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BILL NO. 20‘2&
INTRODUCED BY _Wrﬂ

A BILL FOR AN ACT ENTITLED: ™AN ACT TO INCREASE THE GROSS

INCOME LIMITATIONS WHICH MUST BE MET BEFORE A TAXPAYER IS
REQUIRED TO FILE A RETURN; TO REQUIRE THAT TAXPAYERS ADOPT
THE SAME FILING STATUS FOR STATE PURPOSES AS THEY UTILIZE ON
THEIR FEDERAL INCOME TAX RETURN; TO PROVIDE FOR A CREDIT
AGAINST INCOME TAX LIABILITY 1IN PLACE OF THE PERSUNAL
EXEMPTION DEDUCTION; TO REDUCE THE SURTAX AND YO PROVIDE FOR
A LDCAL GOVERNMENT SURTAX; AMENDING SECTIONS B4-4902.1¢
84-4910e AND B84—-4914s ReleMe 1947; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE."™

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

Section le Section §4-4914s RelaM. 1547y is amended to
read as %olious:

"34—4914« Returns and payment of tax —— penalty and
inter2st — refunds -— creditss (1) Every single indiviaual
2nd every married individual not fiting a joint return with
his or her spouse and having a gross income for the taxable
year eof-mere-then-six-hundred-sixty—five-dottors—t5665¥y in
excess of $1:750 and married individuals not filing separate
returns and having a cowmbined gross income for the taxabla

year of-more-than—one—thoosend—three-hundred—thirty—doti=rs
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151336y - jn__excess of $2+900 shall be liable for a return
to be filed on such forms and according to such rules and
regutetiorna as the department of revenue may prescribee. The
preceding gross income amounts—referred-to—in—the--preceding
sentence ljmits shall be increased by six—hundred-doitars
t$6868% $900 for each additional personal exemption allowance

the taxpayer is entitled to claim for himself and his spouse

under section 84-4910 +e¥{l)] and +d¥{4}. A__nporresident

B85789I0{9). A nonresident parrieéd coupleé ‘making .a jeint
return shall——be is required to file a return if his their

gross incowme for the taxable year derived from sources
within Montana exceeds the amount of-the—exemption—deduction
allowed for _such Couples by this subsectiop he—Fa-enmtitied
to-ciain—for—himsedf-and—his—spouse—under—the-provisions——of
section——84—4218——tbtv—tet—and—{dd, as prorated according to
paregraph—{i—of-satd-section B4-4210(%).

{2) In-accordance-with—instructions—set-forth--by—-the
departmenty—-every Each taxpayer who is married and living
with husband or wife and whg is required to file a return
mayy—-at-hirs-or-her-optiony—fite—a—jotnt—return—with-husband
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or—-wife—even—though—one—of-the——sponses——hss——neither--gross
ineome—nor——deductionsy——if-a—joint—return-is-madevr—the—tax
shalt-be—computed-on-the-aggregate-taxable—-income——ond-—the
Fiabitity-with-respect—to-the—tox—-shalti-be—joint-and-several
¢ £il - ] itt 5 ni ; fil
returns to the federal government ors in the event of _an

" ] £il f 1 indivi 1i
ta tur p file - jeint state indivi R
returnd with bis or hHer spouse. #f The tax on a joint return
hos——been—fited-for—a—taxable-yearv-the-spouses—may-not—Ffite
sepoarate—returns—after—the-—time-for-—fiting—the—-return——of
either——has—expiredv-untess—the—department-sc—-consents shall
t 1 .

ligbili - t 11 - .
severals

{3} If any such taxpayer is unable to wmake his own
returns 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 taxpayere.

{%#) A1l taxpayerss includings but not Timited to those

subject to the provisions of sections 84-4939 and B4—-4943«
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shall compute the amount of income tax payable and shall at
the time of filing the return required by this acts pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by section
B4—4943y and/or any payment made by reason of an estimated
tax return provided for in section B84-4939; provided
howevers the tax so computed is greater by oﬁe—-de%?er—-f:l}
than the amount withheld and/for paid by estimated return as
provided in this acte

If the amount of tax withheld and/or paywent of
estimated tax exceeds by more than one-doditar—£3ly the
amount of income tax as computeds the taxpayer shall be
entitled to a refund of the excesss

{5) As soon as practicable after the return is fileds,
the department shall examine and verify the taxe

(6) If the amount of tax as verified is greater than
the amount theretofore paidse the excess shall be paid by the
taxpayer to the department within thirty—$30y days after
notice of the amount of the tax as computed with interest
added at the rate of nine——per—centun—{9%) per annum or
fraction therecof on the additional taxe In such case there
shall be no penalty because of such understatements provided
the deficiency is paid within thirty-{30} days after the
first notice of the amount is mailed to the taxpayers

If payment is not made within thirty—-¢30} days or if
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the understatement is due to negligence on the part of the
taxpayery but without frauds there shall be added to the
amount of the deficiency five-—per--centum—{5Z) thercofe
provideds howevers that no deficiency penalty shall be 1less
than two-dotlers—{3$2¥. Interest will be computed at the rate
of nine—per—centum—{9%¥ per annum or fraction thereof on the
additional assessmente Except as otherwise expressly
provided in this subdivisions 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 extendedsy the
taxpayer shall pay in additions interest thereon at the rate
of ntne——-per——-centum——{9%F per annum from the time when the
return was originally required to be filed to the time of
payment.™

Section 2s Section 84-4910s RelLoMe 1947y is amended to
read as ftollows:

"84-4910. Exemptions Dependency _creditse toril)
Attowance——of--Personat-—Exemptione In the case of an
individual, the exemptions———provided—-by dependency
relatjonships recognized under this section shall be allowed
as deduetions-in-computing-texsble——inecome credits against
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f2¥(2) Ferpayer—and--5Spousesr—An——exemption—of-——six
hundred—fifey-doltars—{55650F Qpn¢ credit shall be allowed for
taxable vyears beginning after December 31y $9%3 1916s for
the taxpayert4s and an additional exemption-—of-—six——hundred
fifty—dodters——¢5$658¥ credit .shall ‘be allowed for taxable
years beginning after December 31es ¥9¥3 '1916s for the spouse
of the taxpayer if a separate vreturn s made by the
taxpayery and if the spouses for the calendar year in which
the taxable year of the taxpayer beginsy has no gross income
and is not the dependent of another taxpayere

te¥(3) _ _(3) #dditionat-Exemption—for-Faxpayer-or-5Spouse
Aged——Sixty—Five——{t65F—or-—Mores——{1¥-—For———taxpoyers An
additional exemption——of —six——hundred-fifty-dotiars—55568%
creedit shall be allowed for taxable vyears beginning after
December 31l¢ ¥9¥3 192]6s for the taxpayer if he has attained
the age of sixty—five-{65) before the close of his taxable
yeare

t2¥(h)} For—spouses An additional exemption——-of-six
hundred-fifty—dottars-t5658}% credit shall be allowed for
taxable years beginning after December 31s #9¥3 1976« for

the spouse of the taxpayer if a separate return is wade by
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the taxpayery and if the spouse has attained the age of
sixty-Five—1565) before the close of such taxable year andy
for the calendar vyear in which the taxable year of the
taxpayer beginss has no gross income and is not the
dependent of another taxpayers

t4¥(4)} (2]} Additional---Exemption——-for-—-Biindness——of
Faxpayer——-or-—5pouses—{iy——For——taxpayrers AN additional
exenption—of-—six—hundred-Ffifety-dottars—£456593 credit shall
be allowed for taxable years beginning after December 31»
+9%3 19763 for the taxpayer if he is blind at the close of
his taxable yeares

t24ib) For-spousev An additional exemption——of--six
hundred——Ffifey——dottars——{¢$6563 credit shall be allowed for
taxable years beginning after December 31y 1933 1976 for
the spouse of the taxpayer if a separate return is made by
the taxpayer and if the spouse is blind andy for the
calendar year in which the taxable year of the taxpayer
beginsy has no gross income and is not the dependent of
another taxpayer. For the purposes of this parageaph
subsections the determination of whether the spouse is blind
shall be made as of the close of the taxable. year of the
taxpayerts except that if the spouse dies during such
taxable year such determination shall be made as of the time
of such death.

3¥({c} Blindness—defineds For purposes of this
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subsections an individual is blind only if his central
visual acuity does not exceed 207200 in the better eye with
correcting lensesy 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 angle no greater than 20 degrees.

te¥15)  (a) Additionst-——Exemption——-for-—--Dependantss
1tii-—En-—generafv—-iAn-exemption-ef—six—hundred-fifty-dotiors
+$656% A cCredit shall be allowed for taxable years beginning
after December 31+ #9¥3 1976s for each dependent:

+A¥1i) Whese phose gross income for the calendar fear
in which the taxable vyear of the taxpayer begins is less
than six-hundred—Fifty—dotiars—1$6561 $200; sheti—be-aliowed
for-taxabieyesrs-beginming-efter-Becenber-31vy—193¥3y or

+B3Lii) Who whg is a child of the taxpayer and who:

++¥{A) has not attained the age of. niveteen—{19} years
at the close of the calendar year in which the taxable vyear
of the taxpayer beginsvi or

+++¥{B) is a studente.

234b) Exemption——denied-—in——case—-of-certain—married
dependentss No exemption—she?t credit may 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 taxpayer

beqinse.

-8~



10
11
12
13
14
15
14]
17
i8
19
20
21
22
23
24

25

LC 1664701

43¥ic)} Ehittd--defineds For purposes of paragreaph-{i)
+8¥ subsection {5}(al{iijs the term "child" means an
individual who is a sons stepsons daughters or stepdaughter
of the taxpayere

4¥{3d)] Stuodent-and—educationat-——institdtion —defineds
For purposes of paragraph—-{i3——{B¥-—{++¥ subsection
(S ia){ii)J{B})+ the term "student™ means an individual who
during each of five—t5} calendar months during the calandar
year in which the taxable year of the taxpayer beginswe:

tA¥[i) *s is a full-time student at an educational
institution; or

+B3Lil) ¥s is pursuing a 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 statee. For purposes of this
poragraph subsections the term “educational institution®
means only an educational institution which normaily
maintains a requiar faculty and curriculum and normally nas
a regularly organized body of students in attendance at the
place where its educational activities are carried on.

+¥¥{6)] 6Senersi-—-Befinttions For purposes of this
sections the term “dependent” wmeans any of the following
individuals over half of whose supports for the calendar
year in which the taxable year of the taxpayer beginse was

received from the taxpayer:
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f1¥{al * a son or daughter of the taxpayery or a
descendant of eithervyj

t2¥{h]l * a stepson or stepdaughter of the taxpayervi

£3¥1c) 4 2 brothers sisters stepbrothery or stepsister
of the taxpayerwyi

£4¥{d) ¥he the father or mother of the taxpayers or an
ancestor of eithervy}

t5¥{e) #* 3 stepfather or stepmother of the taxpayervi

t6¥{fl * 2 son or daughter of a brother or sister of
the taxpayerri

+¥¥ig)l. 2 a brother or sister of the father or mother
of the taxpayeryi

£B8¥ih1) # g son—in-lams daughter—in—taws father—in-1aws
mother—in-laws Dbrother—in-Yaws or sister-in-law of the
taxpayervi

£9¥4i) 4n an individual whos for the taxable year of
the taxpayerr has as his principal place of abode the home
of the taxpayers oand is a member of the taxpayer®s
househcldyi or

1t¥6¥{i} #4n an individual who:

fA¥(i) is a descendant of a brother or sister of the
father or mother of the taxpayervi

+B¥{ii} for the taxable year of the taxpayersp received
institutional care required by reason of a physical or

mental disabilityy: and

-10-
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{+€¥Liii) before receiving such institutional caresy was
a member of the same household as the taxpayere

f9411)] Rutes——Relating—to—-Generalt——-Befinitions For
purposes of this section:

t3¥(a) Fhe the terms ™brother™ and "sister™ include a
brother or sister by the half bloodws;

1t+2¥ih) ¥In-determining-whether-any-of-the-retationships
apecified—tn——subsection——tor——or——parsgraph—ftiy—of——this
subsection-—-exisesy a legally adopted child of an individual
shall be treated as a child of such individual by blooda

th¥(f) Beterminastion-of-Narital-Stetusy For purposes
of this part chdpter:

13¥{a) Fhe the determination of whether an individual
is married shall be made as of the close of his taxable
yearts except that if his spouse dies during his taxable
year such determination shall be made as of the time of such
death; and

t2¥{b) #An .gpn individual legally separated from his
spouse under a decree of divorce or of separate maintenance
shall not be considered as married.

+i¥(9) Proration—of-exemption-deductton—¥n Jn the case
of a nonresident taxpayer: tiF—Fhe—exemption—deduction the
credit shall be vprorated according to the ratio the
taxpayer®s Montana adjusted gross income bears to his

federal adjusted gross incomee™
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Section 3. Section 84-4902eley ReCeMe 1947y is amended
to read as follows:

"g4~4902«1e Surtaxe After the amount of tax liability
has been computed for all taxable years commencing on or
after December 31y 19701 but before December 31y 1972y each
person filing a Montana individual income tax return shall
adde as a surtaxs forty—-per——cent——4$40%4 of the tax
lTiabilityr: snd——the—amount—so—arrived-ast—is—the-—amount—due
the—stete-of-Monteana for all taxable years commencing oo or

fi D ; 31 19722 hefdre J 12 1927 -
. . N P .

adde _as a surtdxe I0% of the tax liabilitye Thereafter the

surtax shall be ten—-per—ecent-$18%) 5% of the tax liability."

Section 4« There is a new ReCeMe section numbered
B4—-4902«2 that reads as follows:

84-49D2e2e« Local government surtaxe {1) For taxable
years beginning after December 3le 1976+ each person filing
a Montama individual income tax return shall add 3% of the
tax liability as a local government surtaxe For the purpose
of this sectiony tax liability means the tax computed
according to the rates set forth in 84-4902 and specifically
excludes the amount added as a surtax by 84-4902ele

{2) The proceeds from the Jlocal government surtax
shalt be placed in an earmarked revenue account to be

distributed among the governments of counties and

~12—
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incorporated municipalitiess

Section 5« Effective date and applications This act is
effective on passage and approval and applies to all taxable
years beginning after December 31y 1976s

—End—



STATE OF MONTANA '
REQUEST No, 10177

FISCAL NOTE
Form BD-15 V

in compliance with a written request reczived February 10 ,19 17 , there is hereby submitted a Fiscal Note
Senate Bill 422

for

pursuant to Chapter 63, 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

This bill increases the gross income limitations which must be met before a taxpayer is
required to file a return; requires that taxpayers adopt the same filing status for state
purposes as they utilize on their federal income tax return; provides for a credit against
income tax liability in place of the personal exemption deduction; reduces the surtax and
provides for a local govermment surtax; provides an immediate effective date.

ASSUMPTTONS

1. Total individual income tax liability under present law: CY 77, $120.846M; CY 78,
$139.542M; CY 79, $146.076M.

2. 70% to 907 of married couples who previously filed separate state income tax returns
will file joint state income tax returns; as a consequence, the total tax liability
of all returns would be from 5.97% to 7.687 higher -- assuming that all other
provisions of the income tax law remain unchanged.

3. 1If one temporarily ignores the surtax on the individual income tax, the effect of
replacing the personal exemption allowance with a $41 "dependency credit” will be toyy
reduce the total tax liability of all returns by 1.4687%.

4. Each 1% increment in the surtax on tax liability (where the tax liability is determined
according to 84-4902, and where the effect of the present personal exemption allowance
is neglected) will have the affect of of increasing the 'surtax" on tax liability minus
dependency credits by 1.24967%.

5. The manner and timing of individual income tax collections will not change from the
historical pattern.

6. Administrative costs will be unaffected by the proposed change.

FISCAL IMPACT Fiscal Year 1978
Current Law Proposed Law Increase
Individual Income
Tax Collections $123.732M $129,048M to $131.078M $§5.316M to $7.346M
Local Share of
Income Tax $ 0 $ 4,288M to § 4.357M $4.288M to $4.357M
NET EFFECT $123.732M $124.760M to $126,721M $1.028M to $2.989M

(CONTINUED ON PAGE 2) BUDGET DIRECTOR

Office of Budget and Program Planning

Date: . -

-’




STATE OF MONTANA

REQUEST No. _ 46177
FISCAL NOTE
Form BD-15
\lﬁ compliance with a written request received February 10 L1917 | there is hereby submitted a Fiscal Note
for .._Senate Bi 2 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 requaest. S

e —

PAGE 2
FISCAL IMPACT (Cont.) Fiscal Year 1979
Current Law Proposed Law Increase
Individual Income
Tax Collections $140.093M $146.273M to $148.634M $6.180M to $8.541M
Local Share of . ‘
Income Tax b 0 $ 4,985M to & 5,066M 84.985M to $5.066M
NET EFFECT A $140.093M $141,288M to $143.568M §1.195M_to $3.475M

EFFECT ON LOCAL REVENUE

The local share of the individual income tax receipts under the proposed law is about $4.3
million in FY 1978 and about $5 million in FY 1979.

LONG-RANGE EFFECTS

‘-gzate—retained receipts from the individual income tax will be increased by approximately
0% to 2 1/2%. '

TECHNICAL NOTE

It is believed that this fiscal note may overstate the anticipated increase in individual
income tax receipts attributable to the proposed changes in the laws regarding individual
income tax. The main problem in this regard lies in anticipating the effect of the

"dependency credit' on an uncertain income distribution after changes in married taxpayers'
filing status.

PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR ‘{6
Office of Budget and Program Planning
Date: _c2—22 =27




