
January 27, 1979 

January 29, 1979 

January 29, 1979 

HOUSE BILL 449 

IN THE HOUSE 

On motion, rules suspended to 
allow bill to be introduced. 

Introduced. 

Referred to Committee on 
Taxation. 
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·~ ~ Ll ~~DUC .- [ i~~~~~~ 
A BILL Fn~ ~~ ACT ENTITLED: •AN ACT TO EllMlNATi THE TAX ON 

r;;FlATION IN THE !'IONTANA INDIVIDUAL INCOME TAX BY PROVIDING 

THAT Hlf ~ATE Of TAX• THE MAXI"'UM STANDARD DEDUCTION, 

iXE~FTlONSr a~D THE KlNlMUM INCOME REQUIREMENT FOM FILING A 

METU~N MAY VARY ACCURDING TO A CUMULATIVE INFLATION FACTOR; 

AMENJING SECTIONS 15-30-101• 15-3(}-l 03. 15-30-lllo 

l5-3U-122t AND 1~-30-142, HCA; PROVIDING AN IMMEDIATE 

~FFECTlVE DATE." 

WhERFASt the legislature finds that because of 

substa~tia 1 r~tes of inflation during the past several years 

man) taxp<:yars are paying ever higher p€rcentages of theIr 

<wo'"" in state taxation and that this hi<;hcr tax rat" has 

o>e''" caused by a move111ent into higher tax !:>rackets. 

THEREFORF:, it is the intent of this bill to eli•in~ta 

what is essentially a tax on inflation. •Jnly i ncOtRe 

increases beyond those resulting by inflation ~re subj~ct t0 

ilrogr3SStve income tax rates under provisions of thi~ bill. 

tE [I ENACTEO BY THE LfGISLATURF OF'"~ STAT~ OF ~O~T~~~: 

s~cticn 1. Section 15-30-101, HCA, is amtnded to read: 

"15-3Q-<Olo LJef i nit ions. For the purpose of this 
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ch-apt.e•·" un1ess otherl:lt'Se IP'"toqutred b) t~e ~..:- ... ex":.~ th,, 

following definitions apply: 

111 •uf• Hans -'liUliJ~_inflation __ factor _J,d1ic.h-_is 

~~~~ed under [sectipo 1)~ 

121 •ctf• sean& cumu]atjye jnflatjoo factnL_whjch js 

calculated under [sectjpn I). 

~·Consumer prjce ind@x" means the ~~~ 

jodexo Unjted States city average. f_or all items. usjog the 

1967 base of lQO as gyblished by the _bureay of labor 

statistics of the Uojted States departmgD1 of labor. 

t~~ •oepart .. nt• •eans the departaent of revenue. 

t~i~ •Dividend• .eans any distribution •ade by a 

corporation OUt of Its earnings or profits to Its 

shareholders cr ee•bers, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividend5 as herein defined. •stock dividends" means new 

stock issued, for surplus or profits capitalized, to 

shar~holders in proportion to their pr~vious holdinqs. 

~~ •Fiduciary• 11eans a quardian, trustee, 

executor, ad•inistrator. receiver~ cons~rv~tor. or any 

person• whether individual or corporate, actiny in any 

fiduciary capacity for any person, trust, or estdte. 

f.O,.t1ll •For~ign c..,~Jnt'!'"y• or •tcrC"!;_jn .:;ov·.:::--r.·:cnt .. ~r.:::ar:~ 

any jurisdiction other than the one embraced within th~ 

United States, its territories and 

) *l 'it·-'""! "{ ·~: 

possession'S. 

IN~ -2-
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t~~ •lnfor•ation agents• include all .individuals. 

corporations. associations, and partnership~, in whatever 

c~p~city acting, lncludlnq lessees or aortg~gors of real or 

personal property, fiduciaries, esployersr and all officers 

and e~ployees of the state or of any ~unicipal corporntion 

or political subdivision of the state, hdving the control, 

receipt. custody, disposal, or pay.ant of interest, rento 

salaries, wages, pre•iu•s• annuities, cospen~ations, 

r~munerations, e.alu.antso or other fixed or deter~inable 

ann,•al or periodical gains. profits, and inco.e with respect 

to which any person or fiduciary is taxable under this 

chapter. 

t6tLil •Net incoee• .aans the adjusted gross income of 

a taxpayer less the deductions allowed by this chapter. 

t•tLLQl •Paid•, for the purposes of the deductions and 

credits under this chapter • .sans paid or accrued or paid or 

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

accrued• shall be construed accordlny to the eethod of 

accounting upon the basis of which the taxable income is 

co•puted under this chapter. 

t&tLlll •Received•, for the purpose of co~putation of 

taxable inc~e under this chapter, mean~ received or ~cc~ued 

and the term •received or acc~ued" shall be construed 

according to the m~thod of accountin9 upon the basis of 

which the taxable income is computed unQer this chapter. 

-J-
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tytLl21 "~esident• applies only to natur~l persons and 

includes, for the purpose of determining 1 iabi1ity to the 

tax imposed by this chapter with reference to the income- of 

any taxable year. any person domiciled in the s t"1te of 

~ontana and any other person who maintains a permanent place 

of abode 

fro• the 

within thP state even though temporarily •bsent 

state and has not established a residence 

elsewhere. 

tt9tLlll •Taxable income• 

income of a taxpayer less the 

provided for in this chapter. 

t~~ •Taxable year• 

means the adjusted gross 

deductions ~nd exemptions 

means the taxpayer•s taxable 

year for federal income tax purposes. 

tt~LL1} •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 15-3G-l0lt "''CA. is amended to H•ari· 

•tS-30-103~ Rate of tax. There shall be 1 evi eri,. 

coil ectad, and paid for each taxable year commencinq on or 

after Oecember 31, ~ l2La• upon the taxable income of 

every taxpayer subject to this tax. after making allowance 

for exemptions and deductions as hereinafter provided. a tax 

at the following rates: 

t+t--on-~n~-++~~-*+•69&-e~-tft~eb+~-fne~-o~eny--~e~t 

~h~eofy~ 

-4-
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~--~~t"f""~-fT-~ti-1" 

+.:;.t- -1':"1,.._-tf-i~-,..fi'~+'-.._~ .. Aq-R-~f--t-~~~+..----:-f'·-,.-..,~ ----- _,....,:---- ~-.p.• 

:,-,~,..~~t- ... -·~•t 

t~t--e,--~~--ne~~-~~969-e~-~~~b~e-~nee~~-e~-~y-~~~t 

"'""""'"~"-'>lilt" 

t"t--oft-~~e-fte~t-~~TS&e-e~-te~eb~e-~~ee~~-er--eftY--per~ 

ti'!eree-f,.-61ft+ 

t6t--en--tfi~-ne~y889-~-t~b~-+~eMe-er-e"y-~e~ 

tl'\ereof' ... -=n~-t 

t'l't--oM-che-..e>t~-•-. ... eee-ei'-t-eb'H!--+nee111e-et'--eny--~~ 

t-i-l~r1"'!e~.,.-fHI!i-t 

tBt--oft--t"e--,e~-•6.,.888-e~-te~eb~e-+n~e-e~-eny-pert 

,.,.,,..,..,-f,--<>'O!t 

t9 t--.,- - ~.,.,_,.,,.~-•-t•h·&98-ef'-~""""~-+ne ~- .,.._,,.,.- -;H't'"t 

tr.~,..,.,f ... -t-e'<t 

t-t8t-eft--eMy-te~eb~e-+fteeee-+ft-exeess-ef'-~3'iy8&9-er-eny 

p~rt-t"ereet ... --ti•• 

if_~~~ocome Is: 

"''lLm!_e_r_U~Q.QQ_ tim!<~ -~U£ n 
lniLLU.___b_;_ 

:.h'l!L.!..l2.1lQQ_ti~.lJJ,;: C If bUt SZC t j 11es tb!.!_C.lL.l<l.u:. 

illl..Lll'LfLli~~-_tim~:;__the ( 1 E J\__oL_e~:;:~LWLCL..lhQ_QQ 

ti~_tiJ_~;_l._ll 

.lY!ll.J~CQO tjows the CIF i>ut !.:I.Q_t j Ci>:S thn (If pi US 

UQ~~r i4r000 times the CIE 4t of e~_mcer J2,QQJl 
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-k..U: VuOOO time:; tho C.lf_il!Jj, 

oat uv~r $Qo00J tf~es thP (IF 

Jyer SbrOOQ tiees the tiE byt 

ngt oyer sa.aoo times 1h£_Lj£ 

~(_ J]ltll':.l 

~:._j '1:~~-- t_b:!?.__(jf 

s 130 t i illil L .t.!ULU.L !llu~ 

5~ of ~~-c~sr nv~~ $4,rnn 

!...i..:.Jt_~ _ _tt~-~ 1..': 

SZ30 tii!I£S _t!J-:_C.IL'Clu:> 

~~ss over ~~.ooo 

~-t;.ht:":~o '='~C: 

llYll.-ihOOO t i iDe:iJ.he__t:_lf___twt. S350 t i .es ~Uf__~ 

not over 110.000 tiees the Clf Il of £':~.it.~.L'2'{"'r S8r000 

tjres thLU.[ 

~lOrOOO times tbe C.If but 1!90 times the C.IF ply:; 

Q.Q.LWL.e:L U 1u000 ti•es_t~ ll of exces:; over Hih_Q_QQ 

t j MeS tile C.I£ 

~r $14.00Q_tlaes the C.lf bu_t 1810 time:; tha Clf ~ 

UQ.t_Qyer szo,ooo times the tiE jl_of extess aver 114LO~ 

tiecs the_LlE 

.ollLl!LJZOoOOO ti1<es the CIF but li.Ll52_tiaf!~~l~ 

llCILilYtlJll.Lllllll__t.~~-jh~_J.j£ l.Ql____uf_~~~-!:l:.U.:r: 

.,.,.._:r U5,QO{Ll;___tf!'~5 1b<:' CIF 

1l~DQ2_tlz~~-tt&~l£ 

J..lt~~o- ti:::t, ~ tl:te._UL pl.us 

l~u~~~ 

~lllllLt.~__t.~_L_ll" 

:...,._-c.t iv~r 3. St-:ction 15-3l;-112t HCA., is. amended to re_·Jd; 

"15-30-112. Exemptions. ( 1) In tre cas.e- of an 

in~ivi<JUdl, the l'Xemptions provided by this section ~ha11 h~ 

-6-
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allowed as deductions in co•puting taxJble i~ose. 

(2) (a) An exe•ption of S650 ~tbe ~If shall be 

allowed for taxable years beginning ~fter nece~ber 31• ~9~~ 

LilB• for the taxpayer. 

(b) An additional exe•ption of S650 t!ees the LIE 

shall be alloved for taxable years beginning aft~r Oeceeber 

3lo ~~ 1!14• for the spouse of the taxpayer if a separate 

return is •ade by the taxpayer and If the spouse, for the 

~alendar year in which the taxable year of the taxpayer 

begins, has no gross incoee and Is not the dependent of 

another taxpayer. 

(3) (a) An additional exe•ption of S650 ti•e$ the CIF 

shall be allowed for taxable years beginning after Dece~er 

3lt ~9~ L!IA• for the taxpayer if he has attained the age 

of 65 before the close of his taxable year. 

(b) An additional exe•ption of Sb50 times the LIE 

shall be allowed for taxable years be~inning after Dece.ber 

3lo ~9~ 11II• for the spouse of the taxpayer If a separate 

return is ~a1e 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 which the taxable year of the 

taxpayer begins, has no gross income and is not the 

dependent of another taxpayer. 

(It) (a) An adoitional exemption of S650 1iaeA_~_Ll£ 

shall be allowed for taxable years beginning after December 
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31o l9T~ l7Ia• for the taxpayer if he is blind at the close 

of his taxable year. 

(':>) An ,,ortitional exe110ption of S650 :tj _ _:n~_tbe._l:.LE 

shall be allowed for taxable years beginning after December 

Jlo ~9l~ 1218• for the spouse of the taxpayer if a separate 

return is •ada 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 income and is not the 

dependent of another taxpayer. for the purposes of this 

subs~ction (lt)(b}o the deter•ination of whether the spouse 

is blind shall be eade as of the close of the taxable year 

of the taxpayer, except that if the spouse dies during such 

taxable yearo such deter•ination shall be 111ade as of the 

tiae of such death. 

tct For purposes of this subsection (4)• an individual 

is blind only if his central visual acuity does not exceed 

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

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 gre~ter 

than 20 degrees. 

(5) (a) An exe•ption of $650 times the CIE shall be 

allowed for taxable years beginning after December 31, ~9T3 

l21B• for each dependent: 

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

-8-
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·n:e t_-lXi•~~~·:' j£,~1 of the ::axpayer beJins is l~c;.-. t""1"n S05G 

~=~.J..J:::; or 

(ii) who is d chil~ of the taxpayer and w~o> 

(AJ has not attained the age of 19 years at the close 

of the calenaar year 

taxoayer begins; or 

in which the taxaole year of the 

(fl) is a student. 

(bl No exemption shall be allowed under this 

subsection for" 

01ith his spouse 

any 

for 

dependent who has ~ade a Joint return 

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 I• t~~ t~rm 

111 Cr1ild"' me.~ns an indivi~ual who is a son. stepson, dcJU(jht~r, 

or stepdaughter of the taxpayer. 

(d) For purposes of subsection (5){a)(ii)(8)o the ter~ 

~studentR means an individual whoo durinq each of 5 calend~r 

~onths during the cdlendar year in which the taxable year of 

the taxpayer begins: 

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

institution; or 

( i i) is pursuing a full-thte course of instltution.tl 

on-f~r~ t~aining under t~e sup~rvision of an accr~rlit~~ 

dqent of dn educational institution or of a stJte or 

political subdivision of a state. For purposes of this 

-9-
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subsection (S)(d}{ii)• the ter• •education~! institution• 

10eans only an educational institution which nor111ally 

maintains a regula~ faculty and curriculu• and nor•ally has 

a regularly orqanized body of students in attendance at the 

place where its educational activities are carried on. 

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

exe•ptlon oedvction shall be prorated acco~ding to the ratio 

the taxpayer's "ontana adjusted gross Incase be~rs to his 

federal adjusted gross inco•e-• 

Section~. Section 15-30-lZZo MCAo Is a•ended to read: 

•t5-lo-tzz. Standard deduction. In the case of a 

resident individual• a standard deduction equal to 10~ of 

adjusted gross incoee shall be allowed if elected by the 

taxpayer on his returr-.. The standard dedvction shu11 be in 

lieu of all deductions allowed under 15-3G-1Zl. The aaximu• 

standard deduction shall be 5500 tjmgs the Clf• except in 

the case of a single joint return of husband and wife the 

~aximu• standard deduction shall be SloOOO tjmes the CIE. 

The standard daduction shall not be allowed to either the 

husband or the wife if the tax of one of the spouses is 

deterained without reg~rd to the standard deduction. For 

purposes of this section, the deter•ination of whether an 

individual is married shall be made as of the last day of 

the taxable year; provided, however, if one of the spouses 

dies during the taxable year, the deter•lnation shall be 

-10- ;/~;/y.y-4 
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.ade as of the date of death." 

Se<tlon 5. Section 15-30-142o HCAo is a~nded to read: 

•t5-3o-142. Returns and payment of tax -- penalty and 

Interest-- refunds -- credits. (1• Every ~ingte individual 

and every •arrlad Individual not filing a joint return with 

his or ~r spouse and having a gross iocoae for the taxable 

year of eore than 5720 times the CIF and earried Individuals 

not filing separate returns and having a coeblned gross 

>rKoae for the taxable year of 110re than Slo+\5 t.iM$ ttw 

~~ shall be liable for a return to be filed on such rores 

and according to such rules as t.he departeent. aay prescribe. 

The gross lnco.. aeounts referred to In the preceding 

sentence shall be lrKreased by 1650 tiwas the CIF for each 

additional personal exeeptlon allowance the taxpayer Is 

entitled to clale for hleself and his spouse under 

15-3o-112(3t and C4t• A nonresident. shall be required to 

file a return if his gross lncoee for the taxable year 

derived froe sources within Montana exceeds the aeount of 

the exeeptlon deduction he Is entitled to claie for hieself 

and his spouse under the provisions of 15-lD-112(2)1 (3)• 

and C4)o as prorated according to 15-lD-112(6)• 

(2) In accordance with Instructions set forth by the 

departeent.. every taxpayer who is narried and livinq ~ith 

husband or wife and is required to file a return eayo at his 

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

-11-
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though one of the spouses has neither gross lncomP nor 

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

C'>OIJ>Uted on the dQqreqat<> taxable i nco1ne and the 1 i c~t i 1 it y 

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

joint return has bean filed for a taxable yearo the spouses 

aay not file separate returns after the time for filing the 

return of either has expired unless the depart~ent so 

consents. 

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

return. the return shall be eade by a duly authorized agent 

or by a guardian or other person charged with the care of 

the person or property of such taxpayer. 

(4J All taxpayers, including but not limited to those 

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

compute the amount of incafie tax payable and shallo at the 

tlee of filing the return required by this chapter. pay to 

the depart .. nt any balance of inc-e tax re11aining unpai _, 

after crediting the aaount withheld as provided by 15-30-2u2 

and/or any payaent eade by reason of an estimated tax return 

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

coaputed i& greater by S1 than the aaount ~ithhela and;or 

paid by estiaat.ed return as provided in this chapter. If the 

aeount of tax withheld and/or payment of estimated tax 

exceeds by aore than Sl the amount of income tax as 

coeputedo the taxpayer shall be entitled to a refund of the 

-12-
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'~) A.', .o~n ~s ;)r ·~L~~able after tne return i!:. f ii 1 ea~ 

._,,~ je~.:Jf t111~~~·~t !:.!"",;;;;; i 1 ,::y.=~>lli n.;:_ and Vtr ify the tax. 

(6) If the amount or tax as verifiad i~ ;reater than 

the amount tneretofore paid• the excess shall be paid by the 

taxpayer to the department ~ithin 30 days after notice of 

the amount of the tax as computed, ~ith interest added at 

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

additional tax. In such case there shall be no penalty 

o~cause of such understatement. provided the deficiency is 

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

mailed to the taxpayer.• 

NEH SECIIOUa Section 6, Base ClFo (l) The Clf for 

14 taxable year~ beginning after December 3lt 1918• but before 

15 January l• 1960• is the base for calculation of the CIF in 

lb ~ubst•quent yea~s. 

17 (ll The liF for taxable years beginning after uece~ber 

ll 'l• lQ78t but oefore January 1• 1980, is 1.01s. 

19 MEW SECTION, Section 7, Calculation of new CIF and 

20 AIF. { l) By ~ovember l of each year, the deuart~ent shall 

21 calculate a new CIF to be applied to all taxable years 

22 commencing during the follo~inq calendar year by ~ultlplying 

23 th~ ClF calculated the previous year by the Alf calculated 

24 under subsection {2)o 

25 (.2) 8y ~ove~ber l of each year• the dQpartment shall 
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calculaLe the AIF by oivioing the most recent September's 

consumer price index by the preceding 

price inoex. 

Se?te-mb<::::"r"s consumer 

Section 8. Effective date. This act is effective on 

passage and approval. 

Section 9. Applicability. Thi~ act is applicable for 

taxable years Deginning after December 3lw 1978. 

Section 10. Codification. Sections 6 and 1 are 

intended to be codified as an integral part of Title 15• 

chapter 30, part 1, and the provisions contained in litle 

15, chapter 30, part l• apply to sections b and 1. 

-End-

-14- ~its 4Y~1 
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STATE OF MONTANA 
REQUEST NO. 185-79 

FISCAL NOTE 

l•'orltl W )-/5 

I I. · 1 · · _.... January 30 19 79 th · h b b · d F' 1 N n comp tance wtt 1 a wnttcn r~quest recetv""' .. ··-·- ----· ............ , . -- .. , ere ts ere y su mttte a tsca ote 

for _ !l_<!.U.!?~ _ ~_i))_ ~!t9 .. ___ . _ ·--·- 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 eliminates the tax on inflation in the Montana individual income 
tax by providing that the rate of tax, the maximum standard deduction, exemptions, and 
the minimum income requirement for filing a return may vary according to a cumulative 
inflation factor; provides an effective date. 

ASSUMPTIONS 

a) time 
GPI 

Sept. 1978 i 
199.3 

Sept. 1979 
216.0 

SeE_t. 1980 
229.7 

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 liabilities 
associated with inflation in the preceding year. 

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

e) The Department of Revenue forecast of individual income tax collections for the 80-81 
biennium is the basis for comparison. 

FISCAL IMPACT 
FY 80 FY 81 

~ Individual Income Tax Collections 

... 

• '' 

.. 

under current law 
under proposed law 
Estimated Decrease 

FUND INFORMATION 

General Fund 
under current law 
under proposed law 
Estimated Decrease 

$ 154.268 M 
138.191 M - 140.870 M 

($ 13.398 M- 16.077 M) 

$ 98.7 32 M 
$ 88.442 M- 90.1S7 M 

($ 8.575 M - 10.290 M) 

$ 169.790 M 
151.343 M- 154.417 M 

($ 15.373 M ~ 18.447 M) 

$ 108.666 M 
96.859 M - 98.827 M 

(~ 9.839 M - 11.807 M) 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ·-- _ 
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FUND INFORMATION (Cont.) 

Earmarked Fund 
under current law 
under propose4 law 
Estimated Decrease 

Sinking Fund* 
under current law 
under proposed law 
Estimated Decrease 

$ 38.567 M 
34.548 M 35.217 M 

($ 3.350 M- 4.019 M) 

$ 16.969 M 
15.201 M - 15.496 M 

( $ 1. 4 7 3 M - 1. 7 6S ti) 

$ 42.447 M 
37.836 M - 38_. 60~_1:! 

($ _3~~-~~-11....& 

$ 18.677 M 
16.648 M - 16.986 M 

($ 1. 691. M .:=_=-_]. 029 .M)" 
·------·-

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

EFFECT ON LOCAL GOVERNMENTS 

No direct impact on local governments, but se~ Tcdmical Note (a) for pmwiblc indirect 
effect upon public school finance. 

LONG-RANGE EFFECTS 

Assuming that the inflation rate will continue to be between 6% and 8% per year, individual 
income tax receipts will be 7 1/2 to 12% lower than would be rece:lved under continuation 
of the present law. During periods of high inflation or low economic growth, income tax 
collections may decline. 

TECHNICAL NOTE 

(a) Income to the indicated Earmarked Revenue Fund are usP.d to support the Public School 
Foundation Program; t::Jc>l"0f',1rc~, any lh!t.:r·.!:w.~ in i.nc:.orr.e t:o that :1c.c:ount may rH:><:'.!~.:>itat'i:! 

additional support from other sources. 
(b) It is to be expected that the number oE ar.i.thmetical errors by taxpAyers wJlt increase 

dramatically under the proposed law because the many adjustments to the present law 
policy variables involving multiplication by llw "CIF" do not allow some rounding to 
a more convenient number. 

PREPARED BY DEPARTMENT OF REVENUE 
Office of Budget and Progrdrn Planning 

Data: . --'JLLI. .. J.Z.f. ___ ...... 

~---------··----

' 
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"' 
In cornpli;mce with a written request received .. f~P..:r:t!.~~:y_ _f! .. __ . _ , 19 7_9.. ___ • there is hereby submitted a Fiscal Note 

for _ HQ_u~e.. Bi.lL 449 .. ____________ 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 Legis! ature upon request . 

.. 
l 
FESCRIPTION 

This proposed bill eliminates the tax on inflation in the Montana individual income 
,,.. tax by providing that the rate of tax, the maximum standard deduction, exemptions and. 

the minimum income requirement for filing a return may vary according to a cumulative 
• inflation factor; provides an effective date. 

ASSUMPTIONS 

• a) time Sept. 1978 Sept. 1979 Sept. 1980 

• 

,, 

• 

b) 

c) 

d) 

CPI 199.3 216.0 229.7 

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 l% 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 
liabilities associated with the preceding year's inflation (i.e., increases attributable 
to devaluation of fixed deductions and exemptions, and increases attributable to 
"bracket-shift" effects of inflation). 

80% of income tax receipts in FY(t) are attributable to liabilities incurred in CY(t-1) 
and 20'1> of income tax receipts in FY (t) are attributable to liabilities incurred in 
CY(t) . 

e) The Department of Revenue forecast of individual income tax collections for the 80-81 
biennium is the basis for comparison. 

I•'TSCAL IMPJ\.C'l' 
i' ~--------

FY80 FY8l 
! 

• individual Income Tax Collections 
under current law 
under proposed law 
~stimated Decrease 

(Continued on Paqc 2) 

• 

$ 154.268 M $ 169.790 M 
$147.774 M to $151.021 M 

($ 3.247 M to $ 6.494 M) 
$155.917 M to $162.853 M 

($ 6.937 M to $ 13.873 M) 

BUDGET 01 RECTOR 

Office of Budget and Program Planning 

Date: _.t/ f /? P r,. 
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FUND INFORMATION 
FY80 FY81 

General Fund 
$ 'lfl.732M "I $ 108.666 M 

-.. 

under current law 
under proposed law 
Estimated Decrease 

$ 94.571· M to $ 96.65a M 
($ 2.07.: M to $ 4.156 M) 

$ 99.787 M to $104.226 M 
($ 4.440 M to $ 8.879 M) 

Earmarked Revenue Fund 
under current law 
under proposed law 
Estimated Decrease 

Sinking Fund* 

$ 
$ 

($ 

$ 

38.567 M 
36.943 M to $ 37.755 M 
0.812 M to $ 1.624 M) 

16.969 M 

$ 42.447 M 
$ 38.979 M to $ 40.713 M 

($ 1. 734 M to $ 3.468 ~ 

:$ 

$ 18.677 M under current law 
under proposed law 
Estimated Decrease 

$ 16.255 M to $ 16.612 M $ 17.151 M to $ 17.914 M.,. 
($ 0.357 M to $ 0.714 M) ($ 0.763 M to $ 1. 526 M) 

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

EFFECT ON LOCAL GOVERNMENT 

See technical·note (c). 

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!1; in
flation, receipts will increase as long as the economy does not decline by more than 4%, 
after adjusting for inflation). 

TECHNICAL NOTE 

a) This revision of the original fiscal note was necessitated by the discovery that fiscal 
note 185-79 overestimated the effect of HB 449 by adjusting taxes to a fixed prior 
year level. 

(Continued on ~age 3) 
'·'',• 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: . _ .. _ . _ . _____ ..... _ . ___ _ 
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TECHNICAL NOTE(cont.) 

b) 

c) 

It is to be expected that the number of arithmetical errors by taxpayers will increase 
dramatically under the proposed law, because the many adjustments to the present law 
policy variables involving multiplication by the "CIF" do not allow some rounding to 
a more convenient number. 
It should be noted that receipts to the indicated earmarked revenue account are used 
to support the Public School Foundation Program; therefore, any reductions 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: ------------


