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INTRODUCED BY ~j·~~.2-
A BILL FOR AN ACT ENTITLED: "AN ACT TO REVISE THE MONTANA 

INDIVIDUAL INCOME TAX SYSTEM, 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; 

TO APPROPRIATE FUNDS FOR EQUALIZATION AID FOR SCHOOLS; 

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

15-1-501, 15-30-101, 15-30-103, 15-30-105, 15-30-111, 

15-30-131, 15-30-132, 15-30-135, 15-30-136, 15-30-141, 

15-30-142, 15-30-144, 15-30-146, 15-30-162, 15-30-303, 

15-31-202, 15-31-204, 15-31-209, 15-32-402, 17-5-408, 

19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 19-8-805, 

19-9-1005, 19-13-1003, 20-9-316 THROUGH 20-9-319, 20-9-343, 

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, MCA; AND PROVIDING EFFECTIVE DATES, A RETROACTIVE 

APPLICABILITY DATE, AND A TERMINATION DATE." 

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

Section 1. Section 1-l-207, MCA, is amended to read: 

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

~• , .. ,,,.ti•• cou~" 
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requires otherwise, the following definitions apply in the 

Montana Code Annotated: 

(1) •sribe" means anything of value cr advantage, 

present o~ 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. 

(2) "Internal Revenue Code" means the Internal Revenue 

Title enacted August 16, 1954, and ~edesignated as the 

"Internal Revenue Code of 1986" by section 2 of Public Law 

99-514, as amended. 

t~t..il.l "Peace officer" means any person described in 

46-1-201(8). 

t-3till "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 •• , 

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 form and 

upon such terms as it determines, payable out of any 

revenues of the authority, including revenues derived from: 

{a) any port or transportation and storage facility; 

-2- INTRODUCED BILL 
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(b) taxes levied pursuant to 7-14-1131 

(C) grants 

government; or 

or 

(d) other sources. 

contributions from 

LC 1852/01 

or 67-10-402; 

the federal 

(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 bonos 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 

the authority and shall state on their face the applicable 

limitations or restrictions regarding the source from which 
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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 w±thi~-the 

mes"iftq-or-%S-39-l%lfitta7 for purposes of tax exemption 

determinations under the Internal Revenue Code. 

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

county, or municipality may by resolution make and enter 

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 

prior to the payment of 

revenues referred to in this part, 

current costs of operation and 

maintenance of the facilities." 

Section 3. Section 7-34-2416, MCA, is amended to read: 

MJ-34-2416. Tax-exempt status of bonds. Bonds issued 

by a county pursuant to the provisions of 7-34-2411 through 

7-34-2418 are declared to be issued for an essential public 

and governmental purpose by a political subdivision within 

~fte-mea"in~-oi-t5-36-l%%t~tt8t for purposes of tax exemption 

determinations under the Internal Revenue Code.•• 

Section 4. Section 15-l-101, MCA~ is amended to read: 

-4-
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"15-l-101. Definitions. (l) 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 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(b) The term 11 assessed value" means the value of 

property as defined in 15-8-111. 

(C) The term ''average wholesale value" means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term "commercial", 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 

commercial: 

(A) agricultural lands; 

(B) timberlands; 

of 

(C) single-family residences 
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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 economi.c 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 debts, 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 housetrailer is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located only when it is 

attached to a foundation ~hich cannot feasibly be relocated 

and only when the ~heels are removed. 

-6-
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(h) The term "Internal Revenue Code"means the Internal 

Revenue Title enacted August 16, 1954, and redesignated as 

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

Law 99-514, as amended. 

thtill The term "leasehold improvements" means 

improvements to mobile homes and mobile homes locat.ed 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-.r:02. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

t±tlil The term 11 llvestock" means cattle, sheep, 

swine, goats, horses, mules, and asses. 

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. 

tktill 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 

"improvements". 

HtiJttl The term "poultry" includes all chickens, 
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turkeys, geese, ducks, and other birds raised in 

domestication to produce food or feathers. 

tmti!!l 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. 

tnt.i.Ql 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. 

tot.i.El The term "taxable value" means the percentage 

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

through 15-6-140. 

(2) The phrase "municipal corporation•• or 

••municipality" or "taxing unit" shall be deemed to include a 

county, city, incorporated town, township, school district, 

irrigation district, drainage district, or any person, 

persons, or organized body authorized by law to establish 
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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. 11 

NEW SECTION. Section 5. Income tax windfall reserve 

account. (1) There is an income tax windfall reserve account 

in the state special revenue fund. 

(2) For fiscal years 1988 and 1989, the first $12.5 

mil,lion received in each fiscal year from the collection of 

individual income taxes under Title 15, chapter 30, must be 

deposited in the income tax windfall reserve account in the 

state special revenue fund for the purpose of providing a 

reserve to offset the impact of potential overestimates of 

the income tax windfall revenues to the state. 

(3) The balance in the income tax windfall reserve 

account at the end of the 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 of 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: 

(a) fees from driver's licenses, motorcycle 

endorsements, and duplicate driver's licenses as provided in 
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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) Seventy-fiw~-p~rcent-ef-aii-money~--r~e~ived--£rom 

the---eoii~etion--of--±neome--tax~s--~nder--chapter--39--and 

eorporation-t±cen~e--and--ineome--tax~s--nnder--ehapt~r--3~, 

exee~~--a~--provided-in-±5-31-79~,-~natt-h~-depo~±ted-±n-en~ 

~en~rai-fttnd-~~b;eet-to-th~-prior-pt~dge--and--appropriat±on 

o£--~~eh--ineome-tax-an~-eorporat±on-tieense-tax-eotieetion~ 

for-the-paym~nt-of-tong-range-bttitding--pro~ram--bonds.--~h~ 

rematntnq--~5%--of--the--proeeed~-of-th~-eorporat±on-lieense 

tax 7 --exetttdin9--that--attoeated--eo--the---eotlnties---~nder 

t5-3t-Te~,--corporation--ineome-tax,-and-ineome-tax-~hatl-be 

d~posited-to-the-eredit-of-th~-~tat~--spee±at--revenue--£~nd 

£or-state-eqtlalizat±on-aid-to-the-pttel±e-sehools-o£-Montana• 

All moneys received from the collection of income taxes 

~~der chapter 30 of this title that is not deposited in the 

income tax windfall reserve account pursuant to [section 5] 

-10-
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shall be deposited as follows: 

(a] 61.7% to the credit of the state general fund; 

(b) 9.1\ to the credit of the debt service account for 

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

and 

(C) 29.2% 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 ~neys received from the collection 

corporation license and income taxes under chapter 31 

of 

of 

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

deposited as follows: 

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

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

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

and 

(c) 25t 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. 

t3tl!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. 

t4t111 Thirty-three and one-third percent of the total 
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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, 

"15-30-101. Definitions. For the 

chapter, unless otherwise required by 

following definitions apply: 

is amended to read: 

purpose of this 

the context, the 

(1) "Base year structure" means the foiiowinq-elem~ne!!t 

ot~ehe-ineome-tex-~tr~et~re~ 

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

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

June 30 of the taxable yeac7 

tbt--the--exempeien~--eontained---in---%5-39-%%~~---bttt 

HnadjHsted--by--sdbsections--t1t--and--t6t--or-l5-39-llrT-in 

e£fect-en-attne-3&-er-the-taxab%e-year~ 

tet--the--maxim~m--etendard---dedttetien---provided---in 

l5-39-lr~7-bgt-gnad;Hsted-by-sHbseetion-tit-ef-l5-39-lr~,-in 

effeet-on-attne-39-ef-the-taxabie-year. 

(2) "Consumer price index" means the consumer price 

index, United States city average, for all items, using the 

1967 base of 100 as published by the bureau of labor 

statistics of the U.S. department of labor. 

-12-
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(3) "Department" means the department of revenue. 

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

corporation 

shareholders 

out 

or 

of its earnings 

members, whether in 

or profits to its 

cash or in other 

property or in stock of the corporation, other than stock 

dividends as herein defined. "Stock dividends" means new 

stock issued, for surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

(5) "Fiduciary" means a guardian, trustee, 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 "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 o£-t954-or-a~-tbat-~~etion-moy--be 

%obe%ed--or--am~~ded,--exe~tld±nq--unemp~oyment--eompe~~a~ion 

~nel~ded-in-federat-~~oss-ineome--tl~der--the--previsions--o£ 

~eet±on--85-o£-the-interna%-Reven~e-eode-e£-%954-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 

June,-H89 1987. 
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(9) ••rnformation 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.eens--tfte--e:djtt::tted-gt""o::ts 

i~eome-or-~-taxpeyer-ie~s-the--dedttetions--eliowed--~y--thi~ 

ehepter is the federal taxable income of a taxpayer, 

including interest received from obligations of anot~er 

state or political subdivision thereof, less the adjustments 

specified in 15-30-111. 

{12) ''Nonresident'' refers to a person who has not 

established a residence in this state during the taxable 

year. 

t%rt.L!_11 "Paid 11
, for the purposes of the deductions and 

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

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

-14-
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accrued" shall be construed according to the method of 

accounting upon the basis of which the taxable income is 

computed und,er 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. 

t%3t..!..!.ll "Purposely" is as defined in 45-2-101. 

t%•ti..!..ll •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. 

tl:5tl!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. 

t!6t-•~axebie--ineeme•--means-the-ad;ttsted-gress-ineome 

ofi-a-ta~epayer-iess-_tl\11!-dedtteeiens--ertd--exemptions--previd:ed 

£or-in-this-ehaptero 

t%~t1l!l "Taxable year" means the taxpayer's taxa.ble 

year for federal income tax purposes. 
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tlBt.i..!.ll "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: 

11 15-30-103. Rate of tax. (1) There shall be levied, 

collected, and paid for each taxable year commencing on or 

after December 31, ±969 1986, upon the net taxable income of 

every taxpayer subject to this tax, ar~e~-~ma~ift~--aiiowanee 

fior-exemp~ions-aftd-ded~e~~on~-a~-hereinar~er-p~o¥ided except 

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

brackets of net taxable income~ as adjusted under subsection 

tit 11lL at the following rates: 

tat--on-the-£i~st-$ir999-or-taxab%e-income-o~-any--pa~t 

thereofr-%%7 

tbt--on--the--nll!xt-$ir989-o£-taxabie-ineome-or-ony-part 

thereo£-,--31; 

tet--en-the-next-$?-,999-o£-taxabie-ineeme-or--any--par~ 

the!'eo£-,-4%-:­

tdt--on--the--nex~-$%r999-o£-taxable-ineome-er-any-part 

t:het"'II!Of7-5%-r 

tet--en-the-next-$i7669-o£-tsxshie-ineome-er--any--part 

thereo£.,-6t; 

tft--eft--the--next-$%-,898-of-taxabie-irteome-or-any-pat"'t 

the~eofr-~i-; 

t9t--on-the-next-$•r999-oi-taxable-~neome-or--eny--part 
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~ftereo£7-etr 

tht--on--the--next-$6r999-of-taxabie-ineome-er-eny-part 

thereef7-9%~ 

ttt--on-the-nex~-$15,968-o!-eaxable-ineome-er-any--part 

~hereof7-%&'~ 

t;t--on--any-eaxable-ineome-in-exeess-ef-$357969-or-any 

part-thereof7-%%%T 

(a) $0 to $4,500 of net taxable income, 3% of net 

taxable income; 

(b) over $4,500 to $12,000 of net taxable income, $135 

plus 5\ of net taxable income over $4,500; 

(c) over $12,000 of net taxable income, $510 plus 7% 

of net taxable incowe over $12,000. 

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

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

upon the net taxable income of every taxpayer filing a 

return using the married filing separate status a tax on the 

following brackets of net taxable income, as adjusted under 

subsection (3), at the following rates: 

(a) $0 to $2,250 of net taxable income, 3% of net 

taxable income; 

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

$67.50 plus 5% of net taxable income over $2,250: 

(c) over $6,000 of net taxable income, $255 plus 7% of 

net taxable income over $6,000. 
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titlll By November 1 of each year, the department 

shall multiply the bracket amount contained in ~~beee~ien 

subsections (l) 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 ~ttb~ection subsections (1) and (2) 

of this section.'' 

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

"15-30-105. Tax on nonresident alternative tax 

based on gross sales. 

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 

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 
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shall be in lieu of the ~aM ~ imposed under 15-30-103 

and [section 10]. 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) 

Revenue 

tax: or 

is required by 

Code, to pay 

section 55 

a federal 

of the Internal 

alternative minimum 

(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. 

tJ) 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 
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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 Code, 

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 obligation_s 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, less 

the applicable exemption amount provided for in section 55 

of the Internal Revenue Code, 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 13] by the 
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gross income and multiplying this federal adjusted 

percentage by the 

taxable income. 

taxpayer's federal alternative minimum 

(b) 

minimum 

The taxpayer's 

taxable income 

prorated Montana alternative 

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; 

(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, a 

residents, 

tax rate 

nonresidents, 

of 5\ shall 

the Montana alternative minimum taxable 

and 

be 

part-year 

applied to 

income. The 

taxpayer shall pay the greater amount of the Montana 

alternative minimum 

in: 

tax or the 

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

tax 

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

provided 

(iii) [section 13), if a part-year resident. 
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his 

his 

Montana 

federal 

amended to 

11 15-30-111. Ad;~~ted--~ress Montana net taxable income 

for residents. (1) Adjus~ed-qross Montana net taxable income 

for r~sidents shall be the taxpayer's federal ~ncome--~ax 

ad;us~ed--q~oss taxable income as defined in see~ioft-6~-o£ 

the Internal Revenue Code ef-%954-or-as-~ha~-seetion-mey--be 

±abeied--or--amend~d and in addition shall include the 

following: 

{a) all interest received on obligations of another 

state or--territory--or--e~tln~y,-mtt"te~p~li~y,-d~~~r±e~7 or 

other 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~-and 

tet--~ho~--portion--or--e--~harehoideri~--income--u"der 

sttbehap~er--s.--o£-ehapt~r-1-o£-th~-inte~nel-ReY~~tte-eode-o£ 

!954-that-ha~-~een-~edueed-by-any-~ede~ai-tax~~-paid-by--~he 

sttbehapter-So-corporation-on-the-±~eome. 

(2) Notwithstanding the provisions of the federal 

Internal Revenue Code e£--1954--a~--!abeied--or--amended, 

adjtl~ted--gro~~, Montana net taxable income does not include 
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the followingL which are exempt from taxation under this 

chapter: 

(a) all interest income from obligations of the United 

States government,---the---~tete---of---Mo~tene,---eo~nty, 

mttnieipa±ity,--etstrtet,--or--ether--pelitieal---a~bdiviaion 

thereof; 

tbt--intere~t--ineome--earned--by--a-taxpeyer-age-65-or 

oider-±n-a-taxabie-year-~p--to--and--inel~atng--$899--for--a 

taxpayer--filing-a-separate-return-and-$it666-£or-eaeh-~_tnt 

returnr 

tet--aii-benefits-reeeived-under-the-Pederal-Bmployees~ 

Ret±rement-Aet-not-in-excess-of-$3,699; 

tdt--all-benefits,-not-±n-exeess-of-$369,--reee±Yed--as 

an--annuity,--pensionr--or--endowmene--under--any-pr±~ate-or 

eorpora~e-re~~rement-plan-or-system~ 

tet--all-benefits-pa±d-~nder-the--teaefters~--retirement 

law-which-are-speetfie~-as-exempt-from-taxat±en-by-±9-4-~66; 

tft--a±l--benef±ts--pa±d--nnder--The--Publie-Bmployees~ 

Ret±rement-System-Act-whieh-are--spee±E±ed--as--exempt--from 

taxation-by-±9-3-165; 

tgt--aii---bene£±ts---paid--~nder--the--highway--patrol 

~etirement-law-which-are-spee±fied-as-exempt--£rom--taxation 

by-19-6-~85; 

tht--aii-Mentana-income-tax-refunds-or-credits-ehereo£; 

tit--a1l--beftefits-paid-ttftder-l9-ll-69~,-19-ll-6947 -aftd 
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19-ll-695--ee--~etired--and--disabled--firefighters,---their 

sHrviYing-~pouses-anC-orphans; 

tjt--all--benefits--pa±d--uneer--the--municipal--pol±ce 

of£ieers~-retirement-system-that--are--specif±ed--as--exempt 

from-taxat±on-by-19-9-1995~ 

t~t--~a±n--req~ired--te--be-reeogn±~ed-by-a-liqu±dat±ng 

eerporat±on-under-l5-3l-il3tlttatti±t; 

tlt--ali--tips--covered--by--eeetioft--3492tkt--of---tfte 

%nte~nai--Revenue-eode-o£-i9S4,~as-smended-and-applicable-on 

~aft~ary-% 7-19837 -~eceived-by-persons-for--~e~viees--~ende~ed 

by--them--to--patrons--o£-prem±~e~-~ieen~ed-~o-prov±de-~ood, 

beve~age7-or-%~dgift~~ 

tmt--e±l---beftefit~---received---under---the---w~~ker~~ 

eompenAa~ion-laws~-and 

tftt--a±l--hea~th-±nettreftee-prem±ttms-paid-by-an-employer 

£or-an-em~±oyee-i£-a~tribttted--as--ineome--to--the--employee 

ttftder-federal-lawo 

t3t--rn-the-eaee-o£-a-shareho±~er-~£-a-eorporation-w±~h 

reepeet--te-whieh-the-eleetion-prov±ded-£er-under-eHbchapter 

So-of-the-Tnte~nal-Revenue-eode-o£-1954,-as-amended,--±s--±n 

e££eet--bnt--with-respeet-to-whieh-the-eleet±on-prov±ded-for 

ttnder-±5-3l-i9ir-as-amended,--is--not--in--e£feetr--ad]ttsted 

groes--ineome-doe~-not-±nclnde-any-part-o£-the-corporat±on~s 

undistr±bttted-taxab±e-ineome,-ftet--operatiftg--lose,--eapital 

gains--or--other--gaine,--profi~e,--or-iosses-required-to-be 

-24-



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 1852/01 

ine~~ded-±n-~he-shareholder~s-£ederai--ineeme--tax--ad;H~ted 

~ross-~ftcome-by-~eason-o£-~be-said-e~eetion-Hnder-subehap~er 

9T--HoweYer7--the--sharehe%der~s-adi~sted-qross-~neome-shall 

±ne%~8e-aetua%-distribHtions-£rom--the--eorporation--to--the 

extent--they--wottTd--be--treated-as-taxable-div±dends-if-the 

subehapter-ST-eieetion-were-not-in-e££eetT 

t4t--A-shareholder-o£-a-erse-that-is--exempt--£rom--the 

eorporation--±ieense-tax-under-l5-3l-l9itltt±t-sharl-inelttde 

in-his-ad;Hsted-~ross-ineome-the-earnings-and-profits-of-the 

B~S€-in-the-same-m~nner-as-provided-ey-£ederal-Taw--tsect±on 

9957--inte~ne~--Reveft~e--eodet-ro~-ai%-pe~±od~-for-wh±eh-~he 

BiS€-e~ee~ion-±~-e££ecti¥eo 

t5)--A-taxpeyer-who,-in--deee~minin~--£edera%--ad;~~eea 

~ro~~--±ftcome,--hes--red~eed--hi~--btt~±ne~~-ded~ee±ons-ey-a" 

amo~ne-£or-wa9e~-aftd-sa~ar±e~-£er-whieh-a-£edera%-tax-eredit 

was-e%eeted-~nder-seetion-44B-of-the-tnterna~--Reventte--eode 

of--1954--er--as--that--~eetion-may-be-rabeied-or-ame~ded-i~ 

allewed-eo-ded~et-the-amotlnt-o£-9~eh-wage~-and-~aiar±e~-paid 

re9ard%es~-o£-the-eredit-ta~eno-The-dedttetton-mttst--be--made 

±n--the-year-the-wa~es-and-saiar±es-were-ttsed-to-eompttte-the 

eredieo-ln-the-ease--o£--a--partner5h±p--or--smal%--btts±ness 

eorporae±on,--the--dedttet±on--mtt~t--be-made-to-determine-the 

amonnt-o£--±neome--or--ioss--e£--the--partner~hip--or--smaii 

~ttsines~-corporat±ono 

t6t--Marr±ed--t~xpeyer~--£iiing--a-;oint-£edera~-return 
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whe-m~s~-tnc!~de-part-o£-their-soeiei-~eeHri~y--b~ne!ies--or 

part-oE-their-tter-~-railroad-retirement-beneEi~s-in-federa~ 

ad;Msted--gross--income--may--split-the-£edera%-bese-Hsed-in 

eaicttlat±on-or-federai-taxable-sociai-see~ri~y--benefits--or 

federel--taxabie--tier--1--railroad-retirement-bene~its-when 

they-£ile-separate-Montana-ineome-tax-~etttrns.--~he--federal 

ha~e-mttst-be-split-eqttaiiy-on-the-Montana-retttrno 

t~t--A---taxpayer---reee±ving---retirement---disabiiity 

beneEits-who-has-not-atteined-a9e--65--by--the--end--oE--the 

taxa~le--year-and-who-has-retired-a~-permanent+y-and-totally 

disabied-may-exeittde-£rom-adju~ted-gro~~-income-Hp--te--$%99 

per--wee~-reee±ved-as-wa9es-er-payments-in-iiett-o~-wages-£or 

a-period-dttring-wh±eh-the-emp±oyee-±s-a~se"t-trom--work--dtte 

to-the-di~ah±lityo--££-the-adjttsted-qro~s-ineeme-before-this 

exeius±on--and--before-appl±eation-of-the-two-earn~r-married 

eonpie-ded~e~±on-exeeed~-$l5r998T--the--exees~--rednee~--~he 

exelueion--by--en--eqnal-emonn~.-~nis-i±mitation-affeets-the 

amount-o£-exelns±on,-bnt-not-the-texpayer~~-eii~±bii~ty--for 

th~-exeiu~iono--f£-ei±gible,-marr±ed-±~ftividuals-~hall-appiy 

the--exeitt~io~--separetely,--b~t--the--limitation-for-ineome 

exeeedin9-$l5r999-i~-determined-with-respeet-to-the--epouses 

o~--their-eombined-ad;tlsted-gro~~-ineomeo-Por-the-purpo~e-of 

thi~-sn~seet±on,--permanently--and--totaiiy--di~abied--mean~ 

nnable--te--engage--in--any--~ub~tant±al-gainf~i-aetivity-by 

rea~on--of--any--mediea~Ty--determined--phy~ieal--or--mentai 
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impairment--lasting--er-~xpeete0-to-Test-at-Teast-%i-month~. 

(b) all railroad retirement benefits; 

(c) 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 

retirement plan; 

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

federally recognized Indian tribe while living and wo.F_!._±!!.s. 

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 a~ditional federal tax due in 1987 for 

the 1986 tax yea! may deduct the federal tax paid in 1987 

from his Montana net income." 

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

read: 

"15-30-131. Neftresideftt----aftd----temporary---reside~~ 

taxpayer~----adj~sted-gross-±neome----dedttetiens Montana net 

taxable income for nonresidents. (1) £n--tfte--ea~e--o£--a 

~axp8yer--ether--tha~--a-res~den~-of-this-s~ate, Montana net 

taxable income for nonresidents is decived 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 
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this stateL but shaii does not include income from 

annuities, interest on bank deposits, interest on bonds, 

notes, or other interest-bearing obligations, or dividends 

on stock of corporations except to the extent to which the 

same shall-be are a part of income from any business, trade, 

profession, or occupation carried on in this state. 

Interest income from installment sales of real or tangible 

commercial or business property located in Montana must be 

included in adjusted gross income. A~j~~~e~-gress-±neeme 

£rem--eottreee--wt~h~n--a~a--wi~ho~~--~h~s--e~a~e--~he~~---be 

alieea~ed--and--apport±oned~-nnder--r~±es--prescribed-by~the 

depertmento 

t2t--T~-~he-ea8e-e£-e-taxpeyer-o~he~-then-a-reaident-of 

this-state-who-is-a-resident-o£-a-state-~ha~-imposes--a--~ax 

on-the-±neome-o£-natttra%-pe~sons-residing-with±n-that-stater 

the---de~~e~~o~s---a~iewe~---i~--eomp~t±ng--~e~--ineome--are 

restrieted-to-thoee-direetly-eo~nee~ed-with--the--prod~etion 

o£-Montana-ineomeo 

t3t--fn-the-ease-o£-a-taxpayer-other-than-a-resident-of 

thts-s~aee-who-is-a-resident~ef-a-state-that-does-~ot-impose 

a--tax-on-the-i~come-o£-na~ttra~-persons-residi~g-wi~hin-that 

stateT-the-ded~etione-aiiowed-in-eomp~ting--net--ineome--are 

restrieted--to-the-greater-o£-~hose-~ireee%y-reiat±~g-to-~he 

prod~etion-of-Montana-ineome-or-a-prorated-amo~nt--o£--these 

a±iowed---uftder---%5-39-l~~.---Por---~he--pnrposes--o£--th±s 
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SdbseetionT-ded~etions-a~;owed-under-15-38-%~%-epp~y-only-to 

earned-ineome-and-m~st-be-prora~ed-aeeordin~--to--ehe--ratio 

that--the--taxpayer~a--Montana--earfted--ineome--bear~-to-~i~ 

redera%-earned-ineomeo 

t4t--A--temperary--resident--~hall--be--allowed---thoee 

deduetions-and-the-eredit-~nder-~S-3~-199-allowed-a-resident 

to--the--extent-that-sueh-deduetions-or-eredit-were-aetttaily 

ineurred-or-expended-in-the--etate--o£--Montana--durin~--the 

eourse-o£-hie-resideneyo 

t57--Por--the-purpoeee-of-this-eeetionr-nearned-±neomen 

ehall-be-de£ined-ae-the-same-term-ie-de£±ned-in--seetion--43 

o£--efte--lnter~el--Re~efttte--eoder--er--es--ehet--~eetio~-may 

sttbseqttently-be-ameftded. 

t6t--Notwith~te~dift9-tfte-prov±s±ons-o£-s~b~eetiofts--t~t 

Sftd--t3tr--efty-eontri~~tion-mede-a£ter-Beeemb~r-3ir-~98~,-to 

the-stete-o£-Montana--or--a--po±it±eal--sttbdiv±~ion--thereof 

she~%--be--an--aTTowabie--dedttetion-in-eompttting-net-ineomeo 

~ke-ded~et±on-±s-sttb;eet-to-tke--lim±tatioft~--set--forth--in 

sect±on-lTO-o£-the-tnterna±-Reven~e-eode-o£-1954,-as-±ebeled 

er-am.endedo 

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

nonresident may deduct from his Montana adjusted gross 

income only th~ following items: 

ill_______.a prorated part of the federal ex~mption provid~~ 

for in section 151 of the Internal Revenue Code; 
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(ii) a prorated part of the taxpayer's federally 

allowed home mortgage interest; 

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

allowed medical expenses; 

(iv) all sums donated to: 

(A) an organization qualified under section 501(0){3) 

of the Internal Revenue Code to receive tax-exempt 

contributions, which conducts its principal activity in this 

state; or 

(B) the state of Montana or a political subdivision or 

agency thereof; 

~ all railroad retirement benefits; 

(vi) all interest received from United States 

oblig~tionsi 

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

federally recognized Indian tribe while living and working 

on a federal~y established Indian reservation; 

(viii} interest and taxes on Montana_ property used for 

the production of Montana income. 

(c) The prorated part referred to in subsections 

(l)(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 (l)(b)(ii!J_._ 

~The department may adopt rules for allocating and 
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apportioning adjusted gross income from sources within and 

without this state. 

t1tlll_ For purposes of this section, "installment 

sales• means sales in which the buyer agrees to pay the 

seller in ~ne or more deferred installments. 

t3) 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. Cl) 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 

period of residency and all interest income from installment 

sales of real or tangible commercial or business property 

located in Montana, less the following: 
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(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; 

(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 144 Section 15-30-132, MCA, is amended to 

read: 

''15-30-132. Change f~om--nenres±dent--~o--resident~or 

•iee-ver~a of residency status. 1£-a--~ax~ayer--ehanges--hi~ 

s~at~s--from-that-o£-reeideftt-te-that-o£-noftresideftt-or-from 

that-o£-nonresideftt-to-that-of-reeident-d~riftg--the--taxabie 

year 7--he--shai~--fi~e-a-ret~rn-eoverin~-the-fraet±on-o£-the 

year-d~ring-which-he-was-a-resident.-~he-exemptions-pro~ided 

~n-tS-39-T~i-shaTt-be-prorated--on--the--~atio--the--Montana 
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ad;~seeft--g~ess--ifteome--b~sre--to--!ederai--ad;~~eed--gross 

i~eome. A Montana citizen moving out of the state, 

abandoning his residence in the state, and establishing a 

residence elsewhere must file a return eft--ehe--f~aeeional 

essie. If he obtains employment outside the state without 

abandoning his Montana residence, then income from such 

employment is taxable in Montana." 

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

read: 

"15-30-135. Tax on beneficiaries or 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 ~hall-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 
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to be distributed to the 

whether or not at regular 

collected by a guardian of a 

minor, to be held or distributed as the court may direct. 

(2) The fiduciary shall be responsible for making the 

return of income for the estate or trust for which he acts, 

whether the fiduciary or the beneficiaries are taxable with 

reference to the income of such estate or trust. In cases 

under subsections (a) and {d) of subsection (1), the 

fiduciary shall include in the return a statement of each 

beneficiary's distributive share of net income, whether or 

not distributed before the close of the taxable year for 

which the return is made. 

{3} In cases under subsections (a), (b), and (c) of 

subsection (1), the tax shall be imposed upon 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 
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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 

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." 
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section 16. Section 15-30-136, MCA, is amended to 

read: 

"15-30-136 .. Computation of income of estates or trusts 

---exempeien. t%t--Excepe--a~--oeherwt~e--prov~~e~--±n--th±s 

ehepter,--ugro~e--ifteomeB--or--eseete~--or--trttses-meeft~-aii 

tneome-from-whatever-sottree-derived--ift--~he--taxabi~--ye8r1 

ineittdi~g-hut-no~-i±m±ted-to-the-£ol%owing-ieem~~ 

ta-t--d.ividll!!nds; 

tht--±nterest--received--or-aeertteft,-±nei~ding-interest 

received-on-eb%~gattons-o£-another-state-or-terrieory--or--a 

eottnty,---mttnicipality,---~i~tr±et,---or---other---polttieal 

~ttb~i~±~ien-~hereof7--bttt--e~elttding--~neere,t--income--£rom 

obligatiol'l!"'l-o£~ 

t±t--the--Sn±ted--State~--government--or--the--~tate-o£ 

Montana; 

tiit-e-~ehoo%-distriet;-or 

t±±±t-a--co~nty,--mHnie±pai±ty,--d±strietr---or---other 

politieal-~ttbdivisioft-o£-the-state7 

tet--±neome-£rom-partnerships-end-other-£idtteiaries; 

tdt--gross-rent~-aftd-royalties; 

tet--gain--£rom-sale-or-e~ehenge-o£-property,-±nelHding 

those-gain~-that-ere-exeluded-Erom-gros~-ineome-for--federei 

£idtteiary--±ncome--tax--p~~po~es--by--seetion--64%tet-o£-the 

lnterna~-Reventte-€ode-o£-l9547-a~-amended.; 

trt--qross-pro~it-~rom-trade-or-bttsiness;-and 
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t~t--ref~nd~-reeovered-on-federal-ineeme--~ax,--~e--~he 

eMtent--the-ded~etion-ef-s~eh-tox-re~~±ted-in-e-re~Hetion-e! 

Mentana-ineome-tax-liability• 

tit--~n-eempttt±ng-net--ineeme,--there--are--aliowed--as 

ded~eeiens~ 

tat--~nterest---ex~enses--deduet±b~e--£or--£edera~--tax 

p~rposes-aeeerdir.9-to-seetion-%63-ef--the--fnte~nai--Revenue 

eede-ef-1954,-as-amended; 

tbt--taxes--pai8--or--acerued--Within-the-taxable-year7 

±nel~din~--but--not--l±m±ted--to--£ederal--ineome--tax7 --but 

exeiud±ng-Montana-ineome-taxT 

tet--t~at---£idueiary~s---portion--of--depreciation--or 

depletion-whieh--i~-deduetib%e--£or--federel--tex--pttrposes 

eeeordin9--te--seet±ene--%6~,--6~Y,--end-64i-o£-the-ineerneY 

Reventte-eode-of-i954,-as-emended7 

tdt--eheritabYe-eentribtttiene-that-are--dedttct±bYe--for 

£edere~--tax--p~rposes--aeeording--to--eeetion-64rtet-of-the 

fneerna%-Reventte-eode-of-~9547-ee-amended~ 

tet--adminis~rative-expenees-e%aimed-for-federal-income 

eax-pttrposesr-aecording-to-seetfone-il%-and--64~tqt--of--the 

!n~ernaY--Reventte-eode-of-%9547-ae-emended7 -i£-stteh-expeneee 

were-not-e~a~med-ae-a--ded~etion--±n--the--determination--o£ 

Montana-inheritance-tax~ 

tft--Yoeeee--from--fire,--eto~m,--ehipwreek7 --or--other 

eaettaYty-or-from-theftr-to-the-exeent-not-eompen~ated-for-by 
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insttranee-or-otherwiseT-that-are-dedHetibie-fo~-federa±--tax 

pttrpoeee--aeeording--to--eeeeion-165-of-the-fnte~na~-Revenue 

eode-o£-%954,-as-amendedi 

t~t--ne~-epe~a~in~-±oss-deduet±ons-a±lowed-£er--£ederai 

ineeme-tax-~nder-eeetton-64itdt-o~-the-fn~e~na~-RevenHe-eode 

o£--l95•T--as--amendedT--exeept-estatee-may-no~-elatm-lo~~ee 

that-are-ded~e~ibYe-on-the-deeedent~e-f±nal-re~urn; 

tht--all--bene£its--rece±ved--ae---£edera%---employees~ 

ret±remene-not-in-exeess-of-$3,699; 

tit--e1l--benefite--peid--ttnder--the--Montana-teaehe~si 

retirement-system-thet-are-epeei£ied-ae-exempe-from-taxation 

by-%9-4-766; 

tjt--all--bene£its--pai0--ttnde~--the---Montana---Pttb±ie 

BmpYoyeeeL--Retirement--System--Aet--that--are--speeified-ae 

exempt-from-taxat±on-by-19-3-195; 

tk~--arr--benefits--paid--~nde~--the--Montana---highway 

patrolmenLs--retirement--sy~tem-that-are-speei£ied-ae-eKempt 

from-taxa~ion-by-19-6-765~ 

tl~--Montana-ineome-tax-refHnde-or-credite-thereof; 

tmt--att-befte£~t~-paid-under-t9-tt-6e~,-t9-tt-6e4,--aftd 

l9-~~-69S-to-retired-end-disabled-£iremen-or-their-sur~iving 

epoHees-or-ehildren; 

tnt--all--benefits--paid--Hnder--the--mttnieipal--poiiee 

offieersL-retirement-~ystem-that--are--speeified--B~--exempt 

£rom-taxation-by-i9-9-i995; 
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tot--all--bener±es-nee-in-exeess-of-$369-reeeived-as-an 

ann~~ey,-pens~enr-er-endowment-~nder--private--er--eerperate 

retirement-plans-or-systems. 

t3t--fn-the-ease-of-a-sharehoider-ef-a-eorporation-with 

respeet--to-whieh-the-eleetion-provided-Eor-ttnder-sdbeha~ter 

S•-o£-the-fnternal-Reventte-eo~e-of-19547-as-amended,--is--in 

effeet--bttt--with-respeet-to-whieh-the-eleet±en-provided-£or 

ttnder-%5-3i-i9i-is--not--in--e££eetT--net--ineome--does--net 

inei~de--any-part-o£-the-eorporation~s-ttndistrib~ted-tac lble 

~neomeT-net-o~erating-loss,-eapital-gains--or--other--ga±ns7 

profits 7---or---losses---req~ired--eo--be--incltlded--i~--ehe 

sharehoider~s-federai-~ncome-eax-nee-i~eome-by-reason-of-ehe 

eieet±on-~nder-sabehapter-5.-However,-~he-~ha~eho~der~s--net 

ineome---ehall---±nelade---aeecal---d±strib~t±on---rrom--ene 

eorporation-to-the-extent-it-woaid--be--treated--as--taxable 

dividends--±r-tne-s~behapter-s.-e%eetion-were-not-in-er£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. 

t4t~ ~he--roiiowing-additiona%-ded~etions-sh~%%-be ~ 

deduction is allowed in deriving taxable income of estates 

and trusts~ 
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tat--any for the amount of income £or in the taxable 

year currently required to be distributed to beneficiaries 

for such year;~ 

tht--any--other--amoants--properly--paid-er-er@dit@d-er 

req~ir@d-te-be-dietrihtte@d-for-eh~-~axah;e-y~ar~ 

tet--the-amount--ef--69%--of--the--exeeee--o£--~h~--"@~ 

;o~g-~erm--ea~i~al-1a±n-over-the-net-shor~-term-eapitai-loee 

£or-the-taxahie-yea~. 

t5t--~he-exemption-alloved-for-ee~a~ee--and--tr~s~e--i9 

that----exem~tion----provided----±n----15-39-liZtittat---and 

l5-39-il2f8tv" 

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

read: 

11 15-30-141. Tax as pe~sonal debt. Every tax imposed by 

this chapter and all increases, interest, and penalties 

thereon ehall-be are 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 fili~ 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 6013(e) of the Internal Revenue Code, 

that a spouse is relieved of liability." 

Section 18. Section 15-30-142, MCA, is amended to 

read: 

11 15-30-142. Retttr~s Filing of returns and payment of 
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tax ---pena%~y-and-interest----~e!~nda----ered*ts. (1} Every 

single individual and-every-marr±ed-individ~a±-net-£iiin~--a 

1eint--ret~rn--with--h±s--o~--her--spe~~e-and-h~v±n~-a-~ross 

~neeme-£or-the-taxab±e-year-o£-more-than-$%T99Q7-as-ad;~sted 

nnder--the--prev±siens--o£--subseetien--tTtT---and---married 

individua±s---not--£±i±ng--separate--ret~rne--and--havin4--a 

eomb±ned-gross-ineeme-£or-the--taKabie--year--e£--more--than 

$i7999T--as--ad;usted-~nder-the-pro•isiens-o£-s~bseetien-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 $5,000 

from obligations of another state or a political subdivision 

thereof,-~hs~~-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~s--~fteome--amo~ftt~--~e£erred--~o--±rt--~he 

p~eeeding--sert~~nee--~hai%-ee-increased-by-$899,-as-ad;tt~~ed 

~nder-the-p~ovisions--of--%5-39-%%it~t--and--t8t7--for--eaeh 

sddi~ienal--personai--exemptiort--aiiowanee--~he--eaxpayer-±e 

entitied--to--eia±m--ior--himseif--and--his---spottse---Hnder 

t5-39-ii~t3t--aftd--t4t•--A--ftOft~esideftt-shaii-be-~eqttired-to 

£iie-a-retttrn-i£-his--g~oss--ineoMe--£or--the--~axabie--year 

der±ved--from--sottrees--wi~hin-Montana-exeeeds-the-amottnt-o£ 

the-exemption-deduet±on-he-is-ent±~~ed-to-eia±m-for--himsel£ 

and--his--spottse--Hnder-the-provisions-o£-t5-39-ll%tZt7-t3t7 

aftd-t4t,-as-p~orated-aeeo~diftg-to-t5-39-it~t6t• 
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tit--tn-aceordftnee-with-inetrtlctiofts-eet-Eorth--by--the 

dep8rtment7--every--taxpayer--who-i~-Married-and-livin9-with 

htt~band-or-wi£e-and-is-reqaired-to-£iie-a-retttrn-mayT-a~-his 

er-her-op~ionr-fiie-a-;oint-~etttrn-w~th-htt~band-er-wi£e-ewen 

thOtt9h-one-o£-the--epo~see--hse--ne±~her--qroes--ineome--nor 

dednetionsT--f£--a--je~nt--retttrn--is-made7-the-tax-shatt-be 

eempttted-on-the-aq9re9ate-taxable-ineome-and--the--liabi%i~y 

with--respect--to--the--tax-ehal±-be-;o±nt-and-severat.-1£-a 

;o±nt-retttrn-hae-been-r±led-for-~-taxabie-year,-the--e~oHses 

may--net-£ite-eeparate-retttrns-a£ter-the-time-£or-£ilinq-the 

reta~n-o£--either--has--exp±red--~n±ess--~he--department--so 

eonsentso 

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

under subsection (1) shall use the same f~ling status to 

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

federal return. 

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

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

or by a guardian or other person charged with the care of 

the person or property of such taxpayer. 

(4) All taxpayers, including but not limited to those 

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 
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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 l5-30-2417-prov±dedr-however7 if the tax so 

computed is greater by $1 than the amount withheld and/or 

paid by estimated return as provided in this chapter. If the 

amount of tax withheld and/or payment of estimated tax 

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

computed, the taxpayer shali-b~ is entitled to a refund of 

the excess. 

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

the department shall examine and verify the tax. 

(6) If the amount of tax as verified is greater than 

the amount theretofore paid. the excess shall be paid by the 

taxpayer to the department within 60 days after notice of 

the amount of the tax as computed, with interest added at 

the rate of 9%--per-ann~m 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--November--1-oE-eaeh-yea~T-the-department-shatt 

mttitipiy-the-minimum-amottnt-of--g~oss--*neome--neeessitating 

~he--fiiing--o£--a--retttrn--by--the-inf±atien-faetor-for-the 

ta~able-year~-~hese-adjttsted-amo~nts-are-e£feetive-fo~--that 

taxabie--year,--and--persons--having-gress-ifteomes-iess-than 
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these-adj~sted-amounts-are-not-req~ired-eo-file-a-returno 

t8t--individ~ai-~fteome-tax--forms--dist~~b~ted--by--the 

department--for--eaeh-taxable-year-mttst-eontain-instrttet~ons 

and-tabies-based-on-the-adjttsted--base--year--struetttre--fe~ 

that-taxe:bie-year~" 

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

read: 

"15-30-144. Time for filing -- extensions of time. (1} 

Returns shall be made to the department on or before the 

15th day of the 4th month following the close of the 

taxpayer's fiscal year, or if the return is made on the 

basis of the calendar year, then the return shall be made on 

or 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. Bvery-eaxpayer-iiabie-for-a-tax 

~neer-th±~-iaw-shari-pay-e:-m~n±m~m-tex-of-$i• 

t%t--An-atttomatic-6-month-extens~o"-of-time-for--fiiin9 

a-return-i~-aiiowed7-provieed-that-on-or-before-the-e~e-date 
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o£--~he--~e~Hrn7--an--appiieatiort-ie-made-on-£erme-avaiiable 

£rem-the-department-or-±n-writing-to-the-de~artment• 

{2) The person making the return may obtain an 

automatic 4-month extension of time for filing a return, 

subject to the following: 

(a) An application for extension must be filed before 

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

the department. 

{b) If the applicant is not required to make a federal 

income tax return, he must indicate that fact on the 

application for .extension filed with the department. 

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

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

income tax due. The applicant must calculate and remit with 

the application the tax due, less withheld tax payments, 

estimated tax payments, and tax credits for which the 

applicant may be eligible. 

(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}. ~he 

department need not notify an applicant of its determination 

unless it denies the application. 
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14) A person granted an automatic extension under 

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

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

upon further application the person shows good cause to 

receive another extension. The filing of an appeal from a 

denial of the application for another extension does not 

stay the time for filing the return." 

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

read: 

"15-30-146. Tolling of statute of limitations. The 

running of the statute of limitations provided for under 

15-30-145 shall be suspended during any 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 l 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 properly includable therein 

which is in excess of 25% of the amount of adja~ted-gre~~ 

net taxable income stated in the return, the statute of 

-46-



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 1852/01 

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-~here-is 

a±iewed-as-a-eredit-againse-the-tax-±mpo~ed-by--15-39-%93--a 

percentage--oE--the--credit--allowed-w±th-respect-to-eertain 

depreeiable--property--ttftder--seetion--38--o£--the--%ftternal 

Reven~e--eede--e£--l954r-as-amendedr-or-ae-seetion-38-m~y-be 

renttmbered-or-amended.-However,-rehabilitatien-eoste-as--set 

£orth-ttnder-seetion-46tattittPt-oE-the-fnternal-Reventte-eode 

o£--l954 1 --or--as--sect±on--46tatt~ttPt-may-be-renttmbered-o~ 

amended,-a~e-~ot-to~be-inei~ded-in-th~--eomptl~~~ion--oE--the 

~n•e~tment--e~ed±t.--~he--e~ed±t-±~-a~~owed-for-the-purehe~e 

and-insta~lation-or-eerta~n-qttal±E±ed--~rop~rty--defined--by 

eeetion-38-o£-the-lnternai-Reventle-eode-o£-i9547-a~-amended7 

±£--the--property-meete-ai~-or-the-£oiiow±ng-q~alif±eations~ 

tat--it-wae-~lae~d-in-eerv±ee-±n-Montana;-and 

tbt--it-wae-~s~d-£or-th~-~rodtletion-of-Montana-adj~eted 

gross-ineomeo 

t~t--~he-amo~nt-of-the-eredit-a%iowed-for--the--taxabie 

year--is-5•-or-the-amo~nt-e£-eredit-determ±ned-tlnder-seetion 

46tatt~t-of-the-fnterna%-Revenue-eode-o£-i954r--ae--amended7 

or-ae-seetion-46tattit-may-8e-ren~mbered-or-amendedo 

t3t--Notwithetanding--the-provisione-o£-etlbseetion-t~tr 
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the-investment-eredit-aiiowed-£or-the-ta~able-year--may--not 

exeeed--the-taxpayer~s-tax-iiabiiity-for-the-taxab%e-year-or 

$599 7 -wftiehever-is-lesso 

t4t--rr-preper~y-£or--whieh--an--inveetment--eredit--is 

elaimed--is--~sed-both-ins±de-and-otlts±de-this-stateT-Oft~y-a 

portion-o£--~he--eredi~--±s--aliowedo--~he--eredi~--m~st--ee 

apport±oned--aeeerd±n9--to-a-£raetion-the-n~merator-of-whieh 

is-the-number-of-days-d~ring-the-taxabie-year--~he--proper~y 

wae--%oeated--in-Montana-and-the-denominator-o£-whieh-±e-the 

n~meer-o£-days-d~ring-the-taxabie-year--the--taxpayer--owned 

the--propertyo--Cfhe-in'lfestmertt-ered±t·-may-be-eppi±ed-oniy-~e 

the-tax-i±ab±%±ty-o£-the-taxpayer-who-p~rehaees--and--piaees 

±n--serv±ee--the--property-for-whieh-an-investment-eredit-is 

ela±med.-The-eredit-may-not--be--alioeated--be~weert--spouses 

uniess--the--property--±s--used--by--a--partnersh±p-or-smali 

b~e±ness--eo~poration--o£--whieh--they---are---partners---or 

sh.areholderso 

t5t The investment credit a~iowed--by--th±s-seetion 

taken by a taxpayer pursuant to this chapter is subject to 

recapture as provided for in section 47 of the Internal 

Revenue Code oE-i954T-as-amended,-or-as-seet±on--4~--may--be 

rerntmbered-er-amel'\ded." 

Section 22. Section 15-30-303, MCA, is amended to 

read: 

nlS-30-303. Confidentiality of tax records. (1) Except 
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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 

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: 
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(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 (l) 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 
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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 furnish~~ 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~ 

tat--~o--~he--departme~t--eE--;~~t~ee--a~~--informe~ion 

neeessary--to--ident~fy--ehe~e--per~e~e--q~ai~£ying--fer-the 

additionai-exemption-Eer-b~~n~ness-p~rsHan~-to-~5-39-ll~t4tr 

for-~he-pHrpo!e-o£-enabling-the--department--o£--;~stiee--to 

administer-the-provisions-of-6l-S-i85T-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 
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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-eleet that has made a 

valid election under Subchapter S of Chapter 1 of the 

Internal Revenue Code is not ~e-ee subject to the taxes 

imposed by this chapter. 

t~t--£E-a-smali-b~siness-corporation-makes-an--elee~ien 

ttfte~r-s~bsee~ion-tlt7-~fteft~ 

tat--w~th---respee~---to---~he--~axabie--years--of--the 

eorporation-for-whieh--sneh--eleetion--is--in--effeeeT--stten 

eorperation--is--net--s~b;eet--te--the-~axes-imposed-by-this 

ehapter-and,-with-respee~-to--stteh--~axable--yeare--and--a%1 

sueeeeding--taxabie-years,-the-provisions-o£-this-part-appiy 

to-sueh-eorporat~On7-and 

tbt--with-reepeet-to-~he-taxabie-years-of-a-shoreho±der 

of-such-eorporatioft-in-wh~eh-or-with-whieh-the-taxable-yeare 

of-the-eorporation-£or-whieh-s~ch-eieetion-is-in-e£feet-end 7 

the-proyisione-of-thie-part-appiy-to-such--shareholderr--and 

with--respeet--to--sHeh--taxable--yeare--a"d--aii-e~eeeedin~ 

taxabie-yearsT-the-pro¥isione-oE-this--part--apply--to--such 

shareholder. 

t3t--An--eleetion--under-subseetion-tlt-mtt~~-be-made-in 

aeeordanee--with--rules--preser±bed--by--the--departmen~--of 
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reveft~eT 

(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 the 15th day of the third month 

of its first taxable year a copy of the internal revenue 

service notification or other proof that a valid federal 

election has been made. If such proof is not filed by the 

time the department receives the corporation's first tax 

return, the department shall notify the corporation that 

such 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. 

(3) A small business corporation that has made a valid 

election under Subchapter S of Chapter 1 of the Internal 

Revenue Code may elect to be subject to the taxes imposed 

by this chapter by filing an election on a form provided by 

the department. The form must have printed on it 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, 1967, but before March 1, 

1988, the election must be filed by May 15, 1988. 

Thereafter, the election must be filed_~~lSth day of 

the third month of the taxable year for which the election 
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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. 

(~) This e%eeeien section is not effective unless the 

corporate net income or loss of s~ch---electinq the 

nonelecting small business corporation is included in the 

stockholders' ad;~~ted-qro~~ income as-de£ifted-in-%S-39-XXi. 

{5) Every eieet~ftg nonelecting small business 

corporation is required to pay ehe ~ minimum fee of $10 

required by 15-31-204." 

Section 24. Section 15-31-204, MCA, is amended to 

read: 

11 15-31-204. Minimum fee of qualifying corporations 

unaffected. Notwithstanding the provisions of 15-31-121 

corporations eieet±~g--a"d qualifying under 15-31-202 shall 

pay a minimum fee of $10. •• 

Section 25. Section 15-31-209, MCA, is amended to 

read: 

''15-31-209. Termination 

election under the provisions 

and revocation. If the 

of Subchapter S is either 

terminated or revoked for federal purposes, the corporation 

must notify the department within 30 days of such 

termination or revocation. ~he-department-may-te~minate-aft 

e~ect~oft-at-afty-time-±£-it-d~scove~~--the--co~poratioft--doe~ 
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ne~--q~alify-as-a-smail-b~8tn~~s-eorpereeion-as-provided-for 

~nder-the-provisione-o~-S~hehapter-9-oE-the-Tnter~a~-Reven~e 

eoGe-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, corporal .L-on, 

partnership, or small business corporation as defined in 

%5-3%-i9i 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 of-1954,-as-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 

produced by one of the following: 

(a) manufacturing plants located in Montana that 

produce wind energy generating equipment; 

(b} a new business facility or the expanded portion of 

an existing business facility for which the wind energy 

generating equipment supplies, on a direct contract sales 
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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 

casts include only those expenditures that qualify under 

section 38 of the Internal Revenue Code e£-%95•7-ae-ame"ded7 

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 with 

existing transmission facilities; and 

(d) transmission lines necessary to connect directly 

to the purchaser of the electricity when no other 

transmission facilities are available. 

(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." 

Section 27. Section 17-5-408, MCA, is amended to read: 

"17-5-408.. (Effective unless contingency occurs--see 

compiler's comments) Percentage of income, corporation 

license, and cigarette tax pledged. (1) ~ The state 

pledges and appropriates and directs to be credited as 

received to the debt service account ll' 10% of all money, 
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received from the 

tax and ll% of all 

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

collection of the corporation license and income tax 

referred-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 

requirements stated in 17-5-405(4),-provifted-tha~~ 

~ ne No more than %it the percentages described in 

subsection (l)(a) of such tax collections ~hal%-be-deemed-~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 p\ior 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, 

imposed, and assessed by 16-11-202. Nothing herein shall 

impair or otherwise affect the provisions and cove11ants 
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contained in the resolutions authorizing the presently 

outstanding long-range building program bonds. Subject to 

the provisions of the preceding sentence, the pledge and 

appropriation herein made shall be and remain at all times a 

first and prior charge upon all money received from the 

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

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

17-5-408. (Effective on occurrence of contingency--see 

compiler's comments) Percentage of income, corporation 

license, and cigarette tax pledged. {1) ~ The state 

pledges and appropriates and directs to be credited as 

received to the debt service account Z%% 10% of all money, 

exeep~--a~--provided--±n--±5-3i-79%r 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 

re£erred-~o 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} 7 -prov~ded-thae~ 

~ ftO No more than Yl% the percentages described in 

subsection .~ of such tax collections shalt-ee-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 
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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: 

"19-3-105. Exemption from taxes and legal process. The 

right of a person to a reti~ement allowance or any other 

benefit under this chapter and the moneys in the fund 

created under this chapter is not: 

(1) subject to execution, garnishment, attachment, or 

any other process; 
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(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; or 

(3} assignable except as in this chapter specifically 

provided." 

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

"19-4-706. Exemption from ~e:xat~on 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: 

(1) exempted from any state, county, or municipal tax 

of the state of Montana to the extent provide~-·~" 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; 

{2) not subject to execution, garnishment, attachment 

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

other process; and 

{3) 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 
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money received or to be paid as a member 1 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 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 19-6-403 of a member's contributions picked up by an 

employer after June 30, 1985, as provided in 19-6-402; 

(2) exempt from levy, sale, garnishment, attachment, 

or any other process; and 

(3) unassignable except as specifically 

19-6-706." 

provided in 

Section 32. Section 19-7-705, MCA, is amended to read: 

"19-7-705. Exemption from taxes and legal process. Any 

money received or to be paid as a.mernber's annuity, state 

annuity, or return of deductions or the right of any of 

these is: 
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(1) exempt from any state, county, or municipal tax to 

the extent provided in 15-30-111, except for a refund paid 

under 19-7-304(1) of a member's contributions picked up by 

an employer after June 30, 1985, as provided in 19-7-403; 

(2) exempt from levy, sale, garnishment, attachment, 

or any other process: and 

(3) unassignable except as specifically provided in 

19-7-706." 

Section 33. Section 19-8-805, MCA, is amended to read: 

11 19-B-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, 

or any other process; and 

garnishment, attachment, 

(3) unassignable 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 
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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 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 

as a retirement allowance in accordance with the provisions 

of this chapter is exempt from any state or municipal ~ < 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) ''Needy person" is one who is eligible for pub! ic 

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 
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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 

Indian", such definition shall supersede the foregoing 

definition." 

Section 37. 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 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 

-64-



1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

LC 1852/01 

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 17-5-102. 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 witht"---the---mee"~"g---of 

~5-39-±lltittat for purposes of tax exemption determinations 
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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 pursuant to this chapter by the municipality or 

by an authority in which the municipality is included, may 

by cesolution 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 upon all the taxable property in the 
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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, 

appropriated for such bonds 

a deficiency in the re· •nues 

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 
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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 (l) 

above.'' 

Section 38. Section 20-9-316, MCA, is amended to read: 

"20-9-316. Elementary school maximum budget schedule 

for %985-66 1987-88. (1) For each elementary school having 

an ANB of nine or fewer pupils, the maximum shall be $19 7 959 

$19,957 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 $T9,959 $19,957 plus $934oi9 

$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 $3ZT~%4 $32,711 

plus $8347%9 $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 ~~~r466 $27,463 plus 

$834o%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 
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two full-time teachers, the maximum shall be $43785% $43,847 

plus $5ii.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 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 $1,938 

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) Far a school having an ANB of more than 100 

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 
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i985-86 1987-88. (1) For each high school having an ANB of 

24 or fewer pupils, the maximum shall be $113,~68 $113,696. 

(2) For a secondary school having an ANB of more than 

24 pupils, the maximum $41 T39 $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 

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 $it~4i $2,341 shall be decreased by 

~2.39 ~ 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) and for 

all high schools shall be computed on the basis of the 
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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 maximum budget schedule 

£or--±986-8=t-al"'d-stteeeecH::ft'9-yee:rs for 1988-89 and succe~ .~ 

years. For ~986-8~ 1988-89 and succeeding school years, the 

elementary school maximum budget schedule is as follows: 

(l) For each elementary school having an ANB of nine 

or fewer pupils, the maximum shall be $~97±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 $i6ri58 $19,558 plus $84io50 

$817.30 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 $33,94~ $32,051 

plus $84io56 $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 $~17141 $26,914 plus 

-71-

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 1852/01 

$84~.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 $447~99 ~970 

plus $52~~69 $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 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 $%,95~ 

$1,899 shall be decreased at the rate of $l~9a ~84 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 $it843 $1,788 shall be decreased at 

the rate of $i•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 $ir496 $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 
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incorporated limits of a city or town shall be treated as 

one school for the purpose of this schedule." 

Section 41. 

"20-9-319. 

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

High school maximum budget schedule £or 

1986-ST--and--~~eeeed~ft~--year~ for 1988-89 and succeeding 

years. For l9B6-8T 1988-89 and succeeding school years, the 

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 $ii4T845 $111,422. 

(2) For a secondary school having an ANB of more than 

24 pupils, the maximum $47~8S $4,643 shall be decreased at 

the <ate of $%6~%6 $25.32 fo< 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 $%6~~6 $25.32 fo< 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 $ir88i $2,718 shall be decreased at the 

<ate of $4~31 $4.24 fo< 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 

$~o4S $2.33 for each additional pupil until the ANB shall 

have reached 300 pupils. 
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(6) For a school having an ANB of more than 300 

pupils, the maximum of $~ 7%i5 $2,062 shall be decreased at 

the rate of •• !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 $17993 $1,933 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.•• 

Sect ion 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 11 State 

equalization aid" means those moneys deposited in the state 

special revenue fund as required in this section plus any 

legislative appropriation of moneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative appropriation for state 

equalization aid shall be made in a single sum for the 

biennium. The superintendent of public instruction has 
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authority to spend such appropriation, together with the 

earma~ked 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) i5% 29.2% of all moneys received from the 

collection of income taxes under chapter 30 of Title 15; 

{b) 25\ of all moneys, except as provide~ in 

15-31-702, received from the collection 

license and income taxes under chapter 31 of 

provided by 15-1-501; 

of corporation 

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 revenues, the surplus 

revenues collected by the counties for foundation program 

support according to 20-9-331 and 20-9-333 shall be paid 

-75-

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 1852/01 

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}.'' 

NEW SECTION. Section 43. Surtax. After the amount of 

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

each person filing a Montana individual income tax return 

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

amount so arrived at is the amount due the state. 

NEW SECTION. Section 44. Repealer. Sections 15-30-112 

through 15-30-117, 15-30-121 thro~gh 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, MCA, are repealed. 

NEW SECTION. Section 45. Appropriation. There is 

appropriated from the general fund to the superintendent of 

public instruction $96 million for the biennium ending June 

30, 1989, for state equalization aid. 

NEW SECTION. Section 46. Codification instruction. 

Sections 10, 13, and 43 are intended to be codified as an 

integral part of Title 15, chapter 30, part 1, and the 

provisions of Title 15, chapter 30, part 1, apply to 

sections 10, 13, and 43. 
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NEW SECTION. Section 47. 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 48. Effective date 

6 applicability. (1) This act, except section 45, is effective 

7 on passage and approval. 

8 

9 

(2) Section 45 is effective July 1, 1987. 

(3) Unless otherwise specified or required by a 

10 particular section of this act, sections 1 through 22, 27 

11 through 37, and 44 apply retroactively, within the meaning 

12 of 1-2-109, to tax years beginning after December 31, 1986. 

13 (4) Sections ~J through 26 apply retroactively, within 

14 the meaning of 1-2-109, to all small business corporations 

15 that have made a valid election under Subchapter S of 

16 Chapter 1 of the Internal Revenue Code on or before December 

17 31, 1986, and for tax years ending after December 31, 1986. 

18 (5) Section 43 applies to tax years beginning after 

19 December 31, 1986, and ending before January 1, 1989. 

20 NEW SECTION. Section 49. Termination. Section 43 

21 terminates December 31, 1989. 

-End-
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