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lv 1\\u\~~.zi.'d") BILL NO. fd!L-L:J:uJ. ~ 
,' ~;v;.::; ~ ~~ 

~BILL FOR AN ACT ENTITLED: "AN ACT AMENDING SECTION~..,...., t/ 
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84-4901, 84-4905, 84-4907, 84-4914, 84-4915, &~D 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, 

84-4906, 84-4906.1, 84-4906.2, 84-4908, 84-4909, AND 

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

BE IT ENACTED BY THE LEGISLATURE OF TrlE 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 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 84-4901, R.C.M. 1947, is amendeu to 

read as follows: 

"34-4901. Incorc.e tax--definitions. For the purpose of 

this aet chapter unless otherwise required by the context: 
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(l} 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. 

t6} 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 wi.thin the state even though 

temporarily absent from the state and has not esta,blished a. 

residence elsewhere. 

(7) The word •dividend• means any distribution !llade 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 jurisdic-tion other than the one 

embraced within the UnLted States, its territories and 

possessions. 

(9) The words •information agents• include all 

individuals, corporations, associations and partnerships, in 

whatever capacity acting, including lessees, or IljOrtga.gors 

of real or personal property, fiducia.,ries, eiiii?loyers, and 

all officers and employees of the state, or of a.ny municipal 

corporation or political subdi.vision of the state, .havin'] 

the control, receipt, custody, disposal or pa.::{llleJLt of 

interest, rent, salaries, wa.ges, premiums, annuities, 

compensations, remunerations, emoluments, or other fixed or 

-3-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12' 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1097 

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 elle--e~1!Si!e<i--'Ji!ees 

~fteeme-e~-e-~.-pe~ei!-iesa-~-«eewe~~eftS-al~e«~-~i~~ 

taxable income as defined in section 84-4905. 

HH-'l'l\e-i:e_..~-ifteeae-.e-s the e«~~e«~­

~fteeme--ef--e--~«Kpa~ei!--less--~ee~ieRe-«fte-e~emp~ieftS 

pi!e¥~<ie<i-~er-ift-~ie-ee~Y· 

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: 

lll 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 ($2,1l00l of 

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

percent (2\); 

(3) On the next three thousand dollars l$3,000} of 

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

percent (3\) 1 

(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%): 

lSI 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 seven percent (7%1~ 

Section 5. Section 84-4905, R.C.M. 1947 1 is amended to 

read as follows: 

•s4-4905. Aa~~~ed-~~88 Taxable income. ll) A&~~~ 

~rese 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) Ref~-reee~vea-&f~~-ifteeae--~T--~e--~ 

elt1!eft~--~!Ht~eiea-e~ea-~-~~a-~-a:-reli-eieft.-ef 

M&fte&aa:-~eeme-e&H-~~ae~~~~ 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 1nternal Revenue Code 

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

deduction from federal income tax adjusted gross income. 

{2) A&;~e~e-~reee Taxable income does not include the 

following which are exempt from taxation under this ae~ 

chapter: 

~ar--~a~eres~--iaeeme--frem--ee~i~a~i~ae--ef-~lte-Bai~ea 

S~~e---~e¥eramea~T---~---s~a~---ef---Msft~!l:ft!I:T---ee~ft~YT 

m~aieipa~i~yT---eia~ie~T--er--e~her--pe~i~iea~--a~i¥ieiea 

~ereef~ 

l!L ~er All benefits received ~~der the Federal 

Employees Retirement Act not in excess of three thousand six 

hundred dollars ($3,600). 

J£L ~er All benefits paid under the Montana Teachers 

Retirement Act which are specified as exempt from taxation 

by section 75~2713. 

J£L far All benefits paid under the Montana Public 

Employees Act which are specified as exempt from taxation by 

section 68-1303. 

l£l fer All benefits paid under the Montana Highway 

Patrol Retirement Act which are specified as exempt from 

taxation by section 31-221. 

~ ~fr--Meae&aa--~eeme--~aH---refwnas---er-- ereai~s 

~reef~ 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 det~g 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. 

f3~--~-~e-ease-ei-&-a~ehe~&er-ei-a~pe~-w~~ 

reepeee--M-vftiel!:-~-e~eet:ieft~Wei!I-Hr-lll\&er-e11BeM~ 

s~-ei-~e-~eer~-Re¥eft~e ee&e ei-i~~-aa-amerdei,--~-~ 

eiieeey--e~t:-w*~-reepee~-M-whieft t:he elee~-pre~-~ 

lmtler-seeei:eft-84-i~(H:Tiy--ae--•e.lliear-i:e--MH!-til.--ei~ 

~~ !!'el!l& til.ee~~~e--«eee--fte~-iftehlie- -.:r pare~t:ae 

eerpera~Jt~e-t!ftftee~ea-~ie~eemer ttet: ~·~ 

ieesy--eep~~i--!ll~fte--er--et:fter--!lt~ltey--prei~ee--er-i&!t&ea 

r~•~re~-M-ee-~e~~ea-~-t:l!:e-al!:arel!:e~Ls-feeerai--ifteeme 

~·--~;~et:e~--.,reea--ifteeJIIle--8r~-~~ aai:d td:_t.._ 

l!ft&er-I!H!Dei'Yt~--Eh--Iiewe¥ery-~-a~--.~i•~ 

l!ll!l~!l!'l!tieft~+fte-ewteat-i:l!:el' waft~ ite t:ree:tea ae ~J;e. 

~i.'ftileDae H-t:he-lttl8el!:ttpeer-s~-eieetiea were aet-i.lt eiie:et~~ 

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, ~;l:lltte~-!ree& 

taxable income includes the entire amount of tt~t!:tete~-!P&&e 

taxable 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. ~;l:leteti--!ress 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. 

~-~-ettse-ei-a-taJtperer-e~l!:er-el!:~t~t-tt-ree~eftt-ef-tft~s 

etat:ey-el!:e-~e~aet~ltl!l-a~iewe~-~lt-eemp~tift!-fte~-~fteeme--shaii 

ee---res~*e~~---te---theee--ftiree~y--eeftftee~«--w~tft--the 

prea~e~ft-ef-Meft~ltl!t-~T-A-te:mpe~ttrr-Pee*&eft~-sft&~~--ee 

ei~eweli--tfte-- seaeet:i:eftl!l l!t~~evea-tt ~-tiieftt:-~-eJtte~H= 

taet-saea-~ee~~e~t~t-vere-eetl:lll~~:r-*aearreli-er--eKpe~t&eel~ 

tbe-staee-ef-Melt~lte-eiar~ft!-ehe-eearae-ef-~e-res~~er~~ 

Section 7. There is a new R.C.M. section numbered 

84-4910.1 that reads as follows; 

84-4910.1. Personal credits. lll In tha 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} 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 

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 of 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 84-4902.2 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 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; 

w84-4914. Returns and payment of tax--penalty and 

interest--refunds--credits. (l) Every single individual and 
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every married individual not filing a joint return with his 

or her spouse and having a ~r&&8 taxable income for the 

taxable year of more than 8~M--ft~~a--8~H~~-§ive--ee~~-~8 

f$665* one thousand seven hundred fifty dollars l$1,750), 

and married individuals not filing separate returns and 

having a combined ~re88 taxable income for the taxable year 

of more than efte--~fte~eafta--~ftree--ft~fta~ea--~~~~~--a&~~-~8 

f$~7a~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. ~fte-~reee-ifteeme-ame~~-re§errea-~e 

~a-~e-preeeaift~-seft~eftee-efta~i-he-iftereaeea-hy-siH--ftaft&rea 

S&~~are---f$698+--rer--eaeft--aaai~ieftai--pe~eefte~--eHe~~ieft 

a~~ewaftee-~e-~Hpayer-is-eft~i~~ea-~-e~aim-fer-ftimee~r--afta 

ftie--spe~se-~er-eee~ieft-84-49i8-fe*-afta-fa*~-A-fteftree~eft~ 

sft&~i-he-~~~rea-~-fi~-a-re~~rft-~i-ftie~re8&--ifteeme--ie~ 

~e-~e-year-aerivea-frem-ee~-wi~B-M&a~aBa-eHeeeae 

~e-~ame~~--e§--~fte--eHemp~ieft--aea~e~ieft-fte-i8-eft~~-es 

e~aim-fer-ftimeeif-aft4-ftie-epe~se--~aer--~fte--pre¥ie~fts--e§ 

see~ieft--84-49i8--fe+T-fet-afta-fa+T-as-prera~ea-aeeeraift~-~ 

para~rapft-fit-er-eaia-see~ieftT 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 

-10- fiB~/'-( 
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ent~tled to claim for himself and his sgouse under section 

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

if h~s tax !~ability as calculated under sention 84-4902.2 

exceeds the amount of personal credit he is ent~tled to 

claim under the provis~ons of section 84-4910.1 (d). 

(2) In accordance w~th instructions set forth by the 

department, every taxpayer who is married and living with 

husband or w~fe and is required to file a return may, at his 

or her option, file a joint return w~th husband or wife even 

though one of the spouses has neither gross ~come 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 jo~t and s~veral. 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 guardfan 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 ~come 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 

84-4943, and/or any payment made by reason of an estimated 

tax return provided for in section 84-4939; provided 

however, the tax so computed is greater by one dollar ($1) 

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 tl1an 

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. 

I.f payment is not made w~thin thirty (30l days or if 

the understatement is due to negligence on the part of the 

taxpayer, but without fraud, there shall be added to the 

-12-
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amount of the deficiency five per cent~~ (5i} 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. Bxemp~~eft Personal credit allowed 

nonresident--effect of changing resident status. If a 

taxp~yer 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 eM~~~&ftS personal credits provided in 

section B+-49~& 84-4910.1 shall be prorated on the ratio the 

t1ontana e~;'d~~ee.--~~ess 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. Divulging 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 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 statisti.cs 

so classifi.ed 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 thezeon, 

or against whom an action or proceeding has been i.nstituted 

i.n accordance with the provi.sions 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. 

(21 Any offense against subdivision one Ul. of this 

section shall 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 period of one (1) year, thereafter. 

(3} c-lotwithstanding the provisions of this section, the 

dep~rtment may permit the conmissioner 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 admi.nistration of this act. 

(41 Further, notwithstanding any of the provisi.ons of 

this section, the department shall furnish to the Montana 

highway patrol board all information necessary to identify 

those persons qualifying for the additional exempti.on for 

blindness pursuant to section 6+-4~ 84-4910.1 (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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1 Section 11. Severability. If any provision of this 

2 act or the application thereto to any person or circumstance 

3 is held invalid, the invalidity does not affect other 

4 provisions or applications of the act which can be given 

5 effect without the invalid provision or application, and to 

6 this end the provisions of th.i$ act are severable. 

7 Section 12. Repealer. Sections 84-4902, 84-4902.1, 

8 84-4906, 84-4906.1, 84-49Ci6. 2, 84-4908, 84-4909, and 

9 84~4910, R.C.M. 1947, are repealed. 

10 Section 13. This act is effective for ali taxable 

11 years commencing after December 31,1975. 

-End-
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In compliance with a written request received -·---- _ February 11 , 19 7_5 __ , there is hereby submitted a Fiscal Note 

for __ .. H.P!-1~11J!iJI_6H __ --·--·-. ---- pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

Background mformation 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 reflect 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: 

Income tax collections under current law 

Income tax collections under proposed law 

Decrease in collections 

CONCLUSION: 

FY 76 

$ 104.81 million 

90.09 million 

$ 14.72 million 

FY 77 

$ 124.15 million 

108.50 million 

$ 15.65 million 

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 SchooiEqualization, ERA, and 11% to the Long-Range Building 

Program. 

~N·· BUDGETD{,~ 
Office of Budget and Program Planning 

Date: February 22, 1975 
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64-4901, 34-4905, 84-4907, 34-4914, 84-4915, AND 84-4931, 

R.C.M. 1947, TO PROVIDE FOR THE ELIMINATIO~ OF VARIOUS 

EXCLUSIONS FROM MONTANA TAXABLE !~COME; LOWERING THE RATES 

OF THE INCOME TAX; PROVIDlllG A TAX CREDIT FOR THE TAXPAYER 

AND EACH DEPIDlDENT; REPEALING SECTIONS 84-4902, 84-4902.1, 

84-4906, 84-4906.1, 84-4906.2, 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 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 84-4901, R.C.i1. 1947, is amendeu to 

read as follows: 

"a4-4~Jl. Income tax--definitions. For the pur?ose of 

this e.~-t 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" applLes only to natural 

persons and includes for the purpose of determining 

liability to the tax imposed by this act with reference to 

-2- 118 ~19 
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the income of any taxable year, any person domiciled in tb.e 

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 

government• mean 

embraced within 

possessions. 

words 

any 

the 

•foreign country• 

jurisdiction other 

United States, its 

or •foreign 

than the one 

territories and 

(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 pa2ment of 

interest, rent, salaries, wages, premiums, annuities, 

compensations, remunerations, emoluments, or other fixed or 

-3-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

J:.C 1097 

determinable annual or periodical gains, profits ancl income 

with respect to which any person or fiduciary is taxable 

under this act. 

(10) The term "net income" means ~e--ee~~e~ee--~~ee 

~neeme-~-e-~aM~eye~-~~e-~e-eee~e~iene-e~~ewee-b~-~~~e-a~ 

taxable income as defined in section 84-4905. 

~~t-~e-~e~·~~ie-~ne~•-meane-~fte-ee~~e~ee-~e 

~neeme--~--e--~eK~~e~-ieee--~e-eee~e~~ene-ene-eKe~~ene 

p~~eee-ier-~n-~ft~e-a~T· 

Section 4. There is a new R. C.i1. section numbered 

a4-4902.2 that reads as follows: 

84-4902.2. Rate of income tax. There shall be leviea, 

collected and paid for each taxable year upon the taxable 

income of every taxpayer subject to this tax, a tax 

following rates: 

at the 

(1) On tile first two thousand dollars ($2,000) of 

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

percent (1%) 1 

(2) On the next two thousand dollars ($2,00C) of 

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

percent (2%) 1 

(3) On the next three thousand dollars ($3,000) of 

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

percent (3%) ; 

(4) On the next three thousand dollars (~3,0~8) 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 

?ercent {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: 

ft84-4905. Aa~~~~reae Taxable income. lll &a~~ 

~reae 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) Ref~ftee-reee~¥ea-&~-~eaera~--ifteeme--~KT--~&--~ 

eK~ea~--ehe-ae«~ee~a-e~-~eh-eaK-ree~~~a-ift-e-rea~~a-e£ 

Meaeeaa-iaeeae-~eK-~~ee~~~~~ 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) Aa~~e~ee-~reee Taxable income does not include the 

following which are exempt from taxation under this ee~ 

chapter: 

~er--~a~eree~--ifteeme--~rea--eb!i~e~iefte--e~-~he-Sfti~ea 

S~~ee---~e¥erftMeft~7---~he---e~e~e---e~---Mefteafte7---ee~ft~Y7 

a~ieipei~~y7---a~e~iee7--er--e~her--pei~eieei--e~ai¥~eieft 

~eree~~ 

~ ~et All benefits received under the Federal 

Employees Retirement Act not in excess of three thousand six 

hundred dollars ($3,600}. 

i£L ~et All benefits paid under the Montana Teachers 

Retirement Act which are specified as exempt from taxation 

by section 75-2713. 

J£l ~at All benefits paid under the Montana Public 

Employees Act which are specified as exempt from taxation by 

section 68-1303. 

~ ~et All benefits paid under the Montana Highway 

Patrol Retirement Act which are specified as exempt from 

taxation by section 31-221. 

~ ~~t--Meft~eae--~eeme--~ex---r~~ae---er---ere~~e 

~eree~T In the instance that there is a loss from the sales 

or exchanges of capital assets which has been subtracted as 

-6- HB ~ JY 
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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 followinq: 

(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. 

t3t--~ft-~he-eaee-e~-a~ezaer-&f-a-eerpe~teft~~ 

respee~-~-wMel!!l-~-ei:~teft~-"-lm4ier-&eeiut~er 

ST-e!!-~~eel!'ftti-Re--eeele-e£-i:!tS+T-as-l!tl'lle!leleely--H--!i:ft 

eire~~-e~~-~~~-res~-~wftiel!!l-~i:ee~-p~-~ 

~er-see~*eft-&4-i:S&i:T27--as--a.eft&eel~-~-~-~--e£~ 

seje~eel--gres&--~Me--8eee--fte~--~e~e--afty-~~-er-~ 

eer~ePa~ieft~s-~elis~~~el-eaKaei:e-~fte&me~-ft~--e~a~~ 

i:esST--ee~~tai:--~e~ft!t--eP--e~eP--~e~ft&T--~reri~s--er-iesses 

re~~iPeel-~e-ee-ifte~eleel-ift-efte-sharehei:eleP~s-reelePei:--ifteeme 

eaK--aelj~s~eel--grees--ifteeme--ey-Pe&eeft-ef-~-Sft~-ei:ee~ft 

-eeP-eeepeeP--s~-Hewe¥er7--~e--sul!'eftei:eer.Le-d;~ 

~ress--ifteeme--sftai:i:--~~-ae~~~--el~~~ft-i!!'e.-eae 

eePpePa~ieft-~tile-eK~~y--!!M-he-~ea~l!--as--UJt!tMe 

eli¥ieleftds-if-~ e~efta~T-ei:ee~-~e-a&e-ift-eiie&eT~ 

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

read as follows: 
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•a4-4907. Nonresident taxpayers. In the case of a 

taxpayer other than a resident of this state, eelj~seed-~pese 

taxable income includes the entire amount of eelt~s~eel--~P&Se 

taxable 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. Aeljae~eel--~peee 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. 

~-~e-eeee-er-a-~eHpayer-eefteP-eftftft-e-Pesideft~-er-eftis 

s~e~eT-ehe-ded~eeiefte-eii:ewee-~ft-ee~~~~ft~-fte~-ifteeme--sheii: 

ee---ree~rieeeel---ee---ehese--d~ree~i:y--eeftfteeeeel--~~h--efte 

preel~eeieft-ei-M&fteeaa-ifteeme~-A-~emperery-res~deft~-shei:i:--ee 

e~i:ewed--efteee--eled~e~~fte--eii:eweel-e-resieleft~-~-~he-eK~~ 

~-s~eh-eled~~*efts-were-ee~~i:i:y-~aearPeel-eP--e~ftded--~ 

~e-sea~-ei-Msft~eaa-darift~-~e-ee~ee-e~-h~s-res~efteyTft 

Section 7. There is a new R.C.M. section numbered 

34-4910.1 that reads as follows: 

34-4910.1. Personal cred~ts. (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 

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 of 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 84-4902.2 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 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 ~rese taxable income for the 

taxable year of more than e~M--hefterea--e~K~y-~~ve--aeiiare 

~$665* one thousand seven hundred fifty dollars ($1,750), 

and married individuals not filing separate returns and 

having a combined ~reee taxable income for the taxable year 

of more than eae--~he~ea~--~ee--h~narea--~h~rer--aeiiare 

~?i733&r 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. ~e-~rese-ineeme-am&eftes-referrea-~ 

in-~e-~reeea~n~-seneenee-shaii-be-inereaeee-br-siK--h~rea 

aeiiars---~·6e&t--fer--eaeh--eaa~e~nai--~reenei--eKem~eien 

eiiewanee-~-~~erer-~e-en~~eiea-~-eie~m-fer-himseif--ana 

his--s~~se-~~er-see~~n-&4-49i&-~et-ena-~at~-A-neares~aen~ 

ehaii-be-r~~rea-ee-fiie-a-ree~rn-~f-his-~ress--ineeme--fer 

~e-~Mabie-reer-aer~vea-frem-se~eee-wi~~n-Men~ne-eKeeeas 

~e--eme~--ef--ehe--eMem~e~n--aea~e~n-he-is-eneieiea-~ 

eieim-fer-h~mseif-ena-his-e~~se--~aer--~e--~rev~siens--ef 

eeee~en--&4-49i&--~bt7-~et-ana-~at7-es-~rera~ea-aeeera~n~-ee 

para~reph-~it-ef-sa~a-seee~enT A taxgayer 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 

-10- H861"/ 
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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 (d). 

(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 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) Lf 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 required by this act, pay to 

-11-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1097 

the department any balance of income tax remaining unpaid 

after crediting the amount withheld as provided by section 

84-4943, and/or any payment made by reason of an estimated 

tax return provided for in section 84-4939; provided 

however, the tax so computed is greater by one dollar {$1) 

than the amount withheld and/or paid by estimated return as 

provided in this act. 

If the amount of tax withheld 

estimated tax exceeds by more than 

amount of income tax as computed, the 

entitled to a refund of the excess. 

and/or payment of 

one dollar ($1) the 

taxpayer shall be 

{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 oy the 

taxpayer to the department within thirty (30) days after 

notice of ~he 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 

~~e 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 

-12-
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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 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 tne 

return was originally required to be filed to the time of 

payment." 

Section 9. Section 84-4915, R.C.H. 1947, is amended to 

read as follows: 

"a4-4915. Bxem~~~eft 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 

resident, during the 

that of nonresident to that of 

taxable year, he shall file a return 

covering the fraction of the year during which he was a 

resident. Ti<e e!lfell'l!!'~~eft!l personal credits provided in 

section ti4-49±~ 84-4910.1 shall be prorated on the ratio the 

:<lantana e.~;'t1<!11!e~--<J~ess 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 resinence then income 

from such employment is taxable in ~bntana.• 

Section 10. Section 84-4931, R.C.M. 1947, is amended 

to read as follows: 

•s4-4931. Divulging 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 

proceeding under the provisions of this act, or 

action 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 proceediugs 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 tne 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 t..'le department orders 

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 ($1,000.00), 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 inca;?able of holding any public office in ·this state 

-1:3-
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for a period of one (1) year, thereafter. 

(3) .~otwi thstanding the provisions of this section, tne 

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 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 sinilar 

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 identify 

those persons qualifying for the additional exemption for 

blindness pursuant to section ~+-~9~& 84-4910.1 (d), for the 

purpose of enabling said highway patrol board to administer 

the z>rovisions of section 31-127, R.c.~;. 1947. • 
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l Section 11. Severability. If any provision of this 

2 act or the application thereto to any person or circumstance 

3 is held invalid, the invalidity does not affect other 

4 provisions or applications of the act which can be given 

5 effect without the invalid provision or application, and to 

6 this end the provisions of this act are severable. 

7 Section 12. Repealer. Sections 84-4902, 84-4902,1, 

8 84-4906, 84-4906.1, 84-4906.2, 34-4908, 84-4909, and 

9 84-4910, R.C.J.l .• 1947, are repealed. 

10 Section 13. This act is effective for all taxable 

ll years commencing after December 31,1975. 

-End-
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