing in this section or 7-14-1134 may be
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construed to limit the wuse 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 cof #5-38-itrt2¥ta¥y [section 6(2)({c)]."

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

"13-37-218. Limitations on receipts from political
committees. (1) A candidate for the state senate may receive
no mere 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 campaiqgn. The foregoing limitations shall be multiplied

-4~
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by the inflation factor as defined in $5-30-18x¢8}

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 peolitical
practices shall publish the revised limitations as a rule.
In-kind contributions may not be included in computing these
limitation Eotals. 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 uysed in this section, “inflation factor" means a

number determined for each vyear 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 returny——as——provided--in--15-30-1427 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 fuynd.™

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:

t1j--UBase-year-structurel-means-the-foliowing--eiemenes
af-ehe-income-—tax—steneturer

fa1~~the—-tax--bfaehets——estabiished—-in——is-ae—iBQT-bue
unadjusted-by-:ubsection—fﬂicof—is-se—ieay-én-eifeet-en—&une
30-cf-the-taxable-year;
fbf—-the-—exemptians-——ceneaineé—--in——*t5—36-ii27———bub
unadﬁusted——by—-subsect&ons——f??——and——fﬂf-—cf—ks—ae-iief—in
effect-on-June-30-cf-the-taxable-years
fci-—ehe——maxémum-—-standard—--deducticn—-—provided—-—én
15-38-1227-but—-unadiusted-by-subsection—t2}-0f-35-38-3325-in
effecr-on-Fune-3f-of-the-taxabie-years
t2y--tConsumer--price--inderl--means--the-consumer-price
index--United-Statea-city-averager-for-ati-ttemsy-using-—the
1967--base—-of--186--as——published--by--the-—burean-of-taber
atarisrics-of—the-HrSt-deparement—of-—tapors

t3¥(1) “Department"” means the department of revenue.

-6-
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{43~--%PBividendi--meana-—-any--distribution--made---by---&
corporation——--out---of-—-iea--earnings——or--profies--to--its
sharehoiders——-or--menmbersy--whebther--tn--eash--sr--in-—-other
property-or-in-atoek-sf-the-corporationy--other--than--stock
dividenda-—-as--heretn--defined---UStack-dividendsl-means—new
atack-—issned;——for—-surpius--or--prefites--capitatizeds---to
sharehoiders-in-proportion-te-their-pravious—heidingss

+5¥{2) "Fiduciary" means a guardian, trustee, executor,
administrator, receiver, conservator, ©Or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, Or estate.

¢6+{3) "Foreign country" or "foreign government" means
any jurisdiction other than the one embraced within the
United States, its territories and possessions.

{74--lGrass-incomel-means—the--taxpayer‘s--gross--income
for--federai-ineeme~tan-purposes-as-defined-in-seceion-6t-of
the-interral-Revenue-Sode-of-1954-er-as-that-sectien-may--be
iabeled--or--amended; --excinding--unemployment—-campensacion
inciuded——in--federal--groas--income-under—the-pravisiena—of
section-85-of-the-Internai-Revenue-code-of-1954-as—emended=-

+8)y--tInfiation-factori-means—-a--number——determined--£for
each——taxabie——-year-by-dividing-the-consumer-price-index-for
dune—of-the-taxabte-year—by-the-—consumer—-price——index—-for
June;-19868<

{4) "Individual® means a natural person, whether
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married or unmarried, adult or minor, subject to payment of

an _income tax under the Internal Revenue Code,

+9¥(5) "Informaticn 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 pelitical
subdivision of the state, having the control, receipt,
custody, disposal, or payment of interest, rent, salaries,
wages, premiums, annuities, compensations, remunerations,
emoluments, or cother fixed or determinable annual or
periodical gains, profits, and income with respect to which
any person or fiduciary is taxable under this chapter.
ti84-UHnowingiyl-is-as-defined-in-45-2-383<
tit}-INet-incomel-means-the-adjusted-gross-income——of—-a
taxpayer-tess-the-deductions-atiowed-by-this-chapters
ti2y-dPatdl;—~for--the--purposes--of--the-deductions-and
cradits-under-this-chaptery-means-patd-er-accrued~or-pazd-or
tncurredy-and-the-terms-Upatd--or-~incurvedi--and--ipatd--or
accrued®--shati--be--construed--according--to--the-method-of
accounting-upon-the-basis-of-which--the--caxabie--inecome——in
¢computed-under-this—chapter:
t33-4Purposeiyli-is-as-defimed-in-45-2-16%<

tid4y-LRecetvedi;--for--the--purpose--sf--computation--of
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taxabie-inecome-under-this-chapter;-means-received-or-accrued
and-~the--term--irecetved-—-or--accrued?--shati--be-construed
accerding-eo-the-method-of--accounting--—upon--the--basta--of
whieh—the-taxnbite-tncome-ta-computred-under—this-chapcers

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

Code of 1954, redesignated as the "Internal Revenue Cocde 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 CORgress must De

incorporated into the context of any section o©of Title 15

referring to the Internal Revenue Code.

{7)_ "Person" means an individual, a trust or estate, or

a partnership.

++5¥(8) "Resident™ applies only to natural persons and
includes, for the purpose of determining liability to the
tax 1imposed 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 malntalins a permanent place
of abode within the state even though tempcrarily absent
from the state and has not established a residence
elsewhere.

136y tPaxable-incomet-means-the~adinsted-grosn-—income-of
a--taxpayer——-iess-che-deductions—and-exsmptions-provided-for

in-thita-chapters
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£:7#3(9) "Taxable year" means the taxpayer's taxable
year for federal income tax purposes.

+38%{10) "Taxpayer"” includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporaticons.”

MEW SECTION. Section 6. State income tax as percentage
of federal. (1) A state income tax is impeosed and must be
paid and collected for each taxable year upon:

{a) the federal adiusted taxable income derived from
sources within and outside Montana of each resident and
fiduciary reguired to make a return and pay federal income
taxes under the Internal Revenue Code; and

(b)) the federal adjusted taxable lncome derived from
sources within Montana of each nonresident and fiduciary
required toc make a return and pay federal income taxes under
the Internal Revenue Code.

{2} "FPederal adijusted taxable income" means the
taxpayer's taxable income, as determined for federal 1inccme
taxes under the provisions of the Internal Revenue Code,
with the following additional deductions:

{a} income earned by an enroclled member of a federally
recognized Indian tribe during the time he both lives and
WOrsRsS On 4 reservation;

(b} Montana inceme tax refunds or crediis:

() interest income from obligations of the United

-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 8. of the Internal
Revenue Code 1is 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 corporatiocn's
undistributed taxable income, net operating loss, capital oz
ather gains, profits, or losses reguired to be included in
the shareholder’'s federal taxable income by reason of the
election under subchapter $. However, tc the shareholder's
federal raxable income must be added distributions receivegd
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
subsecticn (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 inccme earned from scources within Montana
bears to the taxpayer's federal adjusted qross income.

{(5) If a taxpayer's federal adjusted taxable income |is
adjusted for state income tax purpoases 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 ctaxpayer's federal income tax
liability, excluding the self-employment tax imposed under
section 1401, Internal Revenue Code, adjusted as provided in
[section 6(5)1].

NEW SECTION. Section B. Nonresidents -- determination
of in-state income. A nonresident's incocme from scurces
within Montana includes income derived from all property
owned in this state and from every business, trade,

profession, or occupation carried on in this state. It does

not include income from annuities, interest on bank
deposits, interest on notes, bonds, or other
interest-bearing cbligations, or dividends on stock of

corporations, except to the extent to which this income is a
part of the income derived froem a business, srade,
profession, or occupation carried on in this state. In the
case of a business, trade, professicon, or cccupation carried
on partly within and partly outside this state by a
nonresident, the ilncome 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. (1)
Each individual or fiduciary mentioned in [section 6(1)]
shall file a 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 6{5)]):

{b} the amount of tax due under [section 7], less
credits, if any, claimed against the tax:;

(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 is filed,
pay to the department any balance of tax in excess of $§1
remaining unpaid after <vcrediting the amount withheld as
provided under 15-30-202 or any payment of estimated tax as
previded under 15-30-242.

(2) If the withheld tax or the estimated tax paid

exceeds the state income tax due by mocre than $1, the

-}13-
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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 extensicon 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. 3Section 15-30-128, MCA, is amended to read:

"15-30-128. Credit for expense of caring for certain
elderly family members. {1) There is a credit against the
tax imposed by this chapter for gqualified elderly care
expenses paid by an individual for the care of a gqualifying
family member during the taxable year.

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

{a) 1is related to the taxpayer by blood or marrciage:

(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

(¢} has a family income of $15,000 or less for the
taxable year.

(3) For purpcses of this secticn, "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 oif a married individual, tne federal 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 agency
services provided by an organization certified by the
federal health care financing administration, homemaker
services, adult day c¢are, 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,.

{8} 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; oOr

{b) for a taxpayer whose federal adjusted gross income
exceeds $25,000, the greater of:

(i) 20% of qualified elderly care expenses; oOr

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

each $2,000 or fraction thereef by which the Eederal
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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 tectal for two or more family
members in a taxable year;

{c) prorated among multiple taxpayers who each
contribute to qualified elderly care expenses aof the same
qualified family member in a taxable year in the sanme
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 1is 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 o¢f c¢redit under

subsection (5) and the dollar amount of credit under

-16-
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subsection ({6) are 1limited to one-half of the figures
indicated in those subsections."

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

*15-30-162. Investment credit, (1) There is allowed as
a c¢redit against the tax imposed by 15-30-163 [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
of--2954;--or--as-—-section--46tart2¥{Fi-may-be-renumbevred-ar
amendedy are not to be included in the computation of the
investment c¢redit. The credit is allowed for the putchase
and installation of certain qualified property defined by
section 18 of the Internal Revenue Code of-3354;-as-amendeds
if the property meets all of the following gualifications:

(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 allcwed for the taxable
year is 5% of the amount of credit determined under section
46(a)(2) of the Internal Revenue Code 6£-1954;--as--amended;
or as section 46(a)(2) may be renumbered or amended.

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

the investment credit allowed for the taxable year may not

-17-
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exceed the taxpayer's tax liability for the taxable year or
$500, whichever is less.

(4) 1If property for which an investment credit is
claimed is wused 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 oproperty for which an investment credit is
claimed. The credit may not be allccated between spouses
unless the property is used by a partnership or small
business corporation of which they are partners or
shareholders.

(2) The Iinvestment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code =f-33547-aa-amendedr-or-as-seceian—437
may-be-renumbered-sr-amended, "

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

"15-30-241. Declaration of estimated tax. (1) Every
Each individual except-farmers;-ranchers;-sr-stackmen shall,
at  the cime prescribed in subsecrion (3) =2f-this-saceion,

Make a declaration of his estimated tax for the taxable year

-~18-
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if his—net-income-fream-sonrces—-other-than--wages;—-salartes;
bonnsess-—or-—sther—-emaluments-can—-reasonabiy-be-expaceed-to
equat-er-execsed-his-net-income-from-wages;-satartes;-bonuses
ar-atmher-emolumentsy—which-are-subject—to-withhotding he 1is

required tc  file a declaration of his estimated tax under

the provigions of the Internal Revenue Code.

{2} In the declaraticn required under subsection (1) of
this section, the individual shall state:

{a) the amcount which he estimates as the amount of tax
under 15-38-183 [section 7] for the taxable year;

(b) the amount which he estimates will be withheld from
wages paid by his employer if said individual 1is an
employee;

(c} the excess of the amount estimated under subsection
{2)ta) 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 reguired under subsection (1) of
thia-seetiten shall be filed with the department on or before
April 15 of the taxable year, except that if the
reguirements of subsection (1) ef--this--seetien are first
met:

(a} after April 1 and before Octcber 1 of the taxable
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year, the declaration shall be filed on or before October 16
of the taxable year;

{by 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 Quring the taxable year under subsection (3) of-this
seetion under rules preseribed by the department.

{5) 1If, 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:

fa) 1if the declaration is not regquired to be filed
during the taxable year but is required to be filed on or
before sueh February 15, sueh the return shall Ffor 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, aueh the return shall for the
purpeses o©f this section be considered as the amendment of
the declaration permitted by subsection (4) of-this--seetion
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.

(?7y 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 aueh 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 14. 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 1law, 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 disclesed 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 reguired 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 imn 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 sueh the other act when the
reports or facts shown thereby are directly ianvolved 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 shait} may 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} rthe 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 shaii may bring action to set aside or
review the tax based therecn 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.

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

{5) Any offense against subsections (1) through {4} af
this——sectton shall be punished by a fine not exceeding
51,000 or by imprisonment in the county jail not exceeding 1
year, or both, at the discretion of the court, and 1if the
of fender be is an officer or employee of the state, he shall
be dismissed from ocffice and be incapable of holding any
public office in this state for a period of 1 year
thereafter.

(6) HNotwithstanding the provisions of this section, the
department may permit the commissicner of internal revenue
of the United States or the proper officer of any state
imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may furnish to
such 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 permissicn shall be granted or such

information Ffurnished 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:

f&y-——to--the—-department——of-—-sustiee-—-ati-—-information
necessary——to-—itdentify—-—thosa—-persons——-quatifying——fer-che
addittonai-sxemption-£for-biindness-pursuane—to-15-38-1:2+4})+
for-the-purpose-cof-enablting-the-—-department—-of--justice--teo
administer-the-provistons—of-61-5-185+

thtia) to the department of social and rehabilitation
services information acquired under 15-30~301, pertaining to
an applicant for public assistance, reasonabhly necessary for
the prevention and detection of public assistance fraud and
abuse, provided notice to the applicant has been given;

te¥(b) 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

td¥{c) to the board of regents information regquired
under 20-26-1111."

Section 15. 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 #5-38-3:42¢6% [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 1is extended, the
taxpayer shall pay in addition interest thereen 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. secticn 15-31-131, MCA, is amended to read:

*315-31-131. 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 behaltf
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 B89(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 (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 ruleg of section 21(e)(3) and
(4) of the Internal Revenue Code.

{cy 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 lncurred 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 wunder subsection (1) if the amount was paid or
incurred to an individual described in section 129(c)(i) or
{2) of the Internal Revenue Code.

(4) An amount paild 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
4 salary reduction plan or is paid or incurred for services

not pertormed within this state,
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(5) If the credit allowed under subsecticn (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 »pe made at
the time of filing the tax return.

{6y The amount upon which the credit allowed under
subsection (1) is based may not be included in the qross
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 TInternal
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. Ameunts-exciuded-under--this
agbaection-—-do-nor-dquatify-as-expenses-for-which-a-deduceion
ts-attawed-es-the-empltoyee—nnder-15-368-12%+~

{7) Any tax credit otherwise allcwable under this
section that is not used by the taxpayer in a particular
vear may be carried forward and offset against the
taxpayer's tax liability for the next succeeding tax vyear.
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 f£ifth 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 cof the Internal Revenue Code, and the taxpayer
glects to take tax credit relief, the election may be made
on behalf of the cerporation's shareholders. A shareholder's
credit must be computed using the shareheolder'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 corporaticn as otherwise provided by law.

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

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

(b) &“Emptoyerd "employer" means an employer carrying on
a business, trade, occupation, or profession in this state.

tey-—-YIneernai-Revanue-codel-means—-che-federat-—internat
Revenne-Code-aa-amended-and-in-effect-on-January-:7-19857"

Section 17. section 15-11-202, MCA, is amended to read:

*15-31-202. Election by small business corporation. (1}
A small business corporation may elect not to be subjecr 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 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 geress taxable income
as defined in 15-38-%3** [section 6].

{5) Every electing corporation is required to pay the

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

Section 18. sSection 15-32-303, MCA, is amended to read:

-28-

o ~ [=4)

10
11
12
13
14
15
15
17
18
19
20
21
22
23

23

LC 0389/01

»15-32-303., Deduction for purchase of Montana produced
organic fertilizer. In addition to all other deductions from
adinsced--—groas--individuai--income--attowed--in--computing
rawable-income-under-Tirite-157;-chapter--387--or--£from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a tarxpayer corporation may deduct
hés its expenditures for organic fertilizer produced in
Montana and used in Montana if the expenditure was not
ctherwise 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 an-indtvidual
er a corporation from an investment in an SBIC organized in
accordance with this part is exempt from taxation uander the
provisions of Title 15, ehapters—38 and chapter 31."

Section 20. sSection 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 1s hereby authcrized and empowered
to administer and supervise a vendor payment program of
medical assistance under the powers, duties, and functions
provided 1n 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 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 participaticn 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 $5-30-~142 [section 10] for tax deficiencies
from the date of such payment.

{5) 1In 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."

Section 21. section 67-11-303, MCA, is amended to read:

"57-11-303. 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 6§7-11-301 cor 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 reseclution authorizing the
issuance of the bonds. The authority shall take all action

necessary and possible to impose, maintain, and cellect
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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 pavyable as to principal and
interest solely from revenues of the autherity and shall
state cn 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

¥5-30-:::¢2¥tad [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 reguired 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 inm this chapter,
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prior to the payment of current costs of ope;étion 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 tc 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 paynment
of principal and interest due on such bonds, it will lewvy 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 obligatian to levy taxes for che 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 purpcose of the bonds and the substance
of the covenant respecting deficiencies. Na such resclution
becomes effective wuntil the gquestion of its approval has
peen 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 ©f the
electors voting thereon wvote against approval of the
resglution, the municipality has no autherity 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
soclely from the socurces referred to in subsection (1)

above."
Section 22. gSection 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 oOther
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benefit under this chapter and the moneys in the fund
created under this chapter is nots

t*¥ subject to execution, garnishment, attachment, aor
any other processs

£2Y-——subiect-to-state;-countyy-er-municipati-taxes-except
for-a-refundéd-paid-under-13-3-703-cf-a-memberis-contributions
picked-up-by-an-emptover-after-dune-387-19857-as-provided-in
$9-3-783r-or

+3¥ 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 taxatisn-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 ceontributions and cash
and securities in the various funds of the retirement system
are=

tiy——exempbed--fram--any-state;—countyr-or-municipatr-—tax
of-the-state-of-Montana-except-fer-a-withdrawai--paid-—under
19-4-583--of-—-a--membarts--contributions-—-picked--up--by--an
emptoyer-after-June-38;-1985;-as-provided-in-19-4-602+

2+ not subject to execution, garnishment, attachment
by trustee process or otherwise, in law or equity, or any
other processs+ and

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

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

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

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

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

tiy—-exempt-from—any-staker——countyr-—or--muntcipat--tax
except--for-—a--refund--patd--under--13-6-483--of-a-membear's
ecantriburions-picked-up-by-an-empioyer-afeepr-June-387--+985+
as-provided-+n-39-6-462+

t2y exempt from levy, sale, garnishment, attachment, or
any other prccesst+ and

+3% 1is unassignable except as specifically provided in
19-6-706."

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

"19-7-705. Exemption from taxes-amd 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<

tiy-——exempt--from--—any--stater--sounky;—or-menicipakr-tax
except-for-a-refund-patd-under--19-7-384¢1}--cf——-a--memberis
esntribaetona——picked-up-by-an-emproyer-after-June-34;-1985;
as-provided-in-:9-3F-483+

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

+3% is unassignable except as specifically provided in
19-7-706."

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

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

tiy--—exempt-from-any-astate;-—county;——or--muntcipat--cax
except-~for--a--refund--paid--under-:+9-8-563-af-the-membeapls
coneributions-picked-up-by-an-empitoyer-afrer—June-365--1985+
as-provided-tn-15-6-582+

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

t3+ 1is unassignable except as specifically provided in
19-3-806."

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

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

tit-—exempe-from-any-stater;-countyr-or-munietpal-tax;

+2%(1) not subject Lo execution, garnishment,
attachment, or cother process;

t33{2) not covered or assessable by an insurance
guaranty association; and

t4¥(3) unassignable except as specifically provided in
the contracts."

Section 28. section 15-30-125, MCA, is amended to read:

"15-30-125. 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

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

expended in Montana during the during the course of his

residency."”

NEW SECTION. Section 30. Repealer. 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, 15-30-1213, 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. $8ection 31. codification instruction --
instruction to code commissioner. (1) [Sections 6 through
10) are intended to be codified as an integral part of Title
15, chapter 30, wpart 1, and the provisions of Title 15,
chapter 30, part 1, apply to [sections 6 through 10].

{2) The code commissioner is instructed to make changes
throughout the Montana Code Annotated tc reflect the change
in definition of "Internal Revenue Code"” in 15-30-101.

NEW SECTION. Section 32. 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 33. severability. If a part of
[this aet] is invalid, all valid parts that are severable
from the invalid part remain in effect. If 3 part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. Section 34. Retroactive applicability.
[This act] applies retroactively, within the meaning of
1-2-109%, to taxable years beginning after December 31, 1950.

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

effective on passage and approval.

-End-
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STATE OF MONTANA - FISCAL NOTE

Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0996 , as_introduced.

DESCRIPTION OF PROPOSED LEGISIATION:

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 :

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

1.

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.
individual income tax collections $29,986,000 in FY92 and $32,692,000 in FY93 (DOR simulations),

This increases
See technical note.

4. Implementing the proposal will require one-time additional administrative expense of $125,000 in FY92: 2.00 FTE, at

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

$78,000 and operating expense of $47,000.

FISCAL IMPACT:
Department of Revenue:

FY '92
Expenditures: Current Law Proposed law
F.T.E. 0 1.00
Personal Services 0 56, 840
Operating Expense 0 (38.743)
Total 0 18,097
Funding:
General Fund 0 18,097
Revenues:
Individual Income Tax (01) 311,176,000 341,162,000
Net General Fund Impact:
(Continued on next page)
A 7
,f/ 7 \
o ) 3ee
ROD SUNDéTED, BUDGET DIRECTOR DATE

Office of Budget and Program Planning

@sd Non,

FY '93

Difference Current Law Proposed Law

1.00 0 (1.00)

56,840 0 (21,160)

(38 .743) 0 (85 ,743)

18,097 0 (106,903)

18,097 0 (106,903)

29,986,000 327,201,000 359,893,000
29,667,903

Difference

(1.00)
(21,160)
(85 ,743)

(106,903)

(106,903)

32,692,000

32,798,903

ROBERT R.

Fiscal Note

{(BOB) REAM,

tor HBO996  as

introduced

2/22/9]

PRIMARY SPONSOR

DATE

HE F9¢-1



Fiscal Note Request, HB0996. as_intreduced.
Form BD-15

Page 2

TECHNIC NOTE

The simulation model used to estimate the revenue neutral 32% rate has been updated by the Department to include 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.

FY 92 FY '93
Current Law Proposed Law Difference Current lLaw Proposed Law Difference
Individual Income Tax ({1) 311,176,000 310,824,000 {352,000) 327,201,000 327,821,000 620,C00

1f the proposal is structured to be revenue neutral for all taxpayers except retirees, the revenue neutral rate should be
3is. 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:

FY 92 FY '63
Current Law Proposed Law - Difference Current Law Proposed lLaw Difference
Individual Income Tax (01) 311,176,000 330,468,000 19,292,000 327,201,000 349,251,000 22,050,000

HE 99¢ -/



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 LEGISTIATION:

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 taxpaver’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 FYS2.

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 FIE, at

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

FISCAL IMPACT:

see next page

44-7/ B @L&‘—»\ ‘U—w/q/

ROD SUNDSTED, BUDGET DIRECTOR i DATE ROBERT R. (BOB) REAM, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HBO996, third reading., as amended
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Fiscal Note Request, HB0996. third reading, as amended

Form BD-15
Page 2

FISCAT IMPACT

FYy 92 FY '93

Expenditures.: urrent Law Proposed Law Difference Current Law Proposed Law Difference
F.T.E. 0 1.00 1.00 0 (1.00) (1.00)
Personal Services 0 56,840 56,840 G (21,160) (21,160)
Operating Expense 0 (38.743) (38,7433 0 (85.743) (85,743)

Total 0 18,097 18,097 0 (106,903) (106,903)
Funding:
General Fund 0 18,097 18,097 0 (106,%03) (106,903
Revenues:
Individual Income Tax (01) 311,176,000 311,176,000 0 327,201,000 331,508,000 4,307,000

Net General Fund Impact: (decrease) —-=3 (18,097) (increase)—{74,413,903

LONG-RANGE TMPACTS OF PROPOSED LEGISIATION:

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:

CY/FY Revenue-Neutral Rate (CY) Revenue Impact (FY)
1992/1993 29.64 3 $ 4,307,000
1593/1994 29.16 % 510,248,000
1994,/1995 28.99 s $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.

yB 99-¥e



52nd Legisiature

i1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0996/02

APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. 3996
INTRODUCED BY REAM, VAN VALKENBURG, 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
MONTARA 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,

1$-30-3031, 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, 15-34-~105, 15-30-106, 15-30-108,
15-30-110, 15-30-111, 1§-3¢-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--REPROACFIVE AN
APPLICABILITY DATE."

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

"7-14-1133. PBonds and obligations. (1} Except fer
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providing Einancial support to a private development
organization, including a corporation crganized under Title
32, chapter 4, whose purpose is to advance the economice
development of its jurisdiction and of the state and its
citizens, an authority may borrow money for any of its
corporate purpcoses and issue bonds therefor, including
refunding bonds, in such form and upon such terms as it
determines, payable out of any revenues of the authority,
including revenues derived from:

{a) any port or transportation and storage facility;

(b) taxes levied pursuant to 7-14-1131 or 67-10-402:

{c) grants or contributions from the federal
government; or

{d) other sources.

{(2) The bonds may be issued by resclution 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 cutstanding bonds Eor
which revenues from the same source are pledged exceeds the
amount of such revenues to be received in that year, as
estimated in the resplution 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

-2- HBE 99§
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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 ¢f this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-the

meaning-ef :5-30-:it2ytay fsection-6€23teit.

{9) For the security of any such bonds, the authority.
county, or municipality may by rescolution 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 froem 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
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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. 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 +5-38-tiit23tay fseceiun-6t23tedi.”

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

"13-37-238. Limitations on receipts Ffrom political
committees. (1) 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 nc more than $600 in total combined monetary

- HB 996
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contributions from all political committees ceontributing to
his campaign. The foregoing limitations shall be multiplied
by the inflatiaon factor as defined in $5-36-183¢6%

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 totalas. 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. {l) An individual
whose withheld income tax or payment of estimated tax
exceeds by more than $1 his income tax 1liability for the
taxable year may donate $l to be paid to the fund. In the
case of a joint returny--as--previded--ién--15-38-:42¢ 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

-5 HB 396&
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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 adeguately 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. Definitiona. For the purpose of this
chapter, unless otherwise required by the context, the
following definitions apply:

+i¥y--LiBase-year-stcuctnrei-means-ehe-fottowing--estements
of-the-income-tax-structures

tay--ehe-—tax-——-brackets—-estabiished--in--15-36-103y-but
anadiuseesd-by-subsection-{2y-0-15-36-3837-in-effect-on-June
38-of-the-taxabte-year;
thy——the——exemptions-—-contained-——¢n---35-38-12y--—but
unadjusted--by-—subseceians-—{tFy--and--t08y-——-0f-35-30-3127r-%tn
effect-on—Jdune-30-of-the-taxabie-year;
tey--the--maximum---standard-~-deduction---provided-——in
15-38-3122;-but-unadiusted-by-subsection-t23-o0f-15-36-2227-in
effect-on-June-38-ef-the-taxable-years
t2y--LEonsumer--price-—indexi--means--the-consumer-price
tndex7-dntted-Statea-city-average;-for-ali-reemsy-ustng-—-the

1363 -~base--of--188-~-as—-pubitaned-~by--the--bureau-of-iabar

-6- HB 996
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acatisties-of-the-Gs5--department-of-tabor-

+3¥(1l) “Department"™ means the department of revenue.

t4)y—-uPividendt--means——any--distribution--made——--by---a
corporatisn———oue——-nf---tts—-sarnings--or--proftts——-to--tes
sharehatders--or-—membersy——whether——in--ensh--or-—-in-—-other
proeperty-er-in-stechk-sf-the-corporation;—-other—-than--stock
dividends-—-as--herein--definedr——19cock-dividendsl-meanas—new
stock—-isspedy--for--surpius-——er--profita--eapitatized;——--te
shareholdera-in-praportion-to—thetr-previceus-hotdingss

t5+(2)} “Fiduclary" means a guardlan, trustee, executor,
administrator, receiver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

t6¥(3) "Foreign country" or "foreign government" means
any jurisdiction other than the one embraced within the
United States, its territories and posasessions.

+#}--tdross~incomel-means-the--taxpayerlis--gross-—-income
for--federat-income-tax-purposes-as-defined-in-section-6i-of
the-internat-Revenue-€ode—cf-1954-or-as-that-section-may—-be
tabeied-~or--amendedr—-exciuding--nnempioyment-—compensatien
ineiunded—-in—-federai--gress—-income-under-the-provisions—of
section-85-of-the-internat-Revenue-cede-of-1954-as-amended~

{8y--iinfiakion-facstori-means-a--number--determined--£or

each-—taxabie--year-by-dividing-the-consumer-price-index—for

dune-of-the-taxabte-year-by-the--consumer--price-—index--for

-7- HB 996
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Juney—-196848<

(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.

t9¥{5) "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,
custedy, 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.

€364 -YKnowingiyl-is-—as-defined-tn-45-2-83<-

ti1}-4Net-itncomesli-means-che-adiuated-gross-income——af--a
taxpayer—iess-the*dednctians-aiiowed-by-this-ehaptefr

t224-UPaidl;-—for-——the--purposes—-ef--the-deductions—and
credibts—under-this-chapter;-neans-paid-or-accrued-or-paid-or
ineurredy-and-the-terms—Ypatd--or--incurrvedi--and-—ipatd--or
accruedid--shaiti--be--econstrued——according--to--the-methed-of
aceounting-upen—the-bhasis-pf-which-~the—-taxable-—income—-i=

computed-under-this-chapters

-8- HB 996
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t13}-4Purposetryl-is-as-defined-in-45-2-101~+

ti4}-YReceivedty-~for——-the——purpose--cf--computation--of
eaxable—inceme-under-this-chaptery-means-received-ar-aserned
and--the—-term-—treceived--or--accruedi--shati--pe-conskrued
according~to-the-method-cf--accounting—-upon--the-—basis--of
which-the-taxabie-income—is-cemputed-under-this-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 Onited 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 KNOT INCLUDE INCOME

EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR CONSTITUTION

OF THE UNITED STATES.

¢+73(8) "Person" means an individual, a trust or estate,

or a partnership.

¢154{8}({9) "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 perscn domiciled in the state of

—9- HB 996
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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.

t16y-4Paxable-incomel-means-che-adinseed-gross-tncome—of
sa-~paxpayer——-less—the—-deductions-and-exemptions-provided-for
tn-rhis-chapters

¢37+${91(10) "Taxable year™ means the taxpayer's taxable
year for federal income tax purposes.

+384428¥(11) "Taxpayer"”

fiduciary, resident or nonresident, subject to a tax imposed

includes any person or

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 federai adjusted FEDERAL taxable income derived
from sources within and cutside Montana cf each resident and
fiduciary required to make a return and pay federal income
taxes under the Internal Revenue Code; and

(b) the federmt adjusted FEDERAL taxable income derived
from sources within Montana of each nonresident and
fiduciary required to make & recurn and pay federal income
taxes under the Internal Revenue Ccde.

4

(2) "Pederat-adjusted ADJUSTED FEDERAL taxable income"

means the taxpayer's taxable income, as determined for

-10- HB 996
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federal income taxes under the provisions o¢f the Internal
Revenue Code, with the following additional deductions:

(a) tneeme--earned-by-an-enrotled-member-of-a-federatiy
recognized-indian-eribe-during-the-time-he--poth--tives--and
werks-on-a-reservations

tbi--Montana-income-cax-refunds-or-craditss

ted-—-intereat-—income-—-£rom--obiigationa--ef--the-Hnited
States—goavernment-to—the-sxtent-tha-incoma--is——-prxempe-—-from
state-itncome-tax-under—federat-tawr-and

ftdy—-miltitary-combat-pay-received-py-a-Montana-resident:

INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR

CONSTITUTION OF THE UNITED STATES MAY BE DEDUCTED.

t3¥{B) A shareholder of a corporation feor which the
election provided for under subchapter 8. of the Internal
Revenue Code is in effect but for which the election
provided under 15-31-202 1is 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- HB 996
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+4}-~-Nenresidents-taking-any-of-the-deductions-itsted-in
subsection—fi}—nay—ciaim—oniy-thaé--pereentage-—eé--étenized
deductions-and-the-parssnat-exemption-deduction—ailowed-£from
federai---adjusted--gross—-income--that-—the--pereencage——of
adjusred-groas-income-carned--fvam--sources--within-—-Mentana
bears—-to-the-taxpayeria-—federat-adjusted-groas-incomnes

t5y--Ié--a-taxpayeris-federai-adivated-taxablte-income-i9
adiusted-far-akate-income—tax-purpases-to-inciude-any-a€-the
additionat-dedactinns-ar-nodifications-—ef-—subsectiona--¢2}
theangh——{4}-——and--15-36-107--and--15-30-12F7—the-taxpayeris
federat-income-tax-tiabiitty-~musr--be--recomputed—-an--this
adjusted--fiqure--to——atiow--the-scate-income-tax-rate-to-be
applied-against-its

(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 HIS STATE INCOME TAX LIABILITY

PURSUANT 170 [SECTION 7] IS THE FULL AMOUNT OF HIS FEDERAL

TAX LIABILITY.
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NEW _SECTION, Section 7. Rate of tax. Th2 Tata O 3tarte
Meome-~tax-—i3--324-—o0f--ga--taxpayerts—-federal--income-tax
ttabitityr-exeiuvding-the-self-empioyment—tax—-imposed-—under
section-148i7-internai-Revenue-€odey-adjusted-as-provided-—in

taeer+en--6¢5¥3v (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

AND PENALTY ON EARLY DISTRIBUTIQNS FROM INDIVIDUAL

RETIREMENT ACCOUNTS OR QUALIFIED RETIREMENT PLANS. A

TAXPAYER'S FEDERAL INCOME TAX LIABILITY DOES NOT INCLUDE

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

NEW SECTION. Section 8. Nonresidents —— determination
of in-state income. A nonresident's income from sources
within Montana ingludes income derived from all property
owned in this state and from every business, trade,
profession, or occupation carried on in this state,

INCLUDING GAIN AND INTEREST RECEIVED FROM THE INSTALLMENT

SALES OF PROPERTY. #t--dees--not--ineinde---income-—-£rom

annuities;-—interest--on--bank--depositsr-interese-cn-notes;

bonds;—or—other—interest-bearing-obtigarions;——ar--dividends
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on-steek-of-corporatiensy-execept—to-the-extent-—to-which-this
ineome--is~--a-—-parc——-of--the—income-derived-from-a-busineasy
trader-professaions-or-eceupation—carried-on—-in--chis-—scates
In the case of a business, trade, profession, or occupaticn
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 ITI,

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 DCES NOT OWH OR

RENT REAL ESTATE OR TANGIBLE PERSONAL PROPERTY WITHIN

MONTANA AND WHOSE ANNUAL GROSS VOLUME OF SALES MADE 1IN

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 MARE IN MONTANA DURING THE TAXABLE YEAR. SUCHE

TAX SHALL BE IN LIEU OF TEE TAX IMPOSED UNDER [SECTION 6).

THE GROSS VOLUME OF SALES MADE IN MONTANA DURING THE TAXABLE

YEAR SHALL BE DETERMINED ACCORDING TO THE FPROVISIONS OF

ARTICLE 1V, SECTIONS 16 AND 17, OF THE MULTISTATE TAX

COMPACT.
NEW SECTION. Section 10. Tax return -~ contents. (1}

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

a4 Treturn, 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 6¢5% 7l

(b} the amount of tax due under [section 7], less
credita, if any, claimed against the tax;

fcy 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 §l
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

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 ROT BE ASSESSED IF THE DEFICIENCY IS PAID WITHIN

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

TO THE TAXPAYER.

+34(4) 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}(53) If a joint return is made by husband and wife,

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

SECTION 12. SECTIOR 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
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department may revise the return to determine the taxpayer's

correct federal taxable income regardless of whecher the

internal revenue service has revised the taxpaver's reported

federal taxable inccome. If any taxpayer fails toc 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 viclating 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 vyears 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 o¢r 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 nc 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

examination of a return or wupon <claim duly filed by a
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taxpayer or wpon 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 iliegally
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}) Tf 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 cperating loss is carried back.

{3) wWithin 6 months after an amended return, a

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

department shall examine sat¥d 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
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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'provlded 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 withhelding 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 Efrom
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.

(5) An overpayment not made incident to a bona fide and
arderly discharge of an actual income tax liability or one
reasonably assumed t6 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 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 cf age; or

(ii) is diagnosed by a physician as having senile
dementia of the Alzheimer type; and

{c} bhas 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 neot 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) 9Qualified 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
[1ii)} 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 amocunt of credit allowable under
this section is;

(a) for a taxpayer whose federal adjusted gross income
does not exceed $25,000, 30% of gqualified elderly care
expenses; oOr

(b) for a taxpayer whose federal adjusted gross income
exceeds 525,000, 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 thereocf 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 gualifying family member in a
taxable vear and to $10,000 total for two or more family
members in a taxable year:

(c) prorated among multiple taxpayers who each
contribute to gualified elderly care expenses of the same
qualified family member in a taxable year in the same
proportion that their contributions bear to the total
qgualified 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 ender

subsection (5) and the dollar amcunt of credit under
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subsection (6) are 1limited to one-half of the figures
indicated in those subsections.”

Section 15. sSection 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 $5-36-163 [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
0f-~1954;—or-~as~-~section——-46tay{t2}¢tFy-may-be-renumbered-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 &f-1354;-as-amendedy
if the property meets all of the following qualifications:

{a) it was placed in service in Mentana; 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 af-15547--as--amendedy
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 ipvestment credit |is
claimed is used both inside and outside this state, only a
portion of the credit 1is 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 teo
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 wused by a partnership or small
business corporation of which they are partners or
sharehclders.

{5} The investment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code of-19547-as-amendedr-or-as-section—47F

may—be-renumberad-or-amended. "
Section 16. Section 15-30-241, MCA, is amended to read:
»15-30-241. Declaration of estimated tax. (1) Every
Each individual except-farmers;-ranchers;-or-stockmen shall,
at the time prescribed in subsecticon (3) ef-thts-secttion,

make a declaration of his estimated tax for the taxable year
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if his-net-income—from-seureces—arher—than--wagesy-—-satariesy
bonusesy--or——othar-emeiuments—can-reasonably-be-expected-to
equat-sr-exceed-his—net-income-from-wagesy-satariesr—bonuses
or-scher-ematumentasr-whreh-ase-subjece-ta-withhatding 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 15-38-163 [section 7] for the taxable year;

(b) the amount which he estimates will be withheld from
wages paid by his employer 1if said individual is an
employee;

{(c) the excess of the amount estimated under subsection
(2)(a) over the amount estimated under subsectlon (2)(b),
which excess for purpcses of this section shall be
considered the estimated tax for the taxable year;

fd} such other information as wmay be prescribed in
rules promulgated by the department.

1{3) The declaration required under subsection (1) of
this-seetion shall be filed with the department on or before
April 15 of the taxable year, except that if the
requirements of subsection (1) of--this--section 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
declaraticn sghall 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) of-ehis
seceion 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
rulea prescribed by the department:

ta) if the declaration is not required to be filed
during the taxable year but is required to he filed on or
before such FPebruary 15, suweh 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, sueh the return shall for the
purposes of this section be considered as the amendment of
the declaration permitted by subsection (4) of-this——section
to be filed on or before sauech February 15.

{6) The department shall promulgate 1ules governing
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reasonable extensions of time for £iling declarationa 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 tc 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 s=sseh the
taxpayer.

(8) Any individual who fails to file a declaration of
estimated tax as reguired by this section is not subject to
the penalties set forth in 15-10-321."%

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 eor any other taxing act or on
behalf of any party to any action or proceedings Vunder the
provisions of this chapter or such 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 regquire 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 nc more.

{3} Nothing herein shat* may 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 sha¥t may bring action to set aside or
review the tax based thereon or against whom an action cr

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 sheii must be preserved for 13
years and thereafter until the department orders them to be
destroyed.

{5} Any offense against subsections (1) through (4) of
this--secttonn 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 af 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 vyear
thereafter.

{6) MHNotwithstanding 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 upen the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may Ffurnish to
such 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) Ffurther, notwithstanding any of the provisions of
this section, the department shall furnish:

tay--to--the--deparement——of--justice--ari--—infermaeion
necessary--to--identify--these——persons—-quatifying——for-the
addieionai—exenpbien—fer—biindness~pursuent-to-i5-30—!&9{4}7
for-the-purpose-of-enabiing—the--department--of--justice-—¢o
adminiscer-che-provisions-of-63-5-185+

tet(a} 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 preventicn and detection of public assistance fraud and
abuse, praovided notice to the applicant has been given;

te3(b) 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 huating and
fishing licenses; and

td¥({c) 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 15-30-342{6y [section %@ 11] 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% therecf; provided,
however, that no deficiency penalty shall be less than $2.
Interest will be computed at the rate of %% 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 distinquished from the
due date as it may have been extended to the date of
payment.

(2) I1If the +time Ffor filing a return is extended, the
taxpayer shall pay in addition interest thereen 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 Efor dependent care assistance. (1)
There is a credit against the taxes otherwise due under this
chapter allowable to an employer for amounts paid or
incurred during the taxable year by the employer for
dependent care assistance actually provided to or on behalf
of an employee if the assistance 1is furnished by a
registered or licensed day-care provider and pursuant to a

program that meets the requirements of section 89(k) and
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129(d)}(2) through (6} of the Internal Revenue Code,

(2) (a) The amount of the credit alliowed 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 (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 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 c¢redit allowed undar subsection (1) is
claimed, the amount of any deduction alilowed or allowable
under this chapter for the amount that gqualifies for the
credit (or upon which the credit is bhased) must be reduced
by the dollar amount cof 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 inciuded 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 te an employee to whom dependent care
assistance is provided, "wages" does not include any amount
excluded under this subsection. Amounts-exciuded-under—this
subsection-do-nat-quatify-as-expensss-for-which-a--deducktion
ta-atiowed-to-she-employee-under-35-36-12%7

{(7) Any tax credit otherwise allowable under this
section - that is noet 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

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 €ifth
succeeding tax year.

{8) If the taxpayer is an § corporation, as defined in
section 1361 of the Internal Revenue Code, and the taxpayer
elects tc 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 alliowed under subsection
{1):

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

(b) “Bmpieyer® “"employer" means an employer carrying on
a business, trade, occupation, or profession in this state.

tey--Linternai-—Revenue-Eodel-means-the-federai-internat
Revenue-Sode-as-amended-and-in-effece-en-January-t7-3989="

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

{a) with respect Lo 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 vrespect to such taxable years and all
succeeding taxable years, the provisions of this part apply
to such corporation; and

{b) with respect to the raxable 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 gress taxable income
as defined in ¥5-30-%1% [section 6].

(5) Every electing cocrporation 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 deducticons from
addnated--gross-—individuat-~income——-altawed--in---computing
tarabie--ineeme--under--Pitle--15r-chaprer-387-er—£frem gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a tawpayer corporation may deduct
hts its expenditures for organic fertilizer produced in
Montana and used in Montana if the expenditure was not
otherwise deducted in computing taxable income."

Section 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--individuai
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, chapters-38 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
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 tederal

Social Security Act,
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(2) The department shall adopt rules establishing a
system of penalties and sancticons 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) regquired 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 progran.

{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 #¥5-38-142 [section 19 11l] for tax
deficiencies from the date of such payment.

(S) 1In 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."

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 cantributions from the federal
govermment; or

(@) 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 vear on such bonds and on any then cutstanding 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 vyear.

{3) The bonds may be scld 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 within---the--meaning--of

¥5-36-111t2)¢ay tsectron-6{2+tert.

{5) For the gecurity of any such bonds, the authority
or municipality may by rescluticn make and enter intoc any
covenant, agreement, or indenture and may exercise any
additional powers authorized to be exerciged 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
resoclution 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
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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 reselution
becomes effective until the questionn 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
resglution, 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 t¢ in subsection (1)

above."

Section 25. Ssection 19-31-105, MCA, is amended to read:

"19-3-105. Exemption from tmxes-and leqal 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 nots

tt+ subject to execution, garnishment, attachment, or
any other processsy

t2y-—subject-to-starer—countyr-or-municipai-taxes-except
for-m-refund-paid-under-i15-3-783-of-a-memberia-contributions
picked-up-by-an-employer-afeer-dune-397-1985r-as-provided-in
39-3-70%7-or

t3% or assignable except as in this chapter
specifically provided."

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

*19-4-706. Exemption from taxation-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
ares

fi1*-exempted—érom-anywstateT—cuuntyr—ef——munécipai--tax
of--the-—-seate-nf-Montana-except-for-a-withdrawat-paid-under
+9-4—683~-af--a--memberis-—contributions--piched--up——by--an
empieyer—after-&une—aay-igasv-as-prevideé—in—§9-4—6621

+24 not subject to exzecution, garnishment, attachment
by trustee process or otherwise, in law or equity, or any
other processs and

+3% 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's annuity, state
annuity, or return of deductions or the right of any of
these shati-be is exempt from any state-or-manieipai-eax-and
£#rem levy, sale, garnishment, attachment, or any other
process whatsoever and shali-be is unassignable except as
specifically provided in 19-5-70%."

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

"19-6-705. Ezxemption 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<t

{i}--exempt——from-—any--stater——countyr-or-municipai-tax
excepe-for-a--refund--patd--under--319-6-403--of-~a--memberts
contributions--piecked-up-by-an-empioyer-afeer—dune-38;-19857
as-previded-in-19-6-492¢

+2% exempt from levy, sale, garnishment, attachment, oOr
any other process: and

¢33 is unassignable except as gpecifically provided in
19-6-706."

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

“19-7-705. Exemption from taxes-and 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+

fi)y-—exempt-£from-any—statey--countyy;——or--municipat--cax
except~-for—--a--refund--paid-under-19-7-364+t1y-cf-a-memberia
contributions-picked—up-by-an-employer-afcer-dJune-387;--19855
as-provided-tn-1+3-7—483+

+2y exempt from levy, sale, garnishment, attachment, or
any other processs and

+33 is unassignable except as apecifically provided in
18-7-706."

Section 30. section 13-8-805, MCA, is amended to read:

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

tiy-—exempt-——from--any--stater-~-countyr-or-municipai-cax
except-for-a-refund-paid--under--19-8-543--of--tha--member'ts
contributions--picked-up-by-an-empisysr-after-Fune-387-196857
as-provided—-in-19-0-502+

+2» exempt from levy, sale, garnishment, attachment, or
any other processs and

¢34 is unassignable except as specifically provided in
19-8-B06."

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

"19-21-212. Exemption Erom taxations legal processy and
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assessments, All contracts, benefits, and contributions
under the optional retirement program and the earnings
thereon are:

f3)y-——exempt-from—any-state;-countyy-or-muniecipak-taxs

t29(1) not subject to execution, garnishment,
attachment, or other process;

t33(2) not covered or assessable by an insurance
guaranty association; and

t4¥(3) unassignable except as specifically provided in
the contracts.™

Section 32, section 15-36-125, MCA, is amended to read:

"15-30-125. Credit for energy-conserving investments.
{1) There is a credit against tax liability under this
chapter as provided in 15-32-108%.

(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."

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,
1s-30-12:,  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.
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NEW SECTION, Section 34. codification instruction --—

instruction to code commissioner. (1) [Sections 6 through 8
111 are intended to be codified as an integral part of Title
15, chapter 30, part 1, and the provisions of Title 15,
chapter 30, part 1, apply to [sections 6 through 36 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 15-30-101.

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

IF SENATE BILL NO. 333 18 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 1IN [SECTION 10 OF THIS ACT] MUST BE CHANGED TC &0

DAYS,
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 Qate of this actl.

NEW SECTION. Section 37. severability. If a part of
[this act] ie invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act) is invalid in one or more of its applications, the part

remains in effect in all wvalid applications that are
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severable from the invalid applications.

NEW SECTION. Section 38. -wetroawvive ———- APPLITANIIILY
APPLICABILITY. (This act] applies retrsaactively;-within-—the
meaning---of--%~2-389Ff to taxable years beginning after
pecember 31, 1996 1931.

NEW SECTION. Section 39. Effective date, [This act] is
effective on passage and approwval.

-End-
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HOUSE BILL NO. 996
INTRODUCED BY REAM, VAN VALKENBURG, 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, S3-6-111, AND 67-11-303, MCA; REPEALING
SECTIONS 15-30-102, 15-30-105,

15-30-106, 15-30-108,

15-30-11i0, 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, ANP 19~13-1003, AND B80-12-211, MCA; AND PROVIDING
AN IMMEDIATE EFFECTIVE DATE AND A--REFROAETEIVE 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 i3 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 pert or transportation and storage facility;

{b) taxes levied pursuant to 7-14-1131 or 67-10-402:

{c) grants or contributiocns from the federal
government; oOr

(d) other sources.

{2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no bonds may be issued at any time if
the total amount of principal and interest to become due in
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 Dbe 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, iIf 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 sgolely 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 autherity, county, or
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-the

meaning-of 15-38-11i{2}ta} {aecrion-G6LEye=}i.

{(5) For the security of any such bonds, the authority,
county, or wmunicipality may by resoclution 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 reguired 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 wuse 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 wikhin

ehe-meaning-of ¥5-38-133+2¥tad fsection-6t2¥ter}.”

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

"13-37-218. Limitations on receipts from political
committeea. (1) 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 +5-36-3031+48%

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

held after 1984; the resulting figqure 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 1liability for the
taxable year may dconate $1 to be paid to the fund. In the
case of a joint returny--as--proevided--in—-i5-38-142; of a
husband and wife having an income tax overpayment as defined
in 15-30-149 of §2 or more, each sSpouse 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:

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

tiy--UBase-year-structnrai-means-the-£following-—eiements
of-the-income-tax—steuctures

fay-—the-—tax——-braskets——estabitshed--in--15-38-183r-but
unadiusted-by-subsection-{2+¥-0f-15-36-1837-in-effect-on-JFune
38-of-the-taxabie-years;
thy~-ehe--exemptions---contained-——in---15-36-2x2;-~-bue
unadjusted--by--subsssrions——{F4-—and--{8y-——ef-35-38-1327-tn
effece-on-dune-36-of-che—taxabie-years
tc}--the--maximam---standard-—-deduetion——-provided-——in
15-368-122+-but-unadjusted-py-subsection—{23-0£f-15-36-1227-¢n
effect-on-June-3p-of-the—taxabie-years
t23--dgonsumer-~—price-~indexli--means--che-consumer-price
tndexr-Hntred-Stacea—ciby-averager—for-ati-items;-using-——the

1967 ~-base-——0f--106--as—-pubiished--by--the--burean-ef-tabor
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statisties-of-the-Hr8r-department-of-iabor:

+3¥(1) “Department" means the department of revenue.

t4)y——8Bividend?-—means—-any--distribution--made-~—-by---n
torperation---out——-of--—tts-—-earnings——er--prefite—-to--tes
sharehotders-—-er-—-membersy;--whether——-in—-eaan--ar——in-—other
properey-sr-in-atock—of-the-corperariony——othar—-than--stock
dividenda—-as-——herein--defined--——UStock-dividendsi-means—new
stoek——isaued;--for--surplus--or--profies--eapieatired;——~teo
sharehotders-in-proportion-te-thetr-previous—heidingar

t5%(2) "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.

t6¥(3) “Poreign country" or “foreign government" means
any jurisdiction other than the one embraced within the
United States, its territeries and possessions.

t7}--Gress-incomel-means-the-—taxpayeris--gross--income
for--federal-inceme-tax-purpeses-as-defined-in-section-6i-ef
the-Internai-Revenue-Code-0f-1954-or-as~-chat-section—-may——be
rabeied--or--amendedr--excinding--unemployment-—eompensatcion
ineinded——in——federat--gross—-income-onder-the-provisions-of
section-85-af-che-internat-Revenne-Code-of-1954-as-amendeds

t8)--2infiation-factari-means-a--number——determined--for
eaeh-——tarabie--year-by-dividing-the-conaumer-price-index—for

dune-af-the~-rarable-year-by-the——c¢onsumer--price--index—-for
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Juner-1986=

(4) “Individual" means a natural person, whether

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

an _income tax under the Internal Revenue Code.

t3+{5) "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
statel or of any municipal corporation or poelitical
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.
t104-4Knowinglys-ts-as-defined-in-45-2-1061+
tit}-dRet—ineomel-means-the-adjusted-gross-income—-of--a
taxpayer-iess-the-deductionn-altiewed-by-this-chapters
ti2y-4Paztdt;~-for-—the--purpeses—-of--the-deductions—-and
eredics-under—this-ehaptery-means-paid-or-accrued-ocr-patd-or
incurredy-and-the-terma-dpatd-—-or--inenrredi--and--Lpaid--or
aceruedi——shati-—-be--construed--accerding--to—-che-methad-of
acceunting-upon-the-basis-of-which--the--taxabie——income——is

computed-under—this-chapters

-8~ HB 996
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t13}-4Purposetyi-is-as-defined-in-45-2-161~

ti4}-YReceivediy——for——the--purpose--of--computation--of
tanabte—inceme-under—this-chaptery-means-received-or-accrued
and--the-—term--lreceived--ar—-acernedi-—anati--be-conmtrued
according-te-the-method-ef--acesunting--upon--the--basis--af
which-the-taxabie—-income-is-computed-under-this-chapters

{6} "Internal Revenye Code" means the Internal Revenue

Ccde 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.

£74(8) "Person" means an individual, a trust or estate,

or a partnership.

+35¥¢+8¥(3) "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.

+163-4Faxabie-incomel-means—the-ndiusced-gross-income—of
a—-eaxpayer——iess—the-deductions-and-exemptions-provided—£ar
tn~this-echapters

t:73£2¥(10) "Taxable yvear" means the taxpayer's taxable
year for federal income tax purposes.

€x8¥£20¥(11) "Taxpayer"

fiduciary, resident or nonresident, subject to a tax imposed

includes any person or

by this chapter and does not include corporations.”

NEW SECTION. Section B. State income tax as percentage
of federal. (1) A state income tax is imposed and must bhe
paid and collected for each taxable year upon:

{a) the federm* 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 federa} adjusted FEDERAL taxable income derived
from scurces within Montana of each nonresident and
fiduciary required to make a return and pay federal income
taxes under the Internal Revenue Ccde.

(2) "FPederat-ad{usted ADJUSTED FEDERAL taxable income"

means the taxpayer's taxable income, as determined for

-10- HB 996-
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federal income taxes under the provisions of the Internal
Revenue Code, with the following additional deductions:
fa) tncome--msarned-by-an-enroiied-member-of-a-federaiiy
recognized—Indtan-cribe-durtng-the-time-he-—both--tives——and
warks-on-a-resarvasions
tb¥——Montana-inceme-tax-refunda-or-ereditas
ter~—interest-—-income--from--ohiigations--of——the-Bnieced
Seates-gavernment—+o-the-extent—the—income--ta-—exempt-—frem
state-income-tax-under-federai-taws-and
td¥—-mititary-combat-pay-raceived-by-a-Montana-reatdenes

INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS OR

CONSTITUTION OF THE UNITED STATES MAY BE DEDUCTED.

£3¥{B) A shareholder of a corporation for .which the
election provided for under subchapter S. of the Internal
Revenue Code 1is 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 sharehclder'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 te¢ the extent the distributions would
be treated as taxable dividends if the subchapter S.

election were not in effect.
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t4y-~Nonresidents-taking-any-ocf-the-dednections-iisted-in
subseetion-{24-may-ciaim-oniy-that--persentage--of--itemized
deduetiens-and—the-personat-exemption-deduction-atiiowed-£from
federat---adjustead-—gross-—income-~that--the--percentage—-af
adjusted-gross-income-earned--from-—sourees-—within--Moneana
bears-te-the-taxpayeris-federat-adjusted-gross-incomes

t5)-~if--a-tanpayerts-federai-adjusted-taxabte-income-is
adjusted-for-state—-income—tax-purposes—to-inetude-any-of-the
addieionai-deductions-or-modifications--of-—nubsections——+2y
ehrough——{t4}--and--15-38-38F--and--15-38-127r-the-taxpayeris
federai-tneome-eaxn~tiabitity—--must--he—-recomputed--on—--this
addusted--£figure-—to-—-altiow--the-skate-inceme-tax-rate—to—be
appiied-againse-tt<

{3) (A) EXCEPT AS PROVIDED IN SUBSECTION (3)(B), A

NONRESIDENT'S TFEDERAL INCOME TAX LTABILITY FOR PURPQSES QF

DETERMINING HIS STATE INCOME TAX LIABILITY PURSUANT TO

[SECTION 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 1INCOME.

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

ZERO OR A LOS5, THEN HIS FEDERAL INCOME TAX LIABILITY FOR

PURPOSES OF DETERMINING HIS STATE INCOME TAX LIABILITY

PURSUANT TOQ [SECTION 7] IS THE FULL AMOUNT OF HIS FEDERAL

TAX LIABILITY.

=12~ . HB 99&
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NEW SECTION. Section 7. Rate of tax. The Tatd oL 3tate

income-~tax--in——-324-——of—-a--taxpayeris--federat——itncome-tax
Tiabitityr-exciuding-the-seif-employment—tax——imposed-—under
section-14617—Internai-Revenue-Eoder-adjusted—-as-provided-in

toaserion--6+5¥1+ (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 SHBALL RECOMPUTE HIS

FEDERAL INCOME TAX LIABILITY, LESS CREDITS, BEFORE APPLYING

THE 30% RATE.

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

AND 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. Noaresidents -- determination
of in-state income. A nonresident’'s income from sources
within Montana includes income derived £from all property
owned in this state znd from every business, trade.,
profession, or occupation carried on in this state,

INCLUDING GAIN AND INTEREST RECEIVED FROM THE INSTALLMENT

SALES OF PROPERTY. ft--does--not—-incltude---income-—Ffrom

annutttesr-—tnkterest-~on--bank-——-depssitasy—interast-on-notesy

bends;-or-other-interest-bearing-obkigationsy—-or——dividenda

~13- HB 996

B W N

w

o ~N

10
11
12
13
14
15
186
17
18
19
20
21
22
23

24

25

HB 0996/03

sn-stock-of-corporationsy-excepk-to-the-extene-to-whieh-this
income--is--a--park--of--the-income-derived-frem-a-businessy
tradery-professiony-or-oceupation-carried-on-in-—-this——atates
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 wunder rules

adopted by the department.

NEWw 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 RETURK 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 1IN

MONTANA DURING THE TAXABLE YEAR DOES NOT EXCEED $100,.000 MaY

ELECT TO PAY AN INCOME TAX OF 1/2 QF 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 1v, 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

-14- HB 996
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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 payvable as reported on
the taxpayer's federal income tax return or as recomputed as
required in [section 6t5% 71;

{b) the amount of tax due under ([section 7], less
credits, if any, claimed against the tax;

{c) A COMPLETE COPY OF THE FEDERAL TINDIVIDUAL INCOME

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

ANY AMENDED FEDERAL TINDIVIDUJAL 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, gquardian, or other perscn 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
== trefunds -—- interest. (1) A taxpayer required to file a
state jncome 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) A5 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 36 90 days
after receiving the return.

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

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

DEPARTMENT WITHIN 60 DAYS AFTER NQTICE 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

DPENALTY MAY NOT BE ASSESSED IF THE DEFICIENCY IS PAID WITHIN

60 DRYS AFTFR THE FIRST NOTICE OF THE AMOUNT DUE IS MATLED

TO THE TAXPAYER.

+3¥(4) Fxcept 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¥(5) 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 departmeant -—-
examination of records and persons. (1) If, in the opinion
of the department, any return of a taxpayer is in any

esseéntial respect incorrect, it may revise such return. The

-16- HB $96
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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, penalities, and interest due the state from
such taxpayer. Except in the cazse 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 3uch 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

retuyrn 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 o©btained, 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 reguire the attendance of the person-
rendering the retutn 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 ocaths

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

Tun."

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

*15-30-149. Credits and refunds - period of
limitations. (1) If the department discovers from thne

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 ar
cradited 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

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

department shall examine sai+d 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
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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 cverpayments 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
eatimate, the date of overpayment shall be deemed to bhe 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 cverpayment results f£rom the carryback of a net
operating loss; or

{¢) the amount of interest is less than S$l.

{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 family members. (1) There is a credit against the
tax imposed by this chapter Ffor qualified elderly care
expenses paid by an individual for the care of a qualifying
family member during the taxable year.

(2) A gualifying family memler is an individual who:

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

{(by {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 dincome of $15,000 or less for the
taxable year.

(3) For purposes of this section, "family income”
means, in the case of an individual whe 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) paymenta by the taxpayer for home health agency
services provided by an organization certified by the
federal health care financing administration, hcomemaker
services, adult day care, respite care, or health-care
equipment and supplies:

(i) provided to the gualifying 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 c¢redit allowable under
;his secticn 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 525,000, 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
secticon is:

{a) reduced by $1 for each dellar 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 multipie taxpayers whe 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 deducticon 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 seétion. 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 dcllar 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 #5-36-%83 [section 6] a
percentage of the c¢redit allowed with regpect 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
8f-3954r—or-an-seccion-~¢5¢+ar{24+{P4-—nay--be—-renumbered--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 0f-19547-as—amendedsy
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 af-i1354r-as—amendedy
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) IE property for which an investment credit is
claimed is used both ingide and cutside 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 1is the
number of days during the taxable year the taxpayer owned
the property. The investment credit may be applied only to
the tax 1liability 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 o£-19547-as-amended;-er—as-sectton--43
nay-be-renumbered-or-amended.”

Section 16. Section 15-30-241, MCA, is amended to read:

"15-30~-241. Declaration of estimated tax. (1) Every
Each individual except-farmersy;-tanchersy-or-stockmen shall,
at the time prescribed in subsection (3) ef--this-—sectton,

make a declaration of his estimated tax for the taxable year
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if nmis——net-income-from-sources-other-than-wages;-satariesy
bonusesay-—or-other—-emotuments—can-reascnabiy-be--expected--to
egual-or—exceed-his-net-income-£fromn-wagesr-sataries;-bonuses
or--other-emoluments;-which-are-subject-to-withhoiding 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 subsgsection (1) of
this section, the individual shall state:

{a) the amount which he estimates as the amount of tax
under ¥5-308-183 {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 prescribéd in
rules promulgated by the department.

{3} The declaration required under subsection (1) of
this-section shall be filed with the department on or bhefore
April 15 of the taxable vyear, except that if the
requirements of subsection (1) of-this-seseion are first

met:

{a) after April 1 and pefore 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 Qctober 1 of the taxable year, the
declaration shall be filed on or before February 15 of the
succeeding taxable year.

{4) Aan individual may make amendments of a declaration
filed during the taxable year under subsection {(3) of--this
sectten under rules prescribed by the department.

{5) If, on or before Pebruary 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 amocunt 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 sueh February 15, such 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, such the return shall for the
purposes of this section be considered as the amendment of
the declaration permitted by subsection (4) ef-this-section
to be filed on or before sueh 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) 1If the taxpayer 1is wunable 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 sueh the
taxpayer.

{8) Any individual who Eails to Eile 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 otherwisge
provided by law, it is unlawful for the department or any
deputy, assistant, agent, clerk, or other officer or
empioyee to divulge or make known in any manner the amount
of income or any particulars set forth or disclecsed in any
report or return reguired 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



(= T, B N T IS B

~d

10
11
12
13
14
15
16
17
18
i9
20
21
22
23
24

25

HB 0996/01

{2) The officers charged with the custody of such
reports and returns shall not be required to produce any of
them or eyidence 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
pehalf of any party to any action or proceedings under the
provisions of this chapter or sueh 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 nc more.

{3) MNothing herein shaii may 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 hig 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 whao shat* may 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 shaii must be preserved for 3
years and thereafter until the department crders them to be
destroyed.

(5) Any offense against subsections (1)} through {(4) ef
this-sectiton 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) HNotwithstanding 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 upen 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
auch 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 cfficer of this state charged with
the administration of this chapter.

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

tay-—te---the-—deparement--of-—justice——ail--information
necessary-to--identify--those—-—-persons-—qualifying——for——the
additionat-exemption-for-blindness—pnrsuant-to-15-30-112¢43y
for-—the——purpsse--of——enabting-the-deparcment-cf-justice-to
administer-the-provisions-of-63-5-105+

tb¥{a) 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;

te3({b) to the department of fish, wildlife, and parks
specific information that 1is available from income tax
returns and reguired under 87-2-102 tao establish the
residency requirements of an applicant for hunting and
fishing licenses; and

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

Section 18. sSection 15-310-323, MCA, is amended tc read:

"15-30~323. Penalty for deficiency. (1) If the payment
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required by :5-36-:42+¢63y [section 8 11) is aot 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 %% 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 thereem 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 toc 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

program that meets the requirements of section 8%(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 (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 secticn 21(e)(3) and
{4) of the Internal Hevenue Cocde.

{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
ingurred to an individual described in section 129{c)(l) or
{2) of the Internal Revenue Cade.

(4) An amount paid or incurred by an employer to
provide dependent care assistance to or on behalf of an
employee does not 4qualify 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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(%) If the credit allowed under subsection (1)} is
claimed, the amount of any deduction allowed or allowable
under this chapter for the amcunt 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 £iling 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
limitaticons 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. Ameunts-excinded-under——this
subsection--de-net-quatify-as-expenses—for-which-a—dedustion
ts-atloved-to-the-empiroyee-gnder—15-38-3231+

(7) Any tax credit otherwise allowable wunder 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

may be carried forward and used in the second succeeding tax
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year, and likéwise through the fifth year succeeding the tax
year in which the credit was first allowed or allowable. &
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
cn 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 gualify for the
credit. 1In all other respects, the effect of the tax credit
applies to the corporaticn as otherwise provided by law.

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

{a) @he the definitiona and special rules contained in
section 129{e} of the Internal Revenue Code apply to the
extent applicablec; and

(b) HBEmpleyes® "employer" means an employer carrying on
a business, trade, occupation, or profession in this state.

fci‘—'ineernai*ﬂevenue~€ade*«neanu~the»federai-—internai
Revenge—€ode-as-amended-and-in-effect-en-danuvary-t+—1989:"

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.
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{2) 1If 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 taxzable years and all
succeeding taxable years, the provisions of this part apply
to auch corporation; and

(b} with respect tc 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 vyears, the provisions of this part apply to such
ghareholder.

{(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 gress taxable income
as defined in %5-38-%1t [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 Erom
adiusted---groas-—-individeat--income--atiowed--in--computing
taxable-income—-under-Pitie-i5y-chapter--38y-—or-—-from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a taxpayee corporation may deduct
mis its expenditures for organic fertilizer produced irn
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-irdividuai
or a corporation from an investment in an SBIC organized 1in
accordance with this part ia exempt from taxation under the
provisions of Title 15, chapters-38 and chapter 31."

Section 23. section $3-6-111, MCA, is amended to read:

"53-6-111. Department charged with genezal
administration of medical agsistance —— 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

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 inveolving 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 15-38-142 [section 38 111 fer 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 6é."

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 cut 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 otﬁer 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 ne 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 bends
for which revenues from the same source oOr 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 socurce 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
intereat solely from revenues of the authority and shall
state on their face the applicable 1limitations 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

15-36-riit2¥tay faeetion-ﬁfi}fc}}.

{5} Por the security of any such bonds, the authority
or municipality may by resolution make and enter into any
covenant, aqreement, 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 Erom 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 alil
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 tc occcur 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 suEficient 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 1in anticipation of, a deficiency in the revenues
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appropriated for such bonds in such manner as the
municipalities may determine. The resclution 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 cf its approval has
been submitted to the gualified electors of the municipality
at a special election called for that purpose by the
governing body of the municipality and a majority of the
elactors 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. sSection 19-3-105, MCA, is amended to read:

"19-3-10%. 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 nots

+*¥ subject to execution, garnishment, attachment, or
any other processy

¢2¥--subiect-to-stater-countyr-or-municipai-taxes-except
for-a-vrefund-patd-under-15-3-363-of-a-memberia-eoneributions
picked-up-by-an-enployer-afeer-June-387-19857-as-provided-4n
19~3~F8tr-or

+t+3¥ or assignable except as in this chapter
specifically provided.,”

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

"19-4-706. Exemption from eaxation-and legal process.
The pensions, annuities, or any other benefits accrued or
aceruing to any person under the provisions of the
retirement system and the accumulated contributions and cash
and securities in the variocus funds of the retirement system
ares

t1y——enempred--£from—-any—-stater-countyy—or-municipai-tax
of-the-stabe-af-Moncana-ercept-for-a-vithdrawal--paid-—ander
19-4-663-~0f-~a--nenberis--coneributtons--picked--ap-—-by-—an
empioyer-afher-dune~-367-19857-as-previded-in-19-4-6025

+2% not subject to -execution, garnishment, attachment
by trustee process or otherwise, in law or equity, or any
other processsy and

+39 .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's annuity, state
annuity, or return of deductions or the right of any of
these shati-be is exempt from any state-or-munietpat-kax-and
from levy, sale, garnishment, attachment, or any other
process whatscever and shati-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. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annyity, or return of deductions or the right of any of
these is=s

t1}-+exempt-from-any-statey--countyr--er——-munieipai--tax
except——for--a-—refund--paiéd--under--19-6—-463-—of-a-memberts
contributions—piecked-up-by-an-empltoyer—after-dune—38,~--19857
as-provided-in-19-6-482+5

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

£3% is unassignable except as specifically provided in
19-6-706."

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

"19-7-705. Exemption from tares-and 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+

ti}-—exempt--from—-any--scater——countyy-or-muniecipai-eax
excape-far-a-refund-patd-under——39-3-304¢iy—of--a--member's
eontributions—-picked-up-by-an-employer-afeer-dune-30+-13857
as-provided-in-19-7-4837

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

$3} is unassignable except as specifically provided in
19-7-706." .

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

"19-8-805. Exemption from taxes-and legal process. Any
money received or to be paid as a wmember's annuity, state
annuity, or return of d&eductions or the right of any of
these is=t

t1y-—erempe-from-any-stacer--gountyy--er-—municipat--tax
execept——for--a--refund--paid--under-13-8-593-of -the-member's
eentribubians-picked-up-by-an-empieyer-after-June-387--1+9857
as-praovided-in-9-8-582+

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

+3¥ 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 taxationy legal processy and
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assessments. All contracts, benefits, and contributions
under the optional retirement program and the earnings
thereon are:

+i}--exempt—from-any-state;-county;-or-municipai-tax;

+24(1) not subject to execution, garnishment,
attachment, or other process:

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

+4¥{3) wunassignable except as specifically provided in
the contracts.”

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

"15-30-12%. Credit for energy-conserving investments.
(1) There ia 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."
MEW 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, 15-30-1137, 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. cCodification instruction -—-
instruction to code commissioner. (1) [Sections 6 through 8
11] are intended to be codified as an integral part of Title
15, chapter 30, part 1, and the provisions of Title 15,
chapter 33, part 1, apply to [sections 6 through $@ 11}.

{2} The code commissicner is instructed to make changes
throughout the Montana Ccde 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 APPROYVED, 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, THER {THIS ACT] IS VOID.

{B) IF SERATE BILL NO. 226 IS PASSED AND APPROVED, THEN

THE FOLLOWING SECTION IS TO BE CODIFIED IN TITLE 15, CEAPTER

30, PART 1, AND THE BRACKETED BLANKS MUST CONTAIN THE DOLLAR

AMOUNT OFPF THE EXEMPTION THAT APPEARS IN 15-30-111(2)(C)} AS

IT READS IN SERATE 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 {$§ ] OF QUALIFIED RETIREMENT

INCOME RECEIVED BY A TAXPAYER,

(2} THE AMOUNT OF THE CREDI!T AUTHORIZED BY THIS SECTION

IS 4.5% OF THE FIRST [$S ] OF QUALIFIED RETIREMENT

INCOME.

(3) INCOME QUALIFIES FOR THE CREDIT UNDER THIS SECTION

IF IT IS RECEIVED BY THE TAXPAYER FROM ANY OF THE POLLOWING:

(A) THE FEDERAL EMPLOYEES' RETIREMENT SYSTEM ACT OR ANY
OTHER FEDERAL RETIREMENT SYSTEM SUBJECT TQ FEDERAL INCOME

TAXATION;

{B) THE PUBLIC EMPLOYEE RETIREMENT LAWS OF MONTANA CR
ANOTHER STATE:;

(C) AN ANNUITY, PENSION, OR ENDOWMENT UNDER ANY PRIVATE
OR CORPORATE RETIREMENT PLAN OR SYSTEM."

NEW SECTION. Section 38. saving clause. [This acrt]
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 aseverable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or mere of its applications, the part
remains in effect in all valid applications that are

severable from the invalid applications.

NEW SECTION. Section 38. ~wetroaetive ~~~—applizabillty
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APPLICABILITY. [This act] applies retroactiveiryr-within——the
meaning~--of--1-2~309; to taxabhle years beginning after
December 31, %996 1991. '

NEW SECTION. Section 39. Effective date. [This act] is
effective on passage and approval.

-End-
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BOUSE BILL NO. 996
INTRODUCED BY REAM, VAN VALKENBURG, KIMBERLEY, ELLIOTT,

DRISCOLL, COHEN, BARNHART

A BILL POR AN ACT ENTITLED: "AKN 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
MONTANRA TAXABLE INCOME ; AMENDING SECTIONS 7-14-1133,
7-34-2416, 13-37-2i8, 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-i31, 15-31-202, 15-32-303,
15-33-106, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 13-7-705,
19-8-805, 19-21-212, 53-6-111, AND 67-11-303, MCA; REPEALING
SECTIONS 15-30-103, 15-30-105,

15-30~-104, 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,

15-30-1213, 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, ANP 19-13-1003, AND B0-12-211, MCA;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A--RE¥ROAETIVE

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 corperation crganized under Title
32, chapter 4, whose purpose is to advance the economic
development of its Jjurisdiction and of the state and its
citizens, an authority may borrow money for any of its
corporate purposes and issue bonds therefor, including
refunding bonds, in such form and upon such terms as it
determines, payable out of any revenues of the authority,
including revenues derived from:

{a) any port or transportation and storage facility:

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

(c) grants or contributions from the federal
government; or

{d) other sources.

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

-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
yesr.

{3) The bonds may be sold at public or private sale and
may bear interest as provided in 17-5-102. Except as
ctherwise 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 Ffor an essential public and
governmental purpose by a political subdivision within——the

meaning-of 15-38-1ii{2yta) {section-6t2ytert.

(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 1limit the wuse of port acthority revenues,
including federal and state money as deacribed 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 bondas. 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 35-36-3131+{23tad [section-6{2}+eii.”

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

*13-37-218. Limitations on receipta from political
committees. (1) A candidate for the state senate may receive
no more than $1,000 in total combined monetary contributions
from all palitical 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 facter as defined in 5-30-103%¢8%
subsection (2) for the year in which general elections are
held after 1984; the resulting figure shall be rounded ocff
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 vear 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 Jjoint returny-—as--provided-in-15-36-1427 of a
husband and wife having an income tax overpayment as defined
in 15~-30-149 of 52 or more, each spcuse 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 51 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:

tiy--Base-~year-structurel-means-the—-fotiowing-eiements
cf-the-income-tax-structurer
tat——the-tax--brackets--estabtished-——-in--35-30-183y-~bue
unadiuseed-by-subacetion—+2y—0f-15-38-1837-in—effece-on-dune
30-of-the-taxabie-years
thi--the---exemptions---contained---in---15-36-112r-—but
unadiusted-by-subsections-—-{7}--and--{8}--2f--15-30-23127y——4n
effect-on-dune~36-of-che-taxabie-vears
tey-—the-——maxiMut---standard-——deduction——-provided--in
35-38-1227-but-unadjuated-by-subsection-{2}-0f-35-30-1227-4in
effect-an-June-36-af-che~-taxabte—-years

{t2¥--YEonsumer-price-index’-—-—meana--+he-—-consumer-—price

tndexr--United-States-city-average;-fsr-atl-items;-using-the

3963 -base—of--1688--as--published--hy--tha--burean--sf--iabar
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statistiecn-of-the-UrSv-deparement-of-tabor:

t3¥(1) "Department" means the department of revenue.

t4r——'Bividend’——-means—--any--distribation-—-made--by-—-a
eorperation-—out--of-—tts--earnings--or---prefits---to-—-its
sharehoiders——or--members;~-whether--in--cash--or-—-in——othes
property-—or-—-in——-steeck-of-the-corparationy-other-than-seock
dividends-as-herein-defined--—%Secck--dividendsi-—-means--new
steck-—-issuedy--for--surpius—-or--profitas--eapitatizedr--to
shareholdera-in-proportien—to—thetr-previous-hoidingas

€5¥({2) “"FPiduciary” 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.

t6¥{3) "Foreign country" or "foreign government" means
any jurisdiction other tham the one embraced within the
United States, its territories and possessions.

tF#}--UGroas——-incomei—-means-—-the-taxpayeris-gross—income
for-federai-income-tax-purposes-as-defined-in-seection-6x--of
the——internai-Revenue-Code-of-1954-or-as-thar-seceien—-may-be
inbeied--or--amended;—-exciuding——unemployment--eempensation
ineteded-in-£federat-gross—-income—-under--the--provisions—-of
section-85-of-the-internat—-Revenve-gode-ecf-1954-as-amended-

t8y--Infimtion—-Ffactori--means--a-number~decermined-for
each-taxabie-year-by-dividing-the-econsumer-price--index——for

June-—-of--the-—taxabie--year-by-the-econsumer-price-index-for
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Juner-1966<+

(4) "Individual® means a natural Derson, whether

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

an income tax under the Internal Revenue Code.

£9¥(5) "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 cthery fived or dJdeterminable annual or
periodical gains, profits, and income with respect to which
any person or fiduciary is taxable under this chapter.
+18y-YKnoewingiyi-is-as—defined-in-45-2-161<
+31y-UNet—-incomel--meaans-the-adjusted-gresns-itncome-of-a
taxpayer-iess-the-deductions-ailowed-by-this-chapters
t12y-“Paid2;~for-ehe--purposes--of--the--deductions--and
eredics—under-this-chaptery—means-paid-er-acecrued-or-paid-or
énenreedy-——and-—the-—terms-—-Lpatd--or-itncurredi-and-tpaid-or
aceruedi-shaii-be--conatrued-—according—-to——the--method--of
accounting——upon-—the--baai:-—af-which—the—taxabie—inéeme—éa

computed-under-this-chapters
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t13y-tPurposetyl-ta-as-defined-in-45-2-1617

ti44-ARecetvedty——for--the-—purpose--af--computation——of
taxable-income-under—this-chaptery-means-received-or-acerued
and-the--term-—Sreceived--or--accrueds--shati--be--conatrued
according--to--the--methad--ef-—accounting-upon-the-basrs-of
which—the—taxabie-incoene-ta-computed-under-this—chapters

{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 Stateg 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.

+7?¥(8) “Person" means an individual, a trust or estate,

or a partnership.

t15¥¢63+{9}) "Resident" applies only to natural persons
and includes, for the purpose of determining 1liability 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
elsevhere.

t16y-2Paxabie~rncomel-means—the-adjusted-gross-income-of
a-easnpayer-tess-the-deduceiens-and-exenprians-—-provided——£for
in-this-chapters

t373¢93(10} "Taxable year” means the taxpayer's taxable
year for federal income tax purposes.

+8¥¢306¥(11) "Taxpayer"

fiduciary, resident or nonresident, subject t¢o a tax imposed

includes any person or

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 federa: 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 federest adjusted FEDERAL taxable income derived
from sources within Montana of each nonresident and
fiduciary required to make a return ané pay federal income
taxes under the Internal Revenue Code,

(2} "FPederat--adiusted ADJUSTED PEDERAL taxable income"

means the taxpayer's taxable income, as determined for

-10- HB 996



w

[*- - I S )

10
11
i2
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0996/03

federal income taxes under the provisions of the Internal
Revenue Code, with the following additionai--deductions

ADDITIONS AND DEDUCTIONS:

{a) income-ecarned-by-an-enroiied-member-of-a--faderaty
recognired--indtan--eribe--during-the-time-ha-both-tives-and
worka-on-a-reservatiens

thi--Mentana-income-tax-refunds-or-creditss

fe}--interpnb-incomp--from--abligationa--of--the--tnited
States--government--to--the-extent-the-income~is-exempt—-£from
state-income-tax-under-federat-tawr-and

tédy—mititary-combae-pay-received-by-a-Montana-resident:

THE FOLLOWING INCOME MUST BE DEDUCTED:

(I) INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS

OR CONSTITUTION OF THE UNITED STATES MAY-BE-BEBEEPEB:;

{(II) ALL PAYMENTS UNDER VETERANS BONUOS LAWS; AND

{III} THE SALARY RECEIVED FROM THE ARMED FORCES BY

RESIDENTS OF MONTANA WHO ARE SERVING ON ACTIVE DUTY IN TEHE

REGULAR ARMED FORCES AND WHO ENTERED INTO ACTIVE DUTY FROM
MONTANA.

+3+{B) A shareholder of a corporation for which the
election provided for under subchapter S. of the Internal
Revenue Code is in effect but Ffor 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 §. 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 FOLLOWING TINCOME MUST BE ADDED: INTEREST

RECEIVED ON OBLIGATIONS OF ANOTHER STATE, TERRITORY., COUNTY,

MUNICIPALITY, DISTRICT, OR OTHER POLITICAL SUBDIVISION

THEREQF.

+43--Nenresidents—taking-any-of-the-deductions-tisted-in
subsection-t2y-may-cinim-onty-that--perecentage--nf--itemized
deduetiona-and-the-personal-exemptian-deduction-atiowed-£from
federal---adiusked--grosa——-income--that--the--percentage—-of
adjusted-groas-inceme-amprned--from--sources--within—-Montana
bears-to-the-taxpayerts-federat-adjusted-gross—incames

€53--¥f--a-taxpayeria—federat-adjusted-tazable-income-is
adjusbed-Far-state-income-tax-purposes-to-incinde-any-of-the
additionai-deductions-or-modifications-—-of——subsections——+¢24%
ehrough--{44--and--15-30-307——and—-15-36-2237-the—taxpayeris
federal-income—tax-liabilicy--must--be--recomputed--on--this
adjusted--figure--te--attow--the-scate—income-tax—rate—to-be
epptied-agatnst-ie~

{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 TAX LIABILITY PURSUANT TO

[SECTION 7] IS THE TARXPAYER'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

ZERC OR A [LOSS, THEN HIS FEDERAL INCOME TAX LIABILITY FOR

PURPOSES OF DETERMINING HIS STATE INCOME TAX LIABILITY

PURSUANT TO [SECTION 7] IS TEE FULL AMOUNT OF HIS FEDERAL

TAX LIABILITY.

NEW SECTION. Section 7. Rate of tax. THZ-Tarz oI BTate
incope—tax-—ra-~324——of--a-—taxpayeris--federai—-income——tax
tiabitityr-—execiuding——the-seif-employment-tax-imposed-under
seection-i4617-internalt-Revenue-Eeder-adjusced-as-provided-in

taeeeion-64543+ (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

AND PENALTY ON EARLY DISTRIBUTIONS FROM IRDIVIDUAL

RETIREMENT ACCOUNTS OR _QUALIFIED RETIREMENT PLANS. A
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TAXPAYER'S FEDERAL INCOME TAX LIABILITY DOES NOT INCLOUDE

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 and from every business, trade,
profession, or occupation carried on in this state,

INCLUDING GAIN AND INTEREST RECEIVED FROM TEE INSTALLMENT

SALES OF PROPERTY. ft-—does--not--inciude—-income-—-from

annuittess-interest-on-bank--depoasita;-——interest-—-sn--notesy
bondsy—-apr-~ather-interese-bearing-obiigations;-or-dividends
en-steck—of—earporaticnsy-exeept~ea-the—extent;te-which—this
income-is-a-part-ef-the--itncome--derived--from——a--businessy
tradey~--professiony—-or-cccupation-carried-on-in-this-states
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 scurces within this state must
be determined by apportionment and allocation under rules

adopted by the department.

NEWw secTioNn. SECTION 9. NONRESIDENT ALTERNATIVE GROSS

RECEIPTS TAX. PURSUANT TQ 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
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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 TNCOME 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 TQO 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

RETURN, or fiduciary mentioned in [section 6{(1)] shall file

a return, USING TEE 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 &¢5% 7]:

(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. Payment of state income tax
-= refunds -- interest. (1) A taxpayer reguired 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 SOCN AS PRACTICABLE AFTER THE CURRENT YEAR'S TAX

RETURN IS FILED, TEE 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 exceas to the taxpayer within 36 30 days
after receiving the return.

£33—-IP-PHE-AMOUNT-OF-PAX-DUE-IS-GREATER-FTHAN-FTHE-AMOUN®

PAiDy--FHE--DIFPERENCE--MUSE--BE-PAID-BY-FHE-PAKPA¥YER-F©-FHE

BEPARIMERT-WEITHIN-60-DA¥S-APFER-NOPIEE-EF-PHE-AMOUNE-6F --FHB

PAK--BHE- - F-PAYMENP-IS-MADR-APPER-60-PA¥Sy-¥NPERESFE-MUSE-BA

APDED~AP-PHE-RAFE-OF-3%-PER-¥EAR-ON-PHE~--ABBIPIONAE--PAK-——A

PENALPY-MA¥-NOE-BE-ASSBSSED-iP-PHE-DEPICIENGY-IS-PAIPD-WITHEIN

60-~BA¥S~--AFPPER-FHE-FPIRSP-NOFICE-OP-PHE-AMOUNE-BHE-15-MAEHEP

FO-THR-PAKPAY¥ER
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{(3) 1IF THE AMOUNT OF TAX DUE IS GREATER THAN THE AMOUNT

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

DEPARTMENT WITHIN 60 DAYS AFTER NOTICE OFf THE AMOUNT OF THE

TAX A5 COMPUTED, WITH INTEREST ADDED AT THE RATE OF 9% PER

YEAR CR FRACTION THEREOF ON THE ADDITIONAL, TAX. IN SUCH

CASE, THERE MAY BE NO PENALTY BECAUSE OF THE UNDERPAYMENT,

FROVIDED THE DEFICIENCY IS PAID WITHIN 60 DAYS AFTER THE

FIRST NOTICE OF THE AMOUNT IS MAILED TO THE TAXPAYER.

€33(4) 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.

t43(5) If a joint return is made by husband and wife,

the liability with respect to the tax i3 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

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 tc make an

estimate of the taxable income of such taxpayer from any
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estimate of the taxable income of such taxpayer £rom 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 perscon who, with
intent to evade the tax, purposely or knowingly files a
false or fraudulent return vicolating the provisions of this
chapter, the amount of tax due under any return shall be
determined by the department within S 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 fer 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 te evade the tax, purposely or knowingly files a
false or fraudulent return violating the provisions of this
chapter, the amount of tax duye 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

~-18- HB 996
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correctness of any return or for the purpose of making an
egtimate of taxable income of any perzon where information
has been obhtained, may alsc 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 regquired to be included in the
return and may regquire 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 jits information, with power to administer ocaths

to such person or perscns. 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
limitationas, {1) If the department discovers from the
examination of a return or upon claim duly filed by a
taxpayer or upcn 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 Erom
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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 ofF
the period provided by 15-30-145 and by 15-30-146 during
which the department may determine tax 1liability, 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 §
years from the due date of the return for the year to which
the net operating loss is carried back.

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

delinguent return, or a claim for refund 1is filed, the

department shall examine satd the return or claim and either
approve or disapprove it. 1If said the return or claim is
approvad, the credit or refund shall be made to the taxpayer
within 60 days after the claim is approved; 1f 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 tco his estimated tax for the
succeeding taxable year, nor shall interest accrue during
any period the processing of a return ot 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.
Ro 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 15-30-128, MCA, is amended to read:

"15-30-128. 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 $15,000 or less for the
taxable year.

{3) For purposes of this section, "family income"
means, in the case of an individuyal whe 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
serwices 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 taxpaver 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 gqualified 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; oOr

{ii) 30% of gualified elderly care expenses, less 1% for
each $2,000 or fraction therecf by which the federal
adjusted gross income of the taxpayer for the taxable year
exceeds $25,000.

(6) The dollar amount Of credit allowable wunder this

secticn is:

(a) reduced by $1 For each dcllar 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) 1limited to $5,000 per qualifying family member in a
taxable vyear 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
propottion 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 chabter 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
ar 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 dellar amcunt of credit under
subsection (6) are 1limited 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 ecredit against the tax imposed by ¥5-38-183 {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
ef-—i9547—-or—~as--sectien——i6+a++21fEf—may—be-renumbered—er
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 proparty defined by
section 38 of the Internal Revenue Code of-19547-as-amendedr
if the property meets all of the following qualifications:

{a) it was placed in service in Moatana; and

{b) it was used for the production of Montana adjusted
gross income.

{2) The amount of the credit aliowed for the taxable
year is 5% of the amount of credit determined under section
46({a)(2) of the Internal Revenue Code of-19547--as——amendedsy
or ag 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 1is
claimed is used both inside and outside this state, only a

perticn of the credit is allowed. 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 are partners oY
shareholders.

(5) The investment credit alliowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code o0£-19547-as-amendedy-or-as—section—+47
may-be-renumbered-or-amended. ”

Section 16. Ssection 15-30-241, MCA, is amended to read:

"15-30-241. Declaration of estimated tax. (1) BEBwvery
Each individual except-farmersr-rancheray-or—stéeimen shall,
at the time prescribed in subsectian (3) af-this-section,
make a declaration of his estimated tax for the taxable year
if his-net-income-from—sourees-sther-chan--vagesy-—sakrariesy
bonuses;-——or--sther-emoluments-can-reassnably-be-expected-to
equat-or-exceed-hia-neb-inceme-from-wagesy-sataries;-bonuses
or-sther-emotuments;-which-ara-snhjasp-ea-withhotding he is

required teo file a declaration of his estimated tax under
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the provisions of the Internal Revenue Code.

(2) 1In 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 #5~38-183 [section 7] for the taxable year;

{b} the amount which he estimates will be withheld from
wages paid by his emplcoyer if said individual is an
employee;

(c) the excess of the amount estimated under subsecticn
(2){a} over the amount estimated under subsecticn (2)(Db),
which excess for purpcses of this section shall be
considered the estimated tax for the taxable year:;

(éd) such other information as may be prescribed in
rules promulgated by the department,

(3) The declaration required under subsection (1) of
this-section shall be filed with the department on or before
April 15 of the taxable year, except that if the
requirements of subsection (1) sf-——this-—seckion are first
met :

{a) after April 1 and before October 1 of the taxable
year, the declaration shall be filed on or before October 15
of the taxable year; .

{h}) after October 1 of the taxablg year ., the
declaration shall be filed on or before February 15 of the

succeeding taxabhle year.
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(4) An individual may make amendments of a declaration
Eiled during the taxable year under subsection (3) of-this
sectton under rules presacribed by the department.

{5y 1If, on or before February 15 of the succeeding
taxable vyear, the taxpayer f£iles 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
befere sueh February 15, sueh 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 previcusly made or in
the last amendments therecf, sueh the return shall for the
purposes of this section be considered as the amendment of
the declaration permitted by subsection (4) of-this--seetion
to be filed on or before sueh 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
monthsa.

(7) If the taxpayer is wunable to make his own
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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 sueh 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 1law, 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 treturn required under this chapter or any other
information secured in the administration of this chapter.
It is alsco 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
repcrts 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 actien 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 suen the other act when the
reports or facts shown thereby are directly invelved 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 satd the reports or of the facts shown thereby as
are pertinent to the action or proceedings and no more.

(3} RNothing herein shai} may be construed to prohibit:

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

{b] the publication of statistics 50 classified as ta
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 shai} may 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 aha*? must be preserved for 3
years and thereafter until the department orders them to be

destroyed.

{5} Any offense against subsections (1) through {4} of
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this--seetten 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
of fender 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
sach the officer or his authorized representative an
abstract of the return of income cof any individual or supply
him with information concerning any item of income ceontained
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
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this section, the department shall furnish:

fay--te--the--deparement——-of--justice--ati———information
necessary--to-—~identify--those--perscns--quatifying--for—the
additiconat-exemption-£for-biindness-pursuant-te-15-38-112¢437
for-the-purpose-of-enabling-the——deparement-—eof-—-Justice--to
adminiseer-che-provisions-of-61-5-3:05+

tb¥{a} 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;

¢e¥{b) to the department of fish, wildlife, and parks
specific information that is available from income tax
returns and required under 87-2-102 tao establish the
residency requirements of an applicant for hunting and
fishing licenses; and

+4¥{c) to the board of regents information required
under 20-26-1311."

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

"15-30-323. Penalty for deficiency. (1) If the payment
required by 5-38-142+6+ [section 16 1l1] is not made within
60 days or if the understatement is due to negligence on the
part of the taxpaver 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.

~32- HB 996



(4]

[¥- I < B |

10~

11
12
13
14
15
16
17
1B
19
20
21
22
23
24

25

B 0996/03

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 thereon at the rate
of 9% per annum from the time when the return was originally
required to be f£iled 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 prhe 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 1is furnished by a
registered or licensed day-care provider and pursuant to a
program that meets the requirements of section 89(k) and
129{d){2) through (6} of the Internal 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 21l(e){3) and
(4) cof 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 incurrced 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)(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.,

(5) If the credit allowed under subsection (1) 1is
claimed, the amount of any deduction allowed or allowable
under this chapter for the amount that qualifies for the-
credit (or wupon 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
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 3¢, part 2,
with respect to an employee to whom dependent care
assistance is provided, “"wages'" does not include any anmount
excluded under this subsection. Ameunts-exeiuded-under-this
subsecktion-do-not-gquatify-as-expenses—for-which-a--deduceton
is-atlowed-to—the—empioyee—under-+5-36-32%1~+

{7) Any tax creﬁit 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
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 £ifth
succeeding tax vear. .

(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'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):z

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

(b} Y“Empioyert! “"employer" means an employer carrying on
a business, trade, occupation, cor profession in this state.

fci--4Enternai-~Aevenue-Codel-means-the-federat—-internal
Revenune-€sde-as-anended-and-in-effect-on-January-7-989c"

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 corperation for which such electicn is in effect end,
the provisions of this part apply to such sharehclder, 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 subsectien (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 greas taxable income
as defined in ¥5-38-1%% [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
adiusted--gross—-individueai--income--aiiowed--in---computing
taxabie--—income-—under--FPitlte--i5;-chapter-387-or-£rem gross

corporate income allowed in computing net income under Title
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15, chapter 31, part 1, a taxpayer corporation may deduct
kis its expenditures for organic fertilizer produced in
Montana and used in Montana if the expenditure waa not
otherwise deducted in computing taxable income."”

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

"15-33-106. cCapital gains -- dividends exempted. Any
capital gains or dividend income realized by an—-individuai
e# a corpeoration from an investment in an SBIC organized in
accordance with this part is exempt from taxation under the
provisions of Title 15, chapter=s-38& 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
to administer and supervise a vendor payment program of
medical assistance under the powers, duties, and Efunctions
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
fraudulent, 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 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 $5-36-342 ([section %8 11] 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 tc read:

*§7-11-303. Bonds and cbligations. (1) An authority may

borrow money for any of its cofporate 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:

fa) an airport or air navigation facility or
facilities;

{b) taxes levied pursuant to £§7-11-301 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, WiEﬁEPt 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 ocutstanding 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 scld 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 within-——the-—meaning——-of

35-38-111¢23tay fsectien-6{23tcy.

{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 reguired 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) Subiject 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 Ffor 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 appertion 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 guestion of its approval has
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been submitted to the gualified 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 guestion 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 wvoting 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
prr=suant to this section, but such municipality or authority
may nevertheless issue Dbonds under this chapter payable
solely from the sources referred to in subsection (1)
above."

Section 28. sSection 15-3-105, MCA, is amended to read:

“19-3-105. Ezemption Ffrom taxes-and legal process. The
right of a person to a retirement allowance or any other
benefit under this chapter and the moneys in the fund
created under this chapter is nots

¢+4 subject to execution, garnishment, .attachment, or
any other processs

f21—v:uhject—to—staee7-conuty7—orngnicipai—taxe:—exeepe
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for-a-refund-paid-under-19-3-383~ef-a-memberis-conteiburions
picked-up-by-an-employer-after-June-387;~-1985y-as-provided-in
19-3-36%s-or

t33 or assignable except as in this chapter
specifically provided."

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

"19-4-706. Exemption from ¢taxatien-and legal procesa.
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
aret

tiy-——exempted-from-any-steter—countyr-or——municipal--tax
ef-—the——state-of-Montana-execepk-for-a-withdravai-paid—under
19-4-683--0f--a--memberis-——-contributiens--picked-—-up—-by--an
enpioyer-after-dune-3p;-1985;-as-provided-in-19-4-662+

£2¥ not subject to execution, garnishment, attachment
by trustee process or otherwise, in law or equity, or any
octher process+ and

$3} unassignable except as specifically provided in
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’'s annuity, state

annuity, or return of deducticns or the right of any of
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these shait-be is exempt from any state-or-municipai-tax-and
£rom levy, sale, garnishment, attachment, or any other
process whatsoever and shali-ke is unassignable except as
specifically provided in 19-5-705."

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

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

tiy-——exempt--frem—-—any--statay-—countyy-or-muntcipali-tan
axcept-£for-a——refund--patd--onder--193-6-493--of--a--memberts
contribntions--picked-up-by-an-empieyar-after-June-367-19857
as-provided-in-319-6—402+

24 exempt from levy, sale, garnishment, attachment, or
any other process+ and

+3% is unassignable except as specifically provided in
19-6-706."

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

"19-7-705. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is+

ti}-—exempt-from-any-statery-—countyr;--or——municipat--tax
except——for——a--refund--paid-under-13-3-364+1y-af-a-membaris

conttibutiona-picked-up-by-an—empioyer-after-June-387;--19685+
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as-provided-in-19-7-4837

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

t3¥ is unassignable except as specifically provided in
19-7-706."

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

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

ti}——exempt--from-—any-—state;-—countyr—or-muntcipai-tax
except-for-a-refund-paid--under--19—-8-583--of-—-the——member'ls
contriburisons——-pieked-up-by-an-empioyer-after-fune—387-1985¢
as-provided-in-19-8-5827

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

t3¥ is unassignable except as specifically provided in
19-8-806."

Section 31. section 13-21-212, MCA, is amended to read:

*19-21-212. Exesmption from taxatieny; legal processy and
assessments. All contracts, benefits, and contributions
under the optional retirement program and the earnings
thereon are:

tiy--exempt-from-any-stater;-conntyr-or-muntcipat-cany

t23(1) not subiect to

execution, garnishment,
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attachment, or other process:

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

t43(3) unassignable except as specifically provided 1in
the contracts.”

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

*15-30-125. Czedit for energy-conserving investments.
(1) There is a credit against tax liability wunder this
chapter as provided in 15-32-103.

{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."
NEW SECTION. Section 33. Repealer. Sections 15-30-103,
15-30-110,

15~30-105, 15-30-106, 15-30-108, 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 B0-12-211, MCA, are repealed.

NEW SECTION. Section 34. codification instruction -—-=
instruction to code commissioner. (1)} [Sections 6 through 6
11] are intended to be codified as an integral part of Title
15, chapter 30, part 1, and the provisions of Title 15,

chapter 30, part 1, apply to [sections 6 through ¢ 11l.
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{2) The code commigsioner 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 PBILL NO. 333 IS PASSED AND APPROVED, THEN THE

LANGUAGE IN [SECTION 6(3) OF THIS ACT] IS VOID.

{2) 1IF SENATE BILL KO. 445 IS PASSED AND APPROVED, THEN

THE APPEAL PROVISIONS CONTAINED IN THAT BILL GOVERN THE

APPEAL PROVISIONS SET FORTH 1IN [THIS ACT] AND THE 38-DA¥

60-DAY PROVISION IN [SECTION 38 11 OF THIS ACT] MUST BE
CHANGED TO 66 30 DAYS.

(3) [(A) 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 TRE EXEMPTION THAT APPEARS IN 15-3D-111i(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

CHAPTER FOR THE FIRST |[$ ] OF QUALIFIED RETIREMENT

INCOME RECEIVED BY A TAXPAYER.

{2) THE AMOUNT QF THE CREDIT AUTHORIZED BY THIS SECTION

IS 4.5% OF THE FIRST |[$§ ] OF QUALIFIED RETIREMENT

INCOME,

-49- HB 996



W

o O ® N o D B

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0996/03

(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;

{B) THE PUBLIC EMPLOYEE RETIREMENT TLAWS OF MONTANA OR

ANOTHER STATE:

(C) AN ANNUITY, PENSION, OR ENDOWMENT UNDER ANY PRIVATE

O 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
fthe 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 1invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applicaticns that are
severable from the invalid applications,

NEW SECTION. Section 38. wmevrvarvive -~ aFpplitavility
APPLICABILITY. [This act] applies retroactively;-within--the
meaainé—-—ef——i—i-i997 to taxable years beginning after
December 31, 199% 1991.

REW SECTION. Section 38. Effective date. {This act] is

effective on passage and approval.
-End-
-49~ HB 996



SENATE STANDING COMMITTEE REPORT
Page 1 of 1
April 1%, 1991
MR. PRESIDENT:
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: "CHAPTER"” on line 21
Strike: remainder of line 21 through "TAXPAYER™ an line 22

2. Page 48, line 23.

Following: "{2}"

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].
(b) 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 45, lines 3 through 9.

Following: "(A}" on line 3

Strike: remainder of line 3 through "SYSTEM" on line 9

Insert: "systematic payments of a definitely determinable amount
from a gqualified 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
gqualified pension plan that are paid to the recipient or to
the recipient’s bheneficiary upon the c¢essation 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 4@1 through 498 of the Internal Revenue Code, to the
extent that the distributions are not considered to be premature
distributions for federal income tax purposes; or

{e) amounts after cessation ¢of regular empleyment
received from fully matured, privately purchas annuity
contracts”

Signed:

. Mike
L YAS-Yac IR gzz:{' Sec. of Sen.
i

gan, Chalrman

SENATE
HB 79



SENATE STANDING COMMITTEE REPORT
Page 1 of 1
April 15, 1991
MR. PRESIDENT:
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: "CHAPTER" on line 21
Strike: remainder of line 21 through "TAXPAYER”™ on line 22

2. Page 48, line 23.

Following: "{2)"

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].
{b) The amount of the credit for taxpayers filing jointly
is 4.5% of the first [$§ ] of gqualified retirement income earned

by each person.”

4. Page 49, lines 3 through 9.

Following: "(A)" on line 3

Strike: remainder of line 3 through "SYSTEM" on line 9

Insert: "systematic payments o0of a definitely determinable amount
from a qualified pension plan, as that term is used in
section 401 of the Internal Revenue Code, or systematic
pavments received as the result of contributions made to a
qualified pension plan that are paid to the recipient or to
the recipient’'s bheneficiary 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;

(¢} 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 498 of the Internal Revenue Code, to the
extent that the distributions are not considered to be premature
distributions for federal income tax purposes; or

(e} amounts after cessation of regular emplcyment
received from fully matured, privately purchased annuity
¢contracts”

Signed:

/?4 UG-y ac 2R gzzé’ Sec. of Sen.

Chalrman

gan,

SENATE
Y AL
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SENATE COMMITTEE OF THE WHOLE AMENDMENT

April 16, 1991 10:19 am
Mr. Chalrman: I move to amend House Bill No. 996 (third reading
copy, second printing, includes Ream amendment -- blue) as
follows: )
1. 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 34@ (K) of the Internal
Revenue Code, as received by persocons for services rendered
by them to patrons of premises licensed to provide food,
beverage, or lodging.”

REJECT Signed: e ———

' 7 [senator—Fowe

LAY lﬁki'/%;;‘iﬁ/

pd. Coord.

S Y-1 b

Sec. of Senate

SENATE
Hb 19
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HOUSE BILL NO. 996
INTRODUCED BY REAM, VAN VALKENBURG, XIMBERLEY, 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 FEDERAIL 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, 1%-7-705,
19-8-805, 19-21-212, 53-6-111, AND §7-11-303, 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, 15-3¢-116, 15-30-117, 15-3¢9-121, 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;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A--REPROASPIVE
AN APPLICABILITY DATE."

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

“7-14~-1133. Bonds and obligations. (1) Except for

‘{E}Eﬁyﬂlqﬂunwlﬂmmﬂ

“w

[-)

v o8 N0

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0996/04

providing financial support to a private development
organization, including a corporation organized under Title
32, chapter 4, whose purpose is to advance the economic
development of its Jurisdiction and of the state and its
citizens, an authority may borrow money for any of its
corporate purposes and issue bonds therefor, including
refunding bonds, in such form and upon such terms as it
determines, payable out of any revenues of the authority,
including revenues derived from:

{a} any port or transportation and storage facility;

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

{c) grants or contributions from the federal
government; or

(d) other sources.

{2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no bonds may be issued at any time if
the total amount of principal and interest to become due in
any year on such bonds and on any then ocutstanding 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 a1l action necessary and
possible to impose, maintain, and collect rates, charges,

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

-3e 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, oL
municipality pursuant toc the provisions of this part are
declared to be igssued for an essential public and
governmental purpose by a political subdivision within-—the

meaning-of 15-38-11it2yta) [sectiom-G{2yteyd.

{5) PFor 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
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maintenance of the facilities.

(6) Nothing in this section or 7-14-1134 may be
construed to 1limit the use of port authority revenues,
including federal and state money as described in 7-14-1136,
to make grants and lcans 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 tco 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 ¥5-36-:3ii{245ta) {section-6{2}tcyi.”

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

“13-37-218. Limitations on receipts from political
committees. (1) A candidate for the state senate may receive
nc more than $1,000 in total combined monetary contributiong
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

—a- HB 996
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contributions from all political committees contributing to
his campaign. The foregoing limitations shall be multiplied
by the inflation factor a=s defined in 15-36-108%¢6%
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
dees neot 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 198D0."

Section 4. Ssection 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 returny—-as--provided-in-i5-30-142; 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.

{2} 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:

t1y-—-SAase—-year-struckturel-means-the-fotiowing-etements
of-ehe-inceme-tax—structure:

ta)y-—-ehe-tax-——brackets——eatpabiished--in--15-36-1837--but
unadsusted-by-subsectian-{2}-of-15-38-1837-in-effect-on-June
39-of-the-taxabie-year;
tby--the---exemptions—-—-esntained-——in-—-15-36-1127--but
unadjusted-by-subsections—-{7}--and——{8)—ef-—-15-38-125-—%n
effect-on-June-30-of-the-taxabie-year;
tey--the--—maximum-~-standard--~-deduction--—provided-—in
15-36-1227-but-unadinsted-by-subsection-{2)y-of-35-36-1227-in
effect-on-dune-3b6-of -the-taxablie-years
t25--Y€onsumer-price-tndexi-—-means--the--consumer--price
tndexs--Hnited-Startes-city-average;-for-ati—-ttems;-using—the

1967 -base-of--388--as-—pubiished--by--the--burean--of--tabeor

~6= HB 996
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statisties—-of-the-U-8r--department~sf-tabor-

t3>(}) ‘“Department” means the department of revenue.

t43——2Bividend?-——means--—-any--distribution--made-—by--a
corporation--sut-~cf--tts--earnings—-er---profita---ro---ies
shareholders--or--membersy——whether--in-—-cash--or—-:n--other
property--—or-—in--stoeck-of-the-corporatrons-other-chan-stock
dividends-as-herein-defined-—-USeeck--dividendsi-—meana——new
steek—-—iasuedy--Eer——aurpins——ar~-proEibs——capitniiﬁedv-—ta
sharehoiders-in-proportion-to—their-previous-hotdinga~

£53{2) “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.

t63{3} "Foreign country" or "foreign government” means
any jurisdiction other than the one embraced within the
United States, its territories and possessions.

£7}--"Gross--income”--means——the-taxpayeris—gross-income
for-federal-income-tax-purposes-as-defined-in-section-6x—-of
the--internai-Revenue—Eode-of-1954-ar-as-that-section-may-be
tabeted--or--amended;——exciuding~—-unampioyment--compensation
incivded-in-federat-gross-income——unnder--the--provisions——of
section—85-0f-the-internat-Revenne-Code-cf-1954-as-amended=-

t83--2infiatian-——-Factori——means--a-number—-determined-for
each-taxable-year-by-dividing-the-censumer-price——index--for

June--of--the~-taxabie-~year-by—the-consumer-price-index-£for

-7- HB 996
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dJuney-1986-

{4) “"Individual® means a naktural person, whether

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

an income tax under the Internal Revenue Code.

t93(5) "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 contrel, 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.
t10y-LKnowingiyt-is-as-defined-in-45-2-101~
tEi)-UNee--inesmel--means-the-adiusted-greas—income-of-a
taxpayer-less-rhe-deduetions-aliowed-by-this-chapters
+12)-*Paitd*;-for-the—-purposes——of--the--deductiona-—and
eredits-under—this-chaptery-means—-patd-or-acerued-er-paid-or
ineurredy--and--the--terms--8paid--or-incureredt-and-"paid-or
accruedi-shati-be--censtrued--according--to--che-—method--of
Accounting--upan--the--basis-—-sf-whieh-the-taxabite-tneome-is

computed-under-this—chapters

-8 HB 996
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t133-"Purpeseiyr-ia-as-defined-in-45-2-16%<

ti4}-4Receivedty——-for-—the--purpese--cf-—computation--of
taxabie-income-under-this-chapter;—means-received-or-acerued
and-the——term—-eeceived--or-—-accrued?—-shati--be--conscrued
according——to--the-—-method--ef--gecounting-upan-the-basis-of
whieh-the-taxable-income-is—computed-under-this-chapters

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

Code of 1954, redesignated as the “Intetnal Revenue Code of

L986" by section 2 of Public Law 39-514, as that code may be

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

isg the gpecific 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) "MONTAMA 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

QF THE UNITED STATES.

£¥}({B) “Person” means an individual, a trust or estate,

or a partnership.

+353¢8%¥(9) "Resident" applies only tc natural perscns
and includes, for the purpose of determining 1liability to
the tax imposed by this chapter with reference tc the income

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

-g— HB 996
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Montana and any other person whe maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

t16y-4Paxabie-incomeli-neans-the-adjuaked-grass-income-of
a-taxpayer—tess-the-deductions-and-exemptions——provided--for
in-ehis-chapters

€2734¢93(10) "Taxable year" means the taxpayer's taxable
year for federal income tax purposes.

+283£383(11) "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 8. 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 federa® adjusted FEDERAL taxable income derived
from scurces 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 federait 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) "Pederat--adiuated ADJUSTED FEDERAL taxable income"

means the taxpayer's taxable income, as determined Ffor

-10-—~ HB 996
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federal income taxes under the provisions of the Internal
Revenue Code, with the following additiconat—-deductions

ADDITIONS AND DEDUCTIONS:

{a) inecome-earned-by-an-enrotied-member-of-a-—-federaiiy
recognized—-Indian——tribe-—during-the-cime-he-both-itves—and
works-en—a-reservations

tby--Montana-income-tax-refunds-or-creditss

tey-—-tnterest-income--from—-obtigatiens--sf--the--Bnited
States--government——to-—the-extent-the-income-is-exempt-£rom
state-income-tax-under-federai-taw;-and

td4——-miittary-combat-pay-received-by-a-Montana-residents

THE FOLLOWING INCOME MUST SE DEDUCTED:

(I) INCOME EXEMPTED FROM STATE TAXATION UNDER THE LAWS

OR CONSTITUTION OF THE UNITED STATES MA¥-BE-BEBHETED: ;

§II} ALL PAYMENTS UNDER VETERANS BONUS LAWS; ANB

{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 ;

{IV) UNEMPLOYMENT COMPENSATION INCLUDED IN FEDERAL

GROSS INRCOME UNDER THE PROVISIONS OF SECTION 85 OF THE

INTERNAL REVENUE CODE;

(V) ALL TIPS COVERED BY SECTION 3402(K) OF THE INTERNAL

REVENUE CODE, AS RECEIVED BY PERSONS FOR SERVICES RENDERED

BY THEM TO PATRONS OF PREMISES LICENSED TO PROVIDE FOOD,
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BEVERAGES, OR LODGING.

t3¥{B} A shareholder of a corpoaration 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 inciuded 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. FOLLOWING INCOME MUST BE ADDED: INTEREST

RECEIVED ON OBLIGATIONS OF ANOTHER STATE, TERRITORY, COUNTY,

MUNICIPALITY, DISTRICT, OR OTHER POLITICAL SUBDIVISION

TEBEREOQOF .
t4y--Nonresidents-taking-any-of-the-deductions-tisted-in
subsestion-{t2}-may-ciaim-onty-that--percentage--of--itemized
deductions-and-the-personai-exemption-deduction-atiowed-£from
federai---adjusted--gross——income--that—--the--percentage--of
adjusted-greas-income-carned--from—-sources--within--Moncana
bears-to-che-paxpayeris-federat-adiusted-gross-incomes

t5}-——-ff-—a-tanpayeris-federat-adiusted-taxabie-income-is

-12- HEB 996
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adjusted-for-state—itncome-tax-purposes—-to-incinde-any-of-the
additional-deducktions—ar-meodifications-——-of-—subseeccions—--{2%
through--t43——and--15-36-187--and--15-30-1277;-the-taxpayer's
federal-income-tax-iiability-—-must—-be--resomputed--on--this
adjusted--figure——to--atiow--the-state-income—-tax-rate-to-be
appiied-againse-it~s

{(3) (A} EXCEPT AS PROVIDED IN SUBSECTION (3){B}, A

NONRESIDENT'S FEDERAL INCOME TAY LIABILITY FOR PURPOSES OF

DETERMINING HIS STATE INCOME TAX LIABILITY PURSUANT TO

[ SECTICON 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 GROQSS INCOME IS

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

PURPOSES OF DETERMINING HIS STATE INCOME TAX LIABILITY

PURSUANT TO [SECTICN 7] IS THE FULL AMOUNT OF HIS FEDERAL

TAX LIABILITY.

NEW SECTION, Section 7. Rate of taz.~ TRE-TATE~O3T BraTe
tncome——tax——is—-32%--o0f-—a-—taxpayaris--faderal-—-income—tax
Tiabitityr-excinding-the-seif-emplteyment-tax——-imposed--under
section-140817-internat-Revenne-Loder-adiusted-as-provided-in

fseceion--6¢533+ (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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(2} IF A TAXPAYER HAS ADJUSTED HIS FEDERAL TAXABLE

INCOME AS PROVIDED IN [SECTION 6{2)]}, HF SHALL RECOMPUTE HIS

FEDERAL INCOME TAX LIABILITY, LESS CREDITS, BEFORE APPLYING

THE 30% RATE.

{31} A TAXPAYER'S FEDERAL TAX LIABILITY INCLUDES THE TAX

AND 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 B. Nonresideats —— 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, or occupation carried on in this state,

INCLUDING GAIN AND INTEREST RECEIVED FROM THE INSTALLMENT

SALES OF PROPERTY. 3I#--dees--nst——inciunde--—income———from

annuitiesr--interest--en—-bank--deposits;-interest-on-notesy
bonds;-—or-other-interest-bearing-ebtigacions;——or——dividends
on-stock-of-corporationsy-except-to-the-extent-to-which-this
income-—is--a--part--of-—the-income-derived-from—a-businesss
trader-profession;-or-cccupation-earried-on-in--this--statex
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 scurces within this state must

be determined by apportiomment and allocation wunder rules

~l4- HB 996
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adopted by the department.

NEW SECTION. SECTION 9. WONRESIDENT ALTERNATIVE GROSS

RECEIPTS TAX. PURSUANT T™Q THE PROVISIONS OF ARTICLE III1,

SECTION 2, OF THE MULTISTATE TAX COMPACT, EVERY NONRESIDENT

TAXPAYER REQUIRED TO FILE A RETURN AND WHOSE ONLY ACTIVITY

IN MONTANA CONSISTS OF MAKING SALES AND WHO DOES NOT OWN OR

RENT REAL ESTATE OR TANGIBLE PERSONAL PROPERTY WITHIN

MONTANA AND WHOSE ANNUAL GROSS VOLUME OF SALES MADE IN

MONTANA DURING THE TAXABLE YEAR DOES NOT EXCEED $100,000 MAY

ELECT TO PAY AN INCOME TAX OF 1/2 OF 1% OF THE DOLLAR VOLUME

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

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

THE GROSS VOLUME QF SALES MADE IN MONTANA DURING THE TAXABLE

YEAR SHALL BE DETERMINED ACCCRDING 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 COQUPLE FILING A JOINT FEDERAL

RETURN, or fiduciary mentioned in [section 6(l)] shall £ile

a return, USING THE SAME FILING STATUS USED TC FILE THE

TAXPAYER'S FEDERAL RETURN, with the department showing:

(a} the amount of tax due and payable as reported on
the taxpaver's federal income tax return or as recomputed as
required in [section 6t5% 71}:

{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 TINDIVIDUAL TNCOME

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.

{2) AS SOON AS PRACTICABLE AFTER THE CURRENT YEAR'S TAX

RETURN IS FILED, THE DEPARTMENT SEALL 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.

£33 --IF-PHE-AMOUNT-OP -PAX - DUE-IS5-GREAPER-FHAN-THE-AMEHN?
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PAIDy-THE-DIPPERENCH-MEST?-BE-PAIB-B¥--PHE--FANPA¥ER--26—-FHE

BEPARFMENP--WIPHIN-60-DA¥S-APPER-NOPIEE-0P-PHE-AMEBHUN?-6P-FHE

PA¥-DEE--FP-PAYMENT-¥S-MABR-APPER-G8-DAYS7 - INFEREST-MUSFT--BE

ADBED--AF?--FHE--RATE-O6F-9%-FPER-XEAR-ON-FHE-ABDIFPIONAL-PAK<~A

PENARPY -MAY¥-NOF-BE-ASSESSED-iP-PHE-DEPICIENEY -I1S-PAIB-WEIPHEN

60-BAXS-APTER-PHE-FEIRGF-NGFIEE-BP -PHE-AMOENY-BOE--$¥5--MAEEED

FO-PHE-PAXPAYER~<

{3) IF THE AMOUNT OF TAX DUE 1S5 GREATER THAN THE AMOUNT

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

DEPARTMENT WITHIN 60 DAYS AFTER NOTICE OF THE AMOUNT QF 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 THE AMOUNT IS MAILED TO THE TAXPAYER.

£3¥(4) 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.

t4¥(5) 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 recturn by department --
examination of records and persons. [1) If, in the opinion

of the department, any rteturn of a taxpayer is in any
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essential respect incorrect, it may revise such return. The

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 Erom
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 vyears after the

return was made regardless of whether the federal statute of

limitations has run, In the case of a person who, wWith

intent to evade the tax, purposely or knowingly files a
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false or fraudulent return violating the provisions cof this
chapter, the amount of tax due may be determined at any time
after the return is filed and the tax may be coliected 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, Eor the purpose cof 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 regquire 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

tegardless of whether the federal statute of limitations has

can,"”

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 taxpavyer.

(2) (a) A credit or refund under the provisions of this
section may be allowed only if, pricor to the expiration of
the period provided by 15-310-145 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 & months after an amended return, a

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

department shall examine satéd the return or claim and either

approve or disapprove it. If sa3d the return or claim is
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approved, the credit or refund shall be made to the taxpaver

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 intereat is less than Sl.

{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 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) 1is 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) Por 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 c¢are financing administration, homemaker
services, adult dJday 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 ctherwise;

{b) subject to the 1limitations 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:

{1) 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 iss

(a} reduced by $1 for each dellar of the federal
adjusted gross income over $50,000 for a taxpayer whose
federal adjusted gross income exceeds $50,000;

(b) 1limited 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 whe each
contribute to qualified elderly care expenses of the same
gualified 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) 1In 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 1limited 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 5-36-183 [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 cor amended. However, rehabilitation costs as set
forth under section 46(a)}(2)(F) of the Internal Revenue Code
of-1954y-ar-as-section--46tayt21{f+-—nay——-be—-renumbered--or
amendedry 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 ef-1954;-as—amendedy
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 ¢£-1954;-as-amendedy
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'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 cutside 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 1is the
number of days during the taxable year the taxpayer owned
the property. The investment credit may be applied only to
the tax 1liability of the taxpayer who purchases and places
in service the property for which an investment credit is
claimed. The <c¢redit may not be allocated between spouses
unless the property is used by a partnership or small
business corporation of which Lthey 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 of-19547-as—amended;-or-as-section——-43

may-be-renombered-or-amended.
Section 16. sSection 15-30-241, MCA, is amended to read:
"15-30-241. Declaraticn of estimated tax. (1) Every
Each individual except-farmers:-ranchersy-or-stockmen shall,

at the time prescribed in subsection (3} ef-—this—-section,
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make a declaration of his estimated tax for the taxable year
if his--neb-incame-from-smounrces-other-than-wagesy-salaries;
benusea;-or-other-emoluments-can-reascnabiy-be--expected--to
egqual-or-exceed-his-—net-income-from-wageay-satariesy—bonuses
or--other-emoitumentsy-whieh-are-asubject—to-withhetding he is

reguired to file a declaration of his estimated tax under

the provisions of the Internal Revenue Code.

(2) 1In the declaration required under subsecticn (1) of
this gection, the individual shall state:

fa) the amount which he estimates as the amcunt of tax
under 15-39-183 {section 7] for the taxable year;

(b} the amount which he estimates will be withheld from
wages paid by his employer if said indiwvidual 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
congidered 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) eof
this-section shall be filed with the department on or before
April 15 of the taxable vyear, except that if the
requirements of subsection (1) of-this-section are first

mec:
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(a) after April 1 and before October 1 of the taxable
;ear, the declaration shall be filed on or before October 15
of the taxable year;

{b) atter 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) af-—-khis
seckion under rules prescribed by the department.

{5) I1f, 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 trequired to be filed on or
before suweh February 15, such 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 therecf, auch the return shall for the
purposes of this section be considered as the amendment of
the declaration permitted by subsecticon (4) ef-this-seetion

to be filed on or before such February 15.
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{6} The department shall promulgate rules governing
réasonable 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) 1If 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 charqged
with the care of the person or property of saech 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. sSection 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 hy 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 sueh 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 satd the reports or of the facts shown thereby as
are pertinent to the action or proceedings and no more.

(3) Nothing herein shai} may 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 shail may 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
provigsions of 15-30-311 and 15-30-322.

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

{5) Any offense against subsections (1) through {4) of
thits-sectien 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 heolding any
public office in this state for a period of 1 vyear
thereaftrer.

(6) Notwithstanding the provisions of this section, the
department may permit the commissioner of internal revenue
of the United States or the proper officer of any state
imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may furnish to
such 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) PFurther, notwithstanding any of the provisions ot
this section, the department shall furnish:

fa}—-te--—the——deparhment——oE--justice“-aii—-infermation
neeessary—to—-ideneiﬁy——these~—persons——qualifying--fer——the
addibiana}—exempeion-for*bkindness-pursuant-te-is—aﬂ-iiEfiff
Eer--the--purpe:e——oé-—en&biing—the—depﬂrtment-oﬁ—jusbice—to
administer—the-provisions-of-61-5-105;

tb¥(a)} to the department of sccial 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;

te¥(b) 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 bunting and
fishing licenses; and

tdy¥lc) 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. Penalky for deficiency. (1) If the payment
required by #5-38-142¢6% [section 18 11] 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 additicnal 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 echereon 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. sSection 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 regquirements 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 (i} 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 2Ll{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 pajid 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 gqualify 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
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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 gualifies 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 toc 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. Amsunts-exciuded-under--this
snbasction--de-net-quatify-as-expenses-£fer-which-a-deduction
ts-atieowed-te-the-empioyee-under-15-36-121~

{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
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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 FEifth
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 corperation’s costs that qualify for the
eredit. 1In 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 Cade apply to the
extent applicables; and

{b} “Empteyer: “employer” means an employer carrying on
a business, trade, occupation, or profession in this state.

fc)—-linternai—Revenue—EQde“—means—the-iedefui—-internai
Revenue+eede-as-nmended—and—in—effect—oa-éanuary-ir—iSBST"

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
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the taxes imposed by this chapter.

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

(a) with respect toe the taxable years of the
corporation for which such election 1is in effect, such
corporation is not subject to the taxes imposed by this
chapter and, with respect to such taxable vyears and all
succeeding taxable years, the provisions of this part apply
to such corporation; and

{b) with respect toc 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 qresas taxable income
as defined in 15-38-%3%% [section 61.

{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
organic fertilizer. In addition to all other deductions from
adjuated---gross-——individuat——income—-aitiowed--in--computing
taxabie-income-under-¥itle-15;-chapter--387--or——from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a taxpayer corporation may deduct
his 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-individua:
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-38 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
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
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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 o©f payments Lto a provider pending
resolution c©f 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 #5-368-%42 [section 9 11} for tax

deficiencies from the date of such payment.
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{5%) 1In 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 §7-11-303, 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 teo 67-11-301 or other law for
airport purposes:

(c) grants or contributions Erom the federal
government; or

{(d) other asoutrces.

(2) The bonds may be issued by resclution 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 oOr 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 socurce in
such year at least equal to the amcunt 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 provisicns of this chapter are declared to
be issued for an essential public and governmental purpase
by a political subdivision within---the-—-meaning-—--of

15-38-33t2y¢ay faection-6ft2ytctri.

{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
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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
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 lewvy taxes for the payment
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of, or in anticipation of, a deficiency in the revenues
appropriated for such bonds in such manner as the
municipalities may determine. The resclution shall state the
principal amount and purpose of the bends and the substance
of the covenant respecting deficiencies. No such resolution
becomes effective until the question of its approval has
been submitted to the gualified electors of the municipality
at a special election called For that purpose by the
governing body o©of the municipality and a majerity of the
electors voting on the question have voted in favor therecf.
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
resclution, the municipality has no authority tc make the
covenant or to levy a tax for the payment of deficiencies
pursuant to this section, but such municipality or authority
may nevertheless issue bonds under this chapter payable
solely from the scurces referred to in subsection (1)

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

"19-3-105. Exemption Erom taxes-and legal process. The
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right of a person to a retirement allowance or any other
penefit under this chapter and the moneys in the fund
created under this chapter is nots

+1} subject to execution, garnishment, attachment, or
any other processs

t2¥--subdect-to-seater;-counktyy-or-municipai-tarxes-sxcept
far-a-refund-paid-under-19-3-703-of-a-memberia-contributions
picked-up-by-an-empitoyer-after-dune-387-1585y-as-provided-in
13-3-F8i7-or

+3¥ or assignable except as in this chapter
specifically provided.”

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

*19-4-706. Exemption from taxatien-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
ares

tiy--exampted--fram-—any-state;-countyr-or-municipai-cax
ef-the-state-of-Moneana-except-for-a-withdraval--paid--under
19-4-683--of——a-—memberia--contributiens——picked--up--by--an
enpioyer-aEter-éune-asr—iB&Sv-as-prevkded-in—19—4-6627

+2+ not subject to execution, garnishment, attachment
by trustee process or otherwise, in law or equity, or any

other processs+ and
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t3y unassignable except as specifically provided in

this chapter.”

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

"19-5-704. Exemption from ¢axes-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 shati-be is exempt from any state-er-municipai-tax-and
£rom levy, sale, garnishment, attachment, or any other
process whatsoever and shaii-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. Exemption from taxes-and legal proceas. 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+

t3}-——exempt-from—any-stater--county;--or-—-municipal--tax
excepe--for--a-—refund--paid--under—-19-6-463--af-a-memberis
eontributiensa-picked-up-by-an-enpicyer-after-June-30+--1985y
as-provided-in-319-6-482+

t2} exempt from levy, sale, garnishment, attachment, or
any other process+ and

¢3) is unassignable except as specifically provided in
19-6~706."

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

®19-7-705. Exemption 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 ig+

ti}--erxempt——Erom——any-—seacery——county;-or-municipat—tax
except~for-a—refund-patd-under——15-7-304¢2y-—of--a--member's
cankributions—-picked-up—by-an-employer-after—dune-30+-19857
as-provided-in-19-7-483:

t2y exempt from levy, sale, garnishment, attachment, or
any other process; and

+3¥ is unassignable except as specifically provided in
19-7-706."

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

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

tiy-—exempt-from-any-statey;--county;--or--municipai--tax
except--for--a--refund--paid--under-15-8-583-of-the-memberis
contributions-picked-up-by-an-empleyer-after-dune-367--196857
as-provided-in-19-8-5827

t2y exempt from levy, sale, garnishment, attachment, or
any other process+ and

t3¥ is wunassignable except as specifically provided in
19-8-806."

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

-46- HP 996



oW

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

HB 0996/04

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

fl+-—exenpt—£rum—nny—atater—countyr-ar*municépai—taxr

¢24(1) not subject to execution, garnishment,
attachment, or ather process;

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

t43¥{3} unassignable except as specifically provided in
the contracts."

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

*15-30-125. Credit for energy—conserving invegtments.
(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 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,

1$-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, 15-30-134, 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 --
ingstruction to code commissioner. (1) [Sections 6 through %6
11] are intended to be codified as an integral part of Title
15, chapter 30, part 1, and the provisions of Title 15,
chapter 30, part 1, apply to [sections 6 through %8 1l11.

(2) The code commissioner is instructed to make changes
throughout the Mcontana Code Annotated to reflect the change

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

NEW SECTION. SECTION 35. COORDIKATION INSTRUCTIOR. (1)

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

LANGUAGE IN {SECTION 6{3} OF THIS ACT) 1S VOQID.

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

THE APPEAL PROVISIONS CONTAINED 1IN THAT BILL GOVERN THE

APPEAL PROVISIONS SET FORTH IN {THIS ACT] AND THE 96-BA¥

60-DAY PROVISION 1IN {SECTION 16 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.

(B) IF SERATE BILL NO. 226 IS PASSED AND APPROVED, THEN

THE POLLOWING 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 15-30-111(2){(C) AS

IT READS IN SENATE BILL NO, 226:

"CREDIT FOR QUALIFIED RETIREMENT INCOME. (1) THERE IS A

-48~ HB 936



F- T

U B W oW

10
11
12
13
14
15
16
17
18
19
20
21

22

23

24

25

HB 0996/04

RETIREMENT INCOME CREDIT AGAINST THE TAX IMPOSED BY THIS

CHAPTER POR--PHE--PIRSP--t§-----}--OP~-QUALIPIBB--REFEREMBNY

INEOMB-RECHIVEB-BY¥ -A-FAKPAYER.

{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

s ] OF QUALIFIED RETIREMENT INCOME. THE AMOUNT OF THE

CREDIT MAY NOT EXCEED {4.5% OF THE AMOUNT OF THE EXEMPTION

PROVIDED FOR IN SENATE BILL NO, 226].

(B) THE AMOUNT OF THE CREDIT FOR TAXPAYERS FILING

JOINTLY IS 4.5% OF THE FIRST [§ ] OF QUALIFIED RETIREMENT

INCOME EARNED BY EACH PERSON.

{3) INCOME QUALIFIES FOR THE CREDIT INDER THIS SECTION

IF IT IS RECEIVED BY THE TAXPAYER FROM ANY OF THE FOLLOWING:

{A) FHE-FPEDERAL-EMPLEY¥ERS:-REPIREMEN?-S¥STEM-AET-OR-AN¥

6FHER--FPEBERAL—-REPIREMENT-—S¥SPEM-SUBJBEP-F0-FEBERAL-INEGME

PARATICNT

tB4——PHE-PUBL{E-EMPEOYER-RRYIREMENY -LAWS -OF ——MONTANA——CR

ANGPHER-SPATRS

1€} - —AN-ANNGET¥7-PENS#ON7-OR-ENBOWMENT -HNDER-AN¥-PREIVATE

OR-—€CORPORAPE-REPIREMENT?-PLAN-QR-S¥SPEM; 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
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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 1IN THE UNIFDRMED SERVICES OF THE

UNITED STATES;

{C) LUMP-SUM DISTRIBUTIONS FRCOM 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

UNMDER SECTIONS 401 THROUGH 408 OF THE INTERNAL REVENUE CQDE,

TO_THE EXTENT THAT THE DISTRIBUTIONS ARE NOT CONSIDERED TO

BE PREMATURE DISTRIBUTIONS FOR FEDERAL INCOME TAX PURPOSES;:

oR

{(E} 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 acti is invalid, all valid parts that are severable
from the invalid part remain in effect. IE a part of [this

act} is invalid in one or more of its applications, the part
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remains in effect in all valid applications that are

severable from the invalid applications.

NEW SECTION. Section 38. ~wervrvavtive ———— appliTabnility
APPLICABILITY. |[This act] applies retroactiveiyr-within-the

meaning-——of--3-2-168%97; to taxable years beginning after
December 31, 996 19%91.
NEW SECTION. Section 39. EBffective date. [This act] is

effective on passage and approval.

-End-
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State of Montana
Witice of the Gouernor
Helenn, Montana 39620
qUB-J4d4d4-3111

STAN STEPHENS
GOVERNOR

April 19, 1991

The Honorable Hal Harper
Speaker of the House
House of Representatives
Capitol Station

Helena, Montana 59620

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,
15-3¢6-106, 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; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND 4
RETPROACTIVE 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. 1It'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 1is true for anyone who gets tips as part of their work,
receives military pay or is a native American.

Mentanans 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 how - no new taxes.

Sincerely,

L2~

STAN STEPHENS
Governor





