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~ ... BILL NO.~ 

INTRODUCED BY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO AMEND SECTION 

84-4908, RoCoMo 1947, TO INCREASE THE STANDARD DEDUCTION AND 

TO PROVIDE AN ALTERNATIVE DEDUCTION FuR TrlE LOW-INCOME AND 

ELDERLY; AMENDING SECTIDN 64-4910, R.C.~. 1947• TO INCREASE 

PERSONAL EXEMPTIONS; REPEALING SECTION 64-4902.1, R.C.Ho 

1947, TO REPEAl THE SURTAX; PROVIDING A DELAYED EFFE:T1VE 

DATE.• 

BE IT E"\IACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 64-4906, R.C.Mo 1947, is amended to 

read as follows: 

•a4-4906o Alternative deduction allowed in computing 

net income. L~ In the case of a resident individual, a 

standard deduction "aqual to teft--pe .. -~nt---1--ti:Hlt .la of 

adjusted gross inco~e shall be allowed if elected by the 

t3xpayer on his return. The standard deduction shall ue in 

lieu of all deductions allowed under section 64-4906, R.c.M. 

1947. The maximum standard deduction shall be +~ve--n~~~ 

de++~~--t*7667 liLQQQ except in the case of a single joint 

r2turn of husband and wife the maximum standard deduction 

shall be ~e-the~~d-det~a1's-t~-tT6667 ~~Q. The standard 

deduction shall not be allowed to either the husoand or the 
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wife if the tax of one of the spouses is determined without 

regard to the standard deduction. For purposes of this 

section, the determination of whether an individual is 

~arried shall be made as of the last day of the taxable 

year; provided• however, if one of the spouses dies during 

the taxable year, the deter•ination shall b~ made as of the 

date of death. 

121 The~hall De--An_ alternative ·dedyctjon for 

low=jncome fa~_2~~ns oyer 62 years of age. For 

married _Q£Lsons filjng__jg~ returns and for persons 

~lajmio>] ~ of household status as defjned jn s¢ctjon I of 

the ·Internal Reyenye Code of 1954 where thg ad !ySted gross 

income _gf__the persons filing jointly or the adjusted ~ross 

income of the taxpayer claiming bead of ho~d status 

does not exceed SlQ,QQQ and for gersons gyer ·age "62 whose 

2djusted gross income do~ot exceed SlOaOQO• the dedycti2D 

~!;l..t_L2r:.th jn th!LL!ble belo~x_tlg~_in_ljeu of _.all. 

~edyctjons al~ynder 84-4~06. 

Wh?re the ~ers adiu~ed The alternative deductjan 

oross inc_ome t s: shall be: 

LS!L-l.'h!!lllL=._ll~===--- S0.2.Q,_ __ _ 

.Lb.L-AlilMJL::_:tB. 999.9'1====-----SO.(Ul.,... __ _ 

Ltl __ l.hQQ.Q ~99----------------lk2~·i7~o~o ____ _ 

LQL~21QQ~=-~·99------------- -sz~.a~· o~o~--­

~L~d~~ooo------------------- ~~~Q" 
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Section 2. Section 84-4910o R.c.H. 1947, is amended to 

read as follows: 

•a4-49lO. exemptions. ~--•++cwe~e---o~---Per~o~ 

Exe.p~+~• ~ In the case of an individual, the exemptions 

provided by this section shall be allowed as deductions in 

computing taxable income. 

Tt>-ti.ll -f..,..,...,~--.. nd--5~e· 

hun~ed-~~y--deller~tsa~ ~ 

An exem~tion of ~~ 

shall be allowed for 

taxable years beginning after December 3lo ~9T3 12121 for 

the taxpayer; and an additional exe•ption of ~+x-hand~ 

~+rty-do~-fSb56t ~shall be allowed for taxable years 

beginning after December 31o ~~ ~ for the spouse of 

the taxpayer if a separate return is made by the taxpayer, 

and if the spouse, for the calendar year in which the 

taxable year of the taxpayer be~inso has no gross incoee and 

is not the dependent of another taxpayer. 

t~till Add~+o~+--Exe.pt+oft--+o~---fex.,ayer--or-5poase 

·~~-5+xty-++we--tost--or--M~ ~tLal ~r--toxpaye~. An 

additional exemption of ~x--handred-++~y-do++er~-t*65~ 

~L2~ shall be allowed for taxable years beginning after 

December 31• *9T3 12L21 for the taxpayer if he has attained 

the age of s+x~y-++we t65t before the close of his taxable 

yea~. 

trtLQi For--spoaS@• An additional exemption of s+x 

~nMM-~-'d&l+ers--f*659t S72Q shall be allowed for 
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taxable years beginning after Dece~ber 3lo *9T3 ~~ for 

the spouse of the taxpayer if a separate return is made by 

the taxpayery and if the spouse has attained the age of 

~---"~+Ye t·o5t ~ befo~e the close of such taxable year 

and, for the calendar year in ~hich the taxable year of the 

taxpayer begins• has no gro~s income and is not the 

dependent of another taxpayer. 

Tftt~ Add+t+onftl--Exem~t+on-+or-SlTndftes~-~+-T~xpeye~ 

or-Spea~• f*tLgl Fer-tft~T~ An additional exemption of 

~+x--ftaft~--~+Tty-dol+o~~-t*659t lL2Q shall be allowed for 

taxable yea~s beginning after Decemoer 3lo T9T3 ~ for 

the taxpaye~ if he is blind at the close of his taxabl~ 

year. 

t~t~ For-~poa~ An additional exe•ption of ~+x 

ha~--+~ty--de~~ers--t~u~at !I20 shall be allowed for 

taxable years beginning after December 31o T~T3 ~~ for 

the spouse of the taxpayer if a separate return is made by 

the tax;>ayer and if the spouse is blind and. for the 

cal en dar year in which the taxable yea~ of the taxpayer 

begins, has no gross income and is not the dependent of 

another taxpayer. For the purposes of this paragraph. the 

determination of whether the spouse is blind shall be made 

as of the close of the taxable year of the taxpayer~J except 

that if the spouse dies during such taxable year ~a~h ~ 

determination shall be made as of the time of ~aeh death. 
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subsection, an individual is 

For 
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purposes of this 

only if his central 

visual acuity does not ~xceed 20/200 in the better eye with 

correcting lenses~ oT if his visual acuity is great~r than 

20/ZOO but is accompaniad by a li•itation in the fields of 

vision such that the widest diameter of the visual fielJ 

subtends an angle no greater than 20 degrees. 

teti2} Add~+ene+-E•e•~+en-+e~-&e~e~t~• ~tl~ Tft 

9en,...M,. An exemption of ~i-..-lut~ed-+Hty-do++e~~*t>'>at 

~shall be allowed for taxable years beginning after 

December 31, ~~T3 ~ for each dependent: 

t•tLil w~ ~ gross income for the calendar year 

in which the taxaole year of the taxpayer begins is less 

than ~+x-hundree-+Hty-dc++ar~t*656t 1l2Q ~h~-be-oT+ewe~ 

+er-te~ob+e-yeers~beg+nn~g-o+ter-B~eabar-3~y-T~~i or 

tBtliLl Vhe ¥hQ is a child of the taxpayer and wh~~ 

t+tLAl has not attained the ag~ of n~n@teen 119t years 

at the close of the calendar year in which the taxable year 

of the taxpdyer beginsyi or 

t++t.UU is a student. 

t~tLQl E~~t~-8eft+ed-+n--eose--~--ee~te+n--M~~+~ 

tfe,endents .. No exemption shall ·be all owed 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 ~f the tax~ayer 
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begins. 

t3t.LU. c!oo++d--de++nedw For purposes of 1'8r~oph-t~t 

tBtT ~~iQn_ 15l!al!ii1L the term "child• means an 

individual who is a sont stepson. daugnte~. o~ stepdauqhte~ 

of the taxpayer. 

t~t~ 5tad~nt-and--edueet+eno+--+nst+tut~--de~ne~ 

For purposes of po~~wph--t~t--tBt--t+ttY subsection 

!51Ca!Cijfttl)• the term •student• means an individual who 

during each of ~+Ye tS7 calendar months during the calendar 

year in which the taxable year of the taxpayer beginsw~ 

tAtLii TS ~ a full-time student at an educational 

institution; or 

tBtlill TS ~pursuing a ~+~tme full-time 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 state. For purposes of this 

paragraph, the term •educational institution• means only an 

educational institution which normally maintains a reqular 

faculty and curriculum and normally has a ~egularly 

organiLed body of students in attendance at the place where 

its educational activities are carried on. 

tft~ ~enero+-Be++n+t+Oft• For pu~poses of this section. 

the term "dependent• means any of the following individuals 

over half of whose suppo~t. for the calendar year in which 

the taxable year of the taxpayer begins. was received from 
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u; ont;ot 

the taxpayer: 

t~Lal * g son or daughter of the taxpayer~ or a 

descendant of either~~ 

t~tLhl * ~ stepson or stepdaughter of the taxpayer~i 

t3tLk! A g brother• sister. stepbrother~ or stepsister 

of the taxpayeryi 

f4tLQ1 ~ ~~ father or •other of th2 taxpayery or an 

ancestor of eitheryi 

f5t~ * g stepfather or stepmother of the taxpayeryi 

tvtLLl A g son or daughter of a brother or sister of 

the taxpayeryi 

t~t~ • g brother or sister of the father or mother 

of the taxpayeryi 

tetLhl • ~ son-in-lawo daughter-in-lawo father-in-law. 

mother-in-law. brother-in-law. or sister-in-law of the 

taxpayeryi 

T9tLll An gn individual whoo for the taxable year of 

the taxpayer. has as his principal place of abode the home 

of the taxpayero and is a member of the taxpayer•s 

household~i or 

t±etLJl An 2n individual who ~ 

f*till is a descendant of a brother or sister of the 

father or mother of the taxpayeryi 

tstLill for the taxable year of the taxpayer received 

institutional care required by reason of a physical or 
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mental disabilitYTi and 

tttlilil before receiving such institutional care. was 

a member of the same household as the taxpayer. 

t~Lll R~---Re+ft~ftg--te--6ene~+--&e+~ft~t~oftw For 

purposes of this section: 

~tLal ~ tn~ terms •brother• and ~sister• include a 

brother or sister by the half bloodwi 

t~t.uu +n .iD. determining whether any of the 

relationships specified in subsection (a) or paragraph ll) 

of this subsection exists• a legally adopted child of an 

individual shall be treated as a child of such individual by 

blood. 

thtial Set~ftet*oft-of-Mft~~~-Stet~. For purposes 

of this parti 

~tLal ~e ~determination of whether an individual 

is married shall be made as of the close of his taxaole 

year~~ except that if his spouse dies during his taxable 

year such determination shall be made as of the time of ~aeft 

death; and 

trtLnl An an individual legally separated from his 

spouse und~r a decree of divorce or of separate maintenance 

shall not be considered as married. 

~tL2l Preret~on-o+-e~mptTen-dedHet~-~-the-e~e-o+ 

e-nenre~T~nt-taxpaye~ 

~t The exemption deduction shall be prorated 

-e-
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according to the ratio the taKpayer•s Montana adjusted gross 

2 income bears to his federal adjusted gross income.• 

3 Section 3. Repealer. Section B~-4~02.1• R.C.M. 1947• 

4 is repealed. 

5 Section 4. Effective date. This act applies to all 

b taKable years beginning after December 31• 1977. 

-End-
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STATE OF MONTANA 
REQUEST NO. 238-77 

.w FISCAL NOTE 

Form BD·/5 

In compliance with a written request re.::aived . January 26 --~-, 19 _'I!__ , there is hereby submitted a Fiscal Note 
" for_ House Bill 501 pursuant to Chapter 53, Laws of Montana, 1965 · Thirty-N!nth Legislative Assembly. 

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

• of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION 

·• Pertaining to the following proposed changes in individual income tax: increases standard 
deduction, provides an alternative deduction for low-income families and the elderly, 

t 
increases the personal exemption allowance, and repeals the surtax. 

~ ASSUMPTIONS 

1. 40% of taxpayers with taxable income less than $6,000 will b€ 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 
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 deductior. (maximum of $2,000 for married-joint ~ 

returns, and $1,000 for others), a $750 personal exemption allowance, assumptions 
1 & 2, present tax rate schedule, and eJimination 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 

Individual Income Tax Collections 
under present law. 

Individual Income Tax collections 
under proposed law. 

DECREASE IN INCOME TAX COLLECTIONS 

LONG-RANGE EFFECT 

FY 78 FY 79 

$123. 732M $140.093M 

$]20.148M $118 .897M 

'$ 3. 584M. $ 21.196M 

.. ,.. ·-

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

PREPARED RY DEPARTMENT OF REVENUE /) ..L () .. J 4..,_. . 
-f~~-~--.{)L-- v-- __:-"::-=.....,.. -k1-

BUDGET DIRECTOR J. \) ~ ... 

Office of Budget and Program Planning . 

Date: ."l.., - i -· 7 7 


