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llQ!l§Ji__ BILL NO. _.,.UL ,-

TRODI,.ICED BY ~~~ ~~ ~.Vldo~:;t_..p.a~,~ 
.# "Z~ . . . ~--vJ.\..-, 

y/_~Y~oF .1'}ji CE OF TH~OVERNOR 
~ ~ ~ .k:?--k'---C~ 

R AN ACT ENTITLED: •AN ACT TO AMEND INITIATIVE Bh 

CONCERNING I~CDME TAX INDEXINGt TO PROVIDE FGR INDEXING 

3ASED ON INFLATION, USING THE IMPLICIT PRICE DEFLATOR FOR 

PERSO~Al CONSU~PTIO~ EXPENDITURES IN PLACE OF THE CONSUMER 

PRICE INDEX, AND GE~ERAL FUND SURPLUS; AMENDING SECTIONS 1, 

2t 3t 4, 5t AND 6 OF INITIATIVE 86; AND PROVIDING AN 

APPLICA31LITY DATE.• 

uE IT ENACTED BY THE lEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 1 of Initiative 86 is amend~d to 

read: 

"Section 1. Section 15-30-lOlt MCAt is amended to 

read: 

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

chapter, unless otherwise required by the context, the 

follcwing definitions apply: 

±li:=~il:~~l:::.Stl:lle:t.D~::II~:th!:=£12il!l!li1!~rl~KJ:!H 

Qf=Xb~tncome-:taK::.stJ:acture+ 

±at==:tb:==:tcz==bl:~~~nbi±~- tn--tS=ii=~~~==±n 
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~!tt:t=~fi~ 

.tsa=t~mu±llUUI==ll:tmldal:C=~!:~:UUidcd---+n 

~32-t::-±n-eff~c:t-an-deauaJ:X~s=~ 

l.l.L-!wm.G£I-~ULS.-_AL!.WllHeil-fAC.IQ&~ MEANS __J:t:J; 

~R-~!ifl.!LfiLl.lliiU;&..It!L£BllUllQ~~.SU.lllll!L~.la 

f.i±=-•son~um~=AJ:tc:-tndex•-mean~--:tne--consamer=-=rtc~ 

~--Yntted-Stetc~ci:t.T-arel:cgcx=fCJ:=a~~·,x-asing-the 

~=bA:e=af==i~=~-pabti,beU=-Py--the--aureoa--of==x~l: 

na:ttutc~b!:=!;!:GI=ds:~artmeat::a£=~ 

.(Z.l_~fUI:Wl_-All.WliHflil_fACTOR8 M~ANS ..IHL_t:llll:I.El.ER 

COMPUTED UtlQffLil:!Ll'..EOUll!Jti.LOE 1 SECJI~J.a 

ti:tl..ll "Department" means the department of revenue. 

tftlll "Dividend" means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as herein defined. "Stock dividends" means new 

stock issued, for surplus or profits capital izec, to 

shar~holders in proportion to their previous holdings. 

t3tl.2l "Fiduciary" IIIE!ans a guardian, trustee, 

ex~cutcr, administrator, receiver, conservator, or any 

person, whether individual or corporate, acting in any 

fiduciary capacity for any perscnt trust, or estate. 

t.,tJ.tU "Foreign country" or "foreign qovernrnent" means 

any jurisdiction other than the one embraced within the 

N T R 0 D U C E D B l L L 
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United States, its te~~ito~ies and possessions. 

f5till "G~oss income• means the taxpaye~•s g~oss 

income fo~ fede~al income tax pu~poses as defined in section 

61 of the Inte~nal Revenue Code of 1954 o~ as that section 

may be labeled o~ amended, excluding unemployment 

compensation included in fede~al gross inco~e un1er the 

p~ovisions of section 85 of the Inte~nal Revenue Code of 

1954 as amended. 

.(al__!Io.fLrtillD A.Q.l1LSitifl:tLf.a~L~.m.i G llif numn~ 

ds:ttai:Dcd=~=s:cl:b::=t~is:::XS:U::b)'-dtyts!i:D!Z::tb!:::Cl:IMitl!IU 

~~iadex=fer-dune-of-tbe-tcxch~==~=bx==tbs:==~a~ 

12r±ce---+adt!~r;~.::HU tW:If.UlliL!JliU.EB. Il::lE eROYlSl.OH.Lllf. 

f6ti2l "lnfo~mation agents• includes all individuals, 

co~po~ationso associations, and pa~tne~shipso in whateve~ 

capacity acting, including lessees or mo~tgago~s of ~eal o~ 

personal prope~ty, fiduciaries, employers, and all office~s 

and employees of the state or of any municipal corporation 

o~ political subdivision of the state, having the cont~ol, 

~eceipt, custody, disposal, o~ payment of interest, rent, 

salaries, wages, premiums, annui~ies, 

~emunerations, emoluments, or other fixed or 

co!Apensat ions, 

determinable 

annual o~ periodical gains, p~ofits, and income with respect 

to which any pe~son or fiduciary is taxable unde~ this 

chapter. 
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t~tLl~ "Knowingly" is as defined in 45-2-101. 

f!!tilll "Net income" means the adjusted gross i nco1r.e of 

a taxpayer less the deductions allowed by this chapte~. 

f'7tilZ1 "Paid•, fo~ the pu~poses of the deductions -~nd 

c~edits under this chapte~, means paid o~ accrued or Puid or 

incurred, and the terms "paid or incurred" and "paid or 

accrued" shall be construed acco~di ng to the n:ethod of 

accounting upon the basis of which the taxable income i~ 

computed unde~ this chapte~ • 

t~8tLlll •Purposely• is as defined in 45-2-101• 

tr~tLl~ "Received•, for the pu~pose of computation of 

taxable income under this chapter, ~ans received or accrued 

and the te~m "received or accrued" shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

fri!tLJ.ll "Resident" applies only to n1tural persons 3nd 

includes, for the purpose of dete~mining liability to the 

tax imposed by this chapter with reference to the inco,ne of 

any taxable year, any person domiciled in the state of 

~ontana and any other pe~son who maintains a pe~manent place 

of abode within the state even though temporarily absent 

from the state and has not established a residence 

elsewhe~e. 

fr3t~ "Taxable income• means the adjusted gross 

income of a taxpaye~ less the deductions and exemptions 
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provided for in this chapter. 

~~t~ "Taxable year• means the taxpayer•s taxable 

year for federal income tax purposes. 

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

resident or nonresident, subject to a tax imposed by this 

chapter ano does not include corporations.ft 

Section 2. Section 2 of Initiative 86 is amended to 

read: 

"Section 2. Section 15-30-103, MCA, is amended to 

read: 

"15-30-103. Rate of tax. ill There shall be leviedo 

collacted, and paid for each taxable ye3r commencing on or 

after December 31, 1968, upon the taxable income of every 

taxpayer subject to this tax, after making allowance for 

exemptions and deductions as hereinafter provided, a tax gn 

.tb!Lf..Qllowj og bracK~-2L.t.<i~_lo~~~->i-'llllll~--llmii:L 

~~~iZl at the following rates: 

-t~t.l<l~ on the first S1,000 nf taxable income or any 

part thereof, 2%; 

i~tiQl on the next $1,000 of taxable inco~e or any 

part thereof, 3%; 

f3ti~ on the next $2,000 of taxable incow.e or any 

part thereof, ~%; 

t+tLCl on the next $2,000 of taxable income or any 

part thereof, 5%; 
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t5tiei on the next $2,000 of taxable income or any 

part thereof, 6%; 

f6t.lfl on the next S2o000 of taxable income or any 

part thereof, 7%; 

t~iul on the next S4o000 of taxable income or any 

part thereof, 8%; 

f8tib! on the next S6o000 of taxable income or any 

pa~t thereof, 9%; 

t9tLil on the next $15,000 or taxable income or any 

part thereof, 10%; 

t±et~ on any taxable income in excess of $35,000 or 

any part thereof, 11%. 

LZL-li¥__I:is;ut~mbm:._~<lkll~r.sJJ.l.e_~u~DL-~ 

i!Wl.t.ip.~¥-t.b~.J<.L.a~~±..-iilllllu.nL&5lo~lnel1_lo_s!W.s.ou;t..UllL-lll-b.¥ 

.ttll: iflfi~i:§n ~Jlltlf.ll_Ail..wsntf.lfi tac.tor fiU:._~_lill:l.iitll.!: 

~r.~ol:I_J:gund-.the~mwulatjve brackets to the aea.~:~.s.t_lLQQ. 

Ib!LLe.S.!UliD.G~---ad,ill.s.teO__ll.L.u:~___gu_j!f£~t.l.lt!LJ:w:_.truu:. 

taxa b) e--l!S!~wL.s.bQlL.b!LWUi:~~~~f.gr._i.m!Wll.t.Um 

gf_j;.b~in subs~gn_{ll-Qf this sectjoo.• 

Section 3. Section 3 of Initiative 86 is amended to 

read: 

•section 3. Section 15-30-112• MCA, is amended to 

read: 

n15-30-112. Exemptions. (1) ~xcept as provided in 

~~b~ee~+eft ~~12D.s. (7) anJ__i~l' in the case of an 

-6-
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individual, the exemptions provided by subsections (2) 

through (6) shall be allowed as d~ductions in computing 

taxable income. 

(2) (a) An exemption of $800 shall be allowed for 

taxable years beginning after December 31, 1973t for the 

taxpayer. 

(b) An additional exemption of $600 shall be allowed 

for taxable years beginning after December 3lt 1978t for the 

spouse of the taxpayer if a separate return is made by the 

taxpayer and if the spouse, for the calendar year in which 

the taxable year of the taxpayer begins, has no gross income 

and is not the dependent of another taxpayqr. 

(3) (a} An additional exemption of $800 shall be 

allowed for taxable years beginning after December 31 9 1978, 

for the taxpayer if he has attained the age of 65 before the 

close of his taxable year. 

(~) An additional exemption of $800 shall be allowed 

for taxable years beginning after December 31, 1978, for the 

spouse of thq taxpayer if a separate return is nade by the 

taxpayer and if the spouse has attained thP age of 65 before 

the close of such taxable year and, for the calendar year in 

which the taxable year of the taxpayer begins, has no gross 

inco•e and Is not the dependent of another taxpayer. 

(4) (a) An additional exemption of $800 shall be 

allowed for taxable years beginning after December 3lt 1978, 
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for the taxpayer if he is blind at the close of his taxable 

Y?-3r. 

{b) An additional exemption of $800 shall be allowed 

for taxable years beginning after December 31, 1978, for the 

spouse of the taxpayer if a separate return is ~ade by the 

taxpay~r and if the spouse is blind and, forth~ c2l~nuer 

year in which the taxable year of the taxpayer heqins, has 

no qross income and is not the dependent of another 

taxpayer. For the purposes of this subsection (4)(h), the 

determination of whether the spouse is blind shall be made 

as of the close of the taxable year of the taxpayer, except 

that if the spouse dies during such taxable year, such 

determination shall be made as of the time of such death. 

(c) For purposes of this subsection (4)• an individual 

is blind only if 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 but is accompanied by a 

limitation in the fields of vision such that the widest 

diameter of the visual field subtends an angle no gr€eter 

than 20 degrees. 

(5) (a} An exemption of $800 shall be- allo•1ed for 

taxable years beginning after December 31, 1973, f~r each 

dependent: 

{i) whose gross income for the calendar year in which 

the taxa~le year of the taxpayer begins is less than $800; 

-B-
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or 

(iii 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 

(~) is a student. 

(b) No exemption shall be allowed under this 

subsection for any dependent who has made a joint return 

with his spouse for the taxable year beginning in the 

calendar year in which the taxable year of the taxpayer 

b~gins. 

(c) For purposes of subsection { 5) {a) ( i i 1, th€ term 

"child" means an individual who is a son, stepson, dau~htero 

or stepdaughter of the taxpayer. 

(d) For purposes of subsection (5)(a)(i i)(3)• the term 

•studBnt• means an individual who, during each of 5 calendar 

months during the c~lendar year in which the taxable year of 

tha taxpayer begins: 

( i ) is a full-tirr:e student at an educational 

institution; or 

(ii) is pursuin~ a full-time course of institutional 

on-faro training under the supervision of an accredited 

agent of an Pducational 

political subdivision cf 

subsection (5)(d)(ii). the 

institution or of a state or 

a state. For purposes of this 

term "educational institution" 
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means only an educational institution which normally 

maintains a regular faculty and curriculum and normally has 

a regularly organized body of students in attendance at the 

place where its educational activities are carrl~d on. 

(6) In the case of a nonresident taxpayer• the 

exemption deduction shall be prorated according to the ratio 

the taxpayer•s Montana adjusted gross Income bears to his 

federal adjusted gross income. 

(7) For taxable years beginning after December 31• 

1976, and before January 1• 1981, the amount allowed as a 

deduction in subsections (2) through (6) shall be adjusted 

as provided under section 9, Chapter 698, Laws of 1979. 

1lll-ES<L---ll.!>;iiJ2h_~a_~~ani.~~:ti!.I:_Ui:~~Llh 

~!l.t._t.llil.-W:~NLlll.e.D~-bl!_!liQXru;W~_L-gf__e.a~-~.L-~ 

mult.i.~lx-~ll_t.b~x~~ign~2~i.d~-ln~~ekt.i2o-b¥-t.b£ 

infh~ 'Q1:1.1l:I1illLA~ltiEW: ~.:t.Qr._f.Qr._.t.IJJii:L_t.aullli-Xe.ar 

~~--~OQ __ ~ _ _ur.Q4u£t. __ t.Q __ t.he_oaaLe~1-1~-Ibe_.r_~u1t.inQ 

aeju~~u_ex~tLu~_ar£_~f£kt.iX~-f2t.~t.~1e-X~L--AUd 

.:ill<llL_JuLl.I..S~iiL~l1llUl atj D£! tlli:-L1Li.JD~ln-.l2=.l.O=l.OJ...." 

Section 4• Section 4 of Initiative 86 is amended to 

r-ead: 

•section 4. Section 15-30-122, MCA, is amended to 

read: 

"15-3C-122o Standard deduction. 1~ In the case of a 

resioent individual, a standard deduction equal to 15% of 

-10-
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adjusted gross incomP shall be allowed it elected ~Y the 

taxpayer on his return. The standard deduction shall be in 

lieu of all deductions allowed under 15-30-121. The maximum 

standard deduction shall be $1o000L-~~~~u~~ 

~~~ of sybsectjgn_illt exceot in the case of a single 

joint return of husband and wife the maximum standard 

deduction shall be sz,ooo~-~adjusted_u~L-tb~~~~ 

gf~ubsectjoo (2l• 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. For purposes of this section, the determination 

of whether an individual is married shall be made as of the 

last day of the taxable year; provided, however, if one of 

the spouses dies during the taxable year, the determination 

shall be made as of the date of death. 

L.Z.l.-~wu:tllll:uu:. 1 of e~year • tbe->1-ePQll.llli:~~ 

multiply the maximu~taodard d~on_foL--~~ returns 

anlL-,i.Q.illL...r:ll.ULus.-~_ttu: .i:afbti:mt '-llliil:.tEJLAll.tU~ 

Lie to c foL.tlliit-ta.IUlble yeat..aruLUHilULt.WL.~w:;t__to__ttu: 

D~~est 110• The (eAUlilDQ adjU~~Q~tiolla-ate effectLYe 

~-tbaX taxable year and~Il be used io~~ing~ 

.tiUS i mpgs ed ..liL.l2=J0::1Jll.a • 

Section 5. Section 5 of Initiative 86 is amended to 

read: 

•section s. Section 15-30-I't2t MeA, is amended to 
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re<'ld: 

"15-30-142• Returns and payment of tax -- ~enalty 3na 

interest -- refunds -- credits. (1) €¥~y-~~n~+e-+nd+¥+dHe+ 

end-eyery-merr+ee-+ne+y+dHe+-ne~-?+++n~e-je+n~-re~Hrn--w+~h 

h+s--er-her-s~H~-ene-heY+ft~e-g~+neeme-~er-~he-~eweb+e 

yeer-ef-mcre-~hen-$~~es-o:-odj~a~be::At~:±a~==~ 

tab:•ctton--tits one-m~r+eti-+nd+¥+dHo+s-n~-f++~n~-5e~e~~e 

~tttrns-end-he¥~n~e-eemb+ned-~ross-+ne&me-~or--~he--~eweb+e 

yeor--of--mere-~hen-$~y886s~=~:d--acoer-tb~::=%asi~~~ 

~-spb~ectton-titY she++-be-++eb+e-?or-e-re~ttrn-~o-be--f++ee 

on--~ueh-forMS-end-eeeerd+ng-~o-stteh-rH+es-es-~he-ee~er~men~ 

mey-~reser+be.-~he-g~ss-+neeme-omcttn~s-referred-te--+n--~he 

preeed+ng--sen~enee--she++-be-+nereesee-by-$898s~-eaja:t~d 

~~~±2±Qn:=::A£--t5-39::ttitTi ::and=~s fer--eeeh 

edd~t+ene+--~ersone+--ew~t+&n--et+ewenee--~he--t~~~eyer-+s 

ent+tted--tc-~+e+m--?or--h~~e~--ene--h+~---s~euse---under 

15-3e-Hi!f3t--ene-t~t~ B.f:SIPENI IAXP!~_tfA)!llUi-AlLA.IL.Uis.Ifll. 

lilillS.~ID:U;_llli_.E.KfS .. L!Jf_I.tiL.}!ili__QE _ _efRl.ll..UlliLL~.Qi:t.4.1. 

f.l!:flle.Ililli.S--Mil 0Ell.UCil.QliL-lilill£lLH-3Q-112t 15~122• ANQ 

1.2::J.Q::UZ ARE &EQUIB.EQJ.Q_EILE A TAX RETURN UPON f.OIU!~ll 

~ THE M!NNER e&ESCBIBED BY Itlf_UEPARIMENT. A nonresident 

shall be required to file a return if his 9ross income for 

the taxable year derived from sources within Montana exceeds 

the amount of the exemption deduction he is entitled to 

clai~ for himself and his spouse under the provisions of 

-12-
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[31• and (41• as prorated according to 

(2) In accordance with instructions set forth by the 

department, every taxpayer who is married and living with 

husband or wifa and is required to file a return mayo at his 

or her optiono file a joint return with hus0and or wife ev~n 

though one of the spouses has neither gross income nor 

deductions. If a joint return is made, the tax shall be 

computed on the aggregate taxable income and the liability 

with respect to the tax shall be joint and several. If ? 

joint return has been filed for a taxable year, the spouses 

may not file separate returns after the time for filing the 

return of either has expired unless the department so 

consents. 

(3) If any such taxpayer is unable to make his own 

return, the return shall be made by a duly authorized agent 

or ~Y a guardian or other person charged with the care of 

the oerson or property of such taxpayer. 

(4) All taxpay~rs, including but not limited to those 

subject to the provisions of 15-30-202 and 15-30-241• shall 

co~pute the amount of income tax pay3ble an1 shall, at the 

time of filing the return required by this chapter, pay to 

the ~e~art~ent any balance of income tax remaininq ~npaid 

aft~r cr~diting the amount withheld as ~rovided by 15-30-202 

and;or any payment made by reaso~ of an estimated tax return 

-13-
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provided for in 15-30-241; provided, however, 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 

amovnt of tax withheld and/or payment of estimated tax 

exceeds by more than $1 the amount of income tax as 

computed, the taxpay~r shall be entitled to a refund of the 

excess. 

(5) As soon as practicable after the raturn is filed, 

the department shall examine and verify the tax. 

(61 If the amount of tax as verified is greater than 

the amount theretofore paid• the excess shall be ?aid by the 

taxpayer to the department within 30 days after notice of 

the amount of the tax as computed, with ioterest aoded at 

the rate of 9% per annum or fraction thereof on the 

additional tax. In such case there shall be no penalty 

because of such understatement• provided the deficiency is 

paid within 30 days after the first notice of the amount is 

~ailed to the taxpayer. 

il1--D.~ll.5illllltl-Lgf~as;h_~r:~bL_d~;u:.~L~ 

IIIDl:t±:b Jlil.EE.~£ the m i n i mum ~!ml: ll!!llUl:!.L'i g_f A!l.Jilll.Eil 

~!li.LiD~WDe oeces s il£1ll~~.fil.l.ng_oL-<>-U!.t.w:.n hX-=~b~ 

:i:nfll:t±mt=fg:t~ fQ.L.J.b.i:_:taxailliL._~--I~:oe._ll.d_!~ 

iiiiiQJJllll-.U:~~:ti..ll.L.f2.[_tj}.Q.:t _ _:tax.<l.tz!Sl--~.S.--awl--Ui:L:Um~ 

l::L.Ui!li<-~~ incomes li:S:i_iJl~:i~~~moun:ts ar<: 

DJl:Ll:i:j;jl.llJ:.elL:tnJ,il~.u::t.u.r:o.a • 
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LC 1354/01 

Section 6. Section 6 or Initiative 86 is amended to 

read: 

"NEW SECTION. Section 6. Adjus~ed-bese-yee~-s~~ue~u~e 

~o--eppee~--en--~eM--~e~msw---~ndt¥tdue+--tnec~e--~eM--~e~ms 

dts~~tbu~ed-by-~he-deper~ment-~er--eeeh--teMeb+e--yeer--~st 

een~etn--tnstruettens--end-teb+es-besed-en-the-edj~s~e~-bese 

ye&r-st~uetu~e--To~--the~--texeb+e--yee~• DE!tdHltiAIION--0£ 

~EI SURPLUS _ADJUSTMENT ~DRA--ill-I~~EI SURPLUS 

AOJUSIME~I fACTOR fOR A IAXABLE YEA&-_aEGIN~ING _IH__l£4B__l 

HfAHS_IHf_SMALLER Of !HE fOLLO~~ 

lo25: OR 

LLJUlLLtll 

WHERE •H• REPRESENTS Itif__HULilfLlf&_Qf_llaZ_lULLlON THAI 

PROQUCES A NUMBER EQUAL IO IHE DIFFERENCE Qf__!Hf_~f&AL 

fUND BUDGET SURPLUi__QH_ JUNE 30_of_yfAR_I_f&QM_ItiE IARGEI 

~H~EUND BUQGEI SURPLUS _QH_ JUN~ 30_-Uf YE!R _y __ AS 

(21 !HE I!BGll__SURPLUS _EQJ_~~ IS $ : !He 

TARGET SURPLUS EOR_1282 IS S • 

Lll--!f_IHE ACTUAL BUDGET SUReLUS--~~£25--IHf l!RGET 

SURf.I..Ui.s. •!!!• IS PllSlJIYE• IF !HE ACTUAL B!J.Wifl_SY&f&.U.Lll 

Lfii-IHAN THE IASGET SURPLUSo ftNn IS NEG~ 

UfH SECTION. Section 7o Determination or inflation 

adjustment factor. 

the implicit price 

(lJ As used in this section "PCE• means 

deflator for personal consumption 
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expenditures ?ublished quarterly in the Survey of Current 

Business by the bureau of economic analysis of the Uniteri 

Statas department of commerce. 

{2) For a taxable year beginning in calendar year Y. 

the inflation adjustment factor is the ratio of the PCE for 

the second quarter of year Y to tne PCE for the secono 

quarter of 1980y using the most recent published values of 

the PCE at the time of ca.putation. The inrlation adjustment 

factor for a taxable year beginning in calendar year Y is to 

be computed as or November l or year Yo 

Ufj SECTION. Section B. Determination or combined 

adjustment ractor. The combined adjustment ractor means the 

greater or the following: 

(1) 1; or 

t2) the inr1ation adjustment factor times the budget 

surplus adjustment ractor. 

Section 9o Applicability. This act aoplies to taxable 

years beginning arter December 31y 1930. 

-End-
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STATE OF MONTANA 
REQUEST NO. }Ol:?_L __ .. 

FISCAL NOTE 

Form BIJ- I 5 

In c:ompliance with a written request received February 4 , 19 8l__, there is hereby submitted a Fiscal Note 

for ___HQ!J.SJLJllLL 614 pursuant to 1Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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

of the Legislature upon request. 

DESCRIPTION 

An act to amend Initiative 86, concerning income tax indexing, to provide for indexing 
based on inflation using the implicit price deflator for personal consumption expend
itures in place of the consumer price index, and general fund surplus. 

ASSUMPTIONS 

1. The current law estimate of individual income tax collections is based on a base 
personal exemption allowance of $800 and the following values of the Consumer 
Price Index: 

__ 1_9_8_0 ___ ,~1 ___ 1~9~8~1~~'--1~9_8_2~~,_1_9~8~3--
247.6 r 272.4 7 298.2 r 325.1 

2. Target General Fund Budget Surplus on June 30 of 1981 is $46.2 million, and of 1982 
is $50.0 million. 

3. Actual General Fund Budget Surplus on June 30 of 1981 is $46.2 million, and of 1982 
is $64.1 million. 

4. Implicit Price Deflators for Personal Consumption Expenditures in Gross National 
Product for second quarters of the indicated year are: 

1980 I 1981 1 1982 1 1983 
178.6 194.6 I 211.2 228.1 

5. If no target surplus is set, the surplus adjustment factor is assumed to be 1 
for the purpose of computation. 

Under these assumptions the following inflation adjustment factors were 
computed: 

Tax Year 1981 1982 1983 

Inflation Adjustment Factor 1.0896 1.1825 1. 27716 

(continued) t)aJ~L 
BUDGET DIRECTOR 

Offict of Budget and Program Planning 

Dat'!:_].. -}t-g'j 



STATE OF MONTANA 
REQUEST NO. 303-81 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received February 4 , 19 -Sl- , there is hereby submitted a Fiscal Note 

for HOUSE BILL 614 pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

Page 2. 

ASSUMPTIONS (continued) 

The surplus adjustment factor will be: 

Tax Year 1981 1982 1983 

Surplus Adjustment Factor 1 1.1175 1* 
*Assumed for the sake of computation. 

Tax Year 1981 1982 1983 

Combined Adjustment Factor 1.0896 1. 3215 1. 27716 

Under Initiative 86, the inflation factors would be: 

Tax Year 1981 1982 1983 

Inflation Factor 1.10016 1. 20436 1. 3130 

The impact is calculated by comparing income tax collections under the system 
indexed by the inflation factor (Initiative 86) present law and the combined 
adjustment factor (this proposal) • 

6. Withholding policy does not attempt to compensate for General Fund Budget Surplus 
Adjustment. 

FISCAL IMPACT 

Individual Income Tax Collections 
Under current law 
Under proposed law 
Estimated Increase/Decrease 

FUND INFORMATION 
General Fund 

Under current law 
Under proposed law 
Estimated Increase/Decrease 

continued ~ 1 Page 3. 

FY 82 

$161.556 M 
162.652 H 

$ 1.096 M 

$103.396 M 
104.097 M 

$ .701 M 

FY 83 

$167.993 M 
156.828 M 

($ 11.165 M) 

$107.516 M 
100.370 M 

($ 7.146 M) 

BUDGET Dl RECTOR 

Office of Budget and Program Planning 

Date: ---------



STATE OF MONTANA 
REQUEST NO. 303-81 

FISCAL N01E 

Form BD·/5 

In compliance with a written request received Fehrnary 4 , 19 ____81.._ , there is hereby submitted a Fiscal Note 

for HOUSE BILL 614 pursuant to' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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

of the Legislature upon request. 

Page 3. 

FISCAL IMPACT (continued) 

Earmarked Revenue Fund 
Under Current Law 
Under Proposed Law 
Estimated Decrease/Increase 

Sinking Fund * 
Under Current Law 
Under Proposed Law 
Estimated Decrease;Increase 

$ 

$ 

$ 

$ 

FY 82 

40.389 M 
40.663 M 

.274 M 

17.771 M 
17.892 M 

.121 

FY 83 

$ 41.998 M 
39.207 M 

($ 2.791 M) 

$ 18.479 M 

17.251 M 
($ 1. 228 M) 

* A portion of this account may be transferred to the General Fund as Long-Range 
Bond Excess. 

EFFECT ON LOCAL GOVERNMENT 

Revenues to the indicated Earmarked Revenue Fund are used to fund the School Foundation 
Program. Therefore, any decrease in revenues to that accounts may necessitate additional 
support from other sources. 

TECHNICAL NOTE 

"cummulative" on line 10 for page 6 should be spelled "cumulative". 

PREPARED BY THE DEPARTMENT OF REVENUE 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Da+e: ----------


