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Fiscal note returned.
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BILL NO. a’zf
-

A BILL FOR AN ACT ENTITLED: "™AN ACT REPEALING THE EXISTING

INTRODUCED BY

INDIVIDUAL INCOME TAX AND IMPOSING A STATE INCOME TAX BASED
ON A PERCENTAGE OF THE FEDERAL INCOME TAX PAYABLE ON MONTANA
TAXABLE INCOME; AMENDING SECTIONS T-34-2416s 13-37-303¢
15-30—101y 15-30~-162y 15-30~241s 15%-30-303s 15-30-323,
15-31-2029 53-2-404¢ AND 67-11-3039 MCA; REPEALING SECTICNS
15-30-103 THROUGH 15-30-105¢ 15-30-111 THROUGH 15-30-116s
15-306-121 THROUGH 15-30-124%, 15-30-131, 15-30-132,
15-30-134s 15-30-135, 15-30-142+ AND 15-30-143¢ MCA; AND

PROVETDING AN EFFECTIVE DATE.™

BE 1T ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-101y MCAy is amended to read:
"15-30-101. Definitionss For the purpose of this

chapters unless otherwise required by the contexte the

following definitions applys

(1) =Department™ means the department of revenuo.

43y ——BPrvidend®-—mesns——-sny——diatribution--made-—-by---o
corporstion-—-out--—cf-—-its-—esrnings——or--profits——to--+es
sharenotders——or——mempersy——whether-——in-~ceash-—or-—in--other
property-—or--in--stoek-of-the-corporationy-other—thon-stock

dividendas—as-—herern-definede—25tock-—drvrdends®——poans——new
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stock-——rsstnedy——Ffor-—surpivs--or--prefirts-ecapitelizredr—to
shareholders—-in-proportion-teo—their-previovs-holtdingss

+3¥(21 “Fiduciary" means a quardiane trustees
2xecutors administrators receivery conservators or any
persons whether individual or corporates acting in any
fiduciary capacity for any persons trusts or estate.

£4#3131 "Foreign country® or ®foreign government® means
any jurisdiction other than the one embraced within the

United Statesy its territories and possessionse

{5) *“Information agents® include all individualsse
corporationses associationses and partnershipss in whatever
capacity actings including lessees or mortgagors of real or
personal propertys fiduciariess employerss and all officers
and employees of the state or of any municipal corporation
or political subdivision of the states having the controls
receipts custodys disposals or payment of interesty rents
salariess waJese premiumssy annuities, compensationss
remunorationss emclumentsy or other fixed or determinable
annual or periodical gainss profitss and income with respect
to which any gerson or fiduciary is taxable under this

chaptere

SP HY7

INTRODUCED BILL
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Ioternal Revenue (oda of 1954e as uapondeds

t64——"Net-~itncome®-meuns-the-ndjusrted-qross—income-of-»
taxpoyer-tess-the-deductions-nttowed-by-this-choptery

£t¥1--"Paid®y-for-the-purposes-—of-—the--deductions--and
eredits-under-this-chaptery-means-paid-or-acerved-or-paid-or
incurredy—-and--the--terme--"patd--or-incurred®-and-*paid-or
ecerued®-sholi-be--construed-—-according--to--the--method--of
aceounting——opon——the--basta--of-which-the-toaxable-income—is
computed-under—this-chapters

£63--"Received®y-for-—the--purpose-—of-—computntion——of
taxuble-income-under-this-chaptery-means-received-or-scerused
end--the--term—"received--or--acerued®—-shali-—be-construed
sccording-to-the-method-cf-—accounting--upon--the--basis--of
which-the-texable-incone—is—computed-under-this—chapters

17) “Person” . means an individuals a trust or estutes
or_a partoerships

t2348) “Resident®™ applies only to natural persons and
includese for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domiciled in the state of
Montana and any other person who maint3ins a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewheres

$t164-"Faxabie—income -means—the-adivsted-—gross——income
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of --a-~taxpayer—-tess—the-deductions-and-exemptions—provided
for-in—tht+s-chapters

t334(2) “Taxable year™ means the taxpayer®s taxable
year for federal income tax purposese

£224110Q) "Taxpayer®™ includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.”

NEW SECTION, Section 2. State income tax as
percentage of federal taxe (1) A state income tax is imposed
and shall be paid and collected for cach taxable year upon:

ta) 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 Montana of every nonresident and fiduciary
required to make 3 return and pay federal income taxes under
the IRC.

{2} “Federal! oadjusted taxable income™ means the
taxpayer*s taxable income as determined for federal income
taxes under the provisions of the IRC with the following
additional deductions:

(a) all benefits received under the federal employees®
retirement act not in excess of $3+600;

tb)y all benefits paid under the teachers® retirement

-ty
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law which are specified as exempt from taxation by 19-4-7063

(c) all benefits paid under The Public Eaployees®
Ratirement System Act which are specified as exempt from
taxation by 19-3-105;

{d} all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
Ly 19-6=-TO53

{ey Montana income tax refunds or credits;

{f} interest income from obligations of the United
States government to the extent the income is exempt from
state income tax under federal aw;

{g) interest received on obligations of any states
tarritorys or countys municipalitys districte or other
political subdivisions; and

{n) an expenditure for an energy conservation purposes
as provided in Title 15+ chapter 32+ part l.

{3) A shareholder of a corporation for which the
election provided for wunder subchapter S of the Internal
Revenue €Code of 1954 is in effect but for which the election
provided under 15-31-202 is not in effect may deduct from
his federal taxable income any part of the corporation®s
undistributed taxable incomes net operating losss capital or
other gainss and profits or losses required to be included
in the shareholder*s federal taxable incoms by reaeson of the

election wunder subchapter S5« Howevers to the sharcholder®s
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federal taxable income aust be added distributions received
from the corporation to the extent the distributions would
be treated as taxable dividends if the subchapter § election
were not in effect.

{4) Nonresidents taking any of the deductions listed
in subsection {2) may claim only that percentage of itemized
deductions and the personal exemption deduction allowed from
federal adjusted gross income that ¢the percentage of
adjusted gross income earnad from sources within Montana
bears to the taxpayer®s federal adjusted gross incomees

(5) If a taxpayer®s federal adjusted taxable income is
adjusted for state income tax purposes to include any of the
additional deductions or wmodifications of subsections (2)
through (4)s the taxgayer*s federal income tax liability
must be recomputed on this adjusted figure to allow the
state income tax rate to be applied against ite.

NEW _SECTINg Section 3. Rate of tax =-— variationse
{1) The rate of state income tax is 27 1/2% of a taxpayer®s
federal incowme tax 1liabilitys If the taxpayer®s federal
adjusted taxsble income includes any of the additional
deductions or modifications of [subsactions [2) through (&)
of section 2}e the taxpayer®s federal income tax liability
must be recomputed for state income tax purposes and the

state income tax rate applied against the recomputed

SF KLX47

liabilitya
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{2) {a) The department may publish a rule modifying
the rate of tax if:

{i) the lejislature is not in session; and

(#i) changes in the IRC are made that would
substantially reduce the revenue produced by the state
income tax during the current bienniume.

(b} The department mayy if necessary:

{i) make the modified percentage retroactive to the
previous January 1; and

{ii) publish new withholding tables and estimated tax
return requirementse.

{c) The wmodified percentage must be computed so that
the estimated revenue produced by the state income tax under
the modified percentage during the biennium will not exceed
the legislative appropriation from income tax funds made for
that bienniua by more than 5X%.

NEW SECTION. Section &. Nonresidents —— determination
of in-state iIncome. A nonresident®s income from sources
within Montana includes income derived from all property
owned in the state and from every businesss trades
professions or occupation carried on in this statee It does
not include income from annuitiess intcrest on bank
depositse interest on notes, bonds, or other
interest-bearing obligationss or dividends on stock of

corporationss except to the extent to which this income is a
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part of the income derived from a businessy trades
professiones or occupation carried on in this states In the
case of a businesse trudey professiones or occupation carried
on partly within and partly without this state by a
nonresidents the incowme from scurces within this state shal?
be determined by apportionment and allocation under rules
issued by the departmente.

NEM SELTION. Section S5« Tax return -— contentse (1)
Every individual or fiduciary mentioned in [subsection (1}
of section 2] shall file a vreturn with the department
showings

{2) the amount 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 wunder [section 3]s less
credits claimed against the tax;

{c) any other information necessary for administration
of the state income taxe as wmay be prescribed by th
departmente

(2) If a taxpayer is unable to make his own returny a
duly authorized agente guardians or other person charqged
with the care of thé person or property of the taxpayer
shall file the returne.

HEW SECTIOHe Section &« Payment of the state income

tax -- refunds -- intereste {1} All taxpayers required to
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file 4 state income tax return shall compute the amount of
statc incote tax due and shalls at the time the return is
filedy pay to the department any balance of tax in excess of
t1 remaining unpaid after credi.ing the amount withheld as
provided under 15-30-202 or any payment of estimated tax as
provided under 15-30-242e

{2) If +the withheld or the estimated tax paid exceeds
the state income tax due by more than 31+ the department
shall refund the excess to thr taxpayer within 30 days after
receiving the returne

(3) Except as provided in 15-30-321s interest at a
rate of 3% a year shall be added to any state income taxs or
portion of taxs not paid from the due date wuntil paids
whather the taxpayer has been granted a filing extension or
note

{4) 1If a joint return is made by husband and wifes the
lTiahility with respect to the tax is joint and several.

Section Te Section T-34-2416y 4CAr is amended to read:

"7-34-2416. Tax—exempt status of bonds. ®onds issued
by o county pursuant to the provisions of 7T-34-72411 throuqgh
T-34-2418 are declared to be issued for an essential public
and  governmental  purpose by a political subdivision within
the meaning of 15-36-tir¢2¥ted [subsaction (21(g) of section
23"

Section Be Section 13-37-303y M(CAs is amended to read:
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*13-37-303. Oesignation by taxpayvere. {1} An individual
whose income tax liability under Fitte-—15y——chapter—-38
{section 7] for a taxable year is 31 or more may designate
$1 he paid over to the funde In the case of a joint returny
ss——-provided-——in--15-36—-142v of a husband and wife having an
income tax liability of $2 or wmores each spouse may
designate 31 be paid to the funde.

{2} The department shall provide a place on the face
of the blank form- of returne oprovided for in  15-30-1l&4
where an individual may make the designation provided for in
subsection (i} The form shall adequately explain the
individual's option to designate $1 to the fund and that a
designation does not increase tax liability."

Section 9. Section 15-30-162« MLAy is amended to read:

*15-30-162. Investment credite There is allowed as a
credit against the taxes imposed by 3+5-38~163-and-~15-38-104
[seciions 2 and 3] a percentage of the investment in certain
depreciable property equal to one-fifth the percentage of
investment in such property allowed under section 38 of the
Internal  Revenu: Code of 1954+ as amended, or as section 38
m3y be renumbernd or amended.™

Section 10. Section 15-30-241y MCAs is amended to
reoads

*15-30-24le Veclaration of estimated taxe (1) Every

individual exeept-farmersvy-ranchersy-or-stockmnen shalls at

-1o- 56 ”‘(11;?
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the time prescribed in subsection {3) of this sections make
a declaration of his estimated tax for the taxable year if
- -net--income-——from-—sources—-other-thoan-woeaessv-satnriesy
conusesy-or-other-emoluments-can-reasonchly-bhe-—expected--to
equai-or-exceed—his-net-inceme— fromwegesy-seteriesy—bonuses
or——other—-emotumentsvy—which-are—subject-to-withholding bhe_jis
required to file a daclaration of his estimated  tax under

{2) Iin the declaration roquirced under subsection (1)
of this sectiony the individual shall state:

{a} the amount which he estimatcs as the asount of tax
under 15-36-193 [section 3] for the taxable year;

{b) the amount which he estimates will be withheld
from wages paid by Hhis employer if said individual is an
employee;

{c) the excess of the amount estimated under
subsection {2)({3) over the amount estimated under subsection
(2)¢b)e which excess for purposes of this section shall be
considered the estimated tax for the taxable year;

(d) such other information 3s mnay be prescribed in
rules promulgated by the department.

(3} The decltaration required under subsection (1} of
this section shall be filed with the daepartment on or bveforc
April 15 of the taxable vyeoars except that if th=

requirements of subsection {1) of this section are first

-11-
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met:

{3) after April 1 and before October 1 of the taxable
yrare the declaration shall be filed on or before October 15
of the taxable year;

{b) after October 1 of the taxable vyears the
Jeclaration shall be filed on or before February 13 of th=e
succeeding taxable yeare.

{4) An individual may make amendments of a declaration
filed durinyg the taxable year unaer subsection (3} of this
section under rules prescribed by the department.

(5) Ife on or before February 15 of the succeeding
taxable yeare 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 prescribad by the department:

() if the declaration is not required to be filed
during the taxable year but is required to he filed on or
before such February 15y such return shail for the purpos: .
>f this section be considered as sucn declaration; and

(b} if the tax shown on the rrfturn is greater than the
estimated tax shown in a declaration previously made or in
the last amendments thereofs such return shall for the
purposes of this section be considered 3as the amendment of
tihe declaration permitted by subsection {(4) of this section

to be filed on or before such February 15e

_12_
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{6y The departmant shall promulyate rules governing
recasonable extensions of time for filing declarations and
paying the estimated tax except in the case of taxpayers who
are abroads and no such extension shall oe for wore than &
monthsae

{7} If the taxpayer is wunable to wmake his own
declarationy 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 taxpayers.

(8} Any individual who fails to file a declaration of
estimated tax as required by this section is not subject to
the penalties set forth in 15-30-321."

Saection 1lea Section 15-30-303s MCA. is amended to
real:

®15-30-303. Confidentiality of tax records. {1) Except
in accordance with proper judicial order or as oatherwisc
pyrovided by laws it is untawful for the department or any
deputys assistants agents clerks or other officer or
2mployee to divulge or make known in any manner the amount
of incoma or any particulars set forth or disclosed in  any
report or return required under this chapter or any other
information secured in the administration of this chaptere
It is also uniawful to divulge or make kKnown in any manner
any federal return or federal return information disclosed

on any return or report required by rule of the department

-13-
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or under this chaptere

{2) The officers charged with the custody of such
reports and returns shall not be required to produce any of
them or evidence of anything contained in them in any action
or proceeding in any courts except in any action or
proceeding to which the department is a party under the
provisions of this chepter or any other taxing act or on
behalf of any party to any action or proceedings under the
provisions of this chapter or such other act when the
reports or facts shown thereby are directly invelved in such
action or proceedingse in either of which events the court
may require the production of and may adait in evidence so
much of said reports or of the facts shown thereby as are
pertinent to the action or proceadings and no more.

{3) Nothing herein shall be construed to prohibit:

(a) the delivery to a taxpayer or his duly authorized
representative of a certified copy of any return or report
filed in connection with his tax;

tb) the publication of statistics so classified as to
praviont  the identification of particular reports or roturns
and the items thereof; or

{c) the inspection by the attorney general or other
1o ;01 regresantative of the state of tihe report or return cof
any taxpayer who shall bring action to set aside or review

thie tax based thereon or 2q2inst whom an  action or

~14- SE, (,g-r',i
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proceeding has been instituted in accordance with the
provisions of 15-30-311 and 15-3C-222.

(4) Reports and returns shall Le preserved for 3 years
and thereafter wuntil the department orders them to be
destroyeds

{5} Any offense against subsections {1) through (%) of
this section shall be punished by 4 fine not exceeding
$1,000 or by imprisonment in the county jail not exceeding t
years or bothe 3t the discretion ot the courty and if  the
of Fender be an officer or employee of the states he shall be
disvissed from office and be incapsble of holding any public
office in this state for a period of 1 year thereafters

{6) Notwithstanding the provisions of this sectiony
the department may permit the commissioner of internat
revenude of the United States or the proper officer cf any
state imposing a tax upon the incomes of individuals or the
duthorized representative of either such officer to inspect
the return of income of any individual or w=may furnish to
such officer or his authorized representative an abstract of
the return of income of any individual or supply him with
information concerning any itemn of income contained in  any
return or disclosed by the report of any investigotion of
the income or return of income of any individuals but such
permission shall be 3Jranted or such information furnished to

such officer or his representative cnly if the statutes of
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the United States or of such other states as the case may
b2y grant substantially similar privileges to the proper
officer of this state charged with the administration of
this chapters

£33 --Furthery——notwithastanding-any-of-the-provisions—of
this-sectiony-the-department-shati—furnish-to-—the-—diviston
af---motor---vehieles——of-—the-—department——-of——justice——at}
tnformation-necessary-to—identify—those——persons—-quatifying
for--the--additiono}—-exempetion--for-—biindness-~pursuent—tn
15-38-112 ¢4 yv—For-the-purpose-of-enabling-seid--diviston-—to
edmintster—the-provisions—of-631-5-165«"

Section 12. Section 15-30-323s MCAsy is amended to
read:

*15-30~323. Penalty for deficiencys. (1) If the payment
required by 15-38-1t42+6}% [section &] is not made within 30
days or if the understatement is due to negligence on th=2
part of the taxpayer but without frauds ther2 shall be added
to the omount of the deficiency 5% thereof; providec,
nowevers  that no deficiency penalty shall Le less thon (7.
Interest will be computed at the rate of 9% per annum  or
traction thereof on the additional assessmente Except as
otherwise expressty provided in  this subsections the
interest shall in all cases be computed from the date the
return and tax were originally due as Jdistinauished frowm the

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

-156-
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payments

(2y If the time for filing a return is extendedy the
taxpayer shall pay in addition intercst thereon at the rate
of 9% per annum from the time when the return was originally
required to be filed to the time of paymente.™

section 13e Section 15-31-202, MCAy is5s amended to
read:

®]15-31-202Z. Election by small business corporatione
(1) Except as provided in subsection (6)s any small business
corporation may elects in accordance with the provisions of
this sections not to be subject to the taxes imposed by this
choptere Such election shall be valid only if consented %o
by 211 persons who are shareholders in such corporatione The
eloction is affective:

fa) 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 mades if the
election is made after such first day.

{2} If 2 smal) husiness corparation makaes an  eleoction
under subsection {l)s then:

{a) with respect +o the taxable years of the
corporation for which such election is in effecte such
corporation shall not be subject to the taxes impnsed by

this chapter ands with respect to such taxeble yeoars and ald
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succeeding taxable yearss the provisions of this part shalid
apply to such corporation; and

fb) with respect to the taxable years of a shareholder
of such corporation in which or with which thz taxable years
of the corporation for which such election Is in affect end,
the provisions of this part shall apply to such shareholders
and with respect to such taxable years and all succeeding
taxable yearss the provisions of this part shall apply to
such shareholder..

(3} An election under subsection {1} may be made by a
sma¥l business corporation for any taxable year at any time
during the first month of such taxable year or at any time
during the month preceding such first monthe Such election
shalil be mude in such manner as the department of revenue
shall prescribe dy regulationse

{4) An election under subsection ) shall be
aeffective for the taxable year of the corporation for which
it is made and for a1l succeeding taxable years of the
corporation wunless it is terminateds with respect to any
such taxablce yeere under subsection (S)e

{5) (a) (i} An election under subsection (1} made by a
small business corporation shall terminate if any person who
was not a4 shareholder in such corporation at the time of the
initial 2lection under subsection (1) subsequently becomes a

shar=holder in such corporation and affirmatively refuses

-18- 5&* g;{ q?



10

11

i2

13

14

15

16

17

i8

19

20

21

22

23

24

25

Lt 415,01

(in such mamer as the department shall by rules prescribe)
to consent tc such election on or before the 4A0th  dsy  on
which he acquires the stocke

{ii} If the person acquiring the stock is the estoate of
a decedents the period under subsection (5){al{i} for
affirmatively refusing to consent to th- election shall
expire on the 60th day after whichever of the following is
the earlier:

(A} the doy on which the exncutor or administratnar  of
the estate qualifies; or

(B) the last day of the taxable year of the
corporations in which the decedent died.

{iii) Any termination of an election under subsection
{S)1(3){(t) by reason of the affirmative refusal of any persan
toe consent to such election shall be effective for the
taxable year of the corporation in which such person becomas
a shareholder in the corporation and for al'l succeeding
taxable years of the corporation.

{b) An election under subsection (1) made by a small
business corporation may be revoked by it for any taxable
year after the first taxable year for which the election is
effectives An election may be revoked only if a1l paersons
who are shareholders in the corparation on the day on which
the revocation is wade consent to the revocatione A

revocation under this paragraph shall be effective:

—-19-
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(i) for the taxable year in which mades if made before
the close of the first month of such taxable year;

{ii} for the taxable year following the taxable year in
which mades if made after the close of such first monthe and
for all succeeding taxable years of the corporation. Such
revocation shall be made in such maonner as the department
shall prescribe by regulationss

{c}) An election wunder subsection (1} made by a small
Lusinaess corporation shall terminate if the corporation
ceases to meet the definition of o small business
corporation at any time after election is effective under
subsection (1l)e

td} Such termination shall be effective feor the
taxable year of the corporation in which the corporation
ceases to be & small business corporation and for 311
succeeding taxable years of the corporaticne

(6) I1f o small business corporation has nade an
election under subsection {l1) and if such election has bee
terminsted or revoked under subsoction (5}s such corporation
{and any successor corporation) shatl not be eligible to
make an election under subsection (1) for any taxable year
prior to its fifth taxable year which begins after the first
taxable year for which such termination or revocation is
effective unltess the department consents to such election.

{7} This election shall not be affective unless the
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corporate net income or loss of such electing corporation
shall have been included in the stockholders® faderal
ad justed gross taxable income as such is defined in
5-36-33F [section 2]

{8) €£very electing corporation shall be required to
pay the ainimus fee of 310 required by [84-1501}."

Section 14. Section 53-2-40D4e MCAs is amended to read:

*53-2-404. Investigation of relatives' state income
tax returns prima facie eviderce of income -- penalty for
disclosing contents of returne. (1) The department of social
and rehabilitation services shall be required and it shall
be its dutys when necessary to determine the financial
circumstances of those relatives herein nameds to secure
from the department of revenue a report of the amount of
income set forth on the return vrequired by #5~38-3%42
[sectign S]e The department of revenue is authorized and it
shall be its duty to divulge or make known to the departwent
of social and rehabilitation services the amount of incoae
or any particulars set forth or disclosed in any report or
return required under the state income tax act and submitted
by the relatives herein namedes

{2} A separate income tax return shall constitute
prima facie evidence of taxable incomes amount of taxe and
number of dependents of the individual making it a joint

income tax return of husband and wife shall censtitute prima
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facie evidence of taxable incomes amount of taxe and number
of duependents of either spouse for the purposes of this
parte

£3) 1t shall be unlawful for the department of social
and rehabilitation services or any deputys assistants agents
clerks or other officer or employee to divulge or make known
in any manner any information secured from the department of
revenue in the administration of this part except for
purposes directly connected with the administration of this
parte Violation of the provisions of this section shall be
punished by a fine not aexceeding $1,000 or by iaprisonment
in the county jail not exceeding 1 years or boths at the
discretion of the courts and if the offender be an officer
or employee of the states 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 67-11-303s MCAy is amended to
read:

"67-11~303« Bonds and obligations. (1) An authority
nay oporrow money for any of its corporaste purposes and issue
its bonds therefors including refunding bondsy in such form
and upon such terms as it may determines payable out of any
revenues of the authoritys including revenues derived from:

tay an airport or air navigation facility or

facilities;
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{b) taxes ltevied pursuant to 67-11-301 or other law
for asirport purposes;

{c) yrants or contributions from the federal
governsent; or

{(d) other sourcess

{2) The bonds may be issued by resolution of the
authoritys without an election and without any limitation of
amounts except that no such bonds may be issued at any time
if the total amount of principal! and interest to become due
in any year on such bonds and on any then outstanding bonds
for which revenues from the same source or soufces are
pledged exceeds the amount of such revenues to be received
in that year as estimated in the resolution authorizing the
issuance of the bondse The authoflty shall take all action
necessary and possible to iwposey maintaine and collect
ratesy chargese rentalsy and taxesy if any are pledged,
sufficient to make the revenues from the pledged source in
such year at least equal to the amount of such principal and
interest due in that year.

{3) The bonds may be sold at public or private sale
and may bear interest at a rate not exceeding 10X a vyeare
Except as otherwise provided hereins any bonds issued
pursuant to this chapter by an authority may b2 payable as
to principal and interest solely from revenues of the

asuthority and shall state on their face the applicable
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timitations or restrictions regarding the source from which
such principal and interest are payablees

{4) @Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared to
be issued for an assential public and governmental purpos.
by a political subdivision within the meaning of
¥5-36-1tr¢t23te¥y fsubsection (2){g) of sectiop 2].

(5} For the security of any such bondss the authority
or municipality may by resolution make and enter into any
covenante agreements or indenture and may exercise any
additional powers authorized to be exercised by a
municipality under Title Te chapter 7. parts 4% and 45. The
sums required from time to time to pay principal and
interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this chiptery
prior to the payment of current costs of operation and
maintenance of the facilitieses

{6} Sudbject to the conditions stated in this
subsection (6}s the governing body of any municipality
having a population in excess of 104000y with respect to
bonds issucd pursuant to this chapter ity the municipality or
by an authority in which the municipality is includedy may
by resolution covenant that in the event that at any time
all revenuess including taxess appropriated and collected

for such bonds are insufficient to pay principal cor interest
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then duey it will levy a general tax upen all of the taxable
property in the municipality for the payment of such
deficiency; and mey further covenant that at any time a
deficiency is likely to occur within 1 year for the nayment
of principal and interest due on such bondse it will levy a
gJaneral tax upon atl the taxable property in the
aunicipality for the payment of such deficiencys and such
taxes are not subject tc any limitation of rate or amount
applicable to other municipai taxes but shal¥ be limited to
a rate estimated to be sufficient to produce the amount of
the deficiencye In the event wmore than one wmunicipality
having a population in excess of 104000 is included in an
authority issuing bonds pursuant to this chapters the
wunicipalities may apportion the obligation to levy taxes
for the payment ofy or in anticipation ofsy @ deficiency in
tive revenues appropriated for such bonds in such manner as
the municipalities may determines The resolution shall state
the principal amount and purpose of the bonds and the
substance of the covenant respecting deficienciess %o such
rasolution becomes effective wuntil the question of its
approval has been submitted to the qualified electors of the
municipality at a special election called for that purpose
by the governing body of the municipality and a majority of
the electors voting on the guestion have voted in favor

therenfs The notice and conduct of the election shall be
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governeds to the extent applicables by 7T-T-4227 through
T-T~4232 for an election called by cities and townsy and
T-71-2229 through 7-7-2234 for an elaction called bty
counties. If a majority of the elactors voting thereon vote
against approval of the resolutions the municipality has no
authority to make the covenant or to levy a tax for the
payment of deficiencies pursuant to this sections but such
municipality or authority may nevertheless issue bonds under
this chapter payable solely from the sources referred to in
subsection {1} above."™

Section l6e Limitation of acte Nothing in this act
shall be construed to affect any tax liabilitys or actions
or causes of actions incident to these actionsey that arose
or might have arisen under Title 15+ chapter 30¢ as it
axisted prior to January ls 1979

Section 17« Repealere Sections 15-30-103 through
15-30-1054 15-30-111 through 15-30-1164 15-30-121 through
15-30-124+ 15-30-131, 15-30-132s 15-30-134s 15-30-135,
15-30-142¢ and 15-30-143s MCA, are repealed.

Section 18« Effective dotes This act is effgctive on
passage and approval and applies to taxable years beginning
after Deceaber 31+ 1978.

-End-
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STATE OF MONTANA
REQUEST NO. . 137-79
FISCAL NOTE

Form BD-15

In compliance with a written request received . Januwary 26 .19 79, there is hereby submitted a 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 Qffice of Budget and Program Planning, to members

of the Legislature upon request.

DESCRIPTION

This proposed bill repeals the existing individual income tax and imposiug 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 considerable amount of analysis, to render an accurate
statement of the impact on revenue which passage of this proposal would have. The
difficulty lies In two areas: first, the Federal fiscal year runs from October 1 to
September 30 and, thus, does not coincide with the state's fiscal year. The Federal
government makes cstimates for income tax collections during its fiscal year but no
information is readily avatlable which would allow one to translate these estimates into
ones which coincide with the state's flscal year. Second, the Federal government does
not estimate the tax paid from an individual state but 1s content to predict the
aggregate amount collected. Thus, there is no way to derive state liability when given
Federal estimates. If the proposal 1s 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.

Actual (Estimated)

Federal Income Tax Calendar Year
Calendar Attributable to 27.5% of Collections Under
__Year ___Montana Federal Tax Present Law
1976 409,562,000 112,629,550 107,831,000
1977 459, 166,000F 126,270,650P 123,143,000

P = preliminary

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 /) -y [ £ 3\t for
(estimated))

BUDGET DIRECTOR
Office of Budget and Program Planning

(Continued on page 2) Date: d4;rL7£




STATE OF MONTANA
RequesT no. . L37-79

FISCAL NOTE

Forme BD-1S

In compliance with a written request received .. January 26 19 79 _ , there is hereby submitted a Fiscal Note
for ._Senate Bill 249 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background informétion used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature upon request.

Page 2

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 sectinn 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: 1Is the individual's Federal Income Tax liability (section 3) to be his
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 (15-30-111(g)) are included in Federal
adjusted taxable income under this proposal.

PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR

Office of Budget and Program Planning
Date:




