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INTRODUCED BY 

71:.! BILL NO. 1!tL_ 
u= \......._ v',.. l1Jj..,.. ·~ .----·-/ --a 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A 

REPLACEMENT TAX FOR THE PROPERTY TAX NOW LEVIED ON HABITABLE 

PROPERTY AND PROVIDING A METHOD FOR ADMINISTERING THE TAX; 

AMENDING SECTIONS 15-6-134, 15-16-611, AND 15-30-121, MCA; 

REPEALING SECTION 15-6-142, MCA; AND PROVIDING AN 

APPLICABILITY' DATE." 

WHEREAS, the electors of Montana approved Initiative 

No. 105, limiting certain property taxes to 1986 levels 

unless the Legislature reduces property taxes prior to July 

1, 1987, and establishes alternative revenue sources; and 

WHEREAS, it is the intent of the Legislature to enact 

provisions compatible with the will of the electors in 

limiting certain property taxes, recognizing that the 

greatest concern of the electors focused on taxation of 

habitable property and the relative burden on the elderly, 

the sick, and the poor; and 

WHEREAS, Initiative No. 105 does not address several 

important issues pertaining to implementation of a property 

tax freeze; and 

WHEREAS, it is the intent of the Legislature to enact 

provisions compatible with the spirit and intent of 
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Initiative No. 105 in a manner that will facilitate needed 

property tax relief while maintaining the fiscal integrity 

of necessary local government services. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 1, Initiative No. 105, approved 

November 4, 1986, is amended to read: 

"Section 1: Declaration of policy. 1!1 The State of 

Montana's reliance on the taxation of property to support 

education and local government has placed an unreasonable 

burden on the owners and occupants of habitable property in 

classes ~ftree, four,--~±x,--niner--twelve, and fourteen 

p~operty, as those classes are defined in Title 15, ch. 6, 

part 1. 

( 2) The legislature•s failure to give local 

governments and local school districts the flexibility to 

develop alternative sources of revenue will only lead to 

increases in the tax burden on the already overburdened 

property taxpayer. 

(3) The legislature is the appropriate forum to make 

the difficult and complex decisions to develop: 

(a) a tax system that is fair to property taxpayersi 

and 

(b) a method of providing adequate funding for local 

government and education. 

-2- INTRODUCED BILL 
HB I'll 
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(4} The legislature has failed in its responsibility 

to taxpayers, education, and local government, to relieve 

the tax burden on habitable property in classes three 7 four; 

~~x,-nin~r-twe±ve7 and fourteen. 

(5) The people of the State of Montana declare it is 

the policy of the State of Montana that no further property 

tax increases be imposed on habitaEle property in classes 

~hree, four,-s~xT-nine,-twe±¥ey and fourteen." 

Sect ion 2. Section 2, Initiative No. 105, approved 

November 4, 1986, is amended to read: 

"Section 2: Property tax limited to 1986 levels. (1) 

Except as provided in subsections (2) and (3), the amount of 

taxes levied on habitable property described in ±5-6-±337 

15-6-134,-l5-6-l367 -l5-6-l39,--l5-6-l4r, and 15-6-144 may 

not, for any taxing jurisdiction, exceed the amount levied 

fo~ taxable year 1986. 

(2) the limitation contained in subsection {1) does 

not apply to levies for rucal improvement districts, Title 

7, ch. 12, part 21; special improvement districts, Title 7, 

ch. 12, part 41; or bonded indebtedness. 

(3) New construction or improvements to or deletions 

from property described in subsection (1) is subject to 

taxation at 1986 levels. 

( 4) As used in this section, the 11 amount of taxes 

levied" and the .. amount levied" mean the actual dollar 
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amount of taxes imposed on an individual piece of property, 

notwithstanding an increase or decrease in value due to 

inflation, reappraisal, adjustments in the percentage 

multiplier used to convert appraised value to taxable value, 

changes in the number of mills levied, or increase or 

decrease in the value of a mill." 

Section 3. Section 3, Initiative No. 105, approved 

November 4, 1986, is amended to read: 

~section 3: Contingent effective date. (1) Except as 

provided in subsect~on (2), this act is effective July 1, 

1987, and applies to taxable year 1987. 

(2} This act will not become effective if, prior to 

July 1, 1987, an act is passed and approved that: 

{a) states that it is being enacted in response to 

this initiative; 

(b) reduces property tax on a statewide basis on 

habitable property described in i5-6-i337 15-6-1347 

l5-6-l367-l5-6-l39y-l5-6-l4i, and 15-6-144: and 

(c} establishes alternative revenue sources to replace 

revenue lost to local governments, school districts, the 

university system, and other property taxing jurisdictions 

as a result of the reduced property taxes.~ 

NEW S~~TION ._ Section 4. Purpose~ ( 1) It is the 

purpose of the legislature to base the taxation of housing 

for the support of local government on people's ability to 

-4-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1294/01 

pay. Since all people use housing, all who are able to do so 

will pay taxes to support local government. 

(2) The legislature hereby provides a new method of 

assessing and collecting most taxes now levied on housing. 

The replacement tax is based on the total adjusted gross 

income of all residents within each taxing jurisdiction. 

Like property taxes, the replacement tax will vary from 

place to place and year to year. However, unlike property 

taxes, the replacement tax will never force old, poor, and 

sick people to sell their homes because of high tax bills; 

nor will those who improve their homes be penalized by 

higher taxes. 

NEW SECTION. Section 5. Definitions. For purposes of 

[sections 4 through 20), the following definitions apply: 

(l) "Adjusted gross income'' means income as defined in 

15-30-111. 

( 2) noepartment'' means the department of revenue. 

(3) "Employee" means employee as defined in 15~30-201. 

(4) "Employer" means employer as defined in 15-30-201. 

(5) ••Governmental unit" means school districts, 

incorporated cities and towns, counties, and the state. 

(6) (a) ''Habitable property'' means: 

(i) all buildings, including single-family dwellings, 

condominiums, apartments, rest homes, cabins, and mobile 

homes, intended for permanent human habitation; and 
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(ii) buildings such as garages or 

normally associated with residences. 

storage sheds 

(b) ''Habitable property" does not include: 

(i) mobile homes, motor homes, trailers, campers, or 

other personal property held as stock-in-trade by 

distributor or dealer or used for recreational purposes; 

(ii) land; or 

a 

(iii) hotels, motels, or other property occupied 

principally by nonresidents, tourists, or other transients. 

(7) ''Resident" means resident as defined in 15-30-101. 

(8) (a) "Special taxing district" means any district 

established pursuant to state law that is: 

{il established by a unit of local government to 

provide a specific service or capital improvement; or 

{iil established 

department of state 

by an order of a district court or a 

government with the authority to 

establish a budget and levy mills to provide a specific 

service or capital improvement. 

(b) School districts are not special taxing districts. 

(9) ''Wages'' means wages as defined in 15-30-201. 

NEW SECTION._ Section 6. Duties of department. 

department shall: 

The 

( 1) estab1 ish a central computer system to keep 

records necessary to adntinister the replacement tax; 

(2) keep records showing the adjusted gross income of 
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each taxpayer for each governmental unit in which the 

taxpayer is a resident; 

(3) establish and maintain a list of all habitable 

property in the state; 

(4) continue to assess and keep records of the value 

of all habitable property; 

(5) determine questions of residency and other issues 

arising from the administration of the replacement tax; 

(6) revise state income tax forms or prepare 

additional forms as necessary to secure information 

necessary to administer the replacement tax; 

(7) audit replacement tax returns as necessary; 

(8) keep taxpayers' replacement tax records 

confidential, under the procedures established in 15-30-303; 

(9} provide forms and instru~tions to local officials. 

as necessary: 

(10) perform other duties as specifically provided in 

(sections 4 through 20]; and 

(11) adopt any rules necessary for administering the 

replacement tax. 

NEW SECTION. Section 7. Replacement tax imposed 

variable rates. {l) In addition to the tax imposed in 

15-30-103, a replacement tax is imposed on the adjusted 

gross income of all resident taxpayers of the state. 

( 2) The rate of tax may vary from year to year and in 
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each governmental unit. The tax rate in any governmental 

unit in a taxable year is 10% of the total mill levy imposed 

in that governmental unit that year. The total mill levy is 

the sum of all the levies imposed on property within a 

governmental unit. 

(3) The tax rate for each governmental unit must be 

applied to the adjusted gross income of each taxpayer 

residing in the governmental unit. 

NEW SECTION. Ser~ion 8. Habitable property exempt 

from taxation r_·xcept ions. {1) Habitable property is 

exempt from property taxation; however, special assessments 

or mills imposed by special taxing districts may be levied 

against habitable property and the property tax due on it 

collected. 

(2) Habitable property must continue to be assessed 

and its taxable value included in the governmental unit's 

tax base when county officials' salaries or 

indebtedness limits are calculated and the class of a 

town, or county is determined. 

bonded 

city, 

(3) If a single building is used or designed for use 

partially as habitable property and partially for other 

uses, the department shall determine the assessed value of 

each portion separately and exempt the habitable property 

from taxation as provided in subsections (1) and (2). 

NEW SECTiqN~ Section 9. Applicability to general 

-8-
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obligation bonds. (1) All general obligation bonds will 

continue to be an obligation of all property pledged to 

their redemption. 

(2) The replacement tax must 

alternate method of assessing and 

habitable property. 

be considered an 

collecting taxes on 

NEW SECTION. Section 10. Withholding. (l} Beginning 

January l, 1988, each employer shall deduct and withhold 

1.8\ of the wages paid to each of his employees residing in 

Montana, 10 addition to and separate from any other 

withholdings. 

(2) The employer shall indicate each employee•s 

residence on his withholding records. The employee•s 

residence as of his first employment of the year must be 

used throughout the year, even if the employee's residence 

is later changed. 

(3) The employer shall remit these withholdings and 

returns as required by the department according to the 

procedure contained in 15-J0-204. 

~E~ECTIO~ Section 11. Taxpayers not subject to 

withholding semiannual payment penalty. (1) On or 

before August 15 of each year, beginning in 1Q88, each 

resident taxpayer who is not subject to withholding under 

[~ection 10) shall pay 2% of his adjusted gross 1ncome for 

the first 6 months of that calendar year to the department. 
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{2} These payments must be deducted from the 

taxpayer's total replacement tax liability as shown on his 

replacement tax statement for that calendar year. 

(3) Any taxpayer ~ot subject to withholding who fails 

to make the semiannual payment required in this section is 

subject to a penalty of 10% of the semiannual payment due. 

(4) A person who becomes or ceases to be a resident of 

the state shall pay replacement taxes on the income he 

earned while a resident. He must make semiannual and final 

returns and payments. 

NEW SECTION. Section 1:2. Filing of return and 

calculation of replacement tax due. (1) After receiving a 

taxpayer's annual income tax return, the department shall 

calculate the taxpayer's total replacement tax liability for 

the previous year by applying the replacement tax rate for 

the governmental units shown on his withholding forms to his 

adjusted gross income, as reported on his income tax return. 

(2) As soon as possible after making this calculation, 

the department shall mail a statement to the taxpayer 

showing: 

(a) his total replacement tax liability 

previous year; 

(b) any 

credited to him; 

withholdings or advance partial 

(c) how these figures were determined; and 
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(d) any balance due the state. 

(3) If the amount withheld exceeds the taxpayer's 

total replacement tax liability by more than $1, the 

department shall refund the excess to the taxpayer. 

(4) If the taxpayer's total liability exceeds his 

withholdings or advance partial payment by more than $1, the 

taxpayer shall pay the tax due by the fifth day of the month 

after the statement was received. 

(5) Refunds may be made or statements of additional 

tax liability may be mailed when subsequent audits or 

amended returns alter a taxpayer's replaceme11t tax 

liability. 

NEW SEC'~ION. Section 13. Penalty and interest. ( 1 ) 

All replacement taxes not paid when due are delinquent, and 

interest of 2/3 of 1% per month must be collected on the 

unpaid balance. In addition, a penalty of 51 of the 

delinquent tax, except as provided in [section 11(3)), must 

be collected. 

( 2) All interest and penalties collected by the 

department must be placed in the replacement tax account and 

used by the department as partial payment of the cost of 

administration. 

NEW SECTION. Section 14. Collection of delinquent 

taxes. The department may use the procedure provided in 

15-30-311 for the collection of delinquent replacement 
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taxes. 

NEW SECTION. Section 15. Application for revision 

appeal. (1) An application for revision of replacement tax 

liability may be filed with the department by a taxpayer 

within 5 years after the original due date of the return. 

( 2) If the taxpayer is not satisfied with the action 

taken by the department on his application for revision or 

on questions of residency the department has resolved, he 

may appeal to the stat-_e tax appeal board, which shall have 

authority to grant tt.e claim or a portion of the claim. 

(3) A decision of the slate tax appeal board may be 

appealed to a court of competent jurisdiction. 

NEW SECTION. Section 16. Department to estimate total 

adjusted gross income in each governmental unit. (l) On the 

second Mnnday of July 1988, and eve!-y following year, the 

department shall furnish to the county treasurer in each 

county an official estimate of the total adjusted gross 

income of the residents living in each governmental unit. 

(2} In formulating these estimates, the department 

shall consider the adjusted gross income of the previous 

year. It may consider additional information it considers 

necessary. 

NEW SECTION. Section 17. Department to rev lew 

estimates and revise tax rates. (1) After receiving annual 

income tax returns, the department shall compare the 

-12-
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estimates of total adjusted gross income sent to the county 

treasurer with the total adjusted gross income actually 

reported on the returns. 

(2) If the estimate differs from the actual returns 

from any governmental unit in such an amount as to 

substantially overestimate or underestimate revenues, the 

department shall make an adjustment in the tax rate for that 

unit to more nearly produce the budgeted revenues. 

NEW SECTION. Section 18. Determining mill levies. (1) 

To determine mill levies, the county treasurer shall divide 

the revenue to be raised by the property tax and replacement 

tax in each governmental unit that year by the sum of the 

taxable value of all property 1n that unit, excluding 

habitable property, plus 10\ of the estimated total adjusted 

gross income of all taxpayers residing in that unit. The 

resulting figure is the mill levy for that governmental 

unit. 

(2) To determine a statewide levy, the department 

shall divide the revenue to be raised by property tax and 

the replacement tax that year by the sum of the taxable 

value of all property in the state, excluding habitable 

property, plus 10% of the estimated total adjusted gross 

income of all taxpayers residing in the state. The resulting 

figure is the mill levy for that state fur1d. 

(3) This method of calculating mill levies supersedes 
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existing methods of calculating mill levies, except for 

special taxing districts. 

NEW SECTION. Section 19. Landlord to notify tenant of 

property taxes no longer collected. In January 1988, each 

owner of residential rental property shall send to each of 

his tenants the following notice: ''We are no longer 

required to pay county, school, state, city, or town taxes 

on the rental building unit you occupy. Because of this, 

according to our calculations, you are entitled to a rent 

reduction of $ Your rent will therefore he $ 

NEW SECTION. Section 20. Disbursement of funds 

counties counties to share in administration costs. 

Replacement taxes collected by the department must 

to 

( 1) 

be 

deposited in the replacement tax account within the state 

special revenue fund, which account is hereby created. 

(2) In May 

shall send to each 

and November of each year, the department 

county treasurer the replacement tax 

collected in the same year from taxpayers in that county. 

The department shall also send each county treasurer 

official notice showing the amount of tax to be credited to 

each governmental unit. 

(3) The department shall bill each cOUltty for its 

proportionate share of the actual cost of administering the 

replacement tax. 

Section 21. Section lS~6-l34, MCA, is amended to read: 

-14-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1:! 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1294/01 

"15-6-134. Class four property -- description 

taxable percentage. (1) Class four property includes: 

(a) all land except that specifically included in 

another class; 

(b) all improvements except those specifically 

included in another class; 

tet--th~--£ir~t--$35,999-or-iess-~£-the-mark~t-vai~e-of 

afty-~mpro~ement-on-reai-prope~ty-and---apptlrteftant--land--not 

exe~eding--S--acres--owned--or--tlnder--contraet-£or-deed-and 

aet~a!iy-ocetip~ed-£or-at-lea~t--±6--months--a--year--as--the 

primary--residenttai--dweiiing--ef--any--per~on--whese-totai 

ineome--£rem--ail--sotlrees--±neitld±ng--otherw±se--tax-exempt 

±nee~e -of --all--types-ie-not-more-~h~M-$~6766S-~or-a-~in9ie 

per~on-or-$i~,999-£or-a-marr±ed-eo~pie; 

tdtill all golf courses, including land and 

improvements actudlly and necessarily used for that purpose, 

that consist of at least 9 holes and not less than 3,000 

lineal yards. 

(2) Class four property is taxed as follows: 

{a) Except as provided in 15-24-1402 or 15-24-1501, 

property described in subsections (l)(a) and (l)(b) is taxed 

at ~fte--~ax~~ie--pereen~age--rate--~p~ 3.86% of its market 

value. 

t~t--Prope~~y-de~eribed-~n-~~bseeti~n-tittet--is--taxed 

at--the~-~oxabie--pereentage--rate--upu--o£-its-mar~et-vHltle 
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mHltipTied-~y--a--pereentage--£igtlre--based--on--ineome--and 

determined-£rom-the-£ollow~ng-table~ 

Yneome 

Single-Per~on 

-$9-----$1,999 

l 7 9fH·----Z.y999 

r.,-961----3,999 

3,661----·f-;-999 

4,99!----5,669 

5,99!-----6,908 

6,&ei----:r,eee 
TT96l----9,999 

BytHH----9,666 

9y90l---la,eee 

~ncom.e 

Me:rried-eotlpie 

-sa-----$hr96 

%ri!tH:-~- ~;ty499 

r,4er----3,6ee 

3y69l----4y89S 

4,891----6.,-898 

6,aer----T,~se 

7,rer----a,4ee 

B.,-481----9,688 

9,6&±---±ttr889 

19,891---H.,-969 

Pet"eentoge 

Mlll:t-i-l'l!ltef" 

-9% 

18% 

r6% 

39% 

48% 

59% 

66% 

i'9% 

89% 

96% 

tetiEl Property described in subsection t1ttdt illJEl 

is taxed at one-half the taxable percentage rate--upu 

established in subsection (2)(a). 

t3t--Hnti:l-danttary-ly-l986,-the-taxable-pereentage~rate 

upu-~or-e:la~~-£oHr-preperty-is-8~55%7 

t4t--Pf"ior--to--dtlly-:l,-%986y-the-department-of-rewen~e 

shai:l-de~ermtne-the-taxable-pereentage-rate--•P"--applieabie 

to--eiass--~ollr-property-£or-the-rewaTttation-eyele-~eginn±ng 

danuary-l,-:l986.,-as-follow~7 

tat--~he-direetor-o~-tne-departmen~--af--re•entle--~ha:ll 

eerttfy--to-the-gove~nor-before-dttly-:l,-1986,-the-pere~ntage 

-16-
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1 by-wh%eft-ehe-appraised-•a~~e-ef-ail-property--ift--~he--~tate 1 69 5·34 

2 eia~~i£ied--ttnde~--ela~s--fonr--as--of--daftttary-%,-t986r-has 2 i'9 s.a~ 

3 ±nereased-dne-to-the-revalnation-eondtteted--nnder--15-1-iil-. 3 99 4•i'5 

4 Th±s--f±gttre-is-the-eerti£±ed-~tatew±ae-pereentage-±nerease. 4 99 4·59 

5 t~t--The-ta~ab~e-valtle-of-property--in--elass--fonr--is 5 %99 ·h~i' 

6 determ±ned---as---a--fnnet±on--of--the--eert±£ied--etatewide 6 ioio9 4o9i' 

7 pereenta9e-±nerease--in--aeeordanee--with--the--table--shown 7 ioi!Q 3·88 

8 eelew-. 8 io38 3•i''< 

9 tet- -lf'his--- ta bie- -lim±ts--t he- ·-stat ew±de- -ine'l"ease- -i-n 9 149 3·56 

10 texable-valttat±on--restllting--from--reeppraisal--to--9%•--Tn 10 t59 'h4i! 

ll ea±ett±etift~--tke-pe~eert~ege-i~e~ease,-the-depe~~ment-may-ftot ll ±68 3>26 

12 eo~~±der-ehange~-~e~ttiting-from-rtew-e~nstrttction7-additions, 12 '<i'9 3·16 

13 o~-de~etions-dttring-earendar-year-±9857 13 ±86 3.6s 

14 tdt--~~e--taxable--pereenta~e--mtlst--be--eaiettiated--by 14 198 '.!..94 

15 ±nterpo±ation--to--coincide--with--the--nearest-whoie-rtttmber 15 %89 i.6s 

16 certiE~ed-statewtOe-percentage-increa~e-from--the--~oi±owin9 16 i!HI i!•i'5 

l7 table-:- 17 i!i!9 i!>6'1 

18 €ert±Eied-Statew±de €lass-Pottr-~axab±e 16 i!39 i!o59 

19 Percentage-r~erease Percentage- 11 P11 19 ~49 i!·51 

20 0 Oo55 20 256 i!•44 

21 %9 i'•H 21 %69 i!di' 

22 i!9 'l·li! 22 i!i'O i!·3± 

23 39 6.5'1 23 %66 i<i'5 

24 48 6ot6 24 i!99 i'>l9 

25 58 Soi'O 25 399 i!ol3 
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tSt--Aft:er--cJtt:ly--:lr-:l986,-ne-at'ljt~~tmen~-may-be-made-by 

the-depa~tm~"t-te-the-~axah:le-~ercentage-~ate-- 0 PB--t~nt±:l--a 

re¥ai~ation-ha~-been-made-as-p~O¥~ded-in-l5-~-i:lio 

f6tlll Within the meaning of comparable property as 

defined in 15-1-101, property assessed as commercial 

property is comparable only to other property assessed as 

commercial property, and property assessed as other than 

commercial property is comparable only to other property 

assessed as other than commercial property." 

Section 22. Section 15-16-611, MCA, is amended to 

read: 

"15-16-611. Reduction of property tax for property 

destroyed by natural disaster. (1) The department of revenue 

shall, upon showing by a taxpayer that some or all of the 

improvements on his real property or a trailer or mobile 

home ~e-deee~ibed-in-~5-6-~42 have been destroyed to such an 

extent that such improvements have been rendered unsuitable 

for their previous use by natural disaster, adjust the 

taxable value on the property, accounting for the 

destruction. 

(2) The county treasurer shall adjust the tax due and 

payable for the current year on the property under 15-16-102 

as provided in subsection (3) of this section. 

(3} To determine the amount of tax due for destroyed 

property, the county treasurer shall: 
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{a} multiply the amount of tax levied and assessed on 

the original taxable value of the property for the year by 

the ratio that the number of days in the year that the 

property existed before destruction bears to 365; and 

(b) multiply the amount of tax levied and assessed on 

the adjusted taxable value of the property for the remainder 

of the year by the ratio that the number of days remaining, 

in the year after the destruction of the property bears to 

365. 

( 4) This sectir,n does not apply to delinquent taxes 

owed on the destroyed property for a year prior to the year 

in which the property was destroyed. 

(5} For the purposes of this section, "natural 

disaster" includes but is not limited to fire, flood, 

earthquake, or wind.'1 

Section 23. Section 15-J0-121, MCA, is amended to 

read: 

'
1 15-30-121. Deductions allowed in computing net 

income. In computing net income, there are allowed as 

deductions: 

(l) the items referred to in sections 161 and 211 of 

the Internal Revenue Code of i954 1986, or as sections 161 

and 211 shall be labeled or amended, subject to the 

following exceptions which are not deductible: 

(a) items provided for in 15-30-123; 

-20-
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(b) state income tax paid; 

(2) replacement tax imposed by [section 7] paid; 

titlll federal income tax paid within the taxable 

t3tl!l 

services as 

expenses of 

outlined in 

household and dependent care 

subsections t3ttat~ through 

t3ttet~ and subject to the limitations and rules as set 

out in subsections t3tt<ltl!ll<il through t3ttftl~lill as 

follows: 

(a) expenses for household and dependent care services 

necessary for gainful employment incurred for: 

(i) a dependent under 15 years of age for whom an 

exemption can be claimed; 

(ii} a dependent as allowable under 15-30-112 ( 5)' 

except that the limitations for age and gross income do not 

apply, who is unable to care for himself because of physical 

or mental illness; and 

(iii) a spouse who is unable to care for himself 

because of physical or mental illness; 

(b) employment-related expenses incurred for the 

following services, but only if such expenses are incurred 

to enable the taxpayer to be gainfully employed: 

(i) household services which are aLtributable to the 

care of the qualifying individual; and 

(ii) care of an individual who qualifies under 

-21-
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subsection t3ttatl!li!l; 

(c) expenses incurred in maintaining a household if 

over half of the cost of maintaining the household is 

furnished by an individual or, if the individual is married 

during the applicable period, is furnished by the individual 

and his spouse; 

(d) the amounts deductible in ~~b~eeeio" subsections 

t3tta t l!li!l through t3ttct~ are subject to the 

following limitations: 

(i) a deduction is allowed under subsection 

t3tta7~ for employment-related expenses incurred during 

the year only to the extent such expenses do not exceed 

$4,800; 

(ii) expenses for services in the household are 

deductible under subsection t3 tta t .i.!.L.U!J. for 

for 

that 

employment-related expenses only if they are incurred 

services in the taxpayer's household. except 

employment-related expenses incurred for services outside 

the taxpayer's household are deductible,. but only if 

incurred for the care of a qualifying individual described 

in subsection t3ttattit(4)(a)(i) and only to the extent such 

expenses incurred during the year do not exceed: 

and 

(A) $2,400 in the case of one qualifying individual; 

(B) $3,600 in the case of twu qualifying individuals; 
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(C) $4,800 in the case of three or more qualifying 

individuals; 

(e) if the combined adjusted gross income of the 

taxpayers exceeds $18,000 for the taxable year during which 

the expenses are incurred, the of the 

employment-related expenses incurred 

amount 

must be reduced by 

one-half of the excess of the combined adjusted gross income 

over $18,000; 

(f) for purposes of this subsection t3tl!l: 

{i) married couples shall file a joint return or file 

separately on the same form; 

(ii) if the taxpayer is married during any period of 

the taxable year, employment-related expenses incurred are 

deductible only if: 

(A) both spouses are gainfully employed on a 

substantially full-time basis; or 

(B) the spouse is a qualifying individual described in 

subsection f3ttettii±t(4)(a)(iii): 

(iii} an individual legally separated from his spouse 

under a decree of divorce or of separate maintenance may not 

be considered as married; 

be 

(iv) the deduction for employment-related expenses must 

divided equally between the spouses when filing 

separately on the same form; 

(v) payment made to a child of the taxpayer who is 

-23-
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under 19 years of age at the close of the taxable year and 

payments made to an individual with respect to whom a 

deduction is allowable under 15-30-112(5) are not deductible 

as employment-related expenses: 

f4till in the case of an individual, political 

contributions determined in accordance with the provisions 

of section 218(a) and {b) of the Internal Revenue Code that 

were in effect for the taxable year ended December 31, 1978; 

t5t~ that portion of expenses for organic fertilizer 

allowed as a deduc:.ion under 15-32-303 which was not 

otherwise deducted in computing taxable income; 

t6t1ll light vehicle license fees, as provided by 

61-3-532, paid during the taxable year; 

t7ti!l fees in lieu of taxes on motorcycles and 

quadricycles, as provided by 61-3-541, paid during the 

taxable year; and 

t8tf1l contributions to the child abuse and neglect 

prevention program provided for in 41-3-701, subject to the 

conditions set forth in 15-30-156. (Subsection (8) (now 

(9)) terminates January 1, 1990--sec. 13, Ch. 610, L. 

1985.)" 

NEW SECTION. Section 24. Repealer. Section 15-6-142, 

MCA, is repealed. 

NEW SECTION_~_ Section 25. Severability. If a part of 

this act is invalid, all valid parts that are severable from 

-24-



LC 1294/01 

1 the invalid part remain in effect. If a part of this act is 

2 invalid in one or more of its applications, the part remains 

3 in effect in all valid applications that are severable from 

4 

5 

the invalid applications. 

NEW SECTION. Section 26. Applicability. This act 

6 applies to taxable years beginning after December 31, 1987. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB841 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act providing for a replacement tax for the property tax now levied on habitable property and providing a 
method for administering the tax; and providing an applicability date. 

ASSUMPTIONS: 
1. The proposed replacement tax will be distributed during the same year that the income tax return is filed. 

FISCAL IMPACT: 
The proposed law would have no significant impact on state or local property tax revenues. It would, however, 
result in a significant increase in county expenditures. Under the proposed law, the Department of Revenue must 
bill each county for its proportionate share of the actual cost of administering the replacement tax. The cost of 
administering the replacement tax would be as follows: 

Expenditure Impact: 
Data Processing 
Withholding and Audit 
Estimated Tax and Collections 

TOTAL 

1st Year 

$1,632,900 
218,596 
82,460 

$1,933,956 

2nd Year 

$1,163,028 
917,027 
266,000 

$2,346,055 

3rd Year 

$1,163,028 
771,077 
266,000 

$2,200,105 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
Under the proposed law, residential property would be exempt from property taxation after December 31, 1987 but 
replacement revenue would not be provided until May FY89. 

It may not be possible to implement the proposed law by the applicability and effective dates. 

ali-;&' J. DATE ;2._ --· _,..( • ( / -~-;E_') DATE /( /,/'i. ? 
DAVID L. HUNTER, 
Office of Budget and Program Planning 

Fiscal Note for HB841, as introduced. 
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