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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING SECTION
84-4501, B84-4905, 84-4907, B84-4914, 84-4%915, AND B8B4-4931,
R.C.M. 1947, TO PROVIDE FOR THE ELIMINATION OF - VARIOUS
EXCLUSIONS FROM MONTANA TAXABLE INCOME; LOWERING THE RATES
OF THE INCOME TAX; PROVIDING A TAX CREDIT FOR THE TAXPAYER
AﬁD EACH DEPENDENT; REPEALING SECTIONS 84-4%02, 84-43902.1,
84-4906, 84-4906.1, B84-4906.2, 84-4908, 84-4909, AND

84-4910, R.C.M. 1947; AND PROVIDING AN EFFECTIVE DATE."

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

Section 1.. Short title. This act shall be known as
the Income Tax Reform Act.

Section 2. Purpose. The legislature <finds that the
loopholes in the present income tax result in great
inequities among varicus taxpayers. These ineguities have
eroded taxpayer confidence in the basic fairnmess of the tax
structure. This act eliminates many of these ineguities by
removing tax loopholes which have caused them.

Section 3. Section 84-4901, R.C.HM. 1947, is amendea to
read as follows:

"54-4901. Income tax--definitions. For the purpose of

this eet chapter unless otherwise required by the context:
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(1} The word “"department” means the state department
of revenue. “

{2} The word "taxpayer” includes any person or
fiduciary, resident or nonresident, subject to a tax imposed
by this act, and does not include corporations.

{3) The term "taxable year" means the taxpayer's
taxable year for federal income tax purposes.

{4) The word "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.

(5) The word “"paid®™ for the purposes of the deductions
and credits under this act means paid or accrued or paid or
incurred, and the terms "paid or incurred" and "paid or
accrued” shall be construed according to the method of
accounting upon the basis of which the taxable income is
computed under this act. The term "received®™ for the purpose
of computation of taxable income under this act, means
received or accrued and the term “received or accrued” shall
be construed according to the method of accounting upon the
basis of which the taxable income is computed under this
act.

(6) The word "“resident" applies only‘ to natural
persons and includes for the purpose of determining

liability to  the tax imposed by this act with reference to
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the income of any taxable year, any person domiciled in the
state of Montana, and any other person who maintains a
permanent place of abode within the state even though
temporarily absent from the state and has not established a
residence elsewhere.

(7) The word "dividend” means any distribution made by
a corporation out of ijits earnings or profits to its
shareholders or members, whether in cash or in other
property or in stock of the corporaticn, other than stock
dividends as herein defined. "Stock dividends"” means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

(8) The words *foreign country" .or "foreign
government” mean any jurisdiction other than the one
embraced within the United States . 1its territories and
possessions.

(9) The words “information agents"® include all
individuals, corporations, associations and partnerships, in
whatever capacity acting, including lessees, or mortgagqrs
of real or perscnal property, fiduciaries, 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
ihterest, rent, salaries, wages, premiums, annuities,
compensations, remunerations, emoluments, or other fixed or
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determinable annual or periodical gains, profits and income
with respect to which any person or fiduciary is taxable
under this act.

-(10) The term "net income™ means ¢he-—adjusted--gresa
ncome—of-o-tanpayer-iess-the-deductions-atiowed-by-this—-aet

taxable income as defined in section B84-4905.

4323} -Fhe-term-Sianabie-inconel-neans-the~-adiunsted-gross
£ of-—a—~-taxpayer--tess——the-deductions-—and-exempeions

provided-for-in-this-aces"

Section 4. There is a new R.C.M. section numbered
84-4902.2 that reads as follows:

84-4902.2. Rate of income tax. There shall be levied,
collected and paid for each taxable year upon the taxable
income of every taxpayer subject to this tax, a tax at the
following rates:

(1} On the first two thousand dollars ($2,000) of
taxable income, or any part thereof, at the rate of one
percent (1%);

(2) On the next two thousand dollars ($2,000) of
taxable income, or any part thereof, at the rate of two
percent (2%);

{3) On the next three thousand dollars ($3,000} of
taxable income, or any part therecf, at the rate of three
percent (3%];

{4} On the next three thousand dollars {($3,000} of
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taxable income, or any part thereof, at the rate of four
percent (4%); .

(5] On the next five thousand dollars ($5,000) of
taxable income, or any part thereof, at the rate of five
percent (5%);

(6) On the next fifteen thousand dollars (§15,000} of
taxable income, or any part thereof, at the rate of six
percent {(6%};

(7) On any taxable income in excess of thirty thousand
dollars ($30,000) at the rate of sewven percent (7%).

Section 5. Section 84-4905, R.C.M. 1947, is amended to
read as follows:

“84-4905. Adjusted-gress Taxable income. (1) Adjuseed
gress Taxable income shall be the taxpayer's federal income
tax adjusted gross income as defined in section 62 of the
Internal Revenue Code of 1954 or as that section may be
labeled or amended, and in addition shall include the
following:

{a} Interest received on obligations of another state
or territory, or county, municipality, district, or other
political subdivision thereof:

(b} Rﬁfunéa—reeeiveé-oé-fedezal—-ineome--t&xr-—to—-the
extent—-the-deductinon-of-such-tax-reantted-in-a-reduction-of

Meontana~income-tan—iiabitieys Fifty percent (50%) of the

excess of long-term capital gains over short-term capital
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losses allowed in section 1202 of the Internal Revenue Code

.

of 1954 or as that section may be labeled or amended as a

deduction from federal income tax adjusted gross income,

{2) AdYusted-gross Taxable income does not include the
following which are exempt from taxation under this aet
chapter:

tar--Enterese~-income——Erom--obiigati sns--of-che-tnited
States-—--governmenty---the---state---gf-—--Montanar---countyr
munieipaiityr—--éiaeriety--ee--other——peiitéeai-—sub&ivéséen
thereofs

{a) +4#¥ All benefits received under the Federal
Employees Retirement Act not in excess of three thousand six
hundred dollars ({$3,600}.

(b) +e¥ All benefits paid under the Montana Teachers
Retirement Act which are specified as exempt from taxation
by section 75-=2713.

{c) +4% All benefits paid under the Montana Public
Employees Act which are specified as exempt from taxation by
section 68-1303.

{d) <4e¥ All benefits paid under the Montana Highway
Patrol Retirement Act which are specified as exempt from
taxation by section 31-221.

Le) {£}--Montana--income——tax—--refunds-——or---credits

thereofs In the instance that there is a loss from the sales

or exchanges of capital assets which has been subtracted as
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a_loss in determining federal income tax adjusted gross

income as provided by section 1211 (b) of the Internal

Revenue Code of 1954 or as that section may be labeled or

amended, the smallest of the following:

(i) federal income tax adjusted gross income for the

taxable year,
(ii) one thousand dollars ($1,000), or

{(iii} one half of the excess of the net long-term

capital loss over the net short-term capital gain.

+3}--In-the-case-of-a-sherehoider-of-a-corporation~with
respeet--to-vhich-the-eteetion-provided-for—under-subehapeer
Br-ef-the-Internai-Revenue-Code-of-1354y-as-anendedy-—in——in
effecty-—but-with-respect—to-which-the-elestion-provided-for
under—section—84-15012y--as——amendedy——is—-not——in--efifeaty

adjusted-—gross me~~does——not--include~—any-pare-ofi-the
corporationis-undistributed-taxable——inconer——net——operating
lonsy--capital--gains-—-or--other~-gainsy—-profits--or-iosses
reguired-to~be-inciuded-in-the-sharchoiderls-Sederai--incone

tan--adiusted-—gross--income-~by-n

~of-the-said-elestinn
unde!—uubehgpfe!--Sr—-Hawevezr—-the——shazehaide!*e—-&dfuete&
gress--income——shalti-~ineiude-—actuai--distribntion—Sron—the
eorporation—to-che-extent-they-wautd-be—treated-~as~—~tanahie
dividends-if-the-subchapter—Sx-eleati were-not-in-cffcotg”

Section Gf Section 84-49207, R.C.M. 1247, is amended to

read as follows:
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"84-4307. HNonresident taxpayers. In the case of a
taxpayer other than a resident of this state, adjusted-gress
taxable income includes the entire amount of adjusteed--yress
taxabie income from sources within this state, but shall not
include income from annuities, interest on bank deposits,
interest on bonds, notes or other interest-bearing
obligations, or dividends on stock of corporations; except
to the extent to which the same shall be a part of income
from any business, trade, profession or occupation carried
on in this state. Ad%usted--gress Taxable income from
sources within and without this state shall be allocated and
apportioned under rules and regulations prescribed by the
state department of revenue.

in~the-ease-of-a-tanpayer-other-than-a-resident-of-this
statey-the-dedustions-aitowed-in-computing-net-income~-shati
be-~-pestricted-——~to-——those--directiy-—connected-~with—-the

production—-of-Montana-incomer—A-temporary-resident-shati--be

atiowed--those--deductions——ali d-a-resirdent-to—the-entent
thet-such-deductions-were—aectuatiy-inenrred-or—-expended-—in
the-state-of-Moneana~during-the-course-of-his-residencysr"

Section 7. There is a new R.C.M. section numbered
84-4910.1 that reads as follows:

84-4910.1. Perscnal credits. (1) In the case of an
individual, the credits provided by this section shall be
allowed as a subtraction from the amount of tax provided by

-8~
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section 84-4902.2,

(2} In the case of a taxpayer who is a resident of
Montana, for each personal exemption allowed him for the
taxable year by sections 151 and 152 of the Internal Revenue
Caode 1954 or as those sections may be labeled or amended,
there shall be a personal credit of seventeen dollars and
fifty cents ($17.50) allowed to be subtracted from the
amount of tax provided by section B84-4092.2.

(3) Any excess of the sum of the personal credits over
the amount of the tax provided by section 84-4902.2 in any
year may be added to the sum of the personal credits of the
taxpayer in the following taxable year, and considered an
integral portion of the sum of the personal credits of the
taxpayer in that following taxable year. Only a taxpayer
who does not provide a personal credit for another taxpayer
by reason of being a dependent of that other taxpayer may
add such excess of perscnal credits to his personal credits
in the following year.

(4} The personal credit shall be prcrated according to
the ratio a non-resident taxpayer's Montana taxable income
bears to his federal income tax adjusted gross income.

. Section 8. Section 84-4914, R.C.M. 1947, is amended to

read as follows:

"84-4914. Returns and payment of tax--penalty and

interest--refunds--credits. {1} Every single individual and
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every married individual not filing a joint return with his
or her spouse and having a sress taxable income for the
taxable year of more than six--hundred--sinty-five-~-doliars

€6665> one thousand seven hundred fifty dollars ($1,750),

and married individuals not filing separate returns and
having a combined gress taxable income for the taxable year
of more than eone--theusand--three--hundred--thirey~-doiiars

+52733%9) two thousand seven hundred fifty dollars ($2,750),

shall be liable for a return to be filed on such forms and
according to such rules and regulations as the department of
revenue may prescribe. Phe-gress-income-amounts-referred-te
in-the-preceding-sentence-shati-pe-inereased-py-six—-hundred
doitars——-+45600)--for-—cach--additionnt--personni--exemption
atlowanece-the-taxpayer-is-entitied-to~cintm-for-himsetf-—nnd
his—--spouse-under-section-84-49t8-te}-and-{¢dyr-A-nonresident
shati-be-regquired-to-£filte-a-return-r+é-his-gross—--income~~-for
the-eaxable-year-derived-£from~sourees-within-Montana-exceeds
the--amount——of--the--exemption--deduction-he-is-entitied-to
elaim-for-himseif-and-his-spouse-—under--the--provisions--eof
seeeton——-84-49518--{tb}y-{er-and-+td}y-as-prorated-according—to

paragraph~{i}-of-said-sections A taxpayer entitlied to claim

personal credits in excess of one each for himself and his

spouse under section 84-4910.1 shall be regquired to file a

return if his tax liability as calculated under section

84-4902.2 exceeds the sum of the personal credits he is

-10~ f_/g é/ﬁ/




wun

A

w o~

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 1097

entitled to claim for himself and his spouse under section

84-4910.1. A nonresident shall be required to file a return

if his tax liability as calculated under sention 84-4902,2

exceeds the amount of personal credit he is entitled +to

claim under the provisions of section 84-4910.1 (d).

{2) In accordance with instructions set forth by the
department, every taxpayer who is married and 1living with
husband or wife and is required to file a return may, at his
or her option, file a joint return with husband or wife ewven
though one of the spouses has neither gross income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for a taxable year, the spouses
may not file separate returns after the time for filing the

return of either has expired, unless the department so

consents.

(3) If any such taxpayer is unable to make his own
return, the return shall be made by a duly authorized agent
or by a guard;an or other person charged with the care of
the person or property of such taxpayer.

(4) All taxpayers, including, but not limited to those
subject to the provisions of sections 84-4939 and 84-4943,
shall compute the amount of income tax payable and shall at
the time of filing the return required by this act, pay to
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the department any balance of income tax remaining unpaid
after -crediting the amount withheld as provided by section
84—49#3, and/or any payment made by reason of an estimated
tax return provided for in section 84-493%; provided
however, the tax so computed is greater by one dollar (31}
than the amount withheld and/or paid by estimated return as
provided in this act.

If the amount of tax withheld and/or payment of
estimated tax exceeds by more than one dollar ($1) the
amount of income tax as computed, the taxpayer shall be
entitled to a refund of the excess.

(5) As soon as practicable after the return is filed,
the department shall examine and verify the tax.

(6) If the amount of tax as verified is greater than
the amount theretofore paid, the excess shall be paid by the
taxpayer to the depértment within thirty (30) days after
notice of the amount of the tax as computed with interest
added at +the rate of nine per centum (9%) per annum or
fraction thereof on the additional tax. In such case there
shall be no penalty because of such understatement, provided
the deficiency is paid within thirty (30) days after the
first notice of the amount is mailed to the taxpayer.

If payment is not made within thirty (30} days or if
the understatement is due to negligence on the part of the
taxpayer, but without fraud, there shall be added to the

-l2-



W B W N

10
11
12
13
14

16
17
18
19
20
21
22
23
24

25

LC 1097

amount of the deficiency €£five per centum (5%} thereof,
provided, however, that no deficiency penalty shall be less
than two dollars ($2). Interest will be computed at the rate
of nine per centum (9%) per annum or fraction thereof on the
additional assessment. Except as otherwise expressly
provided in +this subdivision, the interest shall in all
cases be computed from the date the return and tax was
originally due ({(as distinguished from the due date as it may
have been extended) to the date of payment.

If the +time for filing a return is extended, the
taxpayer shall pay in addition, interest thereon at the rate
of nine per centum (9%) per annum from the time when the
return was originally required to be filed to the time of
payment.”* .

Section 9. Section 84-4915, R.C.M. 1947, is amended to
read as follows:

"84-4915. Exemptien Personal credit allowed

nonresident--effect of <changing resident status., If a
taxpayer changes ais status from that of resident to that of
nonresident, or from that of nonresident +to that of
resident, during the taxable year, he shall file a return
covering the fraction of the year during which he was a

resident. The exempéions personal credits provided in

section 84-4938 894-4910.1 shall be prorated on the ratio the
Montana adjusted--gress taxable income bears to federal
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income tax adjusted gross income. A Montana citizen moving
out of the state; abandoning his resideﬁée in the state and
establishing a residence elsewhere, must file a return on
the fractional basis. If he obtains employment outside the
state, without abandoning his Montana residence then income
from such employment is taxable in Montana."

Section 10. Section 84-4931, R.C.M. 1947, is amended
to read as follows:

"84-4931. Dpivulging information unlawful-~exceptions
--penalty. (1) Except in .accordance with proper Jjudicial
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 act,
or any other information secured in the administration of
this act. 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 under the provisions of this act, or any other
taxing act, to which the department is a party, or on behalf
of any party to any action or proceedings under the
provisions of this act or such other act when the reports or

facts shown thereby are directly involved in such action or

SN S5 4
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proceedings, in either of which events, the court may
require the production of, and may admit in evidence, so
much of said reports or of the facts shown thereby, as are
pertinent to the action or proceedings and no more. Nothing
herein shall be construed to prohibit 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 nor to prohibit the publication of statistics
so classified as to prevent the identification of particular
reports or returns and the items thereof, or the inspection
by the attorney general, or other legal representatives of
the state, of the report or return of any taxpayer who shall
bring action to set aside or review the tax based thereon,
or against whom an action or proceeding has been instituted
in accordance with the provisions of section 84-4928 and
section 84-4929. Reports and returns shall be preserved for
three (3) years and thereafter until the department orders
them to be destroyed.

{(2) Any offense against subdivision one (1} of this
section shal; be punished by a fine not exceeding one
thousand dollars ($1,000.00), or by imprisonment in the
county jail not exceeding one (1} year, or both, at the

discretion of the court, and if the offender be an officer

or employee of the state, he shall be dismissed from office

and be incapable of holding any public office in this state
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for a pericd of one (1)} year, thereafter.

{3) dotwithstanding the provisions of this section, the
department may permit the comuissioner 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 representatives of either such officer, to
inspect the returns of income of any individuals, or may
furnish to such officer or his authorized representatives an
abstract of the return of income of Any individual or supply
him with information concerning any item of income contained
in any return, or disclosed by the report of any
investigation of the income or return of income of any
individual, but such permission shall be granted or such
information furnished to such officer or his representative,
only if the statutes of the United States or of such other
state, as the case may be, grant substantially similar
privileges to the proper officer of this state charged with
the administration of this act.

(4] Further, notwithstanding any of the provisions of
this ‘section, the department shall furnish to the Montana
highway patrcl board all information necessary to identify
those persons gualifying for the additional exemption for
blindness pursuant to section 84-4938 84-4310.1 (d}, for the
purpose of enabling said highway patrocl board to administer
the provisions of section 31-127, R.C.M. 1947."

-16=-
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Section 11. Severability. If any provision of this
act or the application thereto to any person or circumstance
is held invalid, the invalidity does not affect other
provisions or applications of the act which can be given
effect without the invalid provision or application, and to
this end the provisions of this act are severable.

Section 12. Repealer. Sections 84-4902, 84-4902.1,
84-4906, 84-49%06.1, 84-49066.2, 84-4908, 84~-4909, and
Bi44910, R.C.M. 1247, are repealed.

Section 13. This act is effective for all taxable
years commencing after December 31,1975.

_End—
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STATE OF MONTANA
REQUEST NO. __202-75

FISCAL NOTE

Form BD-15

In compliance with a written request received ___ February 11 , 1975 , there is hereby submitted a Fiscal Note
for ._._House Bill 614 __ . _____ pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legistative 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:

An act to define Montana taxable income as federal adjusted gross income with certain modifications, eliminate various
exclusions from taxable income, lower the Montana income tax rate, repeal the surtax, and substitute tax credits for
personal exemptions. The act is effective for taxable years beginning after December 31, 1975.

ASSUMPTIONS:

1. Income tax data available do not provide information on capital gain or capital loss deductions. Therefore, it is assumed
for purposes of the revenue estimates that Montana taxable income under the proposed law will equal federal adjusted
gross income.

2. Federal adjusted gross income .is approximately 1.085% of Montana adjusted gross income under current law.

3.  Montana adjusted gross income will be $2.560 billion for CY 75, $2.819 billion for CY 76, and $3.071 billion for CY 77.
4. The effective tax rate under the proposed law will be 3.65% in CY 75, 3.80% in CY 76 and 3.96% in CY 77.

5. Withholding tables will be adjusted for the balance of CY 75 to feflect change in tax on the entire year’s income. Thus,
all of CY 75 loss will be realized in FY 76 plus % of CY 76 loss; % of CY 76 loss and % of CY 77 loss will be

realized in FY 77.

6. There will be no additional expenditures or cost savings to the Department of Revenue.

FISCAL IMPACT: Fy 76 Fy 77
lncome tax collections under current law $ 104.81 million $ 124.15 million
Income tax collections under proposed law 90.09 million 108.50 million

Decrease in collections $  14.72 million $ 15.65 million

CONCLUSION:

Enactment of House Bill 614 would result in a revenue loss of $30.37 million during the 1975-77 biennium. Income tax collections
are allocated 64% to the General Fund, 25% to the Public SchoolEqualization, ERA, and 11% to the Long-Range Building

MJ%

BUDGET ngECTOR
Office of Budget and Program Planning
Date: ___February 22, 1975
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Objection Raised to

Adverse Committee Report

1 M N\d\“g:.géug)_ BILL NO. &/4

m.u@'bv-/
INTRODUCED BY 3 M
W%’M L rsrorildy e VINCENT = 37" -

Eriorr of

4 BILL FOR AN ACT ENTITLED: “pny  ACT AMENDING SECTION

34-4901, 84-4905, B84-4907, B84-4914, 84-4%15, AND 84-4931,

R.C.M. 1947, TO PROVIDE FOR THE ELIMINATION OF VARIOUS
EXCLUSIONS FROM MONTANA TAXABLE INCOME; LOWERING THE RATES
OF THE INCOME TAX; PROVIDING A TAX CREDIT FOR THE TAXPAYER
AND EACH DEPENDENT; REPEALING SECTIONS 84-4902, 84-4902.1,
34-4909, AND

84-4906.2, 84-4%03,

84-4906, 84-4906.1,

84-4910, R.C.M. 1947; AND PROVIDING AN EFFECTIVE DATE."

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

Section l. Short title. This act shall be known as’

the Income Tax Reform Act.
The legislature finds that the

Section 2. Purpose.

in the present income tax result in great

loopholes
inequities among various taxpayers. These inequities have
eroded taxpayer confidence in the basic fairness of the tax
structure. This act eliminates many of these inequities by
removing tax loopholes which have caused them.

Section 3. Section 84-4301, R.C.it. 1947, is amendeu %o
read as follows:
tax--definitions. For the purpose of

"34-4301. Income

this aet chapter unless otherwise required by the context:
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(1) The word "department" means the state department

of revenue.

(2) The word "taxpayer® includes any person oOr

fiduciary, resident or nonresident, subject to a tax imposed
by this act, and does not include corporations.

(3) The term "taxable year” means the taxpayer's

taxable year for federal income tax purposes.

{(4) The word ®fiduciary” means a guardian, trustee,

executor, administrator, receiver, conservator, or any

person whether individual oxr corporate, acting in any

fiduciary capacity for any person, trust or estate.

{5} The word "paid"” for the purposes of the deductions
and credits under this act means paid or accrued or paid or
incurred, and the

terms "paid or incurred™ and “paid or

accrued” shall be construed according to the method of

accounting upon the basis of which the taxable income is
computed under this act. The term "received"” for the purpose

of computation of taxable income under this act, means

received or accrued and the term "received or accrued” shall
be construed according to the method of accounting upon the

basis of which the taxable income is computed under this

act.

{6) The word "resident" applies only to natural

persons and includes for +the purpose of determining

liability to the tax imposed by this act with reference to
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the income of any taxable year, any person domiciled in the
state of Montana, and any other person who maintains a
permanent place of abode within the state even though
temporarily absent from the state and has not established a
residence elsewhere,

(7) <The word "dividend” means any distribution made by
a corporation out of its earnings or profits to its
shareholders or members, whether in cash or in other
property or in stock of the corporation, other than stock
dividends as herein defined. ™"Stock dividends® means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

(8) The words “foreign country" or *foreign
government" mean any jurisdiction other than the one
embraced within the United States, its territories and
possessions.

(9) The words ™information agents"” include all
individuals, corporations, associations and partnerships, in
whatever capacity acting, including lessees, or mortgagors
of real or personal property, fiduciaries, employers, and
all officers and employees of the state, or of any municipal
corporation or political subdivision of the state, having
the control, receipt, custody, disposal or payment of
interest, rent, salaries, wages, premiums, annuities,
compensations, remunerations, emoluments, or other fixed or
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determinable annual or periodical gains, profits and income
with respect +to wnich any person or fiduciary is taxable
ander this act.

(10) The term "net income” means the--adjusted--ereoss
tnecome-—of-a-tanpayer~iess-the-dedustions—atioved-jhy-this-ame

taxable income as defined in section 84-4905.

+i1}-Fhe-term—dianabie-incomel-means-the-adjusted-grons
ineome--of--a--eaxpayer-—tess--the-deductions-and-sxempeions
provided-for-in-ehis-actsr"

Section 4., There is a new R.C.il. section numbered
34-4902,2 that reads as follows:

84-4992.2. Rate of income tax. There shall be levieq,
collected and@ paid for each taxable year upon the taxable
income of every taxpayer subject to this tax, a tax at the
following rates:

{1) On the first two thousand dollars (52,000) of
taxable income, or any part thereof, at the rate of one
percent (1%);

(2) ©On the next two thousand dollars ($2,00C) of
taxable income, or any part thereof, at the rate of two
percent {2%);

{3) On the next three thousand dollars (%$3,000) of
taxable income, or any part thereof, at the xate of three
percent (3%);

(4) On the next three thousand dollars (33,000} of
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taxable income, or any part thereof, at the rate of four

percent (4%);

(3} On the next five thousand dollars ($5,000) of

taxable income, or any part thereof, at the rate of fiwve

percent {5%);

(6) On the next fifteen thousand dollars ($15,000) of
taxable income, or any part thereof, at the rate of six
percent (6%);

{7) On any taxable income in excess of thirty thousand
dollars ($30,000) at the rate of seven percent (7%).

Section 5. Section 84-4905, R.C.M. 1947, is amended to

read as follows:

"84-4905. Adjusted-gross Taxable income. (1) Adjaseed

gress Taxable income shall be the taxpayer's federal income

tax adjusted gross income as defined in section 62 of the
Internal Revenue Code of 1954 or as that section may be
labeled or amended, and in addition shall include the
following:

(a) Interest received on obligations of another state
or territory, or county, municipality, district, or other
political subdivision thereof:

(b) Refunds-reeesived-of-federal--ineceme~-tanuy——te—-che
extent--the-deductiton-of-sueh-rax-resutted-in-a-reduction—ef

Mpntana-ineeme-tax-iiabitieyr Fifty percent (50%) of the

excess of long-term capital gains over short-term capital
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losses allowed in section 1202 of the Internal Revenue Code

of 1954 or as that section may be labeled or amended as a

deduction from federal income tax adjusted gross income.

{2} Adjusted-gress Taxable income does not include the
following which are exempt from taxation under this aet
chapter:

ftar-—interest--income-~Erem--obitgations--of-she-tinteed
Btates---govermmenty~——the---state—-—-of---Monkanay-~-countyy
nunieipaltityy---districty-—ar--ather—-potiticnt--subdiviaten
theresafs

(a) +»¥ All benefits received under the  Federal
Employees Retirement Act not in excess of three thousand six
hundred dollars ($3,600}.

{b) 4e¥ All benefits paid under the Montana Teachers
Retirement Act which are specified as exempt from taxation
by section 75=-2713,

(c} +é&% All benefits paid under the Montana Public
Employees Act which are specified as exempt from taxation by
section 68-1303,

{d} +e¥ All benefits paid under the Montana Highway
Patrol Retirement Act which are specified as exempt from
taxation by section 31-221.

(e) +f£}-—-Montana--ineeme——tan---refunds---op--—credits

eheresfs In the instance that there is a loss from the sales

or exchanges of capital assets which has been subtracted as

C HB L1




10
11
12
13
14

16
17
18
19
20
21
22
23
24
25

LC 1097

2 loss in determining federal income tax adjusted gross

income as provided by section 1211 (b} of the Internal

Revenue Code of 1954 or as that section may be labeled or

amended, the smallest of the following:

(i} federal income tax adjusted gross income for the

taxable year,
{ii) one thousand dollars ($1,000), or

(iii) one half of the excess of the net long-term

capital loss over the net short-term capital gain.

$3}--in~-the-case—of-a-sharehoider-of-a-corperation-with
respect-—te-which~the-eicction-previded-for-under-subchapter
Sr-of-the-Internai-Revenue-Code-of-1354y-as-amendedy——ta-—in
effecty-—but-with-respect-to-which—the-eclestinn-provided-for
under-section-84-158ir27-~as—anendedr——is——noe~—-in-—cifcaty
adiunsted--gross--income-~does——not-~inmiude—any-pare-ef-the
eorporationis-undistributed~taxable-—incomer-—net--operating
lossy--capital--gains--or--other--gainsy--profita--ar-iosnes

requived-to-be-ineiunded-in-the-sharehoideris-federati--income

tan~-adijusted-~groas -by-renson-ef-the-said-ctestion
under-subehapter——~Gr-~Hawevery-—-the-—-sharehoiderig-—ndiusted
gress—-income—-shati--ineiunde-—actnat--distribution-fnon—the
corperation-to-the-entent-they-woutd-be-treated-~as——tasable
dividends—if-the-subshapten-So-aslestion-were—not-in-effoats"

Section 6. Section 84-4907, R.C.M. 1947, is amended to

read as follows:
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"84-4907. Nonresident taxpayers. In the case of a

taxpayer other than a resident of this state, adjuseed-gress

taxable income includes the entire amount of adjusted--gress

taxable income from socurces within this state, but shall not

include income from annuities, interest on bank deposits,
interest on Dbonds, notes or other interest-bearing
obligations, or dividends on stock of corporations; except
to the extent to which the same shall be a part of income
from any business, trade, profession or occupation carried
on in this state. Adjusted--grenss Taxable income from
sources within and without this state shall be allocated and
apportioned under rules and regulations prescribed by the
state department of revenue.

In-the-ense-af-a-tawpayer-ether-than-a-restdent-of-this
staeer-the-dedustions-atiowed-in-computing-net-income--shatd
be-—-prestricted---to---those--divectiy--connested-—with--the
preductisn-of-Montana-ineomes-A~-temporary~-resident-shati-—-be
atiowed—-+thone-~deductions--altiswed-a-resident-to-the-extend
thae-such~dednetions-were-actustiy-incurred-or--expended--in
the-state-of-Montana-during-the-course—of-his-residencyr”

Section 7. There 1is a new R.C.M. section numbered
34-4910.1 that reads as follows:

84=4910.1. Personal credits. (1) In the case of an
individual, the credits provided by this section shall be
allowed as a subtraction from the amount of tax provided by
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section 84-4902.2.

(2} 1In the case of a taxpayer who is a resident of
Montana, for each personal exemption allowed him for the
taxable year by sections 151 and 152 of the Internal Revenue
Code 1954 or as those sections may be labeled or amended,
there shall be a personal credit of seventeen dollars and
fifty cents ($17.50) allowed@ to be subtracted from the
amount c¢f tax provided by section 84-4092.2.

{3) Any excess of the sum of the personal credits over
the amount of the tax provided by section 84-4%02.2 in any
year may be added to the sum of the personal credits of the
taxpayer in the following taxable year, and considered an

integral portion of the sum of the personal credits of the

taxpayer in that following taxable year. Only a taxpayer

who does not provide a personal credit for another taxpayer

by reason of being a dependent of that other taxpayer may

add such excess of personal credits to his personal credits
in the following year.

(4) The personal credit shall be prorated according to
the ratio a non-resident taxpayer's Montana taxable income
bears to his federal income tax adjusted gross income.

Section 8. Section 84-4914, R.C.M. 1947, is amended to
read as follows:

¥84-4914. Returns and payment of tax--penalty and
interest--refunds--credits. (1) Every single individual and
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every married individual not filing a joint return with his
or her spouse and having a gress taxable income for the
taxable year of more than six--hundred—-siney-five—-deilars

46665 one thousand seven hundred fifty dollars ($1,750),

and married individuals not filing separate returns and
having a combined gwess taxable income for the taxable year
of more than ene--thousand--three--hundred--thivey--doiiars

4$37338% two thousand seven hundred fifty dollars ($2,750),

shall be liable for a return to be filed on such forms and
according to such rules and regulations as the department of
revenue may prescribe. Fhe-gress-income-amounts-referred-teo
in-the-preceding-sentence-shali-pe-increased-by-six--hundred
doitars——-+45688)--for--cach--additionat--persenni--exemption
ailtowance-the-taxpayer-is-entitied-to-ctaim-Sor-himselfi--and
his—-speouse-under—-seetion-84-4916-{er-and-{tdrr-A-nonvesident
shati-be-required-to-fite~a-rebturn-if-his-gross—-income—-£for
the-taxablie-year-derived~£from~-sources—-within-Montana-execeeds
the--amount--of--the--exemption—-deduction-he-is-entieied-te
eteim-for-himseif-and-his-spouse——under--the--preovisions--of
section-~84-453k8-~tb}y~{e}-and-{dir-as-prorated-nccording-+o

paragraph-{i}-of-said-seetionr A taxpayer entitled to claim

personal credits in excess of one each for himself and his

spouse under section 84-4910.1 shall be required to file a

return  if his tax liability as calculated under section

84-4902.2 exceeds the sum of the personal credits he is
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entitled to claim for himself and his spouse under section

84-4910.1. A nonresident shall be required to file a return

if his tax liability as calculated under sention 84-4902,2

exceeds the amount of personal credit he is entitled to

claim under the provisions of section 84-4910.1 (4d).

{(2) In accordance with instructions set forth by the
department, every taxpayer who is married and living with
husband or wife and is required to £file a return may, at his
or her option, file a joint return with husband or wife even
though one of the spouses has neither grogs income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for a taxable year, the spouses
may not file separate returns after the time for filing the
return of either has expired, unless the department so
consents.

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

(4) All taxpayers, including, but not limited to those
subject to the provisions of sections 84-4939 and 84-4943,
shall compute the amount of income tax payable and shall at
the time of filing the return regquired by this act, pay to
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the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by secticn
84-4943, and/or any payment made by reason of an estimated
tax return provided for in section 84-49%39; provided
however, the tax so computed is greater by one dollar (51)
than the amount withheld and/or paid by estimated return as
provided in this act.

If the amount of tax withheld and/or payment of
estimated tax exceeds by more than one dollar (§$1) the
amount of income tax as computed, the taxpayer shall be
entitled to a refund of the excess.

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

(6) If the amount of tax as verified is greater than
the amount theretofore paid, the excess shall be paid by the
taxpayer to the department within thirty (30} days after
notice of the amount of the tax as computed with interest
added at the rate of nine per centum (9%) per annum or
fraction thereof on the additional tax. In such case there
shall be no penalty because of such understatement, provided
the deficiency is paid within thirty (30) days after the
first notice of the amount is mailed to the taxpayer.

If payment is not made within thirty (30) days or if
the understatement is due to negligence on the part of the
taxpayer, but without fraud, there shall be added to the
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amount of the deficiency £five per centum (5%) thereof,
provided, however, that no deficiency penalty shall be less
than two dollars ($2). Interest will be computed at the rate
of nine per centum (9%) per annum or fraction thereof on the
additional assessment. Except as otherwise expressly
provided in this subdivision, the interest shall in all
cases be computed from the date the return and tax was
originally due {(as distinguished from the due date as it may
have been extended] to the date of payment.

If the time for £iling a return is extended, the
taxpayer shall pay in addition, interest thereon at the rate
of nine per centum (9%) per annum from the time when the
return was originally required to be filed to the time of
pavment.”

Section 9. Section 84-4915, R.C.M. 1947, is amended to
read as follows:

"84~4915. EBxemptien Personal credit allowed

nonresident--effect of changing resident status. If a
taxpayer changes his status from that of resident to that of
nonresident, or from that of nonresident to that of
resident, during the taxable year, he shall file a return
covering the fraction of the year during which he was a

resident. The exempeions personal credits provided in

section €4-4938 54-4910.1 shall be prorated on the ratio the
Hontana addussed--greoss taxable income bears to federal
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income tax adjusted gross income. A Montana citizen moving
out of the state; abandoning his residence in the state and
establishing a residence elsewhere, must file a return on
the fractional basis. If he obtains employment outside the
state, without abandoning his Montana residence then income
from such employment is taxable in Montana."

Section 10. Section 84-4931, R.C.M. 1947, is amended
to read as follows:

*84-4931. Dbivulging information unlawful--exceptions
-=penalty. (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 act,
or any other information secured in the administration of
this act. 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 under the provisions of this act, or any other
taxing act, to which the department is a party, or on behalf
of any party to any action or proceedings under the
provisions of this act or such other act when the reports or

facts shown thereby are directly involved in such action or
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proceedings, in either of which events, the court may
require the production of, and may admit in evidence, so
much of said reports or of the facts shown thereby, as are
pertinent to the action or procsedings and no more. Nothing
herein shall be construed to prohibit 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 nor to prohibit the publication of statistics
so classified as to prevent the identification of particular
reports or returns and the items thereof, or the inspection
by the attorney general, or other legal representatives of
the state, of the report or return of any taxpayer who shall
bring action to set aside or review the tax based thereon,
or against whom an action or proceeding has been instituted
in accordance with the provisions of section £4~4928 and
section 84-~492%. Reports and returns shall be preserved for
three (3) years and thereafter until the department oxrders
them to be destroyed.

{2) Any offense against subdivision one (1} of this
section shall be punished by a fine not exceeding one
thousand dollars ($1,900.00}, or by imprisonment in the
county jail not exceading one (1) year, or hoth, at the
discretion of the court, and if the offender be an officer
or employee of the state, he shall be dismissed from office
and be incapable of holding any public office in this state
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for a period of one (1) year, thereafter.

(3) Jotwithstanding 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 representatives of either such officer, to
inspect the returns of income of any individuals, or may
furnish to such officer or his authorized representatives 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 disclosedé 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 act.

{4) Further, notwithstanding any of the provisions of
this section, the department shall furnish to the Montana
highway patrol board all information necessary to identifj
those persons qualifying for the additional exemption for
blindness pursuant to section 84-4938 84-4510.1 (d), for the
purpose of enabling said highway patrol board to administer
the provisions of section 31-127, R.C.M. 1947."
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Section 1l. Severability. If any provision of this
act or the application thereto to any person or circumstance
is held invalid, the invalidity does not affect other
provisions or applications of the act which can be given
effect without the invalid provision or application, and to
this end the provisions of this act are severable.

Section 12. Repealer. Sections §4-4902, 84-4902.1,
84-4906, 84-4906.1, 84-4906.2, 34-4908, 84-4909, and
B4-4910, R.C.M. 1947, are repealed.

Section 13. This act is effective for all taxable
years commencing after December 31,1975.

=-End-
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