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>
P =l
AT 70 REVISE THE IN

TAX STRUCTURE BY REQUIRING THAT THE TAX BRACKETS,

EXEMPTIONSs STANDARD OEDUCTIONS o AND MINIMUM FILING

REQUIREMENTS BE ADJUSTED ANNUALLY FOR INFLATION; AMENDING
SECTIDNS 15-30-101s 15-30-103y 15-30-112s 15-30-122y AND

15-30-142+ MCA; AND PROVIDING AN EFFECTIVE DATE."

f
BE IT ENACTEC BY THE LEGISLATURE OF THE STATE OF MONTANA: .’ ' -

Section l. Section 15-30-101s MCAes is amended to read:

"15-30-101. Definitions. For the purpose of this
chapters unless otherwise required by the contexty the
following definitions apply:

£1) _"Base year structure™ means the following elements
ef the income tax structures:

{a} _the tax brackets established in 15-30-103 _in
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s f the Uss f 1al
++1L32) “"Department™ means the department of revenuea
t2¥14) *“Oividend®™ means any distribution made by a

corporation out of its earnings or profits to its

shareholders or wmembersy whether in cash or in other
property or in stock of the corporations other than stock
dividends as herein defineds "Stock dividends™ means new
stock issueds for surplus or profits capitaltized, to
shareholders in p;oportion to their previocus holdingse

+3¥L(5) “Fiduciary™ means a guardiany trustees
executors administratory receivery conservators or any
persons whether individual or corporatey acting in any
fiducliary capacity for any persons trusts or estate.

t4¥16) “Foreign country®™ or "foreign government™ means
any Jjurisdiction other than the one esbraced within the

United Statess its territories and possessions.

13 =Inflation factor® _msans a percentage determined

t53¥{8) “Information agents™ include all individualss
corporationse associationsey and partnershipses in whatever
capacity actings including lessees or mortgagors of real or
personal propertys fiduciariess employerssy and all officers
TR e
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and employees of the state or of any wunicipal corporation
or political subdivision of the states having the controly
réceipty custodys disposals or payment of interests rents
salariessy wagessy premi umsy annuities, compensationsy
remunerationssy cmolumentss or other fix2d or detersinable
annual or periodical gainss profits,y and income with respect
to which any person or fiduciary is taxable wunder this
chapteras

1631(2) “Net income™ means the adjusted gross income of
a taxpayer less the deductions allowed by this chapter.

4+#3{1Q) "Paid”sy for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms ™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
computed under this chaptere.

t83L11]) “Received®y for the purpose of computation of
taxable income under this chapters wmeans received or accrued
and the term “received or accrued® shall be construed
according to the wmethod of accounting upon the basis of
which the taxable income is computed under this chaptere

+93412) "Resident™ applies only to natural persons and
includessy for the purpose of deteramining liability to the
tax imposed by this chapter with reference to the income of

any taxable years any person domiciled in the state of

e o
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Montana and any other person whe maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
el sewherea

+¥84113) "Taxable income™ means the adjusted gross
income of a taexpayer 1less the deductions and exemptions
provided for in this chapteras

+x:¥£15) "Taxable year™ means the taxpayer®s taxable
year for federal income tax purposese.

++24 (15} "Taxpayer® includes any person or fiduciarys
resident or nonresidenty subject to a tax imposed by this
chapter and does not inciude corporationse®

Section 2. Section 15-30-103¢ MCAs is amended to read:

*15-30-103. Rate of taxe [l} There shall be levied,
collacteds and paid for each taxable year commencing on or
after December 31y 1968y upon the taxable income of every
taxpayer subject to this taxs after making allowince fo-
exemptions and deductions as hereinafter provideds a tax ga
: follomi £ lei .
subsection {2) at the following rates:

t+¥La} on the first $1.000 of taxable income or any
part thereofy 2%;

t24{b} on the next 3$1+000 of taxable income or any
part thereofs 3%;

+33{c) on the next $2+00C of taxable income or "y
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part thereofs 4%;

t43f{d) on the next $2+,000 of taxable income or any
part thereofs 5%;

+54{el on the next $2,000 of taxable income or any
part thereof, 6%;

£63{f) on the next $2+000 of taxable income or any
part thereofs T%;

+#3ig) on the next $4,000 of taxable income or any
part therecfs 8%;

48¥(h} on the next $6+000 of taxable income or any
part thereofs 9%;

$9¥1i)l on the next $15+,000 of taxable income or any
part thereofs 10%;

t+€3£j] on any taxable income in excess of $35,000 or
any part thereofs 11%e

12y 3y November 1 of each year, the departeent shall

Section 3. Section 15-30-112+ MCA+ is amended to read:
"15-30~112. Exemptionse (1) In the case of an

individuals the exemptions provided by this section apd
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shall be allowed as deductions in computing taxable income.

(2) (a) An exemption of $650 shall be allowed for
taxable years beginning after December 31y 1973y for the
taxpayere

(b) An additional exemption of $650 shall be allowed
for taxable years beginning after December 31+ 1973, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouses for the calendar year in which
the taxable year of the taxpayer beginss has no gross income
and is not the dependent of another taxpayere

(3} {a) an additional exemption of 3550 shall be
allowed for taxable years beginning after December 31y 1973,
for the taxpayer if he has attained the age of 65 before the
close of his taxable yeare

(b) An additional exeaption of 3650 shall be allowed
for taxable years beginning after December 31e 19734 for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has atteined the age of 65 before
the close of such taxable year ands for the calendar year in
which the taxable year of the taxpayer beginse has no gross
income and is not the dependent of another taxpayere

{4} {a) An additional exemption of $650 shall be
allowed for taxable years beginning after December 3le 1973,

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

~ HB 203
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yeare

(b} An additional exemption of 3650 shall be allowed
fdr taxable years beginniny after December 3le 1973y for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind ande for the calendar
year in which the taxable year of the taxpayer beginss has
no gross income and is not the dependent of another
taxpayers For the purposes of this subsection (4)(b}s the
determination of whether the spouse is blind shall be weade
as of the close of the taxable year of the taxpayers except
that if the spouse dies during such taxable yeary such
determination shall be wade as of the time af such deathe

(c) For purposes of this subsection (4)s an individual
is blind only if his central visval acuity does not =xceed
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
diameter of the visual field subtends an angle no greater
than 20 degreese

(5) (a) an exemption of $650 shall be allowed for
taxable years beginning after December 31y 1973, for each
dependent:

{i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $&50;

or
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{ii}) 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 vyear of the
taxpayer begins; or

{B} is a student.

(b} HNo exemption shall be allowed under this
subsection for any dependent who has made a joint return
with his spouse for the taxable year beginning in the
calendar year in which the taxable year of the taxpayer
beginse

{c) For purposes of subsection (5)({a){(ii)s the term
®child® means an individual who is a sons stepsons daughters
or stepdaughter of the taxpayere

{d) For purposes of subsection (5)(a)(ii){B)y the term
®student™ means an individual whos during each of 5 calendar
months during the catendar year in which the taxable year of
the taxpayer begins:

{i) is a full-time student at an educationai
institution; or

(it} is pursuing & full-time course of institutiona?
on-farm training under the supervision of an accredited
ayent of an educational tnstitution or of a state or
political subdivision of a state. for purposes of this
subsection {5){d)(ti)s the term "educational institution"”

means only an  educational institution which norr Yy

~B-
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maintains a regqular faculty and curriculum and normally has
a regularly corganized body of students in attendance at the
pYace where its educational activities are carried on.

(6 In the case of a ronresident taxpayers the
exemption deduction shall be prorated according to the ratio
the taxpayer®s Montana adjusted gross income bears to his

federal adjusted gross income.

Section 4« Section 15-30-122¢ MCAy is amended to read:

®15-30-122. Standard deduction. {l) In the case of a
resident individuals a standard deduction equal to 10X of
adjusted gross income shall be allowed if elected by the
taxpayer on his returne. The standard deduction shall be in
licu of 311 deductions allowed under 15-30-121« The maximum
standard deduction shall be $300. gas adjusted wupder _the
provisions of subsection [(2)y except in the case of a single
joint return of husband and wife the maxisum standard
deduction shall be $1,000 as _adjusted under the _provisions
of _subsection {2} The standard deduction shall not be

allowed to either the husband or the wife if the tax of one
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of the spouses is detersined without reqard to the standard
deductione For purposes of this sectiony the determination
of whether an individual is married shall be made as of the
last day of the taxable year; provideds howevery if one of
the spouses dies during the taxable years the determination

shall be made as of the date of deathe.

Section 5. Section 15-30-142¢ MCAy is amended to read:

®15-30-142« Returns and payment of tax -- penalty and
interest — refunds — creditss {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:_as adjusted under the provisigns of
subsection [(1}s and married individuals not fiting separate
returns and having a combined gross income for the taxable
year of more than $1,445; as adjusted under the prowisiens
of _subsection {7)s: shall be liable for a return to be filed
on such forms and according to such rules as the department
may prescribe. The gross income amounts referred to in the

preceding sentence shall be increased by $650s _as _adjusted

-10-
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under the provisions qof 15-30-112{T}s for each additional
personal exemption alilowance the taxpayer i5 entitled to
claim for himself and his spouse under 15-30-~112(3}) and (%}.
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 15-30-112(2%s (3)y and (%}s as prorated
according to 15-30-112(6).

{2) In accordance with instructions set forth by the
departmenty every taxpayer who is married and living with
husbaind or wife and is required to file a return mays at his
or her optione file 3 joint return with husband or wife even
though one of the spouses has neither gross incose nor
deductions. If a joint return is mader the tax shall he
computed on the aggreqate taxable income and the liabitity
with respect +to the tax shall be joint and several. If a
joint return has been filed for 3 taxable years the spouses
may not file separate returns after the time for filing the
return of either has expired unless the departement so
consents.

{3) If any such taxpayer is unable to make his own
returns the return shall be made by a duly authorized agent
or by & guardian or other person charged with the care of

the person or property of such taxpayere.
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{4) Al1 taxpayerss including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241s shall
compute the amount of income tax payshle and shally at the
time of filing the return required by this chapters pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
andfor any payment made by reason of an estimated tax return
provided for in 15-39-241; providedy howevers the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chaptere If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the awmount of income tax as
computedsy the taxpayer shall be entitled to a refund of th:
excess.s

{5} As soon as practicable after the return is fileds
the department shall exaemine and verify the taxe

(6) If the amount of tax as verified is qreaster ther
the amount theretofore paids the excess shall be paid by the
taxpayer to the department within 30 days after notice of
thhe amount of the tax as computeds with interest added at
the rate of 9% per annum or fraction thereof on the
additional taxe In such case there shall be no penalty
pecause of such understatements provided the deficiency iz
paid within 30 days after the first notice of the amount is

mailed to the taxpoyere.
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these adjusted asounts are not regquired to file a returna”

NEW SECTIONe Section 6e Adjusted base year structure
to appear on tax formse Individual income tax forms
distributed by the department for each taxable vyear wmust
contain instructions and tables based on the adjusted base
year structure for that taxable year.

Section Te Effective date. This act is effective on
passage and approval and applies to taxable years beginning
after December 31s 1978.

-End~

HRB 3c3
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STATE OF MONTANA
REQUEST NO. __86-79

FISCAL NOTE

Form BD-15

In >compliance with a written request received - . Japuary 23 , 19 79 , there is hereby submitted a Fiscal Note
for ___House Bill 303 = ___ 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 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) timcl June 1978 June 1979 June 1980 June 1981
CPIf 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 17 increase in total income
will lead to a 1.25% to 1.57% increase in income tax receipts).

¢) 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 157 of income tax receipts in FY(t) are attributable to liabilities incurred in
CY(t).

FISCAL IMPACT

FY 80 FY 81
Individual Income Tax Receipts
under current law $ 154.268 M $ 169.790 M
under proposed law 152,292 to 152.622 M 155.368 to 157.771 M
Est imated Decrcase (8 1.646 to 1.976 M) ($ 12.019 to 14.422 M)
FUND INFORMATION
General Fund
under current law $ 98.732 M S 108.666 M
under proposed law 97.467 to 97.678 M 99.436 to 100.973 M
fistimated Decrease (8 1.054 to 1.265 M) (8 7.693 to 9.230 M)
Earmarked Revenuce Fund
under current law $ 38.567 M $ 42.447 M
under proposed law 18.073 to 38.156 M 38.842 to 39.443 M
Estimated Decrease ($ 0.411 to 0.494 M) (5§ 3.004 to 3.605 M)
“TTTBUDGET DIRECTOR

oo Office of Budget and Program Planning
CONTINUED ON PAGE 2

Date: .




STATE OF MONTANA

REQUEST NO. 86-79

FISCAL NOTE

o B IS

In compliance with a written request received .. January 23

for _ House Bill 303

, 19 79 ., there is hereby submitted a Fiscal Note

.. 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.

Page 2
FUND INFORMATION (Cont.)
FY 80
Sinking Fund*
under current law  § 16.969 M

under proposed law

$ 16.752 to 16.788 M

Estimated Decrease

(5 0.181 to 0.217 M)

FY 81

$ 18.677 M
$ 17.090 to
($ 1.322 to

17.355
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 107 average income growth, Ilncome tax receipts would only
grow by about 47%; 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 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 DEPARTMENT OF REVENUE

/ézleiQthl7‘9f:EjA+ e
BUDGET DIRECTOR ~HZ:>1$5\

Office of Budget and Program Planning

Date: ;/)D/]? e




STATE OF MONTANA
REQUEST NO. 86-79 Revised

FISCAL NOTE

Form BD-15

In complianee with a written request received  February 8 46 79 pere s hereby submitted a Fiscal Note
for House Bill 303 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 bill revises the income tax structure by requiring that the tax brackets,
exempt ions, standard deductions, and minimum filing requirements be adjusted annually
for inflation and provides an effective date.

a) Ltime l June 1978 June 1979 June 1980 June 1981
CPl | 195.3 211.5 2248 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 17 increase in total income
will lead to a 1.25% to 1.57% increase in income tax receipts)

c) 1t is assumed that the proposed law will eliminate certain increases in income tax
revenue assocliated with inflation (e.g., increcases 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) 807 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

Fy 80 Fy 81
Individual Income Tax Collections
under current law $154.268 M $169.790 M
under proposed law $153.390 M to $153.829 M $163.969 M to $166.881 M
Estimated Decrease ($ 0.439 M to $§ 0,878 M) ($ 2.909 M to $§ 5.821 M)

(Continued on page 2)

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: _4,/ b ; !7?




STATE OF MONTANA |
REQUEST NO. 86-79 Reviser

FISCAL NOTE

I"n)‘ll{ AN -

In compliance with a written request received ... February 8 = 19 79 _ | there is hereby submitted a Fiscal Note
for .__Hosne Bill 303 __._._____ 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,

Page 2
FUND INFORMATION
FY 80 FY 81
General Fund
under current law $ 98.732 M $108.666 M
under proposed law $ 98.170 M to § 98.451 M $104.940 M to $106.804 M
Estimated Decrease (6 0.281 M to § 0.562 M) (6 1.862 Mto § 3.726 M)
Earmarked Revenue Fund
under current law $ 38.567 M $ 42.447 M
under proposed law $ 38.347 M to $ 38.457 M $ 40,992 M to $ 41.720 M
Estimated Decrease ($§ 0.110 M to § 0.220 M) ($ 0.727 M to § 1.455 M)
Sinking Fund*
under current law $ 16.969 M § 18.677 M
under proposed law $ 16.873 M to $ 16.921 M $ 18.037 M to $ 18.357 M
Estimated Decrease (6 0.048 M to § 0.096 M) ($ 0.320 M to § 0.640 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 (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 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 morce than about
47 after adjusting for inflation).

TECHNICAL NOTES

a) This revision of the original fiscal note was necessitated by the discovery that fiscal
note 86-79 overestimated the effect of HB 303 by adjusting taxes to 1979 levels.
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 . el
income to that account may necessitate additional BUDGET DIRECTOR
support from other sources. .
Office of Budget and Program Planning

Date:

PREPARED BY DEPARTMENT OF REVENUE




STATE OF MONTANA
REQUEST NO. 86-79 Amended

FISCAL NOTE

Form BD-15

In compliance with a written request received April 2 ST 19 72 _ | there is hereby submitted a Fiscal Note
(Third Readln? Version)
for _Amended House Bill ;’aQ_ZLH 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 Legisiature upon request,

Page 2

FUND INFORMATION (Cont.)

FY80 FY81

Earmarked Revenue Fund — E—

under current law $ 38.567 M $ 42.447 M

under proposed law $ 38.567 M $ 42.219 M to $ 42.333 M

Estimated Decrease (3 0 M) ($ 0.114 M to $ 0.228 M)
Sinking Fund*

under current law $ 16.969 M $ 18.677 M

under proposed law $ 16.969 M $ 18.577 M to $ 18.627 M

Estimated Decrease (s 0 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 cconomic trends in the 1981
Biennium in the 1983 Biennium it is likely that income tax collections will be decreased $4 to $5 million
below the current law level in FY1982. This decrcase would increase in FY1983,

TECHNICAL NOTE

It should be noted that receipts to the indicated Earmarked Revenue Fund are 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 19__ | there is hereby submitted a Fiscal Note

. i i \A ion . . L
for _Amended HOU&Q_MQl__&Tg{Jlr&%n%Oa lgé) er S%?ans ())f 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 bill would revise the income tax structure by requiring that the tax brackets,
exemptions, standard deductions, and minimum filing requirements be adjusted annually for
inflation, and providing a delayed applicability date.

ASSUMPT LONS
a) time June 1980 June 1981
CPI 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)

¢) 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 () are attributable to liabilities incurred in CY (t).

FISCAL IMPACT

FY80 Fygl

Individual Income Tax Collections

under current law $154.268 M $169.790 M

under proposed law $154.268 M $168.877 M to $169.334 M

Estimated Decrease s 0 ) ($ 0.456 M to $ 0.913 M)
FUND INFORMATTION
General Fund

under current law $ 98.732 M $108.666 M

under proposed law 98.732 M $108.081 M to $108.374 M

Estimated Decrease (s 0 ) (s 0.292 M to § 0.585 M)

BUDGET DIRECTOI}é‘;{\ 0o v

Continued on Page 2 Office of Budget and Program Planning Y

Date: ‘?‘7/ ‘y’r/ 7?
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Approved by Committee
on Taxation

HOUSE BILL NO. 303
INTRODUCED BY NORDTVEDTs ROSKIEs FABREGAy UHDEs RAMIREZ,
LENSINKs KESSLERs ROSENTHALe FAGGe GOODOVERe TEAGUE.
TURKAGEs SIVERTSEMs SCULLYs IVERSONs MATHERSs BOYLAN,

HAFFERMANYy RYANes THIESSENes HAZEUBAKERe GALTe VINCENT

A BILL FOR AN ACT ENTITLED: ™AN ACT TO REVISE THE INCOME
TAX STRUCTURE By REQUIRING THAT THE TAX BRACKETS.
EXEMPTIONSs STANDARD DEDUCTIONS, AND MINTMUM FILING
REQUIREMENTS BE ADJUSTED ANNUALLY FOR INFLATION; AMENDING
SECTIGNS 15-30-101y 15-30-103y 15-30-112y 15-30-122s AND
15-30-142+ MCA; AND PROVIDING AN--EFFEEFEIVE A _DELAYED

APPLICABILIYY DATE.™

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 15-30-10Le KCA, is amended to read:
"15-30-101. Definitionss For the purpose of this

chapters unless otherwise required by the context: the

following definitions apply:

{1)__“Base year structure® peans.the following elements
of the_ income tax structures

{a)__the _tax _bragkets established _jo__1%-30-103 _io

effect on Japuary l: 3926 12803
{b}__the exempticons contaioed in_15-30=-112 in_effect oo

January ls 318 1980:
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{ci_the  maximum _ standacd _deduction_ _provided. io
15-30-122 ip effect on_Jaouary ls_ 1938 1280a

£2)__"Copsumser price_index” measns _the _coposumer .price
indexs _United States city averages for all itemss usiog the
1967 base of 100 _as _published by  the bureau of _labor
stotistics of the UaSs departeect.of labore

€33(3) “Department® means the department of revenue.

t2444) "Dividend™ means any distribution wmade by a
corporation cut of its earnings or profits to its
shareholgers or mesbers: whether in cash or in other
property or in stock of the corporations other than stock
dividends as herein defineds. “Stock dividends® means new
stock issueds for surplus or profits capitalizeds to
shareholders in proporticer to their previous holdingse

+33[3) *"Fiduciary"®™ means a quardians trustees
executors administratore receivers conservators or any
persons whether individual or corporates acting in any
fiduciary capacity for any persons trusts or estate.

+4%4161 "™Foreign country™ or ®“foreign government™ means
any jurisdiction other than the one embraced within the
United Statess its territories and'possessions.

£1)__=loflation _factor® _means__a_ _psreentage  NUMBER
determiped _for _each taxable_ yedr Ly dividing.the consumer
price_ingex for_ June of the toxable _year _by_ _the _coosuper

price_index_for_ Jupcs x319 1900
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+5+L8)1 "imformation agents™ include all individualsse
corporationss associationss and partnershipss in whatever
capacity actings including lessces or mortgagors of real or
personal propertyp.fiauciaries. emplioyersy and all officers
and employees of the state or of any municipal corporation
or political subdivision of the states having the controly
receipts <custodys disposals or payment of interests rents
salariesy wagess premiumssy annuitiess compensationsy
remunerationss emolumentss or other fixed or determinable
annual or periodical gainss profitssy and income with respect
to which any person or fiduciary is taxable under this
chaptere

£63L2) "Net income® means the adjusted gross income of
a taxpayver ltess the deductions alltowed by this chapter.

+#3410) "Paid®™e for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
incurredy and the terms '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
computad under this chapter.

483+(11) "Received®, for the purpose of computation of
taxable income under this chapters means received or accrued
and the term “received or accrued® shall be construeqd
according to the method of accounting upen the basis of

which the taxable income is computed under this chaptere
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+9¥112) “Resident'.applies only to natural persons and
includess for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable years 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
from the state and has not established a residence
elsewheres

¢38%(13) "Taxable income™ means the adjusted gross
income of a taxpayer less the deductions and exemptions
provided for in this chapter.

tt¥L1%) "Taxable year™ means the taxpayer®s taxable
year for federal income tax purposeses

t+24415) "Taxpayer™ includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.”

Section 2. Section 15-30-103y MCAs is amended tn read:

»15-30-103. Rate of taxe {1) There shall be levied,
collecteds and paid for each taxable year commencing on or
after December 31y 1968y upon the taxable income of every
taxpayer subject to this taxs after making allowance for
exemptions and deductions as hereinafter provideds a tax gp
the following brackets of taxable income as._adjusted _under
subsection_(2) at the following rates:

+34{al on the first $1+000 of taxable income or any
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part thereofs 2%;

+¢2¥{b) on the nmnext $1+000 of taxable income or any
part thereof, 3%;

+33L€)] on the next $2:000 of taxable income oOr any
part thereofs 4%;

t43[d)l on the next $2,000 of taxable income or any
part thereofs. 5%

t54{e) on the next $2+000 of taxable income or any
part thereofy 6%

+634f) on the next $2.000 of taxable income or any
part thereof, TX;

7391 on the next $44000 of taxable income or any
part thereofs 8%;

+83(h) on the next $64+000 cof taxadble income or any
part thereofs 9%;

$93{i) on the next $15+000 of taxable income or any
part thereofs 10%;

++844j) on any taxable income in excess of $35,C00 or
any part thereofs. 11%.

{2)_ By November _1 of each_years the deporteant _sball
multiply the bracket ampount cootained io_subsection_ _L1)_ Dby
the _inflation _factor _faor _that taxable year_ oaod rouad.tbe
mrroduct to the nearest $100. Ibe resulting adjusied Drackets
are_effective for that taxable year and shall_be used_ as. the

basis_for imposition of the tax_ ip_subsegtion (1) _of .this
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sectiona™

Section 3. Section 15-30-112, MCAs is amended to read:

"15-30-112. Exemptionse (1) in the case of an
individuals the exemptions provided by this section apd
adjusted _under _the procedure established in subsection L1}
shall be allowed as deductions in computing taxable incomee

(2) {a) An exemption of $650 shall be allowed for
taxable years beginning after December 31y 1973, for the
taxpayers.

{b) An additional exemption of $650 shall be allowed
for taxable years beginning after December 31+ 1973+ for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouses for the calendar year in which
the taxable year of the taxpayer beginss has no gross income
and 1s not the dependent of another taxpayer.

{3) (a) An additional exemption of $650 shall be
allowed for taxable years beginning after December 31y 1973,
for the taxpayer if he has attained the age of 65 before the
close of his taxable yeare

[b} An additional exemption of $650 shall be allowed
for taxable ycars beginning after December 31y 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
the close of such taxable year ande for the calendar year in

which  the taxable yeooo of the taxpayer beginse has no gross
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income and is not the dependent of another taxpayere.

() {(a) An additional exemption of $650 shall be
allowed for taxable years beginning after December 3ls 1973,
for the taxpayer if he is blind at the close of his taxable
yeare.

{b} An a3dditional exemption of 3650 shall be allowed
for taxable years beginning after December 3ls 19734 for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind ands for the calendar
year in which the taxable year of the taxpayer beginss has
no gross income and is not the dependent of another
taxpayers For the purposes of this subsection (4}(b)s the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayers except
that if the spouse dies during such taxable vyears such
determination shall be made as of the time of such deathe

{c} For purposes of this subsection (%)s an individual
is blinda only if his central visual acuity does not exceed
207200 in the better eye with correcting lenses or if his
visual acuity is greater than 207200 but is accompanied by a
limitation in the fields of wvision such that the widest
diameter of the visual field subtends an angle no greater
than 20 degrees.

{5) (a) An exemption of 3650 shall be allowed for

taxable years beginning after December 31y 1973y 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 36503
or

{+i}) 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

(8) is a students.

{b) No exemption shall be allowed wunder this
subsection for any dependent who has made a3 joint return
with his spouse for the taxable year beginning in the
calendar year in which the taxable year of the taxpayer
beginse

{c) For purposes of subsection (5)(a)(ii}r the term
"chilg™ means an individual who is a sons stepsons daughters
or stepdaughter of the taxpayers

{d} For purposes of subsection (5}(a)(ii){B)s the term
"student™ means an individual whos during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

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

{iiy) is pursuing a full-time course of institutional

gn-farm training under the supervision of an accredited
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agent of an educationatl institution or of a state or
political subdivision of a states For purposes of this
subsection {5){cylii}s» the term ™educational institution™
means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regularly organized body of students in attendance at the
ptace where its educational activities are carvied on.

{6) In the case of a nonresident taxpayery the
exemption deduction shall be prorated according to the rat.c
the taxpayer's Montana adjusted gross income bears to his
federal adjusted gross incomes

11)__By__Hovember _1 of each years the departmsot_shall
multiply all_the exemptions provided io this section.by _ibe
inflation_factor for that taxable year and round_tbe_product
to_the _nearest $i $10s_Ihe resulting adjusted exesmpliQes_are
effective _for _that _taxable _year_ _and _shall_ . _be _used io
calculating the_ tax imposed in 15-3¢-103."

Section %s Section 15-30n-1224 MCAs is amended to read:

"15-30-122. Standard deductions {11 In the case of a
resident individuals 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 a1l deductions allowed under 15-30-121« The maximum
standard deduction shall be $500+ 25 gdsusted under the

provisions_of _subsection_f2)ls except in the case of & single
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joint return of husband and wife the maximum standard
deduction shall be $1+000 25_adjusied under the provisions
gf subsection [2)e The standard deduction shall not be
allowed to either the husband or the wife if the tax of one
of the spouses is determined without regard to the standard
deductions For purposes of this sections the determination
of whether an individual is married shall be made as of the
last day of the taxable year; providedsy howevers if one of
the spouses dies during the taxable years the determination
shall be made as of the date of death.

12)__By_ November 1 of each years the departsent shall
gultiply the maxioum stapdard deduction for single _returps
ﬂnﬂ--iQinx__Lc:ULus_h!_xne_inila:1nn_Ia;lnL.InL-:hat-hazanle
year_and_round the progurt_to the pearest $10. The resultiog
adyusted exeaptions ore effective for that taxable year _and
shall_ _be used.in_calculating.the tax_imposed in_13-30-103."

Section S« Section 15-30-142+ MCAy is amended to read:

"]15-30-142., Returns and payment of tax -- penalty and
interest -- rufunds -- creditse (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 wmore thon $720s_as_adjusted under_the provisions__of
subsectipo._{I)s and married individuals not filing separate
returns and having a combined gross income for the taxable

year of more than $1+445p as_adjusted under the provisions
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of _subsection {I)x shall be iiable for a return to be filed
on such forms and according to such rules as the department
may prescribes The gross income amounts referred to in the
preceding sentence shall be increased by $6503_as_adjusted
under _the provisions of 13-30=112{Ilx for each additicnal
personal exemption allowance the taxpayer is entitled to
claim for himself 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 from sources
within Montana exceeds the amount of the exemption deduction
he is entitled to claim for himself and his spouse under the
provisions éf 15-30-112{2)+ (3)er and (4%)+ as prorated
according to 15-30-112(6}.

{2) In accordance with instructions set forth by the
departments every taxpayer who is married and Jliving with
husband or wife and is required to file 3 return mays at his
or her options file a joint return with husband or wife even
thouyh one of the spouses has neither gross income nor
deductionse I[f & joint return is w®ades the tax shall be
computed on the aggregate taxable income and the liabitity
with respect to the tax shall be joint and severals If a
joint return has been filed for a taxable years the spouses
may not file separate returns after the time for filing the
return of either has expired unless the department so

consentse.
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{3) If any such taxpayer is unable to make 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 taxpayeres

{4} A1l  toxpayerss including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241s shall
compute the amount of income tax payable and shall, at the
time of filing the return required by this chapters. 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; provideds howevers the tax so
computed is greater by $l1 than the amount withheld and/or
paid by estimated return as provided in this chapters [f the
amount of tax withheld andsor payment of estimated tax
exceeds by more than $1 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 tax.

{6) If the amount of tax as verified is qgreater than
the amount theretofore paids the excess shall be paid by the
taxpayer to the department within 30 days after notice of
the amount of the tax as computedy 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 shali be no penalty
because of such understatements provided the deficiency is
paid within 30 days after the first notice of the amount s
mailed to the taxpayeras

1311 _By _November . X of each yeag. the deparimept _shall
aultiply the yipious amount Qf _gross. iocome _pecessitating
the _filiog .of _a__rexucn by the_ ioflation facter for that
taxable years These adjusted ascunts_are effective for_  that
taxable _years. ond. persops_.baving gross_ipcomes_less_than
these_adjusted amounts afe pot gecuired to file _a_ _return.”

NER_SECIIOM. Section 6. Ad usted base year structure
to appear on tax formse TIndividual income tax forms
distributed by the department for each taxable year must
contain instructions and tables based on the adjusted base
year structure for that taxable year.

Section Te Effective-—-date APPLICABILIYTY. This act +9
cffective-on-passage-snd-approvat--snd appiies tc taxable
years beginning after December 31+ $938 )9E0.

~-End-
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HOUSE BILL NO. 303
INTRODUCED BY NORDTVEDTs ROSKIEs FABREGAs UHDE: RAMIREZ,
LENSINKy KESSLERs ROSENTHALs FAGGs GOODOVERs TEAGUE.
TURNAGEe SIVERTSENe SCULLYs IVERSON, MATHERSs BOYLAN.

HAFFERMANY RYANy THIESSENs HAZELBAKERs GALTs VINCENT

& BILL FOR AN ACT ENTITLED: ™AN ACT TO REVISE THE INCOME
TAX STRUCTURE BY REQUIRING THAT THE TAX BRACKETS.
EXEMPTIONSs STANDARD DEDUCTIONS s AND MININMUM FILIRG
REQUIREMENTS BE ADJUSTED ANNUALLY FOR INFLATION; AMENDING
SECTIONS 15-30-101y 15-30-103y 15-30-112y 15-30-122, AND

15-30-142» MCA; AND PROVIDING AN--EFFEEFEVE A __DELAYED

APPLICABILLITY DATE.™

BE 1T ENACTED BY THE LEGISLATYURE OF THE STATE OF MONTANA:
Section l+ Section 15-30-101s KCA: is amended to read:
n15-30-10)l. Definitionss For the purpose of this

chapters unless otherwise required by the contexty the

following definitions appiy:

L11__"Base year structure® seans ibs following elesents
of the inCome tax siruciuces

fa)__the tax _brackets _established _ie..1%=30-103 _io

gffect on January ls 29368 19803
{b)__the exemptions contaiged in_l5-30-112 io effect oo

Jaguary_li 1378 12805
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ic)__the _maximum __stapdard  deduction_ _provided _in
A5:-20-122.in effect oo Japuary ls %938 1280a

421 =Coosumec price_index™ medns__the consumer .price
ipdexs _United States ciky averages for all jtemss using the
1267 base of __100__as__published by _the bureau of _labor
statistics of the UalSa department of labors

$+3313) “Department™ means the department of revenue.

t23{8) "Dividend™ means any distribution wmade by a
corporation out of its earnings or profits to its
shareholders or hembers' whether in <cash or in other
property or in stock of the corporations other than stock
dividends as herein defineds ™Stock dividends® means new
stock issueds for surpius or profiis capitalizeds to
shareholders in proportion to their previous holdingse

+3313) “"Fiduciary™ BCANS a quardiang trustees
executors administrator: receivery <conservators or any
persons whether individual or corporates acting in any
fiduciary capacity for any persons trustsy Or estate.

t4¥{6) “Foreign country” or "foreign government®™ means
any jurisdiction other than the one embraced within the
United States, its territories and‘possessions.

413 . “loflation__factor® _sedos__a _percentage  NUMBER
detersined. . _for _each _taxeble year by dividing the consumer
price_index_for Jupe of fhe taxable _year by _the_ _consumer

price_index _for_Jdunes 29239 1980a

-2- HB 303
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+5418)1 “Information agents” include all individualse
corporationse associationssy and partnershipse in whatever
capacity actinge including lessees or mortgagors of real or
personal pfoperty-‘fiduciaries- employerse and all officers
and employees of the state or of any wmunicipal corporation
or political subdivision of the states having the controls
receipts custodye disposals or payment of interests rents
salariesy wagess preaiumssy annuitiesy compensationssy
remunerationss emolumentss or other fixed or detersinable
annual or periodical gainss profitsy and income with respect
to which any person or fiduciary is taxable under this
chaptere

$+63(%) "Net income™ means the adjusted gross income of
a taxpayer less the deductions aliowed by this chapters

£#3110) "Paid™y for the purp&ses of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms "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
computed under this chaptere. -

4831111 "Received™, for the purpose of computation of
taxable income under this chapters means received or accrued
and the term ™received or accrued™ shall be construed
according to the wmethod of accounting upon the basis of

which the taxable income is computed under this chapters
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+97{12) "Resident™ applies only to natural persons and
includess for the purpose of determining tiability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domiciled in the state of
Montana and any other person who maintains a permanent ptace
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewheree.

++9¥113]) =Taxable income™ means the adjusted gross
income of a taxpayer 1less the deductions and exemptions
provided for in this chaptere

£2E+[l%]1 “Taxable year™ means the taxpayer's taxable
year for federal income tax purposes.

+12¥{151 "Taxpayer™ includes any person or fiduciarye
resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.”

Section 2« Section 15~30-103¢ MCAy is amended to read:

")5-30-103s Rate of taxe L1} There shall be levieds
collecteds and paid for each taxable year commencing on or
after December 31y 1988y upon the taxable income of every
taxpayer subject to this taxs after making allowance for
exemptions and deductions as hereinafter provideds a tax on
the following brackets of taxable income as _adjusted _upder
subsectign {2) at the following rates:

+34{a) on the first $1+000 of taxable income or any

e HE 303



10
11
12
13
l4a
15
16
17
18
19
20
21
22
23
24

25

HB 0303702

part thereofs 2%;

t+24Lbl on the next $1+000 of taxable income or any
part thereofs 3%;

+33(c)l on the next $2.000 of taxable income or any
part thereofe 4%;

f43Ldl on the next $2.,000 of taxable income or any
part thereofs 5%;

+5¥(e}) on the next $2.000 of taxable income or any
part thereofs 6%;

t631fl on the next $2+000 of taxable income or any
part thereofs 7%;

+#34{g)l on the next $4,000 of taxable income or any
part thereofs B8X:

+8¥{h) on the next $6+000 of taxable income or any
part thereofs 9%;

£€93(i) on the next $15+000 of taxable income or any
part thereofs 10%;

+4841j) on any taxable income in excess of $35,000 or
any part thereofs 11%.

423 _By_ _November 1 of each years the department_sbtall
pultiply the brackel amouot contaiped in subsection. . f13 _by
the _inflarion _factor for that taxable year_ aod_round the
product to_the nearest $100. The resulting adjusted brackets
are_effective for that taxable year aad shall be used as_the
basis_for imposition of the tax in subsection (1) of _this

-5 HB 303
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sectiona”

Section 3. Section 15-30-112+ MCAs is amended to read:

*15-30-112. Exemptions. {1) In the case of an
individualy the exemptions provided by this section ang
adjusted uoder _the procedure _established in subsecticn {7)
shall be allowed as deductions in computing taxable income.

{2) (a) an exemption of $650 shall be allowed for
taxable years beginning after December 31y 1973y for the
taxpayeres

{b) An additional exemption of $650 shall be allowed
for taxable years beginning after December 31s 1973, for the
spouse of the taxpayer if a separate return is -ade- by the
taxpayer and if .the spouses for the calendar year in which
the taxable year of the taxpayer beginss has no gross income
and is not the dependent of another taxpayere

(3} (a) An  additional exemption of 3650 shall be
alliowed for taxable years beginning after December 31, 1973,
for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

(b} An additional exemption of $650 shall be allowed
for taxable years beginning after.Decemher 31+ 1973y for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has attained the age of &5 before
the close of such taxable year ands for the calendar year in

which the taxable year of the taxpayer beginse has no gross

b HB 303
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income and is not the dependent of another taxpayers

{4) (a) An additional exemption of $650 shall be
allowed for taxable years beginning after December 31+ 1973,
for the taxpayer if he is blind at the close of his taxable
yeare

{b) An additional exemption of $650 shall be allowed
for taxable years beginning after Oecember 31+ 1973¢ for the
spouse of the taxpayer if a3 separate return is made by the
taxpayer and if the spouse is blind ande for the calendar
year in which the taxable year of the taxparyer beginss has
ne gross income and is not the dependent of another
taxpayer. For the purposes of this subsection {4)(b)s the
determination 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 ;uch taxable years such
determination shall be made as of the time of such deathe

{c) For purposes of this subsection (&) an individual
is blind only if his central visual acuity does not exceed
207200 in the better eye with correcting lenses 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 degreese.

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

taxable years beginning after December 31+ 1973y 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 356503
or

(ii) 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 begins3 or

(B} is a studente.

{(b) No exemption shall be allowed under this
subsection for any dependent who has made a joint return
with his spouse for the taxable year beginning in the
calendar year in which the taxable year of the taxpayer
beginss

{c) For purposes of subsection (5)(a)(ii)s the term
fchild' means an individual who is a sons stepsons daughters
or stepdaughter of the taxpayere.

{d) For purposes of subsection (5}(a)(ii)(8)}s the term
*student™ means an individual whos during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

(i} is a full-time student at an educational
institution; or

{ii) is pursuing a full-time course of instituticnatl

on-farm 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 (S)(d){ii}» the term ®"educstional institution®
means only an educational institution which normally
maintains a regular faculty and curriculum 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 taxpayery the
exemption deduction shall be prorated according to the ratio
the taxpayer*®s Montana adjusted gross income bears to his
federal adjusted gross incomes

{7)_ By Hovember _1 of each years the departumeot sball
multiply a3ll the exemptions provided in this _secticn by _the
inflation facter faor that taxable year and round the product
to_the nearest $% $10a The resulting adjusted exempticns are
effective _for _that taxable _year and _shall be wused in
calculating the tax_jmposed in_15-30-103."

Section 4. Section 15-30-122y RCAs is amended to read:

n15-30-122. Standard deductions (1) In the case of a
resident individualey a standard deduction egual to 10% of
adjusted gross income shall be allowed if elected by the
taxpayer on his returne. The standard deduction shall be in
lieu of all deductions allowed under 15-30-121. The maximum
standard deduction shall be $500, as_adiusted under_tbe

provisions_9f_subsection f2}s except ir the case of a single
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joint rteturn of husband and wife the maximum standard
deduction shall be $1,000 g5 _adjusted under the provisions
of subsection (2l The standard deduction shall not be
allowed to either the husband or the wife if the tax of one
of the spouses is determined without regard to the standard
deductione For purposes of this sections the determination
of whether an individual is married shall be made as of the
last day of the taxable year; provideds howevers if one of
the spouses dies during the taxable years the determination
shall be made as of the date of death.

L2y By _November 1 of each years the depactment _shall
multiply the waxisum standard deduction for sSingle _returps
and__jeint _returns by the inflation factor for that taxable
year_aad_gound the product to the gearest $1Q. The resulting
adjusted exemptions _are effective for that taxable year _apd
shall._be used_ip calculating the tax_ isposed in 15-30:-103"

Section 5. Section 15-30-142s MCAs is amended to read:

®15-30-142. Returns and paywment of tax -- penalty and
interest -- refunds -- credits. (1) Every single individual

and every married individual not filing a joint return with

‘his or her spcuse and having a gross income for the taxable

year of wore than $720,_as_gdjusted under the provisions _of
subsaction _(7)s and married individuals not filing separate

returns and having a combined gross income for the taxable

year of more than $1.4453_95_adjusted under the provisions
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of _subsection_{Ils shal) be ltiable for a return to be filed
on such forms and according to such rules as the department
may prescribees The gross income amounts referred to n  the
preceding sentencé shall be increased by 36503 _as_adjusted
uader the_provisions of 15=30-112(7)1s for each additional
personal exemption allowance the taxpayer is entitied to
claim for himself and his spouse under 5-30-112{3) and (4}
A nonresident shall be required to file a return {f his
gross income for the taxable vyear derived from sources
within Montana exceeds the amount of the exemption deduction
he is entitled to claim for hi-self and his spouse under the
provisions of 15-30-112{2)s (3}s and (%)» as prorated
according to 15-30-112(6}.

{2) In accordance with instructions set forth by the
departmenty every taxpayer who is Qarried and living with
husband or uife_and is required to file a return mays at his
or her options file a3 joint return with husband or wife even
though one of the spouses has neither gross income nor
deductionss If a joint return is wmades the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for 3 taxable years the spouses
may not file separate returns after the time for filing the
return of either has expired unless the department so

consentse
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{3} If any such taxpayer is unable to make his own
returns the return shall be made by a duly authorized agent
or by a quardian or other person charged with the care of
the person or property of such taxpayers

{4) All taxpayersy including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241ls shall
coapute the amount of income tax payable and shalls a3t the
time of filing the return required by this chapters pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/for any payment made by reason of an estimated tax return
provided for in 15-30-2413 provideds howevers the tax so
computed is greater by $1 than the amount withheld andsor
paid by estimated return as provided in this chapter. If the
amount of tax withheld andsor payment of estimated tax
exceeds by more than $1 the amount of income tax as
computeds the taxpayer shall be entitled to a refund of the
excessSe

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

{6) 1f the amount of tax as verified is gqreater than
the amount theretofore paids the excess shall be paid by the
taxpayer to the department within 30 days after notice of
the amount of the tax as computeds 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
because of such understatements provided the deficiency is
paid within 30 days after the first notice of the amount is
mailed to the taxpayeres

{11} _By_ fNovember 1 of each years the departsept shall
eultiply the minimsum asount of _gross__income _necessitating
the filing _of_ _a_ _return by the inflation factor for that
taxzable years These adjusted amounts are effective for _that
taxable _years _and. persons. baving gross_incowes less than
these adjusted amountis are not required to file .a . return.”

MEW SECTIONe Section 6. Adjusted base year structure
to appear on tax formse. Individual income tax forms
distributed by the department for @ach taxable year must
contain instructions and tables based on the adjusted base
year structure for that taxable year.

Section Te Effective--date APPLICABILITY. This act +9
effective-on-passage—and-approvat--and applies to taxable
years beginning after December 31+ #9%8 198Q.

-End-
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HOUSE BILL NG. 303
INTRODUCED BY NORDTVEDTy ROSKIEs FABREGAs UHDEs RAMIREZy
LENSINKy KESSLERs ROSENTHAL: FAGGs GOODOVERs TEAGUE,
TURNAGEs SIVERTSENs SCULLYy IVERSONy MATHERSs BOYLANs

HAFFERMANy RYANy THIESSENs HAZELBAKERsy GALTs YINCENT

A BILL FOR AN ACT ENTITLED: AN ACT TO REVISE THE INCOME
TAX STRUCTURE BY REQUIRING THAT THE TAX BRACKETSe
EXEMPTIONS, STANDARD DEDUCTIONSs AND  MINTMUM  FILING
REQUIREMENTS BE ADJUSTED ANNUALLY FOR INFLATION; AMENDING
SECTIONS 15-30-101y 15-30-103s 15-30-112y 15-30-122+ AND
15-30-142y MCA; AND PROVIDING AN--EFFECFEVE A__DELAYED
APPLICABILITY DATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 15-30-101y MCAy is amended to read:
%15-30-101. Definitionse For the purpose of this

chapters unless otherwise required by the context: the

following definitions apply:
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t+3L3) "“Department™ means the department of revenues.

t2¥(%) "Dividend®” means any distribution wmade by a
corporation out of Its earnings or profits to its
shareholders or m=mesmberss whether In cash or In other
proparty or in stock of the corporations other than stock
dividends as herein defined. ™“Stock dividends™ waseans new
stock issuedy for surplus or profits capltalizedy ¢to
shareholders in proportion to their previous holdingse.

£3445) “Fiduciary"™ means a quardians trusteey
executorsy administrators receivery conservators or any
person» whether individual or corporates acting in any
fiduciary capacity for any persons trustes or estate.

t4¥{Hh) "Forelgn country™ or “forelgn government™ means
any jurisdiction other than the one embraced within the
United Statess its territories and possessions.

L1} *Inflation _factor® _meapns _a pearcentage  NUMBER

—2- HB 303
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145¥(8) “"Information agents®™ include all individualse
corporationss associationse and partnershipss in whatever
capacity actings including lessees or mortgagors of real or
personal propertyy fiduciariess employerss and all officers
and employees of the state or of any municipal corporation
or political subdivision of the statey having the controly
receiptsy custodys disposale or payment of interesty rents
salariesy wagessy premiumsy annuitiess compensationss
remunerationss emolumentss or other fixed or determinable
annual or periodical gainss profitse and income with respect
to which any parson or fiduclary' is taxable under this
chaptere.

t644321 “Net Income™ means the adjusted gross income of
a taxpayer less the deductions allowed by this chapter.

+¥3L19Q) "Paid™y for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms ®paid or incurred® and “paid or
accrued”™ shall be construed accerding to the method of
accounting upon the basis of which the taxable income is
computed under this chapter.

+8¥{11) "Received®y for the purpose of computation of
taxable income under this chapters means received or accrued
and the term "received or accrued® shall be construed
according to the method of accounting upon the basis of

which the taxable income is computed under this chaptere
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+9¥(12) "Resident™ applies only to natural persons and
includess for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domiciled in the state of
Montana and any other person whe maintains @ permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

+844{13) "Taxable income® means the adjusted gross
income of a taxpayer 1less the deductions and exemptions
provided for in this chaptere

+3¥3¥(1%) "Taxable year™ means the taxpayer®s taxable
year for federal income tax purposes.

t323{15) "Taxpayer”™ includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.”

Section 2. Section 15-30-103y MCAs is amended to read:

"15-30-103, Rate of taxe (1] There shall be levieds
collectedy and paid for each taxable year commencing on or
after December 31y 1968, upon the taxable income of every
taxpayer subject to this taxs after making allowance for
exemptions and deductions as hereinafter provided, a tax gp
the folleowiog brackets of taxable income as adjusted under
subsection [2) at the following rates:

$t3¥{al on the first $14000 of taxable income or any
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part thereofs 2X;

+2¥{b} on the next $1,000 of taxable incoeme or any
part thereofs 3%;

£33{c} on the next $2,000 of taxable income or any
part thereofs 4%;

t43f{d] on the next $2:000 of taxable income or any
part thereofy 5%;

£+53(€)l on the next $2:000 of taxable income or any
part thereofs 63%;

t63Lf) on the next $2+000 of taxable income or any
part thereofs 7Xj

+#¥{g] on the next $4,000 of taxable income or any
part thereofs 8%;

+8+{h} on the next $6:000 of taxable Income or any
part thereofs 9%;

+93¥{i] on the next $159000 of taxable income or any
part thereofsy 10X%;

t283(j} on any taxable income in excess of $35,000 or

any part thereofy 11X,
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sectione”

Section 3« Section 15-30-112y MCAs is amended to read:

*15-30-112. Exemptions. {1) In the case of an
individualy the exemptions provided by this section anpnd
adjusted under the procedure establisbed in subsection (1}
shall be allowed as deductions in computing taxable income.

{2) (a) An exemption of $650 shall be allowed for
taxable years beginning after Decesber 31y 1973, for the
taxpayeras

{b) An additional exemption of $650 shall be allowed
for taxable years beginning after Deceaber 3ly 1973+ for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spousee for the calendar year in which
the taxable year of the taxpayer beginss has no gross income
and is not the dependent of another taxpayere.

{3) (a) An additional exemption of $650 shall be
allowed for taxable years beginning after December 31, 1973,
for the taxpayer if he has attained the age of 65 before the
ciose of his taxable year.

{b} An additional exemption of %650 shall be allowed
for taxable years beginning afterlDecenber 31 19734 for the
spouse of the taxpayer if a separate return Is made by the
taxpayer and if the spouse has attalned the age of 65 before
the close of such taxable year ands for the calendar year in

which the taxable year of the taxpayer beginss has no gross
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income and is not the dependent of another taxpayer.

(4} ({(2) An additional exemption of 3650 shall be
allowed for taxable years beginning after December 31y 1973,
for the taxpayer if he is blind at the close of his taxable
years

(b) An additional exemptlon of $650 shall be allowed
for taxable years beginning after December 31, 1973, for the
spouse of the taxpayer if 3 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 beginss has
no gross income and is not the dependent of another
taxpayere For the purposes of this subsection (4){b)s the
determination of whether the spouse is blind shall be wmade
as of the close of the taxable year of the taxpayers except
that if the spouse dies during such taxable yeares such
determination shall be made as of the time of such death.

(c) For purposes of this subsection (4)s an individual
is blind only if his central visual acuity does not exceed
207200 in the better eye with correcting lenses or if his
visual acuity is greater than 207200 but Is accompanied by a
limitation in the fields of wvision such that the widest
di ameter of the visual field subtends an angle no greater
than 20 degreeses

{5) {(a) An exemption of $4650 shall be allowed for

taxable years beginning after December 31y 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 3$650;
or

(ii) 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) is a student.

{b) No exempt ion shall be allowed under this
subsection for any dependent who has made a Joint return
with his spouse for the taxable year beginning in the
calendar year in which the taxable vyear of the taxpayer
beginss

{c)} For purposes of subsection (5){a){ii}s the term
"child® means an individual who is a sones stepsons daughter,
or stepdaughter of the taxpayere

{d) For purposes of subsection (5)(a){ii)(B)e the term
"student® means an individual whos during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

{i) is a full-tine student at an educat ional
institution; or

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

on-farm training under the supervision of an accredited
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agent of an educational institution or o©of a state or
political subdivision of a state. For purposes of this
subsection (5)}(d}{ii)s the term “educational Institution”
means only =n educational institution which normally
maintains a regular faculty and curriculum and normally has
a reqularly organized body of students in attendance at the
place where its educational activities are carried one.

(¢} 1In the case of a nonresident taxpayers the
exemption deduction shall be prorated according to the ratio
the taxpayer's Montana adjusted gross income bears to his
federal adjusted gross income.

41} By Noveaber 1 of each years the departigent shall
mulitipiy all the exemptions provided in ihis section by the
inflation factor for that taxable year and round the product
to the nearest 3% §10. The resulting adjusted exemptions are
effective _for _that taxable —year _and _shall _be _used in
calculating the tax impgsed in 15-30-103."

Section 4« Section 15-30-122¢ MCAs is amended tb read:

"15~30-122«. Standard deduction. 1) In the case of a
resident individualy a standard deduction equal to 10X of
adjusted gross income shall be allowed if elected by the
taxpayer on his returne The standard deduction shall be in
lieu of all deductions allowed under 15-30-121. The maximum
standard deduction shall be $500, as adjusied under the
provisions of subsection {2). except in the case of a single
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joint return of husband and wife the maxisums standard

deduction shall be $1,000 as adjusted uoder the provisions
of subsection (2}« The standard deduction shall not be

allowed to either the husband or the wife if the tax of one
of the spouses is determined without regard to the standard
deductions For purposes of this sections the determination
of whether an individual is married shall be made as of the
Tast day of the taxable year; provideds howevery If cne of
the spouses dies during the taxable yeare the determination
shall be made as of the date of deathe.

12) By MNoveaber _1 of each years fhe department sball
multiply the maximum standard deduction for single.  returns
and _Joint returns by the inflatjon factor for that taxable
¥ear and round the product to the nearest $10. The rasulting

shall be used in calculating the tax imposed in 15-30-103,%
Section 5« Section 15-30-142y MCAe is amended to read:
"15-30-142. Returns and payment of tax ~- penalty and

interest -- refunds — creditse. (1) Every single individual

and every married individual not Filing a2 joint return with
his or her spouse and having a gross income for the taxable
year of more than $720a_as adlusted undec the pravisions_ of
subsectian {(I)s and married individuals not filing separate

returns and having a combined gross income for the taxable

year of wmore than $1.445s: as adjusted under the provisions
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of subsection (I)ls shalY be liable for a return to be filed

on such foras and according to such rules as the department
may prescribe. The gross income amounts referred to in the
praceding sentence shall be increased by $650s_as adjustad
uoder _the provisions of 15-30-11217)s for each additional
personal exemption allowance the taxpayer is entitled to
claim for himself and his spouse under 15-30-112{3) and (4).
A nonresident shall be required to file a return if his
gross incoma for the taxsble year derived fros sources
within Montana exceeds the amount of the exemption deduction
he is entitled to claim for himself and his spouse undesr the
provisions of 15-30-112{(2)y (3)s and (4)y as prorated
according to 15-30-112(8)«

{2) In accordance with Instructions set forth by the
departmente every taxpayer who is married and VYiving with
husband or wife and is required to file a return maysy at his
or her options file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductionse If a joint return is mades the tax shall be
computed on the aggregate taxable income and the liabitity
with respect to thae tax shall be joint and several. If a
joint return has been filed for a taxable years the spouses
may not file separate returns after the time for filing the
return of either has expired unless the department so

consentse
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{3) If any such taxpayer is unable to make 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

{4} All taxpayerssy including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241s shal}l
compute the amount of income tax payable and shall, at the
time of filing the return required by this chaptersy pay to
the department any baltance 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; provideds howevery the tax so
computed is greater by $1 than the amount withheld and/sor
paid by estimated return as provided in this chapter. if the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the amount of income tax as
computeds the taxpayer shall be entitled to a refund of the
excesse

{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 paide the excess shall be paid by the
taxpayer to the department within 30 days after notice of
the amount of the tax as computedy with intarest added at

the rate of 9% per annum or fraction thereof on the
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additional taxe In such case there shall be no penalty
pecause of such upderstatements provided the deficiency is
paid within 30 days after the first notice of the amount is

mailed to the taxpayers

NEW SECTIONe Section 6. Adjusted base year structure
to appear on tax foras. Individual Income tax forms

distributed by the department for each taxable year must
contain instructions and tables based on the adjusted base
year structure for that taxable year.

Section Te Effective-—dete APPLICABILITYe This act +s
effeective-on-passage-and-approved--end applies to taxable
years beginning after December 31, 3338 1930.

-End-
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THOMAS L. JUDGE

TAIVERNOR

May 14, 1979

The Hdonorable Witliam Mathers
President of the Senate

State Capitol

Helena, !Montana 59601

The Honovable Harold Garke
Speaker of the Hcuse

State Capitol

Helena, iMontana 59601

Dear President ilathers and Speaker Gerke:

In accordance with the power vested in me as Governor by the Consti-
tution and the laws of the State of Montana, I haraby veto House Bill Ho.
303, "AN ACT TO REVISE THE INCOME TAX STRUCTURE BY REQUIRING THAT THE TAX
BRACKETS, EXEMPTIONS, STANDARD DEDUCTIONS, AND MINIMUM FILING REGQUIREMENTS
BE ADJUSTED ANWUALLY FOR INFLATION; AMENDING SECTIONS 15-30-101, 15-30-103,
15-30-112, 15-30-122, AND 15-30-142, MCA; AND PROVIDIMG A DELAYED APPLICA-
BILITY DATE."

House Bill 303 is a bill designed to control the effects of inflation
upon Montana's income tax structure. While the goal of this bill is praisa-
worthy, 1ts application to lMontana's tax structure causes seriocus problems
with both revenues for state government and compatibility with other bills
enacted during the legisiative 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 900,000
loss in revenue. The estimate was based on the 5650 parsonal examption
which has been part of llontana tax law for many years. Subsequently, the
compromise tax relief package embodied in House Bi111 925 was passed, raising
the personal exemnticn to $3800. The changes which House Bill 925 makes in
our tax system are now in effect. This means that, if House Bill 303 were
to odecome law, increases in the personal exemption wiill be based on at
least 5300 rather than $A50 wnich causes a substantial increase in the
fiscal iwpact. It is estimated that the loss in revenue from House Bill
303, as compoundad hy the effect of Housz Bil1 925 would be 52 millien
during the 80-21 bisnnium. The order in whicn the two bills passad strongly
suggests that the hidden fiscal impact rasulting from the compounding of
the tuwo relief measures is well beyond what mambers of the Tegistature
contempiated.



Tha doncrabie Willdiam &

ine Honorable Harold

House Bil1 925 passed during tne session provides that any surplus
revenues which become available to the state durlug this biennium will be
returnsd to the taxpayar by raising the parsonal exemption. This is a far
more simple and dirvect form of tax relief than tna complex formula provided
in House Dili ?)3 Tw cowplex compliance burdens imposed on taxpayers by
ouy /o:unrc“j report syster are already guite hmav I an 7ﬂf=tarf to
impose the ddu1r10ﬂa ities of Fouse Bi11 303 upon Montana's taxpayers
i i mole Lu1ustm°nub to the amount of

0
when simiiar resuits can Vo3
the personal exempticn sinm s5e achievad by House Bill 925
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In addition, [ am concerned that the concept contained in House
303 is an unsubstantiated concept in its practical application to a
income tax structure. Although it is ia existence in four states, i
nistory has not been establiisned to the point that a consensus is available
as {0 whather tne concepi is good or bad. 1 am hesitant to see the State
of llontana embark upon an uncharted course of taxation during thase times
of economic fluctuation.
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I note that House Bill do. 203 wilil not bo effective until tn2 tax year
baginning in 1681 Tnerefore, {lontanans will not receijve any tax relief
under this ill uﬂ+11 the next Legistatura is in session. A‘ that time the
Legislature will have the benefit of the experience ot the other Qfates who
are now experimenting with this concept and will have g botter undgerstanding
of th2 prevailing economic conditions of Montana at that time.

For these reasans, [ veto House Bill do. 303.

Sincerely,

cc:  The bHonorable Frank Murray



