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_HOUSE  3y1i1 npe __10

INTRODUCED 3y MOORE, BURNETT, WYRICK, KROPP, SMITH, MARKS, TURNER,
BARRETT, RAMIREZ, WOOD, SEIFERT, CURT1SS, FAGG, O'KEEFE, TOWER,
MEYER, PORTER, AAGESON, NATHE, LUND, McLANE, ERNST, COX, ELLERD,
ELLIS, LORY, FEDA, SEVERSON, VINGER, KEYSER, XVAALEN, FABREGA,

A BILL FOR AN ACT ENTITLED: ®AN ACT TO AMEND SECTION
84~4910¢ ReCaMe 1947y TO PROVIDE FOR A PERSONAL EXEMPTION OF

3750 IN COMPUTING TAXABLE INCOME."™

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

Section le Section 84-4910y ReleMe 19474+ is amended to
read as follows:

¥84—-4910. Exemptionse far——A}iowence———of-——Personai
Exempetiony {1} In the case of an individuals the exemptions
provided by this section shall be allowed as deductions in
computing taxable income.

th¥(2) Faxpayer-—snd—-Spouvses An exemption of 3%
hundred—-—f+fey-—dottars——4$658% $750 shall be allowed for
taxaple years beginning after December 31, 4943 1976s for
the taxpayer; and an additional exemption of stx-hundred
frfty-dottars-1+4$659% 3750 shall be allowed for taxable years
baginniny after Decewber 31, +9¥3 1976s for the spouse of
the taxpayer if a separate return is made by the taxpavers
and if the spouses for the <c¢alendar year in which the
taxable year of the taxpayer beginss has no gross income 2nd
is not the dependent of another taxpayer.

te¥ (3] Additronat-—Exemption——for—Faxpayer-—or-Soouse

tqed-Sixty—Five——{653——or——Hores +{1}{a} Fer-—taxonyers An
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additicnal exemption of s+x——hundred-fifty-dodInrs-—$$6583%
$7159 shall be allowed for taxable years beginnina after
Decembor 31y 19%3 1976, for the taxpayer if he has attained
the ace of s+xty-five {65% before the close of his taxahle
yeare

€2¥(b) For-—spousew An additional exemption of s+x
hundred-f+fety—dottars-—-£56583 2750 shall be allowed for
taxable vyears beqginning after Decembef 31y 3¥93¥3 1976 for
the soouse of the taxpayer if a separate return is made by
the taxpayery and if the spouse has attained the age of.
sixty-five {65} years before the close of such taxable vyear
andy for the calendar year in which the taxable year of the
taxpayer beginss has no gross income and is not the
dependent of another taxpayer.

td¥{4) Addittonot-—Exemptron—Ffor—Blindness—of-Faxpayer
or-Spouser ti+{3) Fer-taxpayerw An additional exemption of
s+x-~hundred-——fifty—dotiars—{£5658F $750 shall be allowed for
taxable years beqinning after December 31ls +#3¥3 13278+ for
the taxpayer if he is blind at the close of his taxable
years

£2Y{b} ¥Fer—spouses AN Jdditional exemption of s+x
hundred——frfey-—dot¥ars——{$6568F% 35750 shall be allowed for
taxable years beginning after December 31s 19%3 19764 for
the spouse of the taxpayer if a separate return is made by

tne taxpayer and if the spouse is blind andes for the
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catendaer vyear in which the taxable year of the taxpayer
beginss has no gross income and is not the devendent of
anothar taxpayere For the purposes of this parzaraphs the
determination of whether the spouss is blind shall be made
as of the close of the taxable year of the taxpayerts excepnt
that if the spouse dies during such taxable yesr suweh the
determination shall be made 3s of the time 5f suelw deathe

£3¥{c} Bitndness—-definedwy Ffor purposes aof this
subsectiones an individual is blind only if his central
visual acuity does not exceed 29/200 in the better eye with
correcting tensesy or if his visual acuity is greater than
207200 but is accompanied by a limitation in the fields of
vision such that the widest diameter of the visual field
subtends an anale no greater than 20 deqreess

te3(5) Additional-Exemption—Ffor—Bependentsy t13{a) iIn
generats AN éxemption of six-hundred-fifty-cottars—{5656%
$750 shall be allowed for taxable vyears becinnina after
December 31y +9%3 }1976s for each dependent:

th¥{i) whose whose aross incom2 for the calendar year
in which the taxable year of the taxpayer begins is less
than s+x—hundred-fifty—dottars—{$658% 37150 shait-beo—aitowed
for—taxable-years-pearnning-after-december—3iv-19¥3y; or

£6¥{ii} Whe who is a child of the taxpayer and whoi

t+¥{A) has not attained the aae of ninetesn {19} vyeasrs

at tne close of the calendar year in which the taxable year
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cof the taxpayer beqginsyj or

+++3{B] is @ student.

$2¥(b) Exemption—dentad-in-——cmase——of-—certatn--marrred
depen-ientsy No exemption shall be allowerl under this
subsection for any dependent who has made a joint raturn
with his spouse for the taxable year beginning in the
calendsr year in which the taxable year of the taxpayer
beginss

£3¥({c) Er+td——-defineds For purposes of parasraph—{i¥
+8¥y subsection (5)f{a)i{iils the term "child"™ wmeans an
individual who is a sons stepsons daughters or stepdauahter
of the taxpayer.

t+4¥{d} Student—snd-—educational——instituvtion——defirneds
For purposes of paragraph——{iy——¢By——+t++}y subsection
£53{a){iil(B)s the term "“student™ means an individual who
during each of f+ve £5% calendar months durino the calendar
year in which the taxanble year of the taxpayer beqginsw:

tA¥fi) %s is a full-time student at an educational
institutions or

$23¥{ii} +s is pursuina a fu¥dt-time full-tims course of
institutional on—farm training under the supervision of an
accredited anent of an educational institution or of a state
cr political subdivision of a states. For npurposes of this
paraqar.aphy the term "educational institution® me2ns only an

egucational institutisn which normally maintains a reaular
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faculcy and curriculum and normally has a regulariy
organized body of students in attendance at the place where
its educational activities are carried on.
£¥1{6) Seners}-Befinittony For purposes of this sections

the term "dependent® means any of the following individuals
cver half of whose supports for the calendar yesr in which
the taxable vyear of the taxpayer beginsy was received from
the taxoayer:

+1¥{a) #£ g son or daughter of the taxpayery or a
descendant of eithery;

t2¥{b}l * g stepson or stepdaughter of the taxpayervi

£3Y[¢c) A 3 brothers sisters stepbrothers or stepsister
of ths taxpayervyi

t4¥{d) Fhe tbe father or mother of the taxpavery or an
ancestor of eitheryj

+5¥+i2) % g stepfather or stepmother of the taxpayery:

£6¥(f) * 3 son or daughter of 3 brother or sister of
the taxnayervy;

++¥£{3) A 2 Dbrother or sister of the father or mothar
of th? taxpayervyi

£8¥({bh) A 3 son—-in-laws daughter—in-laws father—-in-1aws
mother—in—-lawy brother—in-lawy or sister—in-law of the
taxpayeryi

£9%¥{1)} #n an individual whoy for the taxahle year of

the taxpayere has as his principal place of abode the home
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of the taxpayere and is a member of the taxpayer's
householdy: or

t483£j) An an individual who :

+A¥{i) is a descendant of a brother or sister of the
father or mother of the taxpayerwi

t2¥(ii} for the taxable year of the taxpayer received
institutional care required by reason of a physical or
mental disabilityy; and

$€¥[iii) before receiving such institutional cares was
a member of the same household as the taxpayere

ta¥{7} Ruoles——Reloting——to——Generst--Befintttons For
purposes of this section:

t+1¥(a) Fhe the terms "brother® and "sister" include a
brother or sister by the half bloodw;

+2¥ (b} In in determining whether any of the
retationships specified in subsecticon {a) or paragraph |89
of this subsection existsy a legally adooted child of an
individual shall be treated as a child of such individual by
blooda

thyfg) OSetermination—of-Maritatl-5Statuss For purposes
of this parts

tt¥{a)l +he the determination of whether an individual
is married shall be made as of the <close of his taxable
yeaarts except that if his spouse dies durino his taxable

year such determination shall be made as of the time of sueh
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death; and

tZ34D) #n an individual leaally separated from his
spouse under a decrees of diverce or of separate maintenance
snall not b» considered as married.

t+3(9) Profet+on-o§—exempt+an-deduct+on—+n~the—case—ef
a—monrestdent-taxpayer

t1+¥ The exemption deduction shall be prarated
according to the ratio the taxpayer's Montana adjusted gross
income bears to his federal adjusted qross income."
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STATE OF MODNTANA
' REQUEST NO. ___8-77

FISCAL NOTE

| . . Form BD-15 a

*comp‘liance with a written request received __January § , 1912 , there is hereby submitted a Fiscal Note
for _ House Bill 10 _ pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION

House Bill 10 calls for an incresse of $100 ($65C to $750) in the personal exemption aliowanca for taxable income. This exemption would apply to the
taxpayer, spouse, dependents, taxpayers ovet 65, taxpayer's spouse over 85, blind taxpayers, and blind spouses of taxpayers,

ASSUMPTIONS

1. The Departmant of Revenue income tax revenue projections of $123.732M in FY 78 and $140,093M in FY 79 were assumad to be correct.

2. ‘The portion of tax, within each of tha $1000 brackets of Montana taxable incoms {up to $50,000), will remain constant throughout the biennium.

3. The change in taxes resulting from this legislation equals $100 x average number of axemptions x the marginal tax rate for each bracket x

the number of taxpayers.in each bracket. ‘

4, There will be additional refunds in FY 78 because taxes wiil be withheld assuming a $650 exemption in the last half of FY 77. This
will result in an additional 2% loss of revenue in FY 78.

. The margin for error was set at 1% for this ¢calculation,

. The tax tables will remain unchanged throughout the biennium,

. Administrative costs will remain unchanjed over the biennium,

LONG-RANGE EFFECTS

~NO;m

There will be a decline in income tax colluctions of around 3.6% in future vea}s due to this pro{:osed legisiation.
TECHNICAL NOTE
No mention of which tax years are affected. Should have:

“Section 2, This act is effective for taxable years beginning on or after January 1, 1977. (If this is to be effective for calendar year 197 '

~CAL IMPACT

FY. 78 . EY 79
Income tax colfection under current taw $123.,732mM $140,093M
income tax collection by increasing the amount of the A : K
exemption under proposed law . $120,780M—$118.388M $136.843-5134,133M
Decrease in revenue ‘ ($2.95M)-($5.344M) 1$3.250M)—($5 960M),
ey

CONCLUSION

The decline in income tax collections resulzing from this bitl ‘will be about 3.5% from. the levals that would occur in absence of this bill.

PREPARED BY: Department of Revenus

BUDGET DIRECTOR
Office of Budget and Program Plenning
Date: Y Rt / / - 71._ J




