45th Legislature

10

11

12

13

14

15

16

17

L8

19

20

21

22

23

24

25

LC 071i/01
H BILL no. S0/

INTRODUCED BY m*

A BILL FOR AN ACT ENTIFTLED:  ™AN ACT TO AMEND SECTION

84-4908y RelaMs 1947y TO INCREASE THE STYANDARD DEDUCTION AND
TO PROVIDE AN ALTERNATIVE DEDUCTION FOR THE LOW-INCOME AND
ELDERLY; AMENDING SECTION 844910y ReCaeMe 1947+ T4 INCREASE
PERSONAL EXEMPTIONS; REPEALING SECTION B84-4302els ReCeMeo
1947y TO REPEAL THE SURTAX; PROVIDING A DELAYED EFFEITIVE

DATE."™

BE I¥ ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Section B4—4908s ReleMs 19479 is amendad to
read as follows:

"34-490Bs Alternative deduction allowed in computing
net incomee {l} In the case of a resident individualy a
standard deduction =a2gqual to ten——per-—ecent——ti8%+ 1l.% of
adjusted grass income shall be allowed if elected by the
taxpayer on his returne. The standard deduction shall ge in
lieu of all deductions allowed under section B84-4906y RelaMa
1947, The maximum standard deduction shall Le five-—nRundred
dollars——+$586+ $13000 except in the case of a single joint
raturn of husband and wife the maximum standard deduction
shall be one-thousend-~dottars—{$1y08603 $2:000. The standard

deduction shall not be allowed to either the husband or the
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wife (if the tax of one of the spouses is determined without
regard to the standard deductione for purposes of this
sections the determination of whether an individual is
married shaltl be made as of the last day of the taxable
year; provideds howevery if one of the spouses dies during
the taxable year, the determination s5hall be made as of the

date of deathe.

set _forth_ in the table below may be taken in lieu of all
deductions gllowed under 84-4906e

Where the taxpayers adjusted  The alterpative deductioo
Qross_income _is:t shall be:
fa) $£92000 - $10:000-cc——=—————c——u——o 324500
D) 384000 - $82999499--——~ $2260)
(c) $75000 - $7+99999 i $2+1700¢
{dY 552000 - $63999.9F~———T—m== 329300
{e) Under Sy T ———=$3.000"

AE 52/
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Section 2« Section 84-4910+ ReCeMa 1947y is amended to
read as follows:

"B84-4310. Exemptionse tar-—At+towance———of--—Personat
Exewptions (1] In the case of an individuals the exemptions
provided by this section shall be ailowed as deductions in
computing taxable income.

t©3(2) Faxpayer—-and——-Spouses AN exemption of ¥
hundred-—fifty——dottars—+3$6583 $750 shall be aliowed for
taxable years beginning .after December 31y 3973 1976s for
the taxpayer; and an additional exeaption of six-—hundred
fifty-dodters—{35656% $750 shall be allowed for taxable years
beginning after December 31e¢ £¥9¥3 19762 for the spouse of
the taxpayer if a separate return is made by the taxpayers
and if the spouses for the calendar year in which the
taxable year of the taxpayer beginss has no gross income and
is not the dependent of another taxpayere

ftey{ld) Additionsi-—Exemption——for-—Faxpayer-—or-Spouse
Aged-Sixty—Five-~—{65y——or——dores {i¥({a) For-—texpayers An
additional exemption of six——hundred—fifty-dotinrs—{$656%
$750 shall be allowed for taxable years beginning after
December 31+ ¥9¥3 1976y for the taxpayer if he has attained
the age of sixty—five t65% before the close of his taxable
yeare

t2¥{h) For——spouses An additional exemption of six

hundred-fifey—dottars——{+$658) $750 shall be allowed Ffor
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taxable vyears beginning after December 3ls 19¥3 1916, for
the spouse of the taxpayer if a separate return is wmade by
the taxpayery and if the spouse has attained the age of
sixty-ftve $65% years before the close of such taxable vyear
andes for the calendar year in which the taxable year of the
taxpayer beginse has no gross income and is not the
dependent of another taxpayere

+d4¥[4) Additional—Exemptron—for-Biindness—of-Faxpayer
or-Spousew ti)f{g) For—taxpayers An additional exemption of
six-—hundred-—f+fey—dottars—4$6583 $750 shall be alliowed for
taxable years beginning after Decemper 31y 19¥3 1976y for

the taxpayer if he is blind at the close of his taxable

yeare

+24{D) For—-spousewy An additional exemption of six
hundred-—f+fey-—doFtars-—t$550% $750 shall be allowed for
taxable years beginning after December 31y 19¥3 1976y for
the spouse of the taxpayer if a Separate return is made by
the taxpayer and if the spouse is blind ands for the
calendar year in which the taxable year of the taxpayer
beginss has no gross income and is not the dependent of
another taxpayere. For the purpeses of this paragraphes the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayertas cxcept
that if the spouse dies during such taxavle year suach the

determination shall be made as of the time of such deathe
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+37[c)] B¥indness—-defineds For purposes of this
subsections am individual is blind only if his central
visual acuity does not 2xceed 20/200 in the better eye with
correcting lensesy orF 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 angle no greater than 20 degreese

te¥{5}) Additional-Cxenpbion-—for-Bependentss ti3(a} #n
generals An exemption of six—hondred-fifey—dotters—{5658)
$750 shall be allowed for taxable  years beginning after
December 31y #9F3 1976s for each dependent:

t&¥{i) HWhose whose gross income for the calendar year
in which the taxable year of the taxpayer begins is less
than aséx—hondred—fifty-dolters—15$658¥ 3150 shati—-be-atrtowed
for-taxable-years-beginning-after—Decenmber-31v—19¥3v; or

+B¥Lii)l ¥Who who is a child of the taxpayer and whoa:

++3¥{A} has not attained the ag2 of nineteen {19}y years
at the close of the calendar year in which tie taxable year
of the taxpayer beginsyi or

+++¥{B) is a student.

£2%{h) Exemption-denicd-in-—cose——cf-—certain--moarried
dependentss No exemption shall ‘be allowed under this
subsection for any dependent who has made a joint return
with his spouse for the taxable year beginning in the

calendar year in which the taxable year of the taxszayer

—5=
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beginss

t3¥(c) Ehitd--defineds For purposes of pearsgraph—{i}
t8¥y subsection _{5)({a){iils the term *child™ wameans an
individual who is a sones stepsony daughters or stepdaughter
of the taxpayere.

th¥id) Student-and——educationst-——-institotion-——defirneds
For purposes of poragraph——+t1y——48y——t++¥v subsection
{5)(a)j{iij{3)s the term "student™ means an individual who
during each of ftwve {5% calendar months during the calendar
year in which the taxable year of the taxpayer beginss:

tA¥{i}) ¥ is a full-time student at an educational
institution; or

+8¥Lii) s js pursuing a fold-time full-tjime course of
institutional on-farm +training under the supervision of an
accredited agent of an educational institution or of a state
or political subdivision of a statee. For purposes of this
paragraphs the term "educational institution™ means only an
educational institution which normally maintains &a regular
faculty' and curriculum and normally has a2 regularly
organized body of students in attendance at the place where
its educational activities are carried one

+¥¥{6) oSenerat-Befinitions For purposes of this sections

the term ™dependent® means any of the following individuals
over half of whose supports for the calendar year im which

the taxabls year of the taxpayer beginses was received from

——
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the taxpayer:

tt¥{a} + a son or daughter of the taxpayery or a
descendant of eitherv;

t2¥(b) +* 3 stepson or stepdaughter of the taxpayervi

t3¥{c)] % 3 brothery sistery stepbrother; or stepsister
of the taxpayeryi

t4¥(d) Fhe Lhe father or mother of tha taxpayery or an
ancestor of eitherv;

t5¥(e)l * 3 stepfather or stepmother of the taxpayervyi

t6¥{f} * 3 son or daughter of a brother or sister of
the taxpayervyj

t¥¥igl * a brother or sister of the father or mother
of the taxpayervi -

t83{h}l * 3 son-in-laws daughter—in-lawsy father-in-1awse
mother—in-laws brother-in—-lawe or sister—-in-law of the
taxpayery;

+9¥(i1 An 3an individual whos for the taxable year of
the taxpayers has as his principal placz of abode the home
of the taxpayerr and s a member of the taxpayer®s
householdyi or

£+83[j} #m an individual who =

t*¥L{il is a descendant of 2 brother or sister of the
father or mother of the taxpayervyj

+83(ii) for the taxable year of the taxpayer received

institutional care reguired by reason of a pnysical or
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mental disabilitys; and

tE¥{iji) before receiving such institutional cares was
a member of the same household as the taxpayere

ta¥il)l Routes--—Retating —to——Generel-——Befinitiony For
purposes of this section:

+*¥ia) Fhe the terms "brother™ and ®sister® inciude a
brother or sister by the half bloodws;

t2¥(b} ¥n in determining whether any of the
relationships specified in subsection (a) or paragraph {1)
of this subsection existsy & legally adopted child of an
individual shall be treated as a child of such individual by
bloode

th¥{8) Betermination-of-MHarita}-Statuss For purposes
of this part;

f1¥(a) ¥he the determination of whether an individual
is married shall be made as of the close of his taxadle
yeartsy except that if his spouse dies during his taxable
year such determination shall be made as of the time of such
death; and

+24(b) #n an individual Jlegally separated from his
spouse undz2r a decree of divorce or of separate maintenance
shall not be considered as marrieda

++3(3) Froration—of-exemption—deduction—in—the-case-of

- a-nonresident-taxpayer

£y The exemption deduction shall be prorated

—-a—
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according to the ratio the taxpayer's Montana adjusted jross
income bears to his federal adjusted gross income.”

Section 3. Repealer. Section B&~4902.ls ReleMe 1947y
is repealede

Section 4. Effective datee This act applies to all
taxable years beginning after December 3ls 1977,

—-End-

—-Q-



STATE OF MONTANA

) , REQUEST NO. . 23877 o/
o FISCAL NOTE
“w Form BD-15
“In compliance with a written request received January 26 .19 .77 there is hereby submitted a Fiscal Note
for House Bill 501 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 LEGLSLATION

# Pertaining to the following proposed changes in individual income tax: increases standard
deduction, provides an alternative deduction for low-income families and the elderly,
increases the personal exemption allowance, and repeals the surtax.

x ASSUMPTIONS

b 1. 40% of taxpayers with taxable income less than $6,000 will be eligible to claim the
alternative deduction allowed by the proposed law.
2. 40% of taxpayers with taxable incomes in the range $6,000-%7,999 and who do not

4 file itemized returns, will be eligible to claim the alternative deduction allowed
by the proposed law.

3. The percentage decrease in calendar year tax liability which results from a
simulation of the 15% standard deductiorn (maximum of 52,000 for married-joint \.f
returns, and $1,000 for others), a $750 personal exemption allowance, assumptions
1 & 2, present tax rate schedule, and elimination of the surtax on data obtained

- from returns for calendar year 1975 will apply equally to the Department of Revenue
forecast of individual income tax liability for calendar years 1978 and 1979.

4. The individual income tax liability for calendar year 1977 is determined so as to

¢ be consistent with present law assumptions.

,;
FISCAL IMPACT

¢ FY 78 FY 79
Individual Income Tax Collections
under present law. $123.732M $140.093M
‘ Iindividual Income Tax collections
o under proposed law. $120.148M $118.897M
o DECREASE IN INCOME TAX COLLECTIONS 'S _3.584M_ $ 21.196M

LONG~-RANGE EFFECT

The proposed law would reduce fiscal year collections by 15.5% from the values that would
obtain without a change in the present law.

PREPARED BY DEPARTMENT OF REVENUE ~ /(/1__1 A ('__Q O/ u—z,l;__‘n .

BUDGET DIRECTOR J-‘Yv
B ) Office of Budget and Program Planning -
Date: > - =7 7




