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March 1, 1979 

March 3, 1979 

March 5, 1979 

March 6, 1979 

SENATE BILL 240 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Statement of Intent adopted. 

Committee recommend bill, do pass, 
as amended (minority). 

Printed and placed on members' 
desks. 

Second reading, indefinitely 
postponed. 

On motion, Senate reconsider 
its action taken on second reading 
previous Legislative Day. Motion 
failed. 
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A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR A 

REPLACEMENT TAX FOR THE PROPERTY TAX ~OW LEVIED ON HABITABLE 

PROPERTY AND PROVIDING A METHOD FOR ADMINISTERING THE TAX; 

AMENDING SECTION 15-30-121; AND PROVIDING AN EFFECTIVE 

DATE.• 

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

NEH SECTION. Section le lntente (1) It Is the purpose 

of the legislature to base th~ taxation of housing and the 

support of local governaent on people•s ability to pay. 

Since all people use housing• all who are able to do so will 

pay taxes to support local governaent. 

IZJ The legislature hereby provides a new •ethod of 

"ssessing and collecting eost taxes noN levied on housing. 

The replacement tax is based on the total adjusted gross 

income of all residents Nithin each taxing jurisdictione 

Like property taxes, the replacement tax Nill vary from 

place to place and year to year. HoNevero unlike property 

taxes, the replaceeent tax will never force old, pooro and 

sick people to sell their hoaes because of high tax bills; 

nor Nill those NhO iaprove their homes be penalized by 

higher taxes. 
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NEH SECTION. Section 2. Definitions. For purposes of 

[sections 2 through 18]• the following definitions apply: 

Ill •Adjusted gross inco•e• aeans income as defined in 

15-3Q-llle 

(lJ •Depart-nt• -ans the depart~~ent of rnenue. 

(3) •Eaployee• aeans eaployee as defined in 15-30-201. 

(4) •Eaployer• aeans e•ployer as defined in I~-3Q-!Ol. 

(5) •Govern•ental unit• -ans school districts, 

incorporated cities and townsw counties. and the state. 

(6t (a) •Habitable property• aeans: 

(iJ all buildings, including condoainluas, apart•ents, 

and rest hoaeso and aobile hoaeso Intended for peraanent 

hu•an habitation; and 

(ill buildings, such as garages or storage sheds, 

noraa11y associated with residences. 

(b) •Habitable property• does not include: 

(i) •obile ho•es, actor homes. trailers• caaperso or 

other personal property held as stock-in-trade by a 

distributor or dealer or used for recreational purposes; 

Iii) land; or 

(iii) hotels, motels, or other property occupied 

principally by nonresidents, tourists, or other transients. 

(7) •Net rent• •eans pay~ents made to an owner of 

housin<J for use of the property, but not including 

additional pay•ent for utilities or services. 
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(8J •Resident• aeans resident as defined in 15-3G-101. 

(9) (a) •Special taxing district• ~ans any district 

established pursuant to state law that is: 

(i) established by a unit of local governeent to 

ieprove~nt; or provide a specific service or capital 

(il) established by an order of 

departeent of state governeent 

establish a budget and levy •ills 

district court or a 

with the authority to 

to provide a specific 

service or capital ieproveaent. 

(b» School districts are not special taxing districts. 

{10) •wages• aaans wages as defined in 15-3G-20le 

NEM SECTIQN. Section 3. Duties of the departaent. The 

departaent shall: 

(1) establish a central coeputer systee to keep 

records necessary to aeelnlster the replaceeent t~x; 

IZ» keep records showing the adjusted gross inca.e of 

each taxpayer for each governeental unit in which the 

taxpayer is a resident; 

(3) establish and •aintain a list of all habitable 

property in the state; 

(ltJ continue to assess and keep records of the value 

of all habitable property; 

{5) detereine questions of residency and other issu~s 

arising from the adr.inistration of the replaceMent tax; 

(6) revise state lncoae tax foras or prepare 
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additional forms as necessary to secure infor01ation 

necessary to ad•lnlster the replace•ent tax: 

(7) audit replace•ent tax returns as necessary; 

(8) keep taxpayers• replacement tax records 

confidential, under the procedures established in 15-30-301; 

(9) provide for•s and instructions to local officials 

as necessary; 

(10) perfora other duties as specifically provided in 

[this act]; and 

(11) publish any rules necessary for administering the 

replace.ent tax. 

NEM SECTION• Section ~. Replace•ent tax imposed 

variable rates. (1) In addition to the taxes imposed in 

sections 15-3G-103 and 15-3D-1049 a replacement tax is 

l•posed on the adjusted gross Income of all resident 

taxpayers of the state. 

(Z) The rate of tax may vary from year to yeur and in 

each governmental unit. The tax rate in any governmentar 

unit in a taxable year is 10~ of the total •ill levy imposed 

in that governmental unit that year. The total mill levy is 

the su• of all the levies imposed on property within a 

governmental unit. 

(3) The tax rate for each governmental unit shall ~P 

applied to the adjusted gross income of each taxpayer 

residing in the govern .. ntal unit• 
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NEW SECTION• Section 5. Habitable property "Xempt 

from taxation exceptions. 11) Habitable property is 

exempt fro~ property taxation. However, •Ills i•posed hy 

special taxing districts •ay be levied against habitable 

property and the property tax due on it collected. 

(l) Habitable property shall continue to be assess~d 

and its taxable value included In the govern•ental unit•s 

tax base when county officials• salaries or bonded 

indebtedness limits are calculated and the class of a cltyo 

toMno or county is deter•inEd• 

(3) If a single buildi~g is used or designed for use 

partially as habitable proper~y and partially for other 

useso the county appraiser shall deter•ine the assessed 

value of each portion separately and exempt the habitable 

propert~ fro• taxation as provided In subsections (1) and 

(~1-

NEW SECTION. Section 6. Applicability to qenera, 

obligation bonds. (1) All general obligation bonds will. 

continue to be an obligation of all property pledged to 

their redemption. 

CZ) The replace•ent tax shall be considered an 

alternate method of assessing and collecting taxes Oft 

habitable property. 

NEW SECTION. Section 7. Withholding. (l ) Be'l i nn i ng 

January lo 1980, each e•ployer shall deduct and withhold 
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1.8X of the wages paid to each of his e•ployees residing in 

Montana, in addition to and separate froN any other 

withholdings. 

(Z) The -ployer shall indicate each a.ployee•s 

residence on his wl~hholding records. The e•ployee•s 

residence as or his first e•ployaent or the year shall be 

used throughout ~he yearo even If the e.ployee•s residence 

is la~er changed. 

(3t The e.ployer shall re•lt these withholdlngs and 

returns as required by the departaent according to the 

procedure contained in rs-~z~. 

MEV SEtiiQNe Section 8. Taxpayers not subject to 

withholding-- se•lannual payaent penalty. (1) On or 

before August 15 of each year. beginning in 1980o e~ch 

resident taxpayer who is not subject ~o withholding under 

[section 1) shall pay 2t of his adjusted gross incoae for 

the first 6 aonths of that calendar year to the depart•ent. 

(2) These payments shall be deducted from the 

taxpayer•s total replac..ant tax liability as shown on his 

replace.ent tax stata.ent for that calendar year. 

(3) Any taxpayer no~ subject to withholding 'who fails 

to •ake the se•iannual payaent required in this section is 

subject to a penalty of lOX of the se•lannual pay.ent due. 

(4) A person who beco•es or ceases to be a residen~ of 

the state, as defined in [section 2}, •ust pay replace•ent 

-6- sf; "" i '1 ., -< >.j':..; 
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taxes on the lnc~e he earned while a resident. He must eake 

seaiannual and final returns and pay•ents. 

NEW SEtiiONe Section 9. Filing of return and 

calculation of replace .. nt tax due. (11 After receiving a 

taxpayer's annual inca.e tax returno the departaent shall 

calculate the taxpayer's total replacement tax liability for 

the previous year by applying the replace .. nt tax rate for 

the governaental unit shown on his withholding for•s to his 

adjusted gross inco ... as reported on his incoee tax return. 

(~) As soon as possible after aaklng this calculation• 

the depar~nt shall aail a stateaent to the taxpayer 

showing: 

(a) his total replaceaent tax liability ~or the 

previous year; 

(b) any withholdings or advance partial 

credited to hia; 

(c) how these figures vare deteralned; and 

(d) any balance due. 

payaents 

(3) I~ the aaount withheld exceeds the taxpayer's 

total replace .. nt tax liability by aore than Slo the 

depart~nt shall re~und the excess to the taxpayer. 

(4) If the taxpayer's total liability exceeds his 

withholdings or advance partial payaent by eore than Slo the 

taxpayer shall pay the tax due by the fifth day of the eonth 

after the stateaent was received. 
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(5) Refunds aay be made or stateaents of additional 

tax liability aay be eailed when subsequent audits or 

aaended returns alter 

liability • 

a taxpayer's replilcement tax 

NEW SEtTJON. Section 10. Penalty and interest. (1} 

All replaceaent taxes not paid when due are delinquent• and 

interest of 2/3 of 1~ per month shall be collected on the 

unpaid balance. In addition• a penalty of 5~ of the 

delinquent tax shall be collected. 

(2') All interest and penalties collected by the 

departaent shall be placed in the state general fund. 

NEW SECIIQN. Section 11. Collection of delinquent 

taxes. The 

15-3~311 

taxes. 

depart .. nt •ay use 

for the collection 

the procedure provided in 

of delinquent replacement 

NEW SECTipN. Section 12. Application for revision 

appeal. (1} An application for revision of replacement taY 

liability •ay be filed with the department by a taxpayer 

within 5 years after the original due date of the return. 

(Z) If the taxpayer is not satisfied with the action 

taken by the departaent on his application for revision or 

on questions of resi-dency the department has resolved, he 

•ay appeal to the state tax appeal board, which shall hd~n 

authority to grant the claim or a portion of the claim. 

NEH SECTION. Section 13. Department to estimate •~~ •l 

-8-
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adjusted gross inco•e in each governmental unit. 111 On the 

second Monday of July, 1980, and every following year. the 

department shall furnish to all officials who calculate and 

establish mill levies an official estl~ate of the total 

adjusted gross incOMe of the 1esiuents living In each 

governmental unit• 

(2) In formulating these 

shall consider the adjusted gross 

estimates. the depart~nt 

lnco.e of the previous 

year. It •ay consider additional infor•atlon as it considers 

necessary• 

NEW SECTIQNw Section 14• Oepart.ent to rev I-

estimates and revise tax rates. (1) After receiving annual 

income tax returns• the depart•ent shall co•pare the 

estimates of total adjusted gross incoee sent to the local 

officials with the total adjusted gross lncoee actually 

reported on the returns. 

(Z) If the esti•ate significantly differs fro• the 

actual returns fro• any govern.ental unito the departaent 

shall aake an adjustaent In the tax rate for that unit to 

more nearly produce the budgeted revenues. 

NEW SECTION. Section 15. Oeter•ining •ill levies. (1) 

To determine aill levies. local officials shall divide the 

revenue to be raised by the property tax and replaceaent tax 

in each governmental unit that year by the sua of the 

taxable value of all property in that unito excluding 

-9-

2 

3 

4 

~ 

6 

1 

8 

9 

10 

11 

12 

n 

1 .. 

lS 

16 

11 

18 

19 

20 

ll 

2Z 

23 

24 

25 

LC Oltl't/01 

habitable property, plus 10~ of the esti•ated total adjusted 

gross incoae of all taxpayers residing in that unit. The 

resulting figure Is the alll levy for that govern.antal 

uni~. 

(Z) To deteraine a state levy, the depart.ant shall 

divide the revenue to be raised by the property tax and 

replaceaent tax that year by the sue of the taxable value of 

all property in the state 9 excluding habitable property, 

plus lD~ of the estiaated total adjusted gross incoae of all 

taxpayers residing in the state. The resulting figure is the 

elll levy for that state fund. 

(3) Thls .. thod of calculating •111 levies supersedes 

existing eethods of calculating alll levies. except for 

special taxing districts. 

NEW SECIIQN. Section 16• Landlord to notify tenant of 

property taxes no longer collected. In January, l98Do each 

owner of residential rental property shall send to each of 

his tenants the following notice: •we are no longer required 

to pay regular property taxes on the rental unit you occupy. 

Because of thiso we (are) (are not) considering a reduction 

in your rent.• The owner eust indicate his intention 

regarding the rent on each notice. 

NfW SECTION. Section 17. Credit for rent. (1) There 

is allowed as a credit against the taxes imposed by 

15-3D-l03 and 1~-30-101t: 

-10- SB :::;, . I o 
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(a) 5% of the first Sl50 of net rent per ~cnth paid in 

198t) on a residential dwelling for the taxable year 

be'ginning after Oece11ber 3lo 1979o and ending Dece•be~ 3lo 

1980; 

(b) Z 1/2% of the first 5150 of net rent per aonth 

paid in 1981 on a residential dwelling for the taxable yedr 

beginning after Oeceaber 31o 1980o and ending Oece•ber 3lo 

198r-. 

(Z) Credits in excess of tax liability eay be refunded 

to "~.he taxpayer, provided funds are appropriated for the 

purpose. 

NfM SE£I1Qti. Section 18• Olsburseeent of funds to 

counties. (1) Replace.ant taxes collected by the department 

shall be deposited in the ear.arhed revenue account to the 

credit of the replaceaent tax dCCounto which account is 

hereby created. 

(21 In May and Nov .. ber of each year. the departmPnt 

shall send to each county treasurer the replaceaent tax 

collected fro• taxpayers in that county. The department 

shall also send each county treasurer official notice 

showing the a.aunt of tax to be credited to each 

governeental unit. 

Section 19. Section 15-3D-1Zlo MCAo is aeended to 

read: 

•rs-3o-1Zle Deductions allowed in co•puting net 
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inco.a. In coaputing net income. there are allowed dS 

deductions: 

(1) the items referred to in sections lbl and 211 of 

the Internal Revenue Code of 1954• or as sections 161 and 

211 shall be labeled or a•endedo subject to the following 

exceptions which are not deductible: 

(a) ite~s provided for in 15-3D-123; 

(b) state income tax paid; 

(Zl replacewent tax i•posed by [sectjon 5] paid; 

trtLll federal inco•e tax paid within the taxable 

year; 

~Lil child and dependent care expenses determined in 

accordance with the provisions of section 214 of the 

Internal Revenue Code of 1954 that were in effect for the 

taxable year that began January lo 1974; 

t~l2l that portion of an energy-related investment 

allowed as a deduction under 15-3Z-103.R 

Section !0. Severability. If a part of this act i~ 

invalido all valid parts that are severable from the invalid 

part reaain in effect. If a part of this act is invalid in 

one or •ore of its applications. the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

Section Zl. Effective date. This act is effective fn-

taxable years beginning after December 3lo 1979. 

-end-
-12'-
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STATE OF MONTANA 
REQUEST NO._ 114-79 

FISCAL NOTE 

Form BD·15 

In compliance with a written request received __ _::Ian~ar¥._~§ ··-- .... , 19 _7_1_ ___ , there is hereby submitted a Fiscal Note 

for __ S_~qa te Bill 240 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 bill provides for a replacement tax for the property tax now levied on habitable 
property and provides a method for administering the tax; and provides an effective date. 

ASSUMPTIONS 

1) The Department of Revenue estimate of income tax collections is taken as a 
measuring the impact of the proposal: FY80 $154.268 M; FY81 $169.790 M 

2) Data processing costs: Design and development $121,960, annual production 
$546,912. (Source Dept. of Revenue Feasibility Study Feb 1978 - Available 

basis for 

cost: 
for 

examination upon request.) 
Personal Services FY80 

FY81 
$556,472 
$451,912 

Operating Expenses FY80 
FY81 

$112,400 
$ 95,000 

3) Preparation and maintenance of a separate listing of all habitable property 
FY80: $100,000 FY81: $100,000 (Personnel costs) 

4) The average rent paid for habitable property is greater than $150 per month. 
5) There are approximately 250,000 households and approximately 40.6 percent of house­

holds rent and would be eligible for the tax credit. 
6) The total income tax deduction taken for replacement tax paid will be approximately 

equal to the total deduction taken for property tax paid on personal residences and 
will be subject to approximately the same average effective tax rate. 

FISCAL IMPACT 

Income Tax Collections 
under current law 
under proposed law 
Estimated Impact 

Expenditures 
Personal Services 

under current law 
under proposed law 
Estimated Increase 

Operating Expenses 
under current law 
under proposed law 
Estimated Increase 

FY80 

$154.268 M 
154.268 M 

$ 0 

$ 0 
656,472 

$656,4 72 

$ 0 
112,400 

$112,400 

CONTINUED ON PAGE 2 

FY81 

$169.790 M 
160.655 M 

($ 9.135 M) 

$ 0 
551,912 

$551,912 

s 95,00~ £_;,,_,..--J a( if,..9 r 
$ 95,000 BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: j./:>, (7r 



STATE OF MONTANA 
·' Request No. 114-79 

FISCAL NOTE 
Form BD-15 

---~-··----.. ·-·---~-·~-

In compliance with a written request received January 26, 1979 , there is hereby 
submitted a Fiscal Note for Senate Bill 240 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 

FISCAL IMPACT: (Continued) 

Expenditures 
Total Expenditures 

under current law 
under proposed law 
Estimated Increase 

Net Effect 
Estimated Decrease 

FUND INFORMATION: 

Revenue Decrease: 
General Fund (64%) 
under current law 
under proposed law 
Estimated Impact 

Long-Range Building (11%) 
under current law 
under proposed law 
Estimated Impact 

School Foundation (25%) 
under current law 
under proposed law 
Esimated Impact 

Expenditure Increase: 
General Fund 

EFFECT ON LOCAL GOVERNMENTS: 

FY 80 

$ 0 
768,872 

$768 872 ---'-··---· 

($768,872) 

$ 

$ 

$ 

$ 

$ 

$ 

$ 768,872 

FY 81 

$ 0 
646,912 

$646 912 
---···--L~-

$180.665 M 
102.819 M 

1_$_2_. 846 M) 

$ 18.677 M 
17.672M 

.(§_ I .005 M) 

$ 42.448 M 
40.164 M 

Jf 2~4M) 

$ 646,912 

Presumably local revenue (total) will not be affected. There would inevitabl.y be 
significant shifting of taxes to other components of the tax base in some cases although 
data is not available which would make it possible to point out the precise taxing 
jurisdictions where this would occur. In addition, since adjusted gross income is not 
as stable a base as real property values, it js probable that in certain localized 
instances, there would be fairly significant shifts from year to year. 
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STATE OF MONTANA 
REQUEST NO. 114-79 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received ___ Ja~l~~-~~--~6 ________ , 19 _?J_ __ , there is hereby submitted a Fiscal Note 

for --~-~~~_t-~ -~~~-~---2-~-~----- pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

Page 3 

LONG-RANGE EFFECTS 

The credit for renters will reduce FY82 income tax collections by approximately 
$4,567,500. 

TECHNICAL NOTE 

Section 12 allows revisions in a taxpayer's liability for up to five years after the tax 
is due. If a refund must be made, what fund should the money come from? -- county which 
received the money? or the state? 

PREPARED BY DEPARTMENT OF REVENUE 

BUDGET DIRECTOR 
--- -

Office of Budget and Program Planning 

Date: ---------



STAT~~ENT OF INTENT RE: 51:1 2 40 

z 

3 

4 In granting the Depart~ent of Revenue the authority to 

~ m~ke rules to administer tne replacement tax, the Senate 

6 Committee on Taxation expects the Oepartment to adopt rules 

governing the procedure for ~ithholding replacement ta~es, 

8 determining residency of taxpayers• disbursing replacement 

9 tax funds to taxing jurisdictions. revising replacement tax 

10 rates, and administering the tax credit for rent. 

i,_'\ i 
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COIIIIlittl!e on 'l'ax;~tion 

MINORITY REPORT ADOPTED 

SENATf BILL NO. 240 

INTRODUCED BY WATT, DUSSAULT, RASMUSSEN, MEHRENS, 

VAN VALKENBURGo PALHERt HAGER, PETERSON, Bo BROWN 

A BlLL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A 

REPLACEMENT TAX FOR THE PROPERTY TAX NOW LEVIED ON HABITABLE 

PROPERTY AND PROVIDING A METHOD FOR ADMINISTERING T~E TAX; 

A~ENDING SECTION 1,-30-121; ANO PROVIDING AN EFFECTIVE 

OAT-::." 

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

MfH-~~~& Section lo Intent. (11 It is the purpose 

of the legislature to base the taxation of housing and the 

support of local government on people's aoility to pay. 

Since all people use housing, all who are able to do S<" will 

pay taxes to support local govern•ent. 

{2) The legislature hereby provides a new m~thod of 

assessing and collecting most taxes now levied on housing. 

The replaceMent tax is based on the total adjusted gross 

income of all residents within each taxing jurisdiction. 

Like property taxes. the replacement tax will vary from 

place to place and year to year. However. unlike property 

ta~es, the replace.ent tax will never force oldt poor, and 

sick people to sell their hoaes because of high tax bills; 

nor will those who i•prove their homes be penaliz~d by 
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higher taxes. 

~~-S~~~A Section 1. Definitions. For purposes of 

(sections 2 throuqh 18)• the following definitions apply: 

Cll "Adjusted gross incoae• .eans income as defined in 

15-J0-111. 

121 •oepart•ent• aeans the depart~nt of revenue. 

Cll ·E~ployee• means employe~ as defined in 15-)D-101. 

(lol •E•ployer" means e•ployer as defined in 15-30-201. 

(51 •Governmental unit• means school districts. 

incorporated cities and townso counties• and the state. 

{6) {a) •Hdbi table property" means: 

(i) all buildings. including condominiums, apartments• 

and rest homes, and mobile ho•eso intended for per•anent 

human habitation; and 

(ii) buildings, such as 9arages or storage sheds. 

nor~ally associated with residences. 

(b) "Habitable property• does not onclude: 

(i) •obile ho~es, »ator ho~es, trailers. campers. or 

other personal property held as stock-in-trade by a 

distributor or de~ler or used for recreational purposes; 

C i i) 1 <>nd; or 

(iii) hotels. motels. or other property occupied 

principally by nonresidents, tourists• or other transients. 

(1) •Net rent" means payments made 

housing for u~e of the property, 

-2-

SECOND 

to an 

but not 

owner of 

including 

SB 2it0 

R E A D I N G 



1 

z 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

lit 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Zit 

25 

S!\ 0240/02 

additional pay .. nt for utilities or services. 

(8) •Resident• ~ans resident as defined in 15-30-101. 

{9) (a) •special taxing district• Means ~ny district 

established pursuant to state Ia• that is: 

(i) established by a unit of local govern~ent to 

provide a specific service or capital ieprovement; or 

(ii) established by an order of district court or a 

departaent of state governeent •ith the authority to 

establish a budget and levy aills to provide a specific 

service or capital ieprove .. nt. 

(b) School districts are not special taxing districts. 

(10) •wages• .. ans •&qes as defined in 15-30-201. 

~~~ Section 3. Duties of the department. The 

depart.ent shall: 

1 lJ establish a central coeputer systeM to keep 

records necessary to adainister the replaceeent tax; 

121 keep re<ords showing the adjusted gross incoee of 

each taxpayer for each qovernmental unit in which the 

taxpayer is a resident; 

(31 establish and eaintain a list of all habitable 

property in the state; 

1~1 continuP to assess and keep records of the value 

of all habitable property; 

(~) determine questions of residency and other issues 

arising fro• the adMinistration of the replacement tax; 
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(61 revise state incoee tax forms or pr~parP 

additional fores as necessary to secure information 

necessary to administer the replacement tax; 

(7) audit replaceaent tax returns as necessary; 

(8) keep taxpayers• replacement tax records 

confidential. under the procedures established in l5-38-38t 

~=JQ=JQJ; 

(91 provide fores and instructions to local officials 

as necessary; 

flO) perfora other duties as specifically provided in 

[this act]; and 

1111 publish any rules necessary for administering the 

replacement tax. 

~~W SEtJIQN. Section ~. Replacement tax imposed 

variable rates. Ill In addition 

sections lS-30-103 and 15-30-104• 

ieposed on the adJUsted gross 

taxpayers of the state. 

to the taxes imposed in 

a replacement tax is 

income of all resident 

(Z) The rate of tax aay vary fro• year to year and in 

each governMental unit. The tax rate in any governmental 

unit in a taxable year is 10' of the total mill levy imposed 

in that governmental unit that year. The total mill levy is 

the su• of all the levies imposed on property within a 

governmental unit. 

{3) The tax rate for each governmental unit shall be 
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applied to the adjusted gross ·~ncome of each taxpayer 

res~dinq in the governmental unit. 

tl~-S~IlQ~ Section 5. Habitable property exempt 

from taxation -- exceptions. Ill Habitable property is 

exempt from prooerty taxation. However, ~ills imposed by 

special taxing districts may be levied against habitable 

property and the property tax due on it collected. 

(21 Habitable property shall continue to be asse!.sed 

and its taxable value included in the governmental unit's 

tax base when county officials• salaries or bonded 

indebtedness limits are calculated and the class of a city. 

town, or county is deter•ined. 

(3) If a single building is used or designed for use 

partially as habitable prOPerty and partially for other 

uses, the county appraiser shall determine the ass3ssed 

value of each portion separately and exempt the habitable 

property from taxation as provided in subsections (l) and 

(2). 

~E~_5Etll0tla Section bo Applicability to general 

obli:Jation bonds. (1) All general obligation bonds will 

continue to be an obligation 

their redemption. 

(2) The replacement tax 

alternate ~ethod of assessing 

habitable property. 
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~~-~til~ Section 7. Withholding. (1) Beqinninq 

January 1, 1980, each e~ployer shall deduct and withhold 

1.81 of the wages paid to each of his employees residing in 

Montana• in addition to and separate fro~ any other 

withholdlngs. 

(2) The employer shall indicate each employee's 

re~idence on his withhOldin~ records. The e~ployee•s 

residence as of his first employment of the year shall be 

used throughout the year. even if the e~ployee•s residence 

is later changed. 

(31 The employer shall re•it the~e withholdings and 

returns as required by the depart•ent according to the 

procedure contained in lS-30-204. 

Mf~iE~IlOHa Section e. TaxpayPrs 

withholding -- seaiannual pay.ent 

not subject to 

penalty. (1) On or 

before August 15 of each year, beginning In 1980, each 

resident taxpayer who is not subject to withholding under 

(section 1) shall pay 2~ of his adjusted gross income for 

the first 6 aonths of that calendar year to the department. 

{21 These payments shall be deducted fro• the 

taxpayer's total replacement tax liability as shown on his 

replace•ent tax statement for that calendar year. 

(3) Any taxpayer not subject to withholding who fail& 

to •ake the se•iannual pay~ent required in this section is 

subject to a penalty of 10~ of the semiannual pay.ant due. 
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(~) A per~on who becoMes or cea~e~ to be a resident of 

the state, as defined in f~ection Z]• aust pay replaceaent 

taxes on the incoae he earned while a resident. He aU$t •ake 

se•lannual and final returns and payaents. 

NEW SECTIQNa Section 9. Filing of return and 

calculation of replaceaent tax due. (l) After receiving a 

taxpayer•s annual income tax return, tne departaent shall 

calculate the taxpayer's total replaeeaent tax liability for 

the previous year by applying the replacement tax rate for 

the govern .. ntal unit shown on his withholding fores to his 

adjusted gross Inca••• as reported on hi~ incoee tax return. 

(2) As soon as possible after aaklng this calculation. 

the depart .. nt shall eail a stateeent to the taxpayer 

showing: 

(a) his total replaceeent tax liability for the 

previous year; 

(b) any withholdings or advance partial payaents 

credited to hie; 

(c) how these figures were deter•lned; and 

(d) any balance due• 

(3) 1f the a~unt withheld exceed~ the taxpayer•s 

total replac .. ent tax liability by ~ore than Slt the 

departeent shall refund the excess to the taxpayer. 

(4) If the taxpayer's total liability exceeds his 

withholdings or advance partial payeent by more than Sl, the 
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~a~~~~er shall pay the tax due by the fifth day of the month 

after the state .. nt was received. 

(51 Refunds 

tax liability •ay 

aeended returns 

liability. 

•ay be •ade or state~ents of additional 

be •ailed when subsequent audits or 

alter a taxpayer•s replaceMent tax 

NEW SECTIQNa Section 10. Penalty and interest. (ll 

All replace.ent taxes not paid when due are delinquent• and 

interest of 2/3 of ll per •onth shall be collected on the 

unpaid balance. 1n addition, a penalty of 5l of the 

delinquent tax shall be collected. 

(2) All interest and penalties collected by the 

departeent shall be placed in the state general fund. 

HEW SECIIQN. Section 11. Collection of delinquent 

taxes. The depart•ent may use the procedure provided in 

15-30-311 for the collection of delinquent replacement 

taxes. 

~-SEtilQ~ Section 12. Application for revision 

appeal. (1} An application for revision of replacement tax 

liability may be filed with the department by a taxpayer 

within 5 years after the original due date of the return. 

(2) If the taxpayer is not satisfied with the action 

taken by the departeent on his application for revision or 

on questions ot residency the depart~ent has resolved, he 

may appeal to the state tax appeal board, which shall have 
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authority to qrant the claim or a portion of the claim. 

U~~-~~CllQ~. Section 13. Department to esti•ate total 

adjusted gross inco.e in each governmental unit. (1) On the 

second Monday of July, 1960, and every following year, the 

department shall furnish to all officials who calculate and 

establish mill levies an official esti•ate of the total 

adjusted gross inco•e of the residents living in each 

govern•ental unit. 

(2) In fcr•ulating these esti01ates. the depart.-nt 

shall consider the adjusted gross income of the previous 

year. It may consider additional infor•ation as It considers 

necessary. 

~~~~~IlO~s Section 14. Oepart.ent to review 

estimates and revise tax rates. (1) After receivin1 annual 

inco~e tax returns, the depart•ent shall c~pare the 

estimates of total adjusted gross inco•e sent to the local 

officials with the total adjusted gross inco•e actually 

reported on the returns. 

(2) If the estiaate significantly differs fro• the 

actual returns from any governmental unit, the depart•ent 

shall make an adjust•ent in the tax rate for that unit to 

more nearly produce the budgeted revenues. 

~~-ifCllO~ Section lSo Oeter•ining mill levies. 11~ 

To deter•ine •ill levies, local officials shall divide the 

revenue to be raised by the property tax and replacement tax 
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in each qovern~ental unit that year by the su• of the 

tax~ble value of all property in that unit, e~cluding 

habitable property• plus 10~ of the esti•ated total adJusted 

gross income of all taxpayers residing in that unit. The 

resulting figure is the •111 levy for that govern•ental 

unit. 

(2} To determine a state levy. the department shal 1 

divide the revenue to be raised by the property tax and 

replace~ent ta• that year by the su• of the taxable value of 

all property In the state, excluding habitable property• 

plus 10% of the estlaated total adJUSted gross lnco.e of all 

taxpayers residing in the state. The resulting figure is the 

•lll levy for that state fund. 

{3} This method of calculating eill levies supersedes 

existinq eethods of calculating eill levies, except for 

special taxing districts. 

~E~~~CllOMs Section 1b· landlord to notify tenant of 

property ta~es no longer collected. In January• 1980, each 

own~r of residential rental property shall send to ea~h of 

his ten~nt~ the following notice: •we are no longer required 

to p~y r~quldr property taxes on the rental unit you occupy. 

Because of thiso we (are) (are not) considering a reduction 

in your rent.• The owner •ust indicate his intention 

regarding the rent on each notice. 

~f~-~ftilOHs Section 17• tredit for rent. (1) There 
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Is allowed as a credit against the taxes ieposed by 

15-30-103 and 15-30-lO~t: 

(a) 5t of the first 51~0 of net rent per Month.paid in 

1980 on a residential dMell ing for the taxable year 

beginning after Oece•ber Jl• 1979, and ending Oeceeber 31o 

1980; 

(b) 2 1/Zl of the first S150 of net rent per month 

paid in 1981 on a residential dwelling for the taxable year 

beginning after Oeceeber llo 1980o and ending Oece•ber 31• 

1981. 

(Z} Credits In excess of tax liability eay be refunded 

to the taxpayer. provided funds are appropriated for the 

purpose. 

NEW SE,Ilatia Section 18. Olsburseeent of funds to 

counties. (1) Re9laceeent taxes collected by the departeent 

shall be deposited In the earearked revenue account to the 

credit of the replaceeent tax account. which account is 

hereby created. 

(2) In May and Noveeber of each year. the departeent 

shall send to each county treasurer the replaceeent taK 

collected froe taKpayers in that county. The departMent 

shall also send each county treasurer official notic~ 

shaMing the aeount of tax to be 

governeental unit. 

credited to each 

Section 19. Section 15-30-121, HCA, is aMended to 
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read! 

"15-JG-121. Deductions allowed in coeputi ng net 

incOMe. In co•puting net income, there are allowed as 

deductions: 

(1) the itees referred to in sections 161 and 211 of 

the Internal Revenue Code of 1951tt or as section~ 161 and 

211 shall be labeled or a~endedo subj@ct to the followinq 

exceptions which are not deductible: 

year; 

(a) ite111s provided for In 15-30-123; 

(b) state incoee tax paid; 

LZ.J._replacaMnt to&-~tiLb.lt-LH~an i ~-Pa.ull 

titili federal incoee tax paid within the taxable 

f3tLll child and dependent care expenses determined in 

accordance with the provisions of section 214 of the 

Internal Revenue Code of 195~ that were in effect for the 

taxable year that began January 1, 1974; 

t~ii! that portion of an energy-related investment 

allowed a& a deduction under 1~-32-103." 

Section zo. Severability. If a part of this act is 

invalid• all valid parts that are se~erable from the invalid 

part re•ain in effect. If a part of this act is invalid in 

one or eore of its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 
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Section 21. Effective date. This act is effective for 

2 taxaole years beginning after December 31• 1q1q. 

-End-
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