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A 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 1988-89 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, 

15-30-162, 

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

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, 2o-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 moneys 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 duplicate driver's licenses as provided in 

61-5-121; 

(b) electrical energy producer's license taxes under 

chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone [company] license taxes under chapter 

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) 8even~y-E~ve--pereen~--eE-a%%-meneys-reeeiYed-£rom 

efte--eei!eetion--e£--ineeme--~axes--~nder--ehapter--38---and 

eorpera~ien--%ieense--and--ineome--taxes--~nde~--ehap~er-3%7 

exeep~-a~-preyided-in-l5-3l-~9ir-~ha±±-be-deposited--in--~he 

9enera±--f~nd--s~bjeet-~e-the-prtor-p±edge-and-apprepriation 

o£-s~eh-ineome-tax-and-eerporation-iieense--tax--ee±lee~ions 

£or--~he--payment--of-iong-range-Dui±dinq-proqram-bonds.-The 

remaining-iS%-of-~he-proeeeds--of--the--eorporation--!ieense 

tax,---exeluding---that--a%ioeated--to--the--eounties--under 

l5-3i-~&i7-eorperation-ineome-taxr-and-±neome-tax--shall--be 

deposited--to--the--eredit-of-the-state-speeiai-revenue-fund 

£or-state-eq~a%±za~±eft-a±a-to-the-pnblie-se~oe%~-o£-Moneafta• 

All moneys received from the collection of income taxes 

-2- INTRODUCED BILL 
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under chapter 30 of this title shall 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 special 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 stateJLeneral fund; 

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

long-range build~~g 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. 

f3ti!l 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 sources under the 

operation of the Montana Alcoholic Beverage Code. 
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t4t12l Thirty-three and one-third percent of the total 

collections of the oil 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 in 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. 

chapter, unless 

Definitions. For 

otherwise required 

following definitions apply: 

the purpose of 

by the context, 

this 

the 

(1) "Base year structure" means the reiiowing-eiements 

of-the-ineeme-tax-~~rttet~re~ 

tat--the tax brackets established in 15-30-103, but 

unadjusted by subsection tit 111 of 15-30-103, in effect on 

June 30 of the taxable year; 

tbt--the---exempttone---eonta±ned---in--15-36-i±~,--b~t 

~nad;tt~ted-by-snbseet±ons--t7t--and--tat--o£--i5-~e-ll~,--±n 

effeet-on-Oune-38-o£-the-taxable-year~ 

tet--the---ma~im~m---standard---dedttetion--prov±ded--in 

±5-38-±zz,-but-unadjusted:by-subseetien-tzt-of-±5-38-lzz,-in 

effeet-on-a~ne-36-of-the-taxable-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-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/0l 

statistics of the U.S. department of labor. 

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

(4) "Dividend 11 means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stack 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, executor, 

administrator, receiver, conservator, or any person, whether 

individual or corporate, acting in any fiduciary capacity 

for any person, trust, or estate. 

(6) ''Foreign country" or 

any jurisdiction other than the 

"foreign government" means 

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 o£-±954-or-a~-that-seetio~-mey-b~ 

lab~ied--or--amended,--exel~din9--tl~employment--eompen~ation 

i~el~ded--in--£ede~al--g~oss--ineome-~nder-the-provisio~s-o£ 

seetion-85-o£-the-fnternal-Reventle-Code-o£-i954-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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June.,--%989 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 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 fiduciary is taxable under this 

chapter. 

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

(11) "Net taxable income" m.eal'\~--the--adjusted--gro!ls 

~1'\eome--e~--a--taxpayer--iess-the-deduetion!l-ailowed-by-thi~ 

ehapter is the federal taxable income of a taxpayer, 

including interest _received from obligations of another 

state or political subdivision thereof, less the adjustments 

specifie~ in 15-30-111. 

(12) "Nonresident" refers to a person who has not 

established a residence in this state during the taxable 

year. 

tr~tl.!_ll "Paid", for the purposes of the deductions and 

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

-6-
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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 

ta~payer's taxable year. 

tt3t1..!._ll "Purposely" is as defined in 45-2-101. 

tl4t~ 11 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. 

fi:Sti!ll "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. 

tl6t-u~awabie-ineome~-mean~-~he-adjtt~ted--gro~s--ineome 

eE--a--~awpayer--less-ehe-ded~e~±e~~-and-exemptions-provided 

£or-in-eh±~-ehapter. 

tlTtil.!l 11 Taxable year" means the taxpayer's taxable 
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year for federal income tax purposes. 

tl-8t1!.!1 "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 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, 7968 1986, upon the net taxable income of 

every taxpayer subject to this tax, after-mak±ng-aiiowanee 

ro~-~x~mp~ion~-a~d-ded~etions-as-hereiftaf~~r-prov±Oed ~~E~ 

those subiect to subse_~tion ( 2), a tax on the following 

b(ackets of ~ taxable incomeL as adjusted under subsection 

t~t ~ at the following rates: 

tat--on--the-£irst-$ir999-o£-taxable-ineome-or-eny-part 

thereofy-%%; 

tbt--on-the-next-$l7eee-o£-~axab~e-i~eome-or--any--part 

ehereor,-3%;­

tet--oft--the--next-$%,999-o£-taxabie~-ineome-or-a~y-l:'e:rt 

~hereo£,-4%; 

tdt--oft-the-ftext-$%r899-o£-taxehle-ineome-or--any--pHrt 

thereof7-5%t 

tet--on--the--next-$~,999-o£-taxahle-ineome-or-any-pert 

thereofr-6%-r 

t£t--oft-~he-next-$ir999-o£-taxable-ifteome-or--any--part 

theree£-y-1-t; 

-8-
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tg~--en--ehe--nex~-$4,968-o£-taxabie-ifteome-or-any-pae~ 

thereo£7-8'~ 

tht--on-the-ftext-$6T999-oE-taxab~e-±fteome-or--any--~are 

~hereo£,-9%; 

t±t--oft--the-next-$l5r999-o£-taxable-income-or-any-part 

thereo£,-IS%7 

tjt--on-any-taxabi~-~neome-in-exeess-o£-$357996-or--any 

part-thereoft-~i%. 

(a) $0 to $4,500 of net taxable income, 4% of net 

taxable income; 

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

~% of net taxable income over $4,500; 

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

of net taxable income over $12,000. 

~here 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: 

~ $0 to $2,250 of net taxable income, 4% of net 

ta~able income; 

{b) over $2,250 to $6,000 of net taxable i0~~$90 

~s 6% of net taxable income over $2,259~ 

1.£1_ over $6,000 of net taxable income, $3~_?_____12_~us 8% of 

-9-
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net taxable income over $6,000. 

tit11! By November 1 of each year, the department 

shall multiply the bracket amount contained in sttbseetion 

subsections (1) and (~ 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 ettb~eee±e~ 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 tax 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, profession, or occupation 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 annual gross volume 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 tftx taxes imposed under 15-30-103 

and [section 5}. The gross volume of sales made in Montana 

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 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: 

(a) is required by sections 55 through 59, Internal 

Revenue Code, to file a federal alternative minimum tax 

return; 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. 

(3) A person who is a nonresident or who is 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) $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 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 f:cm obligations of the 

United States government; 

(b) all railroad retirement benefits; and 

(c) 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 must 

be prorated to determine 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) by the federal 

multiplying this percentage 

-12-
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alternative 

to include the 

interest received from obligations of another 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 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 recognized Indian 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 Montana 

alternative minimum tax or the tax provided for in: 

(i) 15-30-lll, if a resident; 

Iii) 15-30-131, if a nonresident; or 

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

(6} Each 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: 

1115-30-lll. Adj~sted-gros~ Montana net taxable income 

for residents. (1) AftiHe~ed-gross Montana net taxable income 

for residents shall be the taxpayer's federal ineome-tax 

adjHs~ed-qro~s taxable income as defined in eeetion--6i--of 

the Internal Revenue Code or-±954-o~-a~-that-seetion-may-be 

labeled--or--amended and in addition shall include the 

following: 

(a) all interest received on obligations of another 

state or-territory-or--eotlnty7--mHnieipaii~y7 --di~t~iet7 or 

eth~r political subdivision thereofJ 

(b) all refunds received of federal income tax in 

1987, to the extent the deduction of such tax resulted in a 

reduction of Montana income tax liability;-and 

tet--that--por~ion--oE--a--sharehoiderle--ineome--tlnder 

e~behap~er-97-er-ehapte~-T-oE-the-rnternai-Reven~e--Eode--oE 

±954--that-has-been-redtteed-by-any-Eederal-~axes-paid-by-the 

ettbehapter-9~-eorporation-on-the-ineome. 

(2) Notwithstanding the provisions of the Eedera~ 

Internal Revenue Code of--%954--ae--iabeied--or--amended, 

ad;~sted-gross, Montana net taxable income does not include 

the followingL which are exempt from taxation under this 

chapter: 

(a) all interest income from obligations of the United 

States government,---the---state---o£---Montana7 ---eotlnty7 

-14-
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mttnieipality,---d±striet,--o~--other--politieei--e~bdiv~s±on 

thereof; 

tet--±~tereet-ineome-eerned-by-a--texpeyer--age--65--er 

older--in--a--texabie--year--ttp--to-and-inclttding-$899-for-e 

eaxpayer-fiiinq-a-eeparate-retttrn-a~d-$Y7686-£or-eaeh--;o±n~ 

re~ttf'l't""r 

tct--ail-bene£ite-received-ttnder-the-Pederal-Employees~ 

Retirement-Act-not-in-exeess-of-$3r699; 

tdt--aii--benefits,--not-±n-excess-o£-$36Sr-reeei~ed-as 

an-annttity,-pensionT--or--enftowment--ttnder--any--pri~ate--or 

eorpor-ate-retirement:-pian-or-system;. 

tet--all--bene£its--paid-ttnder-the-teaeher~~-retirement 

iaw-whieh-are-spee±£ied-as-ex~m~~-£rom-taxation-by-l9-4-Y967 

t£t--al±-bene£its--paid--~nder--~he--Pttbiie--Smployees~ 

Retiremer\t--Sy!t~em--Ae~--wh±eh--ere-speeifietl--a~-exempt-from 

texe~ion-by-19-3-1857 

t~t--ali--be~e£its--pe±d--Hnder--the---highwey---p8trol 

retirement--lew--whiek-ere-spee±£ied-as-exempt-from-taxa~ion 

by-H-6-1957 

tht--ail-MoReafta-ineome-tax-refttnds-or-ered±ts-thereo£; 

t~t--~rr-be~er~te-pe~d-~nder-%9-ll-6B2,-l9-lr-684y--end 

i9-li-695---to--retired--and--disabled--£irefigkters7 --their 

e~r~iv±n~-spottses-and-orphans; 

t;t--a%l--bene£its--peid--~nder--the--mtlnie±pel--poiiee 

offieere~--retirement--system--thet--ere-speeified-as-exempt 
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£rem-texet~on-by-l9-9-l9957 

t~t--qein-reqttired-to-be-reeogni%ed--by--a--liqHidetin9 

eorporation-ttnder-lS-3l-ll3tlttetti±t7 

tlt--all---t±ps--eovered--by--seetion--349it~t--of--the 

internel-RevenHe-eode-of-19547-as-emended~and-app~ies~~~--on 

~Dnttary--l,~-1963,-r~ee~ved-by-p~~~ons-for-serv~ee~-rendered 

~y-~h~m-t~-p8tron~-e£-prem±~e~--iicen~ed--to--prov~de--£ood7 

bevera9e,-or-lo~9irt~7 

tmt--a±l---bene£it~---reeei~~~---~nder---the---workers~ 

eompen~etiort-%aw~7-and 

tnt--- all-health- i:nsttrenee-prem±t2ms-paiel-by -an- -empl eyer 

£or--en--employee--if--ettribttted--ee-inc~me-to-the-empioyee 

ttnder-£ederaT-±ewo 

t3t--f~-the-ea~e-of-a-shareholder-of-a-eorporat±on-w~th 

re~pect-to-which-the-eleet±on-provided-for-ttnder--sttbehapter 

So--o£--the-£nternal-Reven~e-eode-o£-Y9547-e~-amended 7-i~-in 

e£feet-but-w-i:th-reepeet·-to-wh±eh-the-el-eetion--r,-r•ov-ided---£o~ 

~nder--l5-3l-~9~,---ae--amended,--±s--not-in-effeet 7-adjusted 

groee-±neome-does-not--ineltJ:de-any-part-of-the--eorporation.J..e 

tlnd-i:stribttted--taxab;e--ineomey--net-operating-loss,-e~p~tei 

g8ins-or-other-gains,-~~o£ft~,--or--io~ses--reqn±red--~o--be 

inel~ded--±n--the--shareholder~s-feder8T-+neome-tsx-adj~st~d 

gros~-ineome-by-~ea~on-o£-th~-sa±d-eieetion-tlnder~stlbehepter 

9T-Howeverr-the-shareholdet~s-adjtl~ted--gross--ineome--"sha~l 

inelttde--8etttai--distribHtions--£rom--the-eerporetion-to-the 
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e~tent-they-wedld-be-treated-as--~axable--divtdends--i£--the 

s~hehapter-So-eleetion-were-not-±n-effeeto 

t•t--A--sharehoider--ef--a-B~Se-that-is-exempt-£rom-the 

eo~poration-iteense-tax-under-±~-3%-±&iflttlt-shall--tnelttde 

±n-his-ad~Hsted-9ross-±neome-the-earnings-and-prot±ts-o£-the 

B%S€--±n-tfte-seme-manner.-as-provided-by-£ederel-iaw-tsection 

99Sr-£nternal-Reventte-eodet-Eor-all-perieds--£or--whieh--the 

B~S€-eleetien-is-e££ee~iveo 

t5t--A--tax~ayer---who,--in-determini~g-£e0eral-adjnsted 

9ross-ineome,-has-redtt~ea--his--basinese--dednet±ons--hy--an 

amount-£or-we9es-and-salariee-fof-whieh-a-fede~a~-~ax-ered±~ 

wa~--e~ected--~ftde~-section-448-o£-the-fnterne~-Re~entte-eode 

of-~954-er-as-that-seet±en-may--be--~sbeied--or--amended--is 

aiiewed-to-dedttet-the-amottnt-e£-stteh-waqes-and-saiarie~-paid 

re9ardie~s--of--the-eredit-takeno-~he-dedttetion-m~~t-be-made 

in-the-year-the-wa9es-and-~a±eries-were-ttsed-to-eompttte--ehe 

eredit7--~n--the--ea~e--of--a--partnership-or-smaii-bttsiness 

eorporat±onr-the-ded~ction-mttst-be--made--to--determine--the 

amottnt--of--±neome--or--io~~--or--the--partnership--or-small 

etts~ne~s-eorporation. 

t6t--Married-taxpayers-£±i±ng-a--;oint--federai--retttrn 

w~o--mttst--ineittde-part-of-the~r-soe±ai-seett~ity-benefits-or 

part-o£-their-tier-l-ra±iroad-retirement-benefit~-in-federal 

a0jttsted-gross-ineome-mey-~pi±t-the--£ede~at--base--tt~ed--in 

eaiettiat±on--o£--£ede~al-taxab~e-soeiat-~eettr±ty-bene~t~s-er 
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£eeerai-~a~able-~ier-l--raiiroad--re~iremen~--benef~~e--wheft 

they--~iie--separate-Mentana-ineeae-tax-returnso-The-£ederai 

base-mu~t-be-~pli~-eq~ally-on-the-Montana-rettlrn~ 

t~t--A---taxpayer---reeeivin~---retirement---dieability 

henefits--whe--hae--not--attained--age--65-hy-the-end-o£-the 

t~xaole-yea~-and-who-has-retired-as-permanently-and--totally 

d±sae±ed--may--exclude-from-adjtteted-~ross-ineome-~p-to-$199 

per-week-reee±Yed-as-wa~es-or-payments-in-lie~-o£-wages--£or 

a--~eriod--dur±ng-wh±eh-the-empleyee-is-absent-Erem-work-dtte 

to-the-disability~--ff-the-ad~~sted-gross-ineome-before-th±e 

exe~~s±on-and-before-applieation-o£-the--two-earner--marr±ed 

eottple--dedHct±on--exeeeds--$15,999,--the-exeess-redHees-the 

exclusion-by-an-eqttal-amounto-This--i±mitatien--a££eets--the 

amettnt--e£-exelusionT-bH~-~ot-~he-taxpaye~~s-e~ig±e~~iey-Eer 

~he-exe~~~iono--Tr-eiigibte,-married-iftdividtlals-shaii-appiy 

the-e~eltt~ion-separatelyr--b~t--the--iimitae±e~--£or--t~eeme 

exeeed±ng--$%5,999-is-determ±fted-with-reepect-to-the-~pott~e~ 

eft~thei~-eomb±ned-ed;ueted-gros~-ineomeo-Por-the-~~rpo3e--of 

th±s--ettheeetion,--perm6fte~tiy--and--totaily--disabled-mearts 

~neble-to-engage-ift--afty--ettbetantiai--gainftti--aetivity--by 

reason--e£--any--medieaiiy--determifted--physieal--or--mentai 

impairment-lasting-or-expeeted-to-last-at-lea~t--1~--months~ 

i__!:U_" all railroad retirement benefits; 

(c) all income earned by an enrolled member of a 

feder_~_!_!Y_ recognized Indian_ tribe while living anSI 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 to pay additional federal tax due in 1987 for 

the 1986 tax~ar may deduct the federal tax paid in 1987 

from his Montana net income." 

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

11 15-30-131. Nenres±dent----.sne:-----tempore:ry---res±dent 

taxpayers----e:t'!l;ttsteti-gre!!~-ineome-----dedtl~ti-l"}fi.S Monta~ __ _!let 

taxable income for nonresidents. (1) ~n--ene--ease--of--a 

~axpayer--other--thaft--a-resident-of-thts-steter 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 stateL but snail 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 ehall-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. Adju3ted-grose-ineom~ 
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f~om--eo~~e~e--with~n--ond--w~tho~t--this--stat~--ehall---be 

ailoeate~--and--app6r~ioned--~n~er--rttle~-preser±bed-by-the 

~epttrtment-;-

t2t--~n-the-eaae-of-a-tax~aye~-otner-than-a-re~~d~nt-eE 

th±s-state-who-i~-a-re~~rlent-o£·-e-e~ate-~hat-±mpose~--a--tax 

en-the-±neome-o£-natttrai-persons-residi~g-within-that-~tatet 

the---dedttetio~a---a~iowed---±n--eemp~ting--net--ineome--e~~ 

restrieted-to-those-di~ee~iy-eonneeted-w±th--the--prod~etion 

or-Mon~ane-±neomeo 

t3t--£n-the-eaee-o£-a-tax~aye~-other-tnan-a-reside~t-of 

th±s-~tate-who-is-a-reeteent-of-a-etate-thet-does-not--impos~ 

a--tax-on-the-±neome-of-nattlrai-person~-r~si~in9-within-that 

state 7 -the-dedtletiona-aiiowed-in-eompttting--net--incom~--are 

restr±eted--to-the-great~r-o£-thoee-direetiy-reiating-to-the 

~rodtletion-o£-Montana-income-or-a-prorated-amotlnt--o£--tnose 

allowed -unde~---l5-3S-Yrx.---For---the--pttrpose3--of--this 

sttbseetion,-dedtletions-aiTewed-~nder-i5-36-l%l-appiy-·oniy-eo 

eern~~-±neome-end-m~~t-b~~p~or&ted-aeeordin~--to--the--ratio 

ChaC--Ch~--taxpftye~~~--Montana--earned--ineome--beftr~-to-hi~ 

federal-earned-ineomeo 

t4t--A--temporary--re~ident--ehal%--ee--ai+owed---tho~e 

ded~etion~-and-~he-ered±t-dnde~-l5-3i-l99--aliowe~-a-res±dent 

to--the--extent-that-eneh-dedttetions-or-eredit-were-aetualiy 

inettrred-or-expended-in-the--state--of--Montena--d~rin9--th~ 

eeHrse-e£-h±s-reeideneyo 
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tSt--Per--ene~p~~peeee-e£-this-seetien,-•earned-ineemen 

ehal±-he-deEined-as-the-same-~erm-ie-defined-in--~eetien--43 

o£--ehe--Tnterna%--Reven~e--eode7--er--ae--ehat--eeetion-may 

scbseqcent~y-he-amended~ 

t67--Netwithstand±n~-the-provisione-e£-snbseet±ons--tit 

and--t3tT--any-eontri~ction-made-a£ter-Beeember-317 -±98%7-to 

the-state-o£-Montana--or--a--poiitieal--scbdivis±on--thereoE 

ska%~--be--an--ailowable--dedcetion-±n-eompctinq-net-±neomeo 

The-deduet±eft-ie-ecb;eet-to-the--±±mitat±on5--set--rorth--in 

seet±on-176-oE-the-fnternai-R@~enne-eode-of-1954,-as-±abeied 

or-amendedo 

(b} To determine his Muntana 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 federal!_y 

allowed home mortgage interest; 

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

allowed medical expenses; 

~~~ms donated to: 

(A} an organization qualified under section 50l(c}(3} 

of the Internal Revenue Code to re~~-~ye tax-exempt 

contributions, which conducts_its principal activity in this 

st~te; or 
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IB) the state of Montana or a political subdivision or 

agency thereof; 

(v) all railroad retirement benefits; 

(vi) all interest received from United StatiCS 

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. 

(c) The prorated part referred to in subsections 

(1)(b)(i) through (l)(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 (l)(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~ 

t=1't_ill For purposes of this section, 11 installment 

sales 11 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 

-22-



1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

standard deduction or 

allowed by 

a prorated part of 

the Internal Revenue 

LC 0057/01 

the itemized 

Code. The deductions 

deduction allowed in this section must be the sam~ 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 income is determined as follows: 

{a) Montana adjusted gross income includes 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 gross 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:---t:e--reeident-er 

viee-versa of residency status. Tf-e--texpeyer--ehan9es--his 

statHs--£~om-that-o£-res±den~-to-that-e£-nonres±dent-or-Erom 

tftet-oE-nonresident-to-that-e£-resident-dnring--the--taxab%e 

yearr--he--she%l--£i%e-e-retttrn-eovering-the-£raetion-ef-the 

year-dttring-whieh-he-was-a-resiftent~-~he-exempt±ons-provided 

in-%5-36-·ii~-sha:l:l-~e-prerat:ed--on--the--ratio---the--Montal"'.e 

adjttsted--gross--ineome--beare--to--£ederai--adjttsted--gross 

income. A Mo~tana citizen moving out of the state, 

abandoning his residence in the state, and establishioy a 

residence elsewhere must file a return on--the--£raetiene± 

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) A tax shall be imposed upon either 

the fiduciaries or the beneficiaries of estates and trusts 
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as hereinafter provided, except to the extent such estates 

and trusts ekair-be ~ 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 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 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 far the estate or trust far 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 include in the return a statement of each 

beneficiary's distributive share of net 1ncome, whether or 

not distributed before the close of the taxable year for 
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which the return is made. 

13) In cases under subsections (a), (b), and (c) of 

subsection (1), the tax shall be imposed upon the 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 

period different from that upon the basis of which the net 

income of the estate or trust is computed, then his 

distributive share of the net income of the estate or trust 

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 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 profit-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 be 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 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 to 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 11 charitable contribution'' deduction) or to the 

payment of premiums upon policies of life insurance under 

which the grantor is 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-J0-136. Computation of income of estates or trusts 

---~x~mption. tYt--Bxc~pt--as--oth~rwise--provided--in--tki~ 

ehapt~r,--u~ross--ifteomeB--o£--estates--or--tr~sts-m~ans-e%% 

±neome-Erom-whetever-~ottree-derived--in--the--t~xabie--yeer1 

inelttding-e~t-not-lim±ted-to-the-£ollowin9-±tems~ 

tat--d~vidende7 

tbt--±nterest--reee±~ed--or-aeerttedr-inelttd±ng-±nterest 

received-on-ebligetions-of-anotker-ste~e-or--territory--or--a 

eo~ntyr---mttnie±pality,---d±striet7---or---other---poi±t±eBl 

~ttbdiv±sion-thereofr--bttt--exeladin9--interest--±~eome--from 
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obligetions-o£~ 

tit--the--enited--·States--c;~oYernntt!!'nt--or--the--ste:te-o£ 

Montanlt:1" 

t±±t-a-sehool-·distriet;-or 

t±±it-e--eo~ntyr--m~nieipality,--distrietr---or---other 

political-sttbdivision-o£-tke-state; 

tet--~neome-rrom-partnerships-and-other-ridtte~ar~e~~ 

tdt--~ro~~-rene~-and-royaities7 

tet--ga±n--rrom-~a~e-er-exehenge-o£-property,-ineltt~i~9 

eho~e-gaift~-that-are-exeiuded-from-gro~~-i~eome-ror--£ederal 

£idueiery--~neome--eax--parposes--by--see~ioft--64itet-of-the 

£nternai-RevenHe-eofte-of-%954T-8s-ame~de07 

t£t--gro~s-profit-from-era~e-or-btteine~s~-and 

tgt--re?ttnds-reeo,ered-on-·federal-ineoHll!'--ta"',--i!o-·-i!l"te 

extent--~he-aedttetion-or-stleh-tax-restl±ted-in-a-redtletion-o£ 

Montene-ineome-tax-liability. 

t~t--Yn-eompttt±ng-net--ineome7--there--are--aiiowed--as 

deductions~ 

tat--interest---expeneee--dedttetible--for--federa±--tax 

pttrposes-aeeording-to-seetion-163-of--th~--~nternai--Reventte 

eode-of-l9547-as-amended7 

tbt--taxes--paid--or--aeertted--within-the-taxable-year, 

inelttding--btte--not--limited--to--£ederal--±neome--tax,--btlt 

exeiuding-Montana-~neome-t~~~ 

tet--that-~-fidue~ary~9---portion--or--depre~iatio~--or 
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dep%e~ion-whieh--te--fted~e~ih%e--fer--£ederal--~ax--p~rpoeee 

aeeordift~--te--~ee~~one--%6Tr--6+i7--en~-64i-of-~he-fnternaT 

Reventte-eode-o£-19547-as-amended; 

tdt--eharitab~e-eontri&ut*ons-that-are--dedHetible--!or 

£ederai--tax--pttrposes--aeeordin9--eo--seee±on-64%tet-o£-the 

fnternal-Reventte-€ode-of-l9547-as-amended7 

tet--adminietrative-ex~enees-elaimed-£or-£ederal-~neome 

tax-pttrposes,-aeeordin9-to-~eetions-~li-and--64%t9t--o£--the 

fntern~l--Rev@ntte-eode-of-1954,-as-amended,-if-stteh-expenses 

were-not-e%~±~ed-as-a--~edttetiort--in--the--determ±nation--or 

Montana-inheritance-tax; 

tft--le~eee--from--fire,--s~e~m,--shipw~ee~,--o~--oener 

easuaiey-or-£rom-ehef~,-to-the-ex~ene-not-eem~ensa~ed-fe~-by 

ifte~ranee-er-etherwiee,-that--sre-ded~etible-£or-£edersi--tax 

purpo~es--aeeor~in~--~o--eeetion-%65-ef-~he-internai-Re~en~e 

eode-o£-195.,-as-amended; 

tgt--ne~-eperatin9-±oss-ded~etiens-aiiewed-for--federai 

±neome-tax-under-sectioft-64Ztdt-o£-the-rnternai-Revenue-eode 

o£--19547--as--amended,--exeept-estates-may-not-elaim-iosses 

that-are-deductible-on-the-deeedent~s-£inai-return; 

tht--aii--bene£its--reeeived--as---~ederal---em~ioyees~ 

retirement-not-in-exeess-o£-$3t6&9; 

t±t--aii--~enefits--pairl--Hnder--the--Montana-teaehers~ 

retirement-system-that-are-~pee±fied-a3-e~empt-from-taxat±on 

by-<9-4-~66~ 
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tjt--a%i--bene£its--paid--ttnder--the---Mentana---P~bi~e 

Bmp!eyees~--Re~irement--System--Aet--that--are--spee~fied-as 

eMempe-£~om-taxat~on-by-%9-3-!&5T 

t~t--all--bene£its--paid--~nder--the--Mentana---hi~hway 

petrelmen~e--retirement--eystem-that-are-epee~£ied-as-exempt 

rrem-te~etien-by-<9-6-~65~ 

f%t--Montana-ineeme-tax-re~~nds-or-ereftite-theree£T 

tmt--aTi-bene£ite-paid-ttnfter-%9-tt-69i,-t9-ti-664,--and 

t9-ll-665-to-retired-and-disabled-£iremen-or-their-e~rvi~ing 

epo~ses-or-ehildren; 

tnt--aT%--bene£ite--paid--~nder--the--mnnieipal--pelie~ 

o£ficers~-ret±rement-system-that--are--epeei~ied--ae--exem~t 

frem-~aga~ion-by-t9-9-t965T 

tet--all--bene£its-not-±n-exeess-of-$369-reeei¥ed-ae-an 

ann~ity,-pension,-or-endowment-ttnder--pri¥aee--or--eorporate 

retirement-plans-or-systems• 

t3t--ln-the-ease-of-a-shareholder-of-a-eerporation-w±th 

respeet--to-whiek-the-e%eetion-prov±ded-for-~nder-sttbehapter 

So-o£-the-£ftternft%-Reventle-€ode-e£-~954,-a~-am~nded,--is--in 

~f£ee~--b~t--w±tb-r~speet-~o-wh±eh-the-e±eetion-pro¥ided-£o~ 

tlnder-i5-3i-~ai-is--not--in--e££eet,--net--ifteome--dees--net 

ineittde--any-pare-e£-the-eo~po~aeion~s-ttftdi~tribttted-taxab±e 

income,-net-operating-ioss,-eapitai-gei~~--or--e~her--9oin~ 7 

pro£it~,---or---io~~e3---required--to--be--ine±uded--in--the 

~hareho±der~~-federal-ineome-tax-net-ineome-~y-ree~on-of-the 

-30-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

eiee~ien-~~der-stlbeh~~~~~-s.-However7-the-shar~he%der~s--net 

±neome---8h~%%---*nciHde---aet~~l---distrie~t±on---from--the 

eorperation-to-the-extent-it-wo~±d--be--treated--as--taxabie 

divideftde--iE-the-sHbehapter-Se-eleetion-were-not-in-e££eet• 

(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 obligations of another 

state or a political subdivision thereof, reduced by 

interest received from obligations of the United States 

government. 

t4ti£1 ~he--£oiiowinq-addttienal-dedtletione-ehatl-be ~ 

deduction is allowed in deriving taxable income of estates 

and trusts~ 

tat--any for the amount of income £e~ in the taxable 

year currently required to be distributed to beneficiaries 

for such year;~ 

tbt--any--e~her--amottn~s--~~eperiy--peid-or-e~edi~ed-or 

reqHi~e~-to-be-d~se~ibHted-for-~he-eaxabie-yesr; 

tet--ene-amott~~--or--66\--o£--~he--exeesa--of--the--net 

iong-term--eapi~a%-9ain-over-the-net-shor~-eerm-eepita±-ios~ 

£or-the-taxable-yearT 

tSt--~he-exemptien-aiiowed-for-e$~a~es--and--tr~see--is 

~hae----exempeion----provided----in----15-39-rr~t~ttat---and 

i§-36-iiit8tT" 

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

11 15-30-141. Tax as personal debt. Every tax imposed by 

this chapter and all increases, interest, and penalties 

thereon shall-be ~ from the time they are due and payable 

a personal debt from the person or fiduciary liable to pay 

the same to the state. Taxpayers filing a jo!nt retur~ are 

jointly and severally liable for the tax and any interest 

and penalty unless the department determines, _based on the 

criteria in section ~_!)13(e) of the Internal Revenue ~ode, 

that a spouse is relieved of liabili~" 

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

cead: 

11 15-30-142. Ret:ttrns Fili1!9_ __ ,9f returns and payment of 

tax ---pena!ey-an~-±nterest----~e~~nde----ered±t:~. (1} Every 

eingle individual end-every-married-individ~el-not-filin~--a 

;oint--ret~rn--with--his--er--he~--~p~tt~e-and-he~i~g-e-gro3s 

±n~ome-£or-t:he-t8x8ble-year-o£-more-tb~~-$±,aee,-as-ao;~s~ed 

~nder--the--pro¥i~±one--of--s~bseetion--tYt7---an0---married 

individHais---not--~ilin~--separete--retttrns--and--he~in~--a 

eombined-gross-ineome-for-the--taxaere--yeer--o£--more--t:han 

$i7669,--as--ad;tle~ed-~nder-the-provieion~-o£-sHbseetion-tTt 

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 $5,00~ 

from obligations of another state or a political subdivision 
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thereaf,-sha±±-be is liable for a return to be filed on such 

forms and according to such rules as the department may 

prescribe. ~he-gross--ineome--amo~nts--referred--to--in--the 

~~eeedift~--seneenee--shell-be-ine~eased-by-$8697-es-adjttseed 

tlnder-the-pro~±s±ons--o£--±5-39-±±rt~t--ane--t8t;--£or--eeeh 

addieional--pereonol--exem~tion--aliowance--the--esxpayer-±s 

entitted--to--eleim--£or--hi~sel£--and--h±~---~po~se---~nder 

l5-39-l~it3t--and--t4t•--A--nonresident-she~l-be-reqtt±red-to 

£±ie-e-retttrn-i£-h±s--gross--income--for--the--ta~able--year 

de~±ved--from--~ottrees--w±eh±n-Montana-exeeeds-the-omottnt-ef 

~he-ex~mption-deduetion-ne-±s-entitled-to-ciaim-£or--himself 

and--hi~--~pe~~e--~neer-the-pro¥isions-o£-i5-39-ll~t~t7-t37 7 

and-t4t,-as-prerated-accordin9-to-l5-39-i%Zt6t• 

tit--£n-aceordanee-with-instrttetione-set-forth--by--the 

department,--every--taxpayer--who-is-marr~ed-and-~iv~n~-with 

h~~band-er-wi£e-snd-is-requ~red-to-£ile-a-return-meyr-et-his 

or-her-option,-f±le-a-;o±nt-ret~rn-wit~-httsband-or-wi~e-even 

theagh-one-o~-the--spottses--has--neither--9ross--ineome--nor 

dedttetion~o--f£--a--;o±nt--re~ttrn--is-mader-the-tex-shall-be 

eompttted-on-the-ag9re9ate-taxable-income-and--the--iiabiiity 

vith--respeet--to--the--tax-shall-be-;o±nt-·and-severalo-r~-a 

;o±nt-retttrn-has-been-filed-for-a-taxable-year,-the--spottses 

may--not-£ile-~eparate-retttrns-a£ter-the-time-£or-~±lin9-the 

retttrn-of--e~~her--ha~--exp~reO--Hnles~--tne--department~-so 

consents~ 

-33-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

(2) Every person who is 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) If any such taxpayer is unable to make his own 

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

or by a gua~dian 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 

afte~ 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;-prov~dedr-howeve~, 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 ~hail-be is entitled to a refund of 

the excess. 

(5) As soon as practicable after the ret.Lrn is filed, 

the department shall examine and verify the 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 dt 

the rate of 9%--per-aftftttm 3/4 of 1% per month or fraction 

thereof on the additional tax. In such case there shall be 

no penalty because of such understatement, provided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

tTt--By--Novemb~~--!-o£-eaeh-yeer,-~ne-departme"~-~hnll 

mttltiply-the-m±~±mttm-amount-e£--~ros~--ineeme--neeessitat±ng 

the--£±lin9--of--a--retnrn--by--the-±n£lntion-faetor-£or-the 

taxable-year.-These-aft;~sted-amo~n~~-e~e-eEEective-£or--that 

taxable--yeer,--~nd--perso~~--hav~ng-9ross-i~eomes-less-than 

the3e-nd;tts~ed-ame~nes-8re-no~-reqtt~red-to-£±le-a-retttrno 

t8t--£ndividttal-ineeme-t~x--£orm~--distribttted--by--the 

depar~ment--Eor--each-~exabie-year-mttst-eontain-±nstrtteti~n~ 

end-tables-based-on-the-adjttsted--base--year--strnet~re--£or 

thet-te~abie-yesr~'' 

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 fiscal year, or if the return is 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 ar1nexed 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 departme~t 

upon application, but failure to secure the form shall not 

relieve any taxpayer of the obligation to make any return 

required undeL this law. E'ltet"y-ta:x:payer-li!!tb-le-for--a··te.x 

tt~d~r--thi~-io:w-shail-pay-a-mintmttm-~ax-o£-Sl~ 

t~t--An-e.tttomat±e-6-month-ext~ns+o~-o£-time-for--fiting 

e:- ret tit"n-± S:-- e~ :!:loved-, -prO"' tded- the t-on--or-before- to: he-dtte -da: t e 

oE--tfte--t>etttrn7 --an--appl-i:ee:ti-ef':-±s-made-on·-£orm3--avai-lttbie 

from-the-de~e:rtment-or-in-wr±tin~-to-the-depe.rt~ento 

(?) The person maki~~ the return May obtain an 

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

subject to the following: 

(a) An application for_ extension must be filed ~~~?re 

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

the department and be accompanied by a copy of the 

~licant's federal income tax form 4868 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 liable 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. 

i!L_A person granted an automatic extension under 

subsection {2) may be granted an additiona~ extension, not 

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

upon further application the person shr::_!l"~- -~cause _ ____!E_ 

receive another extension. The filing of an appeal from a 

denial of the applic~~~~_!.9£_~other __ -~~~~-!J:_§ion does not 

_s_~_~__!:_h~- time for filing the return." 

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

read: 
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"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 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 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 p~operly includable therein 

which is in excess of 25% of the amount of adj~Bted--~~oee 

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. tit-There--ie 

8%%owed--fte--B-ered±t-again~~-the-tax-±mpo~ed-by-%5-38-~83-a 

pe~eenta9e-e£-the-ered~t-allowed--with--respeet--to--eertai" 

dep~ee±~ble--property--ttn~er--~eet±on--38--o£--the--£r.t~rnal 

Reventle-Eorle-o£-l954¥-as-amended7-o~-fts-sect~on--38--m8y--be 
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ren~mbe~ed--er-amended~-Hewever,-rehab~~i~a~~en-eo~t~-as-set 

forth-~nder-seetion-46tattZttPt-of-the-internal-ReYende-eode 

ef-%954;-or-aa-see~ion--46tattZttPt--may--be--ren~mbered--or 

amended,--are--not--to-be-ine%~ded-in-the-eomptttat±on-of-the 

±nvestment-ereditT-~he-eredit-is-a%%owed--for--tfte--pttrehase 

and--instailation---of--eertain-qHaiified-property-defined-by 

section-38-of-the-fnternal-Reven~e-eode-oE-l954r-as-amended1 

±£-the-property-meets-ail-o£-the--foiiow±n9--qHalifieat±ons~ 

tat--±t-was-plaeed-in-service-in-Mont~na7-and 

fbt--±t-was-ttsed-for-the-prodHet±on-of--M~~tana-eO;ttsted 

~~oss-incom~~ 

tit--~he--amount--ei-~he-credit-aiiewed-for-the--~axab%e 

year-±s-5%-o~-the-amotlnt-or-er~a±~-determinea-ttn~er--seetion 

46tattit--of--the-rneernai-Revenue-eode-o£-±954,-as-amended7 

or-a~-seetion-46tatt~t-may-be-renttmbere~-or-amended~ 

t3t--Notwithetanding-ehe-provisions-of-stlb~e~t~e"--t2t7 

the--investment--eredit-ai±owed-for-the-taxab±e-year-may-not 

exeeed-the-taxpayer~s-t~x-iiabi±ity-ror-the-taxab±e-year--or 

$599,-wh±ehe~er-is-leee7 

t4t--~f--property--£or--whieh--an--in~estment-eredit-±s 

era±med-is-ttsed-beth-inside-and-o~teide-this-state,--only--a 

portion--e£--the--eredit--is--aiiowed7--~he--eredit--m~st-be 

apportioned-aeeording-to-a-rraetion-the-nttmerator--of--wh±eh 

is--the--n~mber-o£-days-dttring-th~-taxaeie-year-the-property 

was-loeat~~-in-Montana-and-the-d~nominator-of-whieh--is--the 

-39-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

n~meer--e£--deys--d~ring-the-taxabie-year-ehe-ta~psyer-ewned 

the-~reperty.-~ne-iftvestment-eredit-may-be-applied--en~y--te 

the--tax--±±abiiity-o£-the-taxpayer-whe-p~reka~e~-~nd-place~ 

in-serviee-tfte-~~eperey-rer-"h±eh-an--in~~~tment--eredit--is 

eiaim~d.--~he--eredi~--may--no~-be-ai%oeeted-b~~ween-epotl~e~ 

t:t ni: e :!1s-t he-property·---± s-- t2 sed--by--a- -~e: 1"' t !'l:e r !I hip--or---~ma ±- ± 

bttsinees---eorporatioft---ef---whieh--they--ar~--p~rtner~---or 

shareh~:tders~ 

tSt The investment credit aii~wed--by--this--3ection 

~ke~JL~ taxp~~~~~uant to this chap~er is subject to 

recapture as provided for in section 47 of the Internal 

Revenue Code of--±954,-as-amended,-or-as-seetion-47-may-be 

r~ntimbered-or-amel"ided." 

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

read: 

''15-30-303. Confidentiality of tax records. (lj Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, 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 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 

-40-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

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 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 report 

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 
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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 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 in~pect 

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 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~ 

tat--to--tne--depa~tment--of--j~~t~ee--~~i--inEo~metion 

1'\eee!!l: sa ry- to--i:dentt Ey--t ho~e- -per sons-- -quB: i i: f y i:f'l9- -for--en e 

aaditio~aT-exempti:on-for-b%indn~SS-pH~!!tH8f'lt-to-±5-36-l~~f4tr 

£or--the--pH~po~e--of--enabling-the-depertment-o~-;~stiee-eo 

admi:ni:ster-the-provi:ei:one-of-61-5-±95~-and 

tbt 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 

under subsection (1), then: 

(a) with respect to the taxable years 
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corporation for which such election is 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 taxable years of a shareholder 

of such corporation in which or with which the taxable yc~rs 

of the corpnr~tion for which such election is in effect end, 

the provisions of this part apply to such shareholder, and 

with respect to such taxable years and 

taxable years, the provisions of this part 

shareholder. 

all succeeding 

apply to such 

(3) An election under subs~ction (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' ftdj~~ted--gro~~ income ft~ 

derifted-±ft-~5-39-i~i. 

(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} Percentage of income, corporation 

license, and cigarette tax pledged. (1) ~l_ The state 
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pledges and appropriates and directs to be credited as 

received to the debt service account ~i\ 10% of all money7 

exeepe---as---proYided---in--%5-3%-~SrT 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 

refe~red--eo 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 reserve 

requirements stated in 17-5-405(4),-previded-eha~~ 

~ no ~more than %±% the percentages described in 

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

~ 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 

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 

assessed by law for that purpose, -including the tax levied, 
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imposed, and assessed by 16-11-202. Nothing herein shall 

impair or otherwise affect the provisions and covenants 

contained in the resolutions authorizing the 

outstanding long-range building program bonds. 

the provisions of the preceding sentence, the 

presently 

Subject to 

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. 

pledges and appropriates and directs 

(1) ~The state 

to be credited as 

received to the debt service account %%% !Q! of all money7 

e~eep~---as---p~ovided---±"--~5-3X-7Si, received from the 

collection of the individual income tax and 11% of all 

money 1 except as pr_ovided in 15-31-702, received (rom the 

collection of the corporation license and income tax 

~e£erred--to ~~rovided in 15-l-501L 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)r-pro~±ded-th~t~ 

lQl_ no No more than ti% the percentages de:;£~_ib~~ 

subsection (l)(a) of such tax collections ~hBii-be-deemerl-~e 

~ 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 

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 

outstanding long-range building program bends. 

the provisions of the preceding sentence, the 

presently 

Subject to 

pledge and 

appropriation herein made shall be and remain at all times a 

firs·t and prior charge upon all money received from the 

collection of all taxes referred to in this subsection {2)." 

Section 20. Section 19-3-105, MCA, is amended to read: 

"19-3-105. Exemption from t:axi!S-ar\d 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~ 
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t~t subject to execution, garnishment, attachment, or 

any other proceSSTL 

tit--s~bjee~--~o--~~aee,--eottrt~yT--or--munieipal--eaxl!~ 

exel!p~-for-a--?er~rtd--pa±d--~nder--l9-3-i93--or--a--member~s 

con~ribtttions--p±ekl!d-ttp-by-an-emp%oyer-af~er-dtlne-36,-Y9857 

as-provided-in-19-3-~91;-or 

t3t 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-artd legal process. 

The pensions, annuities, or any other benefits accrued oc 

accruing to any person under the provisions of the 

retirement system and the accumulated contributions and cash 

and securities in the various funds of the retirement system 

are~ 

ti-:t--l!xernpt:ed.-rrol'ft-any-state-r-eoHnt:y7-oP-mtt1'!1:-ei-pa±--tar. 

o£--the--s~atl!---or--Mot!:tana--exeept--£o-r--a-rl!rtlnd-paid-tlf'l:der 

%9-4-6 9 3--o£--a--member~ s--eon t'f"~ btt t- i ort s--p±eked-- t1 p---by- -et n 

1!mployer-8r~e'f"-attne-3e,-i985r-as-providl!d-irt-%9-4-68%; 

t~t not subject to execution, garnishment, attachment 

by trustee process or otherwise, in law or equity, or any 

other process7 and 

t3t ~ unassignable except as specifically provided 

in this chapter." 

Section 22. section 19-6-705, MCA, is amended to read: 
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11 19-6-705. Exemption from t:axt!s-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-:-

fit--exemp~-r~em-any-st:a~e7-ee~nt:yT--or--munic±pai--tax 

exeept--Eor--a--refund--paid--under--19-6-493--o£-a-member~s 

con~ribut±ons-pieked-~p-by-an-employer-after-Oune-397--19857 

a~-~~ov~fted-±n-19-6-•e~~ 

t%t exempt from levy, sale, garnishment, attachment, 

or any other process; and 

t3t is unassignable except as specifically provided in 

19-6-706." 

Section 23. 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 11 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 
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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 by the state 

income tax return filed during the current year. 

(5) 11 Ward Indian 11 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 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: 

11 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 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; 

(c) grants or 

government; or 

(d) other sources. 

contributions 
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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 to become due 

in any year on such bonds and on any then outstanding 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 public or private sale 

and may bear interest at a rate not exceeding the limitation 

of 17-S-102. Except as otherwise provided he~ein, any bonds 

issued 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 

-51-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

by a political subdivision w~~hin---the--meaning--of 

%5-39-~l%fitt~t for _Eurposes 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 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 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 pu~suant 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 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 

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 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 question have voted in favor thereof. 

The notice and conduct of the election 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 
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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 sources referred to in subsection (1) 

above. 11 

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

11 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 11 foundation program•• shall mean the minimum 

operating expenditures, as established herein, that are 

sufficient to provide for the educational 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 from any other fund. It 

shall be financed by: 

(a) county equalization moneys; and 

(b) state equalization aid. 

(2) The dollar amount of the foundation program shall 

be 80% of the 

maximum-general-fund-budget-without-a-voted-levy limitation 
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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 isolated school under the 

provisions of 20-9-302 shall be 80% of the schedule amount, 

but the county and state shall participat_e in financing 

one-half of the foundation program, and the district shall 

finance the remaining one-half by a tax levied on the 

property of the district. When a school of nine or 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 amount of the foundation program. 

(3) Funds provided to su'pport the special education 

accounting budget may be expended only for special education 

purposes as approved by the superintendent of public 

instruction in accordance with the special education 

budgeting provision$ 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-i966-61-and-~tleeeedt"g-years. For i986-87 and succeeding 

school years, the elementary school maximum budget schedule 

is 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 of at least 14 pupils but 

leas than 18 pupils that qualify for instructional aide 

funding under 20-9-322, the maxin,um shall be $33,042 plus 

$842.50 per pupil on the basis of the average number 

belonging over 14. 

(4) For schools with an ANB of 18 pupils and employing 

one 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 number 

belonging over 18, not to exceed an ANB of 50. 

(6) For schools 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 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 100 

pupils, the maximum of $1,843 shall be decreased at the rate 

of $1.74 for each additional pupil until the ANB shall have 

reached 300 pupils. 

(c) For 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 

the (ANB). All elementary schools operated 

incorporated limits of a city or town shall be 

one school for the purpose of this schedule. 

within 

treated as 

18) In the event that funding from statutorily 

appropria~~~ sources is insufficient to fully fund the 
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schedule to the maximum allowedr 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 27. Section 20-9-319, MCA, is amended to read: 

11 20-9-319. High school maximum budget schedule :Eo~ 

~986-8~-and-~tteeeeding-ye8re. For 1986-87 and succeeding 

school years, the high school maximum budget schedule is as 

follows: 

(l) For each high school having an ANB of 24 or fewer 

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 have 

reached a total 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 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 $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 

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 school for the purpose of this 

schedule. 

.1.!L In the _event that funding from statutorily 

appropriated sou~ces is insufficient to fully fund the 

schedule to the maximum allowed, the schedule must be f~nded 

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

available from sou~ces statuto~ily appropriated to fund the 

schedule." 

Section 28. Section 20-9-343, MCA, is amended to read: 

"20-9-343. Definition of and revenue for state 

equalization aid. {1} As used in this title, the term 11 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 fo~ 

distribution to the public schools for the pu~pose of 

equalization of the foundation program. 

(2) The legislative appropriation 

equalization aid shall be made in a single 

for state 

sum for the 

biennium. The superintendent of public instruction has 

authority to spend such appropriation, together with the 

earmarked revP.nues 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) %5% 31.8% 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 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 ~eceived from the treasurer of 

the United States as the state's shares of oil, gas, and 

other mineral royalties under the federal Mineral Lands 

Leasing Act, as amended; 

-60-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

(e) interest and income moneys described in 20-9-341 

and 20-9-342: 

{f) 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 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 equalization 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: 

11 20-9-348. Estimation of state equalization aid for 

budget purposes. 1!l 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 from this source of revenue when the county 

superintendent is estimating the general fund budget 

revenues, the co~nty-~~pe~±nte~dent-shHli-eons±der-that--tne 

~tate--£o~ndet±on--pro9ram--re~entte~-and-eotlnty-eqtlaiization 

-61-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0057/01 

moneysT-to~etfterT-wiii-be-eapab~e-of-finanein~-%99,--e~--the 

fe~n8a~±en--pro~r8mT superintendent of public instruction 

shall annually estimate a uniform 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 20-9-347. 

(2) The superintendent of public instruction shall 

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 district's foundation program for the ensuing school 

fiscal year." 

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

''20-9-352. Permissive amount and permissive levy. (l) 

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 schedules in 20-9-316 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 value of all taxable property within the 

district as prescribed in 20-9-141, supplemented with any 

biennial appropriation by the legislature for this purpose. 

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 

less4 If the amount of revenue raised by this levy, plus 

anticipated or reappropriated motor vehicle fees and 

reimbursement under the provisions of 61-3-532 and 61-3-536, 

is not sufficient to fund the permissive amount in full, the 

amount of the deficiency shall be paid to the district from 

the state special revenue fund accordin9 to the provisions 

of ~ttbe~e~ie"e subsection (3) and-t4t of this section4 

(b) For each high school 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 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 

production, 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 district from the state 

special revenue fund according to the provisions of 

eubs~eeio~s subsection (J) eftd-t4t of this section. 

f3t--~he-·enperintenden~-ef-pttbiie-±nstrttetion-shall7 -±~ 

ehe--appropriatioft--by--the--legisiat~r~--rer-the-permissi~~ 

aeeonnt-£or-the-bieftnium-is-instt££ieient,-reqtteet-tbe-bttd9et 

direetor--te---snbmit---a---reqrtest---£or---a---sttppiement8i 

approp~iation--in--th~--Beeond--year--o£--th~-bienninm.--The 

sttpp!em~ft~o!-appropriation-shai%-provide-enott9h-~reven~e--to 

£ttnd--the--permiesive--defieieney-of-the-e~ementary-and-hi~h 

eeheo~--dis~riets--of--eh~--etate7--The--p~ee~~d~--e£---thi~ 

appro~riat~oR--shali--be--deposit~d--to--th~--etate--9peeiai 

reventle-~ttnd,-p~rmissive-accottntr-and-~ha~!--be--~i~tr~bttted 

to--tne--elementary--end-high-echool-dietriets-in-aeeorda"ee 
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wi~h-~heir-entit!emen~s-as-determined-by-the--s~pe~ifttenden~ 

o~---p~biie--instr~etien--aeeordinq--to--the--pre¥ie±ens--ef 

s~bsee~~ene-t%t-and-tzt-of-~h~s-seet~oft7 

t•tlll 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 requirements." 

NEW SECTION. Section 31. Surtax. After the amount of 

20 tax liability has been computed as required in 15-30-103, 

21 each person filing a Montana individual income tax return 

22 shall add as a surtax 10% of the tax liability, and the 

23 amount so arrived at is the amount due the state. 

24 NE'?!__§ECT}O~ Section 32. Repealer. Sections 15-30-112 

25 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, 15-30-161, and 20-9-351, 

MCA, are repealed. 

NEW SECTION. Section 33. Codification instruction. 

Sections 5, 8, 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 30, part 1, apply to 

sections s, 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-

-66-



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 Estimating Advisory Council 1 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 FY89. 
3. The proposed individual income tax rate table was designed to raise an additional $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 Pro12osed 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 

DATE 

Planning 
Fiscal Note for HB842, as introduced. 

If (3 8' '/2.-



Fiscal Note Request, HB842, as introduced .• 
Form BD-15 
Page 2 

Expenditure Impact: 

Current Law 
Maximum General Fund 

Budget Without a 
'· ·Vote · $285,435,000 

Funding of Expenditures: 
State Eq~al~;~tion $122,317,QQO 
County ~qu~lfzation 94,473,000 
pistrict 'Reyeflue 16, Q03, 000 
Gener~l Fund 52,642,QOO 

• '• ; ;o;. - ,, 

F¥88 
Proposed Law 

$255,701,000 

$145,225,000 
94,473,000 
16,003,0Qp 

0 

Difference 

$ (29,734,000) 

$ 22,908,000 
0 
0 

$ (52,642,QOO) 

FY89 
Current Law Proposed Law Difference 

$286,185,000 $267,823,000 $(18,362,000) 

$n1, 763, ooo $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) 

ti/J ty• 



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 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 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 FY89. (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 
Current Law Proposed Law Difference 

Individual Income Tax $208,088,000 $214,157,675 $ 6,069,675 

Fund Information: 
FY88 

Current Law Proposed Law Difference 
State General Fund $133,176,320 $124,422,785 $ (8,753,535) 
School Equalization 52,022,000 58,884,041 6,862,041 
Debt Service Fund 22,889,680 18,350,848 (4,538,832) 
Windfall Reserve Fund 0 12,500,000 12,500,000 

L. HUNTER, 
Office of Budget and Program Planning 

FY89 
Current Law Proposed Law Difference 

$229,991,000 $238,736,000 $ 8,745,000 

FY89 
Current Law Proposed Law Difference 
$147,194,240 $139,587,612 $(7,606,628) 

57,497,750 66,060,912 8,563,162 
25,299,010 20,587,476 (4, 711,534) 

0 12,500,000 12,500,000 

~PDATE 
JOHN HARWI':RiMA.RY SPONSOR 

Fiscal Note for HB842, second reading copy. 

HS ~'ll..­
-1/:-z,. 



Fiscal Note Request, HB842, second reading copy. 
Form BD-15 
Page 2 

Expenditure Impact: 

Maximum General Fund 
Budget Without a 

Vote 

Funding of Expenditures: 
State, County, 
District Revenue 

General Fund Support 

Net Impact To The 
General Fund 

Current Law 

$285,435,283 

$232,792,491 
52,642,792 

FY88 
Proposed Law 

$282,580,930 

$239,654,532 
42,926,398 

$ 8,924,027 

$ 

$ 

Difference 

(2,854,353) 

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

Current Law 

$286,184,919 

$242,729, 130 
43,455,789 

FY89 
Proposed Law 

$277,656,608 

$251,292,292 
26,364,316 

$ 17,273,311 

Difference 

$ (8,528,311) 

$ 8,563,162 
$(17 ,091,473) 

~~~ ,-yz, 
/tz, 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 842 

INTRODUCED BY HARP, KADAS 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REVISE THE MONTANA 

INDIVIDUAL INCOME TAX SYSTEM ANB-~HB-MB~H69-6~-eAbe8hA~%N6 

~HB-AM88N~S-AYAihA9bB-~6R-~68N9A~%6N-PR66RAM-ANB--PBRM%58%YB 

PR66RAM--SBPP6R~, 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, 

15-30-132, 15-30-135, 15-30-136, 

15-30-111, 

15-30-141, 

15-30-131, 

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, 19-7-705, 19-8-805, 19-9-1005, 

19-13-1003, ~8-9-~8~,--~8-9-~r8, 20-9-316 THROUGH 20-9-319, 

20-9-343, ~6-9-~487-~8-9-~5~, 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' 15-31-201' AND 15-31-208, ANB 

~9-9-~SrT MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND 

A RETROACTIVE APPLICABILITY DATE." 

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

~"" , ... .,.,,.. c~ncil 
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SECTION 1. SECTION 1-1-207, MCA, IS AMENDED TO READ: 

"l-1-207. Miscellaneous terms. Unless the context 

requires otherwise, the following definitions apply in the 

Montana Code Annotated: 

(1) "Bribe" means anything of value 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 

opinion in any public or official capacity. 

l~J "Internal Revenue Code" means the Internal Revenue 

Title enacted August 16, 1954, and redesignated as the 

"Internal Revenue Code of 1986" by secti?£1 2 of Public Law 

99-514, as amended. 

ti!t.!.ll "Peace officer" means any person described in 

46-1-201(8). 

t3ti!l "Vessel", when used in reference to shipping, 

includes ships of all kinds, steamboats and steamships, 

canal boats, and every structure adapted to be navigated 

from place to place. 11 

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

"7-14-1133. Bonds and obligations. ( 1) An authority 

may borrow money for any of its corporate purposes and issue 

bonds therefor, including refunding bonds, in such foi"m and 

upon such terms as it determines, payable out of any 

-2- HB 842 
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revenues of the authority, including revenues derived from: 

{a) any port or transportation and storage facility; 

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

(c) 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 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 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 regarding 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--15-36-llltittat for purposes of tax exemption 

determinations under the Inte!nal Revenue Code. 

(5) For the security of any such bonds, the authority, 

county, 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 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, IS 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 withi~ 

the-meaft±ftg-o£-~S-3&-~tttittat fo~£E2Ses of tax e~~mption 

-4- HB 842 
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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: 

(a) The term ''agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

in domestication or a captive animals and wildlife 

env1ronment, 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-lll. 

(c) The term ''average wholesale value~ means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term 11 comrnercial", when used to describe 

property, means any property used or owned by a business, a 

trade, or 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; 

-5- HB 842 

1 

2 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(B) timberlands; 

(C) single-family residences and 

HB 0842/02 

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. 

(f) The term ''credit'' means solvent debt~, secured or 

unsecured, owing to a person. 

(g) The term ''improvements'' includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, 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 housetrai~er is pre~umed to be an improvement to 

real property. A mobile home or housetrailer may be 

dctermin~d to 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. 

Ll!) The term "Internal Revenue Code"rneans the Internal 

Revenue Title enacted August 16, 1954, and redesignated as 

the ''Internal Revenue Code of 1986'' by section 2 of Public 

Law 99-5~4, as amended. 

thtl!l 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. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

ti-tlli The term "livestock" means cattle, 

swine, goats, horses, mules, and asses. 

sheep, 

tjtill The term "mobile home" means forms of housing 

known as ''trailers'', ''housetrailers'', or ''trailer coaches'' 

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. 

t~ti!l 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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turkeys, geese, 

term "poultry" 

ducks, and 

includes all 

other birds 

domestication to produce food or feathers. 
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chickens, 

raised in 

tmtill 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. 

tntM The term "real estate" includes: 

(i) the possession of, claim to, ownership of, or 

right to the possession of land; 

(ii) 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 

corporations growing or being on the lands of the United 

States: and all rights and privileges appertaining thereto. 

tet1.£l The term "taxable value" means the percentage 

of market or assessed value as provided for in 15-6-131 

through 15-6-140. 

12) 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 T~X WINDF~LL RESERVE 

~CCOUNT. (1) THERE IS ~N INCOME T~X WINDFALL RESERVE 

ACCOUNT IN THE ST~TE SPECIAL REVENUE FOND. 

(2) FOR FISCAL YEARS 1988 AND 1989, THE FIRST $12.5 

MILLION RECEIVED IN EACH FISC~L YEAR FROM THE COLLECTION OF 

INDIVIDUAL INCOME" TAXES UNDER TITLE 15, CHAPTER 30, MUST~ 

DEPOSITED IN THE INCOME TAX WINDFALL RESERVE ACCOUNT IN THE 
" " 

ST~TE SPECIAL REVENUE FUND FOR THE PURPOSE OF PROVIDING A 

RESERVE TO OFFSET THE IMPACT OF POTENTIAL OVERESTIMATES OF 

THE INCOME TAX WINDFALL REVENUES TO THE STATE. 

EL_"THE BALANCE IN THE INCOME TAX WINDFALL RESERVE 

ACCOUNT AT THE END OF THE 1989 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 oE moneys from certain 

designated license and other taxes. (l) 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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1 (a) fees from driver's licenses, motorcycle 

2 endorsements, and duplicate driver's licenses as provided in 

3 61-5-121; 

4 (b) electrical energy producer's license taxes under 

5 chapter 51; 

6 (cl severance taxes allocated to the general fund 

7 under chapter 36; 

B (d) liquor license taxes under Title 16; 

9 (e} telephone [company) license taxes under chapter 

10 ~3; and 

ll (f) inheritance and estate taxes under Title 72, 

12 chapter 16. 

l3 (2) Se~enty-£iv~~peree~~-~f-all-meney~--re~eiv~d--f~om 

14 th~---eo~reetton--of--~neome--taxe~--~nd~r--eh8pter--3a--end 

15 eorporatioft-~ieen~e--and--ine~me--taxe~--a~~er--ehapter--3i 7 

16 e~eept--a~--prov±~ed--tn-~5-3l-~9i,-~hall-be--depo~±ted-in-the 

17 9eneral-t~n0-~tlbjeet-to-the-prior-ple~9e--and--appropria~±on 

18 of--~aeh--ineome-t~x-and-eorporation-~ieen~e-tax-eoXXeet±~ns 

19 £or-the-payment-of-lon9-r~ng@-buildi~g--prog~~m--bond~.--~ne 

20 r~ma±n~ng--%5%--e£--th~--proeeed~-~E-the·corporotion-+ieen~e 

21 tax,--exctttdi~g--that--alloeat@d--to--~ke---eort~tie~---~nder 

22 l5-3l-~9~T--eorporat±oft--ineome-tox,-and-ineome-tax~~hali-be 

23 depe~ited-to-th~-ered±e-o£-the-~tate--~peeia~--revenue--£ttn~ 

24 for-~ta~e-e~tla±irat±on-aid-to-the-pttbtie-~ehoo±~-of-Montanao 

25 ~1~~~~-.recei~~ from . !0~-- ~oll~ction 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) 58o%% ~1.7% to the credit of the state general 

fund; 

{b) l9o9% 9.1% to the credit of the debt service 

accou!l_~_for long-range building program bonds as described 

in 17-5-408; and 

~ 3io8% 29.2% !O the credit of the state special 

re~~__!!~e fund for state egual~_~ation aid to the public 

schools of Montana as described in 20-9-343. 

(3) All moneys _.received from the collect i.on of 

~~~...P.'?ration license and income taxes under chapter 31 of 

this title, ex~ept as provided in 15-31-70~-1 --~all be 

deposited as follows: 

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

(b) 11% ~o the credit of the debt ser~ice account for 

long-range buildi~~ program bonds as described in 17-?-408; 

and 

if_L__£?_% to the credit of the state special revenue 

fund for state"~ualization aid to the public schools of 

Montana as described in 20-9-343. 

t3t1!l 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. 

t4t~ Thirty-three and one-third percent of the total 

collections of the oil 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 in 15-36-112, the remainder of the 

oil severance tax collections shall be deposited in the 

general fund.'' 

Section 7. 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: 

(l) ''Base year structure'' means the ~o~~owin9-eiement~ 

o£-tke-ineem~-tax-~trtlettlre~ 

tat--the tax brackets established in 15-30-103, but 

unadjusted by subsection t~t lil of 15-30-103, in effect on 

June 30 of the taxable year; 

tbt--the--exempt~on~--eontained---in---YS-39-iir,---e~t 

unadj~sted--by--s~bseetions--t1t--end--t8t--o£-I5-3S-iir,-in 

e££eet-on-a~ne-39-oE-the-taxab±e-year; 

tet--the--max~mttm--standar0---dedtletio"---prov~ded---~n 

%5-38-ii%,-bttt-tlnadjttsted-by-sttbseetio"-t~t-o£-iS-39-iir,-in 

e££eet-on-d~ne-39-of-the-taxabie-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 of labor. 

(3} "Department" means the department of revenue. 

(4) "Dividend" means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as herein defined. "Stock dividends" means new 

stock issued, for surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

(5) "Fiduciary 1
' means a guardian, trustee, executor, 

administrator, rece~ver, 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 income tax purposes as defined in section 61 of 

the Internal Revenue Code ~f-i954-or-e~-th8t-~~etion-may--~e 

i~~eled--or--a~ended,--exe~~~ift~--tt~employment--eompeft~at±~n 

tneltlded-tn-federar-~~0~~-~neome--~nder--the--p~ovi~ion~--e~ 

~eetion--B5-of-t~e--Internar-Re~entle-€ode-ot-i954-a~-Bmended. 

(8) ''Inflation 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 

June,-±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 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 .fiduciary is taxable und~r this 

chapter. 

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

( 11) "Net taxabl~ income'' mea!"'~--tl'u~--e:d:jttsted-9r~s~ 

il"'eame-o£-a-texpByer-ie~s-t~e--dedtletion~--aliowed--by--tn~~ 

ehapt:er is the federal_ taxable income of a taxpayer, 

including interest received from obligations of ___ anC?t~~__£ 

std.t~ or political subdivision thereof, less the adjustments 

specified in_)S-30-111. 

_!____!?) "Nonresident" refers to a person who has not 

established a residence in this state during the taxable 

Y.E!~~~-
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ti:~tl!..!l "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 11 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. 

tl3t.il..il "Purposely" is as defined in 45-2-101. 

t±4tilll_ ''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. 

ti5t1!ll "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. 

tt6t~u~axabie--ineomeu--mean~-~h~-8d;ttste0-gre~~-in~ome 

o~-a-~axpaye~-%e~s-the-deduc~±ons--8nd--exemptions--p~ovided 
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~or-in-thie-chap~ero 

ti=ttl!_ll "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

tlBtl!.2_l "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, ef~~r--mekin~--e±iewene~ 

fer-exempt~ons-end-dedttetion~-a~-here~nefter-provtded except 

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

brackets of net taxable income~ as adjusted under subsection 

t~t 1llL at the following rates: 

tat--on~~he-fire~-$1,999-o£-eaxable-income-or-any--per~ 

thereof,--~t; 

tbt--on--th~--next-$17999-or-taxebie-±neome-or-eny-pert 

thereof.,-31fJ; 

tet--on-the-next-$2.,-&99-o~-taxable-±ncome-or--any--part 

thereof,--4%r 

tdt--on--the--next-$%,999-of-~axeble-tneome-or-aHy-part 

thereo~t-5tr 

t~t--on-the-next-$i,e99-of-t~xeble-in~ome-or--any--pert 

thereo£,-6%r 
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tft--on--the--next-$i7eee-of-esxable-income-or-any-pa~e 

enereer,.-T.,; 

tgt--en-t~e-next-$4;689-or-~axab~e-income-or--any--part 

thereof,-8,-r 

tht--on--the--next-$67999-o£-texab%e-±neome-or-any-part 

tftereof;-9%; 

t±t--on-the-next-$%5,999-o£-taxeble-±neome-or-any--part 

thereof;-%9%-r 

t;t--on--any-taxable-income-±n-exee~5-of-$35,999-or-eny 

part-thereof,-±±%• 

~$0 to $4,500 of net taxable income, 4% 3\ of net 

taxable income: 

{b) over $4,500 to $12,000 of net taxable income, $%8~ 

$135 plus 641 51; of net taxable income over $~_.!_500; 

(c) over $12,000 of net taxable income, $638 ~Q plus 

e' 7% of net taxable income over $12,000. 

~There shall be l~vied, 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: 

(a) $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, ~9~ 
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$67.50 plus 6' 5% of net taxable income over $2,250; 

(c) over $6,000 of net taxable income, $3t5 $255 plus 

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

titill By November l of each year, the department 

shall multiply the bracket amount contained in subsection 

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 year and shall be used as the basis for 

imposition of the tax in ~~b~eetion subsections (1) and (2) 

of this section.'' 

Section 9. 

11 15-30-105. 

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

Tax on nonresident alternative tax 

based on gross sales. 

person not resident 

(1) A like tax is imposed 

of this state, which 

upon every 

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, profession, or occupation 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 annual gross volume of sales made in Montana during 
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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 year. Such tax 

shall be in lieu of the tax taxes imposed under 15-30-103 

and [section~ !Ql. The gross volume of sales made in 

Montana 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 3eetion~ $ECTIO~ 55 thro~gh-59, 

Internal Revenue Code, to ~iie PAY a federal alternative 

minimum tax ~et~rn; 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 is a nonresident or who is a 

part-year resident of Montana shall file a Montana 

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) $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 COD~~ 

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 from obligations of the 

United States government; 

(b) all railroad retirement benefits; and 

(c) 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 cesident, the 

taxpayer's federal alternative minimum taxable income, LESS 

THE APPLICABLE EXEMPTION AMOUNT PROVIDED FOR IN SECTION 55 

OF THE INTERNAL REVENUE CODE, must be prorated to determine 

-20- HB 842 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

HB 0842/02 

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 federal alternative minimum 

taxable income. 

lb) The taxpayer • s prorated Montana alternative 

minimum taxable income is then adjusted to include the 

interest received from obligations of another state or a 

political subdivision thereof, if the interest is used in a 

trade, occupation, or business carried on in this state; 

lc) The taxpayer's prorated Montana alternative 

minimum taxable income must then be reduced by: 

(il 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 recognized Indian tribe while living and working 

on a federally established lndian reservation. 

id) For residents, nonresidents, and part-year 

residents, the-~o~e~-~~ovided-for-in-15-36-%93--mtl~t 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 8 ~}, if a part-year resident. 

(6) Each taxpayer shall furnish with his Montana 

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. Adja~ted--gre~~ Montana f!_~~xable income 

for residents. (1} Aajtl~ted-gro~~ Montana net taxable income 

for residents shall be the taxpayer's federal ±neeme--t~x 

odjtt!lted--gro~~ taxable income as defined in :!eet-ion-6i!-o€ 

the Internal Revenue Code o£-1954-or-~~-t~et-~eetioft-may--be 

Tabeled--or--ameMded and in addition shall include the 

following: 

(a) all interest received on obligations of another 

state or--terr~tory--or--~otlnty,-mtln~eipal~~y,-di~tr±et, or 

ot~er political subdivision thereof; 

{b) all refunds received of federal income tax in 

1987, to the extent the deduction of such tax resulted in a 

reduction of Montana income tax liability;-6nd 

tct--t~at--portion--or--a--~hereholder~:!--iMeome--tlnder 

~nbehapter--So--or-ehapter-T-o£-the-Znternai-Re~en~e-€ode-of 

T954-th8t-ha~-beeM-redueed-by-ony-f~d~rai-taxe~-~8±d-by--the 

subehop~er-s~-eorporation-on-the-ineome. 
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(2) Notwithstanding the pr6visions of the f~derai 

Internal Revenue Code ef--%954--ae--la~eied--o~--amended, 

adj~~ted--gross, Montana net taxabl~ income does not include 

the followingL which are exempt from taxation under this 

chapter: 

(a) all interest income from obligations of the United 

States governrnent,---the---s~ate---e£---Montana 1 ---eettn~y, 

mnnieipat~ty7--distriet,--or--other--poiitiea±---s~bdi~is±on 

thereo£; 

tbt--±ntere~~--±neeme--earned--by--a-taxpay~r-age-65-or 

oider-in-a-taxabie-year-~p--to--and--inei~d±ng--$896--for--a 

taxpayer--fiiing-a-~eparate-retttrn-and-$ir666-Eor-c9eh-jo±nt 

ret~rn; 

tet--ai±-ben~£it~-reeeived-Hnd~~-the-Pedera±-Empioy~e~~ 

Retirement-Aet-net-in-~xee~~-e~-$3,699; 

tdt--all-beneE±t~y-not-ift-exee5s-of-$369,--~eeeived--a~ 

aft--eftftHity,--pen~±on7--or--enftowmeftt--Hnder--any-pr±vate-or 

corporate-retirement-pian-or-~ystemt 

tet--al%-~ene£its-paid-~nder-the--teBehersi--retirement 

%aw-whieh-are-epeei£ied-as-exempt-£rom-taxation-by-%9-4-T66; 

t£t--a%l--bene~ite--paid--nnder--~he--P~bi±c-Bmp±oyee~~ 

Retirement-System-Aet-whieh-a~e--~peci~±ed--ae--exempt -Erom 

taxation-by-19-3-%657 

t9t--a±l---bene~ite---pa±d--~ftde~--the--highway--patroi 

retirement-law-which-are-epeei£ied-as-exempt--£rom--taxation 
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by-19-6-'165~ 

tht--all-Mentana-ineome-tax-refonds-or-ere~its-thereo£7 

t±t--all--hene£its-paid-Hftder-l9-ll-6S~,-l9-ll-694,-and 

±9-ll-665--to--retired--and--disabled--firefi9hters,---their 

~tt~v±v±ng-epoH~e~-anri-orphen~~ 

tjt--al±--benefit~--pa±d--~nder--the--mttn±e±pal--pol±ee 

o£fieer~~-ret±rement-~y~tem-that--are--3pec±f±ed--as--exempt 

from-texation-~y-±9-9-1995; 

t~t--9a±n--reqHired--to--be-reeogni~ed-by-e-liq~i~at±n9 

eorporet±on-nnder-±5-3l-l±3t±ttatt±±t~ 

ttt--att--t±p~--cove~ed--by--~eetion--346rtkt--ot---the 

~nterna±--Rev~ntte-eed~-o£-±954 7-e~-emende~-end-appiieable-on 

danuary-l,-19837 -reee±ved-by-persons-for--~erv±e~~--rendered 

by--them--to--patron~--o£-premi~e~-lieensed-to-provide-food, 

bevereqe,-or-lodgtngl 

tmt--ell---ben~ftt~---reeeived---ttnOer---the---wor~ers~ 

eompen!!et±on-le:w:lll--.e~nd 

tnt--ali--hee:ith-ins~ranee-premi~ms-pe±d-by-an-employer 

£or-en-employee-±r-attribttted--a~--±neome--to--the--employee 

~nder-£ederal-±ew7 

t3t--fn-the-ea~e-ef-e-ehareholder-o£-a-eorporetion-with 

re~peet--to-whieh-the-eleetien-prov±ded-for-ttnder-~~behapter 

s~-of-the-!nternel-RevenHe-eode-o£-195~,-a~-amended,--is--±n 

e££eet--bot--w±th-reepeet-to-w~ieh-the-eieet±on-provided-for 

ttnder-iS-3l-~9~,-ee-amended7--±e--not--in--effeet7--ad;ttsted 
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qross--±neome-does-not-inelude-ony-per~-o£-tfte-eorporation~s 

~nd±str±b~ted-taxabie-±neeme,-net--operatin9--%oss7--eapita% 

9ains--or--otfter--qains,--pro£its;--or-losses-required-to-be 

ineiuded-in-the-shareho±der~s-federal--ineome--eax--ad;~sted 

gross-ineome-hy-reason-o£-tfte-~aid-eleetion-under-subehapter 

So--Howe~er;--the--sftarehoideris-ad;usted-9rose-ineome-sha±l 

inei~de-aetual-distributions-£rom--the--eorporation--to--the 

extent--they--wo~±d--be--treated-ae-taxable-dividends-if-the 

snbehapter-So-eleetion-were-not-in-e~£eeto 

t4t--A-shareholder-o£-a-BfS€-that-is--exempt--from--the 

eorporat±on--i±een~e-eax-ttnder-i5-3i-i9~tittlt-sha!i-iftel~de 

±n-h~e-adj~sted-gro~~-±neome-ehe-earnin9s-aftd-prof±ts-of-the 

BlS€-in-the-~ame-manner-as-prov±ded-by-Eederai-!aw--tsee~ion 

99S,--Tnternal--Reven~e--€odet-Eor-a±l-periods-Eor-wh±eh-the 

BfS€-eleet±on-is-effeetiveo 

t5t--A-~axpayer-whe,-±n--rietermining--£ederal--ad;ttsted 

gross--±neome,--has--redttced--h±s--e~~±ness-dedttetions-by-an 

amottn~-£or-wa9es-and-salar±es-for-which-a-£ederai-tax-ered±t 

was-eleeted-ttnder-seetion-448-o£-the-Tneernal--Reventte--eode 

o£--1954--or--a~--that--seetion-may-be-labeled-or-amended-±e 

allowed-to-dedttet-the-amotlnt-o£-stteh-wages-and-~atar±es-pa±d 

regard!ess-of-the-ered±t-takeno-The-dedttet±on-mtt~t--be--made 

±n--the-year-the-wa9es-and-salaries-were-tteed-to-eomptlte-the 

ered±to-Tn,-the-case--o£--a--~artnersh±p--or--sma±l--bttsine~~ 

eorporat±on,--the--dedttetion--mttst--be-made-to-determine-the 
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amott~t-or--±neome--er--lo~~--of--the--partnersh±p--o~--~meii 

h~s±fte~s-eorporat±ofto 

t6t--M8rr±ed--t~xp~yer~--fiiiftg--~-;o±nt-£edera%-retttrn 

who-m~~t-inelude-part-o£-~he±r-~ee±~l-seeur±ty--beftefi~s--or 

part-o£-their-t±er-i-raiiroad-ret±rement-~ene£it~-in-£edera~ 

sdjtt~ted--1ross--ineome--may--~pl±t-~fte-federsl-base-~~ed-tft 

eaieuiatioft-of-£ederal-taxabie-soe±ai-~eeur±ty--bene£±ts--or 

£ederal--t~xabie--~±er--i--ra±lroad-retirement-bene£its-when 

they-file-~eparate-Mo~tana-±neome-tax-return~.--The--£ederai 

base-mttst-be-spiit-e~tlally-on-the-Montafta-retttr~o 

t~t--A---taxpayer---reeeiviftg---retirement---disabi±fty 

be~e£it~-who-has-no~-attained-a9e--6S--by--the--eftd--o£--the 

taxable--year-and-who-ha~-retired-a~-~ermanently-and-totally 

di~abied-may-exelttde-£rom-ad;usted-9ross-±neome-ttp--to--$ree 

per--week-reeeived-as-wage~-or-paymeftts-i~-tiett-o£-wa9es-£or 

a-period-dtlrin9-which-the-empioyee~is-ab~ene-£rom--work--due 

to-the-disabilityo--T£-the-ad;usted-9ro~~-ineome-be£ore-th±s 

exelusion--and--before-applieat±on-o£-the-two-earner-married 

eottple-deduet±on-exe~e~~-$iS,eea,--th~--exee~~--r~duee~--~he 

exe~tteio~--by--an~-eqtta%-amouftto-~h±~-}±m±tat±on-a££eet~-the 

amottnt-o£-exeiu~~on,-btlt-net-~he-ta~~aye~i~-e±±gibii±ty--£or 

the-exeiusiono--l£-eii9ible,-ma~ried-±ndiv±Ouais-~haii-apply 

the--exeiu~~on--eeparately,--bttt--the--limitation-£o~-~neome 

exeeed+ng-$1Sr966-is-determ±ned-w±th-re~peet-to-the--~pott~es 

on--the±r-eomb±ned-ad;n~te~-gro~s-tneomeo-Por-the-pttrpo~e-of 
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~his-e~bseetioft,--~ermaften~iy--and--totaiiy--d±~abied--means 

onab%e--to--engage--±n--any--stlbe~ant±ai-~a±n£~%-aet±¥±ty-~y 

r~ason--er--any--medieai±y--determ±ne~--phye±eal--or--mentai 

±mpa±rmeftt--iaeting--or-expeeted-to-±ast-at-least-ii-months~ 

{b) all railroad retirement benefits; 

lfl ALL BENEFITS, NOT IN EXCESS OF $3,600, RECEIVED AS 

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

OR CORPORATE RETIREMENT PLAN OR SYSTEM OTHER THAN A RAILROAD 

RET !_REMENT PLAN; 

~) all i~come earned by an enrolled member of a 

federally recognized Indian tribe while li"~·~.!!5L_<!!_1A_~?.rki~ 

on a federally established Indian~ reservation. 

~ taxpayer who elects to itemize his deductions 

from income on his federal return fo~ __ tax ~r 1967 and who 

is required to pay additional federal tax due in 1987 for 

~-!._~~6 tax year may deduct the federal tax paid in 1987 

from his Montana net income." 

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

read: 

11

15-30-131. Nonresident----an~----~emporary---reside~t 

~axpayer9----adj~s~ed-gross-i~eome----ded~etien3 Montana ne~ 

taxable income for nonresidents. (1) fn--the--ease--o£--a 

texpayer--other--then--a-resident-o£-thie-state, 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 fed~ral adjusted gross income from sources within 

this stateL but shall 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 ehaii-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. Adj~s~ed-g~o~~-i~eome 

from--~c~~ee~--within--end--w~thott~--thi~--~ta~e--~haii--·-be 

alloeaeed--8~d--appo~~iened--tt~de~--r~le~--p~e~~~±bed-by--the 

eepa~tment~ 

tit--T~-~he-ease-of-a-taxpayer-other-than-a-~e~~dent-o£ 

~hi~-state-who-i~-a-resident-o£-a-state-that-imposes--a--tax 

on-the-~neome-of-nat~~al-pe~sons-re~idin~-within-that-stater 

th~---ded~ctions---aliowed---±n--eomp~tin9--net--ineome--a~e 

~e~t~ieted-to-those-d±reetiy-eonneeted-with--the--prodttetion 

er-Mentana-ineemeo 

t3t--fn-the-eas~-o£-a-taxpaye~-other-than-a-res~dent-o£ 

this-state-who-±~-a-resident-er-a-state-~hat-doe~-not-impo~e 

a--tax-on-the-ineome-or-net~ral-persons-re~idinq-·within-that 

state,-the-ded~et±on~-aliowed-~n-eomp~t±ng--net--ineome--are 
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res~rie~ed--to-tke-~rea~er-o£-those-direetly-re%atin9-te-the 

p~od~etien-of-Mentana-±neeme-or-a-~rorated-ameant--of--those 

a±lowed---ttnder---%5-38-lilo---Por---the--pttrposes--o~--this 

s~b~eet±on,-dedttetions-a%%owed-ander-i5-39-T%~-apply-on%y-to 

earned-±neome-and-mttst-be-prorated-aeeord~n9--to--the--rat±o 

that--the--taxpayer~s--Montana--earned--ineome--bears-to-his 

federal-earned-incomee 

t4t--A--temperary--resident--sha~l--he--aiiowed---those 

dedttet±ens-and-the-ered±t-ttnder-l5-3i-i99-al±owed-a-resident 

to--the--extent-that-snch-dedaet±ons-or-eredit-were-aet~ally 

±nenrred-or-expended-in-the--state--of--Mentene--dttring--the 

eo~rse-ei-hie-resideney• 

t5t--Por--the-pttrposes-of-this-see~ion,-uearned-~neomeu 

shaii-be-de£ined-as-the-se:me-term-is-defined-in--seetion--43 

o~--the--internai--Reven~e--eode,--or--as--that--seetion-mey 

s~bseq~entry-be-amended. 

f6t-:Notw±thstanding-the-pro~isions-of-s~bseetions--tit 

and--t3tT--any-eontr±b~tion-made-a~ter-eeeember-3ir-198~,-to 

the-state-o£-Montana--or--a--poiitieal--sttbdi~ision--thereof 

shDii--be--an--aiiowabie--dedttetion-±n-eompttting-net-~neome• 

~ne-dedttet±on-is-sttb;ect-to-the--iim±tations--set--forth--in 

seet±on-i~9-of-the-Internai-Reventte-€ode-o£-i954T-as-labeied 

or-e:mer'tdedo 

~_To dete[mine_ his Montana net taxable income, a 

nonresident may __ deduct from his Montana adjusted gr?_~ 
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income only the following items: 

(i) a prorated part of the federal exemption provided 

for in section 151 of the Internal Revenue Code: 

Jii) a prorated p_~~_!______Qf_ tl'_!~ taxpayer's federally 

allowed home mortgage interest; 

i!ii) a prorated part of the taxpayer 1 s federally 

allowed medical expenses; 

(iv) all sums donated to: 

(A) an organization qualified under section 50l{c){3) 

of the Internal Revenue Code to receive tax-exempt 

cpntributions, which conducts its principal activity in this 

state; or 

~l the state of Montana or a political __ _3>~bdivision ~E 

agency thereof: 

M all rail road retirement benefits; 

~ all ____ interest received from United States 

obligations; 

~all income earned by an enrolled member of a 

federally recognized Indian tribe while living --~~-~rki~ 

on a federally established Indian reservation; 

1Yll_!_l INTEREST AND TAXES ON MONTANA PROPERTY USED FOR 

THE PRODUCTION OF MONTANA INCOME. 

(c) The prorated part referred to in subsections 

(l)(b)(i) thr~(l)(b)(iii) is determined by multiplying 

the ratio of Montana adjusted gross inc?~~- __ _!=:~ federal 
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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. 

tTtill For purposes of this section, "installment 

salesn 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. (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 

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 income 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 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 fede~ally established Indian reservation. 

(b) Montana adjusted gross 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; 

(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 £rom--nonresiden~--to--resident-or 

viee-ver~a of residency status, l£-a--~axpayer--chan9e~--h~~ 

stat~s--from-~hat-o£-resident-to-the~-of-nonres±dent-or-from 

that-o£-nonresident-to-that-o£-resident-d~ring--th@--taxabie 
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year7--he--sha%%--fiie-a-ret~rn-eeyeriftq-tbe-fraet~en-ef-the 

year-S~rin~-which-he-wae-a-reeidento-~he-exemptiene-provided 

~n-iS-39-tti-~ftail-~e-prorated--en--the--ratio--the--Mentana 

ad;~sted--~roe~--ineome--bears--to--federa%--adj~sted--gross 

ineome~ 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--fraetional 

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. Tcu: on beneficiaries or fiduciaries 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 ~haTY-be ~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 
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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 

beneficiaries periodically, whether 

intervals, and the income collected 

distributed to the 

or not at regular 

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 include in the return a statement of each 

beneficiary's distributive share of net income, whether or 

not distributed before the close of th~ 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 the 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 

period different from that upon the basis of which the net 

income of 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 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 profit-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 be taxable 

under this section, but any amount contributed to 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 to 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 life insurance under 

-35- HB 842 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0842/02 

which the grantor is the beneficiary, such part of the 

income of the trust shall be included in computing the net 

income of the grantor." 

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

read: 

''15-30-136. Computation of income of estates or trusts 

---exemption. t±t--Exe~pt--ae--et~e~wie~--p~~vided--in--tk~5 

e~apte~,--ug~o~~--~neemeu--o£--estate5--or--trtts~e-~meane-aii 

i~eeme-frem-whateve~-settree-der~¥ed--in--the--taxabie--year7 

inclttdinq-bttt-not-limited-to-tfte-!oilowin~-iteme~ 

tat--dividende; 

tbt--intereet--reeeived--er-aeertted,-±neittd±n9-interest 

reeeived-on-obiigatione-o£-anot"e~-etate-or-territory--or--a 

eottnty,---mttnicipality,---distriet1 ---or---other---poiitieai 

sttbdivision-t~ereo£,--bttt--exeittdin9--interest--inceme--£rom 

ohli9at±one-of~ 

tit--the--Hnited--Sta~es--government--or--t~e--state-o£ 

Menta nat 

ti±t-a-se~ool-di~triett-or 

ti±it-a--eottnty,--mttnieipality,--distriee,---or---other 

poiitieai-s~bd±v±sion-o£-the-state; 

tet--±neome-£rom-pertnershipe-and-other-£idttciaries; 

tdt--gross-rents-and-royaltiee; 

tet--gain--£rom-saie-or-exehan9e-of-prop~rty1 -~~eitldi"g 

eneee-gai~e-~hat-are-exel~ded-£rem-qrose-income-£or--federal 
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f~~uciary--~~eeme--tax--purposes--by--seet±en--64ltct-o£-the 

T~~erna%-Reventie-eode-of-%954,-as-amended~ 

tft--~ress-prefit-from-trade-er-business;-and 

t~t---ref~nds-reeovered-on-£ederaX-ineome--taxr--to--the 

extent--the-dedttetion-of-stleh-tax-res~ited-in-a-rednet±on-o£ 

Montana-ineome-tax-l~a&±ittye 

t%t--~n-eompnt±ng-net--±neome,--there--are--a%±owed--as 

deductions~ 

tat--tnterest---expenses--dednctible--for--federal--tax 

pnrpese~-aeeord±nq-to-seet±on-±63-o£--the--internal--Revenue 

eode-of-±954r-as-amended; 

tet--taxes--paid--or--aeertted--within-the-taxable-yearr 

ineinding--but--not--timited--to--£ede~ei--i"eome--~a~7 --b~t 

exciadi"g-Mo~ta~a-income-tax; 

tct--thet---r±dtleiary~s---po~t~on--o£--depreeiation--or 

depietio"-whien--±~--dedaetible--for--federai--tax--p~rpo~e~ 

aeeordin9--to--~eetion~--l6T,--6lly--and-64~-of-the-lnternai 

Revenae-eode-o£-19547 -a~-emended~ 

tdt--eharitabie-eo~tr±b~t±ons-that-are--rled~et±ble--tor 

tederai--tax--pttrpose~--aeeording--to--seetion-64~tet-of-the 

~nternal-Revenae-eode-of-1954,-as-amended; 

te7--administrative-expe~se~-elaimed-£or-£ederai-i~eome 

tax-pttrposes,-aeeord±nq-to-seetio~s-~i~-and--64~f9t--o£--the 

fnte~nal--Reventte-€ode-~£-i954,-as-amended,-i£-stteh-expe"~es 

were-not-eiaimed-as-a--dedtletion--±n--the--determinatioft--of 
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Montene-inheritanee-tax~ 

t£t--losses--from--£ire,--stormy--shipwree~7--0r--other 

easttalty-or-trom-the~tT-to-the-exeent-not-compen~ated-~or-by 

in~ttranee-e~-otn@rwi~e,-that-are-dedttetib~e-Eor-Eederal--eax 

~ttrpo~es--aeeordi~g--to--~eeeion-165-of-the-fnternai-Revefttte 

eode-oE-1954,-as-amended; 

tgt--n~t-operating-lo~s-dedtlction~-ailowed-Eor--Ee~eral 

~~eome-tax-ttnder-seetion-64~t~t-or-ene-l"ternal-Reventte-€ode 

of--1954,--as-·-amended,--except-estates-may-not-elaim-lesses 

that-are-dedaetible-on-the-deeedent~s-£inal-return; 

tht--all--benefit~--rece±ved--a~---federal---employees~ 

re~±rement-not-in-exee~s-o£-$3 76997 

tit--all--benet±ts--pa±d--ttnder--the--Montana-teaehers~ 

retirement-syst~m-that-are-speeiE±ed-a~-exempt-£rom-taxation 

by-!9-4-196; 

t;t--all--benefits--pa±d--ander--the---Monta~a---PttOl±e 

Employees~--Ret±rement--System--Aet--that--are--spee±£ied-a~ 

exempt-Erom-taxat±on-by-19-3-165; 

t~t--all--benerits--paid--ttnder--tne--Montana---hi~hway 

patroimen~s--ret±rement--system-that-are-speeitied-as-exempt 

rrom-taxation-by-19-6-795~ 

tlt--Montana-±neome-tax-refunds-or-eredits-thereo£; 

tmt--alt-benetits-pa±~-tt~~e~-~9-ii-69~ 7-19-ii-6947 --and 

l9-ll-685-to-~et±~ed-and-di~abled-£iremen-or-their-~~rv±vi~q 

spo~~e~-o~-ehi±dren; 
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tnt--al±--bener±t~--p8ift--ttnder--the--mHnic±pai--poliee 

er~~eers~-ret%rement-system-that--are--~pee±r±e~--as--exempt 

rrem-ea~atien-ey-%9-9-%995~ 

tot--aii--~enefite-net-in-exeess-o£-$366-reeeive~-ae-an 

annttityr-pen~ion,-or-endowment-ttn~er--private--er--eorporate 

retirement-piane-or-eystemso 

f3t--!n-t~e-eaee-e£-a-sharehoider-o£-a-eorporat~on-with 

respeet--to-whieh-the-eieetien-provided-for-ttnder-sttbehapter 

s~-o£-the-Ynterna%-Reven~e-€ode-o£-1954r-as-amended,--is--±n 

effect--bttt--with-reepeet-to-whieh-the-eleetion-provided-for 

ttnder-±5-3i-~9i-is--not--in--erreet 7 --net--ineome--does--not 

iftel~de--any-~a~t-o£-the-corpora~~on~s-ttnd~e~r~httted-taxab~e 

±ncome,-net-eperat±n~-le~~~-capitai-ga±ns--or--oth~~--geine7 

pre£±~~~---or---loss~e---r~qttir~d--to--be--inei~ded--*n--the 

ehareholderis-£ederai-±neome-tex-net-±neome-by-reaeon-o£-the 

el~etion-and~r-eabehapter-s.-However 7 -th~-eher~holderie--net 

±neome---shall---inel~de---aetttai---dietribtttion---£rom--the 

eorporat±on-to-the-extent-it-wottld--be--treat~d--ae--taxabie 

d±v±dends--±£-the-eabchapter-s~-eleetion-w~re-not-in-e££eet• 

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

federal taxable income as provided by the Internal Revenue 

Code, including inte~est received on obligations of another 

state or a political subdivision thereof, reduced by 

interest received from obligations of the United States 

~ernment. 
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t4t1ll ~he--following-add±tional-ded~etions-~ha%1-be ~ 

deduction is allowed in deriving taxable income of estates 

and trusts~ 

tat--any for the amount of income £or in the taxable 

year cu~rently ~equired to be distributed to beneficiaries 

for such year~~ 

tbt--eny--othe~--emoant~--properly--peid-or-ered~ted-or 

r~q~ir@d-to-be-di~t~ibtteed-ror-ehe-taxahle-year, 

tet--the-amottnt--of---69%--o£--the--exeess--of--the--net 

long-term--eapita%-gain-over-the-net-~hore-term-eap±tal-loee 

ior-the-taxab}e-yearo 

tSt--The-exemption-allowed-£or-estates--a~d--trttet~--is 

that----exemption----provided----±n----15-38-llitittat---and 

~5-39-~~it8t•" 

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

~ead: 

"15-30-141. Tax as personal debt. Every tax imposed by 

this chapter and all increases, interest, and penalties 

thereon ~hall-be ~ from the time they are due and payable 

a personal debt from the person 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 

criteria in section __ ?~?~f the Internal Revenue Code, 

that a spouse is relieved of liabili~~" 
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Section 18. Section 15-30-142, MCA, is amended to 

read: 

"15-30-142. Ret~rns Filing of returns and payment of 

tax ---penaity-end-i~~eres~----re£ttnds----eredit~. (1) Every 

single individual and-every-marr±e~-iaaividttal-not-ri±±ng--a 

;e~nt--return--witft--ftis--or--her--spo~se-an~-havin9-a-gro~s 

±neeme-£or-the-taxabie-year-o£-more-thsn-$%T6ee,-as-ad;ttsted 

ttnder--the--provisions--o£--sttbseetien--t1t7---and---married 

±ndi~idtlais---not--fiiin~--separate--retttrns--and--having--a 

eombined-gross-ineome-ror-the--taxabie--year--o£--more--than 

$~ 7aee7--~s--adjttsted-~nder-the-provisions-o£-subseet±on-t~t 

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,-~heii-be is liable for a return to be filed on such 

forms and according to such rules as the department may 

prescribe. ~he-g~o~~--±neome--emett~t~--referred--to--±~--the 

p~eeedtn~--~entenee--~h8ll-be-inereesed-by-$809r-8~-~~justed 

~ftder-the-p~ov~~±ons--of--l5-39-±±2tTt--en~--tat,--£o~--eaeh 

~dd±e±oftal--pe~~o"ai--exemption--a±iow~nee--the--taxpayer-is 

entit±ed--te--e±e±m--for--him~el£--and--his---~pot~e---tl~der 

t5-39-li~t3t--and--t4to--A--nonresident-shall-be-r~q~ired-to 

~ile -a-ret~rn-~f-his--9ro~~--ineome--£or--the--taxob±e--yeer 

der±,ed--£rom--sottree~--wiehin-Montona-exeeeds-eh~-amount-of 
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the-exemp~ion-d~dHetion-he-i~-en~i~%ed-eo-elaim-ror--ft~m~elr 

and--his--~poH~e--ttnde~-the-provisions-o£-%5-39-li~titT-t3t7 

ftft~-t4t,-aa-prorate~-aeeor~ift~-to-%5-39-%l~t6t~ 

t~t--Tn-aeeo~danee-wi~h-instrtle~ions-~et-fo~eh--by--ehe 

depa~~ment,--every--taxp8yer--who-is-married-and-~ivinq-with 

httsbane-or-wife-and-is-required-to-£i%e-a-rettlrn-may7-at-h±~ 

o~-her-option,-£i%e-a-;o~nt-retttrn-with-husband-or-wi£e-even 

thottgh-one-o£-the--spottses--has--neither--qross--ineome--nor 

deduetionso--7£--a--jo±nt--return--is-madeT-the-tax-sha%%-be 

eomptlted-on-the-a~~regate-taMabie-ifteome-and--the--liability 

with--respeet--to--the--tax-shaii-be-jo±ne-and-severaro-T£-a 

joint-return-has-been-filed-£or-a-taxable-year7 -the--spouses 

m8y--not-£±±e-separate-returns-afeer-the-time-for-£il±n~-the 

return-o£--e±ther--has--expired--tlniess--the--department--so 

eonse~ts. 

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

under subsection {ll shall use the same filing 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 pecson or property of such taxpayer. 

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

subject to the provisions of 15-30-202 and 15-10-241, 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~-p~o~ided7-howe~er, 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 sks±±-be i~ entitled to a refund of 

the excess. 

(5) As soon~s 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-annam 3/4 of 1\ per month or fraction 

thereof on the additional tax. In such case there shall be 

no penalty because of such understatement, provided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

tit--By--Ne~ember--l-o£-eaeh-y~ar7-the-eepa~tment-~haii 

mnltiply-the-minimHm-amo~nt-o£--gro~~--ineome--neee~~itating 
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the--fi±ing--of--a--retnrn--by--the-±nfiat±on-faetor-for-the 

ta~ahle-y~ar~-~hese-ad;~seed-ameant~-8re-~££eet~•e-Eer--tnet 

ta~ebie--year,--and--per~on~--havinq-gro~~-±neome~-ie~s-than 

these-adj~ated-ame~nts-are-not-reqa±red-te-£i%e-a-ret~rn~ 

tet--rnai~~dttal-~neome-tax--f~rma--distfibttted--by--the 

department--for--eech-texabie-year-m~st-conta±n-±nstroetion~ 

and-tabies-eased-en-the-ed;~stee--ease--year--strttetH~e--£or 

that-taxab%e-year~'' 

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

read: 

''15-30-144. Time for filing -- extensions of time. (l) 

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 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 

upon application, but failure to secure the form shall not 

relieve any taxpayer of the obligation to make any return 

required under this law. Bve~y-taxpayer-iiae%e-for-a-tax 
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ande~-~hie-±aw-sha~~-pay-a-mi~imHm-tax-o£-$~• 

t%t--An-a~tomat~e-6-month-extertsion-o£-time-for--£i~in9 

a-ret~~n-i~-aiiowed,-p~ovided-tftat-on-or-ee£ore-the-dHe-date 

o£--the--·retttrn7--~n--app!ieatio~-±~-made-on-£orm~-ovai~ab~e 

£rom-the-department-or-±n-writ±ng-to-t~e-department. 

(2) The person making the return may obt~in~ 

automatic i-montft 4-MONTH extension of time for fili~~ 

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-~~eeompan±ed--by--a--eopy--o£---the 

app%ieant~~--£edereT--ineome--tax-£orm-4868-submi~ted-to-tfte 

~ntern8%-~eyentle-~erv±ee-Eer-t~e--e~me--tax--year--an~--~ame 

extension-of-tfte-rett:2rn:-E~ling-pe!'_±od. 

~l__!.f_ the applicant is not required to make a federal 

income tax return, he must indicate that fact on the 

~ication for extension _filed with the deoartment. 

~~n automatic extensio~ of time to make the state 

income tax return i~--·· not an extension o~ time ~ the 

income tax due. The applicant must calculate and remit with 

the a~~ation the tax due, less withheld t~x pavments, 

~.:=,timated tax payments, and tax credits for ~b____!c~--.the 

~.££!_-!:.cant_may be_~iqible_~ 

I d) It the apQ_licant underest}mat:__~~- his_ tax_ ti~~l_Q__! 

'2.£___:1__or<::, he is liable for penalties and inle.est under ·-----------

~45- HB 842 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0842/02 

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. 

~A person granted an automatic extension under 

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

~--_exceed ! 1 months from !:he date for filing a returnr if 

upon further application the person shows good cause to 

rec:eive another extension!. __ The filing of an appeal from a 

denial of the application for another extension does not 

stay the time for fi~ing the return." 

Section 20. Section 15-30-146, M.CA, 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 period that the 

federal statute of limitations for collection of federal 

income tax has been susp~nded 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 •.JC an amended _ceturn as required by 

-46- HB 842 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

HB 0842/02 

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 ed;tl~~ed--gro~~ 

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

read: 

"15-30-162. Investment credit recapture. tlt-~h~re--±s 

a%iowed--a5--a-e~ed±~-egainse-ehe-eax-impo~ea-by-±S-3e-le3-a 

~eree"tage-o£-the-ered±~-a~iowed--wi~h--re~peet--to--eertain 

~ep~eei~ble--proper~y--~nder--seetion--38--o£--e~e--in~erna± 

Reve rnte -eode -o£-± 9 54.,-8S -amended ,--or -8: s-see e ±on-- 3 a---may-- be 

retH2:Mbered--or-amended ... -However-,-- rehab:t ~ -teation- eo~ts -a.s--set 

for~ft-~nder-seet:t~n-46tatt~ttPt-of-the-~neern~}-Re~en~e-eode 

o~-l954;-er-as-3ection--46tattXttPt--may--be--~~fttlMbered--or 

amended-;--are---l'lot-·-to-be-inelttded-ift-the-eomptttnt-i-on-o£-th@ 

~nvestment-ered±to-~he-efed±t-is-allowed--~o~--the--purehase 

al"td--in:!lt:aliatiort--of--eer~a±n--qtJ:s:i::i-£±ed-properey-def±ned-by 

sectien-38-of-the-fntetnal-Reventte-eode-o=-t954,-as-amenderlr 

±£-the-property-meets-a~l-o£-tfte--£ol~ow±n~--qttal±£±eat±ons~ 

tat--±t-wa~-piaeed-in-serv±ce-in-Montana;-and 

tbt--it-was-used-£or-~he-prod~et±on-o£-Montana-adjtt3~~d 
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gross-±-neom~. 

t%t--The--~mou"t--~f-the-credit-a~lowed-£or-~fte-ta~abie 

yeer-i~-5%-o~-ehe-8mettn~-ef-er~d±t-rl~te~mined-unrler--9eet±o~ 

46fatt%t--of--ehe-Intern8i-Revenue-eode-o£-l954~-as-8mended 7 

or-os-seet~ol'l-46tettit-may-b~-ren~mbered-or-emeneed ... 

t3t--Notw:i-th~tanding-tke-prov~sion~-o£-subsect~on--t2tT 

the--±n~estment--e~edit-aiiowed-fo~-the-taxabie-year-may-not 

exeeed-tfte-taxpoyer~s-ta~-±1:-ab±-l~ty-for-the-texabXe-ye~~--o~ 

$599,-wh±cheve~-±-s-le~~. 

t4t--I£--property--for--whi-eh--an--±-l'l~e~tment-eredit-±-s 

eiaimed-±-s-~sed-bet~-±-ns±-de-and-ott~s±-de-this-~tate7--on~y--a 

port±-on--of--the--ereci±-t--±s--aliowed.--Tke--ered±-t--mtl~t-be 

~pporeioned-accord±ng-to-a-fraction-the-ntlmerato~--o£---whieh 

is--the--n~mber-o£-day~-dur±rtg-the-te~able-year-the-prope~ey 

was·-loea~ed-~~-Me~tan8-artd-the-denomin~tor-e£-whieh--±~--~h~ 

nHmber--of--days---dtlrin~-the-taxable-yeer-the-~axp3yer-owned 

the-propertyo-The-in¥e~tment-ered±t-may-be-applied---on±y--to 

the--tax--l±abii±tr·-~r-~he-texpayer-w~~-pttreha~es-and-ptaee~ 

in-serv±ee-the-prope~ty-fer-whi~h-an--inv~stment--ered±t--is 

elaimed~--~he--c~edit--may--net-be-a±l~eated-betwe~n-spo~se~ 

~~ie~~-the-prope~ty--is---u~~d--by--a--~~~~~ership--or--sma±l 

bt2~i:~ess---eorpor-ati:e"----o£---whi:eh--~hey--are--pat"tn~rs---or 

shar.~hoiderso 

tSt The investment credit al%ewed--by--th*~--~eet±-o" 

taken by a taxpayer pursuant to this chapter is subject to 
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recapture as provided for in section 47 of the Internal 

Revenue Code of--%9547-a~-amended,-or-as-seeeieft-~i-may-be 

ren~mbered-er-aM~nded." 

Section 22. Section 15-30-303, MCA, is amended to 

read: 

"15-30-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawful for the department or any 

deputy, assistant, agent, clerk, 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 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 

on any return or report required by rule of the department 

or under this chapter. 

(2) The officers charged with the custody of such 

repotts and returns shall not be required to produce any of 

them or evidence of anything contained in them in ~ny 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 an 

beha"f of any party to any action or proceedings 'Jnder the 

prov ~ions of this chapter or such other ac. when the 

-49- HB 842 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

25 

HB 0842/02 

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 report 

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 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 net exceeding 

$1,000 or by imprisox1ment in the county jail not exceeding 1 

year, or both, at lhe 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 a period of 1 year thereafter. 

(6) Notwithstandin9 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~ 

t8t--to--the--deparement--er--;~etiee--all--information 

~eee~sary-eo--identify--those--persons--q~et±fyin~--for--ehe 

additie~al-e~emption-for-brindne~e-p~rs~an~-eo-l5-39-rrzt4tr 
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for--the--purpo~e--of--enabl±n~-the-depertment-ef-;~stiee-to 

ad~inieter-the-prev±~±en~-er-6t-5-Y957-8nd 

tbt 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 23. Section 15-31-202, MCA., is amended to 

read: 

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

(1) A small business corporation May-e!ee~ THAT HAS MADE A 

VALID ELECTION UNDER SUBCHAP'rER S OF CHAPTER 1 OF THE 

INTERNAL REVENUE CODE IS not ~o--be subject to the taxes 

imposed by this chapter. 

t~t--r£--e-~mall-btls~ness-eorporetion-makes-an-~l~etio~ 

~nder-~~b~eetion-t±tr-ehert~ 

tat--with--respee~--te--~he--taxeb±e---year~---er---the 

eorporation--for--wh~eh--etteh--election--i~--±n-effeet,-~Heh 

eer~oration-±~-not-ettb;eet-~o--the--t8xe~--impo~ed--by--this 

ehap~er--end,--with--~espeet--to--~~eh-taxebte-year~-en~-a±i 

stleeeeding-taxable-yeers,--~he-provis±on~-o~-ehi~-pa~~--apply 

te-s~eh-eerporatie~;-end 

tht--with-~~speet-~o-~he-taxaele-ye8r~-e£-a-~h8reho~der 

6f-3~en~eorpora~ion-in-whieh-or-wieh-whieh-~he-taxae±e-yeers 

o£-the-eorpor6tien-fer-whieh-s~eh-e%eetio~~is-in-efteet-endr 
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~he--previsiofts--o£-this-p5r~-a~p±y-to-etteh-shareholder,-and 

with-resp~ee--to--stteh--~axabie--years--aftd--aii--stteee@din~ 

~axable--year~,--the--previe±efts--or-this-part-apply-te-e~eh 

sharehoiderT 

t3t--An-e%eetion-~nder-sttbseetion-t±t-m~st-be--made--±n 

aeeordanee--with--r~ies--preseribed--hy--the--department--o£ 

revert.tle.-

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

ELECTION UNDER SUBCHAPTER S OF CHAPTER 1 OF THE INTERNAL 

REVENUE CODE SHALL FILE BY 'rHE 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 M4DE. 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 PROOF IS REQUIRED WITHIN 60 DAYS OF THE DATE OF THE 

NOTICE. IF PROOF IS NOT RECEIVED WITHIN 60 DAYS, OR BY A 

REASONABLE EXTENSION DATE BASED UPON A REQUEST BY THE 

TAXPAYER PRIOR TO THE EXPIRATION OF THE 60 DAYS, THE 

CORPORATION IS SUBJECT TO THE TAXES IMPOSED BY THIS CHAPTER. 

t%t(3) A SMALL BUSINESS CORPORATION THAT HAS MADE A 

VALID ELEC'riON UNDER SUBCHAPTER S OF CHAPTER 1 OF THE 

~NTER'!AL REVENUE CODE MAY ELECT TO BE SUBJECT TO TH8 TAXES 

I__~~~_[_)_I~S THIS~CHAPTER BY FILING AN ELECTION Ql'; A FORM 

o~.:OV !)f.D BY' THE DEPP..RTHENT. THE FOR.'-1. MUST HAVE PRH;'T'EO 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, 1987, BUT BEFORE MARCH l, 

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

THEREAFTER, THE ELECTION MUST BE FILED BY THE 15TH 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 ei~etion SECTION is not @ffective unless the 

corporate net income or loss of ~tteh--e%eetin9 THE 

NONELECTING SMALL BUSINESS corporation is included in the 

stockholders' ad;~~ted-9~o~e income a~-deE~ned-~n-%5-39-%%~. 

(5) Every el:eceing NONELECTING SMALL BUSINESS 

corporation is required to pay the ~ 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 eieetinq-end qualifying under 15-31-202 shall 

pay a minimum fee of $10.'' 

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

READ: 
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revocation. If the 

Subchapter S is either 

terminated or revoked for federal purposes, the corporation 

must notify the department within 30 days of such 

termination or revocation. ~fte-depar~~e"t-m~y--t~rminete--an 

e%ecticn--at--any--time-±£-it-discovers-the-co~poretion-does 

net-qtte~±£y-a~-a-3ma%%-b~s±ness-eorporat±on-as-prov±ded--Eor 

tt~der-the-prov~s±ons-o£-Sttbchapeer-9-of-the-inter~a%-R~~entte 

eode--o£--%954~ 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, corporation, 

partnership, or small business corporation as defined in 

l5-3i-~9i Subchapter S of Chapter 1 of the Internal Revenue 

Code that makes an investment of $5,000 or more in certain 

depreciable property qualifying under section 38 of the 

Internal Revenue Code ef-%9547-fts-amended, 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 amount equal 

to 35\ of the eligible costs, to be taken as a credit only 

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

(a) manufacturing plants located in Montana 

produce wind energy generating equipment; 

that 

(b) a new business facility or the expanded portion oE 

an existing business facility 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 purposes of determining the amount of the tax 

credit that may be claimed under subsection {1), eligible 

costs include only those expenditures that qualify under 

section 38 of the Internal Revenue Code of-~954 7-ee-amendedy 

and that are associated with the purchase, installation, or 

upgrading of: 

(a} generating equipment; 

(b) safety devices and storage components; 

(c) transmission lines necessary to connect 

existing transmission facilities; and 

with 

(d) transmission lines necessary to connect directly 

to the purchaser of the electricity 

transmission facilities are available. 

when no other 

(3) Eligible costs under subsection (2) must be 

reduced by the amount of any grants provided by the state or 

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

"17-5-408. (Effective unless 

compiler 1 s comments) Percentage 

contingency 

of income, 

occurs--see 

corporation 

license, and cigarette tax pledged. (l) ill The state 

pledges and appropriates and directs to be credited as 

received to the debt service account:%%% !Q! of all money 7 

exeepe---a~---prov±ded---in--%5-3%-~Sir received from the 

collection of the individual income tax and 11% of all 

money, except as provided in 15-31-702, received from_~~~ 

collection of th~ corporation license and income tax 

refe~red--to ~~~ovided in 15-1-SOlL 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),-p~ov±ded-that~ 

~ no No more than il% the percentages described in 

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

~ 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 f~om the collection of the excise tax on cigarettes 

whic:~ is levied, imposed, and assessed by 16-11-lll. The 

stat.' also pledges and uppropr iates 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, 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 from the 

collection of all taxes referred to in this subsection (2). 

(Revived July 1, 1967--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. (l) ~The state 

pledges and appropriates and directs to be credited as 

received to the debt service account It% 10% of all money7 

exeept---a~---provid@d---in--15-31-792, received from the 

collection of the indi~!.9-ual income tax and 11\ of all 

mon~_y _ _, except as provided in 15-31-702, received from the 

collection of the corporation license and i~corne tax 

re£e~~ed--to as provided in 15-1-SOlL 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 
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requirements stated in 17-5-405(4);-proYid~d-~hat~ 

i£1 "o No more than ~t% the percentages described in 

subsection (1)~ of such tax collections eh8it-he-d~emed-~e 

~ 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 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 

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).'' 

Section 28. Section 19-3-105, MCA, is amended to read: 
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"19-3-105. Exemption from taxes-a~d 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~~ 

tltl!l subject to execution, garnishment, attachment, 

or any other process; 7 ; 

t~t-~sdbjeet--~o--state 7 --eettfttyT--or--mHnieipai--t3xes 

exeept--for--a--ref~~d--~oirl--tt~def--19-3-793--o£-a-member~~ 

eontribtttiofte-piek~d-tlp-by-an-empioyer-after-attn~-39,--!9857 

as-provided-in-19-3-791;-or 

(2) SUBJECT TO STATE, COUNTY, OR MUNICIPAL TAXES TO 

THE EXTENT PROVIDED IN 15-30-111, 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; _ _2!', 

t3t1ll nor-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 texat*on-and TAXES AND legal 

process. The pensions, annuities, or any other benefits 

accrued or accruing to any person under the provisions of 

the retirement system and the accumulated contributions and 

cash and securities in the various funds of the retirement 

system are~~ 

tlt--exemp~ed--from-any-state,-eottntyT-or-mttnieipel-tax 

e£-the-state-of-Montana--exeept--£or--a·--refttnd--paid--under 
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~9-4-663--o£--a--member~s--eon~rib~t*efte--p*e~ed--Hp--by--aft 

empioyer-of~er-6ttne-39T-%985T-as-provided-in-l9-4-66i; 

(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; 

f;!till not subject to execution, garnishment, 

attacr~ent by trustee process or otherwise, in law or 

equity, or any other process~L and 

t3till .... ., unassignable except as specifically 

provided in this chapter." 

SECTION 30. SECTION 19-5-704, 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 ~~~e~-~~d 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 

-61- HB 842 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0842/02 

of any of these is~~ 

tlt--exempt-£rom-any-s~a~~T-ee~n~yT--er--m~nieipa~--tax 

exeept--Eer--8--refHftd--paia--ttftder--%9-6-493--o£-a-member~e 

eeft~rib~tions-pieked-ttp-by-an-emp~eyer-af~er-a~ne-397--%9857 

as-~!'ovi~.,~-in-~9-6-4&i~ 

(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; 

ti!till exempt from levy, sale, garnishment, 

attachment, or any other process~L and 

t371ll is unassignable except as specifically provided 

in 19-6-706." 

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

11 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 

13) unassignable except as specifically 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 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) unassignaqle 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 19-9-304 

of a member's contributions picked up by an employer afte~ 

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 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 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) 11 Needy person 11 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 

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 federal Social Security Act is amended to define a "ward 
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%9-4-693--o~--a--member~s--con~r~b~~ions--picked--~p--by--an 

employer-after-dbne-39T-Y9857-as-previded-in-%9-4-69i; 

(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; 

tit~ not subject to execution, garnishment, 

attachment by trustee process or otherwise, 

equity, or any other process~L and 

t3tlll .... ., unassignable except as 

provided in this chapter.'' 

in law or 

specifically 

SECTION 30. SECTION 19-5-704, 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 taxe3-and TAXES AND legal 

proc~ss. 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~~ 

tlt--exemp~-£rom-any-state7-co~nty7--or--m~nfeipai--~ax 

exee~t--Eer--a--~ef~nd--paid--~nder--%9-6-493--o£-a-member~s 

eontr±bntions-picked-~p-by-an-empioyer-a£ter-Onne-387 --l9857 

as-~roYided-in-~9-6-46~; 

(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; 

titi!l exempt from levy, sale, garnishment, 

attachment, or any other process;L and 

f3till %s unassignable except as specifically provided 

in 19-6-706." 

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

"19-7-705. EKemption 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 provid~d 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 19-8-805, 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 deductions or the right of any of 

these is: 

(1) exempt from any state, county, or municipal tax ~ 

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) unassignaqle 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-lll, except a refund paid under 19-9-304 

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 

-63- HB 842 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0842/02 

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: 

(l) "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" 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 

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 federal Social Security Act is amended to define a "ward 

-64- HB 842 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BB 0842/02 

Indian••, such definition shall supersede the foregoing 

definition ... 

Section 37. Section 67-11-303, MCA, is amended to 

read: 

"67-ll-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 ar.y 

revenues of the authority, including revenues derived from: 

(a) an 

facilities; 

airpo_rt or air navigation facility or 

(b) taxes levied pursuant to 67-ll-301 or other law 

for airport purposes; 

(c) 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 such 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 or sources are 

pledged exceeds the amount of such revenues to be received 

in tt1at year as estimated in the resolution authorizing the 

issui~Ce of tne bonds. The authority shall take a~l 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 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 

by a political subdivision w±~fti~---the--mea~~n9--o£ 

~5-3S-YT7tittet for purposes of tax ex~~~~ determinations 

under the Internal Revenue Code. 

(5) For the security of any such bonds, the authority 

or municipality may 

covenant, agreement, 

additional powers 

by resolution make and enter into any 

or indenture and may exercise any 

authorized to be exercised by a 

municipality under Title 7, chapter 7, parts 44 and 45. 1'he 

sums required fro:n 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) Sllbject 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 

of principal and interest due on such bonds, it will levy a 

general tax llpon all the taxable property in the 

municipality fa~ the payment of such deficiency, and such 

taxes are not subject to any limitation of rate or am~unt 
--.:o 

applicable to other municipal taxes but are limited to 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 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 question have voted in favor thereof. 

The notice and conduct of the election 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. 11 

Seetioft-i5.--seetion-i&-9-3&3,-MeA7-is-amende~-~o-~e8d~ 
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Mi9-9-393~--Befin±e±en-of-fo~naa~ion--pro9ram--end--±t~ 

prepore±on--of-the-mexim~m-genera%-Ettftft-witho~t-a-vete~-levy 

sehe~~~e-amo~~t-----noniselated--~chool--£o~ndation--pro~ra~ 

financing------speeial-ed~eat~en-fttnd~.--tlt-Ae-~sed-in-this 

title1-the-term-uroHndation-programll-5hall-mean-the--minim~m 

operating--expenditttree,--as--es~abli~hed--herein,--that-are 

5tt£f±eient-to-provide--£or--the--e0aeat±onal--program--o£--a 

~~hool.---~he--fottndation--pro9ram--relates--only--to--those 

expenditures-authorired-by-a-distriet~s-general-fHnd--bttdget 

a~d--shall--net-±neiude-expenditttre3-r~em-afty-ethe~-£ttn~.-£~ 

eh~ll-be-f±naneed-hy~ 

tat--eoun~y-eqttal±zation-moftey~~-and 

tbt--~tate-equalizet±o~-a±d• 

t~~--~fte-doller-~mo~nt-o~-the-fo~ndation-program--~hali 

be-----------------86%-----------------of----------------the 

Maximtlm-general-£~nd-bud~et-wi~h~~t-a-~oted-ievy--iimitation 

as--set--Eor~~-in-the-~ehedHles-in-2&-9-3~6-throttgh-~9-9-3ZT 

or-89%-o£-the-state-equalization-aid-ame~nt-determined-under 

i6-9-349o-~he-Eott~d~t±on-pro9ram--o£--an--elementary--eehool 

~aving--an--ANB--o£--nine--or-rewer-pttpils-for-~-eonseeutive 

year~-~h±eh-±~-not-~pproved-ae-an-i9o~ated-eehool-ttnde~--th~ 

pro~i3±on~--ot-rs-9-36Z-ehali-be-88%-of-the-schedtlie-amo~nt 7 

but-the-~o~nty-and--state--3hdil--~artie±pete--±n--£i~a~e±n9 

one-!·a~f--oE--the-fe~n~at±on-pre~ram~-and-the-di3triet-~hall 

~inalee-the-remai~±ng--ane-half--by--o--ta~--levieri-·-en--the 
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property--of--the--dietricto--When-a-schooi-of-nine-e~-Eewer 

p~pi~~-ie-epprovea--ae--ieole~ed--~nder--the--provieie~e--o£ 

i9-9-39i,--the--eoanty--and--state--sha~%-partieipate-in-the 

Einaneing-o£-~he-total-amoHnt-or-the-re~ndatien-programo 

t3t--P~nds-prov±ded-to-~~pport--~he--speeiai--ed~eation 

aeeounting-btldget-may-be-expended-oniy-fer-~~eeial-ed~eatien 

pttrpeses---a~--approyed--by--~he--sHperintendent--of--p~biie 

instrnetien--in--accordanee--with--the---special---ed~eation 

bHdgeting-provisions-o£-this-title~-Expenditares-Eor-epeeial 

edaeat±on-ehall-be-aeeoanted-for-separate±y-from-the-balanee 

e£-the-sehool-dietriet-general-fund.-Transfers-between-items 

within--the-epeeial-edaeation-bttdget-for-aeeoanting-parpoees 

may-be-made-at-the-discret±on-of-the-board--o£--trust@ee--i~ 

aeeor~anee--with--the--£~~ane~al-admini~t~ation-~ar~-of-th±~ 

title.-~he--anexpended--balanee--o£--the--speeial--ed~eation 

~eeo~nt~nq--b~dget--shall--earry--over--to--the-next-year-to 

~ed~ee--the--a~o~nt--o£--fttft~i~g--reqttired--to--finanee--the 

di~trie~~s--en~tlinq-year~~-maxim~m-~tldget-withoat-a-vote-Eor 

epee±a%-edaeati~n·• 

SECTION 38. SECTION 20-9-316, MCA, IS AMENDED TO READ: 

"20-9-316. Elementary school maximum budget schedule 

for 1985-86 1987-88. (1) For each elementary school having 

an ANB of nine or fewer pupils, the maximum shall be $±9~959 

$19,957 if said school is approved as an isolated school. 

(2) For schools with an ANB of 10 pupils bu~ less than 
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18 pupils, the maximum shall be $~9,959 $19,957 plus $834.~8 

$834 per pupil on the basis of the average number belonging 

over nine. 

(3) For 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 $327~14 $32,711 

plus $834.t8 $834 per pupil on the basis of the average 

number belonging over 14. 

(4) For schools with an ANB of 18 pupils and employing 

one teacher, the maximum shall be $~~,466 $27,463 plus 

$834.~9 $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 18 pupils and employing 

two full-time teachers, the maximum shall be $4,7851 $43,847 

plus $5~~.49 $522.30 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 of 40, the 

maximum on the basis of the total pupils (ANB) in the 

district fo~ elementa~y pupils will be as follows: 

{a) For a school having an ANB of more than 40 and 

employing a minimum of three teachers, the maximum of $1,938 

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) For 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 TO READ: 

"20-9-317. High school maximum budget schedule for 

~985-86 1987-88. (1) For each high school having an ANB of 

24 or fewer pupils, the maximum shall be $ii37T98 $113,696. 

(2) For a secondary school having an ANB of more than 

24 pupils, the maximum $4rT36 $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 ANB 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 of more than 200 

pupils, the maximum of $ir34i $2,341 shall be decreased by 

$i~38 ~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 $2,104 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 $1,973 per pupil. 

(8) The maximum per pupil for all pupils (ANB) cwd 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 school for the purpose of this 

schedule.'' 

Section 40. Section 20-9-318, MCA, is amended to read: 

"20-9-318. Elementary school ataximum budget schedule 

£or-3::996-8?'-a.nd-st2eeeedi-l'l~-yea~s FOR 1988--89 AND ~_!dCCi=.£DING 

YEARS. For -i-986-8=1 198~---=.89 and succeeding school years, the 

elem?ntary school maximum bu()get 3chedule is as follows: 

{l) For each elementary school having an AND of nine 
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or fewer pupils, the maximum shall be $~9,~58 $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 $~9,~58 $19,558 plus $84~~59 

$817.30 per pupil on the basis of the average number 

belonging ove~ nine. 

(3) For 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 $33,64~ $32,057 

plus $84~~se $817.30 per pupil on the basis of the average 

number belonging over 14. 

(4) For schools with an ANB of 18 pupils and employing 

one teacher, the maximum shall be $~iT~•~ $26,914 plus 

$842•59 $817.30 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 

two full-time teachers, the maximum shall be ~4~7%99 $42,970 

plus ~5i~•66 $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 of 40, the 

maximum on the basis of the total pupils (ANB} in the 

district fer elementary pupils will be as follows: 

(a) For a school having an ANB of mere than 40 and 

employing a minimum of three teachers, the maximum of $iy95~ 

2l_!..899 shall be decreased at the rate of $-l-.99 ~-~~_! for 
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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 

pupils, the maximum of $ir843 $1,788 shall be decreased at 

the rate of $%7~4 ~ for each additional pupil until the 

ANB shall have reached 300 pupils. 

(c) For a school having an ANB of more than 300 

pupils, the maximum shall not exceed ~%r496 $1,451 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. 

tat--fft---the---eyent--ehat--!~n~ing--E~om--statttto~~%7 

app~ep~~at~d-~od~ees--is--ins~££icient--to--~~%%y--Eund--the 

aehed~ie-to-the-maxim~m-e!iewedT-the-eehed~!e-m~st-be-ftlnded 

on--a--pre-rata-ba~i~-and-eniy-to-the-extent-that-~eventte-i~ 

ayai%ab%e-fPom-so~reee-statdtorily-appropriated-to-fttnd--the 

sehed~:J:eo 11 

Section 41. Section 20-9-319, MCA, is amended to read: 

"20-9-319. High school maximum budget schedule for 

%986-8~-s~d-s~eeeedi~q--years FOR 1988-89 AND SUCCEEDING 

YEARS. For t986-8T 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 ANB of 24 or fewer 

pupils, the maximum shall be $ll4r845 $111,422. 

(2) For a secondary school having an ANB of more than 

24 pupils, the maximum $4ri85 $4,643 shall be decreased at 

the rate of $r6.~9 ~ 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 ~4,368 $4,237 shall be decreased at the rate 

of $i6.%9 ~ 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 $ir89~ $2,718 shall be decreased at the 

rate of $4o3~ ~ 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 $%,365 $2,295 shall be decreased by 

$io49 ~ 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 $2r%i5 $2,062 shall be decreased at 

the rate of 44 !l cents until the ANB shall have reached 600 

pupils. 

(7) For a school having an ANB over 600 pupils, the 

maximum shall not exceed $% 7 993 $1,933 per pupil. 
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(8) The maximum per pupil for all pupils (ANB) 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 school for the purpose of this 

schedule. 

t9t--f~--t~e-~event--that--Eund±ng---£rom---stattttor±±y 

appropr±ated--~ottrees--is--±nsttEEieient--to--fully--fttnd-the 

sehedtt±e-to-the-maximttm-allowed7-the-sehe~tt%e-mttst-~e-Ettnded 

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

ava±lable--from-sourees-statutorily-appreprieted-te-fttftd-the 

sc:hedt2%eT" 

Section 42. 

"20-9-343. 

Section 20-9-343, MCA, is amended to read: 

Definition of and revenue for state 

equalization aid. (1) As used in this title, the term ''state 

equali~ation 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 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative appropriation for state 

2quaJ.Lz~tion aid shall be made in a single sum for the 

bienr·ium. The superintendent of public iilstruccion 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) 25t 3i.8t 29.2\ of all moneys received from the 

collection of income taxes under chapter 30 of Title lSi 

(b) 25% of all moneys, except as provided in 

15-31-702' received 

license and income 

provided by 15-l-501; 

from the collection of corporation 

taxes under chapter 31 of Title 15, as 

(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 

other mineral royalties under the federal Mineral Lands 

Leasing Act, as amended; 

(e) interest and income moneys described in 20-9-341 

and 20-9-342; 

(f) income from the local impact and education trust 

fund account: and 

(g) in addition to these rpvenues, the surplus 

revenues collected by the counties for foundation program 

support according tJ 20-9-331 ar.d 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 

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]." 

S~ee±on-~9o--Seeeien-i9-9-349y-M€AT-i~-~mended-ee-re~d~ 

ui8-9-348.--eseimation-o£-state--eqttalization--aid--£or 

hudget-pHrposeso f!± ~he-apportionment-o£-stote-eqHa%ization 

aid-ehall-be-the-eeeond-se~ree-of-revenHe-in-eale~lating-the 

£inaneing--o£-the-elementary-distriet-£ottndation-p~oq~am-and 

the-hi9h-sehooi-distriet-fo~ndation--proqramo--fn--order--to 

a±iow--Eor--the--estimatien--o£--the--ame~nt--o£-money-to-ee 

reaii~ed--f~em--~his--sottree--eE--reventte--whe"--the--eottnty 

superintendent---is---estimating--the--general--fund--budget 

revenaesT-the-eoanty-superintendent-shall-eensider-that--the 

state--foandatien--program--reYenaes-and-eoanty-eqaa~ization 

moneys,-together,-will-ee-eapable-o£-Einaneing-%98%--o£--the 

foandation--programo superintendent--of--pablie-instruetion 

shal±--annaalir--estimate--a--uniform--pereentage--o£---eaeh 

distriet~s--Eottndation--program--that-state-egttalization-aid 

and-eoanty-eqaalization-eoneys-together-wili-be--eapabie--o£ 

£inaneing--£or--the-enstting-sehool-£iseal-yearo-~he-estimate 

is-•state-t!g1:2aliz:e:tion aidll-for the-purposes of--this--title 

-79- HB 842 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0842/02 

and--mast-ee-based-on-the-best-availabie-data-and-ealettiat:ed 

aeeordinq-to-the-pToeed~re-provided-%n-i9-9-341~ 

tit--~he-~ttperin~endent--er--p~blie--%ns~rdet~o~--shall 

net±Ey--eaeh-ee~n~y-snpe~i~te"den~-or-tne-state-egaalizat:ion 

aid-es~ima~e-by-d~ne-~o-The-eoanty-superineendent-shaii--Hse 

the--est±mete--ror--estabiishi~g-the-rinancing-avaiiabie-ror 

eaeh-distriet~s-£oHndatio~-program-£or--the--ensninq--s~hooi 

£isca±-yearoa 

See~±on-3e~--seetion-i9-9-35it-M€A,-is-amended-to-~eed7 

A~9-9-35i~--Permissive-amottnt-and-permissive-leYyo--tlt 

Whenever---the--trustees--o£--any--distriet--shall--deem--it 

neceseary-to-adopt-a-qeneral-fttnd-hadget-in--exeess--o£--the 

£ottndation--program--amottnt-bttt-not-in-exeess-o£-the-maximttm 

general-EI:2nd-bttdget-amottnt-£or-sttch-distTiet-as--established 

by--the-sehedttles-in-i9-9-3l6-thrott9h-~9-9-3~l,-the-tTttstees 

shall-adopt-a-resottttion-stating-the--reasons--and--pttrposee 

£or--exeeedinq--the--£onndat:ion--program-amonneo-Stteh-exeess 

above-the-foandation-program-amonnt-shall-be--known--as--the 

•permissive--amottnta,--and-it-shali-he-finaneed-by-a-ievy-on 

the--taxable--valae--o£--ali--taxable--propeTty--within--the 

distriet--as--preseribed--in-i9-9-l4lr-supplemented-with-e:ny 

biennial-appropriation-by-the-iegislaenre-for-this--parposeo 

~he--p~eeeed~-o£-stteh-an-appropriaeion-shal%-be-deposited-to 

the-s~ate-~peeial-revenue-£~nd,-permissive-aeeottnto 

tit--The-dis~~ie~-lev~es-to-ee-set-for-the--pttrpose--ef 
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f~ndiftg-~he~permiss±ve-amodnt-are-ftetermined-as-Eo±±ows~ 

tat--Per--eaeh--e±ementary--schoo±-Gi~triety-the-eodnty 

eoamiesloners-sha±±-annda±±y-set--a--levy--not--exceeding--6 

mi±ls--on--ail--the-taxable-prope~ty-~n-tfte-distriet-for-the 

pdrpese-of-funding-the-permissive-amodnt--o£--the--d±str±et. 

~he---permissive---levy---±n--mil±s--shall--be--obtalned--by 

multipiying-the--ratie--of--tfte--permissive--amount--eo--the 

maximum--permissive--amottnt--by--6-or-by-dsing-the-n~mber-of 

miils-wh~eh-woul~-£und-the-permissive-amountr--whtehever--is 

iess.--££--the--amoune--or-revenue-raised-by-this-ievy,-pitts 

an~~eipe~~d--o~--~~appropriaee~--mo~or--vehiele---fe~s---and 

reimb~~sement-n~d~r-the-previs±ons-o£-6l-3-·53%-and-6i-3-5367 

±s-not-~~ffieient-~o-£~nd-the-pe~m±ss~ve-amottnt-in-fnll7-the 

amo~nt--o£-tbe-deE±eieney-shall-be-peid-to-tbe-d±str±et-£rom 

the-state-epeeial-reventte-£~nd-aeeording-to--the--provi~ions 

o£-sn~seetions sttbeeetion f3t-and-t4t-o£-this-seetiono 

tbt--Por---each---high---sehool--dietriee,--the--eo~nty 

eommiss±oners-ehall-anntlally-set--a--levy--not--exeeedin9--4 

m±lls--on--all--taxable--property--in--the--distriet-for-the 

pnrpose-o£-£ttnding-the-permissive-amonnt--o£--the--d±etrieto 

~he---permiseive---levy---in--mills--eha±l--be--obtained--by 

mttltip±y±n9-the-ratio-o£-the-permissive-levy-to-~he--max±m~m 

permi~~~ve-smonnt-by-4-er-by-~sift9-~~e-ft~mber-o£-mi~is-whie~ 

~~~~e--fund-the-~erm~ssive-amount,-whichever-±3-l~~~.-Tf-the 

amo , d t: -a£- reve n ue-re :i: :!!led --by-- t:h is-- i-e..,y, --pi:tt ~--u r'! t :i:e±pated 
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meter-veh±cle-feee-and-reimb~r~emen~-~nder-the-previsiens-eE 

6l-3-53i--and--6i-3-536,-snd-pins-ne~-proeeeds-taxes-fer-new 

preduetienr-as-defined-in-±5-%3-69±7-is--net--suffie±ent--to 

£ond--the--perm±ssive--ame~nt--in--£~ll,--the--amettnt-ei-the 

defieieney-shail-be-paid-to--the--distriet--£rom--the--sta~e 

speeiai---revenae---€und--aeeerdin9--~o--the--provisions--er 

s~bseetiens sttbseetion f3t-and-t4t-oE-this-seetieno 

t3t--The-sttper±ntendent-o£-pahiie-instruetion-shal}7 -±f 

the-appropriat±on-by--the--legisiature--ror--the--perm±ssive 

aeeottnt-£or-the-bien~ittm-ie-insn£fieient;-request-the-b~d9et 

direetor---to---sttbm±t---a---request---£or---a--sttpp±emental 

appropriation-in-the--seeon~--year--of--tne--bienn±ttmo---The 

sttpplementai--appropr±at±on--sha±i-pro~ide-enou9h-reveft~e-to 

£~nd-~he-permissive-de£ieieney-o£-eh~--eiemen~ary--end--b±gh 

~ehool---e~s~riet~--of--the--~~ateo--The--proeeeds--or--th±s 

appropr±ation--sheii--be--deposit~d--to--~he--seate--speeiai 

revenue--~n~d,--permie~i~e-aeeoun~T-and-shaii-be-distrib~ted 

to-the-elementary-and-high-school--di~~riets--in--aeeordanee 

with--the~r-entit~ements-es--determ±ned-hy-the-s~perintendent 

of--pubiie--instrttetion--aecordin9--to--the--provi~ions---o£ 

sttb~eetions-t%t-a~d-trt-o£-this-seetiono 

f4tfli Bistribntion--under-this-~eetion-from-the-state 

~peeiai-re~entle-ftlnd-~Merr-be--maae--±n--two--paymentso--The 

fir9t--payment--9ha±±--be-made-at·-ehe-same-time-as-tne-£irst 

Oi~tribtttion-o£-stet~-equaii~ot±on-o±d-is-mede-a£te~-aanuary 
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t-o£-the-£iee8~-yearo-~he-aecond-payme~t-sha~i--be--made--at 

the--same-time-a~-the-last-payment-oE-state-eq~aiization-aid 

is-made-£or-the-£iseai-year.-Y£--the--a~propriation--is--~et 

suf£ieient--te--£inanee-the-deEieieneies-o!-the-distriets-as 

~etermined-aeeordin9-to-subeeetion-titT-eaeh--distriet--will 

reeeive--the--same--pereentage--e£--its--de£icieney.-9~rpitt~ 

reventte-in-the-seeond-year-o£-the-biennium-may--be--used--to 

red~ee--the--appropriation--required-£er-the-next-stteeeedinq 

biennium-or-mey-be-trans£erred-to-the-state-eq~alization-aid 

state-speeiai-revenue-£und-i£--revenues--in--that--E~nd--are 

ifts~ffieieft~-~e-mee~-foHnda~±on-proqram-req~±remeft~s~u 

NEW SECTION. Section 43. Surtax. After the amount of 

tax liability has h;en computed as required in 15-30-103, 

each person filing a Montana individual income tax return 

shall add as a surtax i8t 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 

~9-9-351 15-31-208, MCA, are repealed. 

NEW SECTION. Section 45. Codification instruction. 

22 Sections 5T-8,-and-3i 10, 13, AND 43 are intended to be 

23 codified as an integral part of Title 15, chapter 30, part 

24 1, and the provisions of Title 15, chapter 30, part 1, apply 

25 to sections 57-87-and-3~ 10, 13, AND 43. 
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NEW SECTION. Section 46. 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 47. 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 l through ~4 ~~ 

THROUGH 37, AND 44 apply retroactively, within the meaning 

of l-2-109, to tax years beginning after December 31, 1986. 

(3) SECTIONS 23 THROUGH 26 APPLY RETROACTIVELY, WITHIN 

THE MEANING OF 1-2-109, TO ALL SMALL BUSINESS CORPORATIONS 

THAT HAVE MADE A VALID ELECTION UNDER SUBCHAPTER S 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-
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