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__[ﬁag__ siLL No. _ F442

INTRODUCED BY @an

Q BILL FOR AN ACT ENTITLED: “AN ACT TO REVISE THE MONTANA
INDIVIDUAL INCOME TAX SYSTEM AND THE METHOD OF CALCULATING
THE AMOUNTS AVAILABLE FOR FOUNDATION PROGRAM AND PERMISSIVE
PROGRAM SUPPORT FOR ELEMENTARY SCHOOLS AND HIGH SCHOOLS FOR
THE PURPOSE OF BALANCING THE FISCAL 1988-8% GENERAL FUND
BUDGET; AMENDING SECTIONS 15-1-501, 15-30-101, 15-30-103,
15-30-105, 15-30-111, 15-30-131,

15-30-132, 15-30-135,

15-30-136, 15-30-141, 15-30-142, 15-30-144, 15-30-146,

15-30-162, 15-30-303, 15-31-202, 17-5-408, 19-3-105,
19-4-706, 19-6—705, 20-9-303, 20-9-318, 20-9-319, 20-9-343,
20-9-348, 20-9-352, 53-2-101, AND 67-11-303, MCA; REPEALING
SECTIONS 15-30-112 THROUGH 15-30-117, 15-30-121 THROUGH
15-30-123, 15-30-125, 15-30-126, 15-30-156, 15-30-157,
15-30-161, AND 20-9-351, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-1-501, MCA, is amended to read:
®15-~1-501. Disposition of noneys from certain

designated license and other taxes. {1) The state treasurer

shall deposit to the credit of the state general fund all

moneys received by him from the collection of:
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(a) fees from driver's licenses, motorcycle
endorsements, and duyplicate driver's licenses as provided in
6l-5-121;

{b) electrical energy producer's license taxes under
chapter 51;

{c) severance taxes allocated tco the general fund
under chapter 3&;

{d) 1liguor license taxes under Title 16;

(e} telephone [company] license taxes under chapter
53; and

{€) inheritance and estate taxes under Title 72,
chapter 16,

(2) Beventy-five--percent--of-atl-moneys-received-£from
tha--cotisction-—-of--incoeme——taxes--under--chapter--30--—and
corporation——-iicense--and--income--taxes—-under--chapter-3iy
except-as-provided-in-15-31-702y-shati-be-depeaited--in-—the
general-——fund—-subject-to-the-pricr-piedge-and-appropriaticn
of-such-income-tax—and-corperation-ticense--tax--collections
for——-the--payment--of-itong-range—buitding-program-bondsc—TFhe
remaining-254-0f-the—proceeds——of--the--corporatian——-ticense
tany———excluding---that--alteecated—-toa——-the--counties——under
15-31-7827-cerpoaratisn-inceme-taxy-and-inceme—tax--shaii--be
deposited--to--the——credit-of-the-state-speciai-revenue-fund

for-state-equatization-atd-te-the-pubiic-scheotas-of-Montana~

All moneys received from the collection of income taxes

INTRODUCED BILL
HE-E9A
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under chapter 30 of this title ghall be deposited as

follows:

(a) 58.2% to the credit of the state general fund;

{(b) 10,0% to the credit of the debt service account

for long-range building program bonds as described in

17-5-408; and

{c) 31.8% to the credit of the state gpecial revenue

fund for state equalization aid to the public schools of

Montana as described in 20-9-343.

(3) All moneys received from the collection of

corporation license and income taxes under chapter 31 of

this title, except as provided in 15-31-702, shall be

deposited as follows:

{a} &64% to the credit of the state general fund;

(b) 11% to the credit of the debt service account for

long-range building program bonds as described in  17-5-408;

and

{c) 25% to the credit of the state special revenue

fund for state equalization aid to the public schools of

Montana as described in 20-9-343.

+3¥(4) The state treasurer shall also deposit to the
credit of the state general fund all moneys received by him
from the collection of license taxes, fees, and all net
revenues and receipts from all other scurces under the

operation of the Montana Alcoholic¢ Beverage Code.
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t4¥{5) Thirty-three and one-third percent of the total
collections of the o0il severance tax under chapter 36 shall
be deposited into the local government block grant account
within the state special revenue fund. After the
distribution provided for im 15-36-112, the remainder of the
oil severance tax collections shall be deposited in the
general fund."

Section 2. Section 15-30-101, MCA, is amended to read:

"15-30-101. Definitions. For the purpose of this
chapter, unless otherwise required by the context, the
following definitions apply:

(1) "Base year structure" means the feitowing-eiements
ef—the-inceme—tax-skructures

fa?—;bhe tax brackets e;tablished in 15-30-103; but
unadjusted by subsection +2}% (3) of 15-30-103, in effect on
June 30 of the taxable years

tht--the---mxemptions—-~contained---in--15-38-i2;--but
unadjuated-by-subsections-—{Fy--and--t8r--of--35-36-1i2;—in
effect-on-June-38-of-the-taxabie-year:

tci-—the——-maximum---standard---deduction--provided--in
i5—39—}227—but*unadjushedjby—subsectéon-fﬂf—of—i5—36~1227—in
effeck-an—~June-3a-of-the-taxabie-year.

(2) “"Consumer price index" means the consumer price
index, United States city average, for all items, using the

1967 base of 100 as published by the bureau of labor

-4 —
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statistics of the U.S. department of labor.

(3) “Department”" means the department of revenue.

(4) "Dividend” means any distribution made by a
corporation cut 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 capitalized, to
shareholders in proportion to their previous holdings.

{5) “Fiduciary" means a guardian, trustee, exeacutor,
administrater, receiver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

{6} "Foreign country" or “foreign government" means
any jurisdiction other than the one embraced within the
United States, its territories and possessions.

{7) "Gross income" means the taxpayer's gross income
for federal inccome tax purposes as defined in section 61 of
the Internal Revenue Code of-1954-or-as-that-section-may-be
tabeted--or--amended;—-exectuding--unemplioyment--compensation
tnetnded-—-in--federat--gross--income-under-the-provisisns-of
section-B5-of-the-Internal-Revenuve-2ode-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 taxable year by the consumer price index for
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Juney-1986 1987.

(%) "Information agents" includes .all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, employers, and all cfficers
and employees of the state or of any municipal corporation
or political subdivision of the state, having the control,
receipt, custody, disposal, or payment of interest, rent,
salaries, wages, premiums, annuities, compensations,
remunerations, emoluments, or other fixed or determinable
annual or periodical gains, profits, and income with respect
to which any person or filduciary is taxable under this
chapter.

{10) "Knowingly" is as defined in 45-2-101.

{11) "Net taxable income" means-—the--—adjusted—-greas
income-~of--a--taxpayer--iess-the-deductiona-atiowed-by~this

chapter is the federal taxable income of a taxpayer,

including interest received from obligations of another

state or political subdivision thereof, less the adjustments

specified in 15-30-111.

{12) "Nonresident” refers to a person who has not

established a residence in this state during the taxable

year.

£2¥(13) "Paid", for the purposes of the deductions and

credits under this chapter, means paid or accrued or paid or

—f -
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incurred, 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.

(14) "Part-year resident” refers to a taxpayer who is a

resident of this state and another state during the

taxpayer's taxable year.

t333(15) "Purposely"” is as defined in 45-2-101.

€14¥(16) "Received”, for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term ‘"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.

t¥54+(17) "Resident" applies only to natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, 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 absent
from the state and has not established a residence
elsevhere,

t16}-4¥axable-incomel-meanas-the-adinsted--groas——-income
of-—g~~taxpayer--iess-the-deduetions-and-exemptions-provided
for-in-this-chapters

t373(18) "Taxable year" means the taxpayer's taxable
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year for federal income tax purposes.

+¥8¥(19) "Taxpayer" includes any person or fiduciary.
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

Section 3. Section 15-30-103, MCA, is amended tc read:

"15-30-103. Rate of tax. (1) There shall be levied.
collected, and paid for each taxable year commencing on or
after December 31, 1968 1986, upon the net taxable income of
every taxpayer subject to this tax, after-mmking-aitowance
for-exemptiona-and-deductions-as-hereinafter-provided except

those subject to subsection (2), a tax on the following

brackets of net taxable income, as adjusted under subsection
t2¥ (3}, at the following rates:
tar——en——the-firast-51;000-0f-taxable-inceme-or-any-part
thereofy-2%:
tbi-—-on-the-next-$1;000-of-taxabte-income-or~—any--part
thereaf;-3%;
tec}-—en——the——next-$27008-of-taxable-itncome-or-any-part
thereofr-4%+
td}--on-the-next-52;000-cof-taxable-income—or—--any—-part
theresf;-5%;
tef-~on--the--next-$2;008-ef-taxablie-income-or-any-pare
thereof;-6%7
tEy——oan-the-next-327686-of—taxabie-income-eor--any-—part

thereaf; -7k
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tg)--on--the--next-54;000-of-taxablte—inceme-or-any-part
thereofr-6%7

thi--on-the-next-$67800-0f-taxabte-income-or-—any--part
shereaf;-O0%s

tiy-—on-—the-next-$157008-of-tanable-income-or-any-part
thereof; -X8%+

t3¥--en-any-taxabiz-income-in-excess-o£-5357006-0r-—any
part-therecfy-1%<

(a) $C to 54,500 of net taxable income, 4% of net

taxable income;

(b) over $4,500 to $12,000 of net taxable income, $180

plus 6% of net taxable income over 54,500;

(c) over $12,000 of net taxable income, $630 plus 8%

of net taxable income over $12,000.

(2} There shall be levied, collected, and paid for

each taxable year commencing on or after December 31, 1986,

upon the net taxable income of every taxpayer filing a

return using the married filing separate status a tax on the

following brackets of net taxable income, as adjusgted under

subsection (3), at the following rates:

(a) S0 to 82,250 of net taxable income, 4% of net

taxable income;

{b) over $2,250 to $6,000 of net taxable income, 590

plus 6% of net taxable income over $2,250;

(c) over $6,000 of net taxable income, $315 plus 8% of
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net taxable income over $6,000.

t23(3) By November 1 of each year, the department
shall multiply the bracket amount contained in subsectieon
Subgections (1) and (2) by the inflation Factor For that
taxable year and round the cumulative brackets to  the
nearest $100. The resulting adjusted brackets are effective
for that taxable year and shall be used as the basis for
imposition of the tax in swbsectien subsections (1) and {2)
of this section,®

Section 4. Section 15-30-105, MCA, is amended to read:

"15-30-105. Tax on nonresident -- alternative tax
based on gross sales. (1) A like tay is imposed upon every
person not resident of this state, which tax shall be
levied, collected, and paid annually at the rates specified
in 15-30-103 with respect to his entire net income as herein
defined from all property owned and from every business,
trade, professicn, or occupation carried on in this state.

({2) Pursuant to the provisions of Article I1I, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does not own or rent real
estate or tangible personal property within Montana and
whose annual gross veolume of sales made in Montana during
the taxable year does not exceed $100,000 may elect to pay

an income tax of 1/2 of 1% of the dollar volume of gross

~-10-
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sales made in Montana during the taxable year. Such tax
shall be in lieu of the eax taxes imposed under 15-30-103

and [secticn 5]. The gross volume of sales made in Montana

during the taxable year shall be determined according te the
provisions of Article IV, sections 16 and 17, of the
Multistate Tax Compact.,"

NEW SECTION. Section 5, Montana alternative minimum
tax. (1) A minimum tax shall be levied, collected, and paid
for each taxable year commencing on or after December 31,
1986, upon the income of every taxpayer subject to the
provisions of this chapter.

{2} A person who is a resident of Montana shall file a
Montana alternative minimum tax return if he:

fa) is required by sections 55 through 59, Internal
Revenue Code, to file a federal alternative minimum tax
return; or

{b) has received interest Erom obligations of another
state or political subdivision thereof that are exempt from
taxation pursuant to secticn 103(a) of the Internal Revenue
Code and the amouﬁt of interest exceeds:

(i) $40,000, if married filing jointly;

(ii) $30,000, if single or head of household;

(1ii) $20,000, if married filing separately.

(J} A person who 1is a nonresident or who 1s a

part-year resident of Montana shall file a Montana

-11-~
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alternative minimum tax return if he has one or more tax
preference items as defined in sections 55 through 59 of the
Internal Revenue Code that are attributable to income
derived from sources in this state and that income exceeds:

(a) $40,000, if married filing jointly;

(b} 830,000, if single or head of household;

(c) $20,.000, if married filing separately.

{4) Por a resident, the taxpayer's federal alternative
minimum taxable income must be increased by the amount of
interest received from obligations of another state or
political subdivision thereof, which sum shall be reduced by
the following:

{a) all interest received £frcm obligations of the
United States government;

{b) all railroad retirement benafits; and

{c) all income earned by an enrclled member of a
federally recognized Indian tribe while living and working
on a federally established Indian reservation.

{5) ({a) For a nonresident or part-year resident, the
taxpayer's federal alternative minimum taxable income must
be prorated to determine his Montana alternative minimum
taxable income. The profated income is arrived at by
dividing thé Montana income determined pursuant to 15-30-131
or |[section 8] by the federal adjusted gross income and

multiplying this percentage by the taxpayer's federal

-2~
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alternative minimum taxable income.

(b) The taxpayer's prorated Montana alternative
minimum taxable income is then adjusted to include the
interest received from obligationas of ancther state or a
political subdivision thereof, if the interest is used in a
trade, occupation, or business carried on in this state;

(c} The taxpayer's prorated Montana alternative
minimum taxable income must then be reduced by:

{i) all 1interest received from obligations of the
United States government;

(ii) all railroad retirement benefits; and

(iii) all income earned by an enrolled member of a
federally recognized 1Indian tribe while living and working
on a federally established Indian reservation.

(d)} For residents, nonresidents, and part-year
residents, the rates provided for in 15-30~103 must be
applied to the Montana alternative minimum taxable income.
The taxpayer shall pay the greater amount of the Méntana
alternative minimum tax or the tax provided for in:

{i) 15-30-111, if a resident;

[ii) 15-30-131, if a nonresident; or

(iii) [section 8], if a part-year resident.

(6) EBach taxpayer shall furnish with his Montana
alternative minimum tax return’ a copy of his federal

alternative minimum tax return.
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Section 6. Section 15-30-111, MCA, is amended to read:

"15-30-111. Adjusted-gross Montana net taxable income

for residents., (1) Adjusted—gress Montana net taxable income

for residents shall be the taxpayer's federal income—tax
adjusted-qress taxable income as defined in seetion—-62-—-of
the Internal Revenue Code of-1954-sr-as-that-section-may-be
tebeied-~er--amended and in addition shall include the
following:

(a) all interest received on obligations of another
state or-territory-or--county;-—muenicipaliety;--ditsericty or
other political subdivision thereof;

(b) ali refunds received of federal income tax in
1387, to the extent the deduction of such tax resulted in a
reduction of Montana income tax liabilitys-and

tey——that--portion--of--a--shareholder‘s--income——opnder
subchapter-9--of-Ehapter-t-of-the-Internai-Revenue--Eode--of
1¥954--that-has-been-reduced-by-any-federal-taxes-paid-by-the
subehapter-S--corpsration-sn-the-tneome.

{2) MNotwithstanding the provisions of the fedearat

Internal Revenue Code of--1954--as--iabeled—-or--amendeds;

ad4usted-groms, Montana net taxable income does not include

the following, which are exempt from taxation under this
chapter:
{a) all interest income from cbligations of the United

States government7*“Athe***state———of~——Montana7——;cocntYT

-14-
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nunteipalityr---drstrict;—or--other—-politieal-—-anbdivision
thereof;
tby--interest-income-earned-by-a--taxpayer--age——65--o»
cider-—inﬁ—a——taxabie—uyear'—up--te—and-inciuding—saee-far—u
taxpayer—fitinq—é—separate—return~and—$ivsee—£o:-each-—jaint
returny
fc}~—ai}—benefita—received—under*the-?ederai~Empicyees*
Retiremcnt—hct—not—in—exce:a-of—$375967
tdy--att--benefits;--not-in-excess-of-5366;-recnived-as
an-annuttyr-pensiony--or--endewment--under--any--private--s»
eorporate-retirement-ptan-or—system;
tey--att--benefita--paird-under-the-teacheral-retirement
taw~which-are-spectfied-as-exempe-from-taxation-by-19-4-7867
ff}—-aii~benefits——paid-—under—m?he——Pubi£e~—Empiayeesl
Retirement--System—-Act—-which--are-specified-as-exempt-£rom
taxation-by-19-3-3185+
tgr-—ati--benefits--paid--under--the---highway---patrot
recirement-—taw--which-are-specified-ns-exempt-from-taxatisn
by-19-6-785+
fh}——aiiﬁnonbana—income—bax—:eiunds—or—credits—thereofr
fi1-~ai£—bene§its—paid—under—iB-ii—GBZv—iQ—}i-6947——and
$9-33-605---to--retired--and--disabied--firefighters;-—their
surviving-spouses-and-esrphans;
fj1—~a}i——benefits——paid——unde:——the‘Amunieipa}—-poiice

afficersl——fetérement——system——thnt“—are-speciEied—as—exempt
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Erom-taxation-by-19-3-3865+
thkt——qain-required-to-be-recognired-—by--a--tiquidating
corporation-under—15-3¥-3i3f:ytaytietys
tir-~art---tipa--covered--by--section--3492¢ky~-0f--the
Internali-Revenne-code-of-1+5547-as-amended-and-appticablie--on
dJanuary-—-t7--1983y-recetved-by-persona-for-services-rendered
by-them—to-patrona-eof-premises--ticensed--to--provide--fosds
beverage;-or-isdging;
tm¥y-—att---benefits- - -recejived-—-under—-—the——-workeral
compensation-tawsr-and
tn}--ati-heatth-inanrance-premtums-paid-by-an- -empioyer
for~-an—-employee--itf-—artributed--as-income-to-the-empioyee
under-federat-taws
$t3}--in-the-case-af-a-sharehoider-of-a-corparatien-with
reapect-to-which-the-eleetion-provided-for—-under—-subchapter
S=z--—of-—the-fnternat-Revenue-Code-of-19547-as-amended;—+s-1n
effect-but-with-respest-to-which-the-ciection--provided——for
under~-15-31-2025--aa——amended;—-is-—not-in—-effack;-adjusted
gross-ineome-dees-not-inciude-any-part—-of-the--cerperationts
undistributed--tanabte--incomer—-net-operating-toss;-capitat
gatns-or-other-gainay-profits;--er--toases--required--to-—be
inciuded--in--the-—shareholdertis-federal-income-tax-adjustad
gross—inceme—by-reason-of-the-satd-election-under—subchapter
Sr-Hewever;-the-sharehotderia-adijusted--gross--income—-shait

ineinde—-actuat--distributions—-from--che-esrporatron-to-the

~16~
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extene-they-wonld-be-treated-as--caxable—-dividenda-—:f--the
subchapter-9:-eltection-were-not—-in-effeckt-
t4)--A--sharehoider--of--a-BiSE-that-is-exempt-—from—the
corporation—ticense—tag-under-1+5-33-182¢1y¢t1j-shari--inetude
in-his-adjusted-gross-income-the-earnings—-and-profits-sf-the
BiS€~-in-the-same-manner-as—-provided-by-federai-taw-tsection
9957-fnternal-Revenne-2adey-for-att-pericds--for--whieh-—the
DiS€-etection-is-effestives
t5}--A—-taxpayer--whor--in-determining-federat-adjusted
groas-income; has-redunced--his——-businesaz--deductiona--by-——an
amount-for-wages-and-sataries-for-which-a~federat-tax-credit
was--elected--under-section-44B-of-the-Internat-Revenua-Sode
of-1954-ar—aa-that-section-may-—be—-tabeled--or--amended--is
airiowed—-to-deduet-the-amount-of-such-wages—and-salaries-patd
regardiess——of--the-credit-taken--Fhe-deduection-muat-be-made
in-the-year—-che-wages-and-sataries-were-used-to-cempute-—the
credttr——In-—the--ecase—-pf--a--partnership-or-smait-busineas
corporatieny-che-deductien-must-be-—made—-to—-determine—-the
amount--of ——ineome--or-—toss—-of--the--partnership--or-amaii
business-corporations
t6Y--Marricd-taxpayers—-fiting-a--joint—-£federat--return
who--musat--inciude—part-of-their-seciat-secenrity-benefita-or
part-ef-their-tier-1-raitroad-retirement-benefita-tn-federal
adiusted-gross-income-may-aptit-the—-federat--base--used-——in

eateniation--of~--federat-taxabte-social-security—benefita-or
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federat-taxabie-tier-t-~ratiroad--retirement-—benefibs-——when
they—-filte--separate-Montana-income—-tax-returns--The-federal
base-must-be-spiit-equaliy-on-the-Mentana-returns
t?y—-A---taxpayer—--receiving--—-retirement-—-disabitity
benefits—whe—~has——not-—attained--age--65-by-the-end-of-the
texable-year-and-who-has-retired-as-permanentiy~and--totatiy
disabied--may--excinde-from-adiusted-gross-income-up-te-$166
per-week-received-as-wages-or-paymenta-in-lieu-of-wages——for
a--period--during-which-the-empicyeea-is-absent—from-work—due
eo-the-disabitity-—-if-the-adjusted-gross-income-before—thia
exciusion-nnd—befare—3ppiicntion~of~bhe-~tua—earner—-m&rried
coupie-—deduction--exceeds--91576687--the-excess-reduces-the
exciusion-by-an-equai-amounts-Fhis--timitation--affects——the
amoune-—ef-exciuvstony-but-not-the-taxpayeris-etigibittity-for
the-exeiuvsion——Ff-etigibier-married-individuais-shali-apply
the-exclusion-separatetyr——bue--the--timitatton--for--incame
exceeding--§i57;808-is-determined-with-respect-to-the-spouses
on-their-combined-adiuasted-gross=-income-FPor-the-purpose——of
this-—aubsectiony--permanentiy--and--totaily--disabled-means
unabie-tc-engage~in-—any--subatantini--gainfui--activity--by
reason-—ef-—any--medieatiy--determined--physicat--or--mental
impairment-tasting-or-expected-to-tasc-at-teast—-12--montha-

{b) all railroad retirement benefits;

(¢) all income earned Dy an enrclled member of a

federally recognized Indian tribe while living and_ working
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on a federally established Indian reservation.

(3) A taxpayer who elects to itemize his deductions

from income on his federal return for tax year 1987 and who

is required o pay additional federal tax due in 1987 for

the 1986 tax year may deduct the federal tax paid in 1987

from his Montana net income."

Section 7, Section 15-30-131, MCA, is amended to read:

"15-30-131. Nenresident----and----temporary---restdent
taxpayers---—-adjusted-groess-income---—deductions Montana net
taxable income for nonresidents. (1) tm--the--case--of-—a

taxpayer--other-~-than-—a-reatdent-of-this-statey Montana net

taxable income for nonresidents is derived from adjusted

gross income from sources within and without the state,

determined as follows:

{a) Montana adjusted gross income includes the entire
amount of federal adjusted gross income from sources within
this state, but shail does not include income from
annuities, interest on bank deposits, interest on bonds,
notes, or other interest-bearing obligations, or dividends
on stock of corporations except to the extent to which the
same shall-be are a part of income from any business, trade,
profession, or occupation carried on in this state.
Interest income from installment sales of real or tangible
commercial or business property located in Montana must be

included in adjusted gross income, Adjusted-groas-inesome
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from——-sources—-within-—-and--without--this—-state—-shali-——-be
atiocated--and-—-apportioned-—under--ratse--prescribed-by-the
departments
t2¥y-—-In-the-cass-of-a—-taxpayer—-other-than-a-resident-of
this-state-who-is-a-resident-ef-a-—atate-rthat-imposes--a--tax
on-the-tneome-of-naturai-peraons-residing-within-that-stater
the---deductions--—-altewed-~—tn--computing--—net--income--are
restricted-to-those-directiy-connected-with—-the--production
af-Mantana-incomes
t31--En-the-casa-sf-a-taxrpayer-other-than-a-reaideat-of
this-state-who-iz-a-resaident-of-g-atate-that-does-not-impose
a--tax-on—the-income-of naturai-persens-restding-within-that
state;-the-deductiona-atiowed-tn-computing- net--inceme——are
reastricted--to-the-greater—of-those-directiy-retating-to-the
preduetion-of-Montana-inceme-or-a-provrated-amount--of--those
atiowed - -undef---15-36-12¥+v--—-For-—--the--purposes-—-of-~-this
subsection;-deductions-attowed-under-15-38-12t-appiy-eniy-to
earned-income-and-must-be-prorated-according--to--the--ratio
that-—the——taxpayeria-—Montana-—earned--income—-bears-to-his
federal-sarnad-tncomes
t+4¥-~A-—temporary--resident--shaii--be--aitowed-—-thosae
deductiona-and-the-credit-under-i5-32-109-atiowed-a-resident
to--the-—extent-that-sueh-deductions-ar-credit-were-actnaily
incurred-or-expended-in-the--state--sf--Montana--daring-—the

courae—of-his-residencys
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¢t5)~-Feor--the-purposas-of-this-sectiony-Learned-income®
shati-be-definsd-as—the-same-term-is-dafined-in--—section--43
of--the--Internai--Revenue-—-€odey——~or——aa-—-that—-section-may
subsegquentiy-be-amended:

t6)--Notwithstanding-the-provisiona-ef-subsections—-{2¥
and-—-{3ys~~any-contribution-—made-afeer-Becember-31;-3582;-kg
the-atate-cf-Montana--or—--2—-poiitticat--subdivision—-thereaf
shati--be--an--ailowabte--deduetion—in-eomputing-net-incomes
FPhe-deduction-ts-asubject-to-the-~timitarions——ser——Forkh——in
section-176-of-the-¥nternat-Revenue-Code—of-19547-as-tabeted
er-amended~

{b} To determine his Montana net taxable income, a

nonresident may deduct from his Montana adjusted gross

income only the following items:

{i) a prorated part of the federal exemption provided

for in section 151 of the Internal Revenue Code;

({ii} a prorated part of the taxpayer's federally

allowed home mortgage interest;

(iii) a prorated part of the taxpayer's Cfederally

allowed medical expenses;

{iv) all sums donated to:

{A} an organization qualified under section 501{c)(3)

of the Internal Revenue Code to receive tax-exempt

contributions, which conducks its principal activity in this

tate; or
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{B) the state of Montana or a political subdivision or

agency thereof;

(v) all railrovad retirement benefits;

{vi} all interest received from United States

obligations;

{vii) all income earned by an enrolled member of a

federally recognized Indian tribe while living and working

on a federally established Indian reservation.

fc} The prorated part referred to in subsections

(1}{b)(i) through (1)}(b)(iii) is determined by multiplying

the ratio of Montana adjusted gross income to federal

adjusted gross income by the federally allowed deductions

specified in subsections (1){b)(i) through (1}({b)(iii).

(d) The department may adopt rules for allocating and

apportioning adjusted gross income from sources within and

without this state.

t7¥(2) For purpases of this section, "installment
sales”" means sales in which the buyer agrees to pay the
seller in one or more deferred installments.

{3) The nonresident's Montana net taxable income is

subject to the rates provided in 15-30-103."

NEW SECTION. Section 8. Montana net taxable income
for part-year residents. (1) To determine Montana net
taxable income, a part-year resident may deduct from his

Montana adjusted gross income a prorated part of his federal

-2~
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standard deduction or a prorated part of the itemized

deductions allowed by the Internal Revenue Code. The

deduction allowed in this section must be the same as taken
by the taxpayer on his federal feturn for the year. The
prorated part is determined by multiplying the ratio of
Montana adjusted gross income to federal adjusted gross
income by the standard deductions or itemized deductions.

(2) For purposes of this section, Montana adjusted
gross income is determined as follows:

{a) Montana adjusted gross  income incliludes federal
adjusted gross income from all sources received during the
period of residency and all interest income from installment
sales of real or tangible commercial or business property
located in Montana, less the following:

(i) all interest received from obligations of the
United States government:

(ii) all railroad retirement income; and

{iii) all income earned by an enrolled member ‘of a
federally recognized Indian tribe while living and working
on a federally established Indian reservation.

{b) Montana adjusted qross income does not include the
following unless a part of income from a business, trade,
profession, or occupation carried on in this state:

{i) income from annuities;

{ii) interest on bank deposits;
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(iii) interest on bonds, notes, or other
interest-bearing obligations; or

(iv) dividends on stock of corporations.

(3) The part-year resident's Montana net taxable
income is subject to the rates provided in 15-30-103.

Section 9. Section 15-30-132, MCA, is amended to read:

"15-30-132. Change from--nonresident--te-—-residenc-or

viee-veraa of residency status. ¥f-a--taxpayer--changes-—his

status-——from-that-of-resident-to-that-of-nonrestdent-or-from
bh;t—oE—ncnresident—te—thnt-ef—:esident—du:ing——bhe—ntcxabie
yearrz——-he--shati--fite-a-return—-covering—the—fraction-of-the
year-during-which-he-was-a-reaidents-Phe-exemptions-provided
n-+5~-30-112-shait-be-prerated--on-—the--ratio--the--Montana
adjusted--gross--income--bhears—-to--federait--adjusted-—-gress
tneomes A Montana citizen moving out of the state,
abandoning bhiz residence in the state, and establishing a
residence elsewhere must file a return on--the--fracttonst
basis, If he obtains employment outside the state without
abandoning his Montana residence, then income from such
employment is taxable in Montana."

Section 10, Section 15-30-135, MCA, is amended to
read:

"15-30~-135. Tax on beneficiaries or fiduciaries of
estates or trusts. (1) B tax shall be imposed upon either

the fiduciaries or the beneficiaries of estates and trusts

_24_
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as hereinafter provided, except to the extent such eatates
and trusts shaii-be are held for educational, charitable, or
religious purposes, which tax shall be levied, collected,
and paid annually with respect to the income of estates or
of any kind of property held in trust, including:

(a) income received by estates of deceased persons
during the period of administration or settlement of the
estate;

{b} income accumulated in trust for the benefit of
unborn or unascertained persons or persons with contingent
interests;

(c) income held for future distribution wunder the
terms of the will or trust; and

{d) income which is to be distributed to the
beneficiaries periodically, whether or not at regular
intervals, and the income collected by a guardian of a
minor, to be held or distributed as the court may direct.

(2) The fiduciary shall be responsible for making the
return of income for the estate or trust for which he acts,
whether the fiduciary or the beneficiaries are taxable with
reference to the income of such estate or trust. In cases
under subsections (a) and (d) of subsection (1}, the
fiduciary shall ineclude in the return a statement of each
beneficiary's distributive share of net income, whether or

not distributed before the c¢lose of the taxable year for
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which the return is made.

{3) 1In cases under subsections (a), (b}, and (¢) of
subsection (1), the tax shall be imposed upon the fiduciary
of the estate or trust with respect tc the Montana net
income of the estate or trust and shall be pald by the
fiduciary. If the taxpayer's net income for the taxable
year of the estate or trust is computed upon the basis of a
period different from that upon the basis of which the net
income of the estate or trust 1is computed, then his
distributive share of the net income of the estate or trust
for any accounting pericd of such estate or trust ending
within the fiscal or calendar year shall be computed upon
the basis on which such beneficiary's net income is
computed. In such cases, a beneficiary not a resident shall
be taxable with respect to his income derived through such
estate or trust only to the extent provided in 15-30-131 for
individuals other than residents.

{4) The fiduciary of a trust created by an employer as
a part of a stock bonus, pension, or preofit-sharing plan for
the exclusive benefit of some or all of his employees, to
which contributions are made by such employer or employees,
or both, for the purpose of distributing to such employees
the earnings and principal of the fund accumulated by the
trust in accordance with such plan, shall not bhe taxable

under this section, but any amount contributed to such fund
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by the employer and all earnings of such fund shall ke
included in computing the income of the distributee in the
year in which distributed or made available to him.

{5) Where any part of the income of a trust other than
a testamentary trust is or may be applied to the payment of
premiums upon policies o¢of 1insurance on the life of the
grantor (except policies of insurance irrevocably payable
for the purposes and in the manner specified relating to the
so-called ‘"charitable contribution" deduction) or to the
payment of premiums upon policies of 1life insurance under
which the grantor 1is the beneficiary, such part of the
income of the trust shall be included in computing the net
income of the grantor."

Section 11. .Section 15-30-136, MCA, is amended to
read:

"15-30-136. Computation of income of estates or trusts
-~—agemptian, {t+y-—-EBxcept--as--otherwise—-provided——in——¢his
chapter;——"groys--incomell-—of--eatates——or--trusts-meana-at}
tneome-from-whatever-sonree-derived--in--the--taxabie--yeary
tnciuding-but-not-timited-to-the-fortewing-items:

tay-—-dividendss

thbi--interest--received-—or-accruad; -inctuding-interest
received-an-obitgations-of-another-state-or-territory--er--a
¢ountyi-—-muni¢ipatityy——-districti-—--or-—--ether—--—patitieat

snbdivision-thereofy—-bub--exctuding--interest-—income——£rem
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obtigations-cf:
+i¥-—the—-Bnited--States--gevernment——or--the--state-of
Montanaz
t¥ty-a-sehooi-districkr-ar
titty-a--countyr--municipatityy -districty-—-or---sother
potiticat-subdivision-of-the-stater
tey-~ineome-from-partnershipsa-and-other-fiductarteas
{d}-—gross-rents-and-royatties;
tey-—-gain--from-sate-or-exchange-of-property;-inetnding
those-gatnas-that-are-excinded-from-groas-income-£far--federat
fidueiary-——income~—tax—--purposes—-by--spcecion—-64ttey-of-che
internat-Revenne-Code-0€-31954y-as-amerded;
t£y~—gress-profit-from-trade-er-businessa;-and
tg3——-refunds-recovered-on-federai-income—-taxr-——to--the
extent——the-dedunction-of-sneh-tax-resutted-in-a-reduction-of
Montana—income-tax-tiabitieys
£2y-—In-computing-—net--income;--thare--are--atiowed--as
deductions:
far-—interest-——expenses--deduetribie——for-—federal--tax
purposes-acesrding-to-section~-i63-o0f--the—-F¥ncernal--Revenue
Eode—of-1354;—ma—amendeds
tb¥--taxes--paid--or——acerved--within-the-taxabite-years
itneltuding--but--noe--timited--to--federal-—-income--tax;——but
exciunding-Montana—income-taxs

{te)y——that--—-fFiduectaryts——--portion--of-—depreciation—-ar
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deptetion-which——-is--deductibie-~for--federai--tax--purposes
according--to--sections--16Fr--6ti7--and-642-of-the-internal
Revenue-€ode-of-19547-as-amended;
tdy——echaritabie-contributions-that-are--deductiblie——for
federal—-tax——purposes--according-—to——-section-642tc}-of-the
internai-Revenue-cade-of-15547-as—amended;
tey--administrative-expensea-cinimed-for-federal-income
tax-purposes;-sccording-to-sections-2t2-and--642tgr--of-~the
intermat—-—-Revenue-Sode-of-19547-as-amended;-if-such-expenses
were-not-ciatmed-as-a--deduction—in—-the-—-determination--of
Montena-inheritance-taxs
tEr-—-toasea——from——-fire;——stormy——shipwreeky--or——other
casunity-or-from-theft;-to-the-extent—not-cempensated-for-by
insurance-or-otherwise;-that-are-deductibte-for-federai--tax
purpeses--according-~to-~-section-165-0f-the-internat-Revenue
Cede-af-1954y -as-amendeds
t9y--net-sperating-toss-deductions-nltovwed-for--fedarat
income-tax-under-section-642tdy-cf-the-internali-Revenue-Code
of~-3954y-—an-—amended;--except-estates-may-not-ctaim-ioases
that-are-deductibie~on-the-decedentia-finat-retnrns
th¥--ait--benefita--received--aa-—-federai---empioyecest
recirement-not—-in—excess-of-5376868+5
t+¥-—2t¥--benefits-—-paid--under——the--Mentana-teacherst
retirement-system-that-are-specifted-as-exempt-£from-taxation

by-19-4-786+
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t3y-—ati--benefits——paid——under--the---Montana---Fublie
Empleyeesi--Retirement-—-System——Ast--that-—are--apecified-as
exempt—from-taxation—-by-19~3-165+
tky--ati--benefits--paid--under--the--Montana-——highway
patroimentis—-retirement——system-that-are-specified-as-exempt
from-taration-by—-3+9-6-765+
tiy-—Montana-income-tax-refunds-cr-eredits-thereofs
tm¥y-—ati-benefita-paid-under-19-11-6024+-19-11-604;——and
19-13-685-to-retired-and-disabied-firemen-or-their-aueviving
apouses-or-ehitdrens
tny-—-—ati--benefits--patd--under-~the--munitcipat-—potieca
officers'-retirement-system-that--are—-specified--as--exempt
from-taxation-by-19-9-108657
toy--ati--benefits-not-in-excess-of-5360-received-an-an
anndity;-pensiony-or-endowment-under--private--or—--corporate
vetirement-plans-or-systemss
£3)--in-the-case—of-a-shareholder-of-a-corporation-with
reapect--to-which-the-etection-provided-for-under-subehapter
S+-of-the-Internai-Revenue-€oda-of-1954;-as-amended; ——is-——in
effecr—-bakt--with-reapeet-te-which-the-etectton-provided-for
under—15-31-2¢2-is——not-—in--effest;--nat-~income--doea--noe
ineiude—-any-part-cf-the-corpoerationis-undistributed-taxabie
incomer-net-cperating-ioss;-capital-gaina-—-—or—-ether-—gatinsy
profitar;-—-or---toases---required--to--be--inctuded--in--the

shareholtder!s-—federat-income-tax-net-income-by-reason-of-the

_30_



o =~ &

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0057/01

election-under-subehapter-St-Howevery-the-sharehatderis——pnet
tncome---shati---inciuvde——-actuat---distribution——-£from--the
corporation-to-the-extent-it-wenld--be--breated--as——taxabie
dividendas--if-the-subchapter-5;-electicon-vere-not—in-eaffoets

(1) The Montana taxable income of an estate or trust is its

federal taxable income as provided by the Internal Revenue

Code, including interest received on cobligations of another

state or _a political subdivision thereof, reduced by

interest received from obligations of the United States

governnent.

t4y(2) Fhe--foirlowing-additienal-deductions-shatli-be A
deduction is allowed in deriving taxable income of estates
and trustss

tay--any for the amount of income fer in the taxable
year currently required to be distributed to beneficiaries
for such years,

tbt-—any--sther——smounkts—-preperiy—-paid-or-eredited-or
required-to-be-distributed-For-the-tarable-yesr;

fer-—the-amount-—af--68%--ocf--the--exerss——of-—kha-~net
iong-term—-eapitat-gain-over-the-net-short-term-capitai-ioas
for-the-taxable-ysars

£5¥-~Fhe-exemption—atiowved-for-eztares—-and--trnses——-is
that--—-exemptien----provided----in----15-30-112¢{2¥ta)-——and
$5-39-+324845"

Section 12, Section 15-30-141, MCA, is amended to
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read:

"15-30-141. Tax as personal debt. Every tax imposed by
this chapter and all increases, interest, and penalties
thereon shati-be are from the time they are due and payable
a personal debt from the peraon or fiduciary liable to pay

the same to the state. Taxpayers filing a joint return are

jointly and severally liable for the tax and any interest

and penalty unless the department determines, based on the

¢riteria in section 6013(e) of the Internal Revenue Code,

that a spouse is relieved of liability."

Section 13. Section 15-30-142, MCA, is amended to
read:

"15-30~142, Returns Filing of returns and payment of

tax ---penatty-and-interest-—--refunds~---credits. (1} Every
singie individual end-every-married-individuat-not-£fiting--=&
jotnt-~retnrn-—with--his-——ar--her—-spouse-and-haviag-a-gross
rncome-£far-the~taxabie-yenr-af-more-than-51:5708087-as-adjosted
under--tha--previsions—-of-—subsection——-¢?yy-—--and--—-marvied
individuais———not--filing--separate--returns——-and-—having--a
combined-gross-income-for-the--taxabte--year--of--more--than
$276087-—as-——adjuated-under-the-provisiona—of-subsection—+34

subject to a tax pursuant to this chapter who is required by

section 6012 of the Internal Revenue Code to file a federal

income tax return or who receives income in excess of $5,000

from obligations of another state or a political subdivision
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therecf;-shati-be is liable for a return to be filed on such
forms and according to such rules as the department may
prescribe. The-groas--income--amounts--referred--to-—in——the
preceding—-sentence——shati-be-increased-by-38887-aa-adjusted
under-the-provistons--of--15-36-1312¢Fy—-and--{8y5-—for-—each
additienat-—personat--examption--aitowvance--the--taxpayer-ias
entitted--to--ctaim--for--himseif--and--his—--aposnse—~-under
35-36-112¢{3)--—and-—t4)s-—-A--nonresident-shalii-be-required-to
Ette-a-return—+Ef-his——gross-—-income—-for--the--tavahte--year
derived——from--scurces—-within-Montana-execeeda—the-amnsunt-of
the-axemption-deduction-he-is-entitied-to-ctaim-for--himseif
and--hta--spense—-under-the-provisions-of-¥5-36-13242y7 ¢33+
and-{t437-as-prorated-according-to-15-38-1312¢6%+
t2y--in-accordanee-with-instrucetiona-see—forth——by--the
department;--every--—taxpayer--who-is-marrred-and-ttving-with
hushand-or-wife-and-is-raquired-to-file-a-return-may;-at-his
or-her-optiony-fite-a-joint-return-with-husband-cr-wife-even
though-ene-of-the——apsnses--has--netther--gross--income-—-nor
deductionsr——If-—a-—joint--retprn--ts-made;-the-rax-shati-be
eonputed-on-the-aggregate-taxabie-income-and--the—-iiabiiity
with--respect--to--the--tax-shalti-be-joint-and-severat--if-a
jotnt-retarn-has-been-filed-for-a-taxabie-year;-the-—apouses
may-—not-frte-separate-returns-after—-the-time-€for-fiting-the
return-of--either--has--expired--uniess- ~the--department—-ao

consentss
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{(2) Every person who i3 required to file a return

under subsection (1) shall use the same filing status to

file his state return as that used by him to file his

federal return.

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

(4) All taxpayers, 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 shall, at the
time of filing the return required by this chapter, 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 estimated tax return
provided for in 15-30-24l;-provideds-howeverr if the tax so
computed 1s 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 $1 the amount of income tax as
computed, the taxpayer shali-be is entitled to a refund of
the excess,

(5) As soon as practicable after the retuirn is filed,
the department shall examine and verify Lthe tax.

{6) If the amount of tax as verified is greater than
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the amount theretofore paid, the excess shall be paid by the
taxpayer to the department within 60 days after notice of
the amount of the tax as computed, with interest added at

the rate of 9%--per-annum 3/4 of 1% per month or Eraction

thereof on the additional tax. In such case there shall bhe
no penalty because of such understatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed to the taxpayer.

t#y--By--November--i-of-cach-year;-the-department-shati
maitipiy-the-mintmum-amount-of--gross--inceme-——necessitating
the--fiiing-—-ef--a--return-—by--the—infilation-factor-for-the
taxabte-year--These-adjusted-amounta-avre-effective-far--that
taxable—-yeary-~and—-persons——having-gross-insomas-itess-than
these-adjusced-ameunes-are-not-ragquired-to-filte-a-returns

t8y-—Individual-income-tax-—-£farma--diatributed—-by--the
department--for—-—each—taxable-year must-contain-instructions
and-tabies-based-on-the-adjusted--base--year-—-structure-—for
that-tarabie-year:"

Section 14. Section 15-30-144, MCA, is amended to
read:

"15-30-144. Time for filing —~ extensions of time, (1)
Returns shall be made to the department on or before the
15th day of the 4th month following the close of the
taxpayer's fFiscal year, or if the return 15 made on the

basis of the calendar year, then the return shall be made on
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or before the 15th day of April following the close of the
calendar year. Each return shall set forth such facts as the
department considers necessary for the proper enforcement of
this chapter. There shall be annexed to such return the
affidavit or affirmation of the persons making the return to
the effect that the statements contained therein are true,
Blank forms of return shall be furnished by the department
upcn application, but failure to secure the form shall not
relieve any taxpayer of the obligation to make any return
regquired under this law. Every-taxpayer-itisble-for-a-tax
under-this~taw~shati-pay-a-minimam-cax-of-5k<

2} --An-antematic—c-month-extansion-of-time-for--fiting
a~return-is-allowed; —provided-rhat-on-or-before—the-due-date
of-—-the~-returny--an—-application-is-made-on-forms—-avaiiabie

from-the-department-er-in-writing-te—the-deparements

{2) The perecon making the return may obtain  ar

automatic 2-month extension of time for filing a return,

subject to the following:

{a) An application for extension must be filed before

the due date for filing the return on a form prescribed by

the department and be accompanied by a copy of the

applicant's federal income tax form 4B68 submitted to the

internal revenue service for the same tax year and same

extension of the return filing period.

(b) If the applicant is not required to make a federal
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income tax return, he must indicate that fact on the

application for extension filed with the department.

(c) An automatic extension of time to make the state

income tax return is not an extension of time to pay the

income tax due. The applicant must calculate and remit with

the application the tax due, less withheld tax payments,

estimated tax payments, and tax credits for which the

applicant may be eligible.

{(d) If the applicant underestimates his tax due by 10%

or more, he is 1liable for penalties and interest under

15-30-323 from the date the tax is due.

{3) The department shall grant an_ _application for

extension of time for filing a return if the applicant

submits an application as set forth in subsection (2). The

department need not notify an applicant of its determination

unless it denies the application.

(4) A person granted an automatic extension under

subsection (2) may be granted an additional extension, not

to exceed 4 months from the date for filing & return, if

upon further application the person shows good cause to

receive another extension. The filing of an appeal from a

denial of the application for another extension does not

stay the time for filing the return.”

Section 15. Section 15-30-146, MCA, iz  amended to

read:

—-37~
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"15-30-146. Tolling of statute of 1limitations. The
running of the statute of limitations provided for under
15-30~145 shall be suspended during any period that the
federal statute of limitations for collection of federal
income tax has been suspended by written agreement signed by
the taxpayer or when the taxpayer has instituted an action
which has the effect of suspending the running of the
federal statute of limitations and for 1 additional year.
If the taxpayer fails to file a record of changes in federal
taxable income or an amended return as required by
15-30-304, the statute of limitations shall not apply until
5 vyears Erom the date the federal changes become final or
the amended federal return was filed. If the taxpayer omits
from gross income an amount properly includable therein
which is in excess of 25% of the amount of adjusted--gross
net taxable income stated in the return, the statute of
limitations shall not apply for 2 additional years from the
time specified in 15-30-145."

Section 16. Section 15-30-162, MCA, is amended to
read:

"15-30-162, Investment credit recapture. ti)}-There—-is
attewed--as--a-credit-againsr-the-tax—imposed-by-15-38-183-a
percentage-cf-the-credit-alltowed--with-—respect--to-—certain
deprectable--preperty-—under--sectiton—-38--af--the——-Irternat

Revenue-Eode-of-1354;-as-amended;-or-as-section——30--may--be
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renumbered--~or-amended--HEoweverr-rehabilitation-conta-as-set
forth-under-section-46tat{t23tPy-of-the-Iinternal-Revenae—Eode
o§—i9541—or—asdaecbion——iﬁfaffi)f?i——may--be-—rennmbered——cr
emended;--are--not--to-be-inciuded-in-the-eemputation-of-the
investment-eredits-Fhe-credit-is-atiowed——for—-the——purchase
and—-in:tuilution«—ai——eertaén—quaiiEied-property‘defined—by
sectian-38-eof-the-internal-Revenue-Code-of-1954;-as-amended;
tf-the-property-meets-ali-of-the--foiitowing--quatificationss
tay-~itt-was-piaced-in-service-in-Montanas--and
{tb}-——it-was-used-for-the-preduction-of -Montana-adiuztaed
gross—incomes
t2y--FPhe-—amount--sf-the-credit-atiowed-for-the-saxabie
year-is-Sk-of-the-amsunt-ef-cradit-determined-under——section
46taytz}-—of--the-Internat-Revenuwe-dode-cf-19547-ns—amended;
ar-as-section-46ta)y{2y-may-be-renumbsred-ar—-amended-
t3y-~Netwithstanding-the-provisions of-snbhzectimn-——¢2+;
the--investment--credit-atiowed-for-the-taxablie-year-may-not
exceed-the-taxpayer’s-tax-tiabitity-fer-the-taxabie-year--or
$56087-whichever-ts-lesas
t4y--if--property-—for--which--an-—investment-ecredit-is
ctatmed-is-used-both-inside-and-cotside-this-state;--oniy--a
portien--ef--the--eredit--its--aitowed:--Phe—-credit--nust-be
apportioned-according-to-a-£fraction-the-numerator-—-of--which
ta--the--number-of-days—during-the-taxable-year-the-praperty

wns—ioc&ted—in—Montana—and—the—denominntor—of—which-—is~—bhe
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number ——of-—days--during-the-taxabie-year-the-taxpayer-owned
the-propertys—Phe-invearment-eredit-may-—be-applied--enty--te
the——tax-—tiabititty-cE-the-taxpayer-who-purchases-and-piaces
in-service-the-property-for-which-an~-investment-—credit-—-ts
ciaimeds-~Phe-—-credit——may-—-net-be-gilccated-batwern-spouses
antess-the-property--is-—used--by—-a--partnerabip--or-—-amati
buziness-——cerporation---of---which—-they--are--partnera--or
sharehstderas

£5% The investment credit aiiowed--by-—-this--sscticn

taken by a taxpayer pursuant to this chapter is subject to

recapture as provided for in section 47 of the Internal
Revenue Code of--19547-as-amendedy-or-as-sectton-47-may-be
renumberad-or—amended, "

section 17. Section 15-30-303, MCA, is amended to

read:

in accordance with proper Jjudicial order or as otherwise
provided by law, it is unlawful for the department or any
deputy, assistant, agent, clerk, or oaother officer or
employee to divulge or make known in any manner the amount
of income or any particulars set forth or disclosed in any
report or return required under this chapter or any other
information secured in the administration of this chapter.
It is also unlawful to divulge or make known in any manner

any federal return or federal return information disclosed
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on any return or report required by rule of the department
or under this chapter.

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

(3) Nothing herein shall be construed to prohibit:

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

(b) the publication of statistics so classified as to
prevent the identification of particular reports or rceturns
and the items thereof; or

{c} the inspection by the attorney general or other
legal representative of the state of the réport or return of

any taxpayer who shall bring action tc set aside or review

_41_
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the tax based thereon or against whom an action or
proceeding has been instituted in accordance with the
provisions of 15-30-311 and 15-30-322.

(4) Reports and returns shall be preserved for 3 years
and thereafter until the department orders them to be
destroyed.

(5) Any offense against subsections (1) through {4) of
this section shall be punished by a fine not exceeding
$1,000 or by imprisonment in the county jail not exceeding 1
year, or both, at the discretion of the court, and if the
offender be an officer or employee of the state, he shall be
dismissed from office and be incapable of holding any public
office in this state for a period of i year thereafter.

(6) Notwithstanding the provisions of this section,
the department may permit the commissioner of internal
revenue of the United States or the proper officer of any
state imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inrpect
the return of income of any individual or may furnish to
such officer or his authorized representative an abstract of
the return of income of any individual or supply him with
information concerning any item of income contained in any
return or disclosed by the report of any investigation of
the income or return of income of any individual, but such

permission shall be granted or such information furnished to
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such officer orrhis representative only if the statutes of
the United States or of such other state, as the case may
be, grant substantially similar privileges to the proper
of ficer of this state charged with the administration of
this chapter.

(7) Further, notwithstanding any of the provisions of
this section, the department shall furnishs

tay-—to-—-the--department——-of--justise--ati--tnfarmation
necessary-to--identify--those--persons--quaiifying--for——the
additionat-enemprion—for-blindness-pursuant-to-5-38-112¢4%+
Eor——the4~purpoae--ef--enabiing-the—depnrtment—oé-justéce—to
ﬁdminiscer~the—provisions-of—Gi—S—iBS:—and

tk¥+ to the department of social and rehabilitation
services information acquired under 15-30-301, pertaining to
an applicant for public assistance, reasonably necessary for
the prevention and detection of public assistance fraud and
abuse, provided notice to the applicant has been given."

Section 18. Section 15-31-202, MCA, is amended to
read:

"15-31-202. Election by small business corporation.
(1) A& small business corporation may elect not to be subject
to the taxes imposed by this chapter.

(2) If a small business corporation makes an election
under subsection (1), then:

(a) with respect to the taxable years of the
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corporation for which such election 1is in effect, such
corporation 'is not subject to the taxes imposed by this
chapter and, with respect to such taxable years and all
succeeding taxable years, the provisions of this part apply
to such corporation; and

{b) with respect to the taxahle years of a shareholder
of such corporation in which or with which the taxable years
of the corporation for which such election is in effect end,
the provisions of this part apply to such shareholder, and
with respect to such taxable vyears and all succeeding
taxable years, the provisions of this part apply to such
shareholder.

{3) An election wunder subsection (1) must be made in
accordance with rules prescribed by the department of
revenue.

(4) This election is not effective unless the
corporate net income or loss of such electing corporation is
included in the stockholders' adjusted~-gross income as
defined-in-35-30-31%,

(5) Every electing corporation is required to pay the
minimum fee of $10 required by 15-31-204."

Section 19. Section 17-5-408, MCA, is amended to read:

"17-5-408. (Effective unless contingency occurs--see
compiler's comments) FPercentage of income, corporation

license, and cigarette tax pledged. (1) (a} The state
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pledges and appropriates and directs to be credited as
received to the debt service account 3% 10% of all moneysr

excepk-~-as---provided--—-in--15-31-782y received from the

cellection of the individual income tax and 11% of all

money, except as provided in 15-31-702, receivad from the

collection of the corporation 1license and income tax
referred-—teo as provided in 15-1-501, and such additional
amount of said taxes, if any, as may at any time be needed
to compiy with the principal and interest and reserve
requirements stated in 17—5—605(457—provided—that;

{b) ne No more than %i% the percentages described in

subsection (l)(a) of such tax collections shati-be-deemed-to

may be pledged for the purpose of 17-5-403(2). The pledge
and appropriation herein made shall be and remain at all
times a First and prior charge upon all money received from
the collection of said taxes.

{2) The state pledges and appropriates and directs to
be credited to the debt service account 79.75% of all money
received from the collection of the excise tax on cigarettes
which is levied, imposed, and assessed by 16-11-111, The
atate also pledges and appropriates and directs to be
credited as received to the debt service account all maney
received from the collection of the taxes on other tobacco
products which are or may hereafter be ievied, imposed, and

assessed by law for that purpese, ‘including the tax levied,
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imposed, and assessed by 16-11-202. Nothing herein shall
impair or otherwigse affect the provisions and covenants
contained in the resclutions authorizing the presently
outstanding 1leong-range building program bonds. Subject to
the provisicons of the preceding sentence, the pledge and
appropriation herein made shall be and remain at all times a
first and prior charge wupon all money received from the
collection of all taxes referred to in this subsection (2).
{Revived July 1, 1987--sec. 4, Ch. 704, L. 1985.)

17-5-408. {(Effective on occurrence of contingency--see
compiler's comments) Percentage of income, c¢orporation
license, and cigarette tax pledged. (1) {(a) The state
pledges and appropriates and directs to be credited as
received to the debt service account %1% 10% of all moneysy
except-——as---provided-—--in--+5-31-762; received from the
collection of the individual income tax and 11% of all

money, except as  provided in 15-31-702, received from the

collection of the corporation license and income tax
referred-—-te as provided in 15-1-501, and such additicnal
amount éf said taxes, if any, as may at any time be needed
to comply with the principal and interest and reserve
requirements stated in 17-5-405(4)57-provided-that.

{b) ne No more than %% the percentages described in

subsection (l)(a) of such tax collections shaii-be-deemed-ta

may be pledged for the purpose of 17-5-403(2). The pledge
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and appropriation herein made shall be and remain at all
times a first and prior charge upon all money received from
the collection of said taxes.

(2) The state pledges and appropriates and directs to
be credited to the debt service account 53.17% of all money
received from the collection of the excise tax on cigarettes
which is levied, imposed, and assessed by 16-11-111. The
state also pledges and appropriates and directs to be
credited as received to the debt service account all money
received from the collection of the taxes on other tobacco
products which are or may hereafter be levied, imposed, and
asgessed by law for that purpose, including the tax levied,
imposed, and assessed by 16-11-202. Nothing herein shaill
impair or otherwise affect the provisions and covenants
contained in the resolutions authorizing the presently
outstanding 1long-range building program bcnds. Subject to
the provisions of the preceding sentence, the pledge and
apprepriation herein made shall be and remain at all times a
first and prior charge upon all money received from the
collection of all taxes referred to in this subsection (2)."

Section 28, Section 19-3-105, MCA, is amended to read:

"19-3-105. Exemption from tarxes-and legal process. The
right of a person to a retirement allowance or any other
benefit wunder this chapter and the moneys in the fund

created under this chapter is nots
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+*3 subject to execution, garnishment, attachment, or
any other processy,

t2)——subject--to-——state;--countyy-—or——municipal--taxes
except-for-a—--refond--paid-—under--19-3-7?03--0f- -4~ -member's
contributions--piecked-up-by-an-empioyer—after-dJune-38;-19857
as-provided-in-19-3-781;-or

+3+ nor is it assignable except as in this chapter
specifically provided."”

Section 21. Section 19-4-706, MCA, is amended to read:

"19-4-706. Exemption from taxation-and legal process.
The pensions, annuities, or any other benefits accrued or
accruing to any person under the provisgsions of the
retirement system and the accumulated contributions and cash
and securities in the various funds of the retirement system
ares

tiy-—exempted-£from-any-state;-countyr—or-municipat--ta:x
sf-—the—-state--af--Mentans--except——-fer-a-refund-paid-under
39-4-683--of—-a--member's--contributisns--picked--up--by--an
employer-after-June-3057-19857-as-provided-in-19-4-6025

+2% not subject to execution, garnishment, attachment
by trustee process or otherwise, in law or equity, or any
other processy and

13> are unassignable except as specifically provided
in this chapter." l

Section 22, Section 19-6-705, MCA, i3 amended to read:
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"19-6~705. Exemption from taxes-and legal process. any
money received or to be pald as a member's annuity, state
annuity, or return of deductions or the right of any of
thege iss

tiy——exemper-frem-any-statey-countyr—-sr——municipat--eax
except--for--a--refund—-patd--under--19-6-403--of-a-memberis
contribucions-picked-up-by-an-emplayer-afeer-dJune-384—-35855
as-provided-in-192-6-462;

£2¥ exempt from levy, sale, garnishment, attachment,
or any other processy and

+3% is unassignable except asjspecifically provided in
19-6-706."

Section 23, Section 53-2-101, MCA, is aﬁended to read:

"53-2-101, Definitions. Unless the context requires
otherwise, 1in this chapter the following definitions apply:

(1) "Department" means the department of social and
rehabilitation services provided for in Title 2, chapter 15,
part 22.

(2) "Public assistance" or "assistance" means any type
of monetary or other assistance furnished under this title
to a person by a state or county agency, regardless of the
original source of the assistance.

{3) "Needy person” 1is one who is eligible for public
assistance under the laws of this state.

(4) "Net monthly income" means one-twelfth of the
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difference between the net taxable income for the taxable
year as the term net taxable income is defined in 15-30-101
and the state income tax paid as determined hy the state
income tax return filed during the current year.

(5) "Ward Indian” is hereby defined as an Indian who
is 1living on an Indian reservation set aside for tribal use
or is a member of a tribe or nation accorded certain rights
and privileges by treaty or by federal statutes. If and when
the federal Social Security Act is amended to define a "ward
Indian"”, such definition shall supersede the foregoing
definition."

section 24, Section 67-11-303, MCA, is amended to
read;

"67-11-303. Bonds and obligations. (1) An authority
may borrow money for any of its corporate purposes and issue
its bonds therefor, including refunding bonds, in such form
and wupon such terms as it may determine, payable out of any
revenues of the authority, including revenues derived from:

(a) an airport or air navigation facility or
facilities;

{b) taxes levied pursuant to 67-11-301 or other 1law
for airport purposes;

(c) grants or contributions from the federal
government; or

{d} other sources.
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{2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no such bonds may be issued at any time
if the total amount of principal and interest tc become due
in any year on such bonds and on any then ocutstanding bonds
for which revenues from the same source or sources are
pledged exceeds the amount of such revenues to be received
in that year as.estimated in the resolution authorizing the
issuance of the bonds. The authority shall take all action
necessary and possible to impose, maintain, and collect
rates, charges, rentals, and taxes, if any are pledged,
sufficient to make the revenues from the pledged source in
such year at least equal to the amount of such principal and
interest due in that year.

{3) The bonds may be sold at publie or private sale
and may bear interest at a rate not exceeding the limitation
of 17-5-102. Except as otherwise provided herein, any bonds
issyed pursuant to this chapter by an authority may be
payable as to principal and interest solely from revenues of
the authority and shall state on their face the applicable
limitations or restrictions regarding the source from which
such principal and interest are payable.

{4) Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared to

be issued for an essential public and governmental purpose
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by a political subdivision within——-the-——meantng--of

$5-39-213¢2¥tay For purposes of tax exemption determinations

under the Internal Revenue Code,

{(5) For the security of any such bonds, the authority
or municipality may by resolution make and enter into any
covenant, agreement, or indenture and may exercise any
additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The
sums required from time to time ta pay principal and
interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this chapter,
prior to the payment of current costs of operation and
maintenance of the facilities.

(6) Subject to the conditions stated in this
subsection {6), the governing body of any municipality
having a population in excess of 10,000, with respect to
bonds issued pursuant to this chapter by the municipality or
by an authority in which the municipality is included, may
by resolution covenant that in the event that at any time
all revenues, including taxes, appropriated and collected
for such bonds are insufficient to pay principal or interest
then due, it will levy a general tax upon all of the taxable
property in the municipality for the payment of such
deficiency; and may further covenant that at any time a

deficiency is likely to occur within 1 year for the payment
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of principal and interest due on such bonds, it will levy a
general tax upon all the taxable property in the
municipality for the payment of such deficiency, and such
taxes are not subject to any limitation of rate or amount
applicable to other municipal taxes but are limited to a
rate egtimated to be sufficient to produce the amount of the
deficiency. In the event more than one municipality having a
population in excess of 10,000 is included in an authority
issuing bonds pursuant to this chapter, the municipalities
may apportion the obligation to levy taxes for the payment
of, or in anticipation of, a deficiency in the revenues
appropriated for such  bonds in such manner as the
municipalities may determine. The resplution shall state the
principal amount and purpose of the bonds and the substance
of the covenant respecting deficiencies. No such ressclution
becomes effective until the question of its approval has
been submitted to the qualified electors of the municipality
at a special election called for that purpose by the
governing body of the municipality and a majority of the
electors voting on the guestion have voted in favor thereof.
The notice and conduct of the election is governed, to the
extent applicable, as provided for nmunicipal general
obligation bonds in Title 7, chapter 7, part 42, for an
election called by cities and towns, and as provided for

county general obligation bonds in Title 7, chapter 7, part
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22, for an election called by counties. If a majority of the
electors voting thereon vote against approval of the
resolution, the municipality has no authority to make the
covenant or to levy a tax for the payment of deficiencies
pursuant to this section, but such municipality or authority
may nevertheless issue bonds under this chapter payable
solely from the scurces referred to in subsection (1)
above."

Section 25, Section 20-9-303, MCA, is amended to read:

"20-9-303. Definition of foundation program and its
proportion of the maximum-general-fund-without-a-voted-levy
schedule amount -- nonisolated school foundation program
financing -- special education funds. {1) As used in this
title, the term "foundation preogram™ shall mean the minimum
operating expenditures, as established herein, that are
sufficient to provide for the educaticnal program of a
school. The foundation program relates only to those
expenditures authorized by a district's general fund budget
and shall not include expenditures frem any other fund. It
shall be financed by:

(a) county equalization moneys; and

{b) state equalization aid.

(2) The dollar amount cf the foundation program shall
be B0% of the

maximum-general-fund-budget-without-a-voted-levy limitation

—-54-
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as set forth in the schedules in 20-9-316 through 20-9-321

or 80% of the state equalization aid amount determined under

20-9-348. The foundation program of an elementary school
having an ANB of nine or fewer pupils for 2 consecutive
years which is not approved as an isclated school under the
provisions of 20~9-302 shall be 80% of the schedule amount,
but the county and state shall participate in financing
one-half of the foundation program, and the district shall
finance the remaining one-half by & tax levied on the
property of the distriet. When a school of nine ar fewer
pupils is approved as isolated under the provisions of
20-9-302, the county and state shall participate in the
financing of the total amcunt of the foundation pregram.

(3) Funds provided to support the special education
accounting budget may be expended only for special educaticon
purposes as approved by the superintendent of public
instruction in accordance with the special education
budgeting provisions of this title. Expenditures for special
education shall be accounted for separately from the balance
of the school district general fund. Transfers between items
within the special education budget for accounting purposes
may be made at the discretion of the board of trustees in
accordance with the financial administration part of this
title. The unexpended balance of the special education

accounting budget shall carry over to the next year to
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reduce the amount of funding required to finance the
district's ensuing year's maximum-budget-without—a-vote for
special education.”

Section 26. Section 20-9-318, MCA, is amended to read:

"20-9-318, Elementary school maximum budget schedule
£or-1586-87-and-sueceeding-years, For 1986-87 and succeeding
school years, the elementary school maximum budget schedule
igs as Follows:

(1) For each elementary school having an ANB of nine
or fewer pupils, the maximum shall be $20,158 if said school
is approved as an isolated school.

(2) For schools with an ANB of 10 pupils but less than
18 pupils, the maximum shall be $20,158 plus $842.50 per
pupil on the basis of the average number belonging over
nine.

(3) For schools with an ANB <f at least 14 pupils but
less than 18 pupils that qualify for instructional aide
funding under 20-9-322, the maximum shall be $313,042 plus
$842.50 per pupil on the basis of the average number
belonging aver 14.

(4) For schools with an ANB of 18 pupils and employing
cne teacher, the maximum shall be $27,741 plus $842.50 per
pupil on the basis of the average number belonging over 18,
not to exceed an ANB of 25.

{5) For schools with an ANB of 18 pupils and employing
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two full-time teachers, the maximum shall be $44,290 plus
$527,60 per pupil on the basis of the average naumber
belonging over 18, not to exceed an ANB of 50.

{6) PFor schools having an ANB in excess of 40, the
maximum on the bagis of the total pupiles (ANB) in the
district for elementary pupils will be as follows:

{a) PFor a school having an ANB of more than 40 and
employing a minimum of three teachers, the maximum of $1,957
shall be decreased at the rate of $1.90 for each additional
pupil until the total number (ANB)} shall have reached a
total of 100 pupils.

{b) For a school having an ANB of more than 108
pupils, the maximum of $1,843 shall be decreased at the rate
of 51.74 for each additional pupil until the ANB shall have
reached 300 pupiis.

(c) Por a school having an ANB of more than 300
pupils, the maximum shall not exceed $1,496 for each pupil.

(7) The maximum per pupil for all pupils (ANB) and for
all elementary schools shall be computed on the basis of the
amount allowed herein on account of the last eligible pupil
(ANB) . All elementary schools operated within the
incorporated limits of a city or town shall be treated as
one schocl for the purpose of this schedule.

(8) In the event that funding Erom statutorily

appropriated scurces is insufficient to fully fund the
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schedule to the maximum allcwed, the schedule must be funded

cn__a pro rata basis and only to the extent that revenue is

available from sources statutorily appropriated to fund the

schedule,"

Section 27. Section 20-9-319, MCA, is amended to read:

"20-9-319. High school maximum budget schedule for
1986-87-and-sneceeding~-yeara. For 1986-87 and succeeding
school vyears, the high school maximum budget schedule is as
follows:

(1) For each high school having an BNB of 24 or Ffewer
pupils, the maximum shall be $114,845.

{(2) For a secondary school having an ANB of more than
24 pupils, the maximum $4,785 shall be decreased at the rate
of $26,10 for each additional pupil until the ANB shall hawve
reached a tcotal of 40 such pupils.

(3) For a school having an ANB of more than 40 pupils,
the maximum of $4,368 shall be decreased at the rate of
$26.10 for each additional pupil until the ANB shall have
reached 100 pupils.

(4) For a school having an ANB of more than 100
pupils, a maximum of $2,802 shall be decreased at the rate
of $4.37 for each additional pupil until the ANB shall have
reached 200 pupils,

{5) For a school having an ANB of more than 200

pupils, the maximum of $2,365 shall be decreased by $2.40
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for each additicnal pupil until the ANB shall have reached
300 pupils.

(6) For a school having an ANB of more than 300
pupils, the maximum of $2,125 shall be decreased at the rate
of 44 cents until the ANB shall have reached 600 pupils.

(7) For a school having an ANB over 600 pupils, the
maximum shall not exceed §1,993 per pupil,

(8) The maximum per pupil for all pupils (ANB) and for
all high schools shall be computed on the basis of the
amcunt allowed herein on account of the last eligible pupil
(kNB). All high schools and junior high schools which have
been approved and accredited as junior high schools,
operated within the incorporated limits of a.city or town,
shall be treated as one school for the purpose of this
schedule,

{92) In_ the event that funding from statutoriily

appropriated sources is insufficient to fully fund the

schedule to the maximum allowed, the schedule must be funded

on a pro rata basis and only to the extent that revenue is

available from sources statutorily appropriated to fund the

schedule."
Section 2B. Section 20-9-343, MCA, is amended to read:
"20-9-343. Definition of and revenue Eor state
equalization aid. (1) As used in this title, the term "state

equalization aid" means those moneys deposited in the state
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special revenue fund as required in this section plus any
legislative appropriation of moneys from other sources for
distribution to the public schools for the purpose of
equalization of the foundation program.

{2) The legislative appropriation for state
equalization aid shall be made in a single sum for the
biennium. The superintendent of public instruction has
authority to spend such appropriation, together with the
earmarked revenues provided in subsection (3), as required
for foundation program purposes throughout the biennium.

{3) The following shall be paid into the state special
revenue fund for state equalization aid to public schools of
the state:

{a) 25% 31.8% of all moneys received from the
collection of income taxes under chapter 30 of Title 15;

(b)) 25% of aill moneys, except as provided in
15-31-702, received from the collection of corporation
license and income taxes under chapter 31 of Title 15, as
provided by 15-1-501;

{c) 10% of the moneys received from the collection of
the severance tax on coal under chapter 35 of Title 15;

(d) 100% of the moneys received from the treasurer of
the United States as the state's shares of oil, gas, and

cother mineral royalties under the federal Mineral Lands

Leasing Act, as amended;
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{e) interest and income moneys described in 20-9-341
and 20-9-342;

{£) income from the local impact and educaticn trust
fund account; and

(g) in addition to these revenues, the surplus
revenyes collected by the counties for foundation program
support according to 20-9-331 and 20-9-333 shall be paid
into the same state special revenue fund.

{4) Any surplus revenue in the state egualization aid
account in the second year of a biennium may be used to
reduce the appropriation required for the next succeeding
biennium (or may be transferred to the state permissive
account if revenues in that fund are insufficient to meet
the state's permissive amount obligation]."

Section 29. Section 20-9-348, MCA, is amended to read:

"20-9-348. Estimation of state egualization aid for
budget purposes. (1) The apportionment of state equalization
aid shall be the second source of revenue in calculating the
financing of the elementary district foundation program and
the high school district foundation program. In order to
allow for the estimation of the amount of money to be
realized Erom this gource of revenue when the county
superintendent is estimating the general fund budget
revenues, the county-saperintendent-shati-consider-that--the

state——foundatien-—-pregram—-revenues-and-county-equaltization
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moneysy-togethery-witi-be-capabie-of-£financing—188%——of-—the

foundation-—program+ gsuperintendent of public instruction

shall annually estimate a wuniform percentage of each

district's foundation program that state equalization aid

and county. equalization moneys together will be capable of

financing for the ensuing school fiscal year., The estimate

is "state equalization aid" for the purposes of this title

and must be based on the best available data and calculated

according to the procedure provided in 203-9-347.

{2) The superintendent of public instruction ghall

notify each county superintendent of the state equalization

aid estimate by June 1. The county superintendent shall use

the estimate for establishing the financing available for

each disgtrict's foundation program for the ensuing school

Section 30. Section 20-9-352, MCA, is amended to read:

"20-9-352, Permissive amount and permissive levy. (1)
Whenever the trustees of any district shall deem it
necessary to adopt a general fund budget in excess of the
foundation program amount but not in excess of the maximum
general fund budget amount for such district as established
by the sachedules in 2¢-9-316 through 20-9-321, the trustees
shall adopt a resolution stating the reasons and purposes
for exceeding the foundation program amount. Such excess

above the foundation program amount shall be known as the
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"permissive amount™, and it shall be financed by a levy on
the taxable wvalue of all taxable property within the
district as prescribed in 20-9-141, supplemented with any
biennial appropriation by the legislature for this purpoese.
The proceeds of such an appropriation shall be deposited to
the state special revenue fund, permissive account,

{2) The district levies to be set for the purpose of
funding the permissive amount are determined as follows:

{a) For each elementary school district, the county
commissioners shall annually set a levy not exceeding 6
mills on all the taxable property in the district for the
purpose of funding the permissive amount of the district.
The permissive levy in mills shall be  obtained by
multiplying the ratio of the permissive amount to the
maximum permissive amount by 6 or by using the number of
mills which would fund the permissive amount, whichever is
less. 1f the amount of revenue raised by this levy, plus
anticipated or reappropriated motor vehicle feeé and
reimbursement under the provisions of 61-3-532 and 61-3-5136,
is not sufficient to fund the permissive amount in full, the
amount of the deficiency shall be paid to the district from
the state gpecial revenue fund according to the provisions
of subssskiosns subsection (3) and-{4) of this section.

(b) TFor each high schocl district, the county

commissioners shall annually set a levy not exceeding 4
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mills on all taxable property in the district for the
purpose o©of funding the permissive amount of the district.
The permissive levy in mills shall be obtained by
multiplying the ratio of the permissive levy to the maximum
permissive amount by 4 or by using the number of mills which
would fund the permissive amount, whichever is less. If the
amount of revenue raised by this levy, plus anticipated
motor vehicle fees and reimbursement under the provisions of
61-3-532 and 61-3-536, and plus net proceeds taxes for new
producticon, as defined in 15-23-601, is not sufficient to
fund the permissive amount in full, the amount of the
deficiency shall be paid to the districet from the gtate
special revenue fund according to the provisions of
aybsacttons subsection (3) and-t4}% of this section.
$37—-Fhe-superintendent-of-pubitie—tnatruction-shail;-+¢
the-—appropriation——hy--the--tegistature--for-the-permiasive
account-£fer-the-bianntum-ita-—insuffietent;-reagquest-the-budget
director--to-~-submit-—-a---regdaest——-for-——-a———-suppiemantal
appropriation--in--the--second--year—-cf-—-the-bienntums--Fhe
suppiementat-appropriatien-shall-provide-enough-—revenne—--to
fund--the——permissive--deficiency-of-the-etementary-and-high
Scheot--districtas—-of —-the--state:--The--proceeds--of-——-this
apprepriation--shaii-—-be--depesited--to--the--state--speciat
reventte—fundy-permiasive-account;-and-shaii--be--diatribnted

to-—the--elpmentary——and-high-school-districts-in-accordance
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with—-their-entitiementa-as—-determined-by-the--superintendent
cE——-pubiic——inatruction--aecordiﬁg——te*—the——provisions--oE
subsecettonn—-+it-and-t2y-of~this-seecctons

+43(3) Distribution under this section from the state
special revenue fund shall be made in two payments. The
first payment shall be made at the same time as the £first
distribution of state equalization aid is made after January
1 of the fiscal year. The second payment shall be made at
the same time as the last payment of state equalization aid
is made for the fiscal year. If the appropriation is not
sufficient to finance the deficiencies of the districts as
determined according to subsection (2), each district will
receive the same percentage of its deficiency. Surplus
revenue in the second year of the biennium may be used to
reduce the appropriation required for the next succeeding
biennium or may be transferred to the state equalization aid
state special revenue fund if revenues in that fund are
insufficient to meet foundation program reguicements.®

NEW SECTION. Section 31. Surtax. After the amount of
tax liability has been computed as required in 15-30-103,
each person filing a Montana individual income tax return
shall add as a surtax 10% of the tax liability, and the
amount so arrived at is the amount due the state.

NEW SECTION, Section 32. Repealer. Sections 15-30-112

through 15-30-117, 15-30-121 through 15-30-123, 15-30-125,
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15-30-126, 15-30-156, 15-30-157, 15-310-161, and 20-9-351,
MCA, are repealed.

NEW SECTION. Section 33. Codification instruction.
Sections 5, B, and 31 are intended to be codified as an
integral part of Title 15, chapter 30, part 1, and the
provisions of Title 15, chapter 3G, part 1, apply to
sections 5, 8, and 31.

NEW SECTION. Section 34. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION, Section 35. Effective date -
applicability. (1) This act is effective on passage and
approval.

{2} Unless otherwise specified or required by a
particular section of this act, sections 1 through 24 apply
retroactively, within the meaning of 1-2-109, to tax years
beginning after December 31, 1986.

-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 HB842, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to revise the Montana individual income tax system and the method of calculating the amounts available for
foundation program and permissive program support for elementary schools and high schools for the purpose of
balancing the fiscal 1988-89 general fund budget; and providing an immediate effective date and a retroactive

applicability date.

ASSUMPTIONS;

1. The Revenue Est1mat1ng Advisory Council's estimates prov1de the basis for comparison, unless otherwise
noted.

2. Individual income tax collections will be $208,088,000 in FY88 and $229,991,000 in FY§9.

3. The proposed individual income tax rate table was designed to raise an add1t1onal $5,700,000 over current
law estimates (DOR).

4, The individual alternative minimum tax will raise an estimated $2,000,000 each year (based on federal
statistics).

5. An individual income surtax will raise $1.984 million per percent in FY88 and $2.203 million per percent in
FY89,

FISCAL IMPACT:
Revenue Impact:

FY88 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
Individual Income Tax $208,088,000 $235,628,000 $27,540,000 $229,991,000 $259,721,000 $29,730,000
Fund Information:
FY88 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
State General Fund $133,176,320 $137,135,496 §$ 3,959,176 $147,194,240 $151,157,622 §$ 3,963,382
School Equalization 52,022,000 74,929,704 22,907,704 57,497,750 82,591,278 25,093,528
Debt Service Fund 22,889,680 23,562,800 673,120 25,299,010 25,972,100 673,090

C////LA//A/ DATE

JOHN P PRIMARY SPONSOR

Office of Budget and Program Planning

F1sca1 Note for HB842, as introduced.
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Fiscal Note Request, HB842, as 1ntroduced

Form BD-15
Page 2

Expenditure Impact:

FY8s

Current Law

Difference

Maximum General Fund
Budget Nlthout a

Vote $285,435,000
Funding of Expenditures:
State Equalizatlon - $122,317,000
County Equalization 94,473,000
District Revenue 16,003,000
General Fund 52,642,000

Proposed Law
$255,701,000

$145,225,000
94,473,000
16,003,000

$ (29,734,000)

$ 22,908,000

0
0

0 $ (52,642,000)

FY89
Current Law Proposed Law Difference
$286,185,000 $267,823,000 $(18,362,000)
$l31,763,000 $156,857,000 § 25,094,000
94,713,000 94,713,000 0
16,253,000 16 253,000 0
43,456,000 0 $(43,456,000)

HB §Y3



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB842, second reading copy.

DESCRIPTION OF PROPCSED LEGISLATION:
An act to revise the Montana individual income tax system and the method of calculating the amounts available for

foundation program and permissive program support for elementary schools and high schools for the purpose of
balancing the fiscal 1988-89 general fund budget; and providing an immediate effective date and a retroactive

applicability date.

ASSUMPTIONS :

1. The Revenue Estimating Advisory Council's estimates provide the basis for comparison, unless otherwise
noted.

2. Individual income tax collections will be $208,088,000 in FY88 and $229,991,000 in F¥89. (REAC)

3 The individual alternative minimum tax will raise an estimated $2,000,000 each year (based on federal

statistics).

FISCAL IMPACT:
Revenue Impact:

FY88 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
Individual Income Tax $208,088,000 $214,157,675 $ 6,069,675 $229,991,000 $238,736,000 $ 8,745,000
Fund Information:
FY88 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
State General Fund $133,176,320 $124,422,785 (8,753,535) $147,194,240  $139,587,612 $(7,606,628)
School Equalization 52,022,000 58,884,041 6,862,041 57,497,750 66,060,912 8,563,162
Debt Service Fund 22,889,680 18,350,848 (4,538,832) 25,299,010 20,587,476 (4,711,534)
Windfall Reserve Fund 0 12,500,000 12,500,000 0 12,500,000 12,500,000
%/ //V.é’/u DATE 3/23477 DATE
DAVID L. HUNTER, (BUDGET DIRECTOR

Office of Budget and Program Planning

Fiscal Note for

JOHN HARV PRIMARY SPONSOR

HB842, second reading copy.
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Fiscal Note Request, HB842, second reading copy.

Form BD-15
Page 2

Expenditure Impact:

FY88

Current Law

Proposed Law

Difference

Maximum General Fund
Budget Without a
Vote $285,435,283
Funding of Expenditures:
State, County,
District Revenue
General Fund Support

$232,792,491
52,642,792

Net Impact To The
General Fund --

$282,580,930

$239,654,532
42,926,398

$ 8,924,027

(2,854,353)

6,862,041
(9,716,394)

FY39

Current Law

Proposed Law

Difference

$286,184,919

$242,729,130
43,455,789

$277,656,608

$251,292,292
26,364,316

$ 17,273,311

$ (8,528,311)

$ 8,563,162
$(17,091,473)
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HB 0B42/02

APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL RO, 842

INTRODUCED BY HARP, HADAS

A BILL FOR AN ACT ENTITLED: "AN ACT TC REVISE THE MOKTANA
INDIVIDUAL INCOME TAX SYSTEM ANB-TEHE-MEPHEDB-OF-EABEHLATEING
FHB~AMOUNTS-AVAILABbBE~ POR-POUNDAPZON-PROSRAM-ANDP--PRRMISBIVE

FROSRAM—-SHPPER®?, TO INCREASE THE CONTRIBUTION TO STATE

EQUALIZATION, AND TO ADJUST THE FOUNDATION PROGRAM SCHEDULES

FOR ELEMENTARY SCHOOLS AND HIGH SCHOOLS FOR THE PURPOSE OF
BALANCING THE FISCAL 1988-89 GENERAL FUND BUDGET; AMENDING

SECTIONS 1-1-207, 7-14-1133, 7-34-2416, 15-1-101, 15-1-501,

15-30-101, 15-30-103, 15-30-105, 15-30-111, 15-30-131,

15-30-132, 15-30-135, 15-30-136, 15-30~-141, 15-30-142,
15-30-144, 15-30-146, 15-30-162, 15-30-303, 15-31-202,

15-31-204, 15-31-209, 15-32-402, 17-5-408, 19-3-105,

19-4-706, 19-5-704, 19-6-705, 1%-7-705, 19-B-80S5, 1%-9-1005,

19-13-1003, 26-9-3037--20-9-3387 20-9-316 THROUGH 20-9-319,

20-9-343, 26-9-3487-28-9-3527 53-2-101, AND 67-11-303, MCA;
REPEALING SECTIONS 15-30-112 THEHROUGH 15-30-117, 15-30-121
THROUGH 15-30-123, 15-30-125, 15-30-124, 15-30-156,

15-30-157, 15-30-161, 15-31-201, AND 15-31-208, ANP

206-9-35%y MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND

A RETROACTIVE APPLICABILITY DATE."

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

A\ ‘Homana Legisiative Council
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SECTION 1, SECTION 1-1-207, MCA, IS AMENDED TO READ:

"1-1-207. Miscellaneous terms. Unless the context
requires otherwise, the following definitions apply in the
Montana Code Annotated:

(1) “"Bribe" means anything of wvalue or advantage,
present or prospective, or any promise or undertaking to
give anything of value or advantage, which is asked, given,
or accepted with a corrupt intent to unlawfully influence
the person to whom it is given in his action, vote, or
opinjon in any public or cfficial capacity.

{2) “"Internal Revenue Code" means the Internal Revenue

Title enacted August 16, 1954, and redesignated as the

"Internal Revenue Code of 1986" by section 2 of Publie Law
PN _< Of Public Law

99-514, as amended.

t2y{3) "Peace officer" means any person described in
46-1-201(8).

t3Y(4) "Vessel", when used in reference to shipping,
includes ships of all kinds, steamboats and steamships,
canal boats, and every structuyre adapted to be navigated

from place to place."

SECTION 2. SECTION 7-14-1133, MCA, IS AMENDED TO READ:

"7-14-1133. Bonds and obligations. (1) An authority
may borrow mconey for any of its Corporate purposes and issue
bonds therefor, including refunding bonds, in such form and

upon such terms as it determines, payable out of any
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revenues of the authority, including revenues derived from:
fa) any port or transportation and storage facility;

{b) taxes levied pursuant to 7-14-1131 or 67-10-402;

() grants or contributions from the federal
government; or

(d) other sources.

(2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no bonds may be issued at any time if
the total amount of principal and interest to become due in
any year on such bonds and on any then outstanding bonds for
which revenues from the same source are pledged exceeds the
amount of such revenues to be received in that year, as
estimated in the resclution authorizing the issuance of the
bonds. The authority shall take all action necessary and
possible to impose, maintain, and collect rates, charges,
rentals, and taxes, i1f any are pledged, sufficient tc make
the revenues from the pledged source in such year at least
equal to the amount of principal and interest due in that
year.

{3) The bonds may be sold at public or private sale
and may bear interest at a rate not exceeding the limitation
of 17-5-102. Except as otherwise provided in this part, any
bonds issued pursuant to this part by an authority may be

payable as to principal and interest solely from revenues of
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the authority and shall state on their face the applicable
limitations or restrictions reqarding the source from which
such principal and interest are payable.

(4) Bonds issued by an authority, county, or
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-—-the

meaning--of--15-38-:13¢t2¥tar for purposes of tax exemption

determinations under the Internal Revenue Code.

(5) For the security of any such bonds, the authority,
county, or municipality may by resolution make and enter
inte any covenant, agreement, or indenture and may exercise
any additional powers authorized to be exercised by a
munticipality under Title 7, chapter 7, parts 44 and 45. The
sums required from time to time to pay principal and
interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this part,
prior to the payment of current costs of operation and
maintenance of the facilities."

SECTION 3., SECTION 7-34-2416, MCA, 1S AMENDED TO READ:

"7-34-2416. Tax-exempt status of bonds. Bonds issued
by a county pursuant to the provisions of 7-34-2411 through
7-34-2418 are declared to be issued for an essential public
and governmental purpose by a political subdivision within

the-meantng-of-15-36-111¢2¥¢a¥y for purposes of tax exemption
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determinations under the Internal Revenue Code."

SECTION 4. SECTION 15-1-101, MCA, IS AMENDED TO READ:

"15-1-101. Definitions. (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

fa) The term "agricultural™ refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in domestication or a captive
environment, and the raising of field crops, fruit, and
other animal and vegetable matter for food or fiber.

(b) The term "“assessed value" means the value of
property as defined in 15-8-111.

{c) The term "average wholesale value" means the value
to a dealer prior to reconditiconing and profit margin shown
in national appraisal guides and manuals or the valuation
schedules of the department of revenue.

td) (i) The term "“commercial", when used to describe
property, means any property used or owned by a business, a
trade, ar a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii}.

(ii) The following types of property are not
commercial:

(A) agricultural lands;
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(B) timberlands;
(C) single-family residences and ancillary
improvements and improvements necessary to the function of a
bona fide farm, ranch, or stock operation;

(D) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade;

(E) all property described in 15-6-135;

(F) all property described in 15-6-136; and

{G) all property described in 15-6-146.

(e} The term “comparable property"” means property that
has similar use, function, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

(£) The term "credit" means solvent debts, secured or
unsecured, owing to a person.

{g) The term "improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upen, or affixed to land, When the department of revenue or
its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrailer is presumed to be an improvement to
real property. A mobile home or housetrailer may be

determined toc be permanently located only when it is
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attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

(h) The term "Internal Revenue Code"means the Internal

Revenue Title enacted August 16, 1954, and redesignated as

the "Internal Revenue Code of 198B6" by section 2 of Publie

Law 99-514, as amended.

thi({i) The term “leasehold improvements" means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

tx3(j} The term "livestock” means cattle, sheep,
swine, goats, horses, mules, and asses.

t3+{k} The term “mobile home" means forms of housing
known as "trailers", "housetrailers™, or ‘“trailer cocaches"
exceeding 8 feet in width or 45 feet in length, designed to
be moved from one place to another by an independent power
connected to them, or any “trailer", "housetrailer", or
"trailer coach" up to 8 feet in width or 45 feet in length
used as a principal residence.

tk3(1l) The term "personal property" includes
everything that is the subject of ownership but that is not

included within the meaning of the terms "real estate" and
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“improvements",

+1¥{m) The term "poultry" includes all chickens,
turkeys, geese, ducks, and cther birds raised in
domestication to produce food or feathers.

tm¥{n} The term "property” includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

tn¥(o} The term "real estate" includes:

(i) the possession of, claim to, ownership of, or
right to the possession of land;

(i1) all mines, minerals, and quarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8; all timber belonging to individuals or,
corperations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

te¥(p) The term "taxable value" means the percentage
of market or assessed value as provided for in 15-6-131
through 15-6-140.

{2) The phrase "municipal corporation” or
"municipality" or "taxing unit" shall be deemed to include a

county, city, incorporated town, township, school district,
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irrigation district, drainage district, or any person,
persons, or organized body authorized by law to establish
tax levies for the purpose of raising public revenue.

{3) The term “"state board" or "board" when used
without other qualification shall mean the state tax appeal
board."”

NEW SECTION. SECTION 5, INCOME TAX WINDFALL RESERVE

ACCOUNT. (1) THERE T8 AN TINCOME TAX WINDFALL RESERVE

ACCOUNT IN THE STATE SPECIAL REVENUE FUND.

{2) FOR FISCAL YEARS 19BB AND 1989, THE FIRST $12.5

MILLION RECEIVED IN EACH FISCAL YEAR FROM THE COLLECTION OF

INDIVIDUAL INCOME TAXES UNDER TITLE 15, CHAPTER 30, MUST BE

DEPOSITED IN THE INCOME TAX WINDFALL RESERVE ACCOUNT IN THE

STATE SPECIAL REVENUE FUND FOR THE PURPOSE OF PROVIDING A

RESERVE TO OQOFFSET THE IMPACT OF POTENTIAL OVERESTIMATES OF

THE INCOME TAX WINDFALL REVENUES TO THE STATE.

(3) THE BALANCE IN THE INCOME TAX WINDFALL RESERVE

ACCOUNT AT THE END OF THE 19B9 FISCAL YEAR MUST BE

TRANSFERRED TO THE GENERAL FUND AND INCLUDED IN THE ENDING

GENERAL FUND BALANCE.

Section 6. Section 15-1-501, MCA, is amended to read:
"15-1-501. Disposition of moneys from certain
designated 1license and other taxes. (1) The state treasurer
shall deposit to the credit of the state general fund all

moneys received by him from the collection of:
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{a) fees from driver's licenses, motorcycle
endorsements, and duplicate driver's licenses as provided in
61-5-121;

(b} electrical energy producer's license taxes under
chapter 51;

{c] severance taxes allccated to the general Eund
under chapter 1316;

(d) liquor license taxes under Title 16;

(e} telephone [companyl license taxes under chapter
53; and

(f) 1inheritance and estate taxes under Title 72,
chapter 16.

{2} Seventy-five-parcent-ef-ail-meneys--received——from
the--—cottection--of--ineome--taxes--under--chapter--36--and
eorporation-ireense—and--tneome--taxes--onder--chapter--3i4
except--ag-—-provided-in-15-31-762;-shatli-be-depeaited-in-the
generai-tund-subject-to-the-prier-ptedge--and--appropriatien
SE-—sueh--Income-tax-and-corporation-ttcense-tax-coetteacrians
for-the-payment-of-tang-range-bBuitding--pragram--bonds<-~Fhe
rematning--25%--of--the--proceeds-of-the corporatton-ticense
tax7-—exciuding-—-that--attecated--to--the---canntiea---under
15-31-7027y--corpeoration-—income-tax;-and-inceme-tax-shaiti-be
deposited-to-the-eredit-of-the-atate--spectat--revenue——fund
for-stace-equatizatton-aitd-rto-the-pubtte-acheois-of-Montana~

All mopeys received from the collection of income taxes
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under chapter 30 of this title THAT IS NOT DEPOSITED IN THE

INCOME TAX WINDFALL RESERVE ACCOUNT PURSUANT TO [SECTION 5]

shall be deposited as follows:

{a) 58+2% 61.7% to the credit of the state general

fund;

{b) 18:8% 9.1% to the credit of the debt service

account for long-range building program bonds ag described

in 1l7-5-408; and

{c) 3i-8% 29.2% to the credit of the state special

tevenue fund for state equalization aid te the public

schools of Montana as described in 20-9-3413.

{3) All moneys received from the collection of

corporation_license and income taxes under chapter 31 of

this title, except as provided in 15-31-702, shall be

deposited as follows:

(a) 64% to the credit of the state general fund;

{(b) 11% to the credit of the debt service account for

long-range building program bonds as described in 17-5-408;

and

‘Ic)  25% to the credit of the state special revenue

fund for state equalization_ aid to the public schools of

Montana as described in 20-9-343.

t3}(4) The state treasurer shall also deposit to the
credit of the state general fund all moneys received by him

from the collection of license taxes, fees, and all net
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revenues and receipts from all other sources under the

~operation of the Montana Alcoholic Beverage Code.

€4¥(5) Thirty-three and one-third percent of the total
collections of the oil severance tax under chapter 36 shall
be deposited ints the local government block grant account
within the state special revenue fund. After the
distribution provided for in 15-36-112, the remainder of the
0il severance tax c¢ollections shall be deposited in the
general fund."

Section 7. Section 15-30-101, MCA, 1s amended to read:

"15-30-101. Dpefinitions. For the purpose of this
chapter, unless otherwise required by the context, the
following definitions apply:

(1) "Base year structure" means the feitirowing-elements
ef-the-income—tax-structures

ta}r--the tax brackets established in 15-30-103, but
unadjusted by subsection t2% (3] of 15-30-103, in effect on
June 30 of the taxable years

thY——the--exemptians--contained--—-imn--~35-30-33257--—but
unadjusted-—-by -subsections--{¥}--and-—t8y-—-e£f-15-36-¥27;-in
effect-on-dune-36-of-the-taxabie-years

tey-—-the--maximum--standard---deduction——-provided---in
+5-38-1227-but-unadjusted-by-subsection—{2y-0f-15-36-1227-tn
effect-on-June~36-of-the-taxabte-year.

{2) "Consumer price index” means the consumer price
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index, United States city average, for all items, using the
1967 base of 100 as published by the bureau of labor
statistics of the U.S. department cf labor.

{3) “"Department" means the department of revenue.

(4) "Dividend" means any distribution made by a
corpoeration out of its earnings or profits to its
shareholders or members, whether in cash or 1in other
property or in stock of the corporation, cther than stock
dividends as herein defined. "Stock dividends” means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previcus holdings.

(5) "Fiduciary" means a guardian, trustee, executor,
administrator, recejver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

(6) “Foreign country"” or "foreign government" means
any Jjurisdiction other thanp the one embraced within the
United States, its territories and possessions.

(7) "Gross income” means the taxpayer's gross income
for federal income tax purposes as defined in section 61 of
the Internal Revenue Code of-i954-or-as-that-section-may--be
tabeled--or--amended;--excinding—-unempioyment-~compensation
tnciuded-tn-federat-gross-income——under--the--provisions--of
seaspion--BS5-of-tha-Internat-Revende-Eode-0f£-1954-as-amended.

(8) "Inflatlion factor" means a number determined for
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each taxable year by dividing the consumer price index for
June of the taxable year by the consumer price index for
Juney~+988 1987.

(9) "Information agents" includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, employers, and all officers
and employees of the state or of any municipal corperation
or political subdivision of the state, having the control,
receipt, custody, disposal, or payment of interest, rent,
salaries, wages, premiums, annuities, compensations,
remunerations, emoluments, or other fixed or determinable
annual or periodical gains, profits, and income with respect
to which any person or fiduciary 1is taxable under this
chapter .

{10) "Knowingly" is as defined in 45-2-101.

(11) "Net taxable income" meanms--the--adjusted-groas
tncome-of-a-taxpeyer-tesa-the--deductions--atiowed--by-—this

chapter is the federal taxable income of a taxpavyer,

including interest received from obligations of another

state or political subdivision thereof, less the adjustments

specified in 15-30-111.

{12) "Nenresident" refers to a person  who has not

established a residence in this state during the taxable

year.
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+*2+(13) "Paid", for the purposes of the deductions and
credits under this chapter, means paid or accrued or paid or
incurred, 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.

{14) "Part-year resident" refers to a taxpayer who isg a

resident of this state and another state during the

taxpayer's taxable year,

¢133(15) "Purposely” is as defined in 45-2-101.
tt4)(i8) "Received", for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term ‘“"recelved or accrued" shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.
135%(17) "Resident” applies only to natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, 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 absent
from the state and has not established a residence
elsewhere.
t16y-"Faxablte--income!--meana-the-adjusted-gross-income

ef-a-taxpayer-itess-the-deductions—~and--exemptions--provided
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for-in-this-chapters

£¥#+(18) “Taxable year" means the taxpayer's taxable
year for federal income tax purposes.

£184+{19) "Taxpayer” includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

Section 8. Section 15-30-103, MCA, is amended to read:

"15-30-103. Rate of tax. (1) There shall be levied,
collected, and paid for each taxable year commencing on or
after December 31, 1968 1986, upon the net taxable income of
every taxpayer subject to this tax, after--making--aliowance
for—exemptiona-and-deductions-as—hereinafear-provided except

those subject to subsection (2), a tax on the following

brackets of net taxable income, as adjusted under subsection
€2y (3), at the following rates:

tajy--on-the-first-5$1;,009-0f-taxabie-income-or-any--pare
thereof; -2%5

thy—-an--the--next-$17000-0f-taxabte-tneome-or-any-part
theranf-3%;

tcy——on-the-next-52;000-of -taxable-income-or--any-—part
theraofr—4%;

tdy--on--the-—next-52;006-of -taxable-income-or-any-part
thereof; 5%

tey-—on-the-next-$2;000-0f-taxabte-tncome-or--any--part

thereof;-6%;
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t€3--on--the--next-$2;000-of-taxable-income-or-any-part
therenf;-7%;

tg)y--on-the-next-$54;880-of-taxablte-income-or--any-—-part
thereof;-0%;

thi-—-on--the--next-$679000-of-taxabie-income-or-any-part
thereof7-3%7

tty--en—the-next-$357;806-of -raxable-income-or-any——part
thereof;-:0%7

t3y-—on—--any-taxable-income-in-excess-of-§357860-or-any
pare-thereofy-1ikc

(&) S0 to $4.,500 of net taxable income, 4% 3% of net

taxable income;

{b) over $4,500 to $12,000 of net taxable income, 586

$135 plus 6% 5% of net taxable income over $4,500;

(c) over $12,000 of net taxable income, §638 $510 plus

% 7% of net taxable income over §12,000.

{2) There shall be levied, collected, and paid for

each taxable year commencing on or after December 31, 1986,

upon  the net taxable income of every taxpayer filing a

return using the married filing separate status a tax on the

following brackets of net taxable income, as adjusted under

subsection (3), at the following rates:

ta) $0 to $2,250 of net taxable income, 4% 3% of net

taxable income;

(b) over $2,250 to $6,000 of net taxable income, §98
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$67.50 plus 6% 5% of net taxable income over $2,250;

{c) over $6,000 of net taxable income, %$33%5 $255 plus

8% 7% of net taxable income over $6,000.

£23(3) By November 1 of each year, the department
shall multiply the bracket amount contained in subsectien

subsections (1) and (2) by the inflation factor for that

taxable year and round the cumulative brackets to the
nearest $100. The resulting adjusted brackets are effective
for that taxable vyear and shall be used as the basis for

imposition of the tax in subseetien subsections (1) and (2)

of this section.”

Section 9, Section 15-30-105, MCA, is amended to read:

*15~-30-105. Tax on nonresident -- alternative tax
based on gross sales. (1) A like tax is imposed upon every
person not resident of this state, which tax shall be
levied, c¢ollected, and paid annually at the rates specified
in 15-30-103 with respect to his entire net income as herein
defined from all property cowned and from every business,
trade, profession, or occupaticn carried on in this state.

[2) Pursuant to the provisions of Article III, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does not own or rent real
estate or tangible personal property within Montana and

whose annpual gross volume of sales made in Montana during

-18- HB 842



10
1i
12
13
14
15
16
17
13
19
20
21
22
23
24

s

HB 0842/02

the taxable year does not exceed $100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable vyear. Such tax
shall be in 1lieu of the tax taxes imposed under 15-30-103
and [section 5 10]. The gross volume of sales made in
Mcntana during the taxable year shall be determined
according to the provisions of Article IV, sections 16 and
17, of the Multistate Tax Compact."

NEW SECTION. Section 10, Montana alternative minimum
tax. (1} A minimum tax shall be levied, collected, and paid
for each taxable year commencing on or after December 31,
1986, upon the income of every taxpayer subject to the
provisions of this chapter.

(2) A person who is a resident of Montana shall file a
Montana alternative minimum tax return if he:

(a) is required by aectiens SECTION 55 through-59,
Internal Revenue Code, to £ite PAY a federal alternative
minimum tax reeurn; or

{b)} has received interest from obligations of another
state or political subdivision thereof that are exempt from
taxation pursuant to section 103(a) of the Internal Revenue
Code and the amount of interest exceeds:

(i) 40,000, if married filing jointly;

{ii) $30,000, if single or head of household;

{iii) $20,000, if married filing separately.
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{(3) A person who 1is a nonresident or who 1is a
part-year resident of Montana shall file a Montana
alternative minimum tax return 1f he has one or more tax
preference items as defined in sections 55 through 59 of the
Internal Revenue Code that are attributable to income
derived from sources in this state and that income exceeds:

{a) 540,000, if married filing jointly;

{b) $30,000, if single or head of household;

(c) $20,000, if married filing separately.

{4) For a resident, the taxpayer's federal alternative

minimum taxable income, LESS THE APPLICABLE EXEMPTION AMOUNT

PROVIDED FOR IN SECTION 55 OF THE INTERNAL REVENUE CQODE,

must be increased by the amount of interest received from
obligations of another state or political subdivision
therecf, which sum shall be reduced by the following:

(a) all interest received from obligations of the
United States government;

{b) all railroad retirement benefits; and

(c}y all income earned by an enrolled member of a
federally recognized Indian tribe while living and working
on a federally established Indian reservation.

{5) (a) For a nonresident or part-year resident, the
taxpayer's federal alternative minimum taxable income, LESS

THE APPLICABLE EXEMPTION AMOUNT FROVIDED FOR IN SECTION 55

OF THE INTERNAL REVENUE CODE, must be prcrated to determine
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his Montana alternative minimum taxable income. The prorated
income is arrived at by dividing the Montana income
determined pursuant to 15-30-131 or [section 8 13] by the
federal adjusted gross income and multiplying this
percentage by the taxpayer's [ederal alternative minimum
taxable income.

[b} The taxpayer's prorated Montana alternative
minimum taxable income is then adjusted to include the
interest received from obligations of ancther state or a
political subdivision thereof, if the interest is used in a
trade, cccupation, or business carried on in this state;

{c) The taxpayer's prorated Montana alternative
minimum taxable income must then be reduced by:

{i) all interest received from obligations of the
United States government:;

{ii) all railroad retirement benefits:; and

(iii) all income earned by an enrolled member of a
federally recognirzed Indian tribe while living and working
on a federally established 1ndian reservation.

(d) For residents, nonresidents, and part-year
residents, the-rates-provided-fer-in-15-36-183--must A TAX

RATE OF 5% SHALL be applied to the Montana alternative

minimum taxable income. The taxpayer shall pay the greater
amount of the Montana alternative minimum tax or the tax

provided for in:
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(i) 15-30-111, if a resident:

{ii) 15-30-131, if a nonresident; or

{iii} [section B 13], if a part-year resident.

(6) Each taxpayer shall furnish with his Montang
alternative minimum tax return a copy of his federal
alternative minimum tax return.

Section 11. Section 15-30-111, MCA, is amended to
read:

"15-30-111. Adjusted--gross Montana net taxable income

for residents. (1) Adijusted-gresa Montana net taxable income

for residents shall be the taxpayer's federal 4neome——tax
adjuated--gress taxable income as defined in section-62-of
the Internal Revenue Code ef-1954-or-as-that-section-may—-pbe
tabeied--or--amended and in addition shall include the
following:

ta} all interest received onm obligations of another
state eofr--terrtktory--er—-county;-municipatity;-distriet; or
other political subdivision thereof;

(b) all refunds received of federal inccme tax in
1987, to the extent the deduction of such tax resulted in a
reduction of Montana income tax liabilitys-and

tcy-—that--portion-——-of--a--sharehotder's—-income--under
sabehapter--Ss--of-Ehapter-i-of-the-Internat-Revenue—-Eode—of
}9547that—has—been—feduced—byunny—Eedera}—taxes—paid—by——the

subchaprer-S5:-corporarion-on-the-income.
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(2) Notwithstanding the prévisions of the federal
Internal Revenue Code oé——1954——as~~}abeied-~or~—amended:

adjusted--groas, Montana net taxable income does not include

the following, which are exempt from taxation under this
chapter:
ta) all interest income from obligations of the United
States govecnment7w——the--—:tate———ei—-—Mcntanayﬁ——ceuntyv
municipaiity;-—disttict;——or——ather‘~pciiticai—--:ubdivision
thereot:
fb?--intereat—-ineeme——earned——by—-a-taxpayer—age—ﬁs—cr
cider—in—a—baxabie-year—up--to—»and»—inc}uding——seee“-éor—-a
tnxpnyarA~Ei}ing-a-:epnrnte—return-andAs&;Gea—ior—each—joint
retorns
fc?--a}i—benef;ts—received—under—the—cherul-ampiﬂyeea*
Retirement—ﬂct—nct—in-exces3—05—5376997
fd}-—ai}—benefitsTﬁnoe—in—exeess—of-53697——received—-as
sn-—annuityT-—pensiony——ar~-endowment~—under——any—pr&vate—or
corporate-retirement-plan-or-system;
fe)‘*ﬂii—bcncfits-paid—under-the*~teschers*——retirement
iuw—whiehfare—speeified—aa“exempt—ffam-taxation—by—iB-i-?GGr
fff——nii——beneEita——paid~-underF-Qhe——Pubiic~Emp}oyees*
Retirement-System-Actmwhieh—are—-:pecified——as-—exempt-‘Erem
taxation-by-1+53-3-105+
fg}-—aii——-benefits—--paidv—under——the——highuay——patre}

retirement—iaw*which—are-specified-ﬂs-exempe-—from—-taxat&on
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by-19-6-765;
thi--ati-Meontana-inesme—tax-refrnds-sr-credita-thereaf;
¢i¥y--ati--benefits-patd-under-19-11-682;-19-11-6847-and
19-13-685--to-—-retired-—and--disabted--firefightersy-—--their
surviving-spavses-and-erphanss
t3y--ati-—benefirts--paid--under--the-—municipat--potics
ocfficersi-retirement-system-that--are--specified-—-as--exempt
from-taxatton-by-19-9-16865;
thky--gain--required--te-—be-recegnized-by-a-liquidaring
corporation—under-15-31-113tiytayrfiiys
try--ati--tipa--covered-~by--section--3482tkyr--0f---the
internat--Revenne-Eode-of-19547-as—amended-and-apptteabte-on
January-17-19837-received-by-persona-for--services -rendered
By~-them-—-to-—patrona—-of-premises—ticensed-to-provide-Ffoody
heverage;-or-ltedgqing;
fmy--att-—-benefits---received---under—---the---workerst
compensation-tawa;-and
tny--att-—heatth-insurance-premiums—patd-by-an-emptoyer
for-an-empltoyee-if-attributead--as--inecome--to--the--empioyese
under-faderat-law:
£3y-——in-the-case-of-a-sharechotder-cf-a-corporation-with
respect--to-which-the-etectien-provided-for-under-sobchapter
S;-of-the-Internai-Revende-Eode-o0f-1954;-as-amended;——is--in
effect--bot--with-reapect-to-which-the-siection-provided-for

under-15-31-2027-as-amended;—-is--not-~in--effectr—-adjusted
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groas—-income-deea-not-inciude-any-part-af-the-corporationts
undiseribueed-taxabie-income;—nee--operating--iessy—-capital
gains—-or—-ather-—gains;--prefits;--or-ltossas-requirad-to-be
inetuded-in-the-sharehotderis-federat--inceme--tax-—adjuated
gross-income-by-reason-of-the-satrd-etecrion-under-subchapter
S---However;--the--sharehoider's-adjusted-gross-—incems-shaii
inciude-actuai-distributions-from--the--corporation——-to--the
extent--they——vwonld--be--treated-as-taxable-dividends-if-the
subchapter-Ss-etection-were-not-in-effects
t4y--A-sharehcider-of-a-biSe-that-is-—-exempt--from—-the
corporatton--tieense-tax-under-15-31-182+3y{t1}-shati-incltude
in-his-adjusted-gross-income-the-sarnings-and-profits-cf-the
BISE-in—the-same-manner-an-provided-by-fedarat-taw--¢{sectien
S5957--internai--Revenue--Cadey-for-aii-periods-£for-which-the
PISE-etection-ts-affectives
t5¥--A-taxpayer-whos-itn——determining--federat--adjusted
gross--ineomes—-has--reduced--his—-business-deductiona-by-an
amount - for-wages-and-satariea-far -which-a-federat-tax-credit
was-elected-under-section-44B-cf-the-internal--Revenue-—-Code
of--1954--or-—as——that--section-may-be-labelted-or-amended-ia
atltowed-to-deduct-the-amount-of-such-wages-and-sataries—paid
regardiesns-—of-the-tredit-takens-Fhe-deducticn-must--bea-—-made
in--the-year-the-wages-and-sataries-were-used-to-compute—the
ereditr—In-the-case--ef--a--partnership--or--amati--business

esrporatiens-—the--deduction--must-—-be-made-to-determine—the
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amount-of~-incoeme--or—-tosa--of--the--partnership--or—-smati
business-corporations
t6y--Married——taxpayers--filing--a-jeint-federai-return
who-must-ineclude-part-cf-thetr-social-security-——-benafits——or
part-of-their-tier-i-ratirond-retirement-benefirs-in-federat
adjusted--gross--inceme--may--split-+he-federat-base-used-in
eatevistion-of-federal-taxable-socitat-security~~benefits——or
federat--tazabte--tier--¥——ratiroad-retirement-benefits-when
they-filte-aseparate-Montana-income-tax-returnas——Phe——Ffederat
base-must-be-spiit-equativy-on-the-Montansa-retuerns
t7}--A---tarxpayer---receiving---rativement---disabiliey
benefits-who-has-net-attained-nge--65--by-~the--end--of-~the
taxable--year-and-who-has-retired-an-permanentiy-and-totaily
disabted-may-execinde-frem-adjusted-gross-income-—up--to--5168
pet-—week—received-aa—wages—cf—payments—in—iieu—cf—wages—far
a-period-during-which-the-empioyee-is-absent-from--work -—due
to-the-disabilticys--ff-the-adjusted-qroas-incame—hefora-thin
exclusion—-and-—-before-application-of-the-two-sarner-married
coupie-deduction-excends-515;0007-the--excess--veaducaa——the
exctuatofi--by--an--cquat-amounts-Fhis-timitation-affects—the
amount-of-exetuatonr-but-nat-the-taxpayeris-etigibitity——faor
the-exeiusionr‘Fif~eiigibie7—marricd—individuais—:huii—appiy
the--exciusion—-separataly;——but-—the -limitation—£for—incoms
exceedingA5}57606-is—determfned-with—respect—to-the—wapouses

on*-theff—combined—adjusted—graas—income:—Por—the—purpose—of
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this—snbaactionr——pcrmanentiy——and——totai}y——disnbled——meana
unab}e—-tc-—engage——in——any——substantiai—gaénfui—activitywby
reaaan——of—-any——medicgiiy~-detetmined*—physieai—-cr——mentai
impairnent—-ia:ting-—ar—expected—to-iu:t—ut-ieast-ii—mcnths:

{(b) all railroad retirement benefits;

(C) ALL BENEFITS, NOT IN EXCESS OF $3,600, RECEIVED AS

AN ANNUITY, PENSION, OR ENDOWMENT UNDER _ARY PUBLIC, PRIVATE,

OR CORPORATE RETIREMENT PLAN OR SYSTEM OTHER THAN A RAILROAD

RETIREMENT PLAN;

te3(0) all income earned by an enrolled member of a

federally recognized 1Indian tribe while iiving and working

on_a federally established Indian reservation,

(3) A taxpayer who elects to itemize his deductions

from income on his federal return for tax year 1987 and who

is required to pay additional federal tax due in 1987 for

the 1986 tax vyear may deduct the federal tax paid in 1987

from his Montana net income.”

Section 12. Section 15-30-131, MCA, is amended to
read:

“15-30-131, Nonresicdent----and----temporary---resident
taxpayers--——-adjusted-grosa-ineome----deductiona Montana net

taxable income for nonresidents. (1) In—-the--ecase-—-sf--a

taxpayer——other——than——a—fesident—of—thia—stater Montana net

taxable income for nonresidents is derived from adjusted

gross income from sources within and without the state,
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determined as follows:

{a) Montana adjusted gross income includes the entire
amount of federal adjusted gross income from sources within
this state, but shai:* does not 1include income from
annuities, 1interest on bank deposits, interest on bonds,
notes, or other interest-bearing obligations, or dividends
on stock of corporations except to the extent to which the
same shali-be are a part of income from any business, trade.
profesgion, or occupation carried on in this state.
Interest income from installment sales of real or tangible
commercial or business property located in Montana must be
included in adjusted gross income. Adjusted-gross-income
Ffrom--scurcea--within--and--withoutbt——~this—-state--shait---be
aticcnted--and--apportioned--under--ruies-—-prescribed-by--the
department<

t2y--tn-the-case-of-a-taxpayer-othar-than-a-resident—of
this-state-who-is-a-resident-of-a-state-that-imposes——a--tax
on-the-income-of-~naturat-persons-resitding-within-that-states
the-—-deductiens---aliewed-~-tn--computing--net--itncome--are
restricted-to-those-direetiy-connecsted-with-~the--preduction
of-Montana-incomer

t33-—-in-the-case-of-a-taxpayer-other-than-a-resident-of
this-state-who-its-a-resident-of-a-state-that-dees-not-impose
a~—pax-an—the-income—-of-naturai-persoms-resitding -within-that

statey-the-deductions-nttowed-in-computing-—net-—income--are
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restricted-—to-the-greater-of-those-divectiy-retating-to-the
preductien—of-Montana-inceme-or-a-prorated-ameunt--of -—echase
atlowed---under---15-38-12tv-—-For-—-the--purposes—-of--thia
subacetion;-deductions-atitowed-under-15-36-t2:-appiy-onty-to
earned-ineeme-and-must-pe-prorated-acecarding-—-to--the--ratcie
that-—-the--taxpayeris--Montana--earned--income--bears—to-his
federat-earned-incomes

t4y——A--temporary--resident--shati--be--atiowed---those
deductiens-and-the-credibt-under-15-32-109-atiowed-a-resident
ta--the—-extent—-that-such-deductions—cr-credit—were-actualiy
tnenrred-or-expended-in-the—-state——of--Mentana—-during--the
course-of-his—residencys

$+54-—-FPer——-the-purposes-cf-this-seceion;-Yearned-incomet
shati-be-defined-as-the-same-term-is-defined-in--section--43
cf--the--internat--Revenue--€oder--or--aa-—that--section-may
subsegquentiy-be-amendeds

fG}-fRotwithstandingﬁbhe—pravisiona—ef-subsectéons—-fi}
and--t3y7-—any-contributien-mads-after-December-31;-13682;-to
the-state-cf-Montana--or--a--potiticat--subdivision--thereof
shati--be--an--attowabie--deduction-in-computing-net-incomes
Fhe-deduction-ts—subject-to-the--timitatians-—-set-—forth-—-in
section-130-af-the-Internat-Reavanuse ECode-of-19547-an—tahatead
ar-amendeds

(b) To determine his Montana net taxable income, a

nonresident may deduct from his Montana adjusted gross
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income conly the following items:

(i) a prorated part of the federal exemption provided

for in section 151 of the Internal Revenue Code;

(ii) a prorated part of the taxpaver's federally

allowed home mortgage interest;

(iii}) a prorated part of the taxpayer's federally

allowed medical expenses;

(iv) all sums donated to:

(A} an organization qualified under section 501(g)(3)

of _the Internal Revenue Code to receive tax—exempt

contributions, which conducts its principal activity in this

state; or

{B) _the state of Montana or a pelitical subdivision or

agency thereof;

(v) @all railroad retirement benefits;

(vi} all interest received from United States

obiigations;

{vii) all income earned by an enrclled member of a

federally recognized Indian tribe while living and working

on a federally established Indian reservation:

(VIIT) INTEREST AND TAXES ON MONTANA FROPERTY USED FOR

THE PRODUCTION OF MONTANA TNCOME.

{c) _The prorated part referred to in  subsections
(L1){(b){i) through (1)(b){iii) is determined by multiplying

the ratio of Montana adjusted gross income to federal
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adjusted qross income by the federally allowed deductions

specified in subsectiocns (1)(b)(i) through (1y(b)(iii).

{d) The department may adopt rules for allocating and

apportioning adjusted gross income from sources within and

without this state.

t#3{(2) For purposes of this section, "installment
sales"” means sales in which the buyer agrees to pay the
seller in one or more deferred installments.

{3) The nonresident's Montana net taxable income is

subject to the rates provided in 15-30-103."

NEW SECTION, Section 13. Montana net taxable income

for part-year residents. (l) To determine Montana net
taxable income, a part-year resident may deduct from his
Montana adjusted gross income a prorated part of his federal
standard deduction or a prorated part of the itemized
deductions allowed by the Internal Revenue Code. The
deduction allowed in this section must be the same as taken
by the taxpayer on his federal return For the year. The
prorated part is determined by multiplying the ratio of
Montana adjusted gross income to federal adjusted gross
income by the standard deductions or itemized deductions.

(2) For purposes of this section, Montana adjusted
gross ingcome is determined as follows:

(a) Montana adjusted gross income includes federal

adjusted gross income from all sources received during the
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period of residency and all interest income from installment
sales of real or tangible commercial or business property
located in Mcontana, less the following:

{i) all interest received from obligations of the
United States government;

{ii) all railroad retirement income; and

(iii) all income earned by an enrolled member of a
federally recognized Indian tribe while living and working
on a federally established Indian reservation.

(b} Montana adjusted gross inccme does not include the
following unless a part of income from a business, trade,
profession, or occupation carried on in this state:

{i) income From annuities;

{ii) interest on bank deposits;

(iii) interest on bonds, notes, or other
interest-bearing obligations; or

{iv) dividends on stock of corporations.

{3) The part-year resident's Montana net taxable
income is subject to the rates provided in 15-30-103.

Section 14. Section 15-30-132, MCA, is amended to
read:

"15-30-132, Change frem--nonresident--to--resident-or

vice—versa of residency status. ¥f-a--taxpayer—--changes--his

status--from-that-of-resident~to-that-of-nonresident-sr-from

that-of-nonresident-to-that-of-resident-during--the--eaxabie
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year;——he--shati—-fite-a-return-covering-the-fraction-of-the
year~during-which—he-was-a-residener-The-sxsmpeions-previded
in-35-30-ti2-shati-ba-prorated--on--the--ratio--the--Mentana
adjusted--gross--itncome——bears--to-—federat--adjuated--greas
incomer A Montana citizen moving out of the state,
abandoning his residence in the state, and establishing a
residence elsewhere must file a return on--the-—-fracticnatl
basis. If he obtains employment outside the state without
abandoning his Montana residence, then income from such
employment is taxable in Montana."

Section 15. Section 15-30-135, MCA, is amended to
read:

"15-30-135. Tax on beneficiaries or Ffiduciaries of
estates or trusts., (1) A tax shall be imposed upon either
the fiduciaries or the beneficiaries of estates and trusts
as hereinafter provided, except to the extent such estates
and trusts shati-be are held for educational, charitable, or
religious purposes, which tax shall be levied, collected,
and paid anpually with respect to the income of estates or
of any kind of property held in trust, including:

‘ (a) income received by estates of deceased persons
during the periocd of administration or settlement of the
estate;

{b) income accumulated in trust for the benefit of

unborn  or unascertained persons or persans with contingent
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interests;

(c) income held for future distribution under the
terms of the will or trust; and

{d) income which is to be distributed to the
beneficiaries periodically, whether or not at regular
intervals, and the income collected by a gquardian of a
minor, tc be held or distributed as the court may direct.

(2) The fiduciary shall be responsible for making the
recurn of income for the estate or trust for which he acts,
whether the fiduciary or the beneficilaries are taxable with
reference to the income of such estate or trust. In cases
under subsections (a) and (d) of subsection {1}, the
fiduciary shall include in the return a statement of each
beneficiary's distributive share of net income, whether or
not distributed before the close of the taxable year for
which the return is made.

(3) In cases under subsections {a), (b), and (c) of
subsection (1), the tax shall be imposed upon Lthe fiduciary
of the estate or trust with respect to the Montana net
income of the estate or trust and shall be paid by the
fiduciary. If the taxpayer's net income for the taxable
year of the estate or trust is computed upon the basis of a
pericd different from that upon the basis of which the net
income o©f the estate or trust is computed, then his

distributive share of the net income of the estate or trust
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for any accounting period of such estate or trust ending
within the fiscal or calendar year shall be computed upon
the basis on which such beneficiary's net 1lncome 1Is
computed. In such cases, a beneficiary not a resident shall
be taxable with respect to his income derived through such
estate or trust only to the extent provided in 15-30-~131 for
individuals other than residents.

(4) The fiduciary of a trust created by an employer as
a part of a stock bonus, pension, or profit-sharing plan for
the exclusive benefit of some or all of his employees, to
which contributions are made by such employver or employees,
or both, for the purpose of distributing to such employees
the earnings and principal of the fund accumulated by the
trust in accordance with such plan, shall not be taxable
under this section, but any amount contributed tc such fund
by the employer and all earnings of such fund shall be
included in computing the income of the distributee in the
year in which distributed or made available to him.

{5) Where any part of the income of a trust other than
a testamentary trust is or may be applied tc the payment of
premiums upon policies of insurance on the life of the
grantor (except policies of insurance irrevocably payable
for the purposes and in the manner specified relating to the
so-called “charitable contribution" deduction) or to the

payment of premiums upon policies of 1life insurance under
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which the grantor 1is the benefictary, such part of the
income of the trust shall be included in ccmputing the net
income of the grantor."

Secticon 16. Section 15-30-136, MCA, is amended to
read:

"15-30-136. Computation of income of estates or trusts
-~-sxemption. {ti}--Except--as--seherwise-——provided-—-in--ehis
chapterrs-—tgross--incomed--of--estates——or--crusts-means-ail
incoma-From-whatever—asouree-derived-~in--che--taxabie--years;
itnciuding-but-not-timited-eo-the-fatiowing-itemss

tay-—-~dividendss

tb¥-—tnterest--received--or-acerued;-tnciuding-interest
recetved-on-sbhiigatisns-sf-ansther-state-or-territory--or--a
countyr-—-municipaltityy---districty;---er---ether---potitical
subdtvision-theresfy--buet-——execiuding--interesc--income——-£rom
ocbitgations-af:

ti¥y-—-the--Hnited —States—-—qgovermment-—or—-the——state-sf
Mentanar

tity-a-sehootr-discricer-or

titiy-a-—county;——municipatity;——-districe;-———or-—-other
poltiticat-svbdivision-of-the-state;

tey——income-from-partnerships-and-other-fiduciaries;
td}--gross-rents-and-royattiess
ter-—gain--frem-sate-or-exchange-of-propertys-tnctuding

those-gains—-that-are-exetuded-from-gross-income-for——-federal
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fiduciary-—ineeme—-tax—-purposes--by--sectiton--64¢t{c}i-cf-the
internal-Revenue-Sode-0f-13547-as—amendeds
tEy--gress-prefic-from-trade-or-busineas -and
tg3--refunds-recovered-on-federat-income—-taxy-—to-——the
extent—~the-deduction-of-such-tax-resuited-in-a-reduction-of
Mentana-income-tarx-tiabititys
+24——in-computing-net--income;-—there—-are--atrtowed--as
deductionss
tajy-~interest-—--expenses—-deductibie--for--federat--tax
purposes=s-geeording-to-section-163-sf--—the--internat-—-Revenae
Eede-of-19547-as-amended;
thy--raxes--pard--or-~accrued--within-the-taxable-years
tnetuding - -but--not--timited--to--federat--income—-tax;-but
excluding-Mentana-income-taxy
tey—-thae---£fiductaryls——-partien——eof--deprectation--or
depletion-which--is--dedectibie--for--federai--tax—-purposes
aecord}ng‘—to——séctions~4i6?7—~6ii1—-and—ﬁd?—offthe-Internai
Revenne-cade-of-1954;-as~amended;
{dy-—charitabte-contributions-that-are-—-deductiblte--for
faderat--tax-—purposes—-—according--to-—-section-642tey-of-the
Internal-Revenne-Eode-0f-19547-as-amendeds;
tey-—admintstrative-expanses-ciaimed-£for-federat-incame
tax-purposes;-—according-to-sectitons-2i2-and--642¢(gy--of--the
Internal--Revende-€ode-cf-19547-as-amendedys-tf-such-expenses

wera-not-ciaimed-as-a-—deduction-—-tn-—the--determination-—-—of
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Mentana-inherttance-taxs
t£y--tosses—-from-fire;——stormy--shipwreck;--oer—-other
casuatty-or-from-thefty-to-the-extent-not-compensated-for-by
insurance-or-otherwiser—that-are-deductibite-for-federal--tax
purposes—-—aceording--to--section-165-cf-the-Internal-Revenue
gade-af-1954; -asamendeds
tg¥y--net-oparating-less-deductions-atiewed-for--fadera
inceme-tax-under-sectton—642+dy-of-the-Internat-Revenue-Code
of--19547-—as--amended;-—except-estates-may-not-ciaim-losses
that-are—deductibie-on-the-decedent!sa-final-returns
thi--ail--benefits--received--as---federat---empioyeeat
retirement-not-in-excese-of-53;600+
tiy--ati--benefits--patd--under--the--Montana-teachers!
retirement-system-that-are-specified-as-exempt-from-taxation
by-19-4-786;
t§¥--art--benefits--paid--under-—the---Mentang-—-—Pubite
Employeest--Retirement—-Gyatem--Act--that—-are--specified-as
exempt-from-taxation-by-19-3-185;
thi--ati--benefits--paitd--under--the—-Montana---highway
patroiments--retirement--system-that-are-specified-as-exempe
Erom-taxation-by-19-6-~785;
t1y-—Montana-income-tax-refunds-ecr-credits-theresf-
tm}--ait-benefits-pard-under-¥9-131-682;-19-131-604;--and
19-11-685-eo-retired-and-disablted-firemen-or-~their-surviving

apaunses-—or-chitdren;
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tny—-ati--benefits--paid--under--the--municipal--poltee
sffreprsl-retirement-system-that--are--specified--as-—-exempt
fram-taxation-kby-35-9-3865+

to}-—-ati-—-benefitas-noe-in-excess-of-5360-recatved-an—an
annuityr-penstony —or-endowment-under--private--ser--ssrporate
retiremant—pians-or-systems:

t3y--In-the-case-of-a-sharehotder-of-a-corporation-with
respect-~te-which-the-etection-previded-for-under-subehapter
Sz-ef-the-internat-Revenue—Eode-cf-1954;—as-amended;—-t3-—-tn
effect--but--with-reapect-to-which-the-ecltection-provided-far
under-15-31-262-is--not-—-in--effeckty--net--income--does--not
inctude-—-any-part-of-the-corporatisnis-undistribeted-taxabte
income;-net-operating-iosa;-capitat-gains--or--other—-gainsy
prefits;——-or---iessas---regquired--to--be--incinded--in——the
sharchéider*s—federat~income"tax—net—income—by-reaaon~o£—the
election-under-subehapter-S--However;-the-shareholderts-—-net
income—--shali---inetnde---actuat---gdiseribution---froem--the
corporation-to-the-extent-it-wonld--be--treated--as—-taxabie
dividends--itf-the-subchapter-S:--etection—weare-not-in-effects

{1) The Montana taxable income of an estate or trust is its

federal taxable income as provided by the Internal Revenue

Code, including interest received aon obligations of another

state or a political subdivision thereof, reduced by

interest received from obligations of the United States

government .
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t4y{2) Phe--foilowing-additionai-deductions—shati-be A
deduction is allowed in deriving taxable income of estates
and trustsst

tad--any for the amount of income for in the taxable
year currently required to be distributed to beneficiaries
for such years.

thy--—any--other-—amsunts—-preperiy--paid-or-credited-or
reguired-to-be-distributed-for-the—taxahle-years

{e)y--the-amount——-of-~60%-—cf--the--excess--of--the--net
tong-term--capttat-gain-over-the—net-short-term—capttai-icss
for-the-taxabte-yemrs

t53y--Pne-axemption-atiowed-for-esstates--—and-—trusts——is
that----exemption——--provided----tn----19-348-1:2¢2y{ay-——-—and
+5-36-112¢83:"

Section 17. Section 15-30-141, MCA, is amended to
read:

"15-30-141, Tax as personal debt. Every tax imposed by
this chapter and all increases, interest, and penalties
thereon shall-be are from the time they are due and payable
a personal debt from the perscn or fiduciary liable to pay

the same to the state. Taxpayers filing a joint return are

jointly and severally liable for the tax and any interest

and penalty unless the department determines, hased on_the

criteria in section 6013{e) of the Internal Revenue Code,

that a spouse is relieved of liability."
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Section 18. Section 15-30-142, MCA, is amepnded to
read:

"15-30-142. Returns Filing of returns and payment of

tax ———penatty-and-intereat—---refunds-—-~-eredits, (1) Every
singte individual and-every-marvied-individumli-neot-£fiting--a
joint--return--with--his--or--her--spouse-and-having-a-gross
income-for-the-taxable-year-of-more-than-5176687-as—adjusced
under—-the--provisions——-of--subsectien-—-{?¥y7;--—and-—-married
tndividuals———not--£fiting-—-separate--returns-——and--having——a
cembined-grosa-income-for-che-—taxable-—-year--of--more-—than
$276807--as--adjusted-under-the-provisiona-sf-subsection-¢t7¥

subject to a tax pursuant to this chapter who is required by

section 6012 of the Internal Revenue Code to file a federal

income tax return or who receives income in excess of $5,000

from obligations of another state or a political subdivision

thereof s —shaii-kbe is liable for a return to be filed on such
forms and according to such rules as the department may
prescribe. fhe-gross--—income--amounts--referred-~to——in--the
preceding—-sentence—-shati-be-inereased-by-58807-a3-adjusted
nnder-the-provisitona-—-of--15-30-132¢F+--and-—-{8)y7 - -for--cach
addikional --personai--exemption--a2iiowance--the-~-taxpayer-is
entitied-—-to--cimim-~for--himseif--and-—-his---spovse---under
15-36-1312¢3¥--and--{457-—A--nenresident-shati-be-regnired-te
fite -a-return-+rf-hia--grosaz--incoeme—-for--the--taxabie--year

derired--Efrom-—asureca--within-Montana-excesds—ths -anounc-a§£
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the—exemption-deduction-he-is-entitied-to-claim-fer—-nimaels
and--his--spouse-—ander-the-previsiona-of-15-36-132¢2y7-¢3}5
and-{4};-as-prorated-according-+e—-15-30-112¢64=

t2¥--In-accordance-with-instructions-see-forth--by~-the
deparement;-—every-—taxpayer--who-is-married-and-tiving-with
husband-or-wife-and-ia-required-to—fite-a-return-mayy-at-his
or-her-option7-fite~a-joinkt-return-with-husband-or-wife-even
though-ene-of-the--speuses--has--neither--gross--inecoema--nor
deductionas——If--a--joint--return--tas-mader-the-tax~ahati-be
eomputed-on-the-aggregate-taxmbie—income-and--the--tiability
with--respect—-to--the-~tax—shaiil-be-jeint-and-severar--1£-a
jeint-retern-has-been-fited-for-a-taxabie-year;-the--spouses
may--nok-file-separate-returns-afeer-the-time-for-fiting-the
retorn-of--either--has--expired--uniess-—-the--department--as
consentas

(2) Every person who is required to file a return

under subsection (1) shall use the game Ffiling status to

file his state return_ as that used by him to file his

federal return,

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

(4 All taxpayers, including but not limited to those

subiject to the provisions of 15-30-202 and 15-30-241, shall
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compute the amount of income tax payable and shall, at the
time of filing the return required by this chapter, 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 estimated tax return
provided for in 15-30-241:-provided;-hewavaer; if 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 $1 the amount of income tax as
computed, the taxpayer shali-be is entitled to a refund of
the excess.

{5} As soon as practicable after the return is filed,
the department shall examine and verify the tax.

{6) If the amount of tax as verified is greater than
the amount theretofore paid, the excess shall be paid by the
taxpayer to the department within 60 days after notice of
the amount of the tax as computed, with interest added at

the rate of 9%--per-annum 3/4 of 1% per month or Eracticn

thereof on the additional tax. In such case there shall be
no penalty because of such understatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed to the taxpayer.
t#+--By--November--i-cf-each-yeary-the—department-shait

muibipiy-the-minimum—amount-of--grosa-—income~—necessitating
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ehe—-£iling--of—a--return--by--the-inflation-factor-for-the
taxabie-year:-Fhese-adjusted-amounts-are-effective-for--that
taxable--yeary--and--perscns--having-gross-incomes-tess-than
these—adiusted-amounca-—are-not-required-to-fite-a-veburns

t8¥--fndtviduat-income-tax-—-forma--distributed--by--the
department--for--each-taxabte-~year—-must-contatn-instructions
and-tabies-based-en-the-adjusted--base--year--atructura-——for
that-taxable-year-"

Section 19. Section 15-30-144, MCA, is amended to
read:

"15~30-144. Time for filing —- extensions of time. (1)
Returns shall be made to the department on or before the
15th day of the 4th month following the close of the
taxpayer's fiscal year, or if the return is made on the
basis of the calendar year, then the return shall be made on
or befcre the 15th day of April following the close of the
calendar year. Each return shall set forth such facts as the
department considers necessary for the proper enforcement of
this chapter. There shall be annexed +to such return the
affidavit or affirmation of the persons making the return to
the effect that the statements contained therein are true.
Blank forms of return shall be furnished by the department
upon application, but failure to secure the form shall not
relieve any taxpayer of the obliqation to make any return

required wunder this law. Every-taxpayer-itabire-for-a-tax
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ander-this-iaw-shati-pay-a-minimum-tax-of-5~+
t2y--An-antenatie-f-month-extension-ef-time-for--£iting
a-return-is-atiowsd;-provided-that-on-or-before-the-dua-date
of--the--returny——an--applicatton-is-made-on-forms-avaiiabie
from-the-department-er-in-writing-to-the-department<

(2} The person making the return may obtain an

automatic 2Z-moath 4-MONTH extension of time for filing a

return, subject to the following:

{a) An application for extension must be filed before

the due date for filing the return on a form prescribed by

the department and--be--aecompanied—-by--a-—copy—-eof-——the

applicantis--federat--income--tax-form-4868-submitted-to-the

internat-revenue-service-fer-the-—same--tax—-year--and-—-same

extension-of-the-return-£fiting-peried,

(b) TIf the applicant is not required to make a federal

income tax return, he must indicate that fact on the

application for extension filed with the department.

{c} An automatic extension of time to make the state

income tax return is not an extension of time to pay the

income tax due. The applicant must calculate and remit with

the application the tax due, less withheld tax payments,

estimated tax payments, and tax credits for _which the

applicant may be eligible.

td) It the applicant underestimates his tax due by 10%

ar__aore, he is_liable for penalties and inte est under
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15-30-323 from the date the tax is due.

{3) The department shall grant an application for

extension of time for filing a return if the applicant

submits an application as set forth in subsection (2), The

department need not notify an applicant Of its determination

unless it denies the application.

(4) A person granted an _automatic extension under

subsection (2) may be granted an additional extension, not

to exceed 4 2 months from the date for filing a return, if

upon further application the person shows good cause to

receive another extension, The filing of an appeal from a

denial of the application for another extension does not

stay the time for filing the return,”

Section 20. Section 15-30-146, MCA, is amended to
read:

"15-30-146. Tolling of statute of limitations. The
running of the statute of limitations provided for under
15-30-145 shall be suspended during any pericd that the
federal statute of limitations for collection of federal
income tax has been suspended by written agreement signed by
the taxpayer or when the taxpayer has instituted an action
which has the effect of suspending the running of the
federal statute of limitations and for 1 additional year.
If the taxpayer fails to file a record of changes in federal

taxable income or an  amended return as required by
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15-30-304, the statute of limitations shall not apply until
5 years from the date the federal changes become final or
the amended federal return was Filed. If the taxpayer omits
from gross income an amount properly includable therein
which is in excess of 25% of the amount of adjuated--gress
net taxable income stated in the return, tha statute of
limitations shall not apply for 2 additional years from the
time specified in 15-30-145."

Section 21. Section 15-30-162, MCA, is amended to
read:

"15-30-162. Investment credit recapture. ti}-Fnere--is
aiiowed——as——a—credit—again:t—ehe—tex—impcaed—by-is—ae-lea—a
percentage-cof-the-credib-atiowad--with—-respect--to--ecertain
depreciabie——property~—underv~aection—-BB—AoEA~the——inbernai
Revenue-Ecde“of—19547-a3“amendedrmar-as—sect%Gn——38“~may——be
rennibered--or-amendeds-Hewever; -rehabilitation-costa-as-ank
Eeeth-under*sectian—i&faffift??—of‘the—Enﬁefhai—Revenue~€ede
ef-13G4y-or-as-section--46tatt23tPI-—may--be-—renumbered--or
amended;~~are—"nct—"to—be‘inciuded—in—the—campntabian*cf-the
investment—credit7—?he—cfedih—is-aiieued—-fer-wthe*—purchasc
and-—instaiiation*—eﬁ-—certain—quaiified—preperby—definedwby
sectien—aﬂ—of—the‘intetnai—Revenue~€ede-oE—i9547-a:—nmendedv
iE-tha—pfeperty—meets—a}i—of—the——fo}iowing~—quaiificatiens:

tay-~it-was-piraced-in-service-in-Mentana;—and

fb&——it~was—used-EorAthe—production—oé-ﬁantnna—ndjusted
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gross—ineomes
t2y--FPhe-—amount--cf-the-credit-attowed-for-the-taxabie
year-ta-5%-of-the-amncunt-of-credit-determined-under--section
46tart2y--of~-—-che-Internai-Revenue-Code-o0f-1954;~as-amended;
or-as-sectivn-46tayt2y-may-be-renumbered-or-amendeds
t3)--Netwithstanding-the-previsiona-of-subsection—{2}5
the--investment--credit-attoved-for-the-taxabie-year-may-not
exceed-the-taxpayeria—tax-tiabtiiey-for-che-taxable-year--or
39807 -whichever-ia-tass:
t43--Ff--property--for--which--an—-itnvestment-credit—-ts
etaimed-in-used-boeh-instde-and-sutstde-this-stater--onty--a
portion--af--the--earedit-~-ta-—-aliowsds - Phe——credib-——mnuat-pe
appertioned-according-to-a-fraction-the-numerator--of--whieh
is--the--number-of-daya-during-the-taxable-year-the-propercy
was-iscated-in-Mentana-and-the-denominator-ef-which-—is—-the
number--of--days--—-during-the-taxabie-year-the-taxpayer-cwned
the-propertys-FThe-itnvestment-credit-may-be-appiied-—onty--to
the--tax--tiabittty-ef-rhe—traxpayver-who-purchases-and-piaces
in-sepvicea-the-proparty-fer-which-an-—investment——credit——is
ciaimed:-—Phe--credit—-may--—nret-be-aliccatad-betwean-apouses
umiess—the-proparty--ts--used--by--a--partnarship--or-—amatl
business———easrporaticn———-of---which--they--are-—-parvtnera--or
sharehoiderss
t5¥ The investment credit a}lowed--py--this--section

taken by a taxpayer pursuant to this chapter is subject ta
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recapture as provided for in section 47 of the Internal
Revenue Code ef-——-i9547-as—amended;-or-as-secktion-47-may-be
renumbered-or-amendsag.”

Section 22, Section 15-30-303, MCA, is amended +to
read:

"15-30-303, Confidentiality of tax reccrds. (1) Except
in accordance with proper judicial order or as otherwise
provided by law, it is unlawful for the department ar any
deputy, agsistant, agent, c¢lerk, or other officer or
employee to divulge or make known in any manner the amount
of income or any particulars set forth or disclosed in any
report or return required under this chapter or any other
information sSecured in the administration of this chapter.
It is alsc unlawful to divulge or make known in any manner
any federal return or federal return information disclosed
on any return or report required by rule of the department
or under this chapter.

(2} The officers charged with the custody of such
reporks and returns shall not be required to produce any of
them or evidence of anything contained in them in any action
or proceeding in any court, except in any action or
proceeding to which the department is a party under the
nrovigsions of this chapter c¢r any other taxing act cr on
beha £ of any party to any action or proceedings under the

prov.sions of this chapter or such other acy when the
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reports or facts shown thereby are directly involved in such
action or proceedings, in either of which events the court
may require the production of and may admit in evidence so
much of said reports or of the facts shown thereby as are
pertinent to the action or proceedings and no more.

(3) Nothing herein shall be construed to prohibit:

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

(b) the publication of statistics so classified as to
prevent the identification of particular reports or returns
and the items thereof; or

{c) the inspection by the attorney general or other
legal representative of the state of the report or return of
any taxpayer who shall bring action to set aside or review
the tax based thereon or against whom an action or
proceeding has heen instituted in accordance with the
provisions of 15-30-311 and 15-30-322.

(4) Reports and returns shall be preserved for 3 years
and thereafter until the department orders them to be
destroyed.

(5) Any offense against subsections (1) through (&) of
this section shall be punished by a fine not exceeding
$1,000 or by impriscnment in the county jail not exceeding 1

year, or Dboth, at the discretion of the court, and if the
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offender be an officer or employee of the state, he shall be
dismissed from office and be incapable of holding any public
office in this state for & period of 1 year thereafter.

{6) Notwithstanding the provisions of this section,
the department may permit the commissioner of internal
revenue of the United States or the proper officer of any
state imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may furnish to
such officer or his authorized representative an abstract of
the return of income of any individual or supply him with
information concerning any item of income contained in any
return or disclosed by the report of any investigation of
the income or return of income of any individual, but such
permission shall be granted or such information furnished to
such officer or his representative only if the statutes of
the United States or of such other state, as the case may
be, grant substantially similar privileges to the proper
officer of this state charged with the administration of
this chapter.

{7) Further, notwithstanding any of the provisions of
this section, the department shall furnish=+

tay-—-to--the--department--of—~justice--ati--information
necessary-to-——identify--those--perasns--quatifying--for--the

additiona}—exemption—Ear—b}indness—pursuant—tc—}5~36—i§2f417
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for--the--purposs--of--enabiing-the-department-of-justice-to
admintster-the-pravisions-of-61-5-185r—and

tb¥ to the department of social and rehabllitation
services information acgquired under 15-30-301, pertaining to
an applicant for public assistance, reasonably necessary for
the prevention and detection of public assistance fraud and
abuse, provided notice to the applicant has been given."

Section 23. Section 15-31-202, MCA, 1is amended teo
read:

"15-31-202. Blecticn by small business corporation.

{1} A small business corporation may-elest THAT HAS MADE A

VALID ELECTION UNDER SUBCHAPFTER § OF CHAPTER 1 OF THE

INTERNAI. REVENUE CODE IS not ¢e--be subject to the taxes

imposed by this chapter.
t23~~if-~a-smati-kbusiness-corperation-makes-an-etectien
under-snbsection-¢tyr—thens
tay--with--respect—-to-—-the--tarabre--~-years-——--ef-~--the
corporatien--for--which--such--election--is-—-in-affecty-auech
corporation-is-not-subject~-to--the-—-taxes--imposed--by--this
chapter—-and7—-with--respect~~to~-auch-taxabie-years-and-aiti
suceceeding-taxable-years;-the-proviastens-of-chis-part-—-apply
to-such-earporation;—and
thi—-with-respect-to-the-taxabie-years-of-a-sharenotder
of-such-corperation-in-which-or-with-which-the-taxable-years

ef-the-cerporatien-for-which-such-etection-ts-in-effect-ends
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the--provisions--of-this-pare-appiy-to-suech-shareholdery-and
with-respect--to——such--taxable--years--and--all--suecceeding
taxable--years;——-the--previstens--of-this-part-appiy-te-such
shareholders

+3}--An-eteectrion-under-subsestion—{i}-must-be--made-~-in
accordance—-with--ruies--preseribed--by—-the--department——of
tevenues

(2) A SMALL BUSINESS CORPCRATION THAT HAS MADE A VALID

ELECTION UNDER SUBCHAPTER § OF CHAPTER 1 OF THE INTERNAL

REVENUE CODE SHALL FILE BY THE 15TH DAY OF THE THIRD MONTH

OF ITS FIRST TAXABLE YEAR A COPY OF THE INTERNAL REVENUE

SERVICE NOTIFICATION OR_ OTHER PROOF THAT A VALID FEDERAL

ELECTION HAS BEEN MADE. IF SUCH PROOF IS NOT FILED BY THE

TIME THE DEPARTMENT RECEIVES THE CORPORATION'S FIRST TAX

RETURN, THE DEPARTMENT SHALL NOTIFY THE CORPORATION THAT

SUCH PROGF TS REQUIRED WITHIN 60 DAYS OF THE DATE QF THE

NQTICE. IF PROOF IS NOT RECEIVED WITHIN 60 DAYS, OrR BY A

REASONABLE EXTENSION DATE BASED UPCN A REQUEST BY THE

TAXFPAYER PRIOCR TO THE EXPIRATION OQF THE 60 DAYS, THE

CORPORATION I35 SUBJECT TO THE TAXES IMPOSED BY THIS CHAPTER.

£23(3) A SMALL BUSINESS CORPORATION THAT HAS MADE A

VALID ELECTION UNDER SUBCHAPTER S OF CHAPTER 1 OF THE

INTERNMAL REVENUE CODE MAY ELECT TQ BE SUBJECT TO THF _TAXES

IMPOSED PY THIS CHAPTER BY FILING AN ELECTION ON A _ FORM

POV ED BY THE DEPARTMENT. THE FORM MUST HAVE PRIMTED ON iT
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A NOTIFICATION THAT MAKING THE ELECTION WILL SUBJECT INCOME

TO TAX UNDER BOTH THIS CHAPTER AND CHAPTER 30. FOR TAX YEARS

BEGINNING ON OR AFTER JANUARY 1, 1387, BUT BEFORE MARCH 1,

1988, THE ELECTION MUST BE FILED BY MAY 15, 1988,

THEREAFTER, THE ELECTION MUST BE FILED BY THE 1STH DAY OF

THE THIRD MONTH OF THE TAXABLE YEAR FOR WHICH THE ELECTION

IS TO BECOME EFFECTIVE. THE ELECTION MAY BE REVOKED By

WRITTEN NOTIFICATION TO THE DEPARTMENT. SUCH REVOCATION MUST

BE FILED BY THE 15TH DAY OF THE THIRD MONTH OF THE TAXABLE

YEAR FOR WHICH THE REVOCATION IS TO BE EFFECTIVE.

{(4) This eteetion SECTION is not effective unless the
corporate net income or loss of such--etecting THE

NONELECTING SMALI, BUSINESS corporation is included in the

stockholders' adiusted-gress income as-~defined-in-15-39~333%,

(5) Every electing NONELECTING SMALL BUSINESS

corporation is required to pay the A minimum fee of $§10
required by 15-31-204."

SECTION 24. SECTION 15-31-204, MCA, IS AMENDED TO

READ:

"15~31-204. Minimum fee of qualifying corporations
unaffected. Notwithstanding the provisions of 15-31-121
corporations eleecting-and qualifying under 15-31-202 shail
pay a minimum fee of $10."

SECTION 25. SECTION 15-31-209, MCA, IS AMENDED TO

READ:
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"15-31-209. Termination and revocation. If the
election under the provisions of Subchapter S is either
terminated or revoked for federal purposes, the corporation
must notify the department within 30 days of such
termination or revocation. Phe-department-may--terminate--an
etection--at--any--time-if-te-discovers-the-corporation-does
not-gquaiify-as-a-smati-business-corporatien-as-provided--£for
under-the-provisiens-ef-Subchapter-S-of-the-internar-Revenune

Eede--of--19547 A corporation that does not have a valid

federal election for the entire taxable year is subject to

tax under this chapter.”

SECTION 26. SECTION 15-32-402, MCA, IS AMENDED TO

READ:
"15-32-402. Commercial investment credit -
wind-generated electricity. (1) An individual, corperation,

partnership, or small business corporation as defined in

+5-31-28% Subchapter 8 of Chapter 1 of the Internal Revenue

Code that makes an investment of $5,000 or mere in certain
depreciable property gqualifying under section 38 of the
Internal Revenue Code ef-:i3547-as—-amendedr for a commercial
system located in Montana which generates electricity by
means of wind power is entitled to a tax credit against
taxes imposed by 15-30-103 or 15-31-121 in an amcunt equal
to 35% of the eligible costs, to be taken as a credit only

against taxes due as a conseguence of taxable or net income
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produced by one of the following:

(a) manufacturing plants located in Montana that
produce wind energy generating equipment;

(b} a new business facility or the expanded porticn of
an existing business Ffacility for which the wind energy
generating equipment supplies, on a direct contract sales
basis, the basic energy needed; or

{c) the wind energy generating equipment in which the
investment for which a credit is being claimed was made.

(2) For purpeses of determining the amount of the tax
credit that may be claimed under subsection {1}, eligible
costs include only those expenditures that qualify wunder
section 38 of the Internal Revenue Code of-19547-as-amended;
and that are associated with the purchase, installatien, ot
upgrading of:

{a) generating eguipment;

(b} safety devices and storage components;

[c) transmission lines necessary Lo connect with
existing transmission facilities; and

(d} transmission lines necessary to connect directly
to the purchaser of the eleckricity when no other
transmigsion facilities are available.

{3} Eligible costs under subsection (2) must be
reduced by the amount of any grants provided by the state ot

federal government for the system."
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Secticn 27. Section 17-5-408, MCA, is amended to read:

"17-5-408. (Effective unless contingency occurs--see
compiler's comments) Percentage of income, corporation
license, and cigarette tax pledged. (1) (a) The state
pledges and appropriates and directs to be credited as
received to the debt service account it 1¢% of all moneysy
except---as---provided-——in--15-3%-3627 received from the
cellection of the individual income tax and 11% of all

money, except ag provided in 15-31-702, received from the

collection of the corporation 1license and income tax
referred--to as provided 1in 15-1-501, and such additional
amount of said taxes, if any, as may at any time be needed
to comply with the principal and interest and reserve
requirements stated in 17-5-405(4)7-previded-that.

{(b) ns No more than 1% the percentages described in

subsection {(1lj(a) of such tax collections shati-be-deemed-to
may be pledged for the purpose of 17-5-403(2). The pledge
and appreopriation herein made shall be and remain at all
times a first and prior charge upon all money received from
the collection of said taxes.

(2) The state pledges and appropriates and directs to
be credited to the debt service account 79.75% of all money
received from the ccllection of the excise tax on cigarettes
whicr is levied, imposed, and assessed by 16-11-111. The

stat: also pledges and appropriates and directs to be
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credited as received to the debt service account all money
received from the collection of the taxes on other tobacco
products which are or may hereafter be levied, impased, and
assessed by law for that purpose, including the tax levied,
imposed, and assessed by 16-11-202. Nothing herein shall
impair or otherwise affect the provisions and covenants
contained in the resolutions authorizing the presently
outstanding long-range building program bonds. Subject to
the provisions of the preceding sentence, the pledge and
appropriation herein made shall be and remain at all times a
first and prior charge upon all money received from the
collection of all taxes referred to in this subsection (2).

(Revived July 1, 1987--sec. 4, Ch. 704, L. 1985.)

17-5-408. (Effective on occurrence of contingency--see
compiler's comments) Percentage of income, corporation
license, and cigarette tax pledged. (1) (a) The state

pledges and appropriates and directs to be credited as
received to the debt service account %% 10% of all money;
except-—-as---provided---in--15-31-7027; received from the
collection of the individual income tax and 1i% of all

money, except as provided in 15-31-702, received from the

collection of the corporation license and income tax

referred--te as_provided in 15-1-501, and such additional

amount of said taxes, if any, as may at any time be needed

to comply with the principal and interest and resecve
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requirements stated in 17-5-405{4)7-provided-that.

(B} nre No more than ¥%% the percentages described in

subsection (l}(a) of such tax collections shati-be-desmed-ts
Wway be pledged for the purpose of 17-5-403(2). The pledge
and appropriation herein made shall be and remain at all
times a first and prior charge upon all money received from
the collection of said taxes.

(2) The state pledges and appropriates and directs to
be credited to the debt service account 53.17% of all money
received from the collection of the excise tax on cigarettes
which is levied, imposed, and assessed by 16-11-111. The
state alsoc pledges and appropriates and directs to be
credited as received to the debt service account all money
received from the collection of the taxes on other tobacco
products which are or may hereafter be levied, imposed, and
assessed by law for that purpose, including the tax levied,
imposed, and assessed by 16-11-202. Nothing herein shall
impair or otherwise affect the provisions and covenants
contained in the resolutions authorizing the presently
outstanding long-range building program bonds. Subject to
the provisions of the preceding sentence, the pledge and
appropriation herein made shall be and remain at all times a
first and prior charge upon all money received f£rom the
collection of all taxes referred to in this subsection (2)."

Section 28. Section 19-3-105, MCA, is amended to read:
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"19~-3-105. Exempticn from taxes-and TAXES AND legal
process. The right of a person to a retirement allowance or
any other benefit under this chapter and the moneys in the
fund created under this chapter is not=s:

£%3{1) subject to execution, garnishment, attachment,

or any other processsty;

t23-~anbiect--to--state;-—countyr--or—-muniaipal--tsxes
except--for-—a--refund--paid--under--19-3-783-~-cf-a-membertis
contributions-picked-up-by-an-emptoyer-after-dune-387--192855
as-provided-in-19-3-78ky-or

{2) SUBJECT TO STATE, COUNTY, OR MUNICIPAL TAYXES TO

THE EXTENT PROVIDED IN 15-3CG-111, EXCEPT FOR A REFUND PAID

UNDER 19-3-703 OF A MEMBER'S CONTRIBUTIONS PICKED UP BY AN

EMPLOYER AFTER JUNE 30, 1985, AS PROVIDED IN 19-3-701; OR

t3¥(3) ner-is-it assignable except as in this chapter
specifically provided.*®

Section 29. Section 19-4-706, MCA, is amended to read:

"19-4-706. Exemption from taxatton-and TAXES AND legal
process. The pensions, annuities, or any other benefits
accrued or accruing to any person under the provisions of
the retirement aystem and the accumulated contributions and
cash and securities in the varicus funds of the retirement
system ares;

tii-—-exempted--from-any-stater-ecountyr-or-municipei-ta

of-the-state-ocf-Montana--except--for-—a--refund--paid--under
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19-4-683--of--a--memberts—-contributions--picked--up--by-—an
empioyer-after-Fune-387-1985v-as-provided-in-19-4-662;

(1) EXEMPTED FROM ANY STATE, COUNTY, OR MUNICIPAL TAX

OF THE STATE OF MONTANA TQO THE EXTENT PROVIDED IN 15-30-111,

EXCEPT FOR A REFUND PAID UNDER 19-4-603 OF A MEMBER'S

CONTRIBUTIONS PICKED UP BY AN EMPLOYER AFTER JUNE 30, 1985,

AS PROVIDED IN 19-4-602;

£23{2) not subject to execution, garnishment,
attachment by trustee process or otherwise, in law or
equity, or any other processt; and

$33(3) are unassignable except as specifically
provided in this chapter."

SECTION 30. SECTION 13-5-704, MCA, IS AMENDED TO READ:

"19-5-704. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these shall be exempt from any state or municipal tax to the

extent provided in_ 15-30-111 and from levy, sale,

garnishment, attachment, or any other process whatsoever and
shall be unassignable except as specifically provided in
19-5-705."
Section 31. Section 19-6-705, MCA, is amended to read:
"19-6-705. Exemption from eaxes-and TAXES AND 1legal
process. Any money received or to be paid as a member's

annu. ty, state annuity, or return of deductions or the right
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of any of these iss:

tiy-—exempt-from-any-stater-eountyr-——-or--munteipat-—tax
except--for--a--refund--patd--under—-19-6-483--of-a-memberls
centributions-picked-up-by-an-emplteyer-after-Fune~-2307--19857
as-provided-in-19-6-482+

{1) EXEMPT FROM ANY STATE, COUNTY, OR MUNICIPAL TAX TO

THE EXTENT PROVIDED IN 15-30-111, EXCEPT FOR A REFUND PAID

UNDER 19-6-403 QF A MEMBER'S CONTRIBUTIONS PICKED UP BY AN

EMPLOYER AFTER JUNE 30, 1985, AS PROVIDED IN 19-6-402;

t2¥(2) exempt from levy, sale, garnishment,
attachment, or any other processs; and

t33(3} %3 unassignable except as specifically provided
in 19-6-706."

SECTION 32. SECTION 19-7-705, MCA, IS AMENDED TQ READ:

*19-7-705. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is:

(1) exempt from any state, county, or municipal tax to

the extent provided in 15-30-111, except for a refund paid

under 19-7-304(1) of a member's contributions picked up by
an employer after June 30, 1985, as provided in 19-7-403;

(2) exempt from levy, sale, garnishment, attachment,
or any other process; and

{3) unassignable except as specifically provided in
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19-7~706."

SECTION 33, SECTION 19-8-8B05, MCA, IS AMENDED TQO READ:

"19-8-805. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is:

{1) exempt from any state, county, or municipal tax to

the extent provided in 15-30-111, except for a refund paid

under 19-8-503 of the member's contributions picked up by an
employer after June 30, 1985, as provided in 19-8-502;

{2) exempt from levy, sale, garnishment, attachment,
or any other process; and

(3) unassignahle except as specifically provided in
19-8-806."

SECTICON 34. SECTION 19-9-1005, MCA, 1S5 AMENDED TO

READ:

"19-9-1005, Exemption from taxes. Any money paid in
accordance with the provisions of this chapter is exempt
from any state, county, or municipal tax fto the extent

provided in 15-30-111, except a refund paid under 19-9-304

of a member's contributions picked up by an employer after
June 30, 198BS, as provided in 19-9-601."

SECTION 35. SECTION 19-13-1003, MCA, IS AMENDED TQ

READ:

"19-13-1003. Exemption from taxes. Any money received
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as a retirement allowance in accordance with the provisions
of this chapter is exempt from any state or municipal tax to

the extent provided in 15-30-111."

Section 36. Section 53-2-101, MCA, is amended to read:

"53-2-101. Definitions. Unless the context requires
otherwise, in this chapter the following definitions apply:

(1} "Department" means the department of social arnd
rehabilitation services provided for in Title 2, chapter 15,
part 22,

(2) "Public assistance" or "assistance" means any type
of monetary or other assistance furnished under this title
to a person by a state or county agency, regardless of the
original source of the assistance.

{3) "Needy person" is one who is eligible for public
assistance under the laws of this state.

{4) "Net monthly income" means one-twelfth of the
difference between the net taxable income for the Laxable
year as the term net taxable income is defined in 15-30-101
and the state income tax pald as determined by the state
income tax return filed during the current vyear.

{5} "Ward Indian" is hereby defined as an Indian who
is living on an Indian reservation set aside for tribal use
or is a member of a tribe or nation accorded certain rights
and privileges by treaty or by federal statutes. If and when

the faderal Social Security Act is amended to define a "ward
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$9-4~-683--of-——a--memperis--contributions--picked--up-—-by--an
empioyer-after-June-307-19857~as-previded-in-19-4-682+

(1) EXEMPTED FROM ANY STATE, COUNTY, OR MUNICIPAL TAX

OF THE STATE OF MONTANA TO THE EXTENT PROVIDED IN 15-30-111,

EXCEPT FOR A REFUND PAID UNDER 19-4-603 OF A MEMBER'S

CONTRIBUTIONS PICKED UP BY AN EMPLOYER AFTER JUNE 30, 1985,

AS PROVIDED IN 19-4-602;

t2¥(2) not subject to execution, garnishment,
attachment by trustee process or otherwise, in 1law or
equity, or any other process+; and

£33{3) are unassignable except as specifically
provided in this chapter."

SECTION 30. SECTION 19-5-704, MCA, 1S AMENDED TO READ:

"19-5-704, Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these shall be exempt from any state or municipal tax to the

extent provided in 15-30-111 and from levy, sale,

garnishment, attachment, or any other process whatsoever and
shall be wunassignable except as specifically provided in
19-5-705."
Section 31. Section 19-6-705, MCA, is amended to read:
"19-6-705. Exemption from taxes-and TAXES AND legal
process. Any money received or to be paid as a member's

annu’ ty, state annuity, or return of deductions or the right
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of any of these is+:

ti}-—exempt-from-any-statey-county;-——or——muniecipat—-tax
except—-—for--a-—refund--patd--under--19-6-483--of-a-memberts
eontributions-picked-up-by-an-empioyer-after—June-36;--19857
as-provided-in-19-6-492;

{1) EXEMPT FROM ANY STATE, COUNTY, OR MUNICIPAL TAX TO

THE EXTENT PROVIDED IN 15-30-111, EXCEPT FOR A REFUND PAID

UNDER 19-6-403 OF A MEMBER'S CONTRIBUTIONS PICKED UP BY AN

EMPLOYER AFTER JUNE 30, 1985, AS PROVIDED IN 19-6-402;

t23(2) exempt from levy, sale, garnishment,
attachment, or any other processs; and

t33(3) i= unassignable except as specifically provided
in 19-6-706."

SECTION 32. SECTION 19-7-705, MCA, IS AMENDED TO READ:

"19-7-705. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is:

{1) exempt from any state, county, or municipal tax to

the extent provided in 15-30-111, except for a refund paid

under 19-7-304(1) of a member's contributions picked up by
an employer after June 30, 1985, as provided in 19-7-403;

(2) exempt Erom levy, sale, garnishment, attachment,
or any other process; and

(3) unassignable except as specifieally provided in
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19-7-706."

SECTION 33. SECTION 19-8-805, MCA, IS AMENDED TO_ READ:

*19-8~805, Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deducticns or the right of any of
these is:

(1) exempt from any state, county, or municipal tax to

the extent provided in 15-30-111, except for a refund paid

under 19-8-503 of the member's contributions picked up by an
employer after June 30, 1985, as provided in 19-8-502;

(2) exempt from levy, sale, garnishment, attachment,
or any other process; and

{3) unassignakle except as specifically provided in
19-8-806."

SECTION 34. SECTION 19-9-1005, MCA, IS AMENDED TO

READ:
"19-9~1005. Exemption from taxes. Any money paid in
accordance with the provisions of this chapter is exempt

from any state, county, or municipal tax to the extent

provided in 15-30-111, except a refund paid under 15-9-304

of a member's contributions picked up by an employer after
June 30, 1985, as provided in 19-9-601."

SECTION 35. SECTION 19-13-1003, MCA, IS AMENDED TO

READ:

“19-13-1003. Exemption from taxes. Any money received
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as a retirement allowance in accordance with the provisions
of this chapter is exempt Erom any state ar municipal tax to

the extent provided in 15-30-111."

Section 36, Section 53-2-101, MCA, is amended to read:

“"53-2-101. Definitions. Unless the context requires
otherwise, in this chapter the following definitions apply:

{1} ‘"Department" means the department of social and
rehabilitation services provided for in Title 2, chapter 15,
part 22.

{2) ™"Public assistance” or "asslstance" means any type
of monetary or other assistance furnished under this title
to a person by a state or county agency, regardless of the
original source of the assistance.

{3) "Needy person" is one who is eligible for public
assistance under the laws of this state.

{4} "Net monthly income" means one-twelfth of the
difference between the net taxable income for the taxable
year as the term net taxable income is defined in 15-30-101
and the state income tax paid as determined by the state
income tax return filed during the current year.

(5) "ward Indian” is hereby defined as an Indian who
igs living on an Indian reservation set aside for tribal use
or is a member of a tribe or nation accorded certain rights
and privileges by treaty or by federal statutes. If and when

the federal Social Security Act is amended to define a "ward
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Indian", such definition shall supersede the foregoing
definition."

Section 37. Section 67-11-303, MCA, is amended to
read:

"§7-11-303. Bonds and obligations. (1) An authority
may borrow money for any of its corporate purposes and issue
its bonds therefor, including refunding bonds, in such form
and upon such terms as it may determine, payable out of any
revenues of the authority, including revenues derived from:

{a) an airport or air navigation facility or
facilities;

{b) taxes levied pursuant to 67-11-301 or other law
for airport purposes;

(¢) grants or contributions from the federal
government; oOr

(d) other sources.

{2) The bonds may be issued by resolution of the
authority, without an electlon and without any limitation of
amount, except that no such bonds may be issued at any time
if the total amount of principal and interest to become due
in any year on such bends and on any then ocutstanding bonds
for which revenues from the same source or sources are
pledged exceeds the amount of such revenues to be received
in that year as estimated in the resolution authorizing the

issuznce of the bonds. The authority shall take z!1 action
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necessary and possible to impose, maintain, and collect
rates, charges, rentals, and taxes, if any are pledged,
sufficient to make the revenues from the pledged source in
such year at least equal to the amount of such principal and
interest due in that year.

{3) The bonds may be sold at public or private sale
and may bear interest at a rate not exceeding the limitation
of 17-5-102. Except as otherwise provided herein, any bonds
issued pursuant to this chapter by an authority may be
payable as to principal and interest sclely from revenues of
the authority and shall state on their face the applicable
limitations or restrictions regarding the source from which
such principal and interest are payable.

(4} Bonds 1issued by an authority or municipality
pursuant teo the provisions of this chapter are declared to
be issued for an essential public and governmental purpose
by a pelitical subdivision within-—-the--meaning--of

$5-38-3*3t2¥tay for purposes of tax exemption determinations

under the Internal Revenue Code.

(5) For the security of any such bonds, the authority
or municipality may by resclution make and enter into any
covenant, agreement, or indenture and may exercise any
additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The

sums required £from time to time to pay principal and
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interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this chapter,
prior to the payment of current costs of operation and
maintenance of the facilities.

(6) Subject to the conditions stated in this
subsection (6), the governing body of any municipality
having a population in excess of 10,000, with respect to
bonds issued pursuant to this chapter by the municipality or
by an authority in which the municipality is included, may
by resclution covenant that in the event that at any time
all revenues, including taxes, appropriated and collected
for such bonds are insufficient to pay principal or interest
then Que, it will levy a general tax upon all of the taxable
property in the municipality for the payment of such
deficiency; and may further covenant that at any time a
deficiency 1is likely to occur within 1 year for the payment
of principal and interest due on such bonds, it will levy a
general tax upon all the taxable property in the
municipality for the payment of such deficiency, and such
taxes are not subject to any limitation of rate or amount
applicable to other municipal taxes but are limited t;ﬁ a
rate estimated to be sufficient to produce the amount of the
deficiency. In the event more than one municipality having a
population in excess of 10,000 is included in an authority

issuing bonds pursuant to this chapter, the municipalities
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may apportion the obligation to levy taxes for the payment
of, or in anticipation of, a deficiency in the revenues
appropriated for such bonds in such manner as the
municipalities may determine. The resolution shall state the
principal amount and purpose of the bonds and the substance
of the covenant respecting deficiencies. No such resolution
becomes effective until the gquestion of its approval has
been submitted to the qualified electors of the municipality
at a special election called for that purpose by the
governing body of the municipality and a majority of the
electors voting on the question have voted in favor thereof.
The notice and conduct of the electicon is governed, to the
extent applicable, as provided for municipal general
obligation bonds in Title 7, chapter 7, part 42, for an
election called by cities and towns, and as provided for
county general obligation bonds in Title 7, chapter 7, part
22, for an election called by counties. If a majority of the
electors voting thereon vote against approval of the
resolution, the municipality has no authority to make the
covenant or to levy a tax for the payment of deficiencies
pursuant to this section, but such municipality or authority
may nevertheless issue bonds under this chapter payable
solely from the sources referred to in subsection (1)
above."

Section-257--Section-26-9-3637-MEA7;~2s-amended-to-read:
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432g-«9-383c-~Pefinibion-oaf-foundation--program——and-—its
proportion--of —the-maximum-generat~fund-without-a-veced-tevy
sehedoie-amount————— noniselated--scheot—-£foundation—-program
Einancing-———- speciai-education-funds;——{1y-As-used-in-this
titie;-che-term-“foundaticn-programi-shati-mean-the-—minimum
operating-—expenditures;-——as--eacabhtished--hereiny--that-are
sufficient-to-provide-—for--the-—educationai--program-—-of--a
school:---FPhe--foundation-—-program--retates--onkty--to--those
expenditures-aothorized-by-a-districtls-genarai-fund--budget
and--shatl-—not-inctude-expenditures-£from-any—-other-fund-—It
shaii-be-financed-bys

tay--county-egualization-moneyasr-and

tby--state-equatizacion-aidsr

+2}-——Fhea-dotiar-ameune-of-the-foundatien-program--ahaii

maximum-generai-fund-budget-withont-a-veted-tevy--1timitation
as——set——forth-in-the-scheduies-in-26-3-316-through-20-5-32%

or-88k-of-the-state-eguatiration-aid-ameounr—datermined-under

28-9-348--The-foundatisn-program——of--an--eltementary--—schoot
naving--an--ANB--of--nine--or—fewar-pupiis-for-2Z-consecutive
yeara-whieh-is-—not-approved-as-an-:issitated-sehosl-under--the
provisiona--of-28-9-362-shali-be-80%-of-the-scheduie-amounts
but-the-county-and--atate-—shati--participate——in-~financiny
one-half--af-—the-fanpdattan-program;-and-the-districe-shaltd

finaee—the-rematning--—ane-hmaif--by--a--tax--tevier--ca--the
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property--sf—-the-—-districts-——When-a-school-cf-nine-ear—fewesr
puptis-is-approved--as—-isclated--under—-the--provisiens—-of
28-93-3827—~the-~county--and--state——shaii-participate—-in-the
fitnaneing-of-the-totai-ameunt-ef-the-foundation-pregram:

t3y--Funda-provided-to-support--the--special--adueation
aceounting-budget-may-be-expended-oniy-for-special-—education
purposes---as-—approved—--by-—the-—superintendent-—of-—pubiic
instruction-—in——accordance--with-—the-—-aspecial---education
budgeting-provisions-of-this-titie--Expenditures-for-speciat
educatien-shatri-be~accounted-for-aseparately-from-the-balance
of-the-schooi-district-generat-fund--Pranasfers-between-i+tems
within--the-speciai-education-budget-£for-accounting-purposes
may-pe-made-at-the-discretiton-of-the-board--of-—-trustass——in
accordance--with--the--financiat-administracton-part-of-this
tittes-Fhe--unexpended--batance--of-——the--speciat--education
aceonnting-—budget--shati--carry--over—-to--the-next-year—to
redoee--the-——amount--of--funding--reguired--to--Einance--the
districela-—ensuing-year's-maximum-Budget-withont-a-voke~-fap
specint-educattonci

SECTION 38. SECTION 20-9-316, MCA, IS AMENDED TO READ:

"20-9-316. Elementary school maximum budget schedule
for $985-86 1387-8B8. (1) For each elementary school having
an ANB of nine or fewer pupils, the maximum shall be 197959
$19,957 if said school is approved as an isolated schoel.

{2) For schools with an ANB of 10 pupils bu* less than
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18 pupils, the maximum shall be $197959 $19,957 plus $B34-%0
§834 per pupil on the basis of the average number belonging
over nine.

(3) PFor schools with an ANB of at least 14 pupils but
less than 18 pupiis that qualify for instructional aide
funding under 20-9%-322, the maximum shall be 53257314 $32,711
plus $§B834+38 $834 per pupil on the basis of the average
number belonging aver 14,

{4) For schools with an ANB of 18 pupils and employing
one teacher, the maximum shall be $27:466 $27,463 plus
§834718 $834 per pupil on the basis of the average number
belonging over 18, not to exceed an ANB of 25.

(5) For schools with an ANB of 1B pupils and employing
two full~time teachers, the maximum shall be 543785% $43,847
plus $522-48 §$522.30 per pupil on the basis of the average
number belonging over 18, not to exceed an ANB of 50.

(6} For sachools having an ANB in excess of 40, the
maximum on the basis of the total pupils (ANB) in the
district for elementary pupils will be as follows:

{a) For a scheol having an ANB of more than 40 and
employing a minimum of three teachers, the maximum of $1,918
shall be decreased at the rate of $1.88 for each additional
pupil until the total number (ANB) shall have reached a
total of 100 pupils.

(b) For a school having an ANB of more than 100
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pupils, the maximum of $1,825 shall be decreased at the rate
of $1.72 for each additional pupil until the ANB shall have
reached 300 pupils,

{c) Por a school having an ANB of more than 300
pupils, the maximum shall not exceed $1,481 for each pupil.

(7) The maximum per pupil for all pupils (ANB) and for
all elementary schools shall be computed on the basis of the
amount allowed herein on account of the last eligible pupil
{ANB} . All elementary schools operated within the
incorporated limits of a city or town shall be treated as
one school for the purpose of this schedule."

SECTION 39. SECTION 20-9-317, MCA, IS AMENDED TQ READ:

“20-9-317. High school maximum budget schedule for
¥985-66 1987-88. (1) For each high schoel having an ANB of
24 or fewer pupils, the maximum shall be $*33s7688 $113,696.

(2) For a secondary school having an ANB of more than
24 pupils, the maximum $47738 $4,737 shall be decreased at
the rate of $25.84 for each additional pupil until the ANB
shall have reached a total of 40 such pupils.

{3) For a school having an ANB of more than 40 pupils,
the maximum of $4,324 shall be decreased at the rate of
$25,84 for each additional pupil until the ANB shall have
reached 100 pupils.

(4) For a school having an ANBE of more than 100

pupils, a maximum of $2,774 shall be decreased at the rate
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of $4.32 for each additional pupil until the ANB shall have
reached 200 pupils,

(5) For a school having an ANB o©f more than 200
pupils, the maximum of $27342 $2,341 shall be decreased by
§2+38 $2.37 for each additional pupil until the ANB shall
have reached 300 pupils.

(6 For a school having an BANB of more than 300
pupils, the maximum of $2,104 shall be decreased at the rate
of 44 cents until the ANB shall have reached 6040 pupils.

(7) For a school having an ANB over 600 pupils, the
maximum shall not exceed $1,973 per pupil.

(8) The wmaximum per pupil for all pupils (ANB} and for
all high schools ,shall be computed on the basis of the
amount allowed herein on acccunt of the last eligible pupil
[&NBY. All high schools and junior high schools which have
been approved and accredited as Jjunicor ‘Thigh schools,
operated wichin the incorporated limits of a city or town,
shall be treated as one 3school for the purpese of this
schedule.”

Section 40. Section 20-9-318, MCA, is amended to read:

"20-9-318. Elementary school wmaximum budget schedule

for-1986-87-and-sueceedtag-years FOR 198B-89 AND SUCCLEDING

YEARS. For 1986-87 1988-B% and succeeding school years, the
elemzntary school maximum budgel schedule is as follows:

(1} For each elementary schecl having an ANB of nine
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or fewer pupils, the maximum shall be ¢26+358 $19,558 if
said school is approved as an isolated school.

(2) For schools with an ANB of 10 pupils but less than
18 pupils, the maximum shall be $267%58 $19,558 plus $842758
$817.30 per pupil on the basis of the average number
belonging over nine.

(3) Por schools with an ANB of at least 14 pupils but
less than 18 pupils that qualify for instructional aide
funding under 20-9-322, the maximum shall be $335;842 §$32,057
plus $842:58 §817.30 per pupil on the basis of the average
number belonging cover 14,

{4) Por schools with an ANB of 1B pupils and emploving
one teacher, the maximum shall be $27774% $26,914 plus
$842<56 $817.30 per pupil on the basis of the average number
belonging over 18, not to exceed an ANB of 25,

(S) For schools with an ANB of 18 pupils and employing
two full-time teachers, the maximum shall be $447296 $42,970
plus S527+68 5$511.90 per pupil on the basis of the average
number belonging over 18, not to exceed an ANB of 50.

(6) For schools having an ANB in excess o©of 40, the
maximum on the basis ©f the total pupils {ANB) in the
district for elementary pupils will be as follows:

{a) Feor a school having an ANB cf mcre +han 40 and
employing a minimum of three teachers, the maximum of %$%795%

$1,892 shall be decreased at the rate of §%+9@ $1.84 for
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each additional pupil until the +tetal number (ANB) shall
have reached a total of 100 pupils.

{b) For a school having an BANB o©of more than 100
pupils, the maximum of $*+843 $1,788 shall be decreased at
the rate of $¥+74 $1.69 for each additicnal pupil until the
ANB shall have reached 300 pupils.

(¢) For a school having an ANB of more than 300
pupils, the maximum shall not exceed $i7496 $1,45] for each
pupil.

(7) The maximum per pupil for all pupils (ANB) and for
all elementary achools shall be computed on the basis of the
amount allowed herein on account of the last eligible pupil
{ANB) . All elementary schools operated within the
incorporated limits of a city or town shall be treated as
one school for the purpose of this schedule.

t8)y-—Ein---the-—-event-—that—-funding-—-from--statatority

appropriated-seurces—-is--insufficient——to-—fuliy--fund--the

achedule-to-the-maximum-aliewedrs-the-sehedule-must-be—Ennded

on—-a-—-pro-rata-basis~and-eniy-te-the-extent-that-revenue-is

avariabie-from—sources-statutority-appropristed-to-fund—-the

schedukes"
Section 41. Section 20-9-319, MCA, is amended to read:
"20-9-319. High school maximum budget schedule fer

+386-83-and-succeeding——years FOR 1988~89 AND SUCCEEDING

YEARS. For 1986-87 1988-89 and succeeding school years, the
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high school maximum budget schedule is as follows:

{1) For each high school having an ARNB of 24 or fewer
pupils, the maximum shall be $1147;645 $111,422.

{2) For a secondary schoeol having an ANB of more than
24 pupils, the maximum §4+785 $4,643 shall be decreased at
the rate of 52638 $25.32 for each additional pupil until
the ANB shall have reached a total of 40 such pupils.

(3) FrPor a school having an ANB of more than 40 pupils,
the maximum of 547368 $4,237 shall be decreased at the rate
of $26-38 §25.32 for each additiocnal pupil until the ANB
shall have reached 100 pupils.

(4) Por a school having an ANB of more than 100
pupils, a maximum of $27882 §2,718 shall be decreased at the
rate of $473% $4.24 for each additional pupil until the ANB
shall have reached 200 pupils.

(5} For a school having an ANB of more than 200
pupils, the maximum of $27365 $2,295 shall be decreased by
527498 $2.33 for each additional pupil until the ANB shall
have reached 300 pupils.

{6) For a school having an ANB of more than 300
pupils, the maximum of $27%25 $2,062 shall be decreased at
the rate of 44 43 cents until the ANB shall have reached 800
pupils.

(7) For a schcol having an ANB over 600 pupils, the

maximum shall not exceed $%7993 $1,933 per pupil.
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(8) The maximum per pupil for all pupils {(AHB) and for
all high schools shall be computed on the basis of the
amount allowed herein on account of the last eligible pupil
(ANB). All high schools and junior high schools which have
been approved and accredited as junior high schools,
operated within the incorporated limits of a city or town,
shall be treated as one schecel for the purpose of this
schedule.

+9y-—-¥n-—the-—evant--that--funding——--From---statutority

appropriated--sources-—is——insufficient——to-~fuliy--fund-the

sehadule-to-the-maximum-atiowedy-the-achedule-must-be-funded

on-a-pro-rata-basts-and-only-te-the-extent-that—-revenue——is

avaitable——from-scurces—statuterity-apprepriated-to-fund-the

schedates”

Section 42. Section 26-9-343, MCA, is amended to read:

"20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term "state
equalization aid" means those moneys deposited in the state
special revenue fund as required in this section plus any
legislative appropriation of moneys from other sources for
distributicn to the public scheols for the purpose of
egualization of the foundation program.

{2y The

legislative appropriation for state

2gualization aid shall be made in a single sum  Dor  the

bienrium. The superintendent of public instruccion has
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authority to spend such appropriation, together with the
earmarked revenues provided in subsection (3), as required
for foundation program purposes throughout the biennium,

(3) The following shall be paid into the state special
revenue fund for state equalization aid to public schools of
the state:

(a) 25% 31708% 29.2% of all moneys received from the
collection of income taxes under chapter 30 of Title 15;

(b) 25% of all moneys, except as provided in
15-31-702, received Ffrom the collection of corporation
license and_income taxes under chapter 31 of Title 15, as
provided by 15-1-501;

{c) 10% of the moneys received from the collection of
the severance tax on coal under chapter 35 of Title 15;

(d) 100% of the moneys received from the treasurer of
the United States as the state's shares of 0il, gas, and
other mineral royalties under the federal Mineral Lands
Leasing Act, as ameaded;

(e) interest and income moneys described in 20-9-341
and 20-9-342;

() income from the local impact and education trust
fund account; and

(g) in addition to these revenues, the surplus
revenues collected by the counties for foundation program

support according t> 20-3-331 and 20-9-333 shall be paid
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into the same state special revenue fund.

(4) Any surplus revenue in the state equalization aid
daccount in the second year of a biennium may be used to
reduce the appropriation required for the next succeeding
biennium [or may be transferred to the state permigsive
account 1if revenues in that fund are insufficient to meet
the state's permissive amount obligation}."”

Seetton-297--Section-20-9-3487-MEAy-ia-amended-ka-prands

420-9-3487--Eatimation-cf-state--equalization--aid--fer
budget-purposess {3} Phe-apportionment-of-state-eguatization
aéd—shaki-be-the—aecond—seurce-of-revenue-in~caieuiabing—the
Einancing-—of—the—etementary-dist:ict—Eoundation—pragrnm—and
the-high-schoot-district-foundatton--program:——in--order—-teo
aiiow——Ear——the-—e:timueion--oﬁ--the-—amoune-—o£~maney—to—be
reaii:ed~~Erom—~Ehia—-aource——cf——revenuev—when——the——county
superintendenb——~is———estimnténg*-the'—generai——fund——budget
reventesr-the-county-superintendent-shati-consider-that——the
state--Eeundation——progrnm——revenue:-and—ccunty—equaiizatien
moneysy-together;-witli-ba-capabie-of-financing-106%--of-—the

foundation--program- superintendent——of -publtic-instruction

sha}}——annuaii;—~eatimate-—a--uniform—-percentage~—ef---each

districb*s-—Eonndatiun——program——that—stnte—equaiizabian—aid

and—connty-eqpa}izatian-ncneys—togebher—wiii—be-—capable——of

Einancing——Eor——bhe—enauing-achaoi—fiseai-yeurT—The-estimnte

is—Ystate-equatization-aidi-for-the-purpeses—ef——this——titte
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and-—must-be—based-on-the-best-avaiiabie-data-and-¢altcuiated

according-to-the-procedure-provided-in-29-9-347<

t24--Fhe-superintendent--of--publrie~—instructien—-shatl

notify--asch-cosunty-superintendent-of-the-state—equalization

aid-sstimate-by-June-i--FPhe-county—superintendent-shati--use

the--estimate——for-—estabiishing-the-financing-avaitabte—for

each—districktis-foundarion-pragram-for--the—-ansning—-scheet

fiscal-yearct
Seetcton-30-——Section—-20-9-3527-MEAy-~its-amended-to-read-

839-9-352;—-Permiastve-—amoune-and-permissive-taygs——431y

Whenever-——the--trustees—-af--any—-disterict--shati—-deem—-it

necessary-to-adopt-a-generat-fund-bndget-in-—-excess—-of--the

foundation--program--ameunt-but-not-in-excess-of-the-maximum

general-fund-budget-amount-for-such-district-aa——-eatabiished

by—-the-schedutes-in-28-9-316-through-28-9-321;-the-trustees

shati-adept-a-resolution-atating-the-—reasons--and--purposes

for—-enecaeding——-the--foundation--program-amounkt--Such-sxcess

abeve-the—foundation-program-amount-shali-be--known--as--the

ipermissive-—amount;-—-and-it-shati-be-financed-by-a-tevy-on

the-—-taxable--valtue--of~-al1i-—taxable--property--within-—the

dimkrice--as—-prescribed—-in-28-9-1i4i;-suppiemented-with—any

biennial-apprepriation-by-the-leqinlature-—for-this-—purposes

Phe--preceeds-of-such-an—apprapriation-shati-be-deposited-to

the-state-speetal-—revenue—fund;—permisstve-acconnts

t23--The-district-tevies—to-bhe-ser-far—the—-—purpose—-of
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funding—the-permissive-amount-are-determined-as-£foliows:

{aj-—Per--each—-elementary--schoot-districtr—the-county

commissioners-shati-annyaity-see—-a--itavy--not--exceeding--6

mitls——en~-ail-—-che-taxable—prepesty-in-the-districe-—for—the

purpasse—of-funding—the-permissive—amount--of——the--districts

The-—--permissive---ievy--—in--mitta~--shati--be—-obtained--by

multipiying-the-—ratio--of-—the--parmissive-—-ameunt-—to--the

maximum-—-permissive—-amount--by-—-6-or-by-using-the-number-of

mitis-which-weuid-€fund-the-permissive—amounty--whichever—-is

iess-—~ff--the-—amonnt--sé-ravenue-raised-by-this-itevy;-pius

anticipated--er-—reappropriated--motor--vehicle--—-faan——-and

reimbursement-under—the-proviaions-of-61-3-532-and-6+-3-5367

is-not-sufficient-to-fund-the-permiasive-amount-in-fuii,;-the

ameunt——of-the-defietency-shati-be-paid-to-the-district-from

the-state-specini-revence-fund-acecarding-to-—-the--provisions

af-subsectiona subsaction t3y-and-té4)-of-khis-seections

t+by—-FPar-~-esach-—--high--—acheoi--districk;—-the--county
commissioners-ahail-annually-set--a--itevy--not--exceeading--4
mi+rrs—-on--ati--taxabie--property--in--the--district-for-the
purpoac-cf-funding-the-permissive-amount--of--the--districts
Fae-—-permisstve--——levy--——ta--mitia--shat}-——-be--obtained--by
multiplying-the-ratio-of-the-permissive-tevy-to-che—-maximam
permiasive-amonnt-by-4-er-by-using-the-number-of-mitia-which
wente--fund-the-permisstve-amountr-whichever-is-tesss-If-the

amo nt~of-revenne—reisved--hy--ehis--tevys;-—-pius--uncicipatced
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motor-vehicie-fees-and-reimbursement-under-the-provisions-of
61-3-532--and--61-3-5367-and-pius-neb-proceeds-taxes—for-new
preduction;-as—defined-in-15-23-68t7-ia-—not—-sufficient—-tao
fund--the-~permiasive--amount——in--fuil;--the-—ameunt-of-the
deficieney-shati-be-paid-te—-the—-—district——from--the--state
special---revenuse---fund--according--to--the--previsions—-af
anbaections subsaction {3}-and-t4y-ef-this-sections

faf——The-superintendent—of—pubiée—insbructien~shaiiT—if
the-appropriation-by-—the--tegistature--for--the--permissive
aeceunt—£of—the—biennium—is—insuéficient7-request—the—budget
director——-to———submét—-—a—~—reque=t-——Eor---a——suppiementni
apprepriation-in-the--second--year—-of--the--biennium-——-Phe
suppiementai--appropriation--shati-provide-encugh-revenue-te
Eund—the—permissivevdeficiency—ei—the——eiemeneafy——nnd—-high
schoot---districta--of-~the--state;--Fhe--proceeds--af-—this
appropréation——shaii——be——depasited——to——the—-stabe—-speciai
revenue—-fuandy-—permissive-accounts-and-shali-be-distribused
to-the-eiementary-and-high-schoot--districts—-in--aceordances
with-—their-entitiements-as-determined-by-the-superintendent
of --pubtic--instruction--mccording—-to--the--provisions-——-af
subsections-tiy-and-{t2¥-of-this-sectians

{43t3) Distribution--under-this-sectian-from-the-srate
speciat-revenne-fund-shati-pe--made--in--twe-~paymentsc--Fhe
firat--payment--shsii--be-made-at-the-same-time-as-the-Frrae

distribution—05~stat9~equa}§zation—aid—is—mcdeAufteffJannary
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t-of-the-£fiscal-year--Fhe-second-payment-shati--be--made--at
the-—-aame-time-as-the-tast-payment-of-atate-equatization-aid
ts-made-for-the-fiscai-years-If--che--appropriation--is--—nat
sufficient—-to——éinance—the—deiieiencies-ei—the—districts—aa
detetmined-according-to-subsection-t2y7-each--district-——will
receive—-the——same--pereentage--eof-—ita--deficrencyr—Surptuas
revenue-in-the-asccond-year-nf-the-biennium-may--be—-used--to
reduce--the--appropriation—-reguired-fer-the-next-succeeding
biennium-or-may-be-transferred-to-the-state-equatization-aid
state-special-revenue-fund-if--revenves--in-—-that--fund--are
insufficient—to-meet-£foundation-program-requiremeness¥

NEW SECTION. Section 43. Surtax, After the amount of
tax liability has b?en computed as required in 15-30-103,
each person filing a Montana individual income tax return
shall add as a surtax 39% 20% of the tax liability, and the
amount so arrived at is the amount due the state.

NEW SECTION. Section 44. Repealer. Sections 15-30-112
through 15-30-117, 15-30-121 through 15-30-123, 15-30-125,
15-30-126, 15-30-156, 15-30~-157, 15-30-161, 15-31-201, and
20-9-35% 15-31-208, MCA, are repealed.

NEW SECTION. Section 45. Codification instruction.

Sections Sy-87-and-3% 10, 13, AND 43 are intended to be

codified as an integral part of Title 15, chapter 30, part
1, and the provisions of Title 15, chapter 30, part 1, apply

to sections S7-87;-and-3% 10, 13, AND 43.

-83- HB 842

10
11
12
13
14
15
i6
17
18
19

HB 0842/02

NEW SECTION. Section 46. Extension of authority. Any
existing authority of the department of revenue Lo make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 47. BEffective date -
applicability. (1) This act is effective on passage and
approval.

(2) Unless otherwise specified or required by a

particular secticn of this act, sections 1 through 24 22, 27

THROUGH 37, AND 44 apply retroactively, within the meaning

of 1-2-109, to tax years beginning after December 31, 1986.

(3) SECTIONS 23 THROUGH 26 APPLY RETROACTIVELY, WITHIN

THE MEANING OF 1-2-109, TQ ALL SMALL BUSINESS CORPORATIONS

THAT HAVE MADE A VALID ELRCTION UNDER SUBCHAPTER § OF

CHAPTER 1 OF THE INTERNAL REVENUE CODE ON OR BEFORE DECEMBER

31, 1986, AND FOR TAX YEARS ENDING AFTER DECEMBER 31, 1986.

NEW SECTION. SECTION 48. COORDINATION INSTRUCTION.

IF HOUSE BILL NO. 377 IS PASSED AND APPROVED, THIS ACT IS

VOID,
-End-

-84- HB 842



