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» \SCV““N 1 which the taxable year of the taxpayer beginss has no gross
INTRODUCED BYV/AnD "’ W €, ( 2 income and is not the dependent of another taxpayers
»\:iizzzéf 4// <;:ﬂ’”€“r 2 7 3 {3) (a) An additional exemption of %866 $1:000 shall
% W Qv 1) Chod e 5@% 0’
ILL FOR AN ACT EN LEDf waN aAcT To GENERAL;!/* EDUCE 4 be allowed for taxable years beginning after December 314
;;2 i;; PERSONAL INCOME TAX LIABILITY AND TO ADJUST THE AhBUNT 3] S 1978y for the taxpayer if he has attained the age of 65
‘{ﬁ,,y/, 6 EXEMPTION OEDUCTION BECAUSE OF A STATE BUDGET EXCESS; » 6 before the close of his taxable year.
V 7 AMERNDING SECTIONS 3y 4y AND 5 OF INITIATIVE NO. 86 AND 554;/ 7 (b} An additional exemption of $868 £1.000 shall be
// 8 SECTION 9¢ CHAPTER 698y LAYS OF 197%." 2 8 allowed for taxable years beginning after December 31, 1978s
9 . 9 for the spouse of the taxpayer if a separate return is made
1c BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HMONTANA: 5§ﬁ4j7, 10 by the taxpayer and if the spouse has attained the age of 65
11 Section l« Section 3 of Initiative Noe B6 is amended 11 before the close of such taxable year and, for the calendar
12 to read: iz year in which the taxable year of the taxpayer beginse has
13 "Section 3. Section 15-30-112y MHCAs is amended to i3 no qaross income and is not the dependent of another
14 read: 14 taxpayers
15 "15-30-112. Exemptionse (1) Except as provided in 15 {4) (a) An additional exemption of $868 $£1.00C shall
16 subsectiong (T} and [(8ls in the case of an individualy the 16 be allowed for taxable years beginning after December 31,
17 exzmptions provided by subsections {2) through (6} shall be 17 19764 for the taxpayer if he is blind at the close of his
18 allowed as deductions in computing taxable incomes 138 taxable yeare
19 (2) {a) An exemption of $868 51000 shall be allowed 19 {b) An additional exemption of %806 $1.000 shall be
20 for taxable years beginning after December 31y 19784 for the 20 allowed for taxable years beginning after December 31y 1978
21 taxpayere 21 for the spouse of the taxpayer if a separate return is made
22 {b} an additional exemption of 4888 $1:000 shall be 22 by the taxpayer and if the spouse is blind ands for the
23 alliowed for taxable years beginning after December 31s 1978s 23 calendar year in which the taxable year of the taxpayer
24 for the spouse of the taxpayer if a separate return is made 24 beginses has no gross income and is not the dependent of
25 by the taxpayer and if the spouses for the calendar year in 2% another taxpayere For the purposes of this subsection
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(4){b)sy the determination of whether the spouse #s blind
shall be made as of the close of the taxable vyear of the
taxpayers except that if the spouse dies during such taxable
years such deteraination shall be made as of the time of
such deathe

{c)} For purposes of this subsection {4)+ an individual
is blind only if his central visual acuity does not exceed
20/200 in the obetter eye with correcting lenses or if his
visual acuity is greater than 20/200 but is accompanied by 2
Timitation in the fields of vision such that the widest
diameter of the visual field subtends an anqle no greater
than 20 degreese

{5) (a) An exemption of %866 $1:000 shall be allowed
for taxablie years beginning after December 31y 1978y for
each dependents:

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer begqgins is less than %866
3120003 or

(i) who is a child of the taxpayer and who:

(A) bhas not attained the age of 19 years at the <close
of the calendar year in which the taxable year of the
taxpayer begins; or

{8) is a studente

{b) No exemption shall be allowed under this

subsection for any dependent who has wmade a Joint return
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with his spouse for the taxable year beginning in the
calendar vyear in which the taxable year of the taxpayer
beginss

{c) For purposes of subsection (5)(a}(ii)s the term
"child"™ means an individual who is @ sons stepsons daughters
or stepdaughter of the taxpayer.

{d) For purposes of subsection (5)(a){ii){3)s the term
"student™ means an individual whoy during each of § calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

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

{ii} is pursuing a full-time course of institutional
on—-farm training wunder the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a statee For purposes of this
subsection (5)(d)(ii})s the term "educational institution®
means only an educational institution which normally
maintains a regutar faculty and curriculum and normally has
a regularly organized body of students in attendance at the
place where its educational activities are carried one.

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

federal adjusted gross income.
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{7} For taxable years beginning after December 31,
1978y and befeore Jdanuary ly 1981, the amount allowed as &
deduction in subsactions {2) through (46} shall be adjusted
2s provided under section 9e¢ Chapter 698y Laws of 1979

L83 . For_ _faxable years _bzgiponing after December 3ls
1380e the departments by November 1 _of each yeare shall
multiply __all _the exempti 3s__provided in _this _sectiop
unadjusted by subsectiop (1) py  the inflatioo . factor for
that _taxable yedr and. round.the Droduct ¢ the pedrest $10.
Ihe rzsulting adjusted ex=nptions are effective _for _ihat
faxable year and. shall _be wsed in calqulating the tax

izposed in 15-3C-]103.""
Section 2« Section 4 of Initiative No. 86 is amended
to read:

MSection 4« Section 15-30-122+ MCAy is amended to
readads

*15-30-122. Standard deduction. (1} In the case of =2
resident Individuals a standard deduction equal to 5% Z20%
of adjusted gross income shall be allowed if elected by the
taxpayer on his returne The standard deduction she2ll be in
lieu of al: ceductions allowsed under 15-30-171e. The maximum
standard de uction shail be $1y966 $1250Cs as adjusted under
the _nrovicions  of  subsection [(2)r except in the case of 3
single joint return of husband and wife ths maxinum standard

deduction shall be $Py008 $350300, a5 __adjusted _under _the
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provisions _—of subsection (2)e The standard deducticon shatl
ot te allowed to either the husband or the wife if the tax
of one of the spousss is determined without regard to the
standard deductione For purposes of this secticons the
determination of whether an individual is married shall be
made as of the last day of +the taxable vyear; providec,
howevery if one cof the spousss dies during the taxable yeiry
the determination shail be made as of the date of death.

L12)_ By _doxember 1 of each years ihe deparimeni sii2ll
multiply the moximup siandard deduction for _single _rpeiurps
apd._joint _returns. by the inflation factor Ffor fhat taxable
¥ear and round the proeduct to the pearest $10. The resulting
adjusted deductions are effective for that taxable year apd
sball be used in calculationg the tax imposed in 15=30-103,%%

Section 3. Section 5 of Initiative Noe 86 is arended
to read:

"Section 5e Section 15-30-142y MCAy is amended tc
read:

"15-30-142. Returns and payment of tax -- penalty and
interest —— refuncs -- creditse {1) tvery singl2 individunl
and every married individual not filing a joint return with
his or her spouse and having a gross inceme for the taxable
year of more than $948 £12250s 25 _cdjusted under ibe
provisions of subsection (T}s ani married individuals not

filing separate returns and having a combined gross income

T HB A0
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for the taxable year of more than $tv886 32:5500s as _adjusted
under the provisions of subsectiopn {(7la shall be liable for
a return to be filed on such forms and according to such
rules as the department may prescribes The gross income
amounts referred to in the preceding sentence shell be
increased by $860 $1:000. as adjusted uader _the provisiocos
af _15-30-1124{T) .and _{B)ls for each additicnal perscnal
exemption allowance the taxpayer is entitled to claim for
himself and his spouse under 15-30-112{3) and (4)e A
nonresident shall be required to file & return if his gross
income for the taxable vyear derived from sources within
Montana exceeds the amount of the exemption deduction he is
entitled to claim for himself and his spouse under the
provisions of 15-30-112{2)s (3)e and ({%)s as prorated
according to 15-30-112(6&)e

{2) In accordance with instructions set forth by the
departments every taxpayer who is married and living with
husband or wife and is requiraed to file a return mays at his
or her optiony file a joint return with husband or wife even
éhough one of the spouses has neither gross income nor
deductionses If a joint return is mades the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and severale If a
joint return has been filed for a taxable years the spouses

may not file separate returns after the time for filing the
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return of either has expired unless the dapartment so
consentss

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

{4) All taxpayersy including but not liaited to those
subject to the provisions of 15-30-202 and 15~30-241ly shall
compute the amount of income tax payable and shalls a3t the
time of filing the return required by this chapters pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/ar any payment made by reason of an estimated tax return
provided for in 15-30-241; providedy howevery the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chaptere If the
amount of tax withheld and/or payment of estimated tax
exceeds by wmore than 31 the amount of income tax as
computedy the taxpayer shall be entitled to a refund of the
excesss

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

{6) If the amount of tax as verified is greater than
the amount theretofore paide the excess shall be paid by the

taxpayer to the department within 30 days after notice of
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the amount of the tex as computedey with interest added at
the rate of 9% rer ennur cr fraction therecf con tre
aoditional taxe In such case there shall be no penalty
because of such understatements proviced the deficiency is
neid within 30 days #fter the first notice cf the amcunt is
mailed to the taxpayere

1) _3y__Nowemper _1_of -ach years tbe deparizepi_shzll
zultiply the gipimun srouot -f _gross iocome  necessitating
the _filing _of _a__return by fbe inflarico.facter for the
texable year, These. adjusted amcupnts are effective for that
taxable _years _and. _persops.  having gross iocomes less_thap
thes2 adiusted amounts are poi required to file a  returpa.™"

Section 4. Secticnn 94 Chapter £98y Laws of 1979 is
amended to read:

"Saction 9« Decducticns feor exemstions in 1979 and
1:2Ce 4%+ The exemption amounts allowed in 17-20-112 are
incruased for taxable years beginning atter Leccaber 31y
1978y and before January 1y 19ECy Lty $50 far-esehr-$2+5
ntitien—by-which-the-generat-fund—hatancey—es—-certifica--by
the-—direetor——of-—the--department——of-sdministretion-te-the
director-of-the—deprrtment-ef-revenuey-exceeds——$34--mitt+on
es-—cf--dene-—36vy-19F9 zpd for taxabla yesrs beginping cfter
December 3. _1979s:_2nd before Japuary le 1551 Ly 3250

{t2y--Fhe-exerption-amounts——ellewes——+A--15-30-312--ere

tnereased-—for--taxeblte——-years--vevinnine-~frer-Pecersar-3ty
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19¥9vy-and-before—danvery-iv——198ty-——by--$58--for--sach-~$2+5
mittien——by--which-the-generat-fund-batencey—ns—certified-by
the-director-of-the-—department——of——administretion——to-——the
director——of-—the-department—of-revenuey-exeeceds-$i3-mitticn
as-of-June—30y-1988«"

-End-~-
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STATE OF MONTANA
REQUEST NO.._136-8]
FISCAL NOTE

Form BD-15

in compliance with a written request received .January 19 .., 18 _81 _, there is hereby submitted a Fiscal Note
for HOUSE BILL 250 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 { egistature upon request,

DESCRIPTION

An act to generally reduce personal income ﬁax liability and to adjust the amount of
exemption deduction because of a state budget excess.

ASSUMPTONS
1. The Department of Revenue forecast of individual income tax receipts for the 82-83
biennium is the basis for comparison.

2. The base personal exemption allowance is $800.

FISCAL IMPACT

FY 82 FY 83
Individual Income Tax Collections &
Under current law $161.556 M $167.993 M
Under proposed law 148.574 M 153.548 M
Estimated Decrease ($ 12.982 M) : ($ 14.445 M)
FUND INFORMATION '
General Fund
Under current law 5103.396 M $107.516 M
Under proposed law 95.087 M 98.271 M
Estimated Decrease ($ 8.308 M) : ($ 9.245 M)
Earmarked Revenue Fund
Under current law $ 40,389 M $ 41.998 M
Under proposed law 37.144 M " 38.387 M
Estimated Decrease ($ 3.246 M) (s 3.611 M)
Sinking Fund *
Under current law $ 17.771 M $ 18.479 M
Under proposed law R 16.343 M 16.890 M
Estimated Decrease (3 1.428 M) ($ 1.589 M)

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

EFFECT ON LOCAL GOVERNMENT

Revenues to the indicated earmarked revenue account are used to support the School Foundation

Program. Therefore, any decrease in revenue to that program may necessitate addition
support from other sources. . =

BUDGET DIRECTOR

Office of Budéé_t_ and P;ogram Planning
PREPARED BY THE DEPARTMENT OF REVENUE Date: |- 2.3~ ¥/
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Approved by Committee
on Taxation

HGUSE BILL NO. 250
INTRODUCED BY NORDTVEDTs MARKSy FAGGe SPILKER, KITSELMANs
SALESs CURTISSs BURNETT, KEYSERs HANNAH, SIVERTSENs FEDAy
ASAYs LUNDe TURNAGEs STEPHENSy Eo SMITH, GOODOVER,
WINSLOWs CO2ZENSs ANDREASONs JENSENy SEIFERT,
SWITZERs MATSKOs PHILLIPSe SCHULTZs BRIGGS,
WALLINe ERNSTe MOOREs O*HARAe HURWITZ s KROPP,.
FARREGAy GOULDs UNDERDALe HARPs DONALDSOMy DEVLIN,
HANSONs MCYERs RYANs BERTELSENs WINGER

IVERSONy ELLIOTTe Ca SMITH

A BILL FOR AN ACY ENTITLED: "AN ACT TO GENERALLY REDUCE
PERSOMNAL INCOME TAX LIABILITY AND TO ADJUST THE AMOUNT gF
cXEMPTION DEDUCTION BECAUSE OF A STATE BJDGET EXCESS:
AMENDING SECTIONS 1s 35 49 AND 5 OF INITIATIVE NO. B6 AND

SELTION Ss (HAPTER 698y LAWS OF 1979; AND PROVIOING AN

IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE DF MONTANA:

SECTION 1. _SECTION__1_ OF INITIATIVE NO. 86 _IS_AMENDED

I0_READ:

"Section k. Section 15-30-101,y MCA, is amended to
read:

"15-30-10l. Definitionsa for the purpose of this

chapters unless otherwise required by the contexts the
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following definitions apply:

{1} "Base year structure” means_the follouihg elements

of the income tax structure:

fa) the tax brackets _established im 15-30-103s BUT

UNADJUSTED BY SUBSECTION {2}y in_effect on damuary--iy--1986

JUNE_ 30 UF THE TAXABLE YEAR;

{b) the exemptions contained in__15-30-112, BuT

UNADJUSTED BY SUBSECYIONS (7) _AND (B}ey in_effect on dJanuary

+¥-1986 JUNE 30 OF THE_ TAXABLE YEAR;

{c} _the maximum standard___deduction__provided__in

15-30-122, BUT UNADJUSTED BY SUBSECTION {2}s in__effect_ _on

danuary-ty—1988 JUNE 30 OF THE TAXABLE YEAR.

{2) _"Lonsumer price _index™_ _means_the consumer price

indexs United_5tates city averages_for all itemss using__the

1967_ _base _of 100 _as__published by the bureau of labor

statistics of the_ UsSe. department of labor.

£E¥(3) "Oepartment™ means the department of revenues

t24{4) “Dividend® means any distribution made by 2
corporation out of its earnings or profits to its
shareholders or memberse whether in cash or in cother
property or in stock of the corporations other than stock
dividends as herein defined.s ™Stock dividends®™ means new
stock issueds for surplus or profits capitalizeds to
shareholders in proportion to their previous holdingse

£3¥(5]1 "Fiduciary" means a guardiany trusteey

-2- HB 250
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executory administrators receivers coOASErvators or any
persony whether individual or corporates acting in any
fiduciary capacity for any persons trusty or estates

t43{6) "Foreign country" or "foreign government"™ means
any jurisdiction other than the one embraced within the
United Statess its territories and possessionse.

5¥{7}y "Gross income™ means the taxpeyer®s gross
tncome for federal income tax purposes as defined i1n section
61 of the Internal Revenue Code of 1954 or as that section
may be Tabe led or amended, excluding unemployment
compensation included in federal gross income under the
provisions of section 85 of the Internal Revenue Code of
1954 as amended.

{8} "Inflation_ factor®” means a_number_ determined__for

each_ _taxable year by dividing the consumer price index_for

June of the taxoble_year by the _consumer  price _index _for

dunes 1380,

$6%{9) "Infoermation agents" includes all individuals.
corporationse associationsy and partnershipss 10 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 disposale or payment of interests renty

salariesy Wwagess premiumsse annuitiess compensationssy

~3- HB 250
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remunerationss emolumentss or other fixed or determinable
annual or periodicel gainse profitse and income with respect
to which any person or fiduciary i$ taxable under this
chaptera

tF1{19]) "Knowingly" is as defined in 45-2-101.

f8+{11l) "Net income" means the adjusted gross income of
a taxpayer less the deductions allowed by this chapter.

£23(12) "Paid"s for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms "paid or incurred" and ™paid or
accrued® shall be construed according to the method of
accounting upon the basis of which the taxable income is
computed under this chapter.

£2684(13) “Purposely” is as defined in 45-2-101.

tit3+{14%4) "Received”» for the purpose of computation of
taxable income under this chapters means received or accrued
and the term "received or accruea™ shall be construed
according to the method of accounting upcon the basis of
whicihh the taxable income is computed under this chapter.

+123(15} "Resident™ applies only to natural persons and
includess for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domiciled in the state of
Montana and any other person who maintains 2 permanent pilace

of abode within the state even though temporarily absent

-l HB 250
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from the state and has not established a residence
el sewheres

+13441¢6) “"Taxable income” means the adjustea gross
income of a taxpayar less the deductions and exemptions
provided for in this chaptera

tia¥[i7] "Toaxable year"™ means the taxpayer's taxable
year for federal income tax purposesa

€153{18) "Taxpayer" includes any person or fiduciary,
resident or nonresidents subject to a3 tax imposed hy this
chapter and does not include corporations.”™

Section 2. Section 3 of Initiative No. 86 is amended
to read:

"Section 3. Section 15-30-112+ M(Ay is amended to
read:

"15-30-112« Exemptionse (1) Except as provided in
subsections (7)) and_{8)s in the case of an individuals the
exemptions provided Dy subsections (2} throuzh (é6) shall be
allowed as deductions in computing taxable income.

{2) (a) an exemption of $868 £1,000 shall be allowed
for taxable years beginning after December 31y 1978+ for the
taxpayers

{b) An additional exemption of $886 $1+,000 shall be
allowed for taxable years beginning after December 31, 1978,
for the spouse of the taxpayer if 3 separate return is made

oy the taxpayer and if the spouses for the calendar year in

~E- HE 250
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which the taxable year of the taxpayer beginss has no gross
income and is not the dependent of another taxpayere

(3) (a) An additional exemption of #8688 $1,000 shall
be allowed for taxable years beginning after December 31,
1978y for the taxpayer if he has attained the age of 65
before the close of his taxable year.

(b} An additional exemption of $888 $1+000 shall be
allowed for taxable years beginning after December 31, 1978,
for the spouse of the taxpayer if a separate return is made
by the taxpayer and if the spouse has attained the age of 65
before the close of such taxable year andy for the calendar
year in which the taxable year of the taxpayer beginsy bhas
no  gross income and is not the dependent of another
taxpayere.

(4} (a) An additional exemption of %889 $1,000 shall
be allowed for taxable years beginning after December 31,
1978s for the taxpayer if he is blind at the close of his
taxable year.

(b} Apn additional exemption of $888 $1+000 shall be
31lowed for taxable years beginning after Decewber 31, 1978,
for the spouse of the taxpayer if & separate return is made
by the taxpayer and if the spouse is blind ands for the
calendar year in which the taxable year of the taxpayer
beginss has no gross income and is not the dependent of

another taxpayers. For the purposes of this subsection

-6- HB 250
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{4}{b}y the determination of whether the spouse is blind
shall be made as of the close of the taxable year of the
taxpayers except that if the spouse dies during such taxable
years sSuch determination shall be made as of the time of
such deathe

{c) For purposes of this subsection (4)s an indivicual
is blind enly if his central wvisual acuity does not excee:d
267200 in the better eye with correcting lenses or if his
visual acuity is greater than 20,200 but is accompanied by a
F}mitation in the fields of wvision such that the widest
diameter of the visual field subtends an anjgle no greater
than 20 degreese.

{5) {(a) An exemption of $868 $1s000 shall be allowed
for taxable years beginning after December 3l 1978+ for
each dependent:

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $886
31,000; or

tii) who is a child of the taxpayer and who:

{A) has not attained the age of 19 years at the close
of the calendar year in which the taxable year of the
taxpayer begins; or

{8) 1s 3 student.

(b} No exemption shall be allowed under this

subsection for any dependent who has made & joint return
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~ith his spouse for the taxable year bejinning in the
calendar year in which the taxable year of the taxpayer
beginse

{c) For purposes of subsection (S)j(a}(ii)s the term
*child™ means an individual who is a sony stepsons dauyhters
or stepdaughter of the taxpayere

{d) For purposes of subsection (5){a){ii}({3)s the term
"student¥ means an individual whos during each of 5 calendar
months during the calendar year in which the taxablie year of
the taxpayer begins:

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

(ii) is pursuing a full-time course of inastituvtional
on-fFarm traininy wunder the supervision of an accredited
agent of an educational! titnstitution or of a state or
political subdivision of a state. For purposes of this
subsection {S}{d)(ii)s the term "educational institution™
neqans only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regqgularly organized body of students in attendance at the
place where its educational activities are carried one

{6) In the <case of a nonresident taxpayerys the
exemption deduction shall be prorated according to the ratio
the taxpayer's Montana adjusted gross income bears to his

federal adjusted gross income.

~8~ HB 250
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{7) For taxable years beginning after December 3l
1978s oand before January ls 198ls the amount altlowed as 2
deduction i1n subsections (2) through {(6) shall be adjusted
as provided wunder Ssection 9s Chapter 698+ Laws of 1979 AS

AMENDED_BY THIS ACTe

{3} For taxable years beginning after December 3ls

1980y _the _departmenty by November 1 of each_years shall

multiply all the exemptions provided _in__this section

unad justed by _subsection__{7) by the inflation Ffactor_for

that_tsxable_year and_round_the product to_the nearest _$10.

The__resulting _adjusted__exemptions_ _are effective for_ that

taxable_ year_and__shall_ _be_ _used in__calculating _the _tax

imposed in_15-30-103.""

Section 3. Section 4 of Initiative Noe. 86 is amended
to read:

"Section 4. Section 15-30-122, MCAs is amended to
read:

®15-30-122« Standard deductions {1) In the case of a
resident individualsy 3 standard deduction equal to 5% 20%
of adjusted gross income shall be allowed if elected by the
taxpayer on his return. The standard deduction shall be in
tieu of all deductions allowed under 15-30-121le The maximum

standard deduction shall be %$1+v088 31,500+ as_adjusted under

the provisions of subsectign {(2)+ except in the case of a

single joint return of husband and wife the maximum standard
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deduction shall be 3$2y688 $3+000y as adjusted under the

provisions of subsection {(2)e The standard deduction shall

not be allowed to either the husband or the wife if the tax
of one of the spouses is determined without regard to the
standard deductione For purposes of this sectiones the
determination vf whether an individual is married shall pe
made as of the 1last day of the taxable year; provideds
howevers if one of the spouses dies during the taxable years
the determination shall be made as of the date of death.

{2)_ oy Nowemper 1 of each_years the department _shall

multiply the maximum_standard deduction for single returns

and_joint returns by the_inflation factor for _that_ _taxable

year_and_round the product to the nedrest $10. The resulting

adjusted _deductions_are_effective for that taxable year _and

shall be used inp _calculating the tax_imposed _in_15-30-iID3.""

Section 4. Section 5 of Initiative Nce 86 is amended
to read:

®Section 5« Section 15-30-142y MCA, is amended to
read:

"15-3U-142« Returns and payment of tax -- penalty and
interest =-- refunds -~ creditse. {1l) fvery single individual
and every married individual not filing & joint return with
his o©r ner spouse and having a gross income for the taxable

year of more than $94& $14+250s__as _adjusted _under _the

provisions _of _subsection [73s and married individuals not
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filing separate returns and having a combined gross income

for the taxable year of more than $tvB88 $2y500s as_adjusted

under _the provisions of_ subsection_{[7}s shall be liable for

a return to be filed on such forms and according +to such
rules as the department may prescribe. The gross income
amounts referred to in the preceding sentence shall be

increased by $8060 31,000y as_adjusted_under the provisions

of _15-30-112{7) _and__{B)s for each additional personal

exemption allowance the taxpayer is entitled to claim for
himself and his spouse wunder 1€-30-112{(3) and (4). A
nonresident shall be required to File a return if his gross
income for the taxable year derived from sources within
Montana exceeds the amount of the exemption deduction he is
entitled to claim for himself and his spouse under the
provisions of 15-30-112(2)s (3)r and {4)s as prorated
according to 15-30-112(6).

(2} In accordance with instructions set forth hy the
departmenty every taxpayer who is married and living with
husband or wife and is required to file a return mays at his
or her options file a joint return with husbhand or wife even
though one of the spouses has neither gross income nor
deductionss If 3 joint return is mades the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a

joint return has been filed for a taxable yeary the spouses
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may not file separate returns after the time for filing the
return of either has expired unless the department so
consentsSe

{3) If any such taxpayer 1is unable to make his own
returns the return shall be made by a duly authorized agent
or by a gquardian or other person charged with the care of
the person or property of such taxpayer.

(4) All taxpayerss including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241y shall
compute the amount of income tax payable and shallsy at the
time of Filing the return required by this chapters pay to
the department any balance of income tax remaining wunpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provideds howevers the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $I  the amount of income tax as
computeds the taxpayer shall be entitled to a refund of the
excesse

{3) As soon as practicabie after the return is fileds
the department shall examine and verify the taxe

{5 If the amcunt of tax as verified is greater than

the amount theretofore paids the excess shall be paid by the

-12- HB 250
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taxpayer to the department within 30 days after notice of
the amount of the tax as computeds with interest added at
the rate of 9% per annum or fraction thereof on  the
additiconal taxe In such case there shall de no penalty
because of such understatement, provided the deficiency is
pard  within 30 Jdays after the first notice of the amount is
mailed to the taxpayere.

{7) 2y November 1 of each_years the department shall

muttipl the minimum__amount of gross _income necessitatin
murtiply g 9

the filing of s_return_ by _the_ _inflation factor _for _the

taxanle yeare Thess adjusted amounts are effective for that

taxable years_and persons_having_ gross_ _incomes less _than

these  adjusted _amounts_are_not_regquired to file a return."®

Section 5. Section 9y Lhapter 698y Laws of 1979 s
amended to reads:

"Saction 9. Deductions for exemptions in 1979 and
1980« t}34 The exemption amounts allowed in 15-30-112 are
increased for taxable years beginning after December 31,
1978y and pefore January ls 1950+ by $50 for--each--52+5
mittton--by--which-the-general-fond-bataneev-as-certrfied-by
the-director-of -the—-department--of-—admintstration——to——the
ditrector--ef-—the-department-of-reventses-exceeds-—fi4-mtIiton

as-of-dJone-38v-19%9 and_for_ taxable_ _years__beginning after

Jecember 31y 19719 _and_before _January_ls 1981s by $250.

tZ--Fthe--exemptien--ameunts--attowed-—+n-15-38-112-are

~13- H? 250
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tnereased-for-taxablte-years—--hegimming--after——Becemder--3iy
19F9y—-and--before--danvary-—-tv-—198tvy—-by-$58-For-each-$2+8
mittton-bBy-which-the-generat-fund-batancey—as--certified--by
the--directer——of--the--department--of-admintstration—to-the
director-of-the-department-of-revenver-exceeds-—$t3--mittton
as-of -dune-38y-1380+"

SECTION 6. EFFECTIVE DATE. THIS ACT IS EFFECTIVE ON

PASSAGE AND_APPROVAL.

-&nd-
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HCUSE BIEILL ND. 250
INTRODUCED BY NOROTVEDT, MARKSsy FAGGe SPILKERe KITSCLMANS
SALESs CURTISSe BURKETT. KEYSERs HANNAHs STVERTSENs FEDA,
ASAYe LJUNDe TURNAGEs STEPHENSe Ee SMITHe GOODOVERS
WINSLOWs (O2ZENSe ARDREASONs JENSENs SEIFERT,
SWITZERs MATSKCs PHILLIPSe SCHULTZs BRIGGSe
WALLINy ERNSTs MOOREs D'HARAY HURWITZ s KROPP.
FABREGAy GOULDs UNDERDALs HARP,s DONALDSONs DEVLIN
HANSOMy MEYERs RYAN, BERTELSENs VINGER

IVERSUMs ELLIOTTs Ce SMITH

A SILL FOR AN ACT ENTITLEDR: "AN ACT TO GENERALLY REDUCE
PEASOMAL INCOME Tax LIABILITY AND TO ADJUST THE AMOUNT JF
EXéHPTIQN JZDUCTION BECAUSE GF A STATE 2JDGET  EXLESS;S
AMENDING SECTIONS 1s 3s 49 AND 5 OF INITIATIVE NO. 86 AND

SECTION %e CHAPTER 698+ LAWS OF 19795 __AND PROVIDING AN

IMMEDTATE EFFECTIVE DATE."

2 IT EMNACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:G

SECTION le SECTION _1 OF IMITIATIVE NQ. 86 IS AMENDED

“"Section l. Section 15-30-1iGls MCA, is amended to
recd:
*15-30-1i0i+« ODefinitions. Fcr the purpose of this

chipters unless otherwise required by the contexts the
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following definitions applys

{1} "Base_ year structure™ aeans _the following elements

of the income_tax sStructure:

{a)__the tax__brackets _established _in_15-30-103, BUT

UNADJUSTED BY SUBSECTION (2)s_in _effect on danosey-—ivy-—-19480

JUNE 30_JF_THE TAXABLE YEAR;

(b} _ the exemptions contained in_ 15-30-112, BUY

UNADJUSTED 3Y SUBSECTIONS (7) AND (8} in _effect on dJaruary

ty-3¥980 JUNE_ 30 _0OF THE TAXABLE YEAR;

[c) _the maximum standard deduction_ _provided_ _in

15-30-122+ BUT UNADJUSTED BY SUBSECTION {2)e in__effect _on

danuary-+v-3980 JUNE 30 OF THE TAXABLE YEAR.

{2) "Consumer orice index" means_the_consumer price

indexs United States city averages for all itemsse using_ _the

1967 _base_ _of 100  as_ published by the bureau of labor

statistics of the U«.5e department of labors

+¥¥{3) “lepartment” means the department of revenue.

t2¥{4#) "ODividend" means any distribution made by a
corporation out of its earnings or profits to its
shareholders or memberss whether iIn cash or in other
property or in stock of the corporations other than stock
cdividends as herein definede "Stock dividends" means new
stock issuecs for surplus or profits capitalizeds to
shereholders in proportion to their previous holdingse

34(5)3 "riduciary"™ means a guardiany trustees

—2- HE 250
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executors adminjstratory receivers coOnservators or any
persony whether individual or corporates ascting in any
fiduciary capacity for any persons trusty or estate.

t4¥[6) "Foreign country® or “foreign government™ means
any jurisdiction other than the one embraced within the
United Statesy its territories and possessionse

+544{T) "Cross income™ means the taxpayer®s gross
income for federal income tax purposes as defined in section
61 of the Internal! Revenue {ode of 1954 or as that section
may be 1abe led or amendeds excluding unemployment
compensation included in federal gross income wunaer the
provisions of section 85 of the iInternal Revenue Code of
1954 as amended.

{8)_ _*Inflation factor™ means a_number _determined__for

each taxable year by dividing the consumer price_ index for

Jdune of the taxable_year by_the _consumer price__index _for

t6+(3) "Information agents”™ includes all individuals,
corporationsy associationsy and partnershipss 1n whatever
capacity actimgs including lessees or mortgagors of real or
personal propértys fiduciaries, employerss and 3i! officers
and employees of the state or of any municinal corporation
or political subdivision of the states having the control,
receipts <custodyes oisposals or payment of interests rents

salariesy W3gese premiumsy annuitiess compensationse
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remunerationss emolumentssy or other fixed or determinable
annual or periodical gainse profitse and income with respect
to which any person or fiduciary is taxable under this
chapters

t#¥(10] "Knowingly"™ is as defined in 45-2-101.

t84{11) "Net income" means the adjusted gross income of
3 taxpayer tess the deductions allowed by this chapter.

£33(12]) "Paid"s+ for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
tncurrzede and the terms "paid or incurred® and “éald ar
accrued” shall be construed according to the method of
accounting upon the basis of which the taxable income s
computed under this chaptere

£183¥{13) "Purposely™ 15 as defined in 45-2-101.

tit}{14) "Received"™, for the purpose of computation of
taxable income under this chaptery means received or accroed
and the tera “received or accrueus™ shall be construed
according to the wmethod of accounting upon the basis of
which the taxaple income is computed under this chaptere

1234 (15) "Resident™ applies only to natural persons and
includess for the purpose of determining 1liability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domicited in the state of
Hontana and any other person who maintains a permanent place

of abode within the state even though temporarily absent

e ' HR 250
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from the state and has not established a residence
el sewheres

+13¥{16) "Taxable income" means the adjusted gross
income of a taxpayer less the deductions and exemptions
provided fur in this chaptere.

tit43(17}) "TFaxable year™ means the taxpayer's taxable
year for federal income tax purposcs.

+153(18) "Taxpayer" includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter and dJdoes not include corporationse®™”

Section 2. Section 3 of Initiative Noe. Re is amended
to read:

"Section 3. Section 15-30-112s MCAsy iS5 amended to
reéd:

*15-30-112« Exemptionse. (L) Except as provided in
subsections (7} and_{B8}s in the case of an individuals the
exemptions provided Dy subsections {2) through (&) shall vpe
allowed as deductions in computing taxable income.

(2} {a) an exemption of $886 31,000 shall be allowed
for taxable years Degyinning after December 3is (978 for the
taxpayera

{b) 4An adaditional exemption of %886 51,004 shall be
allowed for taxable years beginning after December 3L« 1978,

for the spouse cof the taxpayer if 3 separate return is made

oy the taxpayer and if the spouses for the calendar year in
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which the taxable year of the taxpayer beginss has no gross
income and ts not the dependent of another taxpayere

(3} {a) An additional exemption of $888 $1+000 shall
be altowed for taxable years beginning after december 3l
1978y for the taxpayer if he has attained the age of 65
pefore the close of his taxable year.

(b} An additional exemption of $288 $1+000 shall be

allowed for taxable years peginning after December 31+ 1978¢
for the spouse of the taxpayer if a separate return iIs made
by the taxpayer and if the spouse has attained the age of 865
before the close of such taxable year ands for the calendar
year in which the taxable year of the taxpayer beginss has
no  yross income and (s not the dependent of another
taxpayer .

{4} (a) An additional exemption of $8§688 $1,000 shall
be allowea for taxable years beginning after December 31s
1978y for the taxpayer if he is blind at the close of his
taxable yeara

{o) An additional exemption of $888 $1,000 shall be
allowed for taxable years beginning after December 31ls 1978,
for the spouse of the taxpayer if a separate return is made
by the taxpayer and if the spouse is blind ands for the
calendar year in which the taxable year of the taxpayer
beginss has no gross income and is not the dependent of

anothner taxpayere. For the purposes of this subsection

—6H- HG 250
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{(4)(b)» the determination of whether the spouse is blind
shall be made as of the close of the taxable vyear of the
taxpayers except that if the spouse dies during such taxable
yedre such determination shall be made as of the time of
such death.

(c) For gurposes of this suhsection (4)s an individual
is blind only 1 f his central visual acuity does not exceed
20/200 in the better eye with correcting lenses or if his
visual acuity is greater than 20/200 Sut is accompanied by a
limitation in the fields of wvision such that the widest
diameter of the visual field subtends an anyle no greater
than 20 degreess

(5) (a) An exemption of %8808 $1,000 shall be allowed
for taxable years beginning after December 3ls 1378+ for
each dependent:

{1) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $8690
$1+000; or

{ii) who is a child of the taxpayer and who:

{A) has not attained the age of 1% years at the close
of the calendar year in which the taxable vear of the
taxpayer begins; or

{B} is a studente

{b} No exemption shall be allowed under this

subsection Ffor any dependent who has made a joint return
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with his spouse Ffor the taxable year bejinning in the
calendar year in which the taxable year of the taxpayer
Deginse

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

{(d) For purpuses of subsection {5)(a}(ii}{3)+ the term
"student™ means an individual whos during each of 5 calendar
montns during the calendar year in which the taxable year of
the taxpayer begins: ’

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

(ii}) is pursuing a full-time course of tinstitutional

on-farm traininy under the supervision of an accredited

agent of an  educztional institution or of a state or
political subdivision of a state. For purposes of this
sulsection (3)(d){ii)s the term *ecucational instjtut ion®
means only an educational institution which normally

maintains & reguiar Faculty and curricutum and normatly has
a rzgularly organized body of students in attendance at the
place where its educational activities are carried oOne.

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

federal adjusted gross income.

-8- HB 250
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{7} Ffor taxable years beginning after December 31y
19TBs and before January le 198ls the amount allowed as a
Jeduction 1n subsections {(2) through (6) shall be adjusted
as  provided under section 9y Chapter 698y Laws of 1979 AS

AMENMGED 8Y THIS ALT.

(8) For taxable years_ beqinning_ after December 3l.

1930y _the _departments by MNovemper_ 1 of each_years shall

multioly all the _exemptions_ _provided _in_ this section

unad justed by subsection {7} by the inflation factor for

that_taxable year_and_round_the _product to_the nearest _$10.

The_ _resulting _adjusted__exemptions _are effective for that

taxable _year _and__shall__be_ _used _in__calculating _the _tax

tmposed _in_15-30-133.""

Section 3. Section 4 of Initiative Noe. 86 is amended
to read:

"Section “. Section 15-30-122, ™LAy is amended to
read:

®15-30-12Z. Standard deductions {1} In the cass of a
resident individuals a8 standard deduction equal to 5% 20%
of adjusted gross income shall be allowed if elected by the
taxpayar 9n his returne. The standard deduction shaill »ne in
lizau of all dueductions allowed wnder 15-30-121. The maximum

stangard deduction shall! be $1y006 $1,500, as sdjusted _under

the provisions of subsection_{2)+ except in thz case of a

single joint return of husband and wife the maximum standard
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deduction shall De $2+988 33,000y as adjusted under the

provisions of subsection {(2])s The standard deduction shal}l

not be allowed to either the husband or the wife if the tax
of one of the spouses is determined without regard to the
standard deductions For purposes of this sections the
determination of whether an individual! is married shall be
made as of the 1last day of the taxable year; provideds
nowevers if one of the spouses dies during the taxable years
the determination shall be made as of the date of deathes

{2} oy Novemper 1 _of each_years the department shall

multiply the maximum standard _deduction for single returns

and joint rcturns by the inflation factor for that taxable

yeor _and _round the product to_the nearest $10. The resulting

adjusted deductions_are _effective for that taxable year and

shaltl be used in _calculating the tax_imposed_in_15-30-133.""

Section 4. Section S of Initiative Noe 8¢ s amended
to reac:

"Section 5. Section 15-30-142y M{Ay is amended to
read:

“lc-3y-l14l. Returns and payment of tax -- penaltty and
interest =~-- rofunds -- creditse [1) Every single individual
and every married individgual not filing a joint return with
his <r her spouse and having a gross income for the taxable

year of more than $948 $14250s_ _as _adjusted__under__the

provisions_ of _subsection _{7)s and married individuals not

~-10- . H& 250
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filing separate returns and having a8 combined gross income

for the taxable year of more than $1+880 £2450)s as_adjusted

under the provisions of subsection {(7)s shall be liable for

a return to be filed on such forms and accoraing to such
rules as the department may prescribe. The gross income
amounts referred to in the preceding sentence shall be

increased by 58680 11,000+ as_adjusted under the provisions

of 15-30-112{7) and__(B)y for each additional! personal

exemption allowance the taxpayer is entitled to claim for
fiimself and his spouse under 15-30-112{3) and ({4}. *&
nonresident shall be required to file a retura if his gross
income for the taxable year derived from sources within
Montana exceeds the amount of the exemption deduction he is
entitled to claim for himself and his spouse under the
provisions of 15-30-112(2)s (3)s and (4)+ as prorated
according to 15-30-112{¢&).

(2} In accordance with instructions set fForth by the
departments every taxpayer who is married and tTiving with
husband or wife and is required to file a return maysy at his
or her options file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductionse If 3 joint return is mades the tax shall be
computed on the aggregate taxable income and the tiability
with respect to the tax shall be joint and several. If a

joint return has been filed for a taxable years the Spouses
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may not-file separate returns after the time for filing the
recurn of either has expired unless the department so
consentse

(3} If oany such taxpayer is unable to make his own
returns the return shall be made by a duly autherized agent
or oy & guardian or other person charged with the care of
the person or property of such taxpayere

{4) All taxpayerss including but not limited to those
subject to tha provisions of 15-30-202 and 15-30-24%ls shall
compute the amount of income tax payable and shall, Tat  the
time of filing the return required by this chapters pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment nade by reason of an estimated tax return
provided for in 15-30-241; provideds howevers the tax so
computed is greater by $1 than the amount withheld andsor
paid by estimated return as provided in this chapters If the
amount of tax withheld and/or payment of estimated tax
exceeds by wmore than 31 the amount of income tax as
computeds the taxpayer shall be entitled to a refund of the
excesse

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

(g) 1f the amount of tax as verified is greater than

the amcunt theretofore paide the excess shall be paid Ly the

~12~ H8 250
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taxpayer to the department within 30 days after notice of
the amount of the tax as computed, with interest added at
the rate of 9% per annum or fraction therenf on the
additiunal taxs in such case there shall be no penalty
because of such understatements provided the deficiency 1is
pard within 3J Jays 3fter the first notice of the amount is
maiLled to the taxpayer.

{7)__.y November 1 _of each_yeares the _department shall

aultiply the minimum__amount of gross_income necessitating

the_filing of a_return by _the _inflation__factor_ _for_ _the

taxaple yeare. These adjusted amounts are_effective for_ that

taxable years and persons_having  gross _incomes _less  than

these _aujusted_amounts_are not_reqguired to file _a returp.""
- Section 5« Section 9¢ Lhapter 698+ Laws of 1979 s
amended to read:

“s2ction 9. QJeductions for exemptions 1n 1979 and
1940« ¥y The exemption amounts allowed in 15-30-i12 are
increased for taxable years beginning after December 3l.
1978+ anu vefore January ls 1930+ by 350 for--each--$2«5
mitlron--by--which-the-generat-funs-batoncey-as-certtfred-by
the-director-ef-che——department--of-—admrnrstration—-ta——the
director--of--the-department-of-revengey-exceeds-$5t4-mitiron

as-of-doane-38vy-49F5 ana_Ffor taxable _vears beginning after

December 31y 1979+ 3nd_before January ly 198ls by $250.

tEr--Fhe--exemptien-—amounts--attowed-—tA-15-30-112-are

-13- HE 250
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tnereased-for-taxable-years--pegimming--after—-Pecemver—-3ivy
19¥9y—-and-—before—~Jonvary——ty—-196tv——by-$58-for-ench-$2+8
mittiton-by-whieh-the-general-fund-batancev-as--certified-—by
the--director——ef--the--department--ef-admmistration—te—the
director-of-the-department-of-revenuer-exceeds——$3--mtitton
as-ef-June-30y-1988+"

SECTION 6. _EFFECTIVE_ _DATE. __THIS ACY IS _EFFECTIVE ON

PASSAGE_AND_APPROVAL .

-End-

—14- HB 250



47th Legislature HB 0250/02 ] HB 0250702

1 HOUSE BILL NO. 250 1 following definitions apply:

2 INTRCDUCED 8Y NORDTVECTe MARKSs FAGGy SPILKERs KITSSLMAN, 2 {1} _“"Base_year structure® means the following elements

3 SALESs CURTISSe BURNETTs KEYSERs HANNAHs SIVERTSENs FEDA. 3 of the income tax structure:

4 ASAYe LUNDy TURNAGEs STEPHENSy £« SMITHe 100D0Ve Ry 4 {a)__the_ _tax brackets _established _in _15-30-103s BUT

5 WINSLOWs COZIENSs ANDREASONs JENSENy SEIFERT, 5 UNADJUSTED BY SUBSECTION (2)s in_effect on doancary-—ir—-196€6

6 SWITZERy MATSKOs PHILLIPSs SCHULTZs BRIGGSe [ JUNE 33 OF THE TAXABLE YEAR;

7 WALLINe ERNSTs MOOREs O*HARAy HURWITZ ¢ KROPPs 7 fb) _the exemptions contained __in _15-30-112, _BUT

8 FABREGAs GOULOs UNDERDALs HARPs DONALDSONs DEVLIN, 8 UNADJUSTED BY SUBSECTIONS (7} AND (B)y in _effect on danuary

9 HANSONs MEYERy RYANs BERTELSENe VINGER 9 1y-1969 JUNE_30 OF_THE_TAXABLE YEAR;

10 IVERSONs ELLICTTe Co SMITH 10 fc} _the max i mum standard deduction__prowvided _in

11 il 15-30-122y BUT UNADJUSTED B8Y SUBSECTION {2)s 1n__effect on

12 A SItL FOR AN ACT ENTITLED: %aAN ACT TO GENSRALLY REDUCE 12 danvary-1y-$9808 JUNE 30 OF THE TAXABLE YEAR.

13 PERSONAL INCOME Tax LIABILITY AND TO ADJUST THE AMDUNT GF 13 {2) “Consumer price _index" _means the consumer price

k4 CXEMPTION DEDUCTION BECAUSE OF A  STATE BUDGET EXCESS; 14 indexs United States city averages for 31} itemss using__the

15 AMENCING SECTEDNS ls 3+ 49 AND 5 OF INITIATIVE NO. 36 AND 15 1967 _bose _of 100 _as__published by _the bureau of labor

16 SECTION 99 CHAPTER 693+ LAWS OF 1979; ANU PROVILING__aN 16 statistics of the U.S. department of labor.

17 IMMEUIATE EFFECTIVE DATE.™ 17 t1+{3)} "oepartment" means the department of revenuee.

i8 13 t2¥f4) "“Dividend”™ means any distribution made by 3

19 BE IT ENACTED 3Y THE LEGISLATURE OF THE STATZ OF MONTANA: 19 corporation out of its earnings or profits to  its

20 SECTION 1s SECTION 1 OF INITIATIVE NO. B6 IS _AMENDED 20 sharehslders or membsrse whether in cash or in other

21 TO_READ: 21 property or in stock of the corporations other than stock

22 "Saction le Section 15-30-101y MCAy, is amended to 22 dividends as herein defineds "Stock dividends™ means new

23 read: 23 stock 1ssucdes for surplus or profits capitalizeds to

24 *]15-35-10ie Definitions. For the purpose of this 24 shareholders in propurtion to their previous huldings.

25 chapters unless otherwise requirad by the contexts the 25 t33{5) "Fiduciary"” means 8 guardians trustees
-2- HE 250
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executorys administratores receivers conservatorsy or any
personsy whether individual or corporates :cting 1n any

fiduciary capacity for any persons trusts or estate.

t43{&} "Foreign country® or “foreign government” means
any jurisdiction other than the cne embraced within the
United Statess its territories and possessions.

+5¥{7) "iross Lncome™® means the taxpayer's gross
income for federal! income tax purposes as defined in scoction
6l of the Internal Revenue Code of 1954 or as that saction
may oe labsled or amendeds excluding unemployment
compensation included in fedaral gross income under the
provisions of section 85 of the [nternal Revenue Code of
1954 as amenited.

18} _"Inflation_ factor™ means a_number _determined__for

ermined |

each__taxable year by dividing the consumer price index_ for

June of the taxable_year by the consumer price _index__for

Juney 1950.

+6¥{9)] "Information agents”™ includes all individuals,
corporationss associationses and partnershipss tn whatever
capacity actings 1ncluding lessees or mortgagors of r=al or
personal propertye fiduciariess employerss and al) officers
and employees of the state or of any municipsl corporation
or political subdivision of the states having the control,
receiptes custodyes Jisposals or payment of interests rent,

satariess wagess premiumsey annuitiesy Compensationsy

—3- HE 250
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remunerationsy emelumentss or other fixed or determinable
annual or periodical cainse profitssy and income with respect
to which any person or fiduciary 15 taxable wunder this
chapter.

£F3(10) "Knowingly" is as defined in 45-2-101.

+8%{11) "Net i1ncome™ means the adjusted gross income of
a3 taxpayer less the deductions allowed by this chapter.

t9%{1é) "Paid"s» for the purpuses of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms "paid or incurrea™ and ",a1d or
accrued" shall be construed according to the metho. of
accounting upon the basis of which the taxable income is
computed under this chapter.

t1894{13)] "Purposely” is as defined in 45-2-10l.

++t¥{14} "Received”r for the purpose of computution of
taxable income under this chapters means received or accrued
and the term “receivad or accrued" shall be construes
accordinyg to the method of accounting uson the basis of
which the taxabple income is computed under this chapters

+12¥{15]) "Resident™ applies only to naturs! persons and
includesy For the purpose of determining tiability to the
tax imposed by this chapter with reference to the income of
any taxable years any person domiciled in the state of
Montana and any other person who maintains a permanent place

of abode within the state even though temporarily sbsent

-4~ Hr 250G
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from the state and has not established a residence
elsewhere.

t13¥{16) “Taxable income™ wmeans the adjusted gross
income of a taxpayer less the deductions and exemptions
prcvided for in this chaptere.

t143(17) *Taxable year” means the taxpayer's taxable
year for federal income tax purposes.

£25¥{18) "Taxpayer™ includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter énd does not include corporations.™"

Section 2. Section 3 of Initiative Noe. 86 is5 amended
to reads:

"Section 3. Section 15-30-112y MCAy is amended to
read:

"15-30-112. Exemptions. [1} Except as provided in
subsections (7) and {B)+ in the case of an individuals the
exemptions provided by subsections (2) through (6) shall be
allowed as deductions in computing taxable income.

{2} (&) An exemption of $6086 31,000 shall be allowed
for taxable years beginning after December 31y 1378+ for the
taxpayers

(b} An additional exemption of $888 31,000 shall be
allowed for taxable years beginning after December 3Ly 1978
for +the spouse of the taxpayer if a separate return is made

by tine taxpayer and if the spouses for the calendar year in
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which - the taxable year of the taxpayer beginss Nhas no gross

income and is not the dependent of another taxpayere

£3) {3} An additional exemption of $806 3$1:000 shall
be allowed for taxable years beginning after December 31+
1978+ for the taxpayer if he has attained the age of 65
before the close of his taxable year.

(b) An additional exemption of $3668 $£1:000 shall be
allowed for taxable years beginning after December 31y 1978«
for the spouse of the taxpayer if a separate return is made
by the taxpayer and if the spouse has attained the age of 65
before the close of such taxable year andy for the calendar
year in which the taxable year of the taxpayer beginsy has
no gross income and is mnot the dependent of another
taxpayere

(4) (a) An additional exemption of $868 $i1,00C0 shall
be allowed for taxable years beginning after December 3l
1978y for the taxpayer if he is blind at the <close of his
taxable yedre

(b} An additional exemption of $888 $1+000 shali be
altowed for taxable years beginning after December 3ls 1978.
for the spouse of the taxpayer if a separate return is made
by the taxpayer and if the spouse is blind ands for the
calendar year in which the taxable year of the taxpayer
beginsy has no gross income and is not the dependent of

another taxpayere. For the purposes of this subsection

—6— H% 250
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(4)(b}e the determination of whether the spouse is blind
shall be made as of the close of the taxable year of the
taxpayers except that if the spouse dies during such taxable
years such determination shall be made as of the time of
such death.

{c} For purposes of this subsection (4)s an individual
is blind only iF his central wvisual acuity does not exceed
207200 in the better eye with correcting lenses or if his
visual scuity is greater than 207200 but is accompanied by a
limitation in the fields of vision such that the widest
diameter of the visual field subtends an angle no greater
than 20 degreese

(53} (a2} An exemption of 58688 $1,000 shall be 2al1)owed
for taxable years beginning after December 31y 1978+ for
each dependent:

{i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $868
$1,000; or

{ii) who is a child of the taxpayer and who:

{A) has not attained the age of 19 years at the close
of the catendar year in which the taxable year of the
taxpayer begins; or

{8) 1s & student.

{b) No exemption shall be allowed under this

subsection for any dependent who has made a joint return
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with his spouse for the taxable year beginning in the
calendar year in which the taxable year of the taxpaver
beginse

{c} For purposes of subsection (S){a)(ii)s the term
"child"” means an individual who is 3 sons stepsons daughters
or stepdaughter of the taxpayera

{d) For purposes of subsection ([(5){a}(ii}(B)+ the term
"student® means an individual! whos during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer beginss

{1} 1s a full-time s tudent at an educational
institution; or

{ii) s pursuingy & full-time course of iInstitutional
on-farm training wunder the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a state. For purposes of this
subsection (5)(d){ii)s the term "educational institution™
means only an educational institution wnich normally
maintains a regular faculty and curriculum and normally has
a reqularly organized body of students in attendance at the
place where its educational activities are carried on.

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

federal adjusted gross income.
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{7y Ffor taxable years beginning after Decemoer 3l
1978y and before January ls 1981le the amount aliogwed as a
deduction in subsections {2) through (&) shatl be adjusted
as providea under section e Chapter 698y Laws of 1979 AS

AMENDED BY THIS ACT.

{8) For_taxable years_ _beginning _after December 31y

1980y the _departments by November 1 of each_years shall}

multiply _all_the exemptions _provided in_ this section

unad justed by subsection_ {7} by the inflation_factor for

that taxable year_and_round_the product_to_the nearest _3$10.

The resulting adjusted exemptions are effective for that

taxable year and__shall be used_ in__catculating _the_ _tax

imposed in 15-30-103.,""

Section 3. Section 4 of Initiative No. 86 is amended
to read:

"Section 4. Section 15-30-1224 MCAs is amendzd to
reads:

®15-30-122. Standard deductions (1) In the case of a
resident individuale 8 standard deduction equal toc 15% 20%
of adjusted gross income shall be allowed if eslected by the
taxpayer on his returna. The standard deduction shall be in
lieuy of all deductions allowed under 15-30-121l. The maximum

standard deduction shall be $%v86868 3$1+500y_ 2as _odjusted under

the provisions of subsection {2}« except in the «¢ase of a

single joint return of husband and wife the maximum standard
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deduction shall pe $2y868 3$3,4000y as a¢justed under the

provisions_of subsection {2). The standard deduction shall

not be allowed to either the husband or the wife if the tax
of one of the spouses is determined without regard to the
standard deduction. Foar purposes of this sections the
determination of whether an individual is married shall be
made as of the last day of the taxable year; provideds
howevers if one of the spouses dies during the taxable years
the determination shall be made as of the date of death.

{2} By November 1 of each_years the department shall

multiply the maximum standard deduction for single returns

and_joint returns by the inflation factor for that _taxable

year _and_round the product to the nearest $10. The resulting

adjusted deductions are effective for that_taxable year and

shall be used in_calculating the tax _imposed in_15-30-1C3.%""

Section 4. Section 5 of Initiative No. 85 is amended
to read:

®Section 5. Section 15-30-142, MCA, is amended to
read:

®15-30-142« Returns and payment of tax — penalty and
interest -- refunds -- creditsas (1} Every single individual
and every marries indiviadual not filing a joint return with
his or her spouse and having a gross income for the taxable

year of more than $948 $1+250s as_ _adjusted under the

provisions _of _suosection__{7}e and married individuals not
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filing separate returns and having a combined gross income

For the taxable year of more than $}y838 $2,500, as adjusted

under _the provisions of subsection {7)s shall be liable for

2 return to be filed on such forms and according to such
rules as the department may prescribe. Thz gross income
amounts referred to in the preceding sentence shall be

increased by $896 514000+ _a3s adjusted under the provisions

of 15-30-112(7} and__ (8)s for each additional personal

exemption alltowance the taxpayer is entitled to claim for
himself and his spouse wunder 15-33-112(3) and (4). A
nonresident shall be required to file a return if his gross
income for the taxable year derived from sources within
Montana exceeds the amount of the exemption deduction he is
entitled to claim for himself and bhis spouse under the
provisions of 15-30-112(2)+ {3)+ and (%) as prorated
according to 15-30~112(6).

t2) In accordance with instructions set forth by the
departments evary taxpayer who is married and living with
husband or wife and is required to file a return mays at his
or her options file 3 joint return with husband or wife even
though one of the spouses has neither gross income nor
deductions. If a joint return is mades the'tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a

joint return has been filed for a3 taxable years the spouses
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may not file separate returns after the time for filing the
return of either has expired unltess the department so
consentsa

t3) If any such taxpayer 1is unable to make his own
returns the return shall be made 0y & duly authorizea =2gent
or by a3 guardian or other person charged with the care of
the person or property of such taxpayer.

{4) Al]l taxpayerss including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amount of income tax payable and shalls, at the
time of Ffiling the return reguired by this chapters pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimara2d tax return
provided for in 15-30-241; provideds howeversy the tax so
computed is greater by $1 than the amount withheld anc/sor
paid by estimated return as provided in this chaptere 1F the
amount of tax withheld andsfsor payment of estimated tax
exceeds by wmore than $1 the amount of income tax as
computeds the taxpayer shall be entitled to a refund of the
excesss

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

{€) If the amount of tax as verified is gyreater than

the amount theretofore paids the excess shall be paid 0y the
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taxpayer to the department within 30 days after notice of
the amount of the tax as computeds with interest added at
the rate of 9X per annum or fraction thereof on the
additional taxe In such case there shall be no penaltty
because of such understatementes provided the deficiency is
paid within 30 days after the first notice of the amount is
mailed to the taxpayers

{1} By November 1 of each_years the department shall

multiply the minimum__amount of gross income necessitating

the filing of 3 return_ by the jinflation factor for_ the

taxable year. These_adjusted amounts _are effective for that

taxable years and persons having gross__incomes less _than

these _adjusted _amounts ars_not_reguired to File_a returne""

Section 5. Section 9y Chapter 698y Laws of 1979 is
amanded to read:

"Section 9e Deductions for exemptions in 1979 and
1980« ¢ty The exemption amounts allowed in 15-30-112 are
increased for taxable years beginning after December 31l
1978y and pefore January le 1980s by 350 Ffor--each—-%$21%
ailiron--by——which-the-general-fond-patancer-as-certified-by
the-director-of-the——department--of--admintstratton--to--the
director--of--the-depertment-of-revenuer-exceeds-stée-mit+ion

as—-of-Jone-38y-15¥9 and for_taxable__years _beginninyg_ _after

Jecember 31y 1979y and before January 1+ 198ls by $250.

t2}—~Fhe--exemptinn-—ancuvnty--attoned-—in-15-30-1i2-are

=13~ HB 250
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tRcreased-for—taxable-years——beginning--after—-becember—-3ty
19¥3y-—and--before--danuery—-ity—-1981tr--by-5$58-fer—each-$2+8
miition-by-which-the-general-fond-betencer-as——certified--ny
the-—director-—of--the--department—-of-sdministration—to-the
director—of-the-department—of-revenuev-exceeds—-$i3-—midtion
as-of-dune-38y-1986«"

SECTION 6o EFFECTIVE _DATE. JHIS ACT_1IS EFFECYIVE ON

PASSAGE AND APPROVAL.

~End-

-l4- H3 250



State of q‘Huuhmx
(foxu of the Boueruar
Helena 39620

TED SCHWINDEN
GOVERNOR March 2, 1981

The Honorable Jean Turnage
President, Montana State Senate
State Capitol

Helena, Montana 59620

The Honorable Bob Marks

Speaker of the House . -
State Capitol

‘Helena, Montana 59620

Dear President Turnage and Speaker Marks:

In accordance with the power vested in me as Governor by the constitution
and the laws of the State of Montana, | hereby veto House Bill No. 250, "AN
ACT TO GENERALLY REDUCE PERSONAL INCOME TAX LIABILITY AND TO
ADJUST THE AMOUNT OF EXEMPTION DEDUCTION BECAUSE OF A STATE
BUDGET EXCESS; AMENDING SECTIONS 1, 3, 4, and 5 of INITIATIVE NO. 86
AND SECTION 9, CHAPTER 698, LAWS of 1979; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE."

The Executive Budget submitted on January 12 incorporated my pledge to
provide reductions of $109 million to Montana taxpayers who need relief the
most --- the elderly, the middle and low income citizens, and the owners of
personal vehicles. | intend to stand by that commitment.

The sponsor of HB 250 wrote me last week relative to the importance of
"fiscal discipline” in state government. | have long recognized the need for
fiscal discipline in and out of state government --- it characterizes my form of
management, motivated my candidacy for the office of governor and is a top
priority of this administration.

The Legislature, too, must demonstrate its commitment to "fiscal discipline"
by establishing, and sharing with my office and the people of Montana, respon-
sible revenue estimates and spending levels for state government. Those
amounts, which taken together represent the state budget, have not been made
public by the Republican leadership. To the contrary, appropriations already
approved by the legislative subcommittees, added to the cost of the Foundation
Program initiated and supported by the House majority, exceed my biennial
general fund budget recommendations by at least $40 million ~--- and enactment
of HB 250 would cost an additional $24 million!

| am deeply disappointed that the Republican leadership has rushed this
legislation to my desk. Why? Because approval of significant tax reductions
prior to agreement on revenue estimates and spending levels repudiates the
doctrine of "fiscal discipline" advanced by Rep. Nordtvedt.

ekl B



The Honorable Jean Turnage ~
Page 2
March 2, 1981

Last December we mutually pledged cooperation, and the first half of the
47th session has been remarkably, and rewardingly, free of confrontation and
partisan rhetoric. Montana and Montanans are better off for that. That spirit

of cooperation is now threatened in the very area where it is most vital --- the
state budget process. Despite repeated pleas, the Republican leadership has
failed to provide a balanced budget package for public examination. | had

hoped, and expected, that the tax proposals submitted by the governor would -

be accorded equal consideration in the legislative process. But look at the
record.

Governor's Proposals Legislative Action
SB 337 Property tax relief for the elderly g None!
SB 355 Flat-fee vehicle licensing None! .
SB 356 Qil severance tax increase None!
HB 559 Removal of surtax for 90% of Montana None!

taxpayers :
HB 614 Amendments to tax indexing None!
HB 757 Schoo! Foundation program None!

On February 20, | respectfully requested the Republican leadership to
defer action on HB 250 until we had a better idea of appropriation levels, and a
clearer understanding of the impacts on Montana of the federal budget President
Reagan will send to Congress on March 10. Announced federal cuts in Medicaid
funding alone could cost the state $10 million or more.

The unwillingness of the leadership to cooperate in budget matters speaks
not of "fiscal discipline," but of partisan politics. The enactment of major tax
legislation in advance of agreement on a balanced budget is unacceptable
fiscally,” however advantageous politically.

No governor is insensitive to the political consequences of his actions ---
particularly when he is placed in the awkward position of rejecting partisan
legislation mislabeled as "“tax relief." Political sensitivity, however, must always
give way to political responsibility.

| am vetoing HB 250 and returning it to the legisiature, knowing full well
that action will return the personal exemption level to $1,250. Responsible
consideration of HB 614 can address that issue. The political game has been
played, now let us sit down together and take a hard look at Montana's budget
picture. Fiscal cooperation has worked well in session after session --- it will
work just as well in 1981,

Olive branches are impressive gestures, but gestures do not create
balanced budgets --- cooperation and hard work do. | am ready and anxious
to begin.

Sincerely,

4

TED SCHWINDEN
Governor



