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STAtE OF MONTANA 
REQUEST NO. 34-77 

FISCAL NOTE 

Form RD-15 ....J 

In compliance with a written request recaived January 10 , 19 ]]__. there is hereby submitted a Fiscal Note 

for House Joint Resolution 4 pursuant to Chapter 53, Laws of Montana, 1965. Thirty·N!nth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION 

A resolution which urges the Department of Revenue to apply rule 42-2.8(1) - S8660 of the Montana Administrative Code in a more uniform 
manner. (Pertaining to income splitting on individual income tax.) 

ASSUMPTIONS 

1. All returns for married persons having business or farm income will split income on a 50-50 basis with spouse. 
2. The resolution is implemented by the Department of Revenue beginning with the treatment of returns for calendar year 1977. 
3. The percentage reduction in liability (5.76%) associated with an examination of returns for calendar year 1975 under assumption (1) 

will also apply to calendar years 1977, 1978, and 1979. 
4. The Department of Revenue forecast of individual income tax revenues ($123.732 million for FY 78 and $140.093 million for FY 79) 

is assumed to be the basis for computation. 
5. No additional auditors or investigations personnel would be hired to attempt to achieve equity in the administration of the income tax. 

FISCAL IMPACT 

Estimated Individual Income Tax 
Collections under current law 

Estimated Individual Income Tax 
Collections under proposed law 

ESTIMATED DECREASE 

TOTAL EFFECT ON REVENUE 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE 

No impact on local jurisdictions, according to present law. 

LONG-RANGE EFFECTS 

FV 78 

$123,732,000 

$116,790,000 

$ 6,942,000 

FV 79 

$140,093,000 

$132,023,000 

$ 8,070,000 

Individual income tax revenues would decrease by 5.76% from what they would be without the proposed implementation. 

TECHNICAL NOTES 

The Department of Revenue already allows an allocation of income between spouses according to the following criteria: 

1. legal interest in the property from which the income is derived, 
2. an estimate of reasonable compensation for services rendered,_ based on prevailing wage rates for the type of services performed. 

Existing audit procedures would be frustrated to the extent that the Department would have to allow virtually any income allocation claimed 
by the taxpayer. 

~£.;7: ..... 
BUDGET DIRECTOR ~0 
Office of Budget and Program Planning 

Date: / •·t y- 17 ...,, 
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Approved by Committee 
on Taxation 

HOUSE JO!NT RESJLJTION NO. ~ 

INTRUOUCEO SY tiRAOLEY 

A JOINT RESOLUTION Of THE SENATE AND THE H.JUSE Of 

REPRESENTATIVES UF THt STATE OF MONTANA UR~!NG THE 

DEPARTMENT OF REVtNUE TO APPLY RULE 4Z-Z.8(1}-S6660 OF THE 

MONTANA ADMINISTRATIIIE (.JOE IN A FAIR AND !MPAI<T!Al MANNtR. 

~HEREASt many married Montanans nave found that fil in~ 

a JOint r-eturn for tne~r federal income taxes un.cter sectjon 

6013 of the Internal Revenue Code has been advantageous for 

them during the past several years; and 

wHEREAS. many married Montanans have also found that, 

due to the structure of ~ontana •ncome taxation, tiling 

separate returns for their state income taxes. is 

advantageous for themt dnJ 

wHEREAS• the Oepartment of Revenue has r-esp;JnOe:l to 

this situation Dy aaopting and suosequently amending rule 

42-Z.a(L}-$~660 (formerly 42-Zo6(2)-Sb0730) which purports 

20 to allow a proproetor of a Dusiness and the proprietor's 

21 spouse to allocate their income bet~een tnem tor actual 

zz ser~ices renoered; and 

23 oiHERE:ASt this rule nas been admintstered in an 

24 arb•trary and uneven manner as •n some cases when the wjfe 

25 of the taxpayer is Deing allowed only the uare m•nimum wage 

SECOND R E A D I N G 

rlJR 0004/02 

for far., laDor. 

2 

3 NOWt THEREFORE, 8E IT RESOLVED BY THE SENATE AND TrlE HOUS~ 

4 OF REPRESENTATIVES DF THE STATE OF MONTANA: 

5 ti-t That the Department of Revenue is urged to apply 

b rule 42-2.8(1)-SSbbO in d fair 3nd impartial manner and 

7 allow proprietorship inco~e to be allocated to one or the 

a other spouse ~n proportion to actual services rende~ed at a 

9 rate ~hich equals a fair and co~petitive •age for the type 

10 of service actually rendQred. 

1l t~t--~~ae-ru~e-~~-~T6ttt-&e&&e-ee--so--+~terp~teo--o~d 

12 eppl+e4--eftae~-~fteener-er-nee-tne-eus+~ess-+s-1o+ftt~-o-fted~ 

13 tfte--wo~e--of--ser•+ees--eontr+butea--&y--eeen--sp~use---oe 

14 eons+dered--eque~--for-o++oeot+oft-pdrposes-wneneyer-ser•+ees 

15 e~uol-+n-a+nd-end-que~t+ty-ere-+n-foet-eontr+eutee~--end--+ft 

lb tMe-ewent-one-spottse-mekes-o-greeter-or-les~er-eontr~bat+onT 

l7 tnet-tn+s-elso-ee-eons+dered-for-ot+oeet+oft-purpo~esT 

-End-

-;_- rlJR ~ 
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HOUSE JOINT RESOLUTION NOo ~ 

INTRODUCED BY aRAOLEY 

A JOINT RESOLUTION Of THE SENATE AND THE HOUSE OF 

REPRES.E NT A liVES Of THE STATE OF MONTANA URGING THE 

DEPARTMENT OF REVENUE TO APPLY RULE 4l-Zo8(l)-S86&0 Of THE 

MONTANA ADMINISTRATIVE (JOE IN A FAIR AND IMPARTIAL MANNER. 

•KEREAS, .any carrled Montanans nave found that filing 

a joint return for their federal ;n,oce taxes under section 

&013 of the Internal Revenue Code has been advantageous for 

the• during the past several years; and 

WHEREAS, .aDy earried Montanans have also found that. 

due to the stru,ture of Montana in,~e taxation, filing 

separate returns for their state in,ome taxes is 

advantageous for them; and 

WHEREAS, the Department of Revenue has responded to 

this situation by adopting and subsequently amending rule 

19 42-2o6(1)-SB&b0 (formerly 42-2ob(2)-Sb0730) whi'h purports 

20 to allow a proprietor of a business and the proprietor's 

21 spouse to allocate their in,oee between them for actual 

22 services rendered; and 

23 WHEREAS, this rule has been administered in an 

2~ arbitrary and uneven manner as in some cases when the wife 

25 of the taxpayer is being allowed only the bare ~inimum wage 

T H I R D R E A D I N G 
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HJR 0004/02 

for far• labor. 

NOWt THEREFOREt SE IT RESOLVED SY THE SENATE AND THE HOUSE 

OF REPRESENTATIVES OF THE STATE OF MONTANA: 

t-tt That the Oepartaent of Revenue is urged to apply 

rule ~Z-2o3(1 )-S8&b0 in a fa or and i111part i a·l •anner ana 

allow proprietorship incoMe to be allocated to one or the 

other spouse in proportion to actual servi,es rendered at a 

rate which equals a fair and coapetitive .wage for the type 

of service actually rendered. 

trt--~het-ra~e-~c-~:&t~t-58&68-be--se--•"terpre~ed--end 

eae-lied -~-~ftet'-e..--t~b.,.+,.._s-+s-j~--d• . .. 
~fte--wa~-o~•~ser~e;- ceneribeeed--&y--~-spa.se•~--. 

eoftS+dered--equa~--for-e~+oeet+en-pu•~•s-whe~e..-ser•+ees 

equ·e+-+ft-lt-ioftd-end-qtteftt-rty-ere-.;."-fttet-centor-iobatedt--e"d--...., 

the-e•ent-ene-spease-•eltes-e-greeter-or-+esser-eentr-rbat+ertT 

thet-th~-e+so-be-eons+dered-fer-a++oeet+on-pu•~sesw 

-End-

-2- HJR 4 


