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_HOUSE ___ s1ti No.o _451

INTRODUCED BY %%(

A BILL FOR AN ACT ENTITLED: ®*AN ACT TG REVISE THE
NONRESIDENT INCOME TAX WITHHOLOING LAWS; PROVIDING FOR
WITHHUOLDING ON CERTAIN PAYMENTS AND REPORTING ON  CERTAIN
PAYMENTS AND USING A TEST OF ODMICILE FOR WITHHOLDING AND
REPORTING; AMENDING SECTIONS 15-30-221 THROUGH 15-30-223,
15~30-227y 15-30-301y AND 20-15-403¢ MCA; AND PROVIDING AN

APPLICAGILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MCNTANA:
Saction 1; Section 15-30-221y MCAs is amended to read:
n15-30~-221« Kithholding on payments to nonresidents ——

exceptiones {1} Every -9 persony~-—f+{rmy-——corporationy

associationvy-—purtnershipy-or-fidaetory dcing business in or
having incomz in the-stete-of Montanav-including-—thne——setate
of-~Feantanay--tts——egencies—and-tnatrumentaiitiesy-countiesy
eitiesy-townsy-schoot—districtsy—and-munietpai-—-corporations
of ——every-kindy-which-knornitngly-makes apd msxing payments of
any kind to any nonresident-of-the-s¢tate-of jpdividual _npot
domiciled_in Montana fer-services-perforned-within—the-state
of-——~dontana-——other———than———these-——payments—-excepeted——in
35-34-28it4}-or—for-cesunsi-sates-of-propertyy-eitther-reesi-or

personniy-tecated-within-the-state-sf-fontanay~or-any-prizes
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er—-winnings—payablte-from-or—-within-the-state—of-—-Hontana——or
hiring-—er-—harving--a-~contract--with——any--nonrestdent—of-2
temporary-nature—to-pe——earried--out--within~-the--state-~of
tiemtans shall deduct from saeh—psyment-or the payments and
pay_cver_to_the departumept an amounts to be set by the
departments not to exceed 3% of such-payment-which-sheti-be
transmitted-by-him—to-the-department-es~-partialt-—payment—-of
such--nonresidentfs--income——taxs such_  paymenis during the
calendar year_in_sxcess of $500. in_the following cases:

{a)__payments for services other than those payments
excepted in _15-30-201(4) .and__other _ibhan_ _ihose payments
subject to employer withholdings:

ib) payments for any prize or dinnings payable from or
Within Montapas

Lc) payments pursuant to 2 cootract for serwvices of &
temporary nature to be carried out within Montana other thap
thos= payments subiect to employer withholdings

{2} bUYpon--finding--thet——-reports——and--information-—-in
addition-to-that-now-required-py—tew—-or-requiation-shoutd-be
filted-in-order—to-insure-the-—cetiection-——eof-—Hontana--state
Theome-—tax——on-payment-to-nonresidents—for-teaseay-rentatsy
er—reyatties-dertved-from—property-—tocated-within-the-—state
of -—Montanay--the-—department--may-sdopt-rutes-requiring-the
fit+ng-af-sach-—reports-—asnd-—infermattonsis used _ipn this

sectiops _"person¥ meaps-an_ individual or entiiye including
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the state ond iis pelitical subdivisionse ln the absence of
facts ko the cootrarys the address _to . which paymepts__are
pade may be takep as the indicator of domicileas
£33——ify-—tpon--notice——to--a-—-nonresident-texpayer—ana
hearingy—the-department-finds——-that--withholding~—should-—be
made——on——paypents——to-—~the—taxpayer—for—teasesy-rentalsy—or
royalties—derived-from—property-}oeated-within—the-state——of
Montane——#n-—order-to-insure-the-colicction-of-Montana-state
necome~taxy-tt-mey-order-withhotding-on-saeh-payments-in--=n
amount——equet-—~to-—the-—tax——tiabitity-—of--the--nonresident
taxpayers—Such-crder—~is-binding-vpen-ait-withholding-agentsy
as~hereinafier—deseribedy—who-reeeive—a-copy-thercof-by-maid
or-~otherwise-untii-such-agent-reecetves—a-copy-of-an-order~of
the-~department-—-terminating-—sveh-~withhoiding-—as—-to-—-the
ronresident-taxpayers
t4)--Payments———made-—-for——tivestock-——or——agricottunral
products—ratsed-or-grown—-outside——Montena-—-snd-—sold--ab--2
mariket-—within-—this-—state-—are--not-subject—to-withnholding
under—this-sections™
Section 2« Section 15-30-222y MCAs is amended to read:
¥15-30~222. MWithholding agent —-- quarterly paymentse.
(1} Every--such A persony-f+rmy-etesy required to withhold
sueh payments wunder 15-30-221 shal¥-—be js known as a
withholding agent within the meaning of 15-30-221 through

15-30-228.
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(2) FHithheldine Except as provided io_subsection. (3]s
aithholding agents required to deduct and withbhcla tax
payments under the provisions of 15-30~221 shall remit such
payments memthiy guarterly to the department cf revenues for
ench--monthly-—-period-on-or-before-the-i5th—day-ef-—the-menth
fellowing-the-ctose-cf-—sueh-—monthiy——nertody-——except——that
payments-—for-—~the——-month——of~-~-December--shati-bhe-made—on—-or
before-the-foltowing-donuary-3ty-paymenta-for—the~-month——of
Haren-—shati—pe~-—made——on-or-before—the-foltewing—apnrid-—36y
peyments-For~the-month-of-done-ahati-be-made——on-—or-——before
the—-folrtowing-~duty-—3ty-~and-——payments--for—--the--month-of
September-shalt-be-made-on—or-before—the-—fottowing-—Getober
3tv Ihe quarierly caymenis are to be made on the last dey of
Aprils Julys QJctobers ang Japuacy for the preceding calepdar
Quarierse

{3) When the aggregate total amount of the tax
withheld under the pgrovisions of 15-30-221 sheld--amount
amounts to less than $50 in each quarterly periocd of any
yeare sueh g withholding agent shati-mot-pe-requires—to~fite
the—-monthiy-returns—or-to-make-—the-—monthiy--poyments——Fast
hereinsbove-——provided--—fory-——but-——+n~-}fev--thereof--such
withhetding-agent-shalty-on-or-befere-—fFebruosry-—-1t5--of--the
year—-—next——succeeding-~that-—tn--which-—-such--payments—wer=
withheldy-fiie-an-annaat-return—in—-such--form--as—-shati-—be

determined--by-~the—-department-—and-shali-pay-therenith-the

.
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amount--required--py--15-38-221--through--15-39-228--to-——be
deducted-—and--withheltd--by--such-withhotding-agent-from-att
payments-patd-during-the-preceding-catendar-yearsy gay elect
to file on gnouyal return and pake_anpual paymeots io liey of
quarterly paymeniss The anpual return and payment are due by
february 15 for the preceding calendar years"

Section 3« Section 15-30-2234 MCAy is amended to read:

"15-30-223. Modification of mnonresident withholdinge
The conditions set forth in sdabsections-tii—through—-{33——of
15-30-221 may be modified by the department orovided:

{1) the withhoiding agent shadt-—insare jpsures the
department by bend or deposit of securities subject to
approval by the state treasurer or cash which shall not bear
interzst that he Wwill comply with the withhelding
requirements insofar as his obligation as a withholding
agant is concerned;i or

(2} the nenrestdent traxpayer shedt~Ffarntsh furnishes
to the department under such rules as it may prescrine an
affidavit as to the correct amount of taxable income subject
to the provisions of 15-30-221 through 15-30-228¢ in which
case the department shall determine the amount to be
withheld."

Section 4« Section 15-30-227s MCAy is amended to read:

M15-30-227« Rights of nonrestdent ifaxpayers {1) Ne

ronresident A taxpayer shedd goes _pot have any right of

-5

10

11

12

13

14

15

16

17

13

19

20

21

22

23

24

25

LC 076401

action against a withholding agent on account of any moneys
ngaoey withheld and paid over to the department under
15-30-221 through 15-30-228y, but--nothing-—in——thi+s Ihis
section sha¥¥ gmay_not be construed as removing any legal
rights or remedies of such nonresident taxpayer for return
of any tax erroneously or illegalily collected or for any
refund that may be due h¥m the taxpayere

t2) For the purposes of any contracts leases or other
obligationes any sum withheld pursuant to 15-30-22%1 through
15~30-228 sheit-be-deemed js copnsidered to have been paid te
the-nonresident at the time of sueh withholding.®

Section 5« Section 15-30-301s MCAs is amended to read:

"15-30-301l. Information agents' duties =-_penalfy. (1)
Every information agent shall make return to the department
of complete information concarning the following
distributions made for any individual during the taxable
vear uoon which no withholding tax has been deducted:

{a) sums in excess of 48 $2Q0 distributed as
dividendss interest as defined in section 6049 of the
Internal Revenue Code of 1965 or as that section may be
amendsds 3and payments made under a retirement plan covering
an owner—employee as defined in section 401(c}{3} of the
Internal Revenue Code of 1965 or as that section may be
amended;

{b) interests other than that specified in subsection

- B 4S)
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{1)(a} of this sections rentss royaltiess salariesy wagess
prizesy awardses annuitiess pensionsy and other fixed or
determinablie gainsy profitsy and income in excess of %608
$1+000+ except interest coupons payable to the bearersy

dc) . payments gade ro individuals oot domiciled o
Mentana for sales of real properiy located in M¥ontanae

(2) The return should be made under the regulations
and in the form and manner prescribed by the department;
provideds howevers that for ease of reportings the form
shall be as nearly identicat to the comparable federal form
as possibles

£2)_lao__the _absence. of .facts to the contrarys the
address_to which 2 paymeont is _gade _may be faken as .the
ipndicator_of domiciles

i%).  Eailure _ito file 3 returp required by this_section
subjects the withholding agent to a penalty of 31 _far sach
returns up_to a mpaxioun of $1.000+"

Section 6« Section 20-15-403y MCAy is amended to read:

"20-15-403. Applications of other school district
provisionse (1) When the term "school district®™ appears gar
is_ _tontained jn a collectiye noun in the following sections
outside of Title 20y the term includes community college
districts and the provisions of thosa sections applicable to
school districts apply to community college districtss

2=9-101y 2-9-111y 2-9-316y 2-16-114s 2-16-5602y 2-16-61%:s
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2-18~T03y 7-3-~1101y 7-6~2604y T-6~2801y T~7-1234 i-8-2214y
T~8-2215y T7-8-2216y T-11-103y T-12-41064 T7-13-~110y 7-13-210,
T~15-4206» 10-1-703, 15-1-101, 15-6-204y 15-16-101+s
15-16-601, 15-18~1G3y 15-24-5024 15~24-505s 15-30-221,
15-55-106+ 15~70-301, 15-70-322y 17~5-1019 17-5-202¢
17-6~103y 17-6-2049 17-6-213y 17-T7-201y 13-1-102s 18-1-105,
18-1-112¢y 18-1-20ls 18-2~101ly 18-2-3103y 18-2-113y 1E~-2-1l%,
13-2-115s 18-2-404y 18-2-40G8s 18—-5-205y 19-1-102¢ 19-1-602»
19-1-811y 22-1-309y 25-1-402, 27-18-406¢ 33-2G-11U4%y
39-3-104%y 39-4-107y 39-31~10C3, 39-31-30%y 39-71-1164
39-T1~117s 39-T1-2106y 39-T71-22069 40-6~23T» 40-8~124y
40-8-~125y 40-8-128y 41-5-92124 49-32-101y 49-3-102y 53-20-304,
77-3-2321y 82-10-201y 82-10-202y 82-10~203y B5-T7-21E8¢ ana
20-6—-208 and Rules 4B(2){g) and 15(cls MeRalivePsr 25
amendedes

{2} FWhen the term "school district™ appears in a
section outside of Title 20 but the section is nct Yisted in
subsection {1}y the school district provisiocn does not apply
to & community college districte®™

Section Te Applicability. This act applies to tax
years beginning after December 31y 19Ble

-End-
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STATE OF MONTANA

REQUEST NO. __2_:_3_3_—2_;1___
FISCAL NOTE
Form BD-15
In compliance with a written request received _January 28 .19 81 there is hereby submitted a Fiscal Note
for House Bill 451 pursuant to Chapter 63, 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 Legislature upon request,

DESCRIPTION

An act to revise the nonresident income tax withholding laws; providing for withholding

on certain payments and reporting on certain payments and using a test of domicile for
withholding and reporting.

FISCAL IMPACT

This bill would increase the minimum amounts which legally necessitate withholding
payments for certain types of non-wage transactions involving nonresident individuals.
However, it is believed that adoption of this proposal would not result in a significant
loss of revenue. These changes would definitely clarify the law and, thereby, make
compliance easier for those who are Involved in making taxable payments to nonresidents.
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PREPARED BY THE DEPARTMENT OF REVENUE

BUDGET DIRECTOR
Office of Budget and Program Planning
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