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2 ~~ _. lt7~( 
3f2 -~ --.....---~~~ " >~Q:.. ~~l F9ACT E-;;I~i·-0 REYISE THE IN~ 
~ TAX STRUCTURE BY REQUIRING THAT THE TAX BRACKETS;#~~ 

6 EXEMPTIONSo STANDARD DEDUCTIONSo AND MINIMUM FILING 

7 ~EQUIREMENTS BE ADJUSTED ANNUALLY FOR INFLATION; AMENOING 

8 SECTIONS 15-30-101t 15-30-103, l5-3o-112o 1S-3o-122o AND 

9 15-30-142• MCA; AND PRDYIDI~G AN EFFECTIVE DATE.• 

~ 
{,_ 

10 

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

12 Section 1. Section l5-3o-10l, MtAo is a•ended to read: 

l3 "15-3o-101. Definitions. For the purpose of this 

14 chapter. unless otherwise required by the context• the 

15 following definitions apply: 

16 !1) •Base ¥ear structure• weans the followjng elewentJ 

11 of the into•e tax structure; 

lB ~he- tax brackets establjJbed jn _15-30=103 jn 

19 effect OQ January lo 1918j 

20 (bl the exewgtjops coptajned jn 15-30=ll1_jo effect go 

21 JaoyJry lo 1918; 

22 (c) the •4xi•u• standard deduction provided ln 

23 15-30-122 jn effect on Janyary 1o 1916, 

24 r21 "Caosymer prjce jndex• weans the consumer prjce 

25 index. Unjted States cjty average• fgr all jtewso u$ing the 

LC 0721/01 

1 L9b7 basg of 100 as pybljsbed bX the byreay gf labor 

2 

3 

it 

5 

b 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

HI 

19 

20 

21 

22 

23 

24 

25 

statjstjcs gf thg u.s. degartaept of Jabgr 9 

t+tLJl •oepart•ent• eeans the departeent of revenue. 

trtL!l •oividend• eeans any distribution made by a 

corporation out of its earnings or profits to its 

sharaholders or •eeberso wbetner in cash or in other 

property or in stock of the corporation. other than stock 

dividends as herein defined. •Stock dividends• eeans new 

stock issued, for surplus or profits capitalized, to 

shareholders In proportion to their previous holdings. 

t~~ •Fiduciary• -ans a guardian, trustee, 

executor, adeinistrator, receiver, conservator, or any 

person, whether individual or corporate, acting in any 

fiduciary capacity for any person. trust, or ~st~te. 

t+t~ •Foreign country• or •foreign govern•ent• weans 

any jurisdiction other than the one e•braced within the 

United States. its territories and possessions. 

(7! •tnflatjgo fa&tar• wganJ a g~tage deterwjned 

for each taxable year by djvjdlng the consumer prjcg jodex 

fgr June gf tb~ taxable wear by tbe consumer~ index for 

June. 1979. 

tst.Lli •lnfor•ation agents" include all individuals. 

corporations, associations, and partnerships. in whatever 

ca~3city acting. including lessees or .artqagors of real or 

personal property, fiduciaries. e~ployerso and all officers 

\
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and e~ployees of the state nr of any •unicipal corporation 

or political subdivision of the state, havinq the control, 

r~ceipt, custody, disposal, or pay~nt of interest. rent. 

salaries, wages, pre111iu•s• ..Jnnuitie'5.., co•pens..Jt ions, 

re~unerationso c•olu~nts, or other fix>d or dcter•inable 

annual or per;odical gains, profits, and income with respect 

to ~hich any person or fiduciary is tdxable under this 

chapter. 

f6tL21 •Net inco.e• aeans the adjusted gross inco•e of 

a taxpayer less the deductions allowed by this chapter. 

f~tLlQl •Paid•, for the purposes of the deductions and 

credits under this chapter, aeans paid or accrued or paid or 

incurred, and the ter•s •paid or incurred• and •paid or 

accrued• shall be construed according to the •ethod of 

accounting upon the basis of which the taxable incoee is 

cor.puted under this chapter. 

f&tLLLl •Received•, for the purpose of co•putation of 

taxable incoae under this chapter, ~ans received or accrued 

and the term •received or accrued• shall be construed 

according to the aethod of accountinq upon the basis of 

which the taxable incoae is co•puted under this chapter. 

f9tllZl •Resident• applies only to natural persons and 

includes, for the purpose of deter•ining liability to th~ 

tax i~posed by this chapter with referencP to the incomE of 

any taxable year, any person domiciled in the state of 

-3-

1 

z 

3 

.. 
'; 

6 

1 

II 

9 

10 

11 

12 

13 

14 

l"i 

16 

l1 

18 

l9 

20 

21 

22 

23 

Zit 

2'> 

LC 0721/01 

Montana and any other person ~ho maintains a permanent place 

of abod@ within the state even though temporarily absent 

from the state and has not established a residence 

~1~ewhere. 

f~&tLLll •Taxable income• means the adjusted gross 

income of a taxpayer less the deductions and exemptions 

provided for in this chapter. 

t~~~ •Taxable year• means the taxpayer•s taxable 

year for federal inc~e tax purposes. 

t+rt~ •Taxpayer• includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations.• 

Section z. Section 15-30-103, MCA, is amended to read: 

•15-30-103. Rate of tax. Lll There s~all be levied. 

collected, and paid for each taxable year commencing on or 

after Oece•ber 31, l968o upon the taxable income of every 

taxpayer subject to this tax, after 111akin~ allow•nce foT 

exe•ptions and deductions as hereinafter provided, a tax ~ 

th~ fo!loMing brackets of taxable jncome as adjusted~ 

sybsectjoo lZl at the following rates: 

f~tial on the first S1,000 of taxable income or any 

part thereof, l~; 

f;!t.Litl on the next SloOOO of taxable incO<ne or an:t 

part thereof, 3~; 

t~tl.J;J. on the next $Zo000 of taxdble i nr:ome o• · 'Y 
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part thereof, 4%; 

t~Ldl on the next S2o000 of taxable income or any 

part thereof, 5%; 

t5t.UU on the next S2,00(1 of taxable i ncOCIIe or any 

part thereof, 6%; 

tbtLfl on the next S2o000 of taxable ;ncoae or any 

part thereof, 7%i 

t~~ on the next s~,ooo of taxable incoae or any 

part thereofo B%; 

tBtibl on the next S6o00~ of taxable incoee or any 

part thereof, 9%; 

t9tLil on the next S15o000 of taxable lnca.e or any 

part thereof, 10%; 

t~et~ on ~ny taxable incoee in excess of S35o000 or 

any part thereof, 11%. 

1Zi_ gy Nove•ber 1 of each year. the depart-eat shall 

~ly the bracket awpunt cootajned jn sybsgctign !1) by 

th~ inflation factor fgr that taxable year and roynd the 

lU.Q.I1uct tg the nearest. uoo. The result.jng adJy:;,t.ed brackets 

~re effectjye for t.hat taxable xear and shall bg used as t.he 

basis fgr tmQosjtjgn pf t,hg tax jn sybsectjoo (11 pf tbjs 

sect jon." 

Section 3. Section 15-30-112• HCAo is a•ended to read: 

•l5-3D-112. Exe•ptions. (l) In the case of an 

individual, the exe•ptions provided by this section 4nQ 
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adjusted ypder the prpce!lure utabl ished in subsection Ill 

shall be allowed as deductions in computing taxable incoae. 

(2) (a) An ex-ptioo of $650 shall be allowed for 

taxable years beginning after December 31o 1973o for the 

taxpayer. 

(b) An additional exeaption of S650 shall be allowed 

for taxable years beginning after December 31o 1973o for the 

spouse of the taxpayer if a separate return is •ade by the 

taxpayer and If the spouse, for the calendar year in which 

the taxable year of the taxpayer begins, has no gross incoae 

and is not the dependent of another taxpayer. 

(3t (a) An additional exe•ption of 5650 shall be 

allowed for taxable years beginning after Oece•ber 31o 1973, 

for the taxpayer if he has attained the age of 65 before the 

close of his taxable year. 

(bl An additional exa.ption of S650 shall be allowed 

for taxable years beginning after Dece•ber 3lo 1973• for the 

spouse of the taxpayer if a separate return is •ade by the 

taxpayer and if the spouse has attained the age of &5 before 

the close of such taxable year and, for th~ calendar year in 

which the taxable year of the taxpayer begins, has no gross 

inco~~ and is not the dependent of another taxpayer. 

(4) (a) An additional exeaption of S650 shall be 

allowed for taxable years beglnnincJ after Dece•ber 3lo 1973, 

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

-6- H5 ~~3 
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year. 

(b} An additional exemption of S650 shall be allowed 

fdr taxable years beginnin~ after Dece•ber 3lo 1973o for the 

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

taxpayer and if the spouse is blind ando for the calendar 

year in which the taxable year of the taKpayer begins, has 

no gross incoee ~nd is not the dependent of ~nother 

taxpayer. For the purposes of this subsection (4)(b)o the 

~ter•ination of whether the spouse is blind shall be •ade 

as of the close of the taxable year of the taxpayer, except 

that if the spouse dies during such taxable year, such 

deterMination shall be •ade as of the tl•e of such death. 

(c) for purposes of this subsection (4)o an individual 

is blind only if his central vls~al acuity does not <>xceed 

20/ZOO in the better eye with correcting lenses or if his 

visual acuity Is greater than 20/200 but is acco•panied by a 

li•itation in the fields of vision such that the widest 

dia~ter of the visual field subtends an angle no qreater 

than 20 degrees. 

(5) (a) An ex .. ption of 5650 shall be allowed for 

taxable years beginning after Oeceeber 3lo 1973, for e~ch 

dependent: 

(i) whose gross inco.e for the calendar year in which 

the taxable year of the taxpayer begins is less than s~~Q; 

or 
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{iit who is a child of the taxpayer and who: 

(A) has not attained the age of 19 years at the close 

of the calendar year in 

taxpayer begins; or 

which thi! taxable year of the 

(B) is a student. 

(b) No exe11ption shall be 

subsection for any dependent who has 

with his spouse for the taxable 

calendar year in which the taxable 

begins. 

allowed under this 

made a joint return 

year beginning in the 

year of the taxpayer 

(c) For purposes of subsection (5)(a){i i)• the term 

•child• aeans an individual who is a son, stepson, daushtero 

or stepdaughter of the taxpayer. 

(d• For purposes of subsection (5)(a)(ii)(B)• the term 

•student• •eans an individual whoo during each of 5 calendar 

aonths during the calendar year in which the taxabl~ year of 

the taxpayer begins: 

(i) is a full-tille student at an educationa• 

Institution; or 

(iii is pursuing a full-time course of institution~l 

on-far• training under the supervision of an accredited 

a~ent of an educational institution or of a state or 

political subdivision of a state. For purposes of this 

subsection (SJ(d.(ii)o the term •educational institution• 

~~Pans only an educational institution whict-1 nor,.. ,_ "': y 
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maintains a regular faculty and currlculu• and normally has 

a regularly organized body of students in attendance at the 

place where its educ~tional activities are carried on. 

(6) In the case of a ronr~sident taxpayero the 

exemption deduction shall be prorated according to the ratio 

the taxpayer's Montana adjusted gross inca.e bears to his 

federal adjusted gross income. 

111 By Nove•ber 1 of each year. the departR8nt shall 

inflation factor for that taxanle year agd roynd the product 

to the nearest Sl. The res~ltln~ adjusted exeeptlgn$ are 

effectjye for that taxable year and shall be ysed In 

calculating the tax i•posed in lS-30=103.• 

Sertion 4. Section 15-30-122o MC.Ao is aaended to read: 

•tS-30-122. Standard deduction. ill In the case of a 

~esident individual, a standard deduction equal to 10' of 

adJusted gross income shall be allowed if elected by the 

taxoayer on his return. The standard deduction shall be in 

lieu of all deductions allowed under 15-lD-121. The •axi•uM 

standard deduction shall be s;oo, as adjysted ugder t.b,, 

provjsjpns pf subsectjpn CZlo except in the case of a single 

joint return of husband and wife the •axi.u• standard 

deduction shall be n,ooo as adjusted yoder the provls.tlms 

gL subsection l2lo The standard deduction shall not be 

allowed to either the husband or the wife if the tax of one 

-9-
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of the spouses is deter•ined without regard to the standard 

deduction- for purposes of this section• the deteraination 

of whether an Individual is •arrled shall be aade 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 be aade as of the date of death. 

121 By Noyeaber 1 pf each year. the departaent shall 

wyltiply the •41i•u• standard deduCtion fgr sjngle returns 

apd joint returns by the Inflation factor for that taxable 

year apd rguod the product tg the nearest 110. Ibe resulting 

adJusted exe•ptions are effectlye for that taxable year and 

shall be u$&d In cal~yloting the tax i•po$ed In 15-lQ-103.• 

Section s. Section 15-30-l~Z. MC.A, Is aaended to read: 

•15-30-1~2. Returns and payment of tax -- penalty and 

interest-- refunds --credits. Cl) Every single individual 

and every •arried individual not filing a joint return with 

his or her spouse and having a gross inca.e for the taxable 

year of •ore than S7ZO. a$ adjusted under the provi$i 0 n$ gf 

$Yb$e&tjon lllo and married individuJls not filing separate 

returns and having a combined gross income for the taxable 

year of more than Slo445, as ad!ysted yoder the groyjsjons 

of $Ub$ection ll)• shall be liable for a return to be filed 

on such for•s and according to such rules as the depart.ent 

aay prescribe. The gross income a•ounts referred to in the 

preceding sentence shall be increased by 1650. as ad~ 

-10-
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under the prgyjsjoos gf l5-3~112t7)t for each additional 

personal exemption allowance the taxpayer is entitled to 

clai• for hi•self and his spouse under 1,-j0-112(3) and (4). 

A nonresident shall be required to file a return if his 

gross income for the taxable year derlven froa sources 

within Montana exceeds the aaount of the ~xe~tion deduction 

he is entitled to claim for himself and his spouse under the 

provisions of 15-30-112(2), (31• and (41• as prorated 

according to 15-30-112(&). 

(2) In accordance with Instructions set forth by the 

depa~t.ent, every taxpayer who is aarried and living with 

husbal'\d or wife and Is required to file a return •ay, at his 

or her option, file a joint return with husband or wif~ even 

though one of the spouses has neither gross inca.e nor 

deductions. If a joint return is aade, t~e tax shall he 

co•puted on the -Jggrequte taxable inca.e and the 1 iabll ity 

with respect to the tax shall be joint and sever~l. If a 

joint return has been filed for a taxable yearo the spouses 

.ay not file separate returns after the tiae for filing the 

return of either has expired unless the department so 

consents. 

(3) If any such taxpayer is unable to aake his own 

return, the return shall be made by a duly authorized agent 

or by a guardian or other person charged with th~ care of 

the person or property of such taxpayer. 
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(4) All taxpayers. Including but not li•ited to those 

subject to the provisions of 15-3D-202 and 15-3D-241• shall 

co~pute the aaount of inco.e tax payuble and shall, at the 

ti•e of filing the return required by this chapter, p~y to 

the departaent any balance of incoce tax re•aining unpaid 

after crediting the amount vithheld as provided by 1S-3G-202 

and/or any pay.ent made by reason of an estimated tax return 

provided for in 15-30-241; provided, however, the tax so 

computed is ~reater by Sl than the amount withh~ld and/or 

paid by esti•ated return as provided in this chapter. If the 

a-aunt of tax withheld and/or payment of estimated tax 

exceeds by .are than S1 the aaount of income tax as 

COW!putedo the taxpayer shall be entitlf'd to a refund of th 

excess. 

(5) As soon as practicable after the return is filed, 

the department shall exaaine and verify the tax. 

(6) If the a!lKlunt of tax <'IS verifi"rl i~ 'l'"''t"r thc'r 

the aaount theretofore paid, the excess shall be paid by tt.e 

taxpayer to the department within 30 ddys after notice of 

ttn .. "' a'IIOunt of the tax as co~puted ... wi t.h interest -Jdderl at 

the rate of 9~ per annum or fraction thereof on the 

additional tax. In such C"lSe there shall be no penalty 

oecause of such understatement. provided the deficiency i:, 

p~id within 30 days after the first notice of the amount is 

mailed to the taxpayer. 

-12-
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111 By Nove•ber 1 gf each wear, the departeent shall 

2 multiply the miojsum amoynt gf grgss jncoee necessjtatlng 

3 ~filing gf a return by the jnflatjon factgr fgr that 

4 taxable year. These adjusted awpunts are effective fgr that 

5 taxable year, and persgns having gross jncoges Jess than 

6 ~adjusted aaounts are not required to file a retYLQA• 

7 NEW SECTION. Section 6. Adjusted base year structure 

8 to appear on tax foras. Individual incoae tax for•s 

9 distributed by the departaent for each taxable year •ust 

10 contain instructions and tables based on the adjusted base 

11 year structure for that taxable year. 

12 Section 1. Effective date. This act is effective on 

13 passage and approval and applies to taxable years beginning 

14 after December 3lo 1976. 

-End-

H\3- 3C3 
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STATE OF MONTANA 
REQUEST NO. 86-79 

FISCAL NOTE 

Form /H)·/5 

In •compliance with a written request received .• J~!)!,.lary_?J .. _ .. _ , 19 79 __ , there is hereby submitted a Fiscal Note 

for __ Jj..Q!,.IS~ J3j.)J __ J.9J. ... _ ------. 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. 

DESCRTPTJON 

This proposed bill revises the income tax structure by requiring that the tax brackets, 
exemptions, standard deductions, and minimum filing requirements be adjusted annually 
for inflation and provides an effective date. 

ASSUMPTIONS 

a) __ tCimPerl June 1978 June 1979 June 1980 June 1981 
195.3 211.5 224.8 238.1 

b) Under continuation of the present law, the income elasticity of income tax revenue will 
be between 1.25 and 1.5 over the 80-81 biennium (i.e., a 1% increase in total income 
will lead to a 1.25% to 1.5% increase in income tax receipts). 

c) It is assumed that the proposed law will eliminate increases in income tax revenue 
associated with inflation. 

d) The Department of Revenue forecast of individual income tax collections is assumed to 
be the basis for comparison, 

e) 85% of income tax receipts in FY(t) are attributable to liabilities incurred in CY(t-1), 
and 15% of income tax receipts in FY(t) are attributable to liabilities incurred in 
CY(t). 

FISCAL TMP/\CT 

Individual rncome Tax Receipts 
under current law 
under propoHed law 
Estimated Decrease 

FUND INFORM/\TION 

Ceneral Fund 
under current law 
under proposed law 
Estimated Decrease 

Earmarkt•d Revenue Fund 
under eurrent law 
under proposed law 
Estimated Decrease 

FY 80 

$ 15lt.268 M 
152.292 to 152.622 M 

($ 1.646 to 1.976 M) 

$ 98.732 M 
97.467 to 97.678 M 

($ 1.054 to 1.265 M) 

$ 38.567 M 
1R.073 to 38.156 M 

.{~ 0, If 11 to -0.494. -M) 

CONTINUED ON PAGE 2 

FY 81 

$ 169.790 M 
155.368 to 157.771 M 

($ 12.019 to 14.422 M) 

$ 108.666 M 
99.436 to 100.973 M 

($ 7.693 to 9.230 M) 

$ 42.447 M 
38.842 to 39.443 M 

($ 3.004 to 3.605 M) 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date:. 



STATE OF MONTANA 
REQUEST NO. 86-79 

FISCAL NOTE 

1'111'111 /11>/'i 

In compliance with a written request received .. __ .. :!_1;!!\U_a_!:y. ?_3 _... , 19 .. ?9 _ , there is htnehy suhmitled a Fisc<•l Note 

for__ House _Bill _1_03 ___________ pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Le~islative Assembly. 

Background information used in developing this Fiscal Note is available trom the Office ot Budqet and Pro~ram Plannin~, to members 

of the Legislature upon request. 

Page 2 

FUND INFORMATION (Cont.) 

Sinking Fund* 
under current law 
under proposed law 
Estimated Decrease 

FY 80 

$ 16.969 M 
$ 16.752 to 16.788 M 

($ 0.181 to 0.217 M) 

FY 81 

$ 18.677 M 
$ 17.090 to 17.355 

($ 1. 322 to 1.587 M) 

*A portion of this account may be transferred to the general fund as long-range 
bond excess. 

EFFECT ON LOCAL GOVERNMENTS 

See Technical Note 

LONG-RANGE EFFECTS 

Under the proposed law individual income tax collections would keep pace with the "real" 
rate of growth (or decline) of income in the state. Therefore, given the historic 6% 
average inflation rate and the 10% average income growth, income.• Lax receipts would only 
grow by about 4%; however, during periods of high inflation or depressed economic 
conditions, income tax receipts may decline. 

TECHNICAL NOTE 

It should be noted that receipts to the indicated Earmarked Revenue Fund are wwJ to 
support the Public School Foundation Program. Therefore, any decrease in ineome to 
that account may necessitate additional support from other sources. 

PREPARED BY DEPARTMENT OF REVENUE 

Otfice ol Budget and Program Planning 

Date: f/ ?O /7'?. 



STATE OF MONTANA 
REQUEST NO. -~~:-}_~_!~yised 

FISCAL NOTE 

Form 1-JIJ-15 

I 1- -11 -11 1 - 1 February H 19 79 h - h h b - d F- 1 n comp l:lllt:e w1 1 <I wn en rP-qtws recetve< _ ___ . _ _ _ _ _ _ , , _ _ . t en'! ts ere y su mttte a 1sca Note 

fo1 li~J_t~:--H:,' B i 11 _ 3 P}_ _ .. ___ ------- _ 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 

This proposed blll revises the income tax structure by requiring that the tax brackets, 
exemptions, standard deductions, and minimum filing requirements be adjusted annually 
for inflation and provides an effective date. 

ASSUMPT WNS 

a) June 1978 
195.3 

June 1979 
211.5 

June 1980 June 1981 
224.8 238.1 

b) Under continuation of the present law, the income elasticity of income tax revenue wil]. 
hL• between 1.25 and 1.5 over th(;• 80-Hl biennium (i.e., a 1% increase in total income 
will lead to a 1.25% to 1.5% increase in income tax receipts) 

c) lL is assumed that the proposed law will e1 iminate certain increases in income tax 
revenue associated with inflation (e.g., increases attributable to devaluation of 
fixed deductions and exemptions, and increases attributable to "bracket-shift" effects 
of in f l a l l on ) . 

d) The llepnrtment of Revenue forecast of individual income tax collections is assumed to 
lw t hL· basis for comparison. 

e) B07. of income tax n•ceipts in FY(t) are attributable to liabilities incurred in CY(t-1), 
and 20% of income receipts in FY(t) are attributable to liabilities incurred in CY(t). 

FlSCAL IMI'i\CT 

Individual Income Tax Collections 
under currt•nt law 
under proposed law 
Estimated Decrease 

FY 80 

$154.268 M 
$153.390 M to $153.829 M 

<§ 0.439MU) $ o. 8T8M) 

(Continued on page 2) 

FY 81 

$169.790 M 
$163.969 M to $166.881 M 

($ 2.909 M to $ 5.821 M) 

~--~ £,~ ..... d~ 
BUDGET DIRECTOR I 
Office of Budget and Program Planning 

Date: ...l/ T /7? 



STATE OF MONTANA 
REQUEST NO. 86-7 9 Rev is e.-. 

FISCAL NOTE 

In compliance with a written request received ... __ _E~ PJ:"_IP:!~Y. _8 .. . HJ ? 9. _ , there is herehy submitted <l F tscal Note 

for _ Hosue Bj 11 303 ____________ . pursuant to Chapter 53, Laws of Montana, 1965 ··Thirty-Ninth Leqislativc 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. 

Page 2 

FUND INFORMATION 

General Fund 
under current law 
under proposed law 
Estimated Decrease 

Earmarked Revenue Fund 
under current law 
under proposed law 
Estimated Decrease 

Sinking Fund* 
under current law 
under proposed law 
Estimated Decrease 

FY 80 

$ 98.732 M 
$ 98.170 M to $ 98.451 M 

($ 0.281 M to $ 0.562 M) 

$ 38.567 M 
$ 38.347 M to $ 38.457 M 

($ 0.110 M to $ 0.220 M) 

$ 16.969 M 
$ 16.873 M to $ 16.921 M 

($ 0.048 M to $ 0.~96 M) 

FY 81 

$108.666 M 
$104.940 M to $106.804 M 

($ 1.862 M to $ 3.726 M) 

$ 42.447 M 
$ 40.992 M to$ 41.720 M 

($ 0.727 M to$ 1.455 M) 

$ 18.677 M 
$ 18.037 M to $ 18.357 M 

($ 0. 320 M to $ 0. 640 __ M) 

*A portion of this account may be transferred to the general fund as lung-range boncJ excl•ss. 

EFFECT ON LOCAL GOVERNMENTS 

See Technical Note (b) 

LONG-RANGE EFFECTS 

Income tax receipts will increase from one year to the next whenever the "real" rate of 
growth (i.e., rate of growth adjusted for inflation) is greater than the rate of i.nflation 
divided by the negative of the income elasticity of income tax revenue (e.g., with 6% 
inflation, receipts will increase as long as the economy does not decline by mon' titan about 
4% after adjusting for inflation). 

TECHNICAL NOTES 

a) This revision of the original fiscal note was necessitated 
note 86-79 overestimated the effect of HB 303 by adjusting 

b) It should be noted that receipts to the indicated 
Earmarked Revenue Fund are used to support the Public 
School Foundation Program. Therefore, any increase in 
income to that account may necessitate add :it ional 
support from other sources. 

PREPARED BY DEPARTMENT OF REVImUI~ 

by the discovery that fiscal 
taxes to 1979 levels. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ... __ . __ _ 

-. 



STATE OF MONTANA 

FISCAL NOTE 

Form /If) I 'i 

In compliance with a written request received _l\l2!_:!,).. _ _l_ ___ ------- , 19 _ _?'i_ __ .. there is hereby ~uhrni•ted a F 1scal Note 
. (Third Reading Version) 

for Amended Hous~Ul__,lQJ_ 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 Buuget and Program Planning, to members 

of the Legislature upon request. 
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FUND INFORMATION (Cont.) 

Earmarked Revenue Fund 
under current law 
under proposed law 
Estimated Decrease 

Sinking Fund* 
under current law 
under proposed law 
Estimated Decrease 

$ 
$ 

($ 

$ 
$ 

($ 

FY80 

38.567 M 

38.567 M 

0 M) 

16.969 M 

16.969 M 
0 M) 

$ 
($ 

$ 
( $ 

FY8l 

$ 42.447 M 
42.219 M to $ 42.333 M 

0.114 M to $ 0.228 M) 

$ 18.677 M 
18.577 M to $ 18.627 M 

0.050 M to $ 0.100 M) 

*A portion of this account may be transferred to the general fund as long-range bond excess. 

LONG-RANGE EFFECTS 

Income tax receipts will increase from one year to the next whenever the "real" rate of 
growth (i.e., rate of growth adjusted for inflation) is greater than the rate of inflation 
divided by the negative of the income elasticity of income tax revenue (e.g., with 6% 
inflation, receipts will increase as long as the economy does not decline by more than 
about 4% after adjusting for inflation). Assuming continuation of estimated economic trends in the 1981 
Biennium in the 1983 Biennium it is likely that income tax collections will be decre;•sed $4 to $5 million 
below the current law level in FY1982. This decrease would increase in FY1983. 

TECHNICAL NOTE 

It should be noted that receipts to the indicated Earmarked Revenue Fund arc used to support the Public 
School Foundation Program. Therefore, any decrease in income to that account may necessitate additional 
support from other sources. 

(Prepared by the Department of Revenue) BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ____ ---~- -------~--



STATE OF MONTANA 
REQUEST NO. 86-79 Amended 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received April 2 , 19 .]!}__ , there is hereby submitted a Fiscal Note 

d d · rn (Third Readinq V.JU"sion)f M 1965 Th" N" h L · I · A bl for Amen e House BJ.ll 3'-<..L- pursuant to Chapter bJ, Laws o ontana, · •rty- mt egts attve ssem y. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to memt>Hrs 

of the Legislature upon request. 

DESCRIPTION 

This proposed bill would revise the income tax structure by requ1r1ng that the tax brackets, 
exemptions, standard deductions, and minimum filing requirements be adjusted annually for 
inflation, and providing a delayed applicability date. 

ASSUMPT.WNS 

CPI 
time' June 1980 June 1981 a) 

224.8 238.1 

b) Under continuation of the present law, the income elasticity of income tax revenue 
will be between 1.25 and 1.5 over the 80-81 biennium (i.e., a 1% increase in total 
income w.ill lead to a l. 25% to l. 5% increase in income tax receipts) 

c) It is assumed that the proposed law will eliminate certain increases in income tax 
revenue associated with inflation (e.g., increases attributable to devaluation of 
fixed deductions and exemptions, and increases attributable to "bracket-shift" effects 
of inflation) . 

d) The Department of Revenue forecast of individual income tax collections is assumed to 
be the basis for comparison. 

e) 80% of income tax receipts in FY (t) are attributable to liabilities incurred in CY (t-1), 
and 20% of income receipts in FY (t) are attributable to liabilities incurred in CY (t}. 

FISCAL IMPACT 

Individual Income Tax Collections 
under current law 
under proposed law 
Estimated Decrease 

FUND INFORMATION 

General Fund 
under current Jaw 
under proposed law 
Estimated Decrease 

Continued on Page 2 

FY80 

$154.268 M 
$154.268 M 

($ 0 ) 

$ 98.732 M 
98.732 M 

!$ 0 ) 

FY81 

$169.790 M 
$168.877 M to $169.334 M 

($ 0.456 M to $ 0.913 M) 

$108.666 M 
$108.081 M to $108.374 M 

($ 0.292 M to $ 0.585 M) 

BUDGET DIRECTO~~ c/. JA<r 
Office of Budget and Program Planning ~ 

Date: '1/Y/27 



46th Legislature HB 0303/0Z 

2 

.3 

4 

5 

b 

7 

8 

9 

10 

H 

12 

13 

14 

15 

16 

11 

18 

1'1 

20 

21 

22 

.23 

.24 

25 

Approved by Committee 
on Taxation 

HOUSE BILL NOo 303 

INTRODUCED BY NORDTVEOTo ROSKIEo FABREGA, UHDEo RAMIREl, 

LEN51NKo KESSLER, ROSENTHAL, FAGGo GOODOVERo TEAGUE, 

TUR~AGE, SIVERTSEN, SCUllYo IVERSON, MATHERS, BOYLAN, 

HAfFERHAN, RYAN, THIESSEN, HAZELBAKER, GALT, VINCENT 

A Bill FOR AN ACT ENTITLED: •AN ACT TO REVISE THE INCOME 

TAX STRUCTURE ilY REQUIRING THAT THE TAX BRACKETS, 

EXEMPTIONS, STANDARD DEDUCTIONS, AND MINIMUM Flll~G 

REQUIR~MENTS BE ADJUSTED ANNUALLY FOR INFLATION; AMENDING 

SECTIONS 15-30-101o 15-30-103o 15-30-llZt 15-30-lZZo AND 

15-30-142, MCA; AND PROVIDING ·N--EFFEelf¥E A--0£LA!fn 

Aeell~allliY DATE.• 

BE IT ENACTED BY THE lEGISLATURE OF THE STATE OF MONTANA: 

Section lo Section 15-30-lOlo HCAo is amended to read: 

"15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context• the 

following definitions apply: 

ill~a~~-¥ea~t£U~tUL§~_.ean~1allQ~ing_elemen~ 

2i_toe_lo,Qme_ta~-~tLu~ucei 

UJ. __ ttJL_t.u __ uu~uu_e~bll~..ln__l~.l.O::.l.IJl_-lo 

~te~Lon_J.aiWa.c¥-lL-iiill l2ll..lli . 

1ul __ ttJe_e&emgtiQ~-~.QOtaio~_io-li~U=llZ_io_etfe~t-cu 

~nuar¥-1~-iiill l21lni 
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~bL---IIUlmla u.anaaLiL-__de~tillll--IW!X 1 ded in 

U::lQ::ULin._elle.c;t._an..Ja.mt~U:-a-Hll l2JI.ll.a 

1ll-~L".allUlBL-IU-Ue..lnde&~IIIUO~__l..bL~Oi.WI!.IL--llL.iU 

i.Jl~_..uo.it.ed s tat&L.'-..LU-iiUtaQ!U_UlL-411-llus • ys i ng _the 

l2Ca.Lb.ilU-Gf 100 -AL-Ill&lhb~d b¥ t,be bureau..__Q{__labQ.C 

s.u.u.:.uu.._QL.tbLUAh...dfUli!Ltmeo.LQi__LlbQLa 

tltLll •Depart•ent• eeans the departeent of revenue. 

tit1~ •Dividend• aeans any distribution •ade by a 

corporation out of Its earnings or profits to its 

shareholders or •e•bers. whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as herein defined. •stock dividends• aeans new 

stock issued. for surplus or profits capitalized. to 

shareholders in proportio~ to their previous holdings. 

t~tL1l •Fiduciary• aeans a guardian. trustee. 

executor• ad•inistrator. receiver, conservator• or any 

persono whether Individual or corporate, acting In any 

fiduciary capacity for any person, trust. or estate. 

t.,t~ •Foreign countryw or •foreign govern•ent• means 

any jurisdiction other th~n the one embraced within the 

-united States. its territories and po~~essions. 

.UL-~luflat.iQn __ fa{;t!U:~--~~~aos. _ _a__Stcr:uot~ .tiUMfB 

~t.eLmioed __ fac_~~D--tax~ble_~t-~¥_di~Lding_tbe-~co~ec 

acl~e-lou~x-fcc_J.une_ct_t.oft_t.a~~le __ ¥eaL __ b~--l.~--~~ume£ 

g£i~e-iodex_fQc_J.unc._t2l~ l2UO. 

-2 HB 303 
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t5tial "Information agent~" include all •ndividualst 

corporations. as~ociations. and partnerships• in whatever 

capacity acting. including le~sces or ~ortgagors of real or 

personal property. fiduciaries. employers, and all officers 

and eeployees of the state or of any ~unicipal corporation 

or political subdivision of the state. having 

receipt. custodyo disposal. or pay.ent of 

sal ar i est wages. preaiuMS• annuities, 

the control• 

interest-. rent. 

coapensati ons. 

re.uneratlons. eeolu•ents. or other fixed or deter•inable 

annual or periodical gains. profits• and incoae with respect 

to which any person or fiduciary is taxable under this 

chapter. 

fbtijl •Net incoee" means the adjusted gross income of 

a taxpayer less the deductions allowed by this ch~pter. 

t~tilQJ •Paid•, for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 

incurred, and the terms •paid or incurred• and •paid or 

accrued• shall be construed dCCording to the method of 

accounting upon the basis of which the taxable incoMe is 

co•puted under this chapter. 

tBti~ •Received•, for the purpose of co•putation of 

taxable incoae under this chapter, means received or accrued 

and the tere •received or accrued• shall be construed 

according to the method of accounting upon the basis ot 

which the taKable income is computed under this chapter. 

-3- HB 303 
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t9ttlll •Resident• applies only to natural persons and 

includes, for the purpose of determining liability to th~ 

tax i~posed by this chapter with reference to the income of 

any taxable yearo any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

fro• the state and has not establi~hed a residence 

elsewhere. 

fi9t1~ •Taxable inco.e• means the adjusted gross 

inco•e of a taxpayer less the deductions and exemptions 

provided for in this chapter. 

tiitllil •Taxable year• means the taxpayer's taxable 

year for federal income tax purposes. 

ti~til~ "Taxpayer" includes any person or fiduciary, 

resident or nonresident. subject to a tax imposed by this 

chapter and does not include corporations." 

Section 2. Section 15-30-103, MCAt is amended tn read: 

"15-30-103. Rate of tax. Lli There shall be levied. 

co11ectedo and paid for each taxable year commencing on or 

after December 3lt 19b8t upon the taxable income of every 

taxpayer subject to this tax. after makinq allowance for 

exemptions and deductions as hereinafter provided, a tax ~D 

tb~falla~i~£~k~_gf_~~le-lo~ame_~~-_aal~~~eu__~lldeL 

~b~e~tlan_!ll at the following rates: 

titl~l on the first S1t000 of taxable income or any 

-4- HB 303 



3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

n 

14 

15 

16 

11 

18 

1'1 

20 

21 

.22 

23 

24 

25 

HB 0303/02 

part thereof. 2~; 

tr7ibl on the next SltOOO of taxable inco~e or any 

part thereof, 3%; 

t~7i~l on the next sz,ooo of taxable income or any 

part thereof, 4%; 

t~7idl on the next sz,ooo of taxable income or any 

part thereof, 5%; 

t5tiel on the next S2t000 of taxable income or any 

part thereof. 6%; 

t67ifl on the next sz,ooo of taxable income or &ny 

part thereof, 7%; 

t~7igl on the next S4,000 of taxable income or any 

part thereof, ~~; 

t~tiDl on the next S6t000 of taxable income or any 

part thereof, 9~; 

t'ltiil on the next sts,ooo of taxable income or any 

part thereof, 10%; 

tt97ijl on any taxable inco•e in excess of S35t000 or 

any part thereof, ll%o 

ill--.8~ __ Nu~embeL __ i_of~a~D-¥eaL1-~De_a~Q~Lt~eot_~Dall 

maltiPl~-tbe_bLa~~et_amouot_~ao~loed-io~ub~~tioo __ ill __ b~ 

~De __ intlatlan __ fa~tuL __ fnL-_that_ta~dble_¥~aL_aoa .. Louod_tbc 

QLodu~t-to_tne_o~ace~t_llOO._lbc_L~Ulting_adju~~ea_bLac~et~ 

aLe_eiic~ti~e_foc_tnat_ta~able_~aL_aod-~ball_be_u~e~-a~ tb~ 

~~i~_foL_imQo~itioo_of_tbe_ta~_io_~ub~ectioo __ ill- .of .tbi~ 
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~et.tiDIU" 

Section 3. Section 15-30-11.2, ~c•• is a~ended to read: 

"15-30-11.2. Exemptions. (l) ln the case of an 

individual, the exe•~tions provided by this section and 

~~~~--YO~~be_QLD~~~L£-~~bll~~a_i~~e~iQn_L11 

shall be allowed as deductions in computing taxable incoMe. 

1.21 (a) An exeMption of Sb~O shall be allowed fo~ 

taxable years beginning after Oecember 31, 

taxpayer. 

197 3• for the 

(b) An additional exemption of 16'>0 shall be allowed 

for taxable years beginning after Oecember 31, 1973, for the 

spouse of the taxpayer if a separate ~etu~n is Made by the 

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

the taxable year of the taxpayer begins, has no gross incoMe 

and is not the dependent of another taxpayer. 

(J) (a) An additional exe~ption of S650 shall be 

allo~ed for taxable yedrs beginning after Oecemher 31• 1973, 

for the taxpdyer if he has attained the age of bS before the 

close of his taxable year. 

(b) An additional exemption of S6SO shall be allowed 

for taxable y~ars beginning after Oecember 31, 1973, for th~ 

spouse of the ta~payer if a separate return is Made by the 

taxpayer and if the spouse has attained the age of 65 before 

th~ close of surh taxdolo year and, for the calendar year tn 

~~'ICtl thP tdXdhle y~~.~~ n~ the tJxpayer begins. has no gross 

·b HB 303 
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income and i~ not the dependent of another taxpayer. 

(4) (a) An addition a 1 exemption of 1650 sha 11 be 

allowed for taxable years beginning after December 31t 1973, 

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

year. 

(b) An additional exemption of 1650 shall be allowed 

for taxable years beginning after December 31t 1973o for the 

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

taxpayer and if the spouse is blind ando for the calendar 

year in which the taxable year of the taxpayer begins, has 

no gross inca-e and is not t~e dependent of another 

taxpayer. For the purposes of this subsection (4)(b)• the 

deter•ination of whether the spouse is blind shall be made 

as of the close of the taxable year of the taxpayer. except 

that if the spouse dies during such taxable year, such 

deter•ination shall be made as of the ti•e of such ~eath. 

(C) For purposes of this subsection (4)t an individual 

is blind only if his central visual acuity does not exceed 

20/200 in the better eye with correcting lenses or if his 

visual acuity is greater than 20/200 but is accompanied by a 

li•itation in the fields of vision ~uch that the widest 

dia•eter of the visual field ~ubtends an angle no greater 

than 20 degrees. 

(5) (a) An exemption of $650 shall be allowed for 

taxable years beginning after December 3lo 1973, for each 

-1- HB 303 
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dependent: 

(i) who~e gross income for the calendar year in which 

the taxable year of the taxpayer begins is less than 1650; 

or 

{oi) who is a child of the taxpayer and who: 

(A) has not attained the age of 19 years at the close 

of the calendar year in which the taxable year of the 

taxpayer begins; or 

(B) 

(b) 

is a student. 

No exe•ption shall be allowed under this 

subsection for any dependent who has made a joint return 

~ith his spouse for the taxable year beginning in the 

calendar year in which the taxable year of the taxpayer 

begins. 

IC) For purpo~es of subsection (5)1a)(ii)• the term 

"child• •eans an Individual who is a son. stepson. daughter. 

or stepdaughter of the taxpayer. 

(d) For purposes of subsection 15)(a)li i)(B)o the term 

•student• means an individual whoo during each of 5 calendar 

months during the calendar year in which the taxable year of 

the taxpayer begins: 

Iii is a fu11-time student at an educational 

institution; or 

Iii) is pursuing a full-time course of institutional 

on-farm training under the supervision of an accredited 

-8- Hfl 303 
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aqent of an educational institution or of a state or 

political suodivision of a state. For purposes of this 

suDsectoon (~)ld)( ii)• the term •educational institution• 

mednS ocllf an educational in5titution which normally 

maintain~ a requ1ar faculty and curriculum and normally has 

a regularly organized body of students in attendance ~t the 

place where its educational activities are carried on. 

(ol In the case of a nonresident taxpayer, th~ 

exenption ueuuction shall be prorated according to the rat.o 

the taxpayer's Montana adjusted gross income bears to his 

federal adjusted gross income. 

1ll __ a~ __ MQ~m~~L-_l-uf~a~b-~eaLL_tbe_u~paLlmeot_~hall 

multlul¥-all_tbe~~~mp~lun~-~u~~~-iu_thi~-~e,tiQD-b¥--the 

iotlatiQo_ta~tQL_fQL-tbat_ta&able~eaL-aoa_Luuod_tbe_pLQdu't 

tQ_tbe_ocaLc~t-li ~lU.-lbe_L~ul~og_aaju~ted-e~e~ptiQc~-~Le 

~te,tl¥e __ fQ[ __ that __ ta~able-_¥eac__aad __ ~ball __ be__u~~u-lo 

'al,ulatio~_the_ta~_lmpQ~cd-io_l~=la~al~· 

Section 4. Section 15-30-lZZt MCAt is a~ended to read: 

"1~-30-12.2. Standard deduction. Lll In th~ casP of a 

resiJ~nt individu01t a standard deduction eq~al to 10~ of 

adJusted gross income shall be allowed if elected hy the 

taxpdyer on his return. The standard deduction shall be in 

lieu of all deductions allowed under 15-j0-121. Tne maximu• 

standard deduction shall be SSOOt ~~-~~JU~t~~-uod~L-tb~ 

PLO~l~iQo~_Qf_~u~~e,tloo_1~L except in the Cdse of a single 
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joint return of husband and wife the ~aximu• standard 

deduction shall be S1rOOO ~~-aDjY~t~~CL-tbC_PLQ~i~ns 

of~Yb~e~lUU-!Zl• The standard deduction shall not be 

allowed to either the husband or the wife if the tax of one 

of the spouses is deter•ined without regard to the standard 

de<Juction. for purposes of this section, the deter•ination 

of whether an individual is •arried shall be •ade as of the 

last day of the taxable year; provided, however, if one of 

the spouses dies during the taxable year, the determination 

shall be made as of the date of death. 

llL-Ib_Jju~lltulL __ Lo.LC<l~iiD-~-deWLUilnt~llall 

aultiul~-tbe_mil~imum~~~dcay~lQQ_{Q£~gle_-Let~ 

40Q__JQiot_-tet~Ln~_h¥-lbe_io!latiQD_fa~!oL-~t-t<~£a~~ 

¥£aL-ilfrd_Lauoa_tbe_gLQ~~t_tu_thc_neaL~lQ._!be resulting 

40JY~tea~~autiaa~~e_effc~ti~c-LoL-tbat-~~~-¥~L--and 

~ball __ be_u~ed-in_,al~ulatlog_tbe-ta~-imoa~U-io-l1=lQ=lQ~· 

Section s. Section 15-30-142• ~CA, is amended to read: 

"lS-lD-142. Returns and payment of tax -- penalty and 

interest -- r<:funcls --credits. (1) Every single individual 

and every married individual not filing a joint return with 

his or her spouse afld having a gross incom., for the taxable 

year of .,ore than U.20L-iiL~U.ill~tea_uoau_tb!Lll.L2~i~iQo:;, __ Qf 

~u~~~tlou __ t1L1 and married individuals not filing separate 

returns and having a combined gross income for the taxable 

year of more than Slt44SL_a~_aQj~ted_UOUCL_tbe_pLQ¥i~iQO:i 

-10- H!l 303 
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Qf_~u~~~~tiQO-il~ shall be liable for a return to be filed 

on such forms and according to such rules as the department 

~ay prescribe. The gross income amounts referred to in the 

preceding sentence shall be increased by S6501_a~_agju~t~ 

WlWlt._t.b~-ilLllYi~liiO~-Qf_l!i=JO::llZ.ill1 for e-Kh addition a 1 

personal exeMption allowance the taxpayer is entitled to 

claiM for hi~self and his spouse under 1~-30-112131 and 141• 

A nonresident shall be required to file a return if his 

gross income for the taxable year derived from sources 

within Montana exceeds the amount of the exemption deduction 

he is entitled to claim for himself and his spouse under the 

provisions of 15-30-112121• Ill• and 141• as prorated 

according to 15-30-112(6). 

121 In accordance with instructions set forth by the 

depart•ent. every taxpayer who is married and livinq with 

husband or wife and is required to file a return •ay, at his 

or her option. file a joint return with husband or wife even 

thouyh one of the spouses has neither gross income nor 

deductions. If a joint return is •adeo the tax shall be 

computed on the aggregate taxable income and the liability 

with respect to the tax shall be joint and several. lf 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 depart~ent so 

consents. 
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(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 guardian or other person charged with the care of 

the person or property of such taxpayer. 

141 All taxpayers, including but not limited to those 

subject to the provisions of 15-30-202 and 15-30-241, shall 

compute the dmount of income tax payable ilnd shall, at the 

ti~e of filing the return required by this chapter. pay to 

the department any balance of income tax remaining unpaid 

after crediting the amount withheld as provided by 15-30-202 

and/or any payment made by reason of an estimated tax return 

provided for in 15-30-241; provided, however, the tax so 

computed is greater by 11 than the amount withheld andtor 

paid by estimated return as provided in this chapter. If the 

a~ount of tax withheld and;or payment of estimated tax 

exceeds by more than Sl the amount of income tax as 

computed. the taxpayer shall be entitled to a refund of the 

exce!.S• 

15) As soon as practicable after the return is filed, 

the Jepart•ent shall examine and verify the tax. 

(6) If the amount of tax as verified is qreater than 

the amount theretofore paido the excess shall be paid by the 

taxpayer to the department within 30 days after notice of 

the amount of the tax as computed, with interest ildded at 

the rate of 9t per annum or fraction thereof on th~ 
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additional tax. ln such case there shall be no penalty 

2 because of such understatement. provided the deficiency i~ 

3 paid within 30 days after the first notice of the a~ount is 

~ mailed to the taxpayer. 

S ill--5¥--~Q~III~UL--1-~f~~~~aLL-the_d~~~~~ReQt~b~ll 

b w~l~iul¥-~h~_mioimYm-amQUnt_g{__gLQ~--l~gme__oe~e~~tating 

7 tbe __ filiog__gf _ _a_~LD--~X-tn~_io!latiQn_fa~~QL-fQL-tbat 

s ~a~~~le_xe~L~-Ibe~e_adju~teo_a•aYnt~-~e_effe~tixe_far __ that 

9 Ul!.~llb __ xe~Lt.--iUULJls:L~-.Jl~-~~-i. ~llllll'l'"'-l~r.....t.b~fJ 

10 tne~~-aaju~ted_~mgunti-~_ogt-Lef~a....tu_fila__a __ LetULDL" 

11 

12 

13 

14 

~~-~E~llUtl~ Section 6. Ad. usted base vear structure 

to avpear on tax for~s. Indi~idual income tax forr1s 

distributed by the depart~ent for each taxable year ~ust 

contain in~tructions and tables based on the adjusted base 

1S year structure for that taxable Y"ar. 

16 ~ection 7. Effee~fve--d~~e !ffLlk&alLllY• This act f~ 

17 effeet~ve-on-~e~~ege-end-epprevet--end applies to taxable 

18 years beginn1ng after December 31, t9~8 ~· 

-End-
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HOUSE BILL NOo 303 

INTRODUCED BY NORDTVEDTo ROSKIEo FAB~EGAo UHDEo RAMIREZ, 

LENSINK, KESSLER, ROSENTHAL• FACGo GOOOOVERo TEAGUE, 

TURNAGE, SIVERTSEN, SCULLYo IVERSON, MATHERS, BOYLAN, 

HAFFERMANo RYANo THIESSENo HAZELBAKER, GALlo VINCENT 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REVISE THE INCOME 

TAX STRUCTURE BY REQUIRING THAT THE TAX BRACKETSo 

EXEMPTJONSt 

RHiUIRt:MENTS 

STANDARD DEDUCTIONSt AND MINIMUM FILING 

BE ADJUSTED ANNUALLY FOR INFLATION; AMENDING 

5ECTIONS 15-30-101, 15-30-103o 

15-30-142· HCA; AND PROVIDING 

AeeLlCAalLlll DATE.• 

15-30-112t 15-30-122o AND 

AN--EFFE&.£YE A__O~!YfD 

BE IT ENACTED BY THE LEGISLATURE OF THE 5TATE OF MONTANA! 

Section 1. Section 15-30-101, HCAo is amended to read: 

"1~-30-101. Definitions. For the purpose of this 

chapter, un1ess otherwise required by the contexto the 

following definitions apply: 

ill-~~ea~~~~_aean~lbt-!llllQ~iog_el~m~ot~ 

QL_tu~_io~g~_tg&-~tLu~~ 

ial--tbe-_tax__bLackets establ~_in__l~=ln=l~J__in 

eHetl_Qo_J.aou~wL..t!ll 12l2l 

ib.l_t.be-tai:.IDQti2QL..S;.QO~iuesi-io_l..2::J !l=llLin_eUe.c.L QO 

~ouaL¥-l~_iiiB li6nl 

2 

3 

... 
s 

6 

7 

8 

q 

10 

11 

12 

13 
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i0--t.llL__Ull.i8UIL-UsUUl~~~tign__PLQl( i ded i 0 

12=J!l=l~-in-ef1e~t-QD_J.gnuaLt-~-iilB l~ 

Lll-~c.an~ae.c._~e_indu" eeans the .-r.2n~L-~U 

iDWlli..L_I.Init.tiL.it .. U~~tiu_.:d~a-for all iteau usjng tbe 

li~,ne._gL_lQQ __ ;u__QUbll$bed by tbe bUUiliL-IlL__l4llor 

~ut.UUu_g_[_t~_Uah.~tlltat_llLlil.b:QLa 

tilill •DepartMent" Means the department of revenue. 

t~lL~ •oivldend• aeans any distribution Made by a 

corporation 

shareholders 

out 

or 

of its earnings 

~nembers, whether in 

or profits to its 

cash or in other 

property or in stock of the corporation. other than stock 

dividends as herein defined. •stock dividends• .aans new 

stock issued, for surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

t~tiil •Fiduciary" aeans a guardian, trusteeo 

executor ... adainistrator, receiver, conservator• or any 

person, whether individual or corporate. acting in any 

fiduciary capacity for any persono trust, or estate. 

t~t~ •Foreign country• or •foreign governaent• ~neans 

any jurisdiction other than the one eabraced within the 

United States, its territories and possessions. 

i11--~la!latiao __ fa~tQL~--aeao~--..__pe~~GtAac NU~fB 

de.tetsine.d __ Uu__eil~h--t~dble_~c._b~~io~tbe_~ao~~eL 

~ri~e-iouex_fllt_J.yoe_Qf_tbe-taxable __ ~at--bY--1~--~~umer 

QLi~e-ln4e~-fll~~ne~_lifj lialla 
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t5till •Information agents• include all individuals. 

co~porationso associations, and partnerships. in whatever 

capacity actingo including lessees or .artgagors of real or 

personal property, fiduciaries, eaployerso and all officers 

and eaployees of the state or of any eunicipal corporation 

or political subdivision of the state, having the control, 

receipt. custody, disposal, or payeent of interesto rento 

salaries, wage so pre•iu•s• 

reaunerationso eaolu.antso or 

annuitieso co•pensationso 

other fixed or deterainabte 

annual or periodical gainso profits, and income with respect 

to which any person or fiduciary, is taxable under this 

chapter. 

f6tiil •Net lncoae• .eans the adjusted gross income of 

a taxpayer less the deductions allowed by this chapter • 

t~tilQl •Paid•, for the purposes of the deductions and 

credits under this chapter, .eans paid or accrued or paid or 

incurredo and the teras •paid or incurred• and •paid or 

accrued• shall be construed according to the aethod of 

accounting upon the basis of which the taxable incoae is 

coaputed under this chapter. 

t8tLlll •Received•, for the purpose of computation of 

taxable lncoae under this chapter, aeans received or accrued 

and the tera •received or accrued• shall be construed 

according to the .ethod of accounting upon the basis of 

which the taxable inco.e is coaputed under this chapter. 
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f9tilll •Resident• applies only to natural persons and 

includes, for the purpose of deteraining liability to the 

tax iaposed by this chapter with reference to the income of 

any taxable year, any person doeiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

froa the state and has not established a residence 

elsewhere. 

tt9tLlll •Taxable incoae" means the adjusted gross 

income of a taxpayer less the deductions and exemptions 

provided for in this chapter. 

ttttll~ •Taxable year• •eans the taxpayer's taxable 

year for federal income tax purposes. 

tt~tllil "Taxpayer• includes any person or fiduciary, 

resident or nonresident• subject to a tax imposed by this 

chapter and does not include corporations.• 

Section 2. Section 15-30-103, HCA, is amended to read: 

•15-30-103. Rate of tax. Lll There shall be levied, 

collected• and paid for each taxable year commencing on or 

after Deceaber 31o l96Bo upon the taxable income of every 

taxpay~r subject to this tax. after makinq allowance tor 

exemptions and deductions as hereinafter provided, a tax QO 

tbLliU!QJLLQll-tlUckets Qf t.all.il.IUiLl.okWII.!L.alt _ _jj~Y.:Ot~~-llw1U 

~ctjon (~ at the following rates: 

tttial on the first SloOOO of taxable income or any 
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t~tl~l on the next S1o000 of 

part thereof, 3~; 
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-inco ... e or any 

t~tl~l on the next S2o000 of taxable income or any 

part thereof, 4~; 

t~tl~ on the next S2o000 of taxable income or any 

part thereof. 5~; 

tSti£1 on the next S2o000 of taxable income or any 

part thereof, 6~; 

totLfl on the next S2,000 of taxable income or any 

part thereof, 7~; 

t~ti~ on the next S4o000 of taxable income or any 

part thereof. 8~; 

tBtiUl on the next S6,000 of taxable income or any 

part thereof. 9~; 

t9tiil on the next S15rOOO of taxable income or any 

part thereof, 10~; 

tt9till on any taxable inco.a in excess of S35o000 or 

any part thereof, 1lt. 

l,l __ B~_-Ha~emheL __ l_~_e~n-¥e~LL-1he-a£~~Ltroeot_~ball 

mYlt~Lx-tbe_bL~~£t_ama~1-~n~ine~iD~uo~.e~tioo __ ill __ bx 

the__inf~ti~ctor for t~X@b]£ ¥e~L-~Q~_LQUQ~_the 

~odu~t_tQ_tn£_n£~L~t_tlgQ._!be_~ultiog_adju~t£d_bL~~ke~ 

~~eif.e~i~e_!oL-tbat taxaol£_¥£~~o~~ball_b~-u~ed_~~-tb~ 

na~~fQL-imp~itlgu_a[_the_~~-io~ub~.e~tigo __ lli ___ Qf__tbi~ 
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Section 1. 

"15-30-112. 

Section 15-30-112, M(A, 

Exe11ptions. ( l) In 

HB 0303/02 

is a~ended to read: 

the case of an 

individual, the exe•~tions provided by this section and 

~d~Y~te~-Yo~_th~'edu~-~tabl~had_io_~u~~gn_Lll 

shall be allowed as deductions in co•puting taxable inc~e. 

(2) (a) An exemption of 5650 shall be allowed for 

taxable years beginning after Oece•ber 3lt 1973t for the 

taxpayer. 

(b) An addi.tional exemption of Sb50 shall be allowed 

for taxable years beginning after December 31o 1973, for the 

spouse of the taxpayer if a separate retu~n is •ade by the 

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

the taxable year of the taxpayer begins, has no gross inco~e 

and is not the dependent of another taxpayer. 

(3) (a) An additional exeaption of 1650 shall be 

allowed for taxable years beginning after Dece•ber 31, 1973 0 

for the taxpayer if he has attained the age of 65 before the 

close of his taxable year. 

(b) An additional exemption of 5650 shall be allowed 

for taxable yPars be]inning after December 11, 1973, for the 

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

taxpayer and if the spouse has attained the age of 65 before 

th~ close of such taxable year ando for the calendar year in 

which the taxable year of the taxpayer begins, has no gross 
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inco.a and is not the dependent of another taxpayer. 

(it) (a) An addi tiona! exemption of S6SO shall be 

allowed for taxable years beginning after DeceMber 31. 1913, 

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

year. 

(b) An additional exe•ption of 1650 shall be allowed 

for taxable years beginning after Oece•ber 31• 19l3o for the 

spouse of the taxpayer if a separate return is •ade by the 

taxpayer and if the spouse is blind ando for the calendar 

year In which the taxable year of the taxpayer begins, has 

no gross inco•e and is not t~e dependent of another 

taxpayer. For the purposes of this subsection ('t)(b)o the 

deter•ination of whether the spouse is blind s~all be •ade 

as of the close of the taxable year of the taxpayer. except 

that if the spouse dies during such taxable year. such 

determination shall be •ade as of the ti•e of such death. 

(c) for purposes of this subsection (4)• ~n individual 

is blind only if his central visual acuity does not exceed 

20/200 In the better eye with correcting lenses or If his 

visual acuity is greater than 20/200 but is accoMpanied by a 

limitation in the fields of vision such that the widest 

dia•eter of the visual field subtends an angle no greater 

than 20 degrees. 

(5) (a) An exe•ption of S650 shall be allowed for 

taxable years beginning after Deca.ber 31• 1973, for each 
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dependent: 

(i) whose gross Income for the calendar year in which 

the taxable year of the taxpayer begins is less than S650; 

or 

(ii) who is a child of the taxpayer and who: 

CAl has not attained the age of 19 years at the close 

of the calendar year in which the 

taxpayer begins; or 

(8) is a student. 

(b) No exe•ptlon shall be 

subsection for any dependent who has 

with his spouse for the taxable 

calendar year in which the taxable 

begins. 

taxable year of the 

allowed under this 

made a joint return 

year beginning in the 

year of the taxpayer 

(c) For purposes of subsection (5)(a)(ii)o the term 

•child• •eans an Individual who is a sono stepson, daughter. 

or stepdaughter of the taxpayer. 

(d) For purposes of subsection (5)(a)(ii)(8)• the term 

•student• •eans an individual whoo during each of 5 calendar 

•onths during the calendar year in which the taxable year of 

the taxpayer begins: 

(i) is a full-ti•e 

institution; or 

student at an educational 

(ii) is pursuing a full-time course of institutional 

on-farm training under the supervision of an accredited 
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aqent of an educational i nst i tut ion or of a state or 

political subdivision of a state. For purposes of this 

subsection (5)(d)(ii)t the ter01 "educdtional institution" 

medns only an educational inSctitution which normally 

maintains a regular faculty and curriculu• and normally has 

a regularly organized body of students in attendance at the 

place where its educational activities are carried on. 

(6) In the case of a nonresident taxpayer, the 

exemption deduction shall be prorated according to the ratio 

the taxpayer•s Montana adjusted gross income bears to his 

federal adjusted gross income. 

1Il _ _a¥--H2~m~-1-Df_ea~~LL-the-oe~ac~meat_sball 

m~lti~l¥_al1-tne_ex~tiQns ~tD~i4ad_ia_~~~~tiQO~¥-~he 

inflatiQu_fa~Qr_fQL_t~&able xeac_aag_LQUDQ_1ne-Pt~1 

~-toe_neate~_ii ilQa-Ibe-t~ltlng_~~~~em~tiQOS-aLe 

etfe~~ixe-_fQL__that--t~e--xeat-_a~~ball __ be__useu_ln 

~l~~latin~_tbe_~_im~~in-l~~Qls" 

Section 4. Section 15-30-12Zt MCAt is amended to read: 

"15-30-122· Standard deduction. ill In the case of a 

resident individual, a standard deduction equdl to 10' of 

adjusted gross income shall be allowed if elected by the 

taxpayer on his return. The standard deduction shall be in 

lieu of all deductions allowed under 15-30-121. The maxi•u• 

standard deduction shall be S500, as_aojuste~_undec_the 

ULD¥~iQ~_Q!_~uus~OO-i41~ except in the case of a single 
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joint return of husband and wife the •aximu~ standard 

deduction shall be Sl.OOO a~ adjusted under the groyjsjons 

Q~UbS~~ioD-ill• The standard deduction shall not be 

allowed to either the husband or the wife if the tax of one 

of the spouses is deter•lned ~ithout regard to the standard 

deduction. For purposes of this section. the determination 

of whether an individual is •arried shall be ~ade as of the 

la5t day of the taxable year; provided• however• if one of 

the spouses dies during the taxable year. the determination 

shall be ~ade as of the date of death. 

iLl--aX- November l_gf eacb ve~LL-the dQpact•ent iball 

multiQlw_tbe_ma~imu~ndaLdL~~ion_[g£ single retUL~ 

aruL_Jiilnt. __ r.etllr.nLhlLt.b.e-lnllilllon_Lldw:_f.Q.t_tll at tall ab lJ: 

¥.eaL-AOd-LQUD~1be-orodyct to the nearest 110. The resultiog 

aQJuited~~~ioos are effe~ve for that ta¥ablc_vaaL--40d 

~l:hlll-~Yied_iD-,~uLllin~tbLtn-imJ;l..Qsed i o li=~::l!Lh• 

Section 5o Section 15-30-142• MCA, is amended to read: 

"15-3D-l't2o Returns and payment of tax -- penalty and 

interest -- refunds -- credits. (1) Every single individual 

and every married individual not filing a joint return with 

his or her spouse and having a gross income for the taxable 

year of more than ~720~-a~_adjuste~unO~b~~~o~i~n~ __ Qf 

iu~~tiou__tz~ and married individuals not filing separate 

returns and havinq a combined gross income for the taxable 

year of more than 5lo445~_as_auj~~eCLuoaer tbe-pc~~iani 

-10- HB 303 



2 

3 

It 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

zo 

21 

22 

23 

24 

25 

HB 'l.lO.ltul 

aL~wb~~~QD-Lli£ shall be liable for a return to be f•led 

on such forms and accurdlng to such rules as the department 

aay prescr•be. fhe gross income amounts referred to on the 

preceding sentence shall be increased by So50~-a~_gQ~U~t~ 

llOsbu._t.biLIUll:JLUUtOll_llLl~::.JQ=lllLlls for each additional 

personal exeaption allowance the taxpayer is entitled to 

claim for hi~self and his spouse under 15-30-112!3) and (4). 

A nonresident shall be required to file a return if his 

gross income for the taxable year derived fro• sources 

within Montana exceeds the aaount of the exemption deduction 

he is entitled to claia for hiasel~ and his spouse under the 

provisions of 1~-30-112(2)• (l)o and (4)• as prorated 

according to 15-30-112(6)• 

(2) ln accordance with instructions set forth by the 

depart•ento every taxpayer who is •arried 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 incoae nor 

deductions. If a joint return is •adeo the tax shall be 

coaputed on the aggregate taxable incoae and the liability 

with respect to the tax shall be joint and several. If a 

joint return has been filed for a taxable yearo the spouses 

aay not file separate returns after the tiae for filing the 

return of either has expired unless the department so 

consents. 
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(3) (f 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. 

(41 All taxpayers, including but not limited to those 

subject to the provisions of 15-30-202 and 15-30-241• shall 

co•pute the amount of income tax payable and shall, at the 

ti•e of filing the return required by this chapter, pay to 

the departaent any balance of income tax remaining unpaid 

after crediting the aaount withheld as provided by 15-30-202 

and/or any pay•ent made by reason of an estimated tax return 

provided for in 15-30-241; provided, however, the tax so 

computed is greater by $1 than the amount withheld and/Or 

paid by estimated return as provided in this chapter. If the 

a.ount of tax withheld andtor payment of estimated tax 

exceeds by more than Sl 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. 

(oJ If the amount of tax as verified is greater than 

the amount theretofore paid, the excess shall be paid by the 

taxpayer to the department within 30 days after notice of 

the amount of the tax as computed, with interest added at 

the rate of 9' per annum or fraction thereof on the 
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additional tax. In such case there shall be no penalty 

2 because of such understate.ant• provided the deficiency is 

3 paid within 30 days after the first notice of the a•ount is 

4 mailed to the taxpayer. 

5 .L£.l._By Ngve•btr 1 of ili-Ch U!)r.s....t.bLdi:Ratl.unt.-tilall 

b llllUiRU-Xb&.-ai.Di •u• aiiQypt gf gcou I QCO!IL.JlKU$1 t.atl og 

7 t.IJ.!L_f.iliog__Sli_~--LJUJ~Lil.-tlY-.t.bil_inllatiWl-.f.oK ~L- f.a.L- Lbat. 

8 t.a~b~ar• Tbesa adjustad_§wgupts ace effectl~_foL__th41 

9 t.a~bla__yaar• and parsons bay!pg grgsa !~ill-less tb!)n 

10 t.b~~~~~~mQunts are not raqulred to fila_-4--~.· 

11 ~~~ Section b. Adjusted base year structure 

12 to appear on tax for•s• Individual income tax for•s 

13 distributed by the departwent for each taxable year •ust 

14 contain instructions and tables based on the adjusted base 

15 year structure for that taxable year. 

lb Section 7. E~fee~+ve--de~e AffLICABILIIY• This act +s 

11 effeet~ve-en-pessege-end-eppreve+--end applies to taxable 

1B years beginning after December 31. T9f8 12ag. 

-End-
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HOUSE BILL NO. 303 

INTRODUCED BY NORDTVEDT, ROSKIEo FABREGAo UHOEt RAMIREZ, 

LENSINKo KESSLER, ROSENTHAL, fAGGo GOOOOVERo TEAGUE, 

TURNAGE, SIVERTSEN• SCULLY, IVERSON, MATHERS, BOYLAN, 

HAFFERHANo RYANo THIESSEN, HAZELBAKER, GALlo VINCENT 

A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE INCOME 

TAX STRUCTURE BY REQUIRING THAT THE TAX BRACKETSo 

EXEMPTIONS, STANDARD DEDUCTIONS, AND HINIHUH FILING 

REQUIREMENTS BE ADJUSTED ANNUAlLY FOR INFLATION; AMENDING 

SECTIONS 15-30-lOlo 15-30-103, 15-30-112o 15-30-122, AND 

15-30-1't2o HCA; AND PROVIDING AN--EFFE~~YE A PELAYED 

APPLICABILITY DATE•" 

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

Section 1• Section 15-30-10lo MCA, Is a .. nded to read: 

•15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

11) •Base year atru&tyre• .. •ns the fgllowlng ele-ents 

of the inco-e tax $tryctyra; 

(a) the tax brackets established ln 15-3Q-103 in 

~feet on January 1s t9i6 ~ 

!b\ the exeagtlons contained In 15-30-112 jo effect go 

January 1. t9it ~ 
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I'' &be •a•ieu• $tandard deductlgo prgylded in 

I5-3Q-122 jo effect on Janyac¥ 1. ttfe ~ 

(2) •tonsuwer pete• Index• .. ana \be cgnsuwer price 

jndexo United States city average. fgc all It•••• usjng the 

1967 base of 100 as published by the buraay of labgr 

statistics of the y.s. depart-eat of labgre 

t~t~ •oepart .. nt• .. ans the departaent of revenue, 

t~~ •Dividend• .. ans any distribution •ade by a 

corporation out of Its earnings or profits to Its 

shareholders or •e.ners, vhether In cash or In other 

property or in stock of the corporation, other than stock 

dividends as herein defined. •Stock dividends• .. ans new 

stock issued, ror surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

t~L1l •Fiduciary• 

executor, ad•lnlstratoro 

per~ono vhether Individual 

.. ans a guardian, 

receiver, conservator, 

or corporate, acting 

fiduciary capacity for any per~ono trust, or estate. 

trustee, 

or 

in 

any 

any 

t~LAl •Foreign country• or •foreign govern .. nt• .. ans 

any Jurisdiction other than the one eabraced vlthln the 

United States, Its territories and possessions. 

{Ll__!Inflation fact 0 r• -e•o5 a percentooe l!lY.I!IlE& 

,June o f the taxable 

Juoeo t9i9 ~ ~e Index tor 
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tstLll •Inforeation agents• include all Individuals, 

corporations, associations, and partnerships, in Mhatever 

capacity acting, !ncludlng lessees or ~rtgagors of real or 

personal property, fiduciaries, e~loyers, and all officers 

and e~loyees of the state or of any eunicipal corporation 

or political subdivision of the stateo having the control• 

receipt, custody, disposal, or pay~nt of Interest, rent, 

salaries, Mage so preelu•s• annultleso compensations, 

re.unerat Ions, eiiOlu-nts, or other fixed or deterelnable 

annual or periodical galnso profits, and lncoee Nlth respect 

to Nhlch any person or fiduciary Is taxable under this 

chapter. 

t~~ •Net lncoee• eeans the adjusted gross lncoee of 

a taxpayer less the deductions allowed by this chapter. 

t~Ll21 •Paid•, for the purposes of the deductions and 

credits under this chaptero eeans paid or accrued or paid or 

incurred, and the teres •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 

coeputed under this chapter. 

t&tLlll •Received•, for the purpose of coeputatlon of 

taxable incoee under this chapter, means received or accrued 

and the tere •received or accrued• shall be construed 

according to the method of accounting upon the basis of 

which the taxable incoae is coeputed under this chapter. 
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f9ti1Ll •Resident• applies only to natural persons and 

lncludeso for the purpose of detereining liability to the 

tax ieposed by this chapter with reference to the income of 

any taxable year, any person doelciled In the state of 

Hontana and any other person who maintains a permanent place 

of abode within the state even though teeporarily absent 

froe the state and has not established a residence 

elsewhere. 

~et Ll.ll. • T axab 1 e incoee• ~~~eans the adjusted gross 

incoee of a taxpayer less the deductions and exemptions 

provided for In this chapter. 

t~tLLil •Taxable year• means the taxpayer's taxable 

year for federal incoee tax purposes. 

t~tL11l •Taxparer• includes any person or fiduciaryo 

resident or nonresident. subject to a tax imposed by this 

chdpter and does not include corporations.• 

Section 2. Section 15-30-103o HCA, is aMended to read: 

•15-3G-103o Rate of tax. ill There shall be levied, 

collected, and paid for e1ch taxable year conmenclng on or 

after Dece•ber 31o lQ68, upon the taxable income of every 

taxpayer subject to this tax, after making allowance for 

exemptions and deductions as hereinafter provided, a tax gn 

tbe fgJJowjog brackets gf taxable incgme as adJusted_~ 

sybsectigo 121 at the following rates: 

t~tLAl on the first Jl,OOO of taxable income or any 
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part thereof, zx; 
t~tLal on the next Sl,OOO of taxable income or any 

part thereof, 3%; 

t3tLkl on the next sz,ooo of taxable income or any 

part thereof, 4%; 

t~t~ on the next sz,ooo of taxable income or any 

part thereof, 5%; 

t5t~ on the next SZtOOO of taxable incoee or any 

part thereof, 6%; 

t6t!fl on the next S2t000 of taxable lncoee or any 

part thereof, 1%; 

t~t~ on the next SfttOOO of taxable Income or any 

part thereof, 8%; 

t&tLbl on the next S6t000 of taxable Income or any 

part thereof, 9%; 

t9t1L1 on the next S15tOOo of taxable income or any 

part thereof, lOX; 

t~9t~ on any taxable inco.a in excess of S35,000 or 

any part thereof, 11%. 

(2) ax Noyeaber 1 of each year. the degartaent shall 

multiply the bracket ampynt tantained in subsettion 111 by 

the !Qflatioo fattar fpr that taxable xear aod cguod the 

produtt to the nearest S1pD. Ihe resyltlng adJusted brackets 

QLe_effectlve for that taxable xeac and shall be used as the 

basis for jmposjtjon of the tax in subsettion tll pf this 
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s.ectign." 

Section 3o Section 15-30-112t HCA, is aeended to read: 

"15-30-112. Exe•ptlons. (1) In the case of an 

individual, the exe~tlons provided by this section ~ 

adjusted uDder the pro&edyre established In subsection ll) 

shall be allowed as deductions In computing taxable inc~e. 

(2) (a) An exe•ption of S650 shall be allowed for 

taxable years beginning after Oece•ber 31, 1973, for the 

taxpayer. 

lb) An additional exa.ptlon of S650 shall be allowed 

for taxable years beginning after Oeceaber 3Lt 1973, for the 

spouse of the taxpayer If a separate return Is •ade by the 

taxpayer and if the spouse, for the calendar year In which 

the taxable year of the taxpayer begins, has no gross Income 

and is not the dependent of another taxpayer. 

(3) (a) An additional exe•ptlon of Sb50 shall be 

allo"ed for taxable years beginning after Oece•ber 3lt 1973t 

for the taxpayer if he has attained the age of 65 before the 

close of his taxable year. 

(b) An additional exemption of S650 shall be allowed 

for taxable years beginning after Oeceaber 31 0 1973 9 for the 

spouse of the taxpayer If a separate return Is •ade by the 

taxpayer and if the spouse has attained the age of 65 before 

the close of such taxable year and, for the calendar year In 

"bleb the taxable year of the taxpayer begins, has no gross 
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inco .. and Is not the dependent of another taxpayer. 

(4) (a) An additional exe~tion of 1650 shall be 

allowed for taxabl_e years beginning after Dece•ber 31, 1973, 

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

year. 

(b) An additional exeeptlon of S650 shall be allowed 

for taxable years beginning after Dece.O.r 31, l973t for the 

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

taxpayer and If the spouse Is blind and, for the calendar 

year In which the taxable year of the taxpayer begins, has 

no gross lncoee and Is not tbe dependent of another 

taxpayer. For the purposes of this subsection (4)(bJ, the 

deterelnatlon of •hether the spouse is blind shall be eade 

as of the close of the taxable year of the t~xpayer, except 

that if the spouse dies during such taxable yearo such 

detereination shall be made as of the tl .. of such death. 

(c) For purposes of this subsection ('>)• an individual 

is blind only if his central visual acuity does not e~ceed 

20/200 in the better eye with correcting lenses or if his 

visual acuity is greater than 20/200 but Is accoepanled by a 

lieltatlon in the fields of vision such that the widest 

dlaeeter of the visual field subtends an angle no greater 

than 20 degrees. 

(5) (a) An exemption of J650 shall be allowed for 

taxable years beginning after Oeceeber llt 1973, for each 
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dependent: 

(I) •hose gross lncoee for the calendar year in which 

the taxable year of the taxpayer begins is less than Sc50; 

or 

(lit who is a child of the taxpayer and who: 

(A) has not attained the age of 19 years at the close 

of the calendar yeaT in which the taxable year of the 

taxpayer begins; or 

(81 Is a student. 

(bl No exe•ptlon shall be allowed under this 

subsection for any dependent ~o has made a joint return 

with his spouse foT the taxable year beginning in the 

calendar year In which the taxable year of the taxpayer 

begins. 

(c) For purposes of subsection (5)(a)(ii)• the term 

•child• eeans an individual who is a son, stepson, daughter, 

or stepdaughter of the taxpayer. 

(d) For purposes of subsection (5)(a){ii)(B)o the term 

•student• eeans an individual who, during each of S calendar 

eonths during the calendar year in which the taxable year of 

the taxpayer begins: 

(i) is a full-time student at an educational 

institution; or 

(il) is pursuing a full-time course of institutional 

on-fara training under the supervision of an accredited 
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agent of an educational institution or of a state or 

political subdivision of a state. For purposes of this 

subsection (5)(d)(ii)t the ter• •educational Institution• 

means only .,n educational institution which nor11ally 

maintains a regular faculty and curriculum and norl!ally has 

a regularly organized body of students in attendance at the 

place where its educational activities are carried on. 

(6) In the case of a nonresident taxpayer, the 

exemption deduction shall be prorated according to the ratio 

the taxpayer's Montana adjusted gross income bears to his 

federal adjusted gross Income. 

(71 By November 1 of each year. the departaftDt shall 

multiply al] the exemptions proyided In this section by the 

inflatjoo factor fpc that taxable year and rpund the prgdyct 

to the nearest tt 110. The resulting adJusted exeaptlons are 

effective fgr that taxable year and shall be used in 

~ulatjn~ the tax Imposed jo 15-30-103.• 

Section 4• Section 15-30-122, MCAt is amended to read: 

"15-30-122• Standard deduction. ill In the case of a 

resident individual, a standard deduction equal to 10• of 

adjusted gross income shall be allowed if elected by the 

taxpayer on his return. The standard deduction shall be in 

lieu of all deductions allowed under 15-30-121. The maximue 

standard deduction shall be S500, as adjysted yndeL-th~ 

~i~ions gf sybsectjqo (Zlo except in the case of a sioqle 
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joint return of husband and wife the •axl•u• standard 

deduction shall be SloDOO as ad!ysted yoder the provisions 

pf iubsection 121, The standard deduction shall not be 

allowed to either the husband or the wife If the tax of one 

of the spouses Is deter•lned without regard to the standard 

deduction. For purposes of this section, the determination 

of whether an individual is earried shall be eade as of the 

last day of the taxable year; pruvidedt however, If one of 

the spouses dies durinq the taxable year. the determination 

shall be eade as of the date of death. 

(2) By Hoygmber 1 of each year. the depart .. ot 5hall 

multiply the maximum standard dedyctiqn for single retyrns 

aod lglnt return~ by the Inflation factor fpc that tax$ble 

~ aod round tbe prpduct to tbe neare5t 110. The resulting 

adjusted exemption$ are effective for that taxable year and 

shall be used In calculating the tax Imposed in 15-30~• 

Section 5. Section 15-30-11t2o KCAt is amended to read: 

•15-30-142. Returns and pay•ent of tax -- penalty and 

Interest -- refunds -- credits. (1) Every single Individual 

and every •arrled individual not f~l!ng a joint return with 

his or her spouse and having a gross income for the taxable 

year of more than s720o as adlusted yoder the provisions of 

~~tlQo_~ and earrled individuals not filing separate 

returns and having a combined gross income for the taxable 

year of more than Slo445~ adlusted yoder the prgy!slons 
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gf subsectigo cza. shall be liable for a return to be filed 

on such foras and according to such rules as the depart.ant 

eay prescribe. The gross Income amounts referred to in the 

preceding sentence shell be increased by 1650~ as adJusted 

yoder the prgyis!on1 of 15-3Q-ll217l• for each additional 

personal exe~tion allowance the taxpayer Is entitled to 

clale for hieself and his spouse under 15-30-112{3) and (4)• 

A nonresident shall be required to file a return if his 

gross Inc~ for t~ taxable year derived froe sources 

within ~ontana exceeds the aaount of the exeeption deduction 

he Is entitled to clai• for hleself and his spouse under the 

provisions of 15-3D-112(2)• (3)o and (4)• as prorated 

according to 15-30-112(6). 

(2) In accordance with Instructions set forth by the 

depart .. nt 0 avery taxpayer who is earried and living with 

husband or wife and Is required to file a return ~ay, at his 

or her optiono 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 eadao the tax shall be 

coaputed on the aggregate taxable incoee and the 1 lability 

with respect to the tax shall be joint and several. If a 

joint return bas been filed for a taxable year, the spouses 

aay not file separate returns after the tlee for filing the 

return of either has expired unless the depart~ent so 

consents. 
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(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 ~uardlan or other person charged with the care of 

the person or property of such taxpayer. 

(~) All taxpayers, including but not ll•ited to those 

subject to the provisions of 15-30-202 and 15-30-2itlt shall 

coepute the aeount of inco.e tax payable and shall, at the 

ti~e of filing the return required by this chapter, pay to 

the departaent any balance of inco~e tax reeaining unpaid 

after crediting the aaount withheld as provided by 15-30-202 

andtor any pay .. nt eade by reason of an estimated tax return 

provided for In lS-30-241; provided, however, the tax so 

coaputed is greater by Sl than the aMOunt withheld and;or 

paid by estleated return as provided in this chapter. If the 

aMount of tax withheld and/or payaent of estieated tax 

exceeds by more than S1 the amount of income tax as 

coeputedo the taxpayer shall be entitled to a refund of the 

exces.s. 

(5) As soon as practicable after the return is filed, 

the departeent shall exa•lne and verify the tax. 

(6) If the amount of·tax as verified is greater than 

the aaount theretofore paid, the excess shall be paid by the 

taxpayer to the department within 30 days after notice of 

the amount of the tax as computed, with interest added at 

the rate of 9~ per annue or fraction thereof on the 
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1 additional tax. In such case there shall be no penalty 

2 because of such understatement, provided the deficiency is 

J paid within 30 days after 'the first notice of the amount Is 

4 mailed to the taxpayer. 

5 (1) By Npygmber 1 of each year. the department shall 

6 multiply the mjojmum awoynt of gross !oco•e necessitating 

1 the_ fjljog of a return by the inflation factor for that 

a taxable ygar. These adjysted aeoypts are effective foe that 

9 taxablg ygaro and persons baying grpss Incomes less tbao 

10 ~adjusted ampypts are not required to file -A--Le~· 

ll NEW SECTION. Section bo Adjusted base year structure 

12 to appear on tax forms. Individual lnca.e tax for•s 

13 distributed by the department for each taxable year must 

14 contain instructions and tables based on the adjusted base 

15 year structure for that taxable year. 

lo Section 7o Ef~e~+Ye--d~e APPLICABILITY• This act +s 

11 effee~+•e-e"-pesse~e-eftd-epp~e¥8+--eftd applies to taxable 

18 years beginning after Oeceeber 3lo t~~8 ~· 

-End-
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T!l0\1.\S L. Jl."D(1E 

The rlonorable William ~athers 
President of the Senate 
State Capital 
Helena, Montana 59601 

The Honorable Harold G~rke 
Speaker of the House 
State Capitol 
Helen a, !'·lantana 59601 

Dear President i1a thers and Speaker Gerke: 

1·1a y 14 , 19 7 9 

In accordance 1·1i th the pm'ier vested in me as Governor by the Cor:s t i
tution and the la,·;s of the State of 1'"ontana, I hereby veto House Bill ;lo. 
303, ''Ail ACT TO REVISE THE INCOME TAX STRUCTURE BY REQUIRUG THf'\T THE TAX 
BRACKETS, EXEMPTIONS, STANDARD DEDUCTIONS, AND MINIMUM FILING REQUIRE~EMTS 
BE ADJUSTED MdUALLY FOR HlFLATION; Af.iENDI!·lG SECTIONS 15-30-101, 15-30-103, 
15-30-112, 15-30-122, AND 15-30-142, MCA; AND PROVIDING A DELAYED APPLICA
BILITY 0/HE. II 

House Bill 303 is a bi11 designed to control the effects of inflation 
upon i~lontana's income tax structure. t•/hile the goal of this bill is praise
worthy, its application to t·lontana's tax structure causes serious problems 
v:ith both revenues for state government and compatibility vJith other bills 
enacted during the legislative session. 

During its passage through the legislative process, the fiscal impact 
of House Bill 303 for the 1980-81 biennium was estimated to be a S900,000 
loss in revenue. The estimate was based on the S650 personal exemption 
v;hich has c2en part of l·!ontana tax la\·1 fo; many· years. Subsequently, the 
comproMise tax relief package embodied in House Bill 925 was passed, raising 
the personal exemption to $800. The changes which House Bill 925 makes in 
our· tax system are nm1 in effect. This i7iear.s that, if 1-huse Bili 3J3 :.·Jere 
to become law, increases in the personal exe~ption will be based on at 
least ~300 rather than $650 which causes a substantial increase iG the 
fiscal impact. It is estimated that the loss in revenue ftorn House Bi11 
303, as coiTpounded by the effect of House Si 11 92S \'IOJi d be $2 mi 11 ion 
during the 80-31 biennium. The order in which the two bills passed strongly 
suggests that the hidden fiscal impact resulting from th2 compounding of 
the t•.1o relief ITl•::asures is v;ell beyond v1hat m2:~1 b2rs of the legislature 
con te:~iJ l a ted. 



The doncr~Jb1e hers 
The HGnorable i~aro1d i)e;· e 
f:JJV 14) :979 
Page i\·10 

Hoe~se Bill 925 passed auring the session provides that any SUt"p1us 
revenues v1hich beco:;1e available to the state d~H"ing this bienniur11 v1ill be 
returne·d to the taxpayer by r:1isir.g the: p::tson.:11 exerrption. This is a far" 
more simple and direct form of ta\ relief than tne complex forrnu1a provided 
in House Si 11 303. T~1e c:o:,~plex co:::;;l iance bur··12·1s i~:p0:;ed on tilxpayers by 
our 'loluntary repcr·ting syster:1 an~ alr"eady quite heavy. I am ~esitant to 
i:'lpose t<1e additional co,:ql~xities of i-l0use Bill 303 u;,Jon nontana's taxpayers 
\<'hen sir:1ilat· res~1t:; can CJ':> o~t.3ir:'2d l)Y :;j;::ale c.djust:'.lents to the amount of 
t~e personal e:<e::tptiol si:nilar to t:-,o·.:;e achieved by !-louse Bill 925. 

In addition, I a!~ concerned that the concept cor.tc:lined in Houst~ B·i11 
303 is an unsubstantiated concept in its practicJl application to a state's 
inccme tax structure. 1\lt:1ougil it is in existen(e in four states, its 
histor·y has not been c:stablish;~d to the point thd a consensus is available 
as to i'-'hether the concept is g•)od Ol' bad. I il.n~ hesitant to see the State 
of i:o:1tana er;;bark upon an unc'ur'tec cou:se of ta;<ation during these tir11es 
of economic fluctuation. 

I note that House Bill ~·io. 303 'dill not b2 effective until til'= tax year 
b2ginning in 1981. Therefore, i1ontanans ~vi11 not r2c2ive any tax relief 
under this bill until tile next Legi·slat:Jr'2 is in session. P..t that tin-:e the 
Legislature will have the benefit of the experience of the other states who 
are now experimenting with this concept and will hJve a better understanding 
of th·2 prevailing economic condition:; of f·1ontaru at that time. 

For these reasons, I veto House Bill No. 303. 

Sincerely, 

~GE ~ 0;,~J-:::.~ 
Governor ~..__....... 

cc: The Honorable Frank M~rray 


