
January 24, 1979 

January 25, 1979 

February 2, 1979 

March 16, 1979 

SENATE BILL 249 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal Note requested. 

Fiscal note returned. 

Committee recommend bill, do 
not pass. 

On motion, Senate reconsider 
its action taken on Adverse 
Committee Report and 
order printed and placed on 
second reading. Motion failed. 
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A BILL FOR AN ACT ENTITLED: "AN ACT REPEALING THE EXISTING 

L'HJIVIOUAL INCOME TAX AND IMPOSING A STATE INCOME TAX BASED 

ON A PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON MONTANA 

TAXABLE INCO~E; AMENDING SECTIONS 7·34·2416, 13·37·303, 

15·3D-101, 15·30·162, 15-30·241. 15·3D-303t 15·30·323, 

15·31-202, 53·Z·404o AND 67·11·303o MCA; REPEALING SECTIONS 

15·30·103 THf<OUGH 15·30·105, 15·30·111 THROUGH 15·30·116, 

15·30·121 THROUGH 15·30-124. 15·30-1319 15·30·132, 

15·30·134, 15·30·135, 15·30·142• AND 15·30·143, MCA; AND 

PRUVIQIN~ AN EFFECTIVE DATE.• 

B£ IT ENACTED aY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15·3D-101o HCAo is aMended to read: 

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

cha~tero unless otherwise required by the context, th~ 

following definitions apply: 

( l) •oepart11ent" -ans the departr..ent of revrnu~. 

t~t---9~Y+d~d•··.eefts·-eny--d+s~r+but~~--.e~--by---& 

eer~r~~on---e~~---of---t~s--e~n~·-or··pr&ftts-·to--f~1 

shareho+ders-·or--me~er~·-whe~~--tn-·eesh·-or·-+n--oth~r 

property--or·-~n--s~oe«·o~-~fte-eor~~eny·ether·th~-s~eek 

d+Y~dends·es-here+n·deftn~--•Stoek··e+Y+dends•·-~ens--new 
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~eek---+ssuedy·-~or--s~•as··er--~~~-eep~+tedy--te 

s~ereho•der~·+ft-~opor~on-~e-~~~eY~o~s-ho+d+ftgsw 

t3tLLl •Fiduciary• -ans a guardian, trustee, 

~xecutor.- administrator, receiver, conservator• or any 

person, whether indiYidual or corporate. acting in any 

fiduciary capacity for any person, trust, or estate. 

t~Lli •Foreign country• or •foreign governsent• .eans 

any jurisdiction other than the one e•braced vlthin the 

United States, its territories and pos~essions. 

(4) •Indjv!duaJ• .eaas a natural person. whether 

•arrled gr uowarrleda adult or •inor• aubiect to payeent gf 

an inca-e tax under tbe Internal reyew•e cpde. 

(5) •Inforaation agents• include all individuals, 

corporations, a~sociations, and partnerships. in whatever 

capacity acting, including lessees or .artqagors of real or 

personal property. fiduciaries. e•ployerso and all officers 

and e•ployees of the state or ?f any MUnicipal corporation 

or political subdivision of the state• haYing the control, 

receipt, custody, disposal, or payMent of interest, rent• 

s,..Jlaries., WdCJ<'So premiu'll'l.S• annuities,. c ompenst•ti on5- .. 

remun0rations, emolu~ntso or other fixed or deter•inable 

annual or periodical gains, profits, and inccw.e with respect 

to which any person or fiduciary is taxable under this 

chapter. 

16) •Internal reyeoue 'ode• or •IRt• Means the 

-2-
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Internal Reyenye~Q.f__J.2.2'u as ""'"~ 

t&t--•Ne~--ineeme•-m-~~-~he-~dju~ted-~~e~~-ine~e-e~-~ 

~expeye~-+e~s-~~-eedue~+en~-n~+ew~d-~y-th+~-ehepte~w 

t~t--•P~e•w-for-~-pu~poses--ef--the--~eduet+~s--end 

eree+ts-und~-~h+~-ehept~w-aeens-pe+d-e~-~eerued-or-pe+d-or 

+neurredw--ond--the--~erss--•pe+d--er-+neu~ree•-eftd-•pe+d-er 

eeer~68-~he~+-he--een~trued--eeeerd+n~--to--t~--eethed--of 

eeeeun~~-upen--~he--bos+s--ef-wh+eh-t~-~exeb+e-+ne~e-+s 

~e-rut~an~-th+s-ehepterw 

t6t--•Reee+.ed•w-~or--t~--pu~pese--of--ecaputn~en--e+ 

~ex~b+e-+neoee-under-th+~-ehepterw-eeen~-reee+YOd-er-eeerued 

end--the--terw--•reee+wed--e~--eeeruee•--,~~--be-e~~rued 

eeeord+~te-the-ae~ed-of--eeeeant+n~--apen--the--b~+~--ef 

wh+eh-~he-~exeb+e-+nee.e-+~-eempu~ed-under-~h+,-e~pterw 

Cll •person• •eans an jndiyjduaJ, a tryst or estute• 

or a partnarsh!g. 

t9JL4! •Resident• applies only to natural persons and 

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

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

any taxable year, any person doaiciled in the state of 

~ontana and any other person who •aintains a per•anent place 

of abode within the state even though temporarily absent 

from the st~te and has not established a residence 

elsewhere• 

t~et--~exeb+e-+ne~ea-aeftfts-t~-edjus~ed--~re~--+nee~ 
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of--e--texpeyer--+ess-~he-deduet+en~-end-exempt+ens-p~ov+derl 

~e~-+n-th+s-ehep~erw 

t~~tL21 "Taxable year• means the taxoayer•s taxable 

year for federal inco•e tax purposes. 

t~tL~ •Taxpayer• includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations." 

~EW SECTION. Section 2. State income tax as 

pPrcentage of federal tax. (1) A state income tax is im~ose~ 

and shall be paid and collected for each taxable year upon: 

(a) the federal adjusted taxable income derived from 

sources within and without Montana of every resident and 

fiduciary required to make a return and pay federal income 

taxes under the IRC; and 

(b) the federal adjusted taxable income derived from 

sources within Hontana of every nonresident and fiduciary 

required to make a return and pay federal income taxes under 

the IRC. 

121 "Federal adjusted taxable income" means the 

taxpayer•s taxable income as deter•ined for federal income 

taxes under the provisions of the IRC with the followin-~ 

additional deductions: 

(a) all benefits received under the federal employees• 

retire.cnt act not in excess of s3.600; 

(b) all benefits paid under the teachers• retirement 

-4-
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la~ which are specified as exempt fram taxation by 19-4-70&; 

(c) all benefits paid under The Public Employees• 

~~tirement System Act ~hich are specified as exe•pt fro~ 

tax3tion by 19-3-105; 

{d) all benefits paid under the highway patrol 

rutiremont la~ which are specified as exempt from taxation 

0y 19-6-705; 

(e) Montana income tax refunds or credits; 

(f) interest income fro~ obligations of the United 

St~t2s government to the e~tent the incoMe is e~empt from 

state income tax under federal ~aw; 

(-)) interest received on obligations of any state• 

t~rritory. or county, municipality, district, or other 

.,ali tical subdivisions; and 

{n) an expenditure for an energy conservation purpose. 

as provided in Title 15, chapter 32o part 1. 

(3) A shdreholder of a corporation for which the 

~lection provided for under subchapter S of the Internal 

Revenue Code of 1954 is in effect but for which the election 

~rovided under 15-31-202 is not in effect may deduct from 

his federal taxable income any part of the corporation's 

undistributed taxable income, net operating loss, capital or 

otller gains, and profits or losses required to bP included 

in the shareholder's federal taxable incom~ by re2~on of th2 

election under subchapter s. Howe~er, to the shareholder's 
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federal taxable inco.a •ust be added distributions received 

fro• the corporation to the extent the distributions would 

be treatdd as taxable dividends if the subchapter S election 

were not in effect. 

(4) Nonresidents taking any of the deductions listed 

in subsection (21 aay claia only that percentage of itemized 

deductions and the personal exeaption deduction allowed from 

federal adjusted gross loco~ that the percentage of 

adjusted gross income earned from sources within Montana 

bears to the taxpayer's federal adjusted gross incoae. 

(5) If a taxpayer's federal adjusted taxable incoae is 

adjusted for state inco•e tax purposes to include any of the 

additional deductions or •odificatlons of subsections (2) 

throu~h {ft)o the tax~ayer•s federal income tax liability 

aust be recomputed on this adjusted figure to allow the 

stat~ inc~e tax rate to be applied a93inst it. 

~EH SECIIJN. 5ection 3. Rate of tax -- variations. 

(1) The rate of state inca.e tax is 27 l/2~ of a taxpayer's 

federal income tax liability. If the taxpayer's federal 

adjusted taxable income includes any of the additional 

deductions or ~odifications of [subsections (2) through (4) 

of section 2}t the taxpayer's feder~l income tax liability 

~ust be recomputed for state income tax ourposes and the 

stat" inco~e tax rate appl i~d 39~inst the recoMputed 

liability. 

-6- se ;;.¥~ 
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(2) (a) The dep~rtm~nt may publish a rule modifying 

the rate of tax if: 

(i) the le~islature is not in s.e-'5sioni ond 

(ii) changes in the !KC arP. •ade 

substantially reduce the revenue produced by 

income tax during the current biennium. 

(b} The depart~nt mare if necessary: 

that 

the 

would 

state 

(i) •ake the modified percentage retroactive to the 

previous January 1; and 

(ii) publish new withholding tables and estieated tax 

return requlre.ents. 

{c) The •odi fled percentage IDUSt be ca.puted so that 

the estleated revenue produced by the state income tax under 

the modified percentage during the bienniue will not exceed 

the legislative appropriation from inco.e tax funds eade for 

that bienniu• by eore than 5le 

NEW SECTION. Section 4. Nonresidents -- deter•lnation 

of in-state lnca.e. A nonresident's inc08e froe sources 

within Montana includes incoee derived from all property 

owned in the state and from every ~usiness. trade, 

profession, or occupation carried on in this state. It does 

not include i ncoee from annuities. inter-est. on nank 

deposits. interest on notes, bonds, or other 

interest-bearing obligations, or dividends on stock of 

corporations. except to the extent to which this income is a 

-1-
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~drt of the inco•e derived from a business, tr-doe., 

prof~ssion. or occupation carried on in this state. In the 

c~se of d business, trddeo professiono or occu?ation carrie1 

on partly within and partly ~ithout this state by a 

nonresidento the incoee from sources ~ithin this state shdll 

be determined by apportionment and allocation under rules 

issued by the department. 

NEN 5ELTION8 Section 5. Tax return contents. (l) 

Every individual or fiduciary mentioned in [subsection (1} 

of section 2] shall file a return ~ith the department 

showing: 

(a) the aeount of tax due and payable as reported on 

the taxpayer•s federal income tax return or as recomputed as 

required in [subsection (1) of section 3]; 

(b) the amount of tax due under [section 3]o less 

credits claimed against the tax; 

(c) any other information necessary for administration 

of th~ state incoee taxo as may be prescribed by th 

de;>art .. ent. 

(2) If a taxpayer is unable to mdke his own return, ~ 

duly authorized agent, guardian. or othPr person char-Jed 

~ith the care of the person 

shall file the return. 

or oropcrty of the tax;>ay<>r 

1\EH 5ECilotl 8 Section 6. Payment of the stat~ i ncon:e 

tax -- r0funds -- interest. (1) All taxpayers rPquired ~o 

-8-
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file d statP t ncome tax return sh.111 comput~ th.-~ amount of 

stat co inc o<.oe L>X due and sha11, at the t i 11e the return is 

filed, pay to the department any balance of tax in ~xcess of 

tl remaining unpaid after credi·.inq the a1110unt withhel<l as 

provided under 15-30-202 or any payment of estimated tax ~s 

~rovided under 15-30-242. 

(2] If the withheld or the esti11ated tax paid exceeds 

th~ state incoone tax due by more than Sl• the department 

shdll refund the excess to th~ taxpayer within 30 days after 

receiving the return. 

(3) Except as provided in 15-30-321, interest at a 

rate of 9t a year shall be added to any state incoone tax, or 

portion of tax, not paid from the due date until paido 

wh,ther the taxpayer has been granted a filing e><ten~ion or 

not. 

(4] If a joint return is made by husband and wife, the 

1 iahil ity with respect to the tax is joint and sev~rdl. 

Section 7. Section 7-34-241&, ~tAo is amended to read: 

•7-34-2416. Tax-exempt status of bonds. ~onds issued 

by .J county pursu.Jnt to the provisions of 7-">,4-2 1tll u,rou,,h 

7-34-2418 are declared to be issued for an essential public 

~nd governmental purpose by a political subdivision within 

the me.Jniny of 15-39-ltltrttet ~~ction 1LlLQl-~f~~Qfl 

z..J·" 

Section B. s~ction 13-37-303, MCAo is amend~d to re~d: 
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•tJ-37-303. Designation by taxpayer. (1) An individual 

whose incoae tax liability under ~~+e--~--~er--39 

[section _lJ for a taxable year is Sl or more •ay designate 

11 he paid over to the fund. In the case of a joint returnT 

~--~ov+ded--•ft--15-3&-1~ of a husband and wife having an 

income tax liability of S2 or more, each spouse may 

designate Jl be paid to the fund. 

(2) The departaent shall provide a place on the face 

of the blank form-of return• provided for in l5-3G-l44w 

where an individu~l may make the designation provided for in 

subsection (1)• The fora shall adequately explain the 

individual's option to designate Sl to the fund and that a 

designdtion does not increase tax liability.• 

Section 9. Section 15-30-162, MCA, is amended to r~ad: 

·l~-3G-162. InvestRent credit. There is allowed as a 

credit against the taxes imposed by 15-~3-e~-15-3&-1~ 

Lsectjoos 2 and 3) a percentage of the invest~nt in certain 

depr~ciable property equal to one-fifth the percentage of 

inve~t.ent in such property allowed under section 3~ of the 

lnt~rnal Revenu2 Code of 1954, as amPndedt or as section 38 

may be renumber~d or amended." 

Section 10. Section 15-30-241, MCA, is amended to 

re:J1: 

-I5-3u-Z4l. Occlaration of PSti~ated tax. (1) Every 

individual exee~t-fe~me~~.-~ene~e~~T-c~-~tcekmen shall, at 

-10- 5 B ~ 't ~; 
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the tiae prescribed in subsection (3) of this section, make 

a declaration of his estim.;ted t''" for the t<~xable year if 

ft+s--ft~~--f"eeme--~r~--~0~~~~--e~ne~-~~en-we~~~.-~~~"r+~~• 

boftUs~-or-~~-~~-eftft-rees~eb+y-be--~~ed--te 

~e~-or~eeed-h+s-ftet-+ftee.e-~re.r•e9esy-se+er+~-beftUses 

&r-~er-e~a~s.-wh+e"-ere-sabjeet-t"-w+t~+d+ft9 ~ 

requjre4 to file a declaration Q{_b~ estjwated tax under 

the prgyjsjons pf the IR,. 

(2) In the declaration requir<'d un1er subs<>ction (11 

of this section, the individual shall state: 

(a} the awount which he estimates as the awount of taM 

under t~~~ [section 3] for the taxable year; 

(b) the a~ount which he esti~utes will be withheld 

fro• wages paid by his employer if said individual is an 

employee; 

(c) the excess of the a11t0unt estillated under 

subsection (2)(a) over th<' aoaount esti,.ated und<>r subsection 

(2)(b), which excess for purposes of this section shall be 

considered the estiwated tax for the taxable year; 

( d 1 such other i nfora.Jtion a,-. """Y be prescribed in 

rules promulgated by the department. 

(3) The declaration required under subsection {1) of 

this section shall be filed with the dzpartment on or ~~fore 

April 15 o~ the taxable year, exce~t that if th" 

require•ents of subsection (1) of this section are first 

-ll-
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11et: 

(a) 'fter April 1 and befor~ October 1 of the taxGble 

y•ar, the declaration shall be filed on or o~fore October 1~ 

of the taxable year; 

(b) after October of the taxuhl~ yearo 

Jecl~ration shall be filed on or before Febru~ry lj of 

succeeding taxable yedr. 

thP 

lh" 

(4) An individual •ay •ake amendments of a declaration 

filed duriny the taxable year unoer subsection (3) of this 

s••ction under rules prescribed by th~ department. 

(~) Ifo on or before February 15 of the succeeding 

taxable year. the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount coMputed on his return as payable, then under 

rules prescribed by the depart11ent: 

(v) if the declaration is not required to ~e filed 

during the taxable year but is required to he filed on or 

before such February 15, such return shall for the purpos• 

af this section be considered as sucn declaration; 3nd 

(b) if the tax shown on the r~turn is greater than the 

estimated tax shown in a declaration previously mad~ or in 

the last amendments thereof. such return shall for th2 

purposes of this section be considered as the amendment of 

tha declaration permitted by subsection (4) of this section 

to b" filed on or before such February 15. 

-lZ-
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(6) Th-" departm·ant shall promul<,Jate rules govPrnin') 

rea~onable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayer~ who 

ar~ aoroad, and no such extension shall ~e for more th~n 6 

months. 

(7} If the taxpayer is unable to make his own 

declaration, the declaration shall be mad' by a duly 

authorized agent or by the guardian or other person charged 

with the care of the person or property of such taxpayer. 

(8} Any individual who fails to file a decl~ration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-3G-321.• 

S2c~ion 11. Section 15-30-303, MCA, is amended to 

reqJ: 

"15-30-303. Confidentiality of tax records. (1) Except 

in wccordance with proper judicial order or as otherwise 

~rovided by law, it is unlawful for the d-"partm~nt or any 

deputy, assistant, agent, clerko or other officer or 

·~"'"1 oyee to divulge or make known in any manner the a.ount 

uf incom2 or any particulJrs set forth or di5cl{,scd in any 

report or return required under this chapter or any other 

i nform<1tion secured in the ad11inistration of this chapter. 

It is also unlawful to divulge or :nake known in any m."J.nner 

any federal return or federal return information disclosed 

on any return or report required by rule of the depart .-.ent 

-13-
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or under this chapter. 

(21 The officers charged with the custody of such 

r~ports and returns shall not be required to produce any of 

the~ or evidence of anything contained in the• in any action 

or proceeding in any courto except in any action or 

proceeding to which the depart.ant is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedinqs under the 

provisions of thi5 chapter or such other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of an~ •ay ad•lt in evidence so 

•uch of said reports or of the facts shown thereby as are 

~~rtinent to the action or proceedinys and no more. 

(3} Nothing herein shall be construed to prohibit: 

(a} the d~livery to a taxpayer or his duly authori~ed 

re~r~sentative of a certified copy of any rPturn or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

or~v nt thr id0ntific~tian of particular reports or r~turns 

and the ite~s th~reof; or 

(c) the inspection by the attorney general or other 

1,,,"1 rnpreS<>ntative of the Stolte "f tile r<!pOrt or return of 

any 

the 

taxpayer who shall 

tax oased thereon 

brinq action to set aside ~r review 

or ~~ainst whom ~n ~ction or 

-14- 5b ~:;.. 4-1' 
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proceeding has been instituted in accord~nce with the 

provisions of 15-30-311 and 15-3C-372. 

(4) Reports and returns shall bd ~re~~rved for J yedrs 

and thereafter until 

destroyed. 

the department orders thea to be 

(5t Any offense against subsection> (l) throuqh 141 of 

this section shall be punished by a fine not exceeding 

$1,000 or by i•prison•ent in the county Jail not exceerling l 

yedr• 0r both. at the discretion at th·· c0urt. and if tho> 

offender be an officer or eaployee of the state. he shall be 

dls~issed froa office and be incapable of holding any public 

office in this state for a period of 1 year thereafter. 

(6) Notwith5tanding the provisions of this s~ction, 

the departaent aay perait the coeeissioner of internal 

revenue of the United States or the proper officer cf any 

st3te i•posing a tax upon the inco~e5 of individuals or the 

authorized representative of either such officer to inspect 

the return of incoee of any individual or •ay furnish to 

such officer or his dUthorized representative an abstract of 

the return of income of any lndivi~udl or supply hi~ ~ith 

information concerning any item of incoMe contained in ~ny 

return or disclosed by the r~port of any investig~tion of 

the incOGe or return of income of any individual, but such 

per~ission shall be 3ranted or such information furnished to 

such officer or his representative only if the st~tutes of 
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the United States or of such other state, as the case may 

b,,, gr.Jnt substc>ntially similar privileg.•s to thP pr'1per 

Jfficer of this state char~ed with the ddministration of 

this chapter. 

t~t--F~~~--ne~~~ft~ene~~-eny-e+-~h~-rreY~~~en~-of 

~~-see~+eny-~~-e~~r~Me~-sfte++-+ttrn~"-~e--~h~--ri~Y~~?en 

8+---M~er---.eh~~es--~--~~--e~~~m~n~--ef--jtt~~+~~--e++ 

+nfer~o~+en-neee1~ery-~e-+~~++y-~~~e--~eree"e--q~e~+fy+n~ 

fer--~h~--eed+~~ene+--~~emp~~en--fer--e++n~n~~--~ttr~tte"~-~~ 

%S~&-T+~t~ty-+or-~he-~~~e-ef-~eb++n~-~e+d--d+Y+~en--~e 

eda+~~er-~~-p~+e+&n~e+-&x-s-%e5.• 

Section 12. Section 15-3G-323, MCA, is amended to 

read: 

•15-30-3?3. Penalty for deficiency. (11 If the payment 

required hy xs-39-%~t6t [sectjoo 6} is not mar.P within 30 

days or if the understatement is due to neglig,~nce on th·? 

~art of the taxpayer but without fraud, 

to the amount of the deficiency 5l 

there shall bP adderl 

thereof; providec, 

:t•Jwe-ver, that no deficiency ,;enalty ~hdll be! l<ss th.'n o?. 

Int~rest will be computed at the rate uf 9Z ~er rlnnum or 

traction thereof on the a1ditional assessment. Except as 

otherwise 

intere,;t 

expressly 

shall in 

provirled in this subscct.iont th•' 

all cases be computed from the date the 

return dnd tax were originally due as Ji~tinguished from th• 3 

due dat~ as it may have been extended to the date of 

-16-
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payment. 

( 2) If the time for filing a return is extended, the 

taxpayer shall pay in addition intertst thereon at the rate 

of 91 per annum from the time when the return was ori~inally 

requir~d to be filed to the time of p~yment.• 

Section 13. Section 15-31-ZOZ, MCA, is a.ended to 

read: 

•15-31-202. Election by SMall business corporation. 

(1} Except as provided in subsection (6)• any small business 

corporation may elect, in accordance with the provisions of 

this section, not to be subject to the taxes i•posed by this 

c~vpter. Such election shall be valid only if consented to 

by all persons who are shareholders in such corporation. The 

el~ction i~ affective: 

(a) on the first day of the first taxable year for 

which such election is effective, if such election is made 

on or before such first day; or 

(b) on the day on which the election is madeo if the 

election is made after such first day. 

(2} If a small business corporation o·ak0~ an election 

under subsection {l)o then: 

(a) with respect to the taxable years of the 

corporation for which such election is in effect. such 

corporation shall not be subject to the taxes i~poseJ by 

this chapter and, with respect to such taxJbln y~ars and all 

-17-
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succeeding taxable ycarso the provisions of this part shall 

2 apply to such corporation: and 

3 (b) with respect to the taxable years of a shareholde~ 

4 ~f such corporation in which or with which th~ taxable years 

'5 of the corporation for which such election ls in effect end, 

,., ti•e provisions of this part shall apply to such sharehol dero 

1 and with respect to such taxable years and all succeeding 

8 taxable years, the provisions of this part shall apply to 

9 such shareholder •. 

10 (3) An election under subsection (1) •ay be made by a 

11 small business corporation for any taxable year at any ti•e 

lZ during the first •onth of such taxable year or at any ti•e 

13 during the month preceding such first .onth. Such election 

14 shall b~ mJde in such •anner as the department of revenue 

15 shall p~escribe by regulations. 

16 (4) An election under subsection PI shall be 

17 effective for the taxable year of the corporation for which 

18 it is •ade and for all succeeding taxable years of the 

19 corporation unless it is terminated, with respect to any 

20 sue;, taxJblc yc2r• uncler subsection ('5). 

21 ( 5) (J) (i J An election under subsection (1} ~ade by a 

Zl. small business corporation shall terminate if 3ny person who 

23 ~a~ not a shJr~hold~r in such corporation at the time of the 

.'4 initial '1-'ction under subsection (1} subs<>qu<>ntly becomes a 

Z"> s.,..,cJr d>vl :.Jer in such corporation and aff i rmat i Vo?l y refuses 

-19- c. 5' -, Ll.Ci ,;_) r;;...,, 7 I 
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(in such Manner as the depart•cnt shall by rules pr~scribe) 

to consent to such election on or ~l,:-o.for.P th·"? '~nth (' •Y on 

which he acquires the stock. 

I i it If the per son acqu i r i OJ the stock is the est >te of 

a decedent• the period under subs~ction (5)(a)(i) for 

affireutively refusing to consent to th·· election shall 

expire on the 60th day after whichever of the followinJ is 

the earlier: 

(A) the d<ly on which the ex.,cutor or admini strnt•>r of 

the estate qualifies; or 

(8) the last day of the taxable year of the 

corporation. in which the decedent died. 

(iii) Any termination of an election under subs~ction 

(5)(a)(i) by reason of the affir•ative refusal of any person 

to consent to such election shall be effective for th~ 

taxable year of the corporation in ~hich such ~erson b£comes 

a shareholder in the corporation and for all succeeding 

taxable years of the corporation. 

(b) An election under subsection (1) eade by a small 

business corporation may be revoked by it for any taxable 

year after the first taxable year for which the election is 

effective. An election may be ~evoked only if all p~rsons 

who are shareholders in the corporation on the day on ~hich 

the revocation is ~ade consent to the r~vocation. 

revocation under this paragraoh shall be effective: 
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(i) for the taxable year in which madet if made befor<> 

th<: close of the first month of such taxable year; 

(ii 1 for the taxable year following the taxa~le year in 

which made. if aade after the close of such first montho and 

for all succeeding taxable years of the corporation. Such 

revocation shall be made in such manner as the de~art~~n• 

shall prescribe by regulations. 

(c) An election under subsection (1) made by a small 

busin·~s.s corporation shall ter1ninat-e if the corporation 

ceases to aeet the definition of a small bus i n<>ss 

corporation at any ti.e after election 

subsection lit• 

is effective under 

(d) Such termination shall 

taxable year of the corporation in 

~edses to be o saall business 

be effective fer thP. 

which the corporation 

corporation dnj for .,11 

succeeding taxable years of the corporation. 

(6) If d small business corporation has ~ade 3rt 

election under subsection ( 1) and if such election has !""'' 

t~rmindted or revoked under subsection (5)• such corpor~tion 

(and any successor corporation) shall not be eligible to 

~ake an election under subsection (1) for any taxable year 

prior to its fifth taxabl~ year which begins <lfter th~ first 

taxable year for which such termination or revocation is 

cff~ctive unless the depdrtment consents to such el~ction. 

(7) This election shall not be ~ffective unless thP 

-20-
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corporate net income or loss of such electing corporation 

shall have been included in the stockholders• federal 

adjusted ~~~~ taxable incoae as such is defined 

~~-36-TTT [sectjoo 2]• 

(8) Every electing corporation shall be required 

pay the ~ini~~ fee of SlO required by [8~1501]·• 

In 

to 

Section lit. Section 53-Z-ItOit, MCAo is a.anded to read: 

•53-2-ltOit. Investigation of relatives• state inca.e 

tax returns prima facie eviderce of incoae -- penalty for 

disclosing contents of return. (1) The departaent of social 

and rehabilitation services shall be required and It shall 

be its duty, when necessary to detereine the financial 

circumstances of those relatives herein naaed• to secure 

from ttl,. department of revenue a report of the a.aunt of 

income set forth on the return required by ~~ 

[sectjon 5]• The departeent of revenue is authorized and it 

shall be its duty to divulge or eake known to the departaent 

of social and rehabilitation services the aeount of inc~ 

or any particulars set forth or disclosed in any report or 

return r~quired under the state income tax act and subMitted 

by the relatives herein naeed. 

(2) A separate lnca.e tax return shall constitute 

prima facie evidence of taxable lncoeeo aeount of tax, and 

number of dependents of the individual aaking it; a joint 

income tax return of husband and wife shall constitute priea 

-21-
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facie evidence of taxable incoae, amount of tax, and number 

of dqpendents of either spouse for the purposes of this 

po1rt. 

(3) 1t shall be unlawful for the de~arteent of social 

dnd r~habilitation services or any deputy, assistant, agent, 

clerk. or other officer or employee to divulge or •ake known 

in any eanner any infor•ation secured fro• the departaent of 

revenue in the adainistration of this part except for 

purposes directly connected with the administration of this 

part. Violation of the provisions of this section shall be 

punished by a fine not exceeding S1,000 or by ieprisonaent 

In the county jail not exceeding 1 year. or botho at the 

discretion of the court, and if the offender be an officer 

or ~mployee of the state, he shall be dismissed from office 

and be incapable of holding any public office in this state 

for a period of 1 year thereafter.• 

Section 15. Section 67-11-303, HCA• is aeended to 

read: 

•67-11-303. Bonds and obligations. (1) An authority 

~ay oorrow money for any of its corporJte purposes _and issue 

its bonds therefor, including refunjing bonds, in such form 

and upon such teras as it eay detereine, payable out of any 

re~enues of the authority, including revenues derived from: 

(a) an airport or air- na~igation facility or 

f ac.i I i ties; 

-22- 55 ~t.fCJ 
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(bl taxes levied pursuant to 67-11-301 or other law 

for airport purposes; 

(c) <Jrants 

govern-nt; or 

or 

(d) other sources. 

contributions fi"OIIII the f e<ler a 1 

(2) The bonds 11ay be issued by resolution of the 

authority• witr1out an election and without any lillitation of 

a11ounto except that no such bonds •ay be Issued at any ti•e 

if the total amount of principal and interest to becoae due 

in any year on such bonds and on any then outstanding bonds 

for which revenues fro• the saee source or sources are 

pledged exceeds the a-aunt of such revenues to be received 

in that year as estiaated in the resolution authorizing the 

issuance of the bonds. The authority shall take all action 

necessary and possible to i•poseo aaintaino and collect 

rates, charges, rentals, and taxes, if any are pledqect. 

sufficient to aake the revenues fro• the pledged source in 

such year at least equal to the a.ount of such principal and 

inter~st due in that year. 

[3) The bonds •ay be sold at public or private sale 

and •ay bear interest at a rate not exceedinq 10% a year. 

txcept as otherwise provided h~reino any bonds issued 

pursuant to this chapter by an authority aay b~ payable as 

to vrincipal and interest solely from revenues of the 

authority and shall state on their face the applicable 
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li•itatlons or ~estrictions regardinq the sou~ce f~om which 

such principal and interest are payable. 

141 Bonds issued by an authority or municipality 

pursuant to the provisions of this chapter are declared to 

be issued for an essential public and governm€nt~l purpos~ 

by a political subdivision within the mn.aning of 

iS-~&-iiit~ttet [subsection !Zllwl of sgctjpn 2). 

cs~ For the security of any such bonds, the authority 

or municipality •ay by resolution ~ake and enter into ~ny 

covenant, agree•ent• 

additional powers 

or indenture and may exercise any 

authorized to be exercised by a 

.uniclpality unde~ Title 7, chapter 7, parts lt4 and 45. The 

su•s required fro~ ti•e to ti~e to pay principal and 

interest and to create and ~aintain a rese~ve for the bonds 

eay be paid fro• any revenues referred to in this ch"pter, 

prior to the pay.ent of current costs of operation and 

caintenance of the facilities. 

{6) Subject to the conditions stated in th•~ 

subsection (6)r the governing hody of any municipdlity 

havin1 a population in excess of 10,000, with respect to 

bonds issued pursuant to this chapter cy the municipality or 

by an authority in which the municipality is includerl, may 

by ~esolution covenant that in the event that at any time 

all revenues, including taxes, app~opriated and collected 

for such bonds are insufficient to pay principal or interest 

-24-
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then due, it will levy a qeneral tax upon all ~f the tax.,bl" 

propPrty in the •unicipality for the pay'llent of such 

deficiency; and may further covenant that at any time a 

deficiency is 1 ikely to occur within l year for the oayment 

of principal and interest due on such bondst it will levy a 

j0neral tax upon all the taxable property in the 

;nuni ci pal i ty for the paymerrt of such deficiency, and such 

t"xes are not subject to any liMitation of rate or a•ount 

applicable to other municipal taxes but shall be li•ited to 

a rate estimated to be sufficient to produce the a•ount of 

the deficiency. In the event more than one •unicipality 

having a population in excess of 10,000 is included in an 

authority issuing bonds pursu~nt to this chapter, the 

:"uni.c:ipolities may apportion the obligation to levy ta>tcs 

for the payment of, or in anticipation of, a deficiency in 

ti"t-.e revenues appropriated for such bonds in such •anner as 

the municipalities ..ay determine. The resolution shall state 

the principal asount and purpose of the bonds and the 

substance of the covenant respecting deficiencies. "'o s•Jch 

resolution becomes effective until the question of it~ 

app~oval has been submitted to the qu~lified electors of the 

municipality at a special election called for that purpose 

by the governing body of the municipality an1 a majority of 

the electors voting on the question hav2 voted in f~vor 

thereof. The notice and conduct of the election shall be 
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governed, to the extent applicabl~. by 7-7-4227 through 

7-7-4232 for an election called by cities and towns, and 

7-1-2229 through 7-7-2234 for an election called by 

counties. If a majority of the electors voting thereon vote 

against approval of the resolution, the •unicipality has no 

authority to make the covenant or to levy a tax for the 

~ay.ant of deficiencies pursuant to this section, but such 

.unlclpallty or authority aay nevertheless issue bonds under 

this chapter payable solely fro• the sources referred to in 

subsection (1l above.• 

Section 16• Liaitation of act. Nothing in this act 

shall be construed to affect any tax liability, or actions 

or causes of actions incident to these actlonso that arose 

or ~ight have arisen under Title 15, chapter 30• as it 

existed prior to January lo 1979. 

Section 17• Repealer. Sections 15-3o-103 through 

15-30-105, 15-30-111 throuyh 15-30-116, 15-30-121 through 

15-30-124, 15-30-131, 15-30-132, 15-30-134. 15-30-135, 

15-JG-142, and 15-30-143, ~CA, are repealed. 

Section 18. Effective date. This act is effective on 

passage and approval and applies to taxable years beginning 

after December 31o 1978. 

-End-
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STATE OF MONTANA 
REQUEST NO. ~137-79 

FISCAL NOTE 

Form BD·15 

In compliance with il written request received .. J~IDu.a..D!' ... 29_ ---- ___ , 19 .J.!L_ , there is hereby submitted a Fiscal Note 

for ... ~Pn<~t;f;'. !l.i.l.t -~~9 .. ... ----. 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 repeals the existing individual income tax and imposlt,g a state income 
tax based on a percentage of the Federal income tax payable on Montana taxable income; 
and provides an effective date. 

It is impossible, without a consi.derable amount of analysis, to render an accurate 
statement of the impact on revenue which passage of this proposal would have. The 
difficulty lies ln two areas: first, the Federal fiscal year runs from October 1 to 
September JO and, thus, does not coincide with the state's fiscal year. The Federal 
government makes C'Stimates for income tax collections during its fiscal year but no 
.in format ion iH n.•ad Lly available whieh would allow one to translate these estimates into 
ones which coincide with the state's fiscal year. Second, the Federal government does 
not estimate tl1e tax paid from an individual state but is content to predict the 
aggregate amount collected. Thus, there is no way to derive state liability when given 
Federal cstlmates. If the proposal is enacted, a substantial amount of work lies ahead 
before accurate forecasts of state revenue flowing from this source could be made. 

The most recent two years of Federal-statistics available indicate that the rate 
chosen produces about the same amount of revenue as was produced by the current income 
tax. 

Calendar 
Year 

1Y76 

1977 

Federal Income Tax 
Attrlbutable to 

Montana 

409,562,000 

459,166,000p 

P"" preliminary 

27.5% of 
Federal Tax 

112,629,550 

126,270,650p 

Actual (Estimated) 
Calendar Year 

Collections Under 
Present Law 

107,831,000 

123,143,000 

Since the Federal structure is much more sharply progressive than the current state 
rate structure, one can conjecture that, in the absence of Congressional action to cut 
the Federal income tax, the revenue to the state under this proposal would probably exceed 
the revenue under present law. (Income tax collections, 
present law: FY80 $154.268 M (estimated); FY81 $169.790 M 
(estimated)) 

(Continued on page 2) 
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BUDGET DIRECTOR 

Office of Budget and Program Planning 
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STATE OF MONTANA 
REQUEST NO. 137-79 

FISCAL NOTE 

f'onl! /1/) 15 

In compliance with a written request received . __ JaQ_!!_<!IY _s§_. . . . . . 19 ? ?._ _ , there is hereby submitted <J Fiscal Note 

for Senate Bill 249 __ 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 

At present there are three states which use a percentage of Federal income tax to 
compute state income tax. These are Nebraska, Rhode Island, and Vermont. The state of 
Louisiana uses a modified version of this method. Two states, Alaska and West Virginia, 
once based income tax upon a portion of the Federal liability but have since abandoned 
the concept. (Source: Federation of Tax Administrators "The Impact of Federal Tax 
Changes on State Taxation" 1978, on file in the Department of Revenue). 

It should be noted that the Federal government uses the individual income tax as a 
tool to implement fiscal policy. The discretionary power granted to the Department of 
Revenue (section 3(2)(a)) to change the rate would mitigate the effects of Federal 
tinkering but it may be extremely difficult for the Department to achieve the target set 
in section 3(2)(c). The target itself is not well-defined since the legislature does not 
appropriate income tax funds per se. Instead, appropriations are made from the three 
funds into which income tax proceeds are distributed. 

TECHNICAL NOTES: Is the individual's Federal Income Tax liability (section 3) to be hi.s 
liability before any credits granted by the Federal government are taken or are all 
Federal credits allowed? A more specific definition should be given since, for many 
taxpayers, being allowed to reduce liability by Federal credit would result in enormous 
tax savings for state purposes. 

If Federal credits are to be allowed then Montana's added portion of the investment 
tax credit ought to be repealed because the Federal credit would have already reduced 
Federal adjusted taxable income. (section 9.) 

The benefits paid to retired and disabled firefighters which are excluded from 
Montana adjusted gross income under present law {15-30-lll(g)) are i.neluded in Federal 
adjusted taxable income under this proposal. 

PREPARED BY DEPARTMENT OF REVENUE 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

.Date: 


