
HOUSE BILL NO. 904 

INTRODUCED BY HARP, DONALDSON, MILLER, WINSLOW, SPAETH, 
HARPER, KADAS, KEENAN, REAM, NEUMAN, BRANDEWIE, LORY 

MARCH 28, 1987 

MARCH 30, 1987 

APRIL 1, 1987 

APRIL 3, 1987 

APRIL 13, 1987 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON RULES. 

ON MOTION, REREFERRED TO COMMITTEE 
ON APPROPRIATIONS. 

ON MOTION BY CHIEF SPONSOR, SENATOR 
NEUMAN AND REPRESENTATIVES SPAETH, 
HARPER, KADAS, KEENAN, BRANDEWIE, 
REAM, AND LORY ADDED AS SPONSORS. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ON MOTION, RULES SUSPENDED AND BILL 
PLACED ON THIRD READING THIS DAY. 

THIRD READING, PASSED. 
AYES, 57; NOES, 43. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

ON MOTION, RULES SUSPENDED TO PLACE 
BILL ON THIRD READING THIS DAY. 



APRIL 13, 1987 

APRIL 15, 1987 

APRIL 16, 1987 

APRIL 17, 1987 

APRIL 20, 1987 

APRIL 21, 1987 

APRIL 22, 1987 

APRIL 23, 1987 

THIRD READING, CONCURRED IN. 
AYES, 28; NOES, 22. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

ON MOTION, CCNSIDERA'.!'IC~J 

FOR THE DAY. 
TJ~C'~T';"''T""\ ... _ ... ..., .................... 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 
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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: 

Sect ion 1. Sect ion 1-1-207, MCA, is amended to read: 

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

~~• <eo""''"' cou~• 
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requires otherwise, the following definitions apply in the 

Montana Code Annotated: 

(1) "Bribe 11 means anything of value or advantage, 

present or prospective, or any promise or undertaking to 

give anything of value or advantage, which is asked, given, 

or accepted with a corrupt intent to unlawfully influence 

the person to whom it is given in his action, vote, or 

opinion in any public or official capacity. 

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

Title enacted August 16, 1954, and redesignated as the 

"I~ternal Revenue Code of 1986" by section 2 of Public Law 

99-514, as amended. 

titill "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: 

11 7-14-1133. Bonds and obligations. {l) 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 or 67-10-402; 

(c) grants 

government; or 

or 

(d) other sources. 

contributions from 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 bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

possible to impose, maintain, and collect rates, charges, 

rentals, and taxes, if any are pledged, sufficient to make 

the revenues from the pledged source in such year at least 

equal to the amount of principal and interest due in that 

year. 

(3) The bonds may be sold at public or private sale 

and may bear interest at a rate not exceeding the limitation 

of 17-5-102. Except as otherwise provided in this part, any 

bonds issued pursuant to this part by an authority may be 

payable as to principal and interest solely from revenues of 

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 wiehin-~h~ 

m~oning-of-~5-38-ii~trttot 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 revenues referred to in this part, 

prior to the payment of current costs of operation and 

maintenance of the facilities.'' 

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

"7-34-2416. Tax-exempt status of bonds. Bonds issued 

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

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

and governmental purpose by a political subdivision within 

the-m~enin9-of-t5-3&-±±itrttet for purposes of tax exemption 

determinations under the Internal Rev~nue Cod~." 

Section 4. Section 15-1-101, MCA, is amended to read: 

-4-
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11 15-1-101. Definitions. {1) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined in 

the following manner: 

(a} The term -agricultural" refers to the raising of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

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

other animal and vegetable matter for food or fiber. 

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

property as defined in 15-8-111. 

(c) The term "average wholesale value" means the value 

to a dealer prior to reconditioning and profit margin shown 

in national appraisal guides and manuals or the valuation 

sch~dules of the department of revenue. 

(d) (i) The te£"m "commercial 11
, 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 

d~scribed in subsection (ii). 

( i i) 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 economic trends and physical, 

governmental, and social factors: and that has th~ 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 

real 

or housetrailer is 

property. A mobile 

presumed to be an improvement to 

home or housetrailer may be 

determined to be permanently located only when it 1s 

attached to a foundation which cannot feasibly be relocated 

and only when the wheels are removed. 
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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 located on 

land owned by another person. This property is , isessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

6till The term "livestock" means cattle, sheep, 

swine, goats, horses, mules, and asses. 

t;till The term "mobile home" means forms of housing 

known as ''trailers", "housetrailers'', or ''trailer coachesn 

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". 

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

domestication to produce food or feathers. 

tmt1!!1 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. 

tnt1.2l 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. 

totlE.l 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 

11municipality" 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 "boarct•• when used 

without other qualification shall mean the state tax appeal 

board." 

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 

million received in each fiscal year from the collection of 

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

deposited in the income tax windfall reserve account in the 

state special revenue fund for the purpose of providing a 

rese~ve 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. 

"15-1-501. 

Section 15-1-501, MCA, is amended to read: 

Disposition of moneys from certain 

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

shall deposit to the credit of the state general fund all 

moneys received by him from the collection of: 

(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) Seven~y-£ive-pereen~-of-ail-mon~ys--~eee±ved--£rom 

~he---eolleetion--o£--±neeme--taxes--~nde~--enapter--38--8nd 

eorpot~~ion-iieense--and--ineome--t8xes--nnder--enapter--3i 1 

exeept--as--provided-in-r5-3i-79~,-shaii-be-deposited-in-the 

9enerai-fttnd-~t~bjeet-to-the--pt±er-pledge--8nd--ar>pr-opri-t!l:~~on 

of--~tteh--~neome-tax-and-eorporat±on-iieense-tax-eolieetions 

£or-~he-payment-of-Yong-range-buildin9--program--bond~.--~he 

~ema±n±ng--25%--of--the--proeeed~-of-~he-eorporation-iieenBe 

tax,--exeittding--that--aiioea~ed--to--the---eot~nties---ttnder 

i5-3Y-~ez,--eorporation--ineome-~ax,-and-ineome-tax-shaii-be 

depos±~ed-to-the-ered±t-o£-~he-~tate--speeial--revenue--fttnd 

£or-~~ate-eqttaiization-aid-to-the-pttbiie-~ehools-of-Montana~ 

All __ moneys received from the collection of income taxes 

under chapter 30 of thi~ _title that is !"J_:Jl deposited in_ the 

income tax windfdll reserve account pursuant t~_(section 5] 

-10-
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shall be deposited as follows: 

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

(b) 10\ to the credit of the debt service account for 

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

and 

(c) 31.8% to the credit of the state special revenue 

fund for state equalization aid to the public sch~ols of 

Montana as described in 20-9-343. 

(3) All moneys received from the collect ion of 

corporation license and income taxes under chapter 31 of 

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

deposited as follows: 

w 
i.£1_ 

64% to ~~e credit of the state ge~eral fund; 

!.!.!____~a the credit o_f the d~bt servi_ce account for 

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

and 

1£1__25% to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

t3ti!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. 

t4tiil 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 funa.•• 

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

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

chapter, unless otherwise required by the context, the 

following definitions apply: 

{ 1) "Base year structure" means the followi-ng-element=~ 

o£-the-i~eome-tax-st~ttet~re7 

f8t--th~ tax brackets established in 15-30-103, but 

unadjusted by subsection tit _L~_i_ of 15-30-103, in effect on 

June 30 of the taxable year7 

tbt--the---exemptio~~---eonta~ned---in--l5-36-lli 1 --bttt 

ttnadjtt~eed-~y-~ub9eet~ons--t~t--a~d--t8t--of--l5-39-il2,--i-n 

effeet-on-au~e-39-o~-the-taxable-year; 

tet--the---max±m~m---standard---dedttetion--provided--1:-n 

i5-39-l22 1 -bttt-ttn8d;ttsted-by-subseetion-t~t-o£-l5-39-lir,-±n 

e£f~et-on-Ottne-39-o£-the-taxable-ye8~. 

(2) 11 Consumer price index" means the consume.r 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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11 Department" means the department of revenue. 

"Dividend" means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as 

stock issued, 

herein defined. 

for surplus or 

"Stock dividends" means new 

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 11 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£-1954-or-as-ehee-~eet±on-m~y-be 

~abe~ed--o~--ame~ded,--exel~~±ng--tt"employment--e~mpens8e±on 

ineluded--±n--~edera~--9ross--ineome-~nder-the-prov±5ions-of 

seet±en-85-e~-the-fnternal-R~venue-eede-o~-1954-as--ame~ded. 

(B) "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 7 -~989 1987. 
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(9) .. Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, employers, and all officers 

and employees of the state or of any municipal corporation 

or political subdivision of the state, having the control, 

receipt, custody, disposal, or payment of interest, rent, 

salaries, wages, premiums, annuities, compensations, 

remunerations, emoluments, or other fixed or determinable 

annual or periodical gains, profits, and income with respect 

to which any person or fiduciary is taxable under this 

chapter. 

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

(11) ''Net taxable income'' means--the--adj~~ted--9rO~~ 

±neome--of--a--tax~ayer--ies~-the-~e~~ct±on~-allowed-by-thi5 

enapter is the federal taxable income of a taxpayer, 

including interest received from oblig~tions of another 

state or political subdivision thereof, less the adjus~ments 

~ecified in 15-30-111. 

(12) .. Nonresi~~nt .. refers to a person who ha~ 

established a residence in this state during the taxable 

~ 

tl~tJ.ill "Paid", for the purposes of the deductions and 

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

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

-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 under this chapter. 

(14) "Part-year resident" refers to a taxpayer who is <3: 

resident of this state and another state during the 

taxpayer's taxable year. 

t:!:3tl..!..il._ "Purposely .. is as defined in 45-2-101. 

ti-4t.L!...§l "Received", for the purpose of computation of 

taxable income under this chapter, means received or accrued 

and the term "received or accrued" shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

t%5t1J:ll "Resident" applies only to natural persons and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter with reference to the income of 

any taxable year. any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

from the state and has not established a residence 

elsewhere. 

tl6t-u~axable-ineomeu-means-the-a8j~eted--g~oss--i"eome 

o~--a--ta~poyer--less-~he-ded~etiefts-and-exem~ttons-previded 

ror-i"-ehis-ehap~e~7 

tF1-tiill 11 Taxable year" means the taxpayer 1 5 taxable 

year for federal income tax purposes. 
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tl8tilll. 11 Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations." 

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

"15-30-!03. Rate of tax. (1) There shall be levied, 

collected, and paid for each taxable year commencing on or 

after December 31, i968 1986, upon the net taxable income of 

every taxpayer subject to this tax, af~er-makiftg-aiiowanee 

£or-~~~mp~~on~-and-d~daetio"s-a~-her~±nafter-p~ovid~~ except 

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

brackets of net taxable incorneL as adjusted under subsection 

tit 1llL at the following rates: 

tat--on--~h~-fi~st-$~r999-o£-~axabie-ineome~or-any-part 

thereo£,-i%~ 

t~t--on-~he-next~$%7999-of-taxabl~-i"come-or--any--pa~t 

th~reo£,-3%~ 

tet--on--~he--next-$it9GG-of-taxa~ie-i"eome-or-any-part 

thereo£ 7 -4%; 

tdt--oft-the-n~xt-$i,eee-of-taxabie-ineome-or--a"y--par~ 

thereo£,-5%~ 

tet--on--the--next-$~7996-or-eaxabie-~ncom~-o~-a"y-part 

thereof,-6%; 

t£t--en-the-next-$r,eee-or-taxable-ineom~-or--any--part 

the~eor7-T%; 

tgt--on--the--next-$4,699-of-taxabie-ineome-or-any-par~ 
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t:nereofi;-8%; 

tht--on-the-next-$6r999-of-t8xable-ineeme-or--any--p8rt 

tl'u!reo£...,-9%-; 

tit--on--the-next-$i5t969-o£-taxable-~neome-or-any-part 

thet"eo£,-ret-; 

tjt--on-any-taxabYe-+neome-~n-exees~-o£-$35,699-or--any 

part-thereo£,-ii%• 

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

taxable income; 

l~_L_. over $4,500 to $12,000 of net taxable income, $180 

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

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

of net taxable income over $12,000. 

(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 fi_l~ 

return using the married fili~_separate status a tax on the 

following brackets of net taxable income, as adjusted under 

subsection (3), at the following rates: 

(a) $0 to $2,250 of net taxable income, 4% of net 

taxable income; 

lQl_---~~~!:: --~-~! 250 to $6,000 of net taxable income, $90 

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

i_g_L over $6,000 of __ f!.~~ tax~_~_le income, $315 plus 8% of 

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

shall multiply the bracket amount contained in sHbe~e~ion 

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

taxable year and round the cumulative brackets to the 

nearest $100. The resulting adjusted brackets are effective 

for that taxable year and shall be used as the basis for 

imposition of the tax in sube~e~toft subsections {1) and (2) 

of this section." 

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

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

based on gross sales. (1) A like tax is imposed upon every 

person not resident of this state~ which tax shall be 

levied, 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 1 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 ~ax taxes 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, ;:-"'l.d paid 

for each taxable year commencing on or after Deceuber 31, 

1986, upon the income of every taxpayer subject to the 

provisions of this chapter. 

(2) A person who is a resident of Montana shall file a 

Montana alternative minimum tax return if he: 

(a) is required by section 55 of the Internal 

Revenue Code, to pay 

tax; or 

a federal 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 householdt 

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

(3) A person who is a nonresident or who is a 

part-year resident of Montana shall file a Montana 

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 obligations of the 

United States government; 

(b) all railroad retirement benefits; and 

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

federally recognized Indian tribe while living and working 

on a federally established Indian reservation. 

(5) (a) For a nonresident or part-year resident, the 

taxpayer 1 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 131 by the 
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federal adjusted gross income and multiplying this 

percentage by the taxpayer's federal alternative minimum 

taxable income. 

(b) The taxpayer's 

minimum taxable income is 

prorated Montana alternative 

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 t~ibe while living and working 

on a federally established Indian reservation. 

(d) For residents, nonresidents, and part-year 

residents, a tax rate of 5% shall be applied to 

the Montana alternative minimum taxable income. The 

taxpayer shall pay 

alternative minimum 

in: 

the 

tax 

greater amount of 

or the tax 

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

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

the Montana 

provided for 

(iii) (section 13], if a part-year resident. 
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(6) Each taxpayer shall furnish with his Montana 

alternative minimum tax return a copy of his federal 

alternative minimum tax return. 

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

read: 

11 15-30-111. Adj~s~ed-9ross Montana net taxable income 

for residents. (1) Adj~sted-qro~s Montana net taxable income 

for residents shall be the taxpayer's federal ~neeme-tax 

ad;nsted-gross taxable income as defined in see~±on--6~--or 

the Internal Revenue Code o£-~954-or-as-that-seetion-may-b~ 

ie~~i~d--or--am~nded and in addition shall include the 

following: 

(a) all interest received on obligations of another 

state or-terr±tory-or--eou~ty,--municipality,--d±s~riet, 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--that--portion--o£--a--sharehoid~r~~--±neome--und~r 

s~behap~er-So-of-ehapter-±-of-th~-fnt~rna%-Re~enu~--eode--o~ 

%954--that-ha~-been-r~du~ed-by-a"y-~ederal-taxee-pa±d-by-the 

~ubchapter-5.-eorporat±on-en-the-ineome. 

(2) Notwithstanding the provisions of the £edera% 

Internal Revenue Code of--%954--ae--!abe!ed--or--amended7 

adju~ted-qro~s, Monta0a 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---s~a~e---e£---Monea~a,---eo~nty, 

m~nieipai±ty,---e±~tr±et 7--or--other--po~itieai--s~be±v±~ion 

thereof; 

tbt--±nterest-ineome-earned-by-a--taxpayer--a~e--65--or 

oider--in--a--taxab~e--year--~p--to-and-ine%dding-$8~9-for-a 

taxpayer-~iiin~-a-separate-ret~rn-and-$ir699-£or-eaeh--;o±nt 

retttrn~ 

tet--a~i-benefits-reeei~ed-ttnder-the-Pederai-Bmployees~ 

Retirement-Aet-not-in-exee~~-of-$37666~ 

tdt--all--benefits,--not-in-exeess-of-$369,-reeeived-as 

an-ann~ity,-pens±onr--or--endowment--a~der--any--pri~ete--or 

corporaee-retireme~t-plan-or-system; 

t~t--ait--ben~£~t~--paid-ttnder-the-teac~ers~-retiremene 

law-which-are-~pecified-as-exempt-£rom-taxation-~y-l9-4-796; 

t£t--all-benefits--paid--ander--~he--Pablic--Emp%oyees~ 

Reeirement--System--Aet--which--are-specified-as-exempt-from 

taxatien-by-19-3-195; 

tgt--&11--benefits--paid--~nder--the---highway---patrel 

retirement--law--which-are-specified-as-exempt-from-taxation 

by-l9-6-T95; 

tht--a%1-Montana-ineome-tax-refands-or-ered±ts-thereof; 

t±t--all-benefits-paid-ander-19-ll-69~7-19-ll-694 7 --and 
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%9-il-695---to--ret±red--and--disebled--firefighters,--their 

sttrviving-spoases-and-orphans; 

tjt--ail--~enefits--paid--ttnder--the--manicipal--pol~ee 

o££ieers~--retirement--system--that--are-speei£ied-as-exempt 

frem-taxatien-by-19-9-1995; 

t~t--gain-reqaired-to-be-reeognized--by--a--l±qa±datinq 

cerperatien-~nder-15-31-113t1ttattiit; 

tlt--a11---tips--cevered--by--seetien--349?fkt--of--the 

~nternal-Revenae-€ode-of-l9547-as-amended-and-a~p~±eabie--o~ 

Oanaary--~7--19837-reeeived-by-pe~~ons-ror-~erv±ees-rendered 

hy-them-to-patron~-o£-~rem±~e~--l±een~ed--to--prov±de--food, 

heverage7-or-iodg±ng; 

tmt--all---bene£its---reee±ved---~nder---the---wor~er~~ 

eompen~8tion-laws;-and 

tnt--ali-health-insttrftnee-premium~-paid-by-an--employer 

£or--an--employee--i£--attribttted--as-~neome-to-the-·employee 

ander-£ederal-iaw~ 

t3t--~n-the-ea~e-o£-a-ehareholder-of-a-eorpora~ion-with 

reepeet-to-whieh-the-eleetion-pro~ided-£or-ttnder--s~behapter 

s~--o£--the-~nternai-Revenae-eode-o£-1954,-ae-amended,-is-in 

e££ee~-bttt-with-reepeet-to-wh±eh-the-eleetion--prov±ded--£or 

ander--l5-3l-i9i,--as--amended,--is--not-in-e£feett-ad;Hs~ed 

9ross-ineome-does-not-inelHde-any-part-of-the--eorporation~s 

ttndistribttted--taxable--ineome,--net-operating-loss 7 -eapital 

~ains-or-other-gains,-profits,--or--lo~ses--req~ired--to--be 
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inciuded--in--the--sharehoider~s-£edera±-ifteome-tsx-ad;asted 

~ross-ineome-by-reasen-or-the-eaid-eleetion-under-s~behapter 

ST-Hewever7-the-sharehoider~e-ad;~sted--gross--ineome--shali 

±nciude--ectual--d±stribat±ons--from--the-corporat±on-to-the 

extent-they-wou±d-be-treated-ae--taxab±e--d±v±dends--i£--the 

eueehapter-So-e±eet±on-were-not-±n-e££eet. 

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

eorporation-l±eense-tax-under-i5-3l-i9itlttlt-shall--±nelude 

±n-h±s-ad;ttsted-gross-ineome-the-earnin~s-and-pro£its-o£-the 

9£5€--in-the-same-manner-as-provided-by-federal-law-tseetion 

9957-Ynter~el-Revenue-eo~et-~or-ail-per~od~--~or--Mhieh--~he 

B£Se-ei~e~~O~-~~-er£eet~Ye7 

t5t--A--taxpayer--who,--±n-determ±n±ng-federai-adju~ted 

9ro~~-~neome,-ha~-redueed--h±~--btt~±~es~--deduetion~--ey--en 

amount-for-wa9es-and-sa%ar±es-for-wh±eh-a-federal-tax-eredit 

was--eleeted--under-seetion-448-of-the-fnternal-Revenue-eode 

of-i954-or-as-that-seet±on-may--be--labe%ed--or--amended--±s 

allowed-to-deduct-the-amount-of-such-wages-and-salaries-paid 

regardYess--or--the-eredit-~akeno-The-deduetion-must-be-made 

±n-the-year-the-wages-and-saiar±es-were-used-to-eompute--the 

eredit.--~n--the--ease--of--a--partnership-or-small-buei~ese 

eorporation,-the-deduetion-must-be--made--to--determ±ne--the 

amount--of--ineome--or--Xoss--of--the--partnership--or-small 

bu~inese-eorporationo 

f6t--Married-taxpayers-filing-a--joint--federal--return 
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who--muse--±nelude-~art-of-their-soeia±-eec~ri~y-benefite-or 

part-of-ehe±r-tier-l-ra~lroa~-ret±rement-bene£its-~n-~edera± 

ao;~s~ed-groe~-~neeme-may-spi±t-the--tede~a±--ea~e--~sed--in 

eaie~iet±en--of--~ederal-taxable-soeial-seeur±ty-benetits-o~ 

£ederai-eaxable-tier-l--ra±lread--re~irement--benef~ts--when 

~hey--£ile--separate-Montana-ineome-tax-returns.-~ne-federal 

base-mttst-be-split-eqttally-on-the-Montana-retttrn. 

t7t--A---taxpayer---recei¥ing---retirement---disab±l±ty 

benefits--who--ha~--not--attained--age--65-by-the-end-o£-the 

ta~ab~e-year-and-who-has-retired-as-permanently-8nd--tota±ly 

d±s8b±ed--m8y--exelttde-£rom-adjttst~d-gross-±neome-up-to-$±88 

per-week-reeeived-as-wages-or-payments-in-lieu-of-wages--£or 

a--per*od--durin9-whieh-the-employee-is-absent-from-work-~tte 

to-the-disabilityo--%£-the-adjttsted-gross-ineome-be£or~-th±s 

exelttsion-and-be£ore-app!ieation-of-the--two-eerner--married 

eouple--dedttetion--exeeeds--$15,999,--the-exeess-re~uees-the 

exclusion-by-an-eqttal-amottnto-~hi3--limitation--a££~ets--the 

amottnt--e£-e~e±tt~ion,-bttt-not-the~eaxpayer~s-eiigibili~y-for 

the~excl~sieno-~f£-eligib±e,-morried-±ndividtlais-shal±-epply 

~he-e~e±~~ion-~e~arateiy,--but--the--limieation--£or--ineome 

exeeeding--$15,999-is-determ~ned-with-respeet-to-the-spe~ses 

on-the~~-eombined-ad;~sted-gross-ineomeo-Po~-the-pttrpos~--of 

this--sttbsection,--permanentiy--and--totaliy--disabled-meft~s 

tlnable--to-en~a~e-in--any--~ttb~tantiai--gain£ttT--aeti~ity--by 

reason--of--any--medieai±y--determ±ned--physieai--or--mentai 

-26-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

l9 

20 

21 

22 

23 

24 

25 

LC 1853/01 

impa~rment-la~tinq-er-eMpeeted-te-%ast-at-%esst--ii--meft~hso 

(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 •o~orking 

on a federally established Indian reservation. 

(3) A taxpayer who elects to itemize his deductions 

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

is required to pay additional federal tax due in 19~7 for 

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

from his Montana net income.•• 

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

read: 

"15-30-131. Nonre~±dent---and----temporary----residen~ 

~axpayer~----ad;~~ted-gres~-ineome----ded~etiens Montana net 

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

~axpayer-other-than-a-resident-eE-th±s--state, Montana net 

taxable income for nonresidents is derived from adjusted 

gross income from sources within and without the state, 

determined as follows: 

(a) Montana adjusted gross income includes the entire 

amount of federal adjusted gross income from sources within 
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this state.L but shall does not include income from 

annuities, interest on bank deposits, interest on bonds, 

notes, or other interest-bearing obligations, or dividends 

on stock of corporations except to the extent to which the 

same shaii-~e ~ 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. AdjHste~--gro~~--~neome 

rrom---sonree~--within--and--withone--this--~tate--shali--~e 

aiioeated-and-appor~~oned--un~er--r~iee--p~eseribed--by--~he 

depar~ment. 

t~t--fn-the-ease-o£-a-taxpaye~-other-than-a-residen~-or 

~h±s--state--who-is-a-resident-or-a-sta~e-t"at-impo~es-a-~a~ 

on-t"e-ineome-or-na~nrai-persons-res~ding-with±n-thae-etate, 

the--de~uetions--aiiowed--in--eompnting---net---ineome---are 

reetricted--to--those-diree~iy-eonneeted-with-the-produe~ion 

of-Montana-±neome. 

t3t--fn-the-ease-or-a-taxpayer-other-than-a-res±dent-or 

~ht~-state-who-is-a-reeident-or-a-seate-that-does-not-impose 

a-tax-on-the-ineome-oE-naturai-persons-residing-within--that 

state,--~he--~eduetione--aliowed-in-eomputing-net-ineome-are 

reetrieted-to-the-greater-or-those-d±reetly-relating-to--the 

produet~on--o£--Montana-incom~-or-a-prorated-amount-of-~hose 

a~iowed--under--~5-39-l~i.--Por---ehe---purposes---or---this 
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s~bseetion,-ded~etiens-allowed-~nder-%5-36-ti%-ap~ty-only-to 

earned--ineome--a~d--m~ee-ee-prorated-aeeording-to-the-ratio 

that-the-taxpayerLs--Montan~--earned--~neome--hears--to--h±~ 

£ederal-earned-incomeo 

t4t--A---temporary--resident--shali--be--allowed--thoee 

ded~etions-and-the-eredit-~ftder-%S-3i-i99-a%lowed-a-resident 

to-the-extent-that-snch-ded~etions-or-eredit--were--actually 

ine~rred--or--expended--in--the--state-o£-Montana-durin9-the 

eo~rse-o£-his-res±deneyo 

f5t--Por-the-purposes-o£-this-seet±on,-•earned--incomeu 

shall--be--def±ned-as-the-same-term-is-defined-in-eeetion-~3 

of-the--~nternai--Re~en~e--eode,--or--e~--eha~--~eee~on--mey 

~~b~eq~ently-be-8mendedo 

t6t--Hotwieh~t8n~in~--the-pro~i~ion~-o~-~Hbeeetione-t%t 

8nd-t3t,-eny-contribntion-made-after-Becember-3%,--r98%,--to 

the--state--o£--Montana--or--a-poiit±eal-subdivi~±on-thereo£ 

~ha%%-be-an-aiiowabie-~e~~etion--±n--eompnt±ng--net--ineomeo 

The--dednction--±~--~nbject--to-the-i±m±tat±ons-~et-forth-in 

~eet±on-%~9-o£-the-£neernai-Reven~e-eo~~-o£-l954,-ae-iabeied 

or-e:mendedo 

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

nonresident may deduct from hi~ ____ Montana __ ~<!justed gross 

income only the following items: 

( i) a p~~E~t-~Q ___ part of the federal exemption provided 

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 50l(c}(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; 

(v) all railroad retirement benefits; 

(vi) all interest received from United States 

obligations; 

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

federally recognized Indian tribe while living and working 

on a federally established Indi_an 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 (1)(b)(iii) is determined by mu1tip1yin~ 

the ratio of Montana adjusted gross income to f~deral 

adjusted gross income by the federally al~owed deductions 

specified in subsections (l}(~LiL_t~rough (l)(b)(iii). 

(d} The department may adopt rules for allocating and 
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apportioning adjusted gross income from sources within and 

without this state. 

t7till For purposes of this section, "installment 

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

seller in one or more deferred installments. 

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

subject to the _rates provided in 15-30-103.'' 

NEW SECTION. section 13. Montana net taxable income 

for part-year residents. (1) To determine Montana net 

taxable income, a part-year resident may deduct from his 

Montana adjusted gross income a prorated part of his federal 

standard deduction or a prorated part of the itemized 

deductions allow~d 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 14. Section 15-30-132, MCA, is amended to 

read: 

"15-30-132. Change £rom--non~e~~dent--to--~esidene--or 

viee--ver~a of residency status. ~£-a-e~xpayer-ehange~-h~~ 

s~a~~~-from-~hae-o£-residen~-eo-~hfte-of-nonresident-or--from 

ehat--of--nonresidene-to-~hat-o£-residene-d~ring-ehe-taxabie 

year7-he-shall-fiie-a-re~urn-covering-~he--£raction--of--ehe 

year-dttring-whieh-he-was-a-re~idento-~he-exemptions-provided 

in--%5-39-ll~--shail--~e--proraeed--on-the-ratio-the-Moneana 
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adj~e~~d--g~ose--±neome--beers--to--£ederai--ad;tts~ed--~ress 

income• A Montana citizen moving out of the state, 

abandoning his residence in the state, and establishing a 

residence elsewhere must file a return on-the-frsee~onai 

bas±s. 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- 30-13 5. Tax on beneficiaries or f iduc ia r ies 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 shaii~b~ are held for educational, charitable, or 

religious purposes, which tax shall be levied, collected, 

and paid annually with respect to the income of estates or 

of any kind of property held in trust, including: 

(a} income received by estates of deceased persons 

during the period of administration or settlement of 

estate; 

the 

(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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(d) income which is to be distributed 

beneficiaries periodically, whether or not at 

to the 

regular 

intervals, and the income collected by a guardian of a 

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

{2) The fiduciary shall be responsible for making the 

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

whether the fiduciary or the beneficiaries are taxable with 

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

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

fiduciary shall 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 

----e~emp~~on. tit--Bxeept--ae--otherw±ee--pro•±~e~-in-thie 

ehapter,-ugre~~-incomell--o£--e~ta~e~--or--trtt~t~--mea~e--aii 

ineome--£rom--whatever--sott~ee--deriv~~-~n-the-taxab%e-yea~, 

ine%~ding-bttt-not-limited-to-tfte-fe%%owin~-item~~ 

tat--~ividend~; 

tbt--int~~eet-~eeeived-o~-aeer~ed,--inel~ding--interest 

reeeived--on--ebiigatione-ef-another-state-or-te~ritory-or-a 

cottnty,---mttnie~po%~ty,---di~triet,---er---other---poiitieai 

sttbdivieion--th~reof,--bnt--e~eittding--ineerest--ineome-from 

obi~gations-o£~ 

t±t--the-Hnited--Statee--government--or--tfte--state--e£ 

Montana; 

tiit-a-eehoo%-distriet;-er 

t±±it-a---countyT---munieipality7 --distriet7 --or--other 

poiitieai-sttbdivision-of-the-state; 

tet--ineome-Erem-partne~shipe-an~-other-r±~tteiaries; 

tdt--g~oss-rents-and-royaltiee; 

tet--gain-from-sale-er-exchange-ot-property,--ine%ttding 

those--gains-that-are-exeittded-f~om-groes-income-fer-tederal 

tidtteiary-ineome-tax--purposes--by--seetion--64itet--of--the 

Tnternal-Reventte-eo~e-of-i954T-as-amended~ 

t£t--gross-profit-£rom-trade-or-business~-and 
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t~t--re£ond~--reeoyered--on--federai-income-taxy-to-the 

extent-tfte-ded~etion-o£-s~ch-tax-res~%ted-in-a-red~etion--o£ 

Montana-ineome-tax-iiahilityo 

tit--%n--comp~t±ng--net--ineome7--tftere--are-allowed-as 

deductions~ 

tat--±nterest--expenses--dednctibie--Eor--Eedera%---tax 

purposes--aeeerding--to--seetion-±63-o£-the-%nternal-Revenue 

eode-o£-1954,-as-amended; 

tet--texes-paid-or-aeerued--with±n--the--taxabie--year7 

incl~d±ng--bttt--not--iim±ted--to--~ederal--ineome--tax 7 --but 

exei~dinq-Montana-±neome-tax; 

tet--that--fidueiary~s--port±on--o£---depree±at±on---or 

deplet±on--wh±eh--±s--dedttetibie--fo~--f~der8l--tsx-pttrposes 

aeeord±~g-to-seetions-l61,-6iit--and--64i--or--the--f~terna~ 

Reven~e-eode-or-~954,-as-amended; 

tdt--eharitable--eone~±httt±on~--enat-are-d~dttetible-for 

federal-~ax-~ttrpo~~s-aeeording--to--seet±on--64itet--o£--tne 

lntern8l-Reventte-eode-of-l954,-as-amended; 

tet--administrative-expenses-ela±med-£or-£ederai-±neome 

tax--pnrposes,--aeeording--to-seetions-~l~-and-64Ztgt-o£-the 

fnternai-Reventte-eode-o£-1954,-as-amendedr-i£-stteh--expenses 

were--not--elaimed--as--a--dedttetion-in-the-determination-of 

Montana-inheritance-tax; 

t£t--iosses--from--£ire,--storm,--~hipwreek;--or--other 

ea~ttaity-or-£rom-the£t 7 -to-the-extent-not-eompensated-Eor-by 
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insttranee--or-etherw±se,-that-are-dedttet±bie-£or-federal-tax 

purposes-aeeordinq-to-seetion-165-o£--the--~nternai--Reven~e 

eofte-o£-19547-as-amended; 

t~t--ftet--operet±ftg-%o~s-ded~e~ions-ai%owed-£or-£edera% 

ineome-tax-~nder-section-64%tdt-o£-the-~nternal-Re¥en~e-eode 

e£-%9547-ae-amended,-e~eept-es~ates--may--not--eiaim--%osses 

that-are-dedttetible-on-the-deeedent~s-finai-ret~rn; 

fht--aii---bene£its---reeei¥ed--as--£ederal--employees~ 

retirement-no~-in-exeess-of-$3,699; 

t±t--ail-eenefits--pa±d--~nder--the--Montana--teaeher~• 

ret±rement-system-that-are-speeified-as-exempt-f~om-taMation 

by-!9-4-196; 

t;t--all---benefits---pa±d--nnder--the--Montena--Pnbi±e 

Bmpioyees~-Retirement--System--Aet--that--are--speeified--as 

exempt-from-taxat±on-by-i9-3-T95; 

tkt--a%1---benef±ts--pa±d--under--the--Montana--highway 

patroimen~s-retirement-eystem-that-are-spee±fied--as--exempt 

from-taxation-by-19-6-~95; 

tit--Montana-ineome-tax-refnnde-or-ered±te-thereof; 

tmt--aii--benefits-pa±d-ttnder-19-ll-69%7 -19-ll-6647 -and 

19-li-695-to-ret±red-and-disabled-firemen-or-their-snrv±v±ng 

s~onses-or-ehiidren; 

tnt--all--benef±ts--pa±d--nnder--the--mnnie±pai--poi±ee 

offieers~--retirement--system--that--are-speeified-as-exempt 

from-taxation-by-i9-9-i995; 
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tet--aii-&enefits-not-i~-exeess-ef-$369-reeeived-as--an 

ann~ityr--pension7--er--endowment-~nder-private-or-eerporate 

re~irement-pians-or-systems7 

t3t--Tn-the-ease-o£-a-shareftoider-o£-a-corperat~on-w±th 

respeet-to-whieh-the-eleetien-provided-for-ttnder--s~behapter 

So--o£--the-fnternai-Reven~e-eode-of-1954,-as-amended,-is-in 

e££eet-bttt-w~th-respeet-to-whieh-the-eleetion--pro¥ided--£or 

~nder--i5-3i-i9i--~s--not--in--e££eetr--net--ineeme-rioes-not 

ine%ude-any-part-of-the-eorporation~s-undistributed--taxabie 

ineome,--net--operating--ioss7-eapital-qains-or-other-~ains7 

profits,--or--losses--reqn±re~--~o--~e---ineiH~ed---±n---~fte 

shareholder~s-federal-ineeme-t8x-net-±neeme-by-reason-o£-~he 

eiee~ion--nnder-s~behepter-So-Howeve~,-~he-sha~ehoider~s-ne~ 

ineome--sh8ll---inelnde---aetttal---~tser±bnt±on---Erom---the 

eerporation--to--~he--extent--±t-wottid-be-t~eoted-as-taxabie 

d±vidends-±E-the-snbehapter-So-eleet±on-were-not-in--e££eeto 

(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-feiiew±n9-addit±enal-dedHetiens-shall-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 yearT~ 

tbt--any-o~fte~-amottnts-properiy--pa~d--o~--eredited--er 

reqtt±red-te-be-distribttted-Eor-the-taxabie-yesr; 

tet--the--amo~nt--o£--66%--e£--the--excess--or--~he-net 

iong-term-eap~tal-gain-over-the-net-shor~-te~m-eap~tai--lo~~ 

£or-the-~axabie-year• 

t5t--~he--exempt~on--allowe~--£er-e~tates-and-trnets-±s 

that---exempt~on----provided----in----15-36-llitZttat----an~ 

l5-39-ll~t8t•" 

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

read: 

"15-J0-141. Tax as personal debt. Every tax imposed by 

this chapter and all increases, interest, and penalties 

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

a personal debt from the person or fiduciary liable to pay 

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

jointly and severally liable for the tax and any interest 

and penalty unless the department determines, based on the 

criteria in section 6013te) of the Internal Revenue Code, 

that a spouse is relieved of liability." 

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

read: 

"15-30-142. Retnrns Filin9 of returns and payment of 

-40-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC l853/{)~ 

tax ---pen~~ey-and-intereet----re£~nds----e~edits. (1) Every 

single individual and-every-marrted-individuai-nct-£iiing-a 

;o±ne-ree~rn-with-ftis-er--her--spo~se--and--havin~--a--gress 

ineome-£or-the-taxab%e-year-e£-more-than-$%,808y-as-ad;ttsted 

Hn~er---the---pro~isions--o£--sttbseetion--tTtT--and--married 

indi¥idHa~s--not--£iiing--separate--ret~rns--and--having---a 

eoabined--grose--ineome--for--the--taxabie-year-o£-more-than 

$~ 7888r-as-ad;ttsted-ttnder-the-pro¥isions-o£--sttbseet±on--t7t 

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,-sfta%%-be~is liable for a return to be filed on such 

forms and according to such rules as the department may 

prescribe. ~he--groee--income--amo~nts--referred--~o-~n-the 

preceding-se~tenee-~haii-be-inereased-by-$899,--as--ad;ttsted 

tt~der--the--provisions--o£--tS-38-iYit7t--and--t9tr-ror-eaeh 

additionat-personai--exemption--aiiowance--the--taxpayer--is 

entitled---to---ciaim--for--himse;f--and--his--spotlse--tlnder 

l5-39-ll%t3t-and-t4t7-A-nonresident--shall--be--req~ired--to 

fi;e--a--retnrn--if--hie--gross--income-for-the-taxabie-year 

derived-from-sotlrces-within-Montana-exceeds--the--amotlnt--of 

the--exemption-dedttetion-he-is-entitied-to-ciaim-for-himsei£ 

and-his-spotlse-Hnder-the-pro•isions--o£--r5-3a-rr~t~tr--t3tr 

and-t4t,-as-prorated-aecording-to-l5-39-ilit6t• 
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t~t--%n--aecordance--with-instruet±on~-set-forth-by-the 

depar~ment,-every-taxpayer-who-±s-married--and--%iving--with 

htt~ba~~-or-wife-and-is-re~Hired-~o-Eiie-a-retttrft-may,-at-ft±s 

or-her-optionT-£i%e-a-jo~nt-retttrn-with-htlsband-er-wife-even 

tkough--one--o£--the--~pou~es--has--neither-gross-±neome-ftor 

deduetionso-%f-a-joiftt-retHrft-is--made,--the--tax--shall--be 

eomp~ted--on--the-a9~re~ate-taxab~e-ineome-and-the-%±ab±%ity 

with-respeet-to-the-tax-shait-be-;o±nt--and--se~erai.--ir--a 

joiftt--ret~rn-has-been-riied-ror-a-taxable-year7-the-spotl~es 

may-not-fiie-~eparate-rettlrn~-after-the-time-for-f±%±n9--the 

ret~rn--o£--either--has--expired--unless--the--department-so 

consent~. 

~very person who is required to file a return 

under subsection {l} shall use the same filing status to 

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

federal return. 

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

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

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

the 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 15-30-2417-proY*dedr-howeYert 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 sha!%-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%-pe~-an~um 3/4 of li 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. 

t7t--By-November-%-o~-eaeh-year,-the--department--shall 

multiply--the--minimum--amoun~-ef-gross-ineome-neeessitating 

the-~il~ng-of-a-return--8y--the--inflation--faetor--for--the 

taxabie--yearo-~hese-ad;usted-amounts-are-effeetiye-for-that 

taxabie-year,-and-persons-having--gross--ineomes--less--than 
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these-ad;usted-amounts-are-not-required-to-£ile-a-retu~n. 

t8t--lndiv~dual--ineeme--tax--forms--distributed-by-the 

department-£or-eaeh-taxable-year-mast--eontain--instractions 

and--tables--based--on--~he-adj~sted-base-year-str~et~re-ror 

that:-t:axttbi:e-year." 

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

read: 

"15-30-144. Time for filln9 -- 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-taxpayer--liable--Eor--a--tax 

ander-this-law-shal~-pay-a-min~mum-t:ax-oE-$to 

t~t--An--a~t:ematic-6-me"th-ext:e"~±on-oE-t±me-ror-fi~ing 

a-~eturn-±s-a%i:owed,-provided-t:hat-en-or-be£ore-the-d~e-dete 
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o£-tfte-~et~rnT-en-application-is--made--on--£oras--availa~le 

£rom-the-depertment-er-in-writing-to-the-~epartment. 

(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 applicat~on as set forth in subsection (2). The 

department need not notify an applicant of its determination 

unless it denies the application. 
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(4) 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 1 additional year. 

If the taxpayer fails to file a record of changes in federal 

taxable income or an amended return as required by 

15-30-304, the statute of limitations shall not apply until 

5 years from the date the federal changes become final or 

the amended federal return was filed. If the taxpayer omits 

from gross income an amount properly includable therein 

which is in excess of 25% of the amount of ad;~~eed--gr033 

net taxable income stated in the return, the statute of 
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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--ie 

allow~d--as--a-ered~t-a~a±nst-the-tax-impoeed-by-15-39-193-a 

pereenta~e-of-the-e~edit-allowed--w!th--respeet--to--~ertai~ 

~epree±able--property--~nder--seet±on--38--o£--the--Y~ternal 

Reven~e-eode-or-1954,-as-amended,-or-as-seetion--38--may--be 

renttmbere~--or-amendedT-HOwever,-rehabil±tat±on-eosts-as-set 

£orth-~nder-seet±on-46tattittPt-o£-the-fnternal-Reventle-eode 

oE-l954,-or-as-seet±on--46tattittPt--may--be--~eft~mbered--or 

ameftded,--a~e--ftot--to-be-inel~de~-~ft-the-eomp~tation-of-tfte 

~nvestment-eredit7-~he-eredit-is-ailowed--Eor--the--p~reha~e 

aftd--±n~tallat±on--o£--eerta!n-q~al±Eied-property-def±ned-by 

seetion-38-o£-the-fnternal-Reven~e-eode-of-l954T-as-ameftded, 

i£-the-property-meets-aii-of-the--£ollowin9--quali£±eations~ 

tat--±t-was-plaeed-±n-serv±ee-±n-Montanat-and 

tbt--±t-was-~sed-for-the-prodttetion-o£-Montana-adjtt~ted 

gross-income7 

tit--~he--amo~nt--of-the-eredit-ailowed-for-the-taxable 

year-is-5,-of-tfte-amo~nt-o£-eredit-determ±ned-ttnder--seetion 

46tattrt--o£--tfte-fnternal-Reventte-eode-o£-i954,-as-amended7 

or-as-seetion-46tattit-may-be-renbmbered-or-amendedo 

t3t--Notwithstanding-the-provisions-of-sttbseetion--t%t, 
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the--investment--credit-allowed-for-the-taxable-year-may-not 

exeeed-the-taxpayer~s-tax-ltability-for-the-taxable-year--or 

$500,-wh~ehe~er-~s-le~~· 

t4t--lf--property--for--whieh--an--investment-eredit-i~ 

eiaimed-i~-~sed-both-inside-and-o~tside-this-state,--enly--a 

~ertion--o£--the--credit--is--al~owedo--~he--ered!t--mtt~t-be 

apport±oned-aeeor~±ng-to-a-fraet±on-the-nttmerator--or--which 

is--the--nttmber-o£-day~-dttring-the-taxabie-year-the-prop~rty 

vas-ioeated-in-Montana-and-the-denom±nator-of-which--is--the 

nttmber--of--days--d~r±ng-the-taxabie-year-the-taxpayer-owned 

the-property7-~he-investment-eredit-may-be-appiied--only--to 

the--tax--iiabil±ty-o£-the-taxpayer-who-purehases-and-piaees 

in-serviee-the-property-for-whieh-an--investment--eredit--~s 

elaimedo--~he--eredit--may--not-be-aliocated-betweeft-spottses 

aniess-the-property--is--~eed--by--a--partnership--or--smail 

bttsiftess---eorporation---of---whieh--they--are--partners--er 

~hareholderso 

tSt The investment credit ailowed--by--this--seetion 

taken by a taxpayer pursuant to this chapter is subject to 

recapture as provided for in section 47 of the Internal 

Revenue Code of--1954,-as-amendedr-or-as-seetioft-4~-may-be 

renttmbered-or-arn.ended." 

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

read: 

"15-30-303. 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 (1) through (4) of 

this section shall be punished by a fine not exceeding 

$1,000 or by imprisonment in the county jail not exceeding 1 

year, or both, at the discretion of the court, and if the 

offender be an officer or employee of the state, he shall be 

dismissed from office and be incapable of holding any public 

office in this state for a period of 1 year thereafter. 

{6) Notwithstanding the provisions of this section, 

the department may permit the comrnissione~ 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 investiga' ;on of 

the income or return of income of any individual, b,lt such 

permission shall be granted or such information furnished to 

such officer or his representative only if the statutes of 

the United States or of such other state, as the case may 

be, grant substantially similar privileges to the proper 

officer of this state charged with the administration of 

this chapter. 

(7} Further, notwithstanding any of the provisions of 

this section, the department shall furnish~ 

tat--to--the--departmen~--ef--;n~tiee--a%~--in£ormat~on 

neeessary-to--identify--the~e--pe~~ons--q~a~ifying--fer--the 

addition~i-e~emptien-fer-bl~ndness-p~rs~an~-to-i5-39-ll~t4t7 

fe~--the--pttrpose--of--enabling-th~-department-of-jttstiee-te 

administer-the-pro~isions-ef-61-5-195~-and 

fbt 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-eiect that has made a 

valid election under Subchapter S of Ch~pter 1 of the 

Internal Revenue Code is not ~o--be subject to the taxes 

imposed by this chapter. 

t~t--if--a-sm8~~-b~s~n~as-eo~poraeion-mekes-an-ei~et~on 

~nder-stt8seet%on-tlt,-then~ 

tat--vith--respeet--to--the--eaxabre---years---of---the 

eorpo~ation--£o~--wn~en--s~eh--~leetion--is--in-erreet1-sueh 

ee~poration-~s-not-sttbjeet-to--tne--taxes--impos~o--ey--thia 

ehapter--and1 --with--respeet--to--stteh-taxabie-years-and-all 

stteeeedin~-ta~ab~e-years,-tne-pro~isions-of-this-part--app~y 

to-stteh-eorperation~-and 

tbt--with-~espeet-to-tfte-taxable-years-e£-a-sha~ehoider 

of-sneh-eorporation-in-wh~eh-or-with-whieh-the-taxabie-yeare 

of-the-eorporation-for-whieh-atteh-eieetion-is-in-eff~et-end, 

the--provisions--of-this-part-appiy-to-stteh-sha~ehoide~,-and 

with-respeet--te--~tteh--taxabie--yea~s--and--all--s~eeeeding 

taxabie--years,--the--pro~isions--o£-this-pert-apply-to-stteh 

she~reholdero 

t3t--An-eleetion-under-sttbseetion-tlt-must-be--made--in 

aecordanee--with--rules--preseribed--by--tne--departmen~--oE 
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reventte. 

(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 Ch.~~-r l 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 incom~~-~~ 

tax under both this chapter and chapter 30. For tax years 

beginning on or after January 1, 1987, but before March 1, 

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

Thereafter, the election must be filed by the 15th day of 

the third month of the taxable year for which the ~!-~ction 
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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. 

(4) This e~eet±on section is not effective unless the 

corporate net income or loss of s~eh--eiee~ing the 

nonelecting small business corporation is included in the 

stockholders• sdj~~ted-gro~s income e~-de~ined-±n-15-36-lll. 

(5) Every eleet-i:r'lq nonelecting small business 

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

required by 15-31-204." 

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

read: 

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

unaffected. Notwithstanding the provisions of 15-31-121 

corporations eleeting-and qualifying under 15-31-202 shall 

pay a minimum fee of $10. 1
' 

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

read: 

"15-31-209. Termination and revocation. It the 

election under the provisions of Subchapter S is either 

terminated or revoked for federal purposes, the corporation 

must notify the department within 30 days of such 

termination or revocation. The-depertment-may--term±n~te--an 

eleet-i:on--et--any--t±me-if--i:t-di~eovers-the-eorporation-dee~ 
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net-q~e~ify-as-e-sm~%i-b~ein~ss-eer~oret±on-as-previded--£or 

~nder-ene-pro~isiens-of-S~beftapeer-S-of-the-fnternal-ReYen~e 

eede--o£--1954• A corporation that does not have a valid 

federal election for the entire taxable year is subject to 

tax under this chapter." 

Section 26. Section 15-32-402, MCA, is amended to 

read: 

"15-32-402. commercial investment credit 

wind-generated electricity. (1) An individual, corporation, 

partnership, or small business corporation as defined in 

i5-3i-%8l 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 eE-%954,-a~-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 enerqy 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 

costs include only those expenditures that qualify under 

section 38 of the Internal Revenue Code o£-1954,-as-amen~~d, 

and that are associated with the purchase, installation, or 

upgrading of~ 

(a} generating equipmenti 

(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. 

13) 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-S-408, MCA, is amended to read: 

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

compiler's comments) 

license, and cigarette 

Percentage of 

tax pledged. 

income, corporation 

(1) @The state 

pledges and appropriates and directs to be credited as 

received to the debt service account rr' 10% of all money, 
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exeept---as---provided---±n--r5-3i-~9iT ~eceived from the 

collection of the individual income tax and 11\ of all 

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

collection of the corporation license and income tax 

referred--to as provided in 15-l-501L and such additional 

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

to comply with the principal and interest and reserve 

requirements stated in 17-5-405(4),-provided-that~ 

~ no No more than ll' the percentages described in 

subsection (lj_~ of such tax collections shall-be-deemed-to 

~ be pledged for the purpose of 17-5-403(2). The pledge 

and appropriation herein made shall be and remain at all 

times a first and prior charge upon all money received from 

the collection of said taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 79.75% of all money 

received from the collection of the excise tax on cigarettes 

which is levied, imposed, and assessed by 16-11-111. The 

state also pledges and appropriates and directs to be 

credited as received to the debt service account all money 

received from the collection of the taxes on other tobacco 

products which are or may hereafter be levied, imposed, and 

assessed by law for that purpose, including the tax levied, 

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

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

outstanding long-range building program bonds. 

the provisions of the preceding sentence, the 

Subject to 

pledge and 

appropriation herein made shall be and remain at all times a 

first and prior charge upon all money received from the 

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

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

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

campi ler 's comments} Percentage of income, corporation 

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

pledges and appropriates and directs to be credited as 

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

exeep~---a~---prov±ded---tn--rS-3%-~9%,. received from the 

collection of the individual income tax and 11% of all 

mon~y, except as provided in 15-31-702, received from the 

collectio~ __ Ef 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)r-prov±ded-e~ae~ 

~ ftO No more than ii% the percentages described in 

subsection (l)(a) of such tax collections ~haii-be-eeemed-to 

~ be pledged for the purpose of 17-S-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 a 1 l 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-ll-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 retirement 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. 

"19-4-706. 

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

Exemption from ea~e:tion ~ 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 provided in ~5-30-111, 

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-S-704. Exemption from taxes and legal process. Any 

-60-



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 11153/'01 

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

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

these shall be exempt from any state or municipal tax to the 

extent provided in 15-30-lll 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: 

(l) exempt tram 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 provided in 

19-6-706 o II 

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

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

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

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

these is: 
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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 19-8-805. Exemption from taxes and legal process. Any 

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

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

these is: 

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

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

under 19-8-503 of the member's contributions picked up by an 

employer after June 30, 1985, as provided in 19-8-502; 

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

or any other process; and 

(3) 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 

-62-



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 1853/0l. 

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 19-9-60l.q 

Section 35. Section 19-13-1003, MCA, is amended to 

read: 

11 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 tax to 

the extent provided in 15-30-111." 

Section 36. Section 53-2-101, MCA, is amended to read: 

''53-2-101. Definitions. Unless the context requires 

otherwise, in this chapter the following definitions apply: 

(1) "Department" means the department of social and 

rehabilitation services provided for in Title 2, chapter 15, 

part 22. 

(2) ''Public assistance" or ''assistance'' means any type 

of monetary or other assistance furnished under this title 

to a person by a state or county agency, regardless of the 

original source of the assistance. 

{3) "Needy person" is one who is eligible for public 

assistance under the laws of this state. 

(4) "Net monthly income'' means one-twelfth of the 

difference between the net taxable income for the taxable 

year as the term net taxable income is defined in 15-30-101 
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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: 

''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 purposesi 

(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 
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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 withi~---~n~--m~aning--of 

±5-39-%±±t~tt8t 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 

covenant, agreement, 

additional powers 

by resolution make and enter into any 

or indenture and may exercise any 

authorized to be exercised by a 

municipality under Title 7, chapter 7, parts 44 and 45. 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 i~ included, may 

by resolution covenant that in the event that at any time 

all revenues, including taxes, appropriated and collected 

for such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency; and may further covenant that at any time a 

deficiency is likely to occur within 1 year for the payment 

of principal and interest due on such bonds, it will levy a 

general tax upon all the taxable property in the 
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municipality for the paym@nt of such deficiency, and such 

taxes are not subject to any limitation of rate or amount 

applicable to other municipal taxes but are limited to a 

rate estimated to be sufficient to produce the amount of the 

deficiency. In the event more than one municipality having a 

population in excess of 10,000 is included in an authority 

issuing bonds pursuant to this chapter, the municipalities 

may apportion the obligation to levy taxes for the payment 

of, or in anticipation of, a deficiency in the revenues 

appropriated for such bonds in such manner as the 

municipalities may determine. The resolution shall state the 

principal amount and purpose of the bonds and the substance 

of the covenant respecting deficiencies. No such resolution 

becomes effective until the question of its approval has 

been submitted to the qualified electors of the municipality 

at a special election called for that purpose by the 

governing body of the municipality and a majorlty 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 

obliqation 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 {1) 

above." 

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

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

for %985-86 1987-88. (1) For each elementary school having 

an ANB of nine or fewer pupils, the maximum shall be $~97959 

$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 $19 7 959 $19,957 plus $834~19 

$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 $3i 7 '1l,. $32,71_! 

plus $834ol9 $834 per pupil on the basis of the average 

number belonging over 14. 

(4) For schools wi-th an ANB of 18 pupils and employing 

one teacher, the maximum shall be $~~r466 $27,463 plus 

$834~%9 $834 per pupil on the basis of the average number 

belonging over 18, not to exceed an ANB of 25. 

(5) For schools with an ANB of 18 pupils and employing 
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two full-time teachers, the maximum shall be $43T85% $43,847 

plus $5iiT48 $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) For 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 

incorporated limits of a city or town shall be 

one school for the purpose of this schedule. 11 

within the 

treated as 

Section 39. Section 20-9-317, MCA, is amended to read: 

"20-9-317. High school maximum budget schedule for 

-69-

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 1853/0l 

%985-86 1987-88. (l) For each high school having an ANB of 

24 or fewer pupils, the maximum shall be $~i37T99 $113,696. 

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

24 pupils, the maximum $4,?39 $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 $~,34~ $2,341 shall be decreased by 

$iT38 ~ 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.n 

Section 40. Section 20-9-318, MCA, is amended to read: 

11 20-9-318. Elementary school maximum budget s~hedule 

rer-%986-ST-and-stteeeediftg-years for 1988-89 and succeeding 

years. For i996-87 1988-89 and succeeding school years, the 

elementary school maximum budget schedule is as follows: 

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

or fewer pupilst the maximum shall be $~9,%59 $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 $i8,i58 $19,558 plus $84i~5a 

$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 $33794i $32,057 

plus $84iT59 $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 $%~~~41 $26,914 plus 
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$84~•58 $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 $44,%99 $42,970 

plus $5%7•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 $ir95~ 

$1,899 shall be decreased at the rate of $~.99 ~ 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 $lr843 $1,788 shall be decreased at 

the rate of $iTT• ~ 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 $~7496 $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 

(ANB). All elementary schools operated within 
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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. Section 20-9-319, MCA, is amended to read: 

"20-9-319. High school maximum budget schedule for 

±986-8~-~ftd-stteeeed±ng--years for 1988-89 and succeeding 

years. For 1986-81 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 $±±4T845 $111,422. 

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

24 pupils, the maximum $~t78S $4,643 shall be decreased at 

the rate of $i6~%Q $25.32 for each additional pupil until 

the ANB shall have reached a total of 40 such pupils. 

(3) For a school having an ANB of more than 40 pupils, 

the maximum of $4,368 $4,237 shall be decreased at the rate 

of $~67%9 ~~ for each additional pupil until the ANB 

shall have reached 100 pupils. 

(4) For a school having an ANB of more than 100 

pupils, a maximum of $~788~ $2,718 shall be decreased at the 

rate of $4a31 ~ for each additional pupil until the ANB 

shall have reached 200 pupils. 

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

pupilsr the maximum of $~t365 $2,295 shall be decreased by 

$?~46 $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 $%,%iS $2,062 shall be decreased at 

the rate of 44 ~ cents until the ANB shall have reached 600 

pupils. 

(7) For a school having an ANB over 600 pupils, the 

maximum shall not exceed ~1,993 $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. 11 

Section 42. Section 20-9-343, MCA, is amended to read: 

11 20-9-343. Definition of and revenue for state 

equalization aid. (1) As used in this title, the term "state 

equalization aid'' means those moneys deposited in the state 

special revenue fund as required in this section plus any 

legislative appropriation of moneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative 

equalization aid shall be made 

appropriation 

in a single 

for state 

sum for the 

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

earmarked revenues provided in subsection (3), as required 

for foundation program purposes throughout the biennium. 

(3) The following shall be paid into the state special 

revenue fund for state equalization aid to public schools of 

the state: 

{a) %5' 31.8t of all moneys received from the 

collection of income taxes under chapter 30 of Title 15; 

(b) 25% of all moneys, except as provided in 

15-31-702' received 

license and income 

provided by 15-1-501; 

from the collection of corporation 

taxes under chapter 31 of Title 15, as 

(c) 10% of the moneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15: 

(d) lOOt 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 
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into the same state special revenue fund~ 

(4} Any surplus revenue in the state equalization aid 

account in the second year of a biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium [or may be transferred to the state permissive 

account if revenues in that fund are insufficient to meet 

the state's permissive amount obligation].~ 

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 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, 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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1 NEW SECTION. Section 47. Extension of authority. Any 

2 existing authority of the department of revenue to make 

3 rules on the subject of the provisions of this act is 

4 extended to the provisions of this act. 

5 NEW SECTION. Section 48. Coordination. If House Bill 

6 No. 2 as it passes the House of Representatives is amended 

7 

8 

in the Senate, this act is void. 

NEW SECTION. Section 49. Effective date 

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

10 on passage and approval. 

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

12 (3) Unless otherwise specified or required by a 

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

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

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

16 (4) Sections 23 through 26 apply retroactively, within 

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

18 that have made a valid election under Subchapter S of 

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

20 31, 1986, and for tax years ending after December 31, 1986. 

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

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

23 NEW SECTION. Section 50. Termination. Section 43 

24 terminates December 31, 1989. 

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

In compliance with a written request, there is hereby submitted a Fiscal Note for HB904, as amended. 

DESCRIPTION OF PROPOSED LEGISLATION: 
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; and providing 
effective dates, a retroactive applicability date, and a termination date. 

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

noted. 
2. Individual income tax collections will be $208,088,000 in FY88 and $229,991,000 in FY89. (REAC) 
3. The proposed rate table will raise an additional $5,700,000 a year over current law estimates. The proposed 

$3,600 retirement exclusion reduces the additional revenue to $500,000 each year. (DOR) 
4. The 107. surtax will raise $25,450,875 in FY88 and $18,981,634 in FY89. 

FISCAL IMPACT: 
Revenues: 

Current Law 
Individual Income Tax $208,088,000 

Fund Information: 
State General Fund $133,176,320 
School Equalization 52,022,000 
Debt Service Fund 22,889,680 
Windfall Reserve Fund 0 

,Y_ DATE 3 
DIRECTOR 

Office of Budget and Program Planning 

FY88 
ProEosed Law 
$234,038,875 

$128,935,625 
70,449,362 
22,153,888 
12,500,000 

FY89 
Difference Current Law ProEosed Law Difference 
$25,950,875 $229,991,000 $249,472,634 $19,481,634 

($ 4,240,695) $147,194,240 $137,918,073 ($ 9,276,167) 
18,427,362 57,497,750 75,357,298 17,859,548 

( 735,792) 25,299,010 23,697,263 ( 1,601,747) 
12,500,000 0 12,500,000 12,500,000 

~/> DATE 
JO~P, PRIMARY'SP~SOR 

Fiscal Note for HB904, as amended. 
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Fiscal_Note Reqpest, HB904, as amended. 
1 ,,,, Form BD-15 ,, , l,,,.. 

Page 2 

Ex12enditures: 
Maximum General Fund 

Budget Without A Vote $285,435,283 $285,435,283 $ 0 $286,184,919 $286,184,919 $ 0 

Funding of ExEenditures: 
State, County, District 

Revenue $232,792,491 $251,219,853 $ 18,427,362 $242,729,130 $260,588,678 $ 17,859,548 
General Fund Support 52,642,792 34,215,430 ( 18,427,362) 43,455,789 25,596,241 ( 17,859,548) 

Net Impact To The 
General Fund -- 25,950,875 -- -- 19,481,634 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
Se,ction 45 establishes a $96 million general fund appropriation, for state equalization aid. Based on the -bill as 
amended, only'$59.812 million would be necessary to fund state equalization aid at the rates contained in this 
legislation. 

'tli -'"' !4 'I" ~ 
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RE-REFFERED AND 
APPROVED BY COMMITTEE 
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AS AMENDED 

HOUSE BILL NO. 904 

INTRODUCED BY HARP, DONALDSON, MILLER, WINSLOW, SPAETH, 

HARPER, KADAS, KEENAN, REAM, NEUMAN, BRANDEWIE, LORY 

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-ll33, 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, ~9-9-3%6-thre~gh 20-9-318, 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 LEGISLA'fURE OF THE STATE OF MONTANA: 

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

~n• ''"'""'•• counc" 
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''1-1-207. Miscellaneous terms. Unless the context 

requires otherwise, the following definitions apply in the 

Montana Code Annotated: 

(1) "Bribe" means anything of value or advantage, 

present or prospective, or any promise or undertaking to 

give anything of value or advantage, which is asked, given, 

or accepted with a corrupt intent to unlawfully influence 

the person to whom it is given in his action, vote, or 

opinion in any public or official capacity. 

( 2) "Intern~~-- Revenue Code" means the Internal Revenue 

Title __ enacted August 16, 1954, . ~nd redesignated as the 

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

99-~14t as amended. 

tZt.L~~ "Peace officer" means any person described in 

46-1-201(8). 

t3till "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 aut of any 

revenues of the authority, including revenues derived from: 

-2- HB 904 
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(a) 

(b) 

(C) 

any port or transportation and storage facility; 

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

grants or contributions from the federal 

government; or 

(d) other sources. 

(2) The bonds may be issued by resolution of the 

authority, without an election and without any limitation of 

amount, except that no bonds may be issued at any time if 

the total amount of principal and interest to become due in 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year 1 as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

pos::.:ible to impose, maintain, and collect rates, charges, 

rentals, and taxes, if any are pledged, sufticient to make 

the revenues from the pledged source in such year at least 

equal to the amount of principal and interesl 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 
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limitations or restrictions regarding the source from which 

such principal and interest are payable. 

{4) Bonds issued by an authority, county, or 

municipality pursuant to the provisions of this part are 

declared to be issued for an essential public and 

governmental purpose by a political subdivision wit~i~-th~ 

meaning-of-15-39-lllt~ttat for purposes of tax exemption 

det~!~~~ations 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 revenues referred to in this part, 

prior to the payment of current costs of operation and 

maintenance of the facilities.'' 

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

''7-34-2416. Tax-exempt status of bonds. Bonds issued 

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

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

and governmental purpose by a political subdivision with+n 

the-meaning-o£-%5-::tS-i:i:Zti!ttat for purposes o_~ tax exemption 

determinations under the In~ernal Revenue Code." 
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Section 4. Section 15-l-101, MCA, is amended to read: 

"15~1-101. Definitions. (l) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined ln 

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 "assessed value'' means the value of 

property as defined in 15-8-111. 

(c) The term 11 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'1 , when used to describe 

property, means any property used or owned by a b11siness r 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: 

tA) agricultural lands; 

{B) timberlands; 
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(C) single-family residences and ancillary 

improvements and improvements necessary to the function of a 

bona fide farm, ranch, or stock operation; 

(D) mobile homes used exclusively as a residence 

except when held by a distributor or dealer of trailers or 

mobile homes as his stock in trade; 

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

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

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

(e) The term ''comparable property'' means property that 

has similar use, f11nction, and utility; that is influenced 

by the same set of economic trends and phy~ical, 

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 housetraller is presumed to be an improvement to 

real property. A mobile home or housetrailer may be 

determined to be permanently located only when it '~ 

attached to a foundation which cannot feasibly be relocated 
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and only when the wheels are removed. 

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

Revenue Title enacted August 16, 1954, an~ redesignated as 

the "Internal R~yenue Code of 1986" by section 2 of Public 

Law 99-514, as amend~d. 

thtlli The term "leasehold improvements" means 

improvements to mobile homes and mobile homes located on 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasehold improvements are a lien 

only on such leasehold improvements. 

t±t.!Jl The term ''livestock'' means cattle, sheep, 

swine, goats, horses, mules, and asses. 

t;till The te1-m "mobile home'' means forms of hoL:.sing 

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

exceeding 8 feet in width or 45 feet 1n length, designed to 

be moved from one place to another by an independent power 

connected to them, or any "trailer 11 , ' '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''. 
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all chickens, 

raised in 

domestication to produce food or feathers. 

tmti!!l The term 11 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. 

tntlE?l_ 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 15F 

chapter 23, part 8; all timber belongiGg to individuals or 

corporations growing or being on the lands of the United 

States; and all rights and privileges appertaining therelo. 

t~tfrl The term "taxable value" means the percentage 

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

through 15-6-140. 

(2) Th<> phrasE> "municipal corporation" or 

''mutlicipality'' or ''taxing unit'' shall be deemed to include a 

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

irrigation district, drainage district, or any person, 
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persons, or organized body authorized by law to establish 

tax levies for the purpose of raising public revenue. 

(3) The term "state board" or "board" when used 

without other qualification shall mean the state tax appeal 

board." 

NEW SECTION. Section 5. Income tax windfall reserve 

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

in the state special revenue fund. 

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

million received in each fiscal year from the collection of 

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

deposited in the income tax windfall reserve account in the 

state special revenue fund for the purpose of providing a 

reserve to 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. (1} The state treasurer 

shall deposit to the credit of the state general fund all 

moneys received by him from the ~ollection of: 

{a) fees from driver's licenses, motorcycle 
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endorsements, and duplicate driver's licenses as provided in 

61-5-121; 

(b) electrical energy producer•s license taxes under 

chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone [company] license taxes under chapter 

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) se~enty-five-percent-o£-~ll-moneye--reee±veO--from 

tke---eoiiect±on--of--ineome--te~e~--Hnd~r--chapt~r--39--and 

eorporat~on-l±een~e--end--ineome--texe~--ttnder--ehapter--3r7 

exeept--a~--provi~e0-in-l5-3i-19~,-~nall~be-depoeited-in-the 

general-fund-sttb;eet-to-the-pr±or-p~ed~e--and--approprietion 

o£--~t~eh-- i neorn.e- tl!x-·and-eorpor a t±on-± ± r=enee- te:x -eoi l-eetione 

£or-the-pt~yrn.ent-of-iong-rt~nge-builO±n9---pro9ram--bonO~.--~ne 

rern.ain±n~--~5%--o£--the--proeeed~-of-the-eo~pore:t±on-lieen~e 

tax 7 --exe±t~d±ng--that--alloeated--to--the---eot~nt±es---tlnder 

±5-3T-~9~7--eorporation--ineome-tax,-a~O-ineome-tax-ehal±-be 

depoeited-to-the-eredit-of-the-etate--~peeial--revent~e--fund 

for-etate-~qtlalizat±on-aid-to-the-pHbl-ie-eehool~-of-Montenao 

~~~~ys received from the culle~?_t_iQ!1.___2_[ income taxes 

under chapter 30 of this title that is not deposited in the 
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income tax windfall reserve account pursuant to (section 5] 

shall be deposited as follows: 

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

(b) 10\ to the credit of the debt service account for 

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

and 

(c) 31.8\ to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

{3) All moneys received from the collection of 

corporation license and income taxes under chapter 31 of 

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

~osited as follows: 

~ 64% to t~e credit of the state general fund; 

121_ 11\ to the credit of the debt service account for 

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

and 

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

fund for state equalization aid to the public scho~~ 

Montana as described in 20-9-343. 

t3ti!l The state treasurer shall also deposit to the 

credit of the state general fund all moneys received by him 

from the collection of license taxes, fees, and all net 

revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 
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t4t~ Thirty-three and one-third percent of the total 

collections of the oil severance tax under chapter 36 shall 

be deposited into the local government block grant account 

within the state special revenue fund. After the 

distribution provided for in 15-36-112, the remainder of the 

oil severance tax collections shall be deposited in the 

general fund." 

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

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

chapter, unless otherwise required by the context, the 

following definitions apply: 

(l) ••ease year structure" means the fellowing-eieme~t3 

of-th~-~neome-t~x-3t~~et~re~ 

tet--the tax brackets established in 15-30-103# but 

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

June 30 of the taxable year; 

tbt--the---exem~tio~~---eonta±~ed---in--15-38-ii~,--b~t 

~nad;tleted-ey-~~b3eetion~--t7t--and--t8t--of--l5-39-ll~,--±n 

effeet-on-Otlne-39-oE-the-taxable-year; 

tet--the---maxim~m---~tandard---ded~etion--p~ov±ded--±n 

15-39-li~,-btlt-tlnadjasted-by-subseetion-trt-of-15-39-liZT-in 

e££ee~-on-aane-39-or-tfte-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 
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statistics of the U.S. department of labor. 

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

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

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as herein defined. "Stock dividends'' means new 

stock issued, for surplus or profits capitalized, 

shareholders in proportion to their previous holdings. 

to 

(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 11 foreign government 11 means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

( 7) 11 Gross income" means the taxpayer's gross income 

for federal income tax purposes as defined in section 61 of 

the Internal Revenue Code or-%954-or-ae-that-~ee~±en-may-be 

iabeled--o~--8mended,--exel~ding--nnemployment--compensation 

inel~ded--in--£edera~--groee--±neome-~nder-~he-provieione-or 

seet~on-85-o£-tke-!nternal-Reven~e-eode-o£-%954-as--amended. 

(6) "Inflation factor'' means a number determined for 

each taxable year by dividing the consumer price index for 

June of the taxable year by the consumer price index for 
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June,-%989 1987. 

(9) "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, employers, and all officers 

and employees of the state or of any municipal corporation 

or political subdivision of the state, having the control, 

receipt, custody, disposal, or payment of interest, rent, 

salaries, wages, premiums, annuities, compensations, 

remunerations, emoluments, or other fixed or determinable 

annual or periodical gains, profits, and income with respect 

to which any person or fiduciary is taxable under this 

chapter. 

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

(11) "Net taxable income 11 meane--the--ad.jtl~ted--9re~~ 

~fteeme--oE--a--taxpaye~--~e~~-the-ded~etiens-a!!owe~-by-th~s 

ehe:pter is the federal taxable income of a !_axpa~~ 

includ~int~rest received ~rom obligations of another 

state or political subdivision t~ereof, less the adj~_s_t:_!l_!_ents 

specified in 15-30-111. 

~--· '~fi?_n_Fesid~nt 11 refers to a person who has not 

established a residence in this state during the ~axable 

y"~_ar~ 

t-l-2t.1...!:._ll "Paid", tor the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 
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incurred, and the terms "paid or incurred" and "paid or 

accrued" shall be construed according to the method of 

accounting upon the basis of which the taxable income is 

computed under this chapter. 

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

resident of this state and another state during the 

taxpayer's taxable year. 

t:t:3t1_ill "Purposely" is as defined in 45-2-101. 

fl:4t.t.!!l "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. 

tT5t1!11_ "Resident" applies only to natural persons and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter with reference to the income of 

any taxable year, any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

from the state and has not established a residence 

elsewhere. 

tT6t-•~axab%e-ineome•-means-the-ad;Hst~d--gro~~--i~eome 

or--a--taxpayer--±ess-the-~e~~eeions-and-exempt±on~-provided 

fer-~n-th±~-ehepeero 

tr-Yti.!..!l "Taxable year" means the taxpayer•s taxable 
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year for federal income tax purposes. 

t3::9tilll "Taxpayer., includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations." 

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

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

collected, and paid for each taxable year commencing on or 

after December 31, %968 1986, upon the net taxable income of 

every taxpayer subject to this tax, arter-makinq-allowanee 

£or-e~emption~-and-~e~tte~ion~-ae-hereinftfter-prev±~ed except 

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

brackets of net taxable incomeL as adjusted under subsection 

tit 1llL at the following rates: 

tat--on--the-f±rst-$it888-o£-texab%e-±neome-or-any-part 

thereofr-i%; 

tbt--on-the-next-$it889-of-taxable-ineome-or--eny--~ert 

eh~reefr-3%; 

tet--on--ehe--next-$it999-o£-ea~abie-±neome-or-any-part 

thereo£,-4%; 

tdt--on-the-nexe-$i,999-o£-tazabie-ineome-or--any--pere 

thereof,-5%; 

tet--on--the--next-$it999-of-taxab%e-ineome-or-any-pert 

thereof 7 -6%~ 

tft--on-the-nexe-$%t868-o£-taxab~e-ineome-or--eny--part 

thereo£7-~%; 
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t~t--en--the--next-$4..,688-o£-taxabie-ineeme-or-any-part 

tfte~eof..,-8to,. 

tnt--on-the-next-$6T889-er-taxabie-ineome-or--any--part 

theree£7-9•~ 

tit--en--the-next-$%57969-o£-taxable-income-or-any-part 

thereor,-te,, 

t1t--on-any-taxable-%neome-~n-exce3s-of-$35,999-or--any 

part-thereo£..,-li'• 

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

taxable income; 

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

~6% of net taxable income over $4,500i 

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

of net taxable income over $12,000. 

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

e~ch 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 ~et taxable income, as adjusted under 

subsection (3), at the follow!ng rates: 

{a) $0 to ~2,250 of net taxable income, 4\ of net 

taxable income,; 

1£L over $2,25~ to $6,000 of net ~~xable income, $90 

~ 6% of ne~ taxable income over $2,250; 

.l.£L over $6.!000 of net taxable inca_~_!', $315 plus ?j__of 
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net taxable income over $6,000. 

t~t~ By November 1 of each year, the department 

shall multiply the bracket amount contained in s~bsee~ion 

subsections (1) an~ 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 ~ttbe~etion 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. (l} A like tax is imposed upon every 

person not resident of this state, which tax shall be 

levied, collected, and paid annually at the rates specified 

in 15-30-103 with respect to his entire net income as herein 

defined from all property owned and from every business, 

trade, profession, or occupation carried on in this state. 

(2) Pursuant to the provisions of Article III, section 

2, of the Multistate Tax Compact, every nonresident taxpayer 

required to file a return and whose only activity in Montana 

consists of making sales and who does not own or rent real 

estate or tangible personal property within Montana and 

whose annual gross volume of sales made in Montana during 

the taxable year does not exceed $100,000 may elect lo pay 

an income tax of l/2 of 1% of the dollar volume of gross 
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sales made in Montana during the taxable year. Such tax 

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

and--f~eetion-lOt. 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-see~IeN~--seee~on-i9o--Monta~a--aite~native-minimttm 

tex~--tit-A-minim~m-tax-~ftarr-~e-le~ied7 -eoiiected,-and-paid 

fo~-eaeh-~axaere-year-commeneing-on-or--arter--Beeember--31 7 
l996r--~pon--the--tneome--of--eyery--taxpayer-stthjeet-to-the 

prov±~±ons-e£-th±~-ehapter. 

tit--A-person~who-is-a-res±dent-o£-Montana-~hall-£iie-a 

Moft~afte-ai~ernativ~-minimttm-~ax-re~ttrn-±£-he~ 

tet--i~--reqttired--by--seetion--55---or---the--rnternai 

Reventte---eed~,---~o--pay---a--federai--aiterftative--minimttm 

ta~~-or 

tht--has-reeeived-interest-from-ohiigation~-o£--another 

state--or-poiitieai-~ttbdivision-thereof-that-are-exempt-rrom 

taxation-pttr~ttant-tc-seetion-i93tat-o£-~he-~nternai--Reventte 

eode-and-the-amottn~-of-interest-exeeeds~ 

tit--$48,899,-if-mar~ied-fiiing-jointly~ 

tiit-$38,999,-i£-single-or-ftead-or-hottsehoid~ 

tiiit-~~e,eos,-if-married-fiiing-separate±y~ 

t3t--~--person--who--is--a--nonresident--or--who--is--a 

part-year--resident--ef--Montana--shei~---fiie---a---Montana 
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alternative--minim~m--tax--ret~rn--if-he-has-ene-er-aore-tax 

preferenee-items-as-defined-in-seetions-55-throttgh-59-of-the 

~nternai--Revefttt~--eee~--thet--are--a~tribttteb%e--to--ifteeme 

de~ived--f~om-sottrees-in-th±s-state-8nd-that-±ncome-exeeeds~ 

tat--$49r999r-±f-married-fiiin~-jeifttiyT 

tbt--$39,899;-if-sin~ie-or-head-o£-he~eeheld; 

tet--$~9r9997-±f-married-f±%±n~-separate%yo 

f4t--Po~-a-~esideftt,-the-taxpeyer~s-federai-aiternat±Ye 

m±n±mnm-taxabie-income1 -iess-the-applicabie-exempt±en-ame~nt 

prov±ded-fo~-±ft-eeet±on-55-e£--tbe--fnternar--Revenae--eode, 

mnet--be--inereaeed--by-the-amo~nt-ef-±nterest-rece±ved-frem 

ebl±gat±ons--o£--another--state--or--poiit±eai---s~bd±vis±on 

thereo£ 7 -whieh-sttm-eheii-be-redneed-by-the-fol±ow±ng• 

tat--aii--±nterest--reeeived--from--obligations--ef-the 

an±ted-S~ates-government; 

tbt--ali-railroad-retirement-benef±ts;-and 

tet--aii-±ncome-earned--by--an--enrolled--member--o£--a 

fede~aliy--reeognized--~nd±an-tr±be-wh±ie-i±v±ng-8nd-working 

on-a-fed~r~ily-eetabiished-~nd±an-reservat±ono 

t57--tat-Por-a-nonresident-or-part-year--reeident7 --the 

taxpayeris--federal-alterna~ive-minimttm-taxable-±neome,-iess 

the-8pplicabie-exempt±on-amount-provided-for-±n--seetien--55 

ef--the-~nte~"ai-Revefttte-eofteT-mtt~t-be-prorated-to-determine 

hi~-Montana-alternat±ve-minimtlm-taxae~e-ifteomeo-~he-prorated 

±neome--±~--arr~v~d--8t--by--d±vid±ng--the--Mentana---±neome 
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dete~mined--pttrsnant--te--i5-36-~3~--or--t~ectien-Y3t-by-the 

£ederal--~o;~~ted--9ross---ineome---and---m~ltiplying---tftis 

pereenta9e--by--the--taxpayer~e--£ederal-alternative-minim~m 

taxa8le-ineome. 

tbt--~ne--taxpayer~s---prorated---Montana---aiternative 

minimttm--taxable--ineome--±s--then--ad;usted--to-inelttde-the 

interest-~eceived-£rom-obligatiens-of--another--state--or--a 

politieal--sttbd±vision-thereot,-·i£-the-~nterest-is-ttsed-in-a 

trade,-oeenpation,-or-bttsiness-earried-on-±n-this-state; 

tet--~he--taxpayer~s---prorated---Montana---alternative 

m±n±mum-taxable-income-must-then-be-red~e~d-by~ 

tit--all--~n~ere~t--reeeived--Erom--ob~~~a~ion~--o£-~he 

~nited-S~ate~-government; 

t~it-a±~-railroad-ret~rement-benef±t~,-and 

tiiit-a±l-±neome-earned-by--an--enrolled--member--o£--a 

Eederally--reeoqni~ed--fndian-tr±be-while-~iYing-and-working 

on-a-Eederally-e~~ab!i~hed-fndian-reservat±ono 

tdt--Por---resident~r---nonre~iden~e,---and---p~rt-year 

reeidents,---a---tax---rate---o£--5,--~ha±±--be--applied--to 

the--Montana--alternative--min±m~m---taxable---incomeo---The 

taxpayer---shall---pay--the--greater--amo~nt-o£-the--Montan~ 

aiternative--minim~m---tax---or---the---tax---prov±ded---for 

in':' 

t±t--l5-38-llt7 -if-a-re~ide~t; 

t±±t-±5-3B-l3l 7 -i£-a-nenre~±den~o-or 
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tii±t-tseet±on-l3TT-±E-a-part-year-reeidento 

t6t--Baeh--taxpayer--~hal±--~~rn±8h--w~~~--hie--Montana 

a±~ernat±ve--m±n±mttm--~ax--ret~rn--a--eopy--o£--h±~--Eeder.al 

alterna~ive-minimnm-~sx-retttrn. 

Section 10. Section 15-30-111, MCA, is amended to 

read: 

"15-30-111. Adjtt~~ed--qroee Montana net taxable income 

for residents. (1) Ad]ttsted-qroe~ Montan~ ne~ taxable income 

for residents shall be the taxpayer's federal %ncome--tax 

ae;tteted--groes taxabl~ income as defined in eeeeion-6~-of 

the Internal Revenue Code o£-1954-or-as-~hat-see~±on-may--be 

labeied--or--emendee and in addition shall include the 

following: 

(a) all interest received on obligations of another 

state or--ter~itory--or--eo~~ty,-mtlnieipality7 -d±striet 7 or 

other political subdivision thereof; 

(b) ~ refunds received of federal income tax in 

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

reduction of Montana income tax liability~-and 

tet--that--portion--o£--a--~hare~oider~e--ineeme--ttnder 

sttbehepte~--So--o£-ehep~~r-l-o£-tne-internai-Reventte-€ode-o£ 

~95•-that-n~s-been-red~eed-by-any-£ed~rel-taxe~-paid-by--the 

sttbehepter-s~-eorporation-on-the--ineome. 

(2) Notwithstanding the prov1S1ons of the fede~el 

Internal Revenue Code of--1954--~~--l~beled--or--amended, 
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ad;~sted--grossr Montana net taxable income does not include 

the followingL which are exempt from taxation under this 

chapter: 

(a) all interest income from obligations of the United 

States government,---the---state---of---Moft~aftaT---eottnty, 

municipali~y,--aistriet,--or--other--po±±t±ca±---stlbd±v±s±on 

thereoe; 

tbt--±nterest--income--earned--by--a-taxpayer-a9e-65-or 

otder-±n-a-taxabre-year-np--~o--and--±nei~d±ng--$889--for--a 

taxpayer--f±l±ng-a-separate-ret~rn-and-$17699-~or-eaeh-;oint 

ret~rn; 

tet--ai±-bene~±ts-reee±ved-under-the-Pederal-Empioyees~ 

Retirement-Aet-not-±n-exeess-o£-$3,696; 

tdt--all-beneE±ts,-not-in-~xe~~~-oE-$3667--reeeived--a~ 

an--cnft~±ty,--~eft~~eft,--er--endowment--~~der--any-private-o~ 

eo~porate-ret~rement-pian-or-~ys~emt 

tet--.e:ll-beneE~t~--paid-t!nder-the--tee:eher!!.t---retireml!nt 

i.e:w-whieh-are-~pee±r~ed-.e:~-exempt-Erom-taxa~~on-by-19-4-706; 

tft--.e:ii--benefits--~aid--~nder--~he--P~b±ie-Bmpioyeee~ 

Ret~rement-Sy~~em-Ae~-whieh-are--spee±f±ed--a~--exempt--r~om 

taxat±on-by-19-3-195; 

tgt--ai±---be~efits---paid--~ftder--the--highwsy--patre± 

retirement-±aw-whieh-&re-~peeified-a~-exemp~--rrom--taxation 

by-19-6-1957 

tnt--all-Mentan.e:-ineome-tax-re£"nde-or-eredit~-thereof; 
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tit--all--benefit~-paid-ttnder-l9-ll-69iT-l9-ll-6947-and 

19-ll-695--to--retired--and--d±sabied--firefighters,---their 

SQrviving-spouses-and-orphane; 

tjt--ali--benefit~--paid--ander--the--manieipal--poiiee 

o££ieers~-retirement-system-that--are--speeiE±ed--a~--exempt 

from-taxat±on-by-19-9-lOOSt 

tKt--ga~n--reqtt~red--to--be-reeegnized-by-a-iiqttidating 

eerporstion-tt~der-l5-3l-ll3tlttsttitt7 

t%t--a%l--tips--eovered--by--seetio~--3482t~t--ef---the 

fnternal--Revenue-eode-o£-i954,-ee-ame"dee-and-appiie•D%e-on 

aan~a~y-i,-!983,-received-by-per~ons-for--~e~vieee--re~eered 

by--tftem--to--patron~--o£-premises-iicensed-to-p~ovide-£ood, 

beverage,-or-lodging; 

tmt--a±l---bene£its---received---"nder---the---wor~ers~ 

eompe"eetien-iawe;-a"d 

tnt--all--heaitft-insuranee-premitlme-paid-by-an-empioyer 

Eer-an-employee-·iE-attribated--as--income--to--tke--empioyee 

"nder-£ederai-lawo 

t3t--ln-the-ea~e-of-a-sharehelder-o£-a-eorporetion-with 

reepeet--to-whie~-~he-eleetion-pro~±ded-£or-ttnder-~ubehapter 

So-of-the-fnternal-Reventte-eode-o£-i954,-as-amended7 --is--in 

ef£eet--bnt--w±th-respeet-to-whieh-the-eiee~ion-prov±8ed-£er 

nnder-iS-3l-~9~r-as-amende~,--is--net·--in--e££eet,--adjtt~ted 

9f'Oss--ineome-does-not-inelude-any-part-oE-the-eorporetion~s 

und±stribnted-~axable-ineome,-net--operating--loss,--eapital 
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~ains--or--other--gainsr--pro£its,--o~-lo~se~-reqtt~red-to-be 

inel~ded-in-the-sharehoider~s-iederal--income--tax--adj~sted 

gross-±nceme-by-reason-o£-the-sa~d-e%eet~on-ttnder-sttbchapter 

s.--However,--the--shareho±der~s-adj~sted-gress-income-shall 

±neittde-aetttal-distr±btttions-from--the--corporetion--to--the 

extent--they--wott%0--be--treated-as-taxable-dividends-±£-the 

sttbehapter-So-eieetion-were-not-in-e££eet. 

t4t--A-shareholder-or-a-B%S€-that-is--exempt--£rom--the 

eorporation--~ieense-tax-under-lS-3T-i9~fl}flt-shall-inclttde 

in-hi~-adjttsted-9ross-ineome-the-earn±n9s-and-pro£its-o£-the 

BISe-~n-tk~-~8m~-manner-a~-prov±eee-by-f~derai-%aw--t~ee~ion 

995 7 --internai--R~ventte--eodet-fo~-a~~-period8-for-whieh-the 

BfS€-e~eeti~n-±~-e££eetiY~7 

tSt--A-t8xpaye~-who,-±n--Oeterminin9--federai--adjtt~ted 

gro~~--±neome7--ha~---~eeneed--h±~--b~~ine~~-eednetio~e-by-an 

amount-~or-wa~e~-and-~a%a~±e~-~or-·whieh-a-fede~a%-tax-eredit 

wa~-~lected-ttnder-~eetion-446-o£-the-fftternal--R~venue--eode 

of--%954--or--as--that--~ection-may-be-labe±ed-or-amended-i~ 

ailowed-to-dednet-the-amottnt-o£-~~eh-wa~e~-and-saXar±es--paid 

re~ardie8s-of-the-credit-ta~en~-~he-dedttction-ma~t--be--msde 

±n--the-year-the-waqe~-and-saiaries-were-u~~d-to-compnte-the 

eredito-in-the-ea~e--of--a--partner~h±p--or--~ma~l--bns±ness 

eorporation,--the--Oedttetion--mtt~t--be-made-to-determine-the 

amottnt-of--ineome--a~-- io~s--af--the--partn~~~ntp--er--3matt 

bu~ine~~-eorperatieno 
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t6t--Mar~~ed--eaxpayer~--f±iin9--8-;oi~t-Eedero~-reearn 

wfto-m~ee-±neY~de-part-eE-their-eoe~al-~eeu~ity--bene£ite--or 

part-of-tftei~-tier-1-railroad-ret~rement-benefite-in-Ee~eral 

ac;aete~--~~oee--ineome--may--eplit-the-£ederal-baee-aeed-in 

ea±ealotien-e£-£edera±-taxobie-eoe~al-eeearity--bene£it~--or 

federai--taxable--tier--±--ra~iread-retir~ment-benefite-when 

they-£ile-eeparate-Montana-income-tax-ret~rneo--~he--£ederai 

base-m~et-be-eplit-eqttaiiy-en-the-Montafta-retnrno 

t~t--A---taxpayer---reeei~in~---retirement---dieae+±ity 

bene~ite-who-has-not-atta±ned-age--65--by--the--end--o£--the 

taxable--year-and-who-ha~-reti~ed-ae-pe~manently-aftd-totally 

dieabled-may-exelttde-from-adj~eted-groes-±neome-ap--to--$169 

per--wee~-reeeived-a~-wa9ee-or-paymente-tn-iiett-o£·-wages-fer 

a-period-dttr±n~-whieh-th~-empioyee-ie-abe~nt-~rem--wot~--d~e 

to-th~-dis6b±lity.--rf-the-adj~~ted-9ro3~-income-before-this 

exeltt~io~--e~d--befor~-epplieatio~-e~-the-two-eer~er-married 

eonple-ded~etien-exeeed~-$f57eea7--the--~xce~e--red~ce~--the 

exel~~±on--by--an--eq~al-amottnt~-~hi~-l±m±tat±on-aff~ets-the 

amotlnt-of-exet~~ion7-bttt-net-~he-tsxpayerie-eiigib±t±ty--£er 

the-exeltt~±on~--ff-eli9~ble 1 -marri~d-±nd±v±dnal~-shall-apply 

the--exeitt~~on--~ep~ratety,--bttt--the--lim±tation-for-ineome 

exe~eding-$15,966-is-determined-w±th-re~peet-to-the--epottses 

on--their-eo~bined-ad;tt~~ee-gro~~-ineome~-Por-the-pnrpoee-of 

th±~-subseett~nr--permanent±y--~nd--totatiy--d±sabied--meane 

ttnabi~--to--engage--±n--any- ~tlb~ta~tial-gainftll-aetiv±ty-by 
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~~aseft--er--~ny--medieaiiy--a~~ermined--phy~±eal--or--mentat 

im~a~rm@ftt--iaet~~g--or-expeeted-to~!a~t-at-ieast-±r-month3~ 

(b) all railroad retirement benefits; 

L9 all benefits, not in excess of $3,600, received as 

an annuity, pension, or endowment under a.t:!.Y_______f)_Ublic, private, 

or C?rporate retirement plan or system other than a railroad 

retirement plan; 

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

federally ___ ~ecognized Indian tribe while living and working 

on a federally established Indian _r:~-~~.£-~<::!_!:1.~~:. 

(3) A taxpayer who elects to itemize his deductions 

f. rom __ 1:_ncome ~_f_l __ h1s federal return for. tax year 1967 and who 

is re~red to pay additional federal tax due in 1987 for 

the 1986 tax yeQr may deduct the ~ederal tax paid in 1987 

from his Montana __ £!~-~ _i_!.~_s:ome~" 

Section 11. Section 15-30-131, MCA, is amended to 

read: 

"15-30-131. No~~e~iOene----and----temperary---re~ident 

eaxpcyer~----ad;nsted-9ross-ineome----dedttetion~ Montana net 

taxable incoiJ!.e for nonresid~ts. { 1) Tn--the--ease--of---e: 

te:xpayer---other--t:hen--e-re~ident-of-thi~-!!:tate7 Montana net 

~axabl~_inc~me for nonresidents is derived from adjusted 

qross income _from sources within and without the state, 

determined as follows: 

(a) Manta~~ adjusted gross income includes the entire 
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amount of federal adjusted gross income from sources within 

this stateL but shall does not include income from 

annuities, interest on bank deposits, interest on bonds, 

notes, or other interest-bearing obligations, or dividends 

on stock of corporations except to the extent to which the 

same ehali-b~ are a part of income from any business, trade, 

profession, or occupation carLied 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. Ad;tt~ted-9~osa-~~eome 

r~om--~o~~ee~-·-wi~htn--and--w±tno~~--th~e--~tate--~k~ll---be 

ai:lees~ed:---and--apport :i:oned- -ttnd:l!r-- -rttle!!- -preser ihed:--by--- th~ 

deportment.-

t~t--fn-~he-·ea~e-o£-a-ta~payer-othe~-than-a-ree~dent-of 

th± s-- !l~ate-whe- -i ~-e--re~ :i:dent --of -a-~ t:e:te- that:- ~mpoae s--a-- tax 

on-the-ineome-of-natttrai-pereon~-reeidin~-w%thin-that-state, 

the- --dedtletions--- -al-±owed- -- :i: n- -eompttt ±n~- -net-- Zrteom.e- -are 

reatr:i:eted-to-those-di~ectly-connected-with--t:he--prodtletion 

o~-Mon~ana-ineome.-

f3t--in-the-case-of-e:-taxpayer-other-than-a-resident-of 

th±s-state-who-±s-a-resident-of-a-atate-that-does-not:-impose 

a--tax-on-the-ineome-e£-ftatHrai-persona-residing-wi~h~n-thnt 

state-,-the-dedHetions-etiiowed- :i:n -eomp~ t:1= ng:--ftet--±neome -·-·are 

~estriete~--to-the-9reeter-o£-tho~e-d±ree~±y-relat±ng-to-the 

pro~tletion-of-Montana--ineome-o~-a-prorated-amottnt--o£--tho~e 

-28- HB 904 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/02 

allowed---~nder---%5-39-iZto---Per---the--p~rpe~e~--of--en~~ 

s~bseetion7-ded~etions-aliowed-nnder-l5-36-lil-app%y-only-to 

earned-~neome-an~-m~st-be-prorated-a~eordinq--to--tfte--ratio 

that--the--taxpayer~s--Montana--earned--±neome--eears-to-his 

federal-earned-income~ 

t4t--A--temporary--res±Oent--shall--be--allowed---those 

ded~et±ons-and-the-ered±t-under-±S-3r-±99-allowed-a-resident 

to--the--extent-that-stteh-deduetions-or-eredit-were-act~ally 

incnrred-or-expended-in-the--state--oE--Montana--dttring--the 

eottree-o£-h±s-resideney7 

t5t--For--the-pttrpoees-o£-th±s-sect±on1 -nearned-ineomeu 

shall-be-defined-a~-the-~~~e-term-±~-deft~e~-i~--~eetio~--~3 

o£--~he--£nternai--Revenne--€ode,--o~--a~--tftat--~eet~on-moy 

~nb~eq~ent~y-he-amende~. 

t6t--Notwithstandi~9-tfte-pro~~~~on~-of-~ttb~eet~on~--t~t 

and--t3t,--any-eontribtttion--made-a£ter-ae~ember-3l,-l98i 7 -to 

the-~tate-of-Montana--or--a--po!ittee±--~ubdivision--theree£ 

~he~i--be--an--allowable--dedttet±on-±n-eompttting-net-±neomeo 

The-dedttction-i~-~~bjeet-to-the--!imitations--set--£orth--in 

~eet±on-±19-o£-the-internai-Reventte-eode-of-195~,-a~-iabe~ed 

or-amended";'" 

{b) To determine his Montan<!_ net taxabl~ h_l_!_2~~~! __ i!_ 

nonr_:~_~ident may deduct from his Montana adjusted gross 

incom~ only the following items: 

1_~-L a prorated part of the federa~ _ex~~io~_____E£ovi~~g_ 
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for in section 151 of the Internal Revenue Code; 

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

allowed home mortgage interest; 

(iii) a prorate4 part of the taxpayer's federally 

allowed medical expenses; 

(iv) all sums donated to: 

~-i!_!!__~_E~nization qualified under section 50l(c){3) 

of the Internal Revenue Code to receive tax-exempt 

contributions, which conducts it~ principal activity in this 

state; or 

(B) the state of Montana or a __ _eolitical subdivision or_ 

agency thereof; 

J~ all railroad retirement benefits; 

~all interest received from United ~_1:_a tes 

~~ !_ ! __ ~-~-~ ~.~.~ 1 

{vii) all 1nccme earned .!?_y_~-- e~r:s~Lled an_~ber ot_~ 

federally reco_gnized India!: _tribe while ___ li~~q____~..Q1_ worki!!._q 

on a federally established Indian reservat_ion_;_ 

(viii) interest and taxes __ ~~ Montan~__Erope~______I2_§_~_Jor 

~~~ __ _p_!oduct ~_!_!_2~ ~<?~ ta.na income. 

(c) The prorated_______129:~-~----r~fer~ed to in sub~ections 

_L~_LU__through (l)tb)(iii) is determined by multiplying 

J:h~ __ r?_t_~<?___ of Montana adjusted gross income to fe~eral 

9-.9-~J:....~~--g_ro~--~-C:9_1!!~ -~~~_ederally allowed ~educt: io~ 

§_£_~--~ ~ ~ ed _ !~ subs~_t i _S2_!2_~_j _ _!_lj_~Jj_i) through ( 1) (b) ( iii ) ._ 
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(d) The department may adopt rules for allocating and 

apportioning adjusted gross income from sources within and 

without this state. 

t:rtill For purposes of this section, "installment 

sales" mea.ns sales in which the buyer agrees to pay the 

seller in one or more deferred installments. 

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

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

NEW SECTION. Section 12. Montana net taxable income 

for part-year residents. (1) To determine Montana net 

taxable income, a part-year resident may deduct from his 

Montana adjusted gross income a prorated part of his federal 

standard deduction or a prorated part of the itemized 

deductions allowed by the Internal Revenue Code. The 

deduction allowed in this section must be the same as taken 

by the taxpayer on his federal return for the year. The 

prorated part is determined by multiplying the ratio of 

Montana adjusted gross income to federal adjusted gross 

income by the standard deductions or itemized deductions. 

(2) For purposes of this section, Montana adjusted 

gross income is determined as follows: 

(a) Montana adjusted gross income includes federal 

adjusted gross income from all sources received during the 

period of residency and all interest income from installment 

sales of real or tangible commercial or business property 
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located in Montana, less the following: 

(i) all interest received from obligations of the 

United States government; 

(ii) all railroad retirement income; and 

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

federally recognized Indian tribe while living and working 

on a federally established Indian reservation. 

(b) Montana adjusted gross income does not include the 

following unless a part of income from a business, trade, 

profession, or occupation carried on in this state: 

(i) income from annuities; 

(ii) interest on bank deposits; 

(iii) interest on bonds, notes, or other 

interest-bearing obligations; or 

(iv) dividends on stock oE corporations. 

(3) The part-year resident's Montana net taxable 

income is subject to the rates provided in 15-30-103. 

Section 13. Section 15-30-132, MCA, is amended to 

read: 

"15-30-132. Change £~o~--nonr~sid~nt--to--re~~de~t-or 

vice-ver8s of residency status. %£-a--taxpayer--ehanqes--his 

stat~s--£rom-that-o£-re~tdent-to-that-or-nonres±dent-or-£rom 

that-o£-non~esident-to-thet-o£-re~±dent-dttring--the--taxa~~e 

yeer,--he--~ha±i--fiie-a-ret~rn-eovering-the-£raetion-e£-the 

year-dnr~ng-whieh-h~-was-a-re~idento-The-exemptien~-provided 
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±n-~S-36-ii~-she~t-be-p~ora~ed--en--~he--ratio--~he--M~ntana 

adjusted--9ross--±neome--~ea~e--to--~ederal--adjtlsted--groas 

tneome. A Montana citizen moving out of the state, 

abandoning his residence in the state, and establishing a 

residence elsewhere must file a return on--the--£raetiona~ 

eas±s. If he obtains employment outside the state without 

abandoning his Montana residence, then income from such 

employment is taxable in Montana." 

Section 14. 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 ~hail-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 

inten~sts; 

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

(d) income which is to be distributed to the 

beneficiaries periodically, whether or not at regular 

intervals, and the income collected by a guardian of a 

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

(2) The fiduciary shall be responsible for making the 

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

whether the fiduciary or the beneficiaries are taxable with 

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

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

fiduciary shall 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 fidticiary 

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 ttte 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, 

distributive share of the net income of the estate 

then his 

or trust 

(or any dccounting perlod of such estate or trust ending 

within the fiscdl or calendar year st1all be computed upon 
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the basis on which such beneficiary's net income is 

computed. In such cases, a beneficiary not a resident shall 

be taxable with respect to his income derived through such 

estate or trust only to the extent provided in 15-30-131 for 

individuals other than residents. 

(4) The fiduciary of a trust created by an employer as 

a part of a stock bonus, pension, or profit-sharing plan for 

the exclusive benefit of some or all of his employees, to 

which contributions are made by such employer or employees, 

or both, for the purpose of distributing to such employees 

the earnings and principal of the fund accumulated by the 

trust in accordance with such plan, shall not be taxable 

under this section, but any amount contribut@d 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 
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income of the grantor." 

Section 15. Section 15-30-136, MCA, is amended to 

read: 

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

---exemption. tlt--Exeep~--~~--o~h~rw~~e--provided--in--thi~ 

ehapt~r7--&gro~~--inecme"--of--e~~a~~~--or--trtl~~~-mean~-ai% 

income-from-vha~ev~r-~o~ree-~erived--in--the--taxable--yeer, 

ine~ttding-bttt-not-limited-to-the-foi~ewing-item~~ 

tat--div~den~~, 

tbt--±nterest--reeeive~--or-aee~~ed,-±ne±nding-i~tere~t 

~eeeived-on-ob±±9at±on~-of-another-~tate-o~-t~rritory--or--a 

eeunty7---m~nie±pa~ityT---d±strict,---or---other---po~it±ea± 

s~bd±vi~ion-thereof 1 --bttt--exeittding--intere~t--±ncome--from 

ob~±gation~-of~ 

t±t--the--an±ted--States--government--or--th~--~tate-of 

Montana; 

t±±t-a-sehoel-d±strietr-or 

t±±it-a-·-eotlnty,--mnnieipal±ty,--distriet,---or---other 

politieal-~ttbdiv±sion-of-the-state; 

tet--±neome-fro~-par~nersh±ps-and-other-fidueiarie9; 

tdt--9ross-rents-and-roya}ties; 

tet--ga±n--from-sa±e-or-exehanqe-of-proper~yT-inelttding 

those-ga±ns-that-are-exeittded-~rom-gross-ineome-fDr--£ederal 

f~dtte±ary--±neome--ta~--purpo~~~--by--~eet±on--64ifet-of-~he 

%~ter~ai-Reve"ue-€ode-of-l9547-a5-amended~ 
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tft--~ress-pro£tt-irom-trede-or-btteiftess~-arte 

tgt--refttrt~e-recoYered-on-£edere~-±rteome--tax,--~o--tae 

extent--tfte-ded~etion-er-s~ch-tax-res~lted-±n-a-redttetion-of 

Montana-ineome-tax-~iabilityo 

tit--rn-eomptttin9-net--ineome,--there--are--allowed--as 

dedttetions~ 

tat--interest---expenses--ded~etible--Eor--federa!--tax 

pttrposes-aeeordin~-to-seetion-163-of--the--rnternal--Reventte 

€ode-of-l954T-as-amended~ 

tbt--taxes--paid--or--aecrtted--within-the-taxahle-year, 

inelttding--bttt--not--limited--to--federal--ineome--tax,--bttt 

exc%ttdinq-Montana-~neome-tax~ 

tet--that---fidtteiary~s---portion--o£--dep~eeia~~o~--0~ 

depre~~on-whie~--~~--dedueti8±e--for--£ede~ar--~ax--purposes 

aeeo~di~~--~o--seetio~~--±61r--6iiT--and-64i-of-the-rn~ernai 

Re~e"tte-eode-of-1954,-as-ame~dedr 

tdt--eh8ritabie-eo"trib~tione-that-8re--ded~etible--£o~ 

£ede~al--ta~--purposes--aeeording--to--seetion-64~tet-of-the 

fnte~na±-Reven~e-eode-of-i~54T-as-amended; 

tet--administ~at±~e-expen~ee-eiaimed-for-federaT-income 

tax-pttrposes,-aeeord±n~-to-seet±ons-Z±i-a~d--64%t9t--o£--the 

rnterna±--Re•entte-eode-o£-i954,-ae-amended,-i£-sueh-expeneee 

were--not-el~imed-as-a--dedttetion--in--the--determinat±on--of 

Montana-inher±tanee-tBX7 

trt--losses--from--fire7 --etorm7--shipwree~,--or--other 
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ea~ttaity-or-from-theft,-to-the-extent-not-eompensated-for-by 

±nsuranee-or-othe~wise,-that-are-ded~etible-for-fede~al--tax 

pttrposes--aeeordin~---to--seet±en-%65-of-the-T~ter~ai-Reven~e 

eode-o~-1954,-as-ame~ded~ 

t~t--fte~-operat±ng-less-de~Het±e~s-aiiowed-for--Eede~a% 

ineome-tax-ander-~eet±en-64itdt-ef-tfte-fn~ernal-Reventte-eode 

of--±954,--as--emended,--exeept-estate~-may-not-ela±m-losses 

that-e~e-dedtletible-on-the-deeedent~s-finai-ret~rn; 

tht--a%1--bene~its--rece±ved--a~---federal---employees~ 

retiremen~-no~-±n-exeess-e£-$3 7669; 

tit--8±±--benefits--peid--ttnder~-tne--Montana-teaehers~ 

retirement-system-th8~-are-spee±£ied-as-exempt-~rom-taxation 

by-i!l-4-796; 

tjt--ett--benefits--paid--ttnder--the---Montana--·-Public 

Smpioyee~i--Retirement--System--Aet--~hat--are--speeif±ed-as 

exempt-£rom-texation-by-t9-3-t65; 

tkt--a~i--benef±ts--paid--ttnder--the--Montana---h±ghway 

patroimen~s--ret±rement--eystem-that-are-spee±fied-as-exempt 

from-taxatien-by-19-6-195; 

tlt--Montana-±neome-tax-re£unde-or-credits-thereo£; 

tmt--ali-benefits-pa±d-~nder-T9-ii-69~,-l9-ll-684 7 --and 

T9-±l-665-to-ret±red-and-d±~abled-firemen-or-the±r-snrv±vin9 

spott~es-or-ehildren; 

tnt--a~~--ben~fits--paid--under--the--m~n~e±pei--po~±ee 

offieer~~-~etirement-~y~t~m-t~et--er~--~pee±£ied--as--exempt 
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from-~axa~io~-ey-%9-9-%995; 

tot--all--b~nef~t~-not-in-eMee~s-of-$368-reeeived-as-an 

ann~ity,-pension,-or-endowment-~nder--privete--or--eorpora~e 

ret~rement-pians-or-syetemeo 

t3t--fn-the-ease-o£-a-sftarehoYeer-o£-a-eorporation-with 

respeet--to-wh~eh-the-eiection-prov±ded-for-~nder-etibehapter 

So-oE-the-rnternal-Re~en~e-eode-o£-%9547-as-amended,--is--in 

e££ect--b~t--with-respeet-to-vhieh-the-e%eetion-pro•ided-for 

ttnder-l5-3l-29~-ie--not--in--e£feet7--net--ineome--doee--not 

ine±ttde--any-part-of-the-eorporation~~-and~etr±bttted-taxable 

ineome,-net-operating-los~r-eap±tal-~aine--or--other--gains, 

~re£~ts,---or---ioss~~---r~q~ired--to--be--inei~ded--tn--tn~ 

sher~hoid~~~s-£ederai-income-~ex-ft~t-~neom~-er-~eason-o£-the 

eieet ien-11 nder- stthehe:p+:ef'-5-.-However-,- the-- sharehoitl e r.L s-- net 

ineome---3hall---ineitlde---e:eta~i---dt~tribl1tion---~rom--the 

eo r por t11 t ion-eo-the-e x+:en t-it -W0\:2 id- ---be-- tr e a t:e~--as-- tax a bi e 

d±~±dends--if-the-stlbehept~r-So-e±eet±on-were-not-~n-e££eeto 

1!1______'!'.~~ Montana taxable income o~--~.!:1-- estate or trust is its 

federal taxable .. income as provided by the Internal_ Revenue 

Cod_~_, including interest r:.~ceived on obligations of another 

state or a political subdivision the~eof, reduced by 

interest received from obligations of the United States 

government. 

t4t12l ~he--£oilowin9-eddit±onei-dedttet±~ns-shall-b~ ~ 

deduction is allowed in deriving taxable income of estates 
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and trusts-:-

tat--any for the amount of income re~ in the taxable 

year currently required to be distributed to beneficiaries 

for such year7~ 

tet--any--et"e~--amo~nts--prope~ly--pa±d-or-eredited-or 

req~ired-to-be-di~trib~ted-£er-th~-taxable-yeer; 

tet--the-amo~nt--o£--69\--of--th~--exee~~--or--the--net 

loftg-term--eap±tal-gain-over-the-net-short-t~rm-eapitel-le~s 

£or-the-taxable-yea~. 

t5t--~he-exempt±on-allowed-£er-e~tates--and--trasts--±s 

that----exemption----provided----±n----15-39-ll~t~ttat---and 

±5-38-tt~tat•" 

Section 16. Section 15-30-141, MCA, is amended to 

read: 

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

this chapter and all increases~ interest, and penallies 

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

a personal debt from the person or fiduciary liable to pay 

the same to the state. ~a~yers filing a joint return are 

jointly and severally liable for ~he 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 17. Section 15-30-142, MCA, is amended to 

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

tax ---pena±~y-and-~ftterest----re£un~e----ered~t~. (1) Every 

sin~le individual and-e~ery-married-±ndividca±-ne~-filin9--a 

;eint--ret~r~--w±eft--his--or--fter--spo~se-and-ha¥in9-a-9ress 

ineome-fer-the-taxa8ie-yeer-of-more-than-$lr866r-a~-a~j~sted 

under--the--provisions--o£--sHbsection--tT77---aftd---marr±ed 

±ndividuals---not--filing--separate--retttrns--a~d--havin9--a 

combined-gross-income-£or-the--taxabie--year--of--more--than 

$~r66&,--as--adjttst~d-under-tfte-prov±s±ons-of-subsection-tTt 

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

section 6012 of the Internal Revenue Code to file a federal 

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

from obligations of another state or a political subdivision 

thereof,-shail-be is liable for a return to be filed on such 

forms and according to such rules as the department may 

prescribe. ~he-gross--ifteome--amodftt~--re£e~~ed--to--ift--the 

~~eeeding--seft~enee--sha%%-be-inereased-by-$999,-a~-adjasted 

unde~-the-~rovisioft~--o£--%5-39-%%itTt--aftd--t8t,--£er--eaeh 

additionai--persoftat--exemption--aiiowanee--the--taxpayer-i~ 

en~itied--to--e%aim--£or--h±msel£--a~d--his---spo~se---~nder 

i5-39-%%~t3t--aftd--t•t•--A--nonres±dent-shail-be-~equired-to 

file-a-ret~rn-i£-h~~--gross--ineome--for--the--taxab;e--year 

der±~ee--£rom--so~ree~--within-Montana-exeeede-the-amottnt-o£ 

the-exempt±on-dedttet±o~-he-is-entitied-to-ela±m-£or--h±m~ei~ 

and--h±s--spotl~e--tlnde~-~he-p~o~±~±ons-o~-~5-39-%±%t~tr-t3t, 
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and-t4tr-a~-~rorated-aeeerd~n~-te-r5-39-rrzt6t~ 

t~t--in-aeeordanee-w±th-±nst~~et~en~-ee~-forth--by--the 

depe~tment7--every--taxpayer--who-is-marr±ed-and-i±v±"g-w±th 

hnsband-or-wi£e-and-±s-reqn±red-to-file-a-retttrn-may1 -at-his 

or-her-op~ionr-~±le-a-joint-~et~rn-with-httsband-er-w±Ee-even 

tho~~h-ene-of-the--spo~ses--has--ne±ther--gross--±neome--nor 

ded~et±ons•--tf--a--jo±nt--r~turn--±s-ma~e,-t~e-tax-shall-be 

eompttte0-on-the-aggregate-taxab~e-±neeme-and--~he--~±eb±7±ty 

w±th--respeet--to--the--tax-shai%-be-joint-and-severalo-1£-a 

jo±nt-retarn-has-be~n-£±led-£or-a-taxabie-year7-the--spouaes 

may--not-£±le-separate-ret~rn~-a£ter-the-t±me-£or-£±ling-the 

retnrn-o£--e±the~--he~--exp±red--~niess--the--department--so 

eonsentso 

~ery person who is requi[ed to file a return 

under subsection (1) shall use the same filinq 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 ca(e 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 tQx payable and shall, at the 

time of filing the return required by this chapter~ pay to 
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the department any balance of income tax remaining unpaid 

after crediting the amount withheld as provided by 15-30-202 

and/or any payment made by reason of an estimated tax return 

provided for in 15-30-241;-provided,-ftoweve~, 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 estimatr l tax 

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

computed, the taxpayer sha~±-be is entitled to a refund of 

the excess. 

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

the department shall examine and verify the tax. 

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

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

taxpayer to the department within 60 days after notice of 

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

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

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

no penalty because of such understatement, provided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

tit--By--November--~-oE-eaeft-yea~r-the-depertmeftt-~hail 

mtt%t±ply-the-minimttm-amettftt-o£--gross--ineome--aeeeaa~tee~ft~ 

~he--£iii"~--o£--a--~etttr"--by--the-i"£~6tion-faetor-for-the 

~axable-yearo-Theae-Bdju~ted-amounts-are-ef£eetive-£or--that 

-43- HB 904 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/02 

taxable--year7--and--persons--hav±ft~-~roe8-~neomee-%e8~-than 

these-ad;usted-amounts-are-not-reqttired-to-r~le-a-returne 

t8t--rndividttal-ineome-tax--£erma--distribtt~ed--by--the 

department--for--each-taxable-yea~-m~at-eontein-~nstr~etie"~ 

a"d-tablea-based-on-the-adj~sted--base--yeer--strttcture--£or 

that-taxable-year-;-" 

Section 18. Section 15-30-144, MCA, is amended to 

read: 

"15-30-144. Time for filing --extensions of time. (l) 

Returns shall be made to the department on or before the 

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

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

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

or before the 15th day of April following the close of the 

calendar year. Each return shall set forth such facts as the 

department considers necessary for the proper enforcement of 

this chapter. There shall be annexed to such return the 

affidavit or affirmation of the persons making the return to 

the effect that the statements contained therein are true. 

Blank forms of return shall be furnished by the department 

upon application, but failure to secure the form shall not 

relieve any taxpayer of the obligation to make any return 

required under this law. Every-taxpayer-l~abie-Eor-a-tax 

tlnd@r-eh~~-±aw-~haii-pay-a-min±mttm-tex-e~-S±o 

t~t--An-atltematic-6-month-extens±on-or-t±me-ror--filing 
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a-fee~rft-is-a~±owe8;-prov±ded-that-on-or-before-the-~tte-date 

oi--the--zet~rn,--an--app~ieatioft-ie-made-on-forms-evai±ab=e 

Erom-~he-depa~tment-or-in-writ~ng-to-the-5epartment7 

(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 mus~ be filed before 

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

th~ department. 

~} If the applicant is not required to make a federal 

income tax return, he must indicate that fact on the 

~lication 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 eligibl~ 

(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 applicatio~ for 

extension of time for filing a return if the applicant 

submits --~~lication as set forth in subsection (2). The 

department need not notify an applicant of its determination 
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unless it denies the application. 

(4) 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 19. 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 1 additional year. 

If the taxpayer fails to file a record of changes in federal 

taxable income or an amended return as required by 

15-30-304, the statute of limitations shall not apply until 

5 years from the date the federal changes become final or 

the amended federal return was filed. If the taxpayer omits 

from gross income an amount properly includable therein 

which is in excess of 25% of the amount of adj~sted-gro~~ 
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net taxable income stated in the return, the statute of 

limitations shall not apply for 2 additional years from the 

time specified in 15-30-145.u 

Section 20. Section 15-30-162, MCA, is amended to 

read: 

''15-30-162. Investment credit recapture. flt-~here-ie 

ai±owed-ae-a-ered±t-against-the-tax-impo~ed-by--15-36- :83--a 

peree~tage--or--the--eredit--aiiowed-with-reepeet-~o-eerta±n 

dep~eeiabie--prope~ty--~~der--9eet±o~--38--o£--the--lnternai 

Revenue--eo~e--oE--1954,-as-amended,-or-ae-eeetion-38-may-be 

ren~mbered-or-amended.-Hewever7-rehabi%itat±on-eoete-ae--~et . 
forth-Hnder-eeet±on-46tatt~ttPt-of-the-£nterna±-Reventt~-eo~~ 

er--~954,--or--as·--seetien--46tattittPt-may-be-~en~mb~red-or 

amended7-are-not-te-be-ine~~ded-~n-the--eompntation--o£--the 

inve~tmene--ered~t.--The--eredit-is-a~~owed-£or-the-p~reha~~ 

and-±nstallation-o£-e~rta±n-q~a~i£ied--property--deftned--by 

seetion-38-o£-the-%nternal-Re¥en~e-eode-of-i95•1-as-am~ndedr 

i£--the--property-meets-all-o£-the-following-qualifieations~ 

tat--±t--was-plaeed-in-eerwiee-±n-Montanat-and 

tbt--it-was-~sed-for-the-prod~etion-o£-Montana-adj~sted 

gross-ineomeo 

tit--~he-amonnt-of-the-eredit-a~lowed-for--the--ta~able 

y~ar--is-5,-of-the-amottnt-o£-eredit-determ±ned-~nder-seetion 

~6tatt%t-of-th~-rnternal-Reven~e-eode-of-l95~7--ae--amended7 

or-as-eeetion-46tatt%t-may-be-rentlmbered-or-am~ndedo 
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t3t--Notwithetanding--the-pro•±sions-of-sttbseetion-tit7 

efte-~nwe~tment-ered:tt-allowed-fo~-efte-eaMable-yea~--may--not 

exeeed--the-taMpayer~s-tax-~iab±%±ty-fo~-the-taxabl~-year-e~ 

$5967-wh±eftewer-±s-lees7 

t4t--lP-property-Eor--which--aft--±nvestment--ered±t--±s 

eltt ±me d.--± s- -tt sed-both-± n side -and-ott t side-e his-s eate 7 -·only-e: 

portien-o£--tfte--ered±t--is--allowed~--~fte--eredit--mttst--be 

apportioned--aeeording--to-a-£ract±on-the-nttmerator-ef-wh±eh 

±s-the-nttmber-of-days-dur±ng-tbe-taMab%e-year--the--property 

was--loeated--±n-Montana-and-the-denominator-o£-whieh-ia-the 

n~mber-of-days-dttr±~g-tke-taxab%e-year--the--taxpayer--owned 

the--propereyo--~he-investment-ered±t-may-be-app%±ed.-only-to 

the-tax-liability-o~-the-te:xpayer-who-p~rchases--and--plaee~ 

±n--ser~±ee--the--property-£or-wh±eh-an-±nwestment-credit-is 

eia±medo-~he-ered±t-may-not--be--alloeated--between--spousee 

anless--the--property--i~--used--by--a--partnership-or-small 

bus±ness--eorporat±on--of--whieb--they---are---partn~rs---or 

shareholder eo 

t5t The investment credit arlowed--by--this-seet±on 

taken by a taxpayer pursuant to this chapter is subject to 

recapture as provided for in section 47 of the Internal 

Revenue Code o£-195•,-as-emended,-o~-as-see~io"--47--may--be 

renttmbered-o!'-antended." 

Section 21. Section 15-30-303, MCA, is amended to 

read: 
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''15-30-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

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

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

of income or any particulars set forth or disclosed in any 

report or return required under this chapter or any other 

information secured in the administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 

(2) The officers charged with the custody of such 

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 par:y 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 lhe action or proceedings and no more. 

-49- HB 904 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

n 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/02 

(3) Nothing herein shall be construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a ~ertified 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 accordanc@ with the 

provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns shall be preserved for 3 years 

and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (1) through (4) of 

this section shall be punished by a fine not exceeding 

$1,000 or by imprisonment in the county jail not exceeding 1 

year, or both, at the discretion of the court, and if the 

offender be an officer or employee of the state, he shall be 

dismissed from office and be incapable of holding any public 

office in this state for a period of 1 year thereafter. 

(6) Notwithstanding the provisions of this section, 

the departrner.t may permit the ~ommissioner of internal 
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revenue of the United States or the proper officer of any 

state imposing a tax upon the incomes of individuals or the 

authorized representative of either such officer to inspect 

the return of income of any individual or may furnish to 

such officer or his authorized representative an abstract of 

the return of income of any individual or supply him with 

information concerning any item of income contained in any 

return or disclosed by the report of any investigation of 

the income or return of income of any individual, but such 

permission shall be granted or such information furnished to 

such officer or his representative only if the statutes of 

the United States or of such other state, as the case may 

be, grant substantially similar privileges to the proper 

officer of this state charged with the administration of 

this chapter. 

(7} Further, notwithstanding any of the provisions of 

this section, the department shall furnish~ 

tet--~o--~he--depa~tment--of--jtl~~~ee--eli--~nforma~~on 

neee~snry--to--ide"~ify--those--per~ons--qna%±£yin9--fo~-the 

addi~ionai-exemptio~-fo~-blindnese-ptt~s~ant-eo-%5-38-%i~t4t7 

for-tfte-p~rpoee-oE-enabiing-the--depertment--of--;ttstiee--to 

adminieter-the-provisions-of-6%-5-i&S;-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 
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the prevention and detection of public assistance fraud and 

abuse, provided notice to the applicant has been given.'' 

Section 22. Section 15-31-202, MCA, is amended to 

read: 

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

(1) A small business corporation may-eieet that has made a 

valid election under Subchapter S of Chapter l of the 

Internal Revenue Code is not ~o-b~ subject to the taxes 

imposed by this chapter. 

t~t--Yf-a-small-ett~~ftes~-eorpo~at±oft-makes-aft--eieceion 

~nder-sttbeeetion-tlt,-~heft~ 

tnt--w±th---respeet---~o---~he--taxable--years--o~--the 

eorporetio~-for-whieh--e~eh--elee~ion--is·--in--effee~,--s~eh 

eorporation--is--not--sub;eet--eo--the-~axes-±mposed-by-this 

efta~ter-and,-w±th-respeet-to--stteh--tax8ble--years--and--arl 

s~eeeeding--taxable-yeare,-~he-provisions-o£-this-part-appiy 

to-stteh-eorporetion;-and 

tbt--with-respee~-to-the-texabie-years-of-e-shareholder 

of-stteh-eorporation-in-whieh-or-w±th-whieh-the-taxabie-year~ 

o£-the-eorporation-£o~-whieh-stteh-eleetion-is-in-effeet-end, 

the-provie±ons-of-th±s-part-appiy-to-stteft--sftareftolderT--and 

with--respeet--to--stteh--taxabie--years--and--ali-s~eeeeding 

taxable-years7-the-pro~is±ons-of-t"±s--part--appiy--to--stteh 

sharehold~t" .. 

t3t--An--eleetion--~nder~stlbeeetion-t~t-m~st-be-made-in 
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e:eeordanc:e--w±~n--·rtt:les--pt<eseri:bed--by--ene--depart:ment--o£ 

reventte-. 

(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 t~~ third month 

of its fi~st 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 firs~ __ tax 

return, the department shall notify the corporation that 

such proof is required ~ithin 60 days of the date of the 

notice. If proof_ is not F.eceived within 60 days, or by_ a 

reasonable extens!on 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 un4er 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 

notificat_ion that making the election will subject income to 

tax under both this chapter and ch~ter 30. For tax years 

b~ginning on or after January l, 1987, but before ~arch 1, 

1988, the el~ction must be filed by ~-~--1~1:!_?_~ 

Thereafter, the elect~~n must be filed by tt"!_~_ ~5th day of 
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the third month of the taxable year for which the election 

is to become effective. The election may be revoked by 

written notification to the department. Such revocation must 

be filed by the 15th day of the third month of the taxable 

year for which the revocation is to be effective. 

(4) This eleetion section is not effective unless the 

corporate net income or loss of etteh---e%eetin~ the 

nonelecting small business corporation is included in the 

stockholders' 8djusted-gross income ee-eefined-i~-lS-39-%%%. 

(5) Every e1::eet:ing nonelecting small business 

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

required by 15-31-204.'' 

Section 23. Section 15-31-204, MCA, is amended to 

read: 

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

unaffected. Notwithstanding the provisions of 15-31-121 

corporations eleetin9--and qualifying under 15-31-202 shall 

pay a minimum fee of $10.'' 

Section 24. Section 15-31-209, MCA, is amended to 

read: 

11 15-31-209. Termination and revocation. IE the 

election under the provisions of Subchapter S is either 

terminated or revoked for federal purposes, the corporation 

must notify the department wilhin 30 days of such 

termination or revucation. ~he-department-mBy-term±nete-aM 
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~reet±on-ee-eny-time-i£-it-dieee¥ers--the--eerperet±on--do~~ 

not--q~e±±fy-es-a-ema±±-btteiness-eorpe~etion-es-provided-for 

ttnder-tfte-prov±s±ons-of-Sttbehepter-9-o£-the-f~terfte±-Reventte 

Sode-o~-±954o A corpordtion that does not have a valid 

federal election for the entire taxable year is subject to 

tax under this chapter.'' 

Section 25. Section 15-32-402, MCA, is amenePd to 

read: 

"15-32-402. Commercial investment credit 

wind-generated electricity. (l) An individual, corporation, 

partnership, or small business corporation as defined in 

!5-3±-%9± Subchapter S of Chapter 1 of the Internal Revenue 

Code that makes an investment of S5,000 or more in certain 

depreciable property qualifying under section 38 of the 

Internal Revenue Code e£-i954 7 -a~-8mendedt 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 
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generating equipment supplies, on a direct contract sales 

basis, the basic energy needed; or 

{c) the wind energy generating equipment in which the 

investment for which a credit is being claimed was made. 

(2) For purposes of determining the amount of the tax 

credit that may be claimed under subsection (1), eligible 

costs include only those expenditures that qualify under 

section 38 of the Internal Revenue Code er-i954,-a~-8mended, 

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 26. 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 
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received to the debt service account il% 10% of all money, 

exeept--as--p~o~±ded--±n--lS-3%-~9~; 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 

reEe~re~-~o 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),--provi:ded-the.t.: .. 

i!~.J no No more than ll% the percentages described in 

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

~be pledged fo' the purpose of 17-5-403(2). The pledge 

and appropriation herein made shall be and remain at all 

times a first and prior charge upon all money received from 

the collection of said taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 79.75% of all money 

received from the collection of the excise tax on cigarettes 

which is levied, imposed, and assessed by 16-11-111. The 

state also pledges and appropriates and directs to be 

credited as received to the debt service account all money 

received from the collection of the taxes on other tobacco 

products which are or may hereafter be levied, imposed, and 

assessed by law for that purpose, including the tax levied, 

imposed, and assessed by 16-11-202. Nothing herein shall 
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impair or otherwise affect the provisions and covenants 

contained in the resolutions authorizing the presently 

outstanding long-range building program bonds. Subject to 

the provisions of the preceding sentence, the pledge and 

appropriation herein made shall be and remain at all times a 

first and prior charge upon all money received from the 

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

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

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

compileris 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 ±±% 10% of all money 7 

ex~ept~-as--p~o~id~d--~~--±5-3±--~ei, 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 

~eferred-~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},-prov±ded-that~ 

ill fto No more than ii% ~ercentages desc~_ibed in 

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

~ be pledged for the purpose of 17-5-403 ( 2). The pledge 

and appropriation herein made shall be and remain at all 
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times a first and prior charge upon all money received from 

the collection of said taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 53.17% of all money 

received from the collection of the excise tax on cigarettes 

which is levied, imposed, and assessed by 16-11-111. The 

state also pledges and appropriates and directs t0 be 

credited as received to the debt service account all 1aoney 

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 27. 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 retirement 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 
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any other process; 

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

"19-4-706. Exemption from i:axst::i: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 provided in~15-30-lll, 

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 29. Section !9-5-704, MCA, is amended to read: 
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"19-5-704. Exemption from taxes and legal process. Any 

money received or to be paid as a member•s annuity, state 

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

these shall be exempt from any state or municipal tax to the 

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

garnishment, attachment, or any other process whatsoever and 

shall be unassignable except as specifically provided in 

19-5-705." 

Section 30. 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: 

(l) exempt from any state, county, or municipal tax to 

the extent provid~d 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) 

19-6-706." 

unassignable except as specifically provided in 

Section 31. Section 19-7-705, MCA, is amended to read: 

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

mon@y received or to be paid as a member's annuity, state 

annuity, or return of deductions or the right of any of 
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these is: 

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

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

under 19-7-304(1) of a member 1 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 32. Sectior~ 19-8-805, MCA, is amended to read: 

"19-8-805. Exemption from taxes and legal process. Any 

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

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

these is: 

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

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

under 19-8-503 of the member's contributions picked up by an 

employer after June 30, 1985, as provided in 19-8-502; 

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

or any other process; and 

(3) unassignable except as specifically provided in 

19-8-806. 11 

Section 33. Section 19-9-1005, MCA, is amended to 

read: 

"19-9-1005. Exemption from taxes. Any money peiid in 
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accordance with the provisions of this chapter is exempt 

from any state, county, or municipal tax to the extent 

provided in 15-30-111, except a refund paid under 19-9-304 

of a member's cont~ibutions picked up by an employer after 

June 30, 1985, as provided in 19-9-601." 

Section 34. 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 tax to 

the extent provided in 15-30-111.'' 

Section 35. 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) hPublic assistance'' or ''assistancen means any type 

of monetary or other assistance furnished under this title 

to a person by a state or county agency, regardless of the 

original source of the assistance. 

(3) "Needy person" is one who is eligible for public 

assistance under the laws of this state. 

(4) "Net monthly income" means one-twelfth of the 

difference between the net taxable income for the taxable 
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year as the term net taxable income is defined in 15-30-101 

and the state income tax paid as determined by the state 

income tax return filed during the current year. 

(5) "Ward Indian" is hereby defined as an Indian who 

is living on an Indian reservation set aside for tribal use 

or is a member of a tribe or nation accorded certain rights 

and privileges by treaty or by federal statutes. If and when 

the federal Social Security Act is amended to define a 11 ward 

Indian", such definition shall supersede the foregoing 

definition." 

Section 36. Section 67-11-303, MCA, is amended to 

read: 

''67-11-303. Bonds and obligations. (1) An authority 

may borrow money for any of its corporate purposes and issue 

its bonds therefor, including refunding bonds, in such form 

and upon such terms as it may determine, payable out of any 

revenues of the authority, including revenues derived from: 

(a) an airport or 

facilities: 

air navigation facility or 

(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 
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authority, without an election and without any limitation of 

amount, except that no such bonds may be issued at any t~me 

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 v±thin---the---meaning---o£ 
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Y5-39-YYYt2ttat for purposes of tax exemption determinations 

under the Internal Revenue Code. 

(S) 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 resolution covenant that in the event that at any time 

all revenues, including taxes, appropriated and collected 

for such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency; and may further covenant that at any time a 

deficiency is likely to occur within 1 year for the payment 

of principal and interest due on such bonds, it will levy a 
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general tax upon all the taxable property in the 

municipality for the payment of such deficiency, and such 

taxes are not subject to any limitation of rate or amount 

applicable to other municipal taxes but are limited to a 

rate estimated to be sufficient to produce the amount of the 

deficiency. In the event more than one municipality having a 

population in excess of 10,000 is included in an aut~ority 

issuing bonds pursuant to this chapter, the municipa~ities 

may apportion the obligation to levy taxes for the payment 

of, or in anticipation of, a deficiency in the revenues 

appropriated for such bonds in such manner as the 

municipalities may determine. The resolution shall state the 

principal amount and purpose of the bonds and the substance 

of the covenant respecting deficiencies. No such resolution 

becomes effective until the question of its approval has 

been submitted to the qualified electors of the municipality 

at a special election called for that purpose by the 

governing body of the municipality and a majority of the 

electors voting on the question have voted in favor thereof. 

The notice and conduct of the election is governed, to the 

extent applicable, as provided for municipal general 

obligation bonds in Title 7, chapter 7, part 42, for an 

election called by cities and towns, and as provided for 

county general obligation bonds in Title 7, chapter 7, part 

22, for an election called by counties. If a majority of the 
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electors voting thereon vote against approval of the 

resolution, the municipality has no authority to make the 

covenant or to levy a tax for the payment of deficiencies 

pursuant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection (1) 

above ... 

Seet±on-38o--Seet±on-i6-9-3!6,-MeA,-is-amended-to-read~ 

ure-9-3±Go--B%emeft~ary--~ehoo%--m~x±m~m-e~dge~-sehed~%e 

for-!985-86l98~-B8o--tlt-Por-eaeh-elemene8ry--schoo%--hevi"9 

an-AHB-of-n±ne-o~-fewer-p~p±is,-the-max±m~m-shali-be-$%97959 

$i9,95~-±f-sa±d-~ehooi-±~-epp~oved-a~-an-±so%ated-sehooio 

tZt--Por-sehools-w±th-an-ANB-of-19-p~p±ls-b~e-less-~han 

%8-pttpit~y-~ne-maximttm-~natt-~e-$%9y959-$%9y95~-p±tt3-$834.±9 

$834--pe~-~~p±l-on-the-basis-o£-~he-a~erage-n~mber-belon9±ng 

over-n±neo 

t3t--Por-sehools-w±th-an-AHB-o£-at-leest-l4-pttp±ls--bttt 

iess--~han--18--ptlpils--that--q~al±fy-for-±nstrttet±onal-a±de 

£ttnd±ng-tt"Oer-%9-9-3i~T-the-max±m~m-shaii-be-$3i,1l4-$3~7 gll 

pt~s-$834.%9-$834-pe~-ptlpil-on--~ne--basi~--of--~ne--average 

nttmber-beion9±ng-over-l4o 

t4t--Por-sehooTs-wien-an-AHB-eP-%9-p~pil~-and-empioying 

one--eeae"e~,--~he--maximnm--shal%--be--$ZT,466-$~~,463-~%tt~ 

$834.t6-i634-per-ptlp±%-en-the-basis-o£--the--o~era9e--nttmber 

beien~±rt9-ever-%8,-not-te-exeee~-an-AHB-oP-~5. 
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tSt--Per-sehoois-with-sn-ANB-of-i8-pHpils-and-empiey~n9 

~wo-fu±i-eime-~eseher~7-~he-mnx±mnm-sha%±-be-$43r85l-$43r84~ 

p%~s--$5::.46--$5~~.39-per-p~p±i-oft-the-bas>s-of-the-a~era9e 

a~mber-helonq±ft~-over-±er-nee-eo-exeee~-an-ANB-of-50~ 

t6t--Por-sehoois-hav±ng-an-AHB-±n--exeese--e£--467 --the 

msx±m~m--on--the--baeie--o£--the--totai--pnp±is-tAHBt-±n-ehe 

d±str±et-for-element3ry-pttp±is-w±ii-be-ae-£oliows~ 

tat--Por-a-seheel-havin9-an-ANB-of--mo~e--than--49--and 

empioy±ng-a-m±n±m~m-o£-three-eeaeh~~s,-the-max±m~m-o£-~%,939 

sha±i--be-deereased-at-the-raee-of-$%788-for-eaeh-additional 

pttp±l-~nt±l-the-~o~a~-rtttmber--tANBt--sha%~--have--~eaehed--a 

totei-o£-199-pttpii~o 

tbt--Po~--a--g~hoo%--hav±ng--~n--ANB--of--mo~e-~h8n--i66 

pttp±is 7-the-max±mttm-of-$~rB~5-~ha!l-be-decreased-a~-the-~a~e 

o£-$ioT~-£o~-eaeh-add±tionai-pttp±r-~nti~-the-ANB-shail--have 

reaehed-369-pttp±~s. 

tet--Por--a--sehooi--havin~--an--ANB--o£--more-than-399 

pttpiis 7-the-max±m~m-shall-not-exeeed-$i748t-£o~-eaeh--~ttp±l~ 

t?t--The-max±mttm-per-pttp±l-for-all-pttp±ls-tANBt-and-for 

all-elementary-sehools-shali-be-eom~uted-on-the-ba~i~-of-the 

amottnt--allowed-here±n-on-aeeount-of-the-last-el±g±bie-pttp±i 

tANBto--Atl---elementary---sehoois---o~erated---w±th±n---the 

±neorporated--i±mits--o£--a-eity-or-town-shail-be-treated-as 

one-~ehooi-£e~-the-pttrpose-o£-th±s-~ehedttieo" 

Seetion-39o--Seet±on-29-9-311 1 -MeA,-is-amended-to-read~ 
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UiQ-9-3iT~--High-seheei--maximum--bud9et--seheduie--£or 

i985-86--i98T-8~·--t%7-Fer-eaeh-h±gh-eehee±-havin9-an-AHB-ef 

r4-o~-£ew~r-pttpiis,-the-max±mttm-shai~-be-$ii37T98--$ii3T696T 

tit--Po~--a-seeoft~ary-~ehool-having-an--ANB-e£-more-~haft 

~4-pttpiis,-~"e-maximttm-$4tT39-$4,T3T-efta~i-~e--deerea~ed--at 

~he--ra~e--o£-$~5o84-£or-eaeh-additionai-p~pi~-~"~±i-the-AHB 

sheii-ftawe-~eeehed-a-~o~al-o£-46-suc"-pttpilso 

t3t--Por-a-sehoe±-h8Y±n~-an-ANB-o£-more-~han-46-pup±l~7 

the-maximttm--o£-$4t3~4-shall-be--deereased--at--the--ra~e--o£ 

$25o94--£or--e8eh--addi~±oftal-pup±i-unt±l-the-ANB-shali-have 

reached-109-pttp±lso 

t4t--Per-a-aehooi--having--an--ANB--of--more--than--i66 

ptlp±ls,--a--max±mttm-o£-$i,~T4-shall-be-deereased-a~-the-rate 

of-$4o3~-for-each-additional-~ttpil-un~±i-the-ANB-shail--have 

reached-~68-pttp±leo 

tSt--Por--a--sehooi--ftav±ng--an--AHB--o£--more-than-206 

pttp±is 7-the-maM±mum-of-$~,34~-$2t34l-shall-be--decreased--by 

$%o3B--$Xo3~--£or--eaeh-add~t~onal-ptlp~r-~ntii-tke-AHB-~haii 

have-rea~hed-399-p~pilso 

t6t--Per-a-~eho~l--hav±n9--an--AHB--or--more--ehan--399 

p~piY~ 7-the-maximttm-oE-$Xti94-sh~il-be-deereased-at-the-rate 

o£-44-eent~-~neil-the-ANB-ehail-have-reaehed-699-pnp~l~T 

t~t--Por--a--eehool--havin9-an-AHB-ove~-666-pttpils 1 -the 

ma~imtlm-~hail-not-exeeed-$~,9~3-p~~-pttp±lo 

t8t--The-mox±m~m-per-pttpil-£or-ali-pttpil~-tANBt-and~for 
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a%1-ftig~-~eheo±s-shaii-be--eemp~~ed--oft--the--basis--or--the 

emo~nt--aliow~~-here±ft-oft-aeeount-oE-the-iaet-eii~ibie-p~pil 

fANBt7-Ail-high-sehoois-and-;~nior-high-sehools--whieh--have 

been---approved--and--aeeredited--as--junior--high--sehools, 

operated-within-the-in~orporated-iimits-oE-a-eity--or--town, 

shall--~e--treated--as--one--sehoo±--ror-the-purpose-o£-this 

seheduleou 

Section 37. Section 20-9-318, MCA, is amended to read: 

"20-9-318. Elementary school maximum budget schedule 

for--%986-87--and--e~eeeed~ng--yeare for %988-89 1987-88 and 

succeeding years. For 1986-81 1988-89 1987-88 and succeeding 

school years, the elementary school maximum budget schedule 

is as follows: 

(1) Fo~ each elementary school having an ANB of nine 

or fewer pupils, the maximum shall be $%6,t58 $%9,558 

$20,158 if said school is approved as an isolated school. 

(2) For schools with an ANB of 10 pupils but less than 

18 pupils, the maximum shall be $i9 7 lS8 $191 559 $20,158 plus 

$84~.59 $8%~•39 $842.50 per pupil on the basis of the 

average number belonging over nine. 

(3) For schools with an ANB of at least 14 pupils but 

less than 18 pupils that qualify for instructional aide 

funding under 20-9-322, the maximum shall be $33 7 64i $3i795~ 

$33,042 plus $84:.59 $81~.39 ~842.50 per pupil on the basis 

of the average number belonging over 14. 
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(4) For schools with an ANB of 18 pupils and employing 

one teacher, the maximum shall be $i~,~4l $i6r9t4 $27,741 

plus $84~.59 $8%?.39 $842.50 per pupil on the basis of the 

average number belonging over 18, not to exceed an ANB of 

25. 

{5) For schools with an ANB of 18 pupils and employing 

two full-time teachers, the maximum shall be $44,~99 $4~,979 

$44,290 plus $5~T•69 $5%%.99 $527.60 per pupil on the basis 

of the average number belonging over 18, not to exceed an 

ANB of 50. 

(6) For schools having an ANB in excess of 40, the 

maximum on the basis of the total pupils (ANB) in the 

district for elementary pupils will be as follows: 

(a) For a school having an ANB of more than 40 and 

employing a minimum of three teachers, the maximum of $1,95~ 

$1,899 $1,957 shall be decreased at the rate of $1.99 $%.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 $1,8~3 $1,788 

decreased at the rate of $%•74 $r•69 

additional pupil until the ANB shall 

pupils. 

(c) For a school having an ANB of 

$1,843 shall be 

~ for each 

have reached 300 

more than 300 

pupils, the maximum shall not exceed $1,496 $T,45i $1,496 
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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 

IANB). 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 38. Section 20-9-319, MCA, is amended to read: 

"20-9-319. High school maximum budget schedule £or 

l986-8T--Sftd--s~eeeed~ftg--yesre for 1988-89 1987-88 and 

succeeding years. For 1986-87 %988-89 1987-88 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 $114,845 $11l,4i~ $114,845. 

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

24 pupils, the maximum $4,~85 $4,643 $4,785 shall be 

decreased at the rate of $%6.t9 ?%5.3% $26.10 for each 

additional pupil until the ANB shall have reached a total of 

40 such pupils. 

(3) For a school having an ANB of more than 40 pupils, 

the maximum of $47366 $4ti3~ $4,368 shall be decreased at 

the rate of $~6.19 $%5.3% 1?6.10 for each additional pupil 

until the ANB shall have reached 100 pupils. 

(4) For a sehoul having an ANB of more than 100 
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pupils, a maximum of $ir86i $i77~8 $2,802 shall be decreased 

at the rate of $~.3T $4.%4 ~ 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 $~T365 $%,%95 ~2,365 shall be 

decreased by $~•49 $%•33 $2.40 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 ~%7l%S $~786% ~ shall be 

decreased at the rate of 44 43 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 $lr993 $lt933 $1,993 per pupil. 

(8) The maximum per pupil for all pupils (ANB) and for 

all high schools shall be computed on the basis of the 

amount allowed herein on account of the last eligible pupil 

(ANB). All high schools and junior high schools which have 

been approved and accredited as junior high schools, 

operated within the incorporated limits of a city or town, 

shall be treated as one school for the purpose of this 

schedule." 

Section 39. Section 20-9-343, MCA, is amended to read: 

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

equalization aid. (l) As used in this title, the term ''state 

equalization aid 11 means those moneys deposited in the state 
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special revenue fund as required in this section plus any 

legislative appropriation of moneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative 

equalization aid shall be 

appropriation for state 

made in a single sum for the 

biennium. The superintendent of public instructio.· has 

authority to spend such appropriation, together with the 

earmarked revenues provided in subsection (3), as required 

for foundation program purposes throughout the biennium. 

(3) The following shall be paid into the state special 

revenue fund for state equalization aid to public schools of 

the state: 

(a) ~5% 31.8% of all moneys received from the 

collection of income taxes under chapter 30 of Title 15; 

(b) 25\ of all moneys, 

15-31-702, received from the 

except as 

collection 

provided in 

of corporation 

license and income taxes under chapter 31 of Title 15, as 

provided by 15-1-501; 

(C) 10\ of the moneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15; 

(d) 100% of the moneys received from the treasurer of 

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

other mineral royalties under 

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

and 20-9-342; 

(f) income from the local impact and education trust 

fund account; and 

(g) in addition to these revenues, the surplus 

revenues collected by the counties for foundation program 

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

into the same state special revenue fund. 

(4) Any surplus revenue in the state equalization aid 

account in the second year of a biennium may be uaed 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 40. 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 41. Repealer. Sections 15-30-112 

through 15-30-117, 15-30-121 through 15-30-123, 15-30-125, 

15-30-126, 15-30-156, 15-30-157, 15-30-161, 15-31-201, and 

15-31-208, MCA, are repealed. 

NEW SECTION. Section 42. Appropriation. There is 

appropriated from the general fund to the superintendent of 
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public instruction $96 million for the biennium ending June 

30, 1989, for state equalization aid. 

NEW SECTION. Section 43. Codification instruction. 

Sections !9,--%3,--and--43 12 AND 40 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 16,-13,-and-43 12 AND 40. 

NEW SECTION. Section 44. Extension of authority. Any 

existing authority of the department of revenue to make 

10 rules on the subject of the provisions of this act is 

11 extended to the provisions of this act. 

12 NEW SECTION. "section 45. Coordination. If House Bill 

13 No. 2 as it passes the House of Representatives is amended 

14 in the Senate, this act is void. 

15 NEW SECTION. Section 46. Effective date 

16 applicability. (l) This act, except section 45 ~, is 

17 effective on passage and approval. 

(2) Section •s !£is effective July 1, 1987. 18 

19 (3) Unless otherwise specified or required by a 

20 particular section of this act, sections 1 through %i 7 -%7 

21 ~ through 31 36, and 44 41 apply retroactively, within 

22 the meaning of 1-2-109, to tax years beginning after 

23 December 31, 1986. 

24 (4) Sections ~3 22 through ~6 ~apply retroactively, 

25 within the meaning of l-2-109, to all small business 
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corporations that have made a valid election under 

Subchapter S of Chapter 1 of the Internal Revenue Code on or 

before December 31, 1986, and for tax years ending after 

December 31, 1986. 

(5) Section 43 !Q applies to tax years beginning after 

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

NEW SECTION. Section 47. Termination. Section 43 40 

terminates December 31, 1989. 

-End-
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50th Legislature BB 0904/02 

l BOUSE BILL NO. 904 

2 INTRODUCED BY HARP, DONALDSON, MILLER, WINSLOW, SPAETH, 

3 HARPER, KADAS, KEENAN, REAM, NEUMAN, BRANDEWIE, LORY 

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

5 INDIVIOOAL INCOME TAX SYSTEM, TO INCREASE THE CONTRIBUTION 

6 TO STATE EQUALIZATION, AND TO ADJUST THE FOUNDATION PROGRAM 

7 SCHEOOLES FOR ELEMENTARY SCHOOLS AND HIGH SCHOOLS FOR THE 

8 PURPOSE OF BALANCING THE FISCAL 1988-89 GENERAL FUND BUDGET: 

9 TO APPROPRIATE FUNDS POR EQUALIZATION AID FOR SCHOOLS: 

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

11 

12 

13 

14 

15 

15-1-501, 

15-30-131, 

15-30-142. 

15-31-202. 

19-3-105, 

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

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

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

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

19-4-706, 19-S-704, 19-6-705, 19-7-705, 19-8-805, 

16 19-9-1005, 19-13-1003, ~9-9-3%6-~hro~gh 20-9-318, 20-9-319, 

17 20-9-343, 53-2-101, AND 67-11-303, MCA: REPEALING SECTIONS 

18 

19 

20 

21 

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 

22 DATE." 

23 

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

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

~n> , .. i<l><••• counc• 
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HOUSE BILL NO. 904 

INTRODUCED BY HARP, DONALDSON, MILLER, WINSLOW, SPAETH, 

HARPER, KADAS, KEENAN, REAM, NEUMAN, BRANDEWIE, LORY 

A BILL FOR AN ACT ENTITLED: "AN ACT TO RBV!SB-'l'HB PROVIDE A 

10 PERCENT SURTAX ON MONTANA INDIVIDUAL INCOME TAX S~S'l'HM, 

TO INCREASE THE CONTRIBUTION TO STATE EQUALIZATION, AND TO 

ABaHS'l'-'l'HB APPROPRIATE FUNDS FROM THE EDUCATION AND LOCAL 

IMPACT TRUST TO THE SCHOOL FOUNDATION PROGRAM SBHBBHbBS-P8R 

BbBMBN'l'AR~-S€He6bS-ANB--Hr8H--5€He6bS FOR THE PURPOSE OF 

BALANCING THE FISCAL 1988-89 GENERAL FUND BUDGET; TO 

APPROPRIATE FUNDS FOR EQUALIZATION AID FOR SCHOOLS; AMENDING 

SECTIONS ~-~-28~7-T-l4-l~33T-~-34-i4l6T-!5-!-l8l7 15-1-501, 

l5-38-l8l7---~5-38-~837---!5-38-l857--~5-38-!llT--l5-38-l3lT 

l5-39-~3~T--~5-38-l35T--~S-38-~367---~5-38-l4lT---l5-39-~4iT 

~5-38-l44T---l5-38-l46T---l5-39-l6~T--l5-38-3837--~5-3~-i8iT 

l5-3~-i84T---~5-3!-i89T---i5-3i-49iT 17-5-408, 19-3-~857 

~9-4-T867-19-5-~94T-i9-6-T85T-i9-~-T95T-~9-8-885T-~9-9-l8857 

~9-~3-1&837 29-9-3~6--~thro~~h 20-9-318, 20-9-319, AND 

20-9-343, 53-i-1817-AMB-6~-11-3837 MCA; RBPBAb!N8--SBB'l'f8N5 

i5-38-!!~--'l'HR8H8H--15-38-~~TT--i5-38-!il-'l'HR8H8H-l5-38-1i3T 

i5-38-l~57--~5-38-ii6T--15-38-!56T---!5-38-15~T---15-38-~6~T 

l5-3l-28l7--ANB--l5-3i-i88T--MBA; AND PROVIDING EFFECTIVE 

DATES, A RETROACTIVE APPLICABILITY DATE, AND A TERMINATION 

DATE. II 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

See~~eft-i~--seet±en--~-%-i6~7--MeA7 -i$-amendeft-to-re~d~ 

u%-l-i8To--Mieeelianeous--termeo---Bftiess--ehe--eofttext 

~eq~±~es--otfterwise7--the-foiiowin9-def~ftitiofts-app±y-ift-the 

Montana-eode-Annotated~ 

tit--•sr±eeu-mean5--anythin~--o£--valne--or--edvanta~e7 
present--or--prospeeti¥eT--or--any-prem~ee-or-Hnder~a~ing-eo 

gi~e-any~hin~-or-vaiae-or-advaneaqe,-whieh-~e-as~ed,--9iVen7 

or--aecepted--w~th--a-eorrnpt-~~~ene-to-~~tawtnliy-in£T~~nee 

the-pe~eon-te-whom-±t-±e--9iven--in--hie--aee~on7--vote7--or 
opinion-in-any-pHbiic-or-oE£~e~al-eapaeity• 

tZt--•Tneernal-Reven~e-eode~-meane-the-fnternai-Reventte 

Tit%e--enaeted--A~gdet--%6,--i954,--and--redee±gnated-ae-the 

uinternai-Re¥en~e-eode-o£-%9e6u-ey-seetion-~-o£--P~blie--&ew 

99-S%4 7 -as-amended• 

ti~fit--•Peaee--off±eeru--meane-any-pereon-de~eribed-±n 

46-1-i&1t8t..-

t3tf!1--•veeeet•,-when-~eed-in-referenee--to--ehipping, 

ineludee--ehipe--o£--all--kinde7--steameoate-and-steamehipe
7 

eanal-eoats,-and-eve~y-et~Heture--adapted--to--be--navigated 

from-piaee-te-plaee.• 

Seetion-Zo--Seetion-i-14-~±337-MeA,-ie-emended-to-read~ 

•T-l4-ii33o--Bonde--and--ohii9ationeo--t±t-An-author~ty 

mfty-borrow-money-£o~-a"y-o£-it~-eorporate-~tl~poses-and-iesue 
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aftd-governmenea%-p~rpe~e-by-s-po%itiesi--s~bdivi8ien--w~tftin 

~he-meanin9-o£-tS-39-i!!tittat-£er-parpe~ee-e£-tax-eKempeion 

determinatiens-~nde~-th~-interna%-Reven~e-eodeo• 

Seetien-4~--seetion--%5-t-i9iT-M€AT-is-amended-~o-read~ 

4 i5-i-!9%o--Be£initienso---tlt--Bxeept---as---oeherwise 

speei£ieaily--p~ovided7-when-terme-mentioned-in-this-seetion 

are-ased-~n-eonneetion-with-taxationT-they--are--de£ined--in 

the-following-manner~ 

tat--~he--term--uagriealt~ral8-re£ers-to-the-raieing-o£ 

li¥estoeft7-poaltry7-beesT--and--other--speeies--o£--domestie 

an±mals---and---w±ldlife---in--domestiea~~en--o~--a--ea~e~ve 

~nvironment7-and~~e-raisin9--e£--fie%d--e~e~~7--fr~itT--an8 

e~~er-anima~-and-~eqetah%e-matter-£er-feed-or-fiber. 

tet--~he--term--~asse~sed--¥ai~e~--meana--the--va~tte-o£ 

property-as-detined-in-iS-8-%%%• 

tet--~he-term-ua¥erage-who%esa%e-vai~e•-means-the-va%~e 

to-a-dea%e~-prior-to-~econCitionin9-and-prefit-marqin--shewn 

in--nationa%--appraisa%--~Hides-and-mandals-or-ehe-vaiuation 

schedtt%es-o£-the-department-o£-reventteT 

td7--tit-~he-term-~commereia±uT-when-ased--to--describe 

preperty7--means-any-prope~ty-ttsed-or-owned-by-a-b~s~ness7-a 

trad~-or-a-nonprofit-eorpe~at~en-as-de£ined-in-35-i-%6i--o~ 

ttsed--tor--~he--p~od~ction--of--ineome,-exeept-that-property 

described-~n-~ttb~eetion-tiito 

tiit-~he--foiiowin~---types---of---property---are---no~ 
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eolftlllerei:e:%-:-

tA7--a~rie~le~ral-~ands7 

tB7--t±mbe~tands, 

t€7--e~n~ie-£ami%y-----res±denees-----and-----anei%%ary 

improveme~~s-and-~mprevements-neeessary-to-the-fnnee~en-ef-a 

bena-Ei8e-£arm,-raneh,-er-steek-oper8tien7 

t9t--mee±±e--homes--~~ed--exe%~sive%y--as--a--residenee 

exeept--whe~--he~d-by-a-di~~rietttor-or-deale~-or-er8i%ers-o~ 

Mebile-homes-as-his-stoc~-in-~rade; 

tBt--a~~-property-deseribed-±n-i5-6-i35~ 

tPt--ali-~ro~erey-deeeribed-in-%5-6-136;-and 

tSt--8~1-property-deseribed-±n-~5-6-~46. 

tet--The-te~m-~comparabte-property~-meens-~roperty-that 

has-simi%ar-ttseT-£ttnetion,-and-ttt±lity;-that--±s--in£i~eneed 

by---the---same---set---of--eeonom~e--trenda--and--phys~ea%7 
gevernmentaTy-and-~eeiai-£ae~ors;-and-that-has-tfte-potentia% 

o£-a-simiiar-hi9hest-and-bes~-ttee. 

tft--~ae-term-~credit•-mea~s-so%vent-debts7-seettre8--or 

ttnseettredT-owin~-eo-a-per~on. 

tgt--~he--term--•improvements~--ine%ndes-ai~-b~ildin9ST 

strttettt~e~t-£eneee,-and-improvemente-sit~ated-ttpon,--e~ected 

ttpon7--er-a££ixed-to-%and•-When-the-department-o£-reven~e-or 

its-agent-dete~mines-that-the-pe~maneney-oE--+oeation--of--8 

meeiie-ftome-or-ho~eet~a~r~r-ha~-b~~n-e~~aei±~hedr-the-mobi±e 

heme--er--heHsetraiier--is--presttmed-to-he-an-improvement-to 
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rea~--~re~r~yT---~--me~~le--fteme--o~--ho~~e~ra~%er--may--be 

de~ermined--tc--be--permanently--loc~ted--en±y--wften--tt--~s 

ettaehed-te-e-£ottn~ation-whteft-eannot-fea~ib%y-ee--Teioeated 

and-oftiy-when-the-whe.eis-are-remoYedo 

tht--~he-te~m-~Ynterna%-Reventte-eode•mean~-the-fnternai 

Reventte--T±tle--enaeted-Attgttst-%6 7-%9547-and-rede~ignated-ae 

the-ufnterna%-Reven~e-eode-of-%986•-er-seetion-i--oE--Pttbiie 

baw-99-5r47-as-amended~ 

thtfii--The---term---•ieasehoid---improvementeu ___ , !ans 

improvement~-to-mobiie-homes-and--mobiie--homes--ioeated--on 

iand--owned--by--another--persono--~h±s-property-±s-assessed 

under-the-appropr%ate-e%assi~±eatien-and-the-taxes--are--due 

and--paya~%e--±n--twe--payments--as--provided--±n-±S-i4-i9i~ 

9e%±nqttent-eaxes-on-such-ieasehold-±mproYements-are--a--lien 

on%y-on-sueh-leasehel~-±mpro¥ementso 

t±tii±--~he---eerm--•l*vestock•--means--eattleT--sheep, 

ew±ne,-goats,-horses,-mules,-and-assesT 

tjt~--~he-term-•mob±le-home•-means-Eorms--ot--hocs±ng 

~nown--as--•erailers•,-•nousetra±iers•,-or-•trailer-eoaehesu 

exeeed±ng-8-£eet-in-w±dth-or-45-feet-in-length,-designed--to 

be--moved--from-one-place-to-another-by-an-independent-power 

eonneeted-to-them7 --or--any--•trailer•T--•housetraileru,--or 

•trailer--eoaen•--up-to-8-Eeee-~n-width-or-45-£eet-in-len9th 

ttsed-ae-a-pr±nc±pal-residence• 

tkt±!l--~he---term---•personal----property•----ineiudes 
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e•erything--that-is-the-sub;ect-of-ewnersh±p-but-~he~-±s-n~~ 

inel~ded-within-the-mean±ng-of-the-terms-u~eal--es~a~eu--and 

uimpre•ements•. 

t~t~--~he---term--Upoultryu--±ne±~des--ai~--ehiekens, 

turkeys7--geese,--ducks1---and---other---b~rd~---ra~sed---tn 

domest~eation-to-prod~ee-rood-or-reather~. 

tmt~--~he--term--UpropertyU-inciudes-money~,-ered~te7 

bond~,-~toe~s,-£r~neh±se~,-and-a%i-other-matters-an~-t~~n9sr 

reai7-persona±,-an~-m±~ed7--eapaCie--or--private--ownersh~p• 

~his--defin±t±on--must--not--be--eonstrtted--to-author±re-t"e 

taxation-o£-the-stoeks-of-any-eompany--or--eorporat~on--when 

the--property--er-sueh-eempany-or-eorperation-represented-by 

the-stocks-is-within-the-state-and-has-been-taxed7 

tnt~--~he-term-•rear-estaeeu-inei~des~ 

t±t--the-possession-o£,--c%aim--to,--ownersh±p--o€,--or 

riqht-to-the-possession-of-landt 

t±±t-a±±-m±nesT-minera±s,-and-q~arries-in-and-ttnder-the 

±and--su~;eet--to--the-proTisions-o£-±5-%3-59i-and-~±tTe-T57 

ehapter-i3,-part-8;-ail-t±mber-beiongin~-to--individdaTs--or 

eorporatione--~rewing--or--bein~--on-the-lands-o£-the-en~ted 

States;-and-ai±-ri9hts-and-pr±Yiie~es-appertaining--thereto. 

tot~--~he--term--•taxabie-value•-meens-the-pereent89e 

ef-markee-or-eeeeesed-va~~e--as--prov~de8--ror--~n--l5-6-l3~ 

threugh-r5-6-r497 

tit--~he-----~ftraee----um~n%eipal----eo~porat±on•----or 
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um~nieipeii~y•-or-"taxing-ttnit"-~hail-be-deemed-to-ineiade-a 

eoant77-ei~y7-ineoFperaeed-~ownT-townsh~p7-sehool--8±s~riet7 

±rrigation--d±strietT--dra~nage--district;--or--any--pereen7 

persene7-er-organized-bedy-attthori~e~-by--law--to--establish 

tax-±e•~es-~or-the-parpese-o£-raising-pttblie-reYenttev 

t3t--~he--term--"state--&eard8--or--"board•--when--ased 

w±thottt-other-quali£ieation-shall-mean-the-state-tax--appeal 

board•" 

HEW-SBe~~9Nv--Seetion-ST--ineome--tax--w±ndfall-reserve 

aeeottnto--tlt--~here--±s--an--±neome--tax--windfall--reserve 

aeeoant-in-the-state-epeeial-revenae-£ttnd• 

tit--Por--f±sea%--years--1988-and-1989,-the-first-SliTS 

m±%~±o~-r~ee~¥ed-in-eaeh-£±sen%-yea~-Erom-the-eeileetion--of 

~fta±v±daa%--±neome-t8xee-~nder-~itie-~5,-eha~ter-39r-m~et-&e 

depos±ted-in-the-ineome-tax-w±ndfali-reeerve-aceo~nt-in--the 

etate--epeeiaT--reven~e--fand-for-the-p~rpeee-o£-prov±ding-a 

reeerve-to-of£set-the-im~aet-of-petential--everestimates--ef 

the-ineome-tax-vindfa%1-reven~ee-to-the-etate~ 

t3t--~he--ba%anee--in--the--ineome-tax-w±nefa%%-reeerve 

aeeo~~--at--the--end--of--the--%989--fieeai--year--maet--be 

traneferred--te--the-generai-£and-and-inel~ded-in-the-endinq 

~enera~-fand-baianee. 

Section 1. Section 15-l-501, MCA, is amended to read: 

''15-1-501. Disposition of 

designated license and other taxes. 

-9-
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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 

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) Seve"~y-£ive--~e~een~--o£-aii-moneys-reee~~ee-rrom 

the--ee±±ee~ion--or--~"eome--~axes--~nder--eha~~er--39---and 

eorporat~Oft--~ieenee--and--ineome--~axe~--ttftder--ehap~er-3±1 

except-as-pro•ided-in-±5-31-~e~,-ekai±-be-deposited--in--the 

~ener8~--rttnd--s~b;eet-to-~he-p~io~-p~ed~e-and-approp~ta~ion 

o£-sneh-±neome-tax-ane-eorporatioft-~ieense--tax--eoiieet±on~ 

fer--the--payment--o£-%Oft1-~artge-btt±%d±n~-pro9ram-bond~.-~he 

reme±n+n~-~5%-o£-the-proceeds--o£--the--corporet±on--%±eense 

tax,---exeittdin~---that--aTToeeeed--to--the--eoHntte~--ttnder 

t5-3T-~9~,-corporation-tneom~-tax,-~nd-income-tax--sh~i~--be 

deposited--to--tke--eredit-o£-t~e-state-speeiai-reventte-f~nd 
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fer-eea~e-eqttait~8tton-aid-~o-~he-pttblie-sefteeis-of-M&ntana• 

All moneys received from the collection of income taxes 

under chapter 30 of this title that-~s-net-depeei~ed-±n-the 

ineome-tax-wind£a~%-reserve-aeeettnt-pttrsttant-to-tseetion--5i 

shall be deposited as follows: 

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

{b) 10% to the credit of the debt service account for 

long-range building proqram bonds as described in 17- -408; 

and 

(c) 31.8\ to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

(3) All mon@ys received from the collection of 

corporation license and income taxes under chapter 31 of 

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

deposited as follows: 

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

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

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

and 

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

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

t3ti!l The state treasurer shall also deposit to the 

credit of the state general fund all moneys received by him 
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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. 

t4ti21 Thirty-three and one-third percent of the total 

collections of the oil severance tax under chapter 36 shall 

be deposited into the local government block grant account 

within the state special revenue fund. After the 

distribution provided for in 15-36-112, the remainder of the 

oil severance tax collections shall be deposited in the 

general fund.'' 

See~ion-To--Sect±on-i5-36-i9it-M€A7-~~-emended-to-read~ 

ui5-39-i9i~--eer±n~tion~o---Por--th@--~~~po~@--o£--th~s 

ehepter,--uni~ee--oth~~·~~@--reqtt~red--by--th~--eontex~,-~ne 

foiiowing-eer±nition~-appiy~ 

t%t--•aaee-yeer-~tr~etttreu-means-the-roliew~ng-eiement~ 

o£-the-ineome-tax-strHetttre~ 

tat--the-tax-bree~et~--e~tabiishe~--in--15-36-±637 --bttt 

unad;usted--by-sttbseet~on-tit-fii-o£-±5-36-i93,-in-e££eet-on 

dttne-~9-e£-the-taxabie-year; 

tbt--th~--~xempttens--eontained---±n---15-~9-iiiT---bttt 

~nad;ttsted--by--subseetions--tit--and--t6t--of-l5-39-liir-in 

effeet-en-Jttne-36-of-the-taxable-year7 

tet--the--max~mttm--standard---ded~et±on---prov~ded---±n 

lS-39-iiir-bttt-~nadjttste~-by-sttbseetio~-trt-o£-±5-36-iii,-in 

effeet-on-dttne-38-e£-the-taxab±e-yearo 
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tit--•eens~mer--priee--inftex•--means-~he-eonsumer-priee 

index,-sn±eed-Seaees-ei~y-a•era~e,-£or-ail-±tems7-ttsin~--efte 

%96~--base--or--±99--as--pdbi±sfted--ey--the--bttreatt-ei-±aeor 

statisties-o£-ehe-8TST-8epartment-o£-~aeerT 

t3t--•eepartment•-means-the-department-o£-reventteT 

t47--4 8iYidend•--means--any--d±stribdtion--made--ey---a 

eorporation---ottt---or---its--earnin~s--or--pro£its--to--its 

shareho%ders--or--members,--whether--±n--easft--or--in--other 

property--or--±n--stoek-o£-the-eorporation,-other-than-stoek 

a±v±dends-as-here±n-de£±nedT--UStoek--d±Yidends•--means--neW 

stock---±ssued7--Eor--s~rpi~s--or--pro£its--eap~ta~~zed,--to 

shs~ehoiders-~ft-proport~on-to-the~r-prev~otls-ho±d±n~~~ 

t5t--up~d~ci8ryu-m~ans-a-~tlard±an,--tr~ste~,--execatorT 

a8m~ni~tratOrT-reeeiver7-COftservatOr7-0r-any-perSOftt-Whether 

indi¥idHa%--or--eorperate,--acting-±n-any-£idnc±ary-ea~aeity 

for-any-person,-trnst,-or-estate. 

t6t--aPore±~n-eo~ntrya-or--Ufore±gn--government•--means 

any--jnr±se±etion--other--tftan--the--one-embraeed-within-the 

ijnited-St8tes,-its-territories-and-possessions~ 

tTt--•Sross-ineome4-means-the-taxpayer~s--~ross--ineome 

for--federa%-±neome-tax-parpeses-as-defined-in-seetion-6%-o£ 

the-Tn~ernai-Reven~e-eode-of-~954-or-as-that-section-may--be 

iabe~--or--amendedT--exel~ding--~nempioyment--eompensation 

±nc%nd~d-±n-£edera!-9ross-ineome--nnder--tfte--provisions--o£ 

section--85-or-ene-Tftterftai-Reven~e-eode-o£-~954-a~-amendedo 
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tBt--uTftr~at!on-£aeeoru-means-a-n~mher--deeermined--£cr 

eaeh--~axeb!e--yeer-by-dividin~-the-eons~mer-priee-iftdex-ror 

a~ne-of-ehe-taxabie-year-by-t~e--eon~~mer--priee--!ndex--£or 

dH~e,-%986-%98T~ 

t9t--•in£ormae~on--a~efte~•--±ne±ttdes--a±±--iftdivid~ai~7 

corporaeion~~-a~~oc±ae±ons,-and--pertner~fti~e7--in--whate~er 

eapaeity--aetingT-ineindin~-lessees-or-mortga~ors-or-rea±-or 

pereonal-property,-£idtteiariee7 -employers 7 -and-a%%--o££ieere 

and--employeee--o£-the-state-or-~£-any-mttnieipe~-eorporation 

or-poiitieal-e~edivieion-o£-the-state,-having--the--eontro~7 

reeeipe,--ettstody,--diepoeal7--or-payment-or-±nterest,-rent7 

sa±aries7---wa~es,---premiam~,---annttities7---eompensations7 

remttnerations,--emolaments,--or--other-£ixed-or-determinable 

ann~al-or-periodieal-9ainsT-profits,-and-ineome-with-respeet 

to-whieh-any-person--or--fid~eiary--is--taxable--ttnder--this 

chapter. 

t~et-•Knowin~!y•-±s-as-de£ined-in-45-~-l9lo 

tiit-ANet--taxable--income•--means--the--ad;ttsted-~ross 

ineome-o£-a-taxpayer-less-the--dedttetion~--allowed--by--this 

ehapter--±s--the--federal--taxaele--±neome--o£--a--taxpaye~7 

ine~~ding-in~e~e~t--reeei~e~--£rom--ob%igaeions--o£--enother 

~tate-or-poli~icai-s~b~ivision-ehereof,-~e~s-the-edjtlsement8 

~pee~fied-in-~5~~9-iiio 

ti~t-•Noftres±dentu--refers--to--a--per~on--who--has-not 

eseablished-a-re~ieenee-in-thi~--3tate--d~r±ftg--the--taxable 
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yeat'T 

tiitf!11-UPa~euT-rer-~he-p~rpeses-o£-the-dedue~~eft&-and 

ered±ts-ander-this-ehapter,-meane-pa~d-e~-aeer~ed-er-paid-or 

ineurredy--and--the--terms--upaid--or-ineurredu-and-•paid-er 

aeeraed4-ehail-be--eonstrued--aeeerdi~~--te--ehe--method--o£ 

aeee~ntin,--ttpen--the--basis--of-whieh-the-taxa&±e-ineeme-ie 

eomputed-under-th±s-ehapterv 

t~4t-•Part-year-resident~-re£ers-to-a-taxpayer-wh~-~s-a 

resident--ef--th±s--state--and--another--state--durins--·-the 

taKparer~s-taxabie-year. 

tl3t~-·P~rpesety•-±s-as-def±ned-±n-45-~-%9l~ 

tt4t!1!!1-•R~eeived•7-fer-the-purpose-o£-eompatation-o£ 

taxah~e-ineome-ander-this-ehapterT-aeane-reee~ved-er-aeer~ed 

and--~he--term--•reeei¥e4--er--seeraed~--shaii--be-constr~ed 

aeeerdiftg-to-the-meehod-e£--aeee~ft~iftg--~pen--the--basis--o£ 

wh~eft-~he-~axab%e-ineome-ia-comp~~ed-~nder-~h~s-ehapterT 

tiSti!!i-•Resi8ent•-app%±es-eft%y-~o-natura%-persons-and 

ine%adesT--£or--the--parpese-ef-determ~n±n~-%ta~±%ity-to-the 

tax-impese8-by-this-chapter-with-reierenee-to-the-ineeme--er 

any--taxab~e--year7--any--persen--demieiled--ift-tfte-state-o£ 

Montana-an~-any-ether-peraon-who-maintains-a-peraanent-plaee 

o£-ahode-within-the-state--e•en--though--teaporariiy--abaent 

rrem---the---state--and--ftas--net--esta~lished--a--residenee 

elsewhere. 

ti6t-•9axabie-income•-means-~he-adjasted--~ross--income 
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e~--a--taxpayer--less-the-dedttetiens-and-exemptions-pro~ided 

£or-in-thie-.chapter. 

tiTtf!!t-•~axah%e-y~ar•-meafts--~h~--~axpay~r~s--taxa&±~ 

yea~-£or-federal-income-~ax-~~r~oseeo 

t±8t~-u~axpay~r•--ine%~~es--afty-pereoft-or-fid~e±ary, 

resident-or-nonresidentr-s~ft;eet-~e-a-tax--impesed--by--thie 

ehapter-and-does-not-±nei~de-eorpor8t±enson 

Sec~ion-8o--Seetton-±5-39-±93,-MeA,-~e-amended-to-read~ 

•±5-39-±93.--Ra~e--of--tax•--ttt-~here-sha±%-be-ie~iedr 

eoileetedT-and-pai~-ror-eaeh-taxable-y~ar-eommenein~--on--or 

after-Becember-3lr-i96&-~,-~~on-the-net-taxab±e-~ncome-ot 

e¥ery--taxpayer--s~bjeet-to-this-tax7-atter-makin9-aiiowanee 

fer-exemptione-an~-ded~et±ons-ae-ftereinaft~r-provided-~xeept 

those-sub;eet-to-e~bsection-titr--a--tax--on--the--£oiiowin9 

brae~ets-of-net-taxabie-ineomei-as-adjasted-ttnder-sobseetion 

t~t-~-·~-~he-re~~ew±n~-ra~es~ 

tat--on--the-first-$ir999-ot-taxabie-±neome-or-any-part 

thereot,.-2,1'" 

tb7--on-the-next-$ir999-o£-taxabie-income-or--any--part 

thereofy-3%T 

tet--on--the--next-$~r969-of-taxabie-ineome-or-any-~art 

t:hereeh-4t; 

tdt--on-the-next-$27988-ef-taxab±e-ineome-or--any--part 

therec£T-5t":' 

tet--eft--~ne--next-$~r999-o£-taxabi~-~neome-or-afty-part 

-16- HB 904 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/03 

~hereer7-6'~ 

ttt--on-efte-next-SZT999-of-eaxab~e-~neeme-or--eny--part 

thereor,-?~; 

tgt--on--the--~exe-$47699-of-texa~ie-~neome-or-any-part 

thereoft-8%~ 

tkt--on-the-nex~-$67999-oi-taxabie-±neeme-er--any--~art 

thereofT-9%; 

tit--on--~ne-next-~~5,999-of-taxabie-ineome-or-any-part 

thereo£,-16%; 

t;t--on-any-taxabie-income-~n-exee~~-of-$3St996-or--any 

part-thereofT-ii%• 

tat--$6--to--$4,599--of--net--taxebie-~neome,-4%-of-net 

taxabie-±neome; 

tet--o~er-&4,599-to-$iit969-o£-net-taxabie-ineome;-$i89 

pl~s-6%-of-net-taxabie-ineome-o~er-$4,599; 

tet--o•er-$ii7999-o£-net-taxabie-ineome,-$636--pr~~--8% 

o£-net-~a~abie-~neome-o~er-$%%,aaa. 

tit--~he~e--sha±±--be--±e•iedT--eolle~ted,-and-~atd-£or 

eaeh-taHab±e-yea~-eommeneing-en-er-a£te~-Beeember-3%t--~986T 

~pon--~~~--net--taxab~e--ifteome--of--every-taxpayer-~ilinq-a 

retttr~-~siftg-the-married-Ei±ing-separaee-~eattte-a-eax-en-the 

£ollow*ng-brae~ete-o£-nee-eaxab%e-ineome,-as-ad;ttstee--~nder 

~ttb~eetie~-t3t,-at-the-£ol%owing-rates~ 

tat--$6--to--$iti59--o£--net--ta~abie-income,-4%-of-net 

taxable-~neome~ 
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fbt over-$%Ti59-to-$6r999-or net-eaxable--ineomeT--$99 

p%tts-6%-o£-net-taxab±e-±ncome-over-$ZTi59; 

tej--over-$6r889-o£-net-taxable-±neome7 -$3±5-p±tts-8%-oi 

net-taxable-~neome-over-$6,999o 

t~ti!i--By--November--l--or--eaeh--year7-the-de~artment 

~hall-mtt±t~ply-the-brac~et-amottnt--conta±ned--±n--eabseet±on 

sttbseetion~--t±t--and--tit--by-the-±n£lat±on-£aetor-£or-that 

taxable-year--and--roand--tne--ettmtt~8t~ve--br8e~ee~--to--the 

nea~e~t--$~99o-~he-r~~~lt~nq-adjttsted-braekets-are-e££eetiY~ 

£er-that-ta~~bfe-year-and-~ha±±-~e-tt~ed--as--the--ba~is--£or 

~mpe~ition--o£-the-tax-±n-sttbseet~eft-sttb~ee~±ens-t±t-4nd-t~j 

o£-this-seet~enou 

Section-9o--Seetion-i5-36-~65,-MeA,-±~-amended-to-read~ 

ut5-39-t95~--Tax--on--nonres±dent------aiternat±ve--tax 

based--on-~ross-~aie~o--t±t-A-±ike-tax-±s-imposed-~pon-every 

per~on-not-res±dent--oE--th±s--stater--whieh--tax--sha±l--be 

le~iedT--eo%±eeted,-and-paid-annttally-at-the-ra~es-speei~±ee 

in-15-39-163-with-re~peet-to-h±e-entire-net-ineome-as-herein 

dei±ned-£rom-all-property-owned--and--~rom--every--bttsiness 7 
trader--proEess~oft7--or-oeettpat±on-earried-on-in-this-state. 

trt--Pttrsttant-to-the-prov±sions-o~-Ar~iele-%%%7-seetion 

r,-o£-the-Mtt±t±state-~ax-eompaetr-every-nonresidene-tax~ayer 

~eqtlired-to-£±±e-~-retttrn-and-whoee-on±y-aetivity-±n-Montana 

eonsiets-o£-makin~-~ales-and-who-does-not-own-or--rent--real 

est.ate--or--tsng±ble--persona±--property--w±thin-Montana-and 
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HB 0904/03 

e~--the-interna%-RevenHe-eodeT-m~st-be-p~erated-to-determine 

n±s-Mon~afta-alternat~ve-min~mHm-taxab~e-ineomeo-~he-prorated 

~neome--is--arrived--at--by--dividing--the--Mo~tana---ineome 

determined--pttr~ttant--to--15-39-13%--or--tseetion-l~t-by-the 

federal--adj~sted--~roes---ineome---and---mttltipiyin9---this 

pereenta9e--by--the--taxpayer~s--federa%-alternative-minimHm 

taxable-fncomeo 

tbt--~he--taxpayer~~---prorated---Montana---a%ternative 

m±n±mHm--taxable--±neome--±s--tken--adjtt~ted--to-inc~ttde-the 

interest-received-~rom-obiigat~ons-e£--another--state--or--a 

polit±ea%--sHbd±v±s±on-the~eo£,-i£-the-~nee~est-±s-~sed-in-a 

~~a~e,-oee~pat±en7-or-bns±ne~~-earried-on-~n-tht~-state; 

tet--~he--taxpeyeris---prerated---Montana---a±ternative 

m±n±mnm-taxae±e-±neome-m~~t-then-be-red~eea-by~ 

tit--all--~nterest--reeeived--£rom--obiigat±ons--o£-the 

Hnite~-States-go~e~nment; 

tiit-ai+-ra±iroad-ret±rement-bene£±t~;-an~ 

t±±±t-aii-±neome-earnea-by--an--enroiied--member--of--a 

federai±y--~eeo9ni~ed--£ndian-tr±be-whiie-±i~ing-and-wer~ing 

on-a-£edera±iy-estabiiehed-fndian-reservat±eno 

td?--Per---ree±dents,---nonres±dents,---and---part-year 

res~deftts,---a---tax---rate---of--St--shai±--be--appi±ed--te 

tn~·-Mentana--a±ternettve--minim~m---taxab±e---ineomeo---The 

t~~payer---shaTT---pay--the--greater--amotlnt-of-the--Montana 

a~tE~ft~t±ve--min±mttm---tax---or---tne---tax---prov±ded---£or 
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HB 0904/03 

tit--rS-39-±T±,-~E-a-r@sident~ 

t±it-i5-39-i3l,-±r-a-fteftre~ident;-or 

t±±±t-tsee~ioft-i3fr-±£-~-pere-y~ar-re§ident• 

t6t--Baeh--taxpayer--~haii--£~rni~h--wi~h--h±~--Montana 

aiternat±ve--m±n±~~m--~ax--~etttrn--a--eopy--of--his--Eederai 

aiternative-minimttm-tax-retcrft• 

Seetion-i9o--Seetion--%5-39-ttiT--M€A,--±~--amended--to 

reae-:-

urs-39-lilo--Ad;csted--gre~~-Montana-net-taxable-ineome 

£or-re~ident~o---tit--Ad;n~ted--gros~--Mefttana--net--taxable 

ineome--£or-res±dent~-~haii-be-the-taxpayer~~-reeerai-±neome 

tax-adjc~ted-qross-taxable-±neeme-a~-de£ined-in--section--6% 

o£--the-fnternai-Reventle-eode-o£-±954-or-as-that-~eetion-may 

ee-iaeeied-or-amenOed-and--±n--add±tion--shali--inelcde--the 

£oliowinq~ 

tat--aii--±ntereet--reeeived--on-obii9ation~-o£-another 

~tate-or-terr±tory-or--eo~nty,--mHnie±paiity,--district7--or 

other-pol±tieai-e~bdi~ision-thereo£, 

tbt--aii--re£cnds--reee±ved--of--federai-~income-tax-±~ 

%987,-to-~he-exteat-the-ded~et±on-of-s~eh-tax-re~~±~ed-±n--a 

rednetion-o£-Mo~tena-±neome-tax-Ziab±li~y;-anO 

tet--that--portion--o£--e--~ha~eho±de~~s--±n~ome--tlnder 

~~hehapter-So-of-ehap~~~-i-of-the-fn~erna±-Re~entle--€ode--or 

~954--that-has-been-red~eed-by-any-federa±-taxe~-pa±d-hy-the 
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~ftder--±5-3i-~9~,--es--ame~ded7--i~--~e~-±n-erree~,-adjtt~~ed 

~reee-~fteome-doee-ftot-~neittde-sny-p8rt-o£-the--eorporstion~s 

ttnd±strib~ted--taxable--ineome7 --net-operatinq-iose,-eapitai 

gains-or-other-gains7-~ro£±te7--or--toeees--reqaired--to--be 

~neTttded--in--t~e--ehareheTder•s-Eederal-ineome-tax-ad;asted 

9ross-±neome-by-reason-o£-the-said-eieet±on-under-subehapter 

So-Hovever,-the-sharehoider~s-ad;aeted--groes--ineome--shaii 

~nelude--aetual--distrihutions--£rom--the-eorporat±on-to-the 

extent-they-would-be-treated-as--taxable--dividends--if--the 

sttbehapter-s~-eieetion-were-not-in-effee~~ 

t•t--A--~nareho%8er--o£--8-BfSe-~h8~-~~-exemp~-from-the 

eorporat~on-%icen~e-tax-~nder-i5-3i-i8¥titt±t-sha±±--inci~de 

~~-hi~-adj~s~ed-~ross-~neome-~he-earnin~s-and-profits-ef-the 

B~se--±n-the-same-manner-as-~ro¥ided-ey-federa±-%aw-tseetion 

9957-~nternai-Reven~e-eodet-for-aii-periods--for--whieh--the 

BfS€-e±eet~on-i~-effeetive. 

t5t--A--~axpayer--who,--±n-determin±n~-£e8era%-adj~~ted 

~ross-ineome7-has-re~~eed--his--bttsiness--ded~e~ions--by--an 

amoant-£or-wa~es-and-sa±ar±es-£or-whieh-a-£edera%-tax-eredit 

was--eleeted--ttnder-section-448-of-the-internai-Reventte-eode 

o£-%95~-or-as-that-seetion-may--be--iabeied--or--amended--is 

allowed-to-dedaet-the-amoant-o£-s~eh-wages-and-sa1aries-paid 

re~ardie~s--o~--the-ered±t-ta~eno-Th@-ded~etion-mttst-ee-made 

in-the-year-the-wa9es-and-saTaries-were-~sed-to-comp~te--~he 

eredito--fn--the--case--eE--a--pertnersh±p-or-sma~~-bttsi~@SS 
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eorpora~ien,-the-dedHction-mtls~-be--made--to--determ~fte--the 

emottft~--e£--ineome--er--±oss--of--the--partnershi~--or-sma%% 

bttsi~ess-corporat±ono 

t6t--Married-taxpayers-~±i±ng-a--1ei~t--£edera%--retttrn 

who--m~st--ine~ttde-part-of-~heir-eeeiai-seettr±ty-bene£±ts-or 

part-o£-their-t~er-±-rei±roed-retirement-~enefits-in-federe± 

ae;~eted-gross-income-may-sp1it-the--£edere%--ba~e--osed--in 

ea~ett~atie~--of--federaT-taxabie-soc±a±-secttrity-benefits-or 

federai-taxebie-t±er-1--re±ireae--retirement--benefits--when 

they--~±±e--separate-Montana-income-tax-retttrn~o-~he-£edere% 

baee-m~st-be-s~iit-eqtta±±y-o~-the-Montene-re~ttrn~ 

tTt--A---texpeyer---~ece±•±n~---retirement---d±sebiiity 

benefits--who--has--not--atta±ned--age--65-by-~he-end-o£-the 

taxab%e-yeer-and-who-hes-ret±red-es-permanently-and--teta±±y 

d±sab%ed--may--exelttde-£rom-ad;~sted-~ress-ineome-op-to-$i99 

per-week-reeei¥ed-as-we9es-or-peyments-in-iiett-o£-weges--£or 

a--per±od--dorin~-whieh-the-empioyee-is-absent-£rom-wor~-dtte 

to-the-disabil±~yo--f£-the-adjttsted-gros~-±neome-before-th±s 

exe±tt~ion-and-be~ore-applieetion-of-the--two-eerner--marri@d 

cottpie--dedttction--exceeds--$±57999,--the-exee~s-~ed~ees-the 

exe±~eien-hy-aft-eq~ai-amottft~o-This--lfmi~a~foft--aff~e~s--t~e 

amonnt--o£-excTa~iOft7-bttt-not-~he-tax~ayeri8-e±iqie±%ity-fer 

the-exei~sien~--f£-e1i9ib±e,-married-individ~a1~-shall-apply 

the-exe~osien-~eparateiy,--btlt--th~-~l±m±tat±on--ror--ineome 

e~eeeding--,15,999-is-determined-with-re~p~et-to-the-sponses 
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on-eheir-eomeineft-aO;tt~ted-gross-~neomeT-Por-the-pttrpose--ef 

this--snbseetion,--permanent%y--and--totaity--d±sabied-means 

ttna&Te-to-enga9e-in--any--stt&stant~a%--ga~nftt~--aet±¥±ty--by 

reason--of--any--med±eaYiy--determ±ned--phys±cai--or--menta± 

±mpa±~ment-iast±ng-or-expeeted-to-%ast-at-ieast--ir--monthso 

tbt--aTi-~a±~road-ret±rement-bener±ts~ 

tet--aii-bene£±tsr-not-in-e~eess-o£-$~76ee 7-reee±ved-as 

an-anntt±ty,-pens±on,-or-endowment-ttnder-any-pttbl±e,-pr~ ·ate7 

or-eorporate-ret±rement-pian-or-system-other-than-a-ra±lroad 

retirement-pian; 

tdt--alt--±neome--earned--by--an--enrolled--mem~er-o!-e 

federa%%y-recogn±zed-rnd±an-tr~be-wh~±e-r~~~ng--and--werk±nq 

on-a-~eder8~±y-estabiished-%ndian-reser¥ationo 

t3t--A--taxpayer--who--e~eets-to-itemize-his-dedttc~ions 

from-~neome-on-his-£ederal-retttrn-for-tax-rear-%98T-and--whe 

is--reqttired--to--pay-additionai-£ederai-tax-dtte-in-r98T-for 

the-l986-t8x year-may-dedttet-the-£ederal-tax- peid--in--1987 

from-his-Montana-net-ineome~u 

Seetion-ll~--seetion--l5-36-i3lr--MeA7--is--amended--to 

read-: 

ul5-36-l3lo--Henresident---and----temporary----resident 

taxpayers----ad;ttsted-~ross-ineome----deductions-Montana-net 

taxable--ineome--for--nonres±dents~---tlt--rn--the-ease-of-a 

taxpayer-otfter-than-a-resident-of-this--state7 --Montana--net 

taxable--income--for--nonresidents--is-deri~ed-Erom-adjusted 
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gross-income-£rom-sottrces--w±thin--and--withottt--the--stater 

determined-as-follows~ 

tat--Montana--adjusted-9ross-±neome-ine~ttdes-~he-entire 

amottftt-er-eederai-ad;ttsted-9ross-income-from-sonrees--w~tft~n 

thi~---~t8t~L---bttt--shal!--do~~--ftet--ifte!~ee--±neom~--from 

annnities,-inter~st-on-bank--depo~its 7 --in~erest--on--bonds, 

note~7 --or--other-int~r~st-b~arin~-ebii9atiens,-or-di¥±dend~ 

on-~toek-of-eorporations-exeept-to-the-~xtent-to--whi~h--th~ 

~am~-shaii-be-are-a-part-of-ineome-from-any-bnsine~s,-trade, 

profession,---or---oeettpation--esrried--on--in--thi~--~tet~• 

tnterest-ineome-from-instaiiment-saies-o£-r~ai--or--tanqtb±e 

eemmereial--er--bttsiness-property-ioeated-in-Montana-mttst-be 

in~ittded-in-ad;ttsted-~ross-ineome.---Ad;tt~ted--9ro~s--ineome 

Erom---sonrees--with±n--and--w±thout--this--state--shail--be 

a±±oeated-and-apportioned--~nder--rtties--preseribed--by--the 

department~ 

tit--tn-the-ease-o£-a-taxpayer-other-than-a-resident-o£ 

this--state--vho-i~-a-resident-o£-a-state-that-imposes-a-tax 

on-the-±neome-oE-natural-persons-residin9-vithtn-that-state7 

the--dedttetiona--aiiowed--in--eomp~tin~---net---±neome---are 

restrieted--to--those-direetly-conneeted-with-the-prodttetion 

oi-Montana-±ncome~ 

t3t--In-the-case-o£-a-taxpayer-ee~r-than-a-re~ident-oe 

this-state-who-is-a-resident-o£-a-sta~e-that-does-not-tmpo~e 

a-tax-on-the-~neome-of-ns~ttra%-per~ens-~es~din~-with~n--that 
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etat~T--the--dedttetions--aticwed-in-eemptt~ing-net-income-a~e 

restricted-~e-the-g~e8ter-ef-those-direetiy-reiatin~-te--the 

~rod~etion--of--Montana-±neome-or-a-prorated-amo~nt-o£-tnose 

aiiewed--tlnder--iS-39-l%1•--Por---the---pttrpeses---ef---tnis 

~ttbseetienr-dedttetiens-aiiowed-ttnder-15-38-iZi-appiy-oniy-to 

~arned--ineome--and--m~st-be-prorated-aeeordinq-to-the-ratio 

that-the-tax~ayer~s--Montana--earned--ineome--bears--to--his 

£ederai-earned-incomeo 

t4t--A---temporary--resident--shall--be--allowed--those 

~edttetions-and-the-eredit-nnder-iS-3i-i99-aiiowed-a-resident 

to-the-extent-that-~~eh-ded~etions-or-ered±t--were--aet~a%%y 

ine~rred--or--expen~ed--in--the--~~ate-o£-Montana-d~ring-the 

eoar~e-e£-his-re~ideney. 

tSt--~or-the-parposes-o£-this-seetionr-~earned--±neeme~ 

~"ei%--ee--de£ined-as-the-same-term-is-de£ined-in-seetien-43 

o£-the--~nternai--Reven~e--eode,--or--as--that--~eetien--may 

s~bseqtlentiy-be-amended• 

t6t--Notwithetanding--the-provisions-of-stthseetions-t~t 

and-t3tr-any-eont~ibtttion-made-a£ter-9eeember-3lr--f98ir--to 

the--state--o£--Montana--er--a-po%it±ea%-stthdivision-thereof 

sha~i-be-an-a%iowab%e-deduetion--in--eompating--net--ineome. 

~he--d~Sbetion--is--sttb;eet--to-the-iimitations-set-forth-in 

seetion-}TQ-o~-the-Tnternai-Reventte-eoee-or-~954,-as-Taeeied 

or-amended. 

tbt--~o-determ±ne-his-Montana--net--taxabi~--tneome7--a 
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nonres~4eftt--may--ded~ee--frem--his--Mofttana--adi~sted-gross 

~neome-onry-tfte-feilewinq-items~ 

tit--a-prerate~-pa~t-of-the-fede~a%-exempt±on--prov~~ed 

£er-±n-seetien-%51-of-the-~n~ernal-Re~enue-eo~e~ 

t±~t-e---p~erated--part--er--~he--taxpayer~s--federaliy 

ailowed-home-mortgage-~nteres~~ 

tiiit-a--prorated--part--o£--the--taxpaye~~s--£ederally 

aliowed-meftieai-e~penses; 

ti•t-al±-s~ms-donated-to~ 

tAt--an--organi~ation-q~a±~fied-under-seetion-59ltett3t 

o£--the--£nternal--Revenue--eode---to---~eeeive---tax-exempt 

eon~rib~tions,-whieh-eond~ets-its-pr±ne±pai-aetivitr-in-th±s 

staee~-or 

tBt--ehe-state-o£-Montana-or-a-politiea%-subdiv±s±on-or 

a!eney-thereo£~ 

tvt--a±l-rai%road-ret±remen~-bene£its~ 

tvit-ail---±nterest---reee±ved---frem---Hnited---States 

obligations~ 

t•±it-all-ineome-earned-by--an--enrolled--member--o£--a 

£ederally--reeognized--fndian-tribe-while-l±ving-and-working 

on-a-£e4erally-estab%ished-fndian-reservation~ 

tviiit-interest-and-taxes-on-Montcna-property-used--for 

the-prod~etion-o£-Montana-±neome. 

tet--~he--prorated--part--re£erred--to--±n--subseetions 

t%ttbttit-thro~gh-trttbttiiit-ie-determined--by--m~ltiplying 
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the--ratio--oE--Montana--ad;aste~--grcss--±neome--to-Eedera~ 

adjusted-gress-±neome-ey-tfte--federa±±y--a±±ewed--ded~e~iofts 

speeified-in-s~hseetions-t±ttbtt±t-through-tlttbjt±±±t• 

tdt--9fte--eepartment-may-adept-r~res-ror-8%±eeating-and 

appertiening-ad;~sted-gross-ineeme-from-soarees--w±tft±n--and 

w±thoat-th±s-stateo 

t~tt!l--Per--par~osee--of--th±s--seetion,--~±nstaiiment 

saiesu-means-sates-±n-wh±eh-the--bayer--a~rees--to--par--the 

seiier-±n-ene-er-more-deferred-±nsta±±mentso 

f3t--~he--nonres±dentLs--Montana--net-taxabie-±neome-is 

sabjeet-to-the-rates-pro¥ided-±n-i5-39-±&3ou 

NEW-SBe~r9No--9eee~en-Tio--Menea~a-ne~--taxab%e--ineeme 

£or--part-year--residentso---tTt--~e--de~erm~ne--Mentana-nee 

~a•abie-ineemeT-a-part-year-reeiden~--may--ded~et--£rem--his 

Mentana-adj~eted-greee-~neome-a-prorated-part-ef-his-federa% 

standard--deduet±on--or--a--proreted--par~--o£--the-±temized 

dedtte~~one--aiiewed--~y--the--lnternai--Revenue--eodeo---~he 

dedttetion--allowed-in-th±s-section-mcst-be-the-same-as-ta~en 

by-the-taxpayer-en-his-£edera%-ret~rn--£or--the--year.---~he 

prorated--part--is--determined--by--mcitipiyin9-the-ratio-of 

Montana-ad;ttsted-9ross--±neome--to--federa%--adjueted--~roee 

ineome-by-the-etandard-deduetions-or-itemized-deductionso 

trt--for--pcrposes--o£--this--see~io~7-Montana-adj~sted 

~ress-+neome-i~-determi~ed-as-£oiiows~ 

tat--Mo~tana-adjusted--gross--ineome--ineludes--federa± 
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ad;ttsted--~roes--ineome-£rom-ali-socrees-reeetved-dcring-the 

period-of-resideney-8nd-all-±nterest-i~eeme-£rom-±~stailment 

~8~~s-eE-rea~-er-tan~±bie-eommere±a±--or--b~s±ness--pr~perty 

iocated-~n-Monta~a,-i~ss-~he-foiiew±n~~ 

t±t--a±i--±nterest--rece±ved--£rom--obi±gat±ens--oE-th~ 

8~ited-Stat~s-~overnm~n~7 

t±±t-ai±-ra±iroad-ret±rement-±ncome;-and 

t±±±t-aii-±nceme-~arned-by--an--enreli~d--member--er--a 

federaily--reco~n±zed--f~d±8n-tr±be-wh±le-i±v±ng-and-working 

on-a-federaiiy-e~tabi±shed-fnd±an-reservat±ono 

fbt--Montan8-8d1csted-gross-±neome-dees-not-±nelnde-the 

£ollowing-ttnless-a-part-o£-±neome-from--a--b~s±ness,--trade, 

profe~s±on7-or-oeeopat±on-earr±ed-en-±n-thi~-state~ 

t±t--±neome-from-anntt±t±es; 

t±±t-±nterest-on-bank-depos±ts; 

t±±±t-intere~t----on----bonds,----notes,----or----other 

±nterest-bear±ng-ob±±gat±ons;-or 

t±vt-d±v~dends-on-stoek-of-eorporat±onso 

t3t--~he--part-year--res±dent~s--Montana--net---taxabie 

±neome-±s-sttb;eet-to-the-rates-pro•±ded-in-i5-36-±63o 

Seetton-l3o--9eetion--l5-39-l3i,--M€A,--±s--amended--to 

read--:-

ui5-39-i3%o--ehange-from--nonres±dent--to--re~±dent--or 

~ice--~ersa--of-residency-statttso--Tf-a-taT.payer-ehanges-h±s 

statos-£rom-~hat-o£-residen~-~o-tha~-of-ftonre~±dent-o~--from 
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enat:--ef--r'1onre~ident:-t:e-t:ftat:-e£-re-s±dent-dt2r~ng-the-t:exab3::e 

yearT-he-~fta±l-£~le-a-retttrn-eeverin~-the--fraetien--e£--tfte 

year-dt2ring-whieh-he-was-a-re~identT-The-e~emptions-~revided 

in--15-39-lli--sha%%--be--~rorated--on-the-ratie-t:he-Mofttana 

adjttsted--~ross--ineome--bears--to--£ederal--ad~tt~ted--~ross 

ineomeo---A---Montana--e±t±zen--mov±n4--0Ht--o£--the--stateT 

abandon±n9-h±s-res±~enee-±n-the-state7--and--establ±sh±ng--a 

res±denee--elsewhere--mttst--£±le--a-rett2rn-on-the-£raetional 

bas±s~-T£-he-obtains-employment-ottt~±de--the--state--withottt 

abandon±ng--h±s--Montana--residenee7--~hen--ineeme-£rom-~ueh 

empioymen~-i~-taxabie-±n-Mentana~u 

Seet±on-%4.--see~±en--t5-39-~35r--MeA,--is--ameftded--~o 

read-:-

~i5-39-i35.--T8x--on--eenef±eiaries--or--£±dae±a~±es-oi 

e~~ates-or-tru~~~·--t%t-A-eax-shaii-~e-impo~ed--ttpon--e±~her 

the--£±d~eiarie~--or-the-~ene£ieiaries-o£-estates-and-trtlsts 

aa-here~na£ter-~rovidedr-except-to-tfte-exeent--~ueh--estates 

and-tr~ata-shaii-ee-are-heid-£or-ed~eat±onai,-eharitabie,-or 

reiigioas--p~rpoeee7--whieh--tax-eha~l-be-leviedT-eoiieeted; 

and-paid-ann~aiiy-with-re~peet-to-the-±neome-o!--esta~es--or 

o£-any-•±nd-o!-property-heid-in-trustr-ineiudin9• 

tat--ineeme--reeei¥ed--ey--eatates--o£-deeeased-pereons 

dtlr~n9-tfi~-period-o£-administrat±on--or--settiement--o£--the 

estate~ 

tbt--±neem@--aeettmu%a~ed--in--t~ttst--£or-tfte-~eftef±t-o£ 
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~ftborn-or-~naeeertaineft-pereons-or-persona--w±~ft--eontingen~ 

±n~erests~ 

tet--±neome--h~%a--£or--ftttttre--d±str±e~~±on--~nder-~he 

t~rms-o£-the-wii%-or-er~et~-an~ 

tdt--±ncome--whieh--±s--to--be---distrib~~ed---to---~he 

bene£ieiariee---p~riodiealiy7--whether--or--no~--a~--regttlar 

inter~aisT-and-~h~-±nee~~--eeileeted--by--a--gttardian--o£--a 

minor,-to-~e-held-or-distrib~ted-as-the-eoHrt-may-direet. 

tit--~he--iidtteiary-shaii-be-respon~ib%@-£er-makin~-~he 

ret~rn-of-ineome-for-the-eeeaee-or-erttst-for-whieh-he--aeteT 

wftether--the-£±d~e±ary-or-the-bene£ieiariea-are-taxable-w±th 

referenee-to-tfte-ineome-of-s~eh-estate-or--trttet.--~n--ease~ 

ttnder--sabseetions--tat--and--td7--of--attbeeetion--titT--the 

£±d~e±ary-shall-±nelttde-±n-the-ret~rn-a--atatement--or--eaeh 

ber.e£±eiary~s--d±strib~ti¥e--share-of-net-ineome7-whether-or 

net-distribtlted-be£ore-the-eioee-o£--the--taxabie--year--for 

whieh-the-ret~rn-ie-made. 

t3t--Jn--eaees--~nder--attbeeetione-tatr-tb7r-and-tet-of 

s~bsee~ien-tlt,-the-~ax-aha!i-~e-impeeed-Hpen-the--r±~He~ary 

er--the--e~tate--er--trttst--with--reepeet-to-the-Mo"tana-net 

±neome-er-the-eeta~e-or-trttat--and--ahall--be--pa*d--by--the 

£id~e~aryw---+£--the--taxpayeria--net-ineome-ror-th~-taxab~e 

yea~-or-the-estate-or-tr~st-is-eom~~t~d-Hpon-the-basie-or--a 

per±od--different--~rom-that-tl~on-the-basis-or-wh±eh-~he-net 

ineome--o£--the--eetate--or--trttat--i~--eomp~ted,--then--h±s 
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~istrib~tive--ehere-ef-the-net-ineome-c£-the-estat~-or-tr~st 

ror-any-aeeo~nting-peried-e!-s~eh--estate--or--tr~st--en~ing 

within--the--riseai--or-caiendar-year-sha%1-he-eemp~ted-upon 

the--basis--oft--whieh--s~eh--benefieiary~s--net--ineome---is 

eomputedT--Tn-sueh-eases;-a-bene£ieia~y-net-a-resident-shaii 

be-taxab~e-with-respeet-te-his-ineome-derived--threttgh--sueh 

estate-or-trust-enly-to-the-extent-~revided-in-%5-3&-i3i-for 

individuals-ether-than-residents. 

t4t--~he-£idHeiary-ef-a-trust-ereated-by-an-empioyer-as 

a-part-o£-a-stoek-bontts7-pension,-or-profit-sharing-p%an-for 

the--exei~sive--benefi~--e£-some-or-ei%-oE-his-empleyeesT-~0 

whieh-eontrib~tio~s-ere-aede-by-s~eh-empioyer-or--eapioyees7 

er--be~h7--for-the-p~rpcse-o£-distrib~tin~-~o-s~eh-eap%oyees 

the-earnin~s-and-prineipa%-o£-the-f~nd--aee~mttleted--by--the 

~r~se--~n--aeeordance--with--s~eh-pian7-shall-not-be-taxebie 

ttftder-this-seetion7-bat-any-amoant-contrib~ted-to-sueh--f~nd 

by--the--empioyer--and--al%--earnin~s--o£-saeh-£and-shall-be 

inciaded-in-eompatin~-the-ineome-o£-the-distribatee--in--the 

year-in-whieh-dis~ributee-or-made-availabie-tc-hima 

t5t--Where-any-part-cf-the-ineome-of-a-tr~st-other-than 

a--testamentary-trast-is-or-may-be-appiied-to-the-~ayment-o£ 

premi~ms-apon-polieies-of--insaranee--en--the--iife--of--the 

qrantor--texeept--polieies--of-insaranee-irrevoeably-payable 

for-the-parposes-an~-in-the-manner-spee±Eied-relatin~-to-the 

so-ealied-•eharitable-eantri8~tienU--dedaet~ent--or--~e--the 
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payment--o£--premiame--~pen-~olieie~-er-~ire-in~aranee-~nder 

wftieft-tfte-qranter-~e--the--beneficiary,--s~ch--part--e£--the 

income--of--the-tr~st-shell-be-~nel~ded-~n-eom~ttt±ng-the-net 

±neome-oE-the-~ren~orou 

Section-l5a--Seetien--i5-36-i36t--MeA,--±~--amended--to 

read-: 

•!5-36-136~--eem~~tation-o£-±neome-o£-estetes-or-trn~ts 

----ewempt±on.---t~t--Exee~t--as--etherwise-prov±ded-±n-this 

efta~ter,-u~ress-~neomeu--o£--estates--or--tr~ets--means--all 

±neome--£rom--wftatever--so~ree--derived-±n-the-taxable-year, 

inel~d±ng-b~t-not-iimited-to-the-feilowin~-iteme~ 

tat--dividends; 

tbt--±nteres~-reeeived-er-eeertted7--±nel~ding--interest 

reeeived--en--obligat±ons-of-another-etate-or-territory-or-a 

co~nty,---m~niei~alityT---distriet7---er---etfter---poiitical 

s~bdi¥ision--thereof,--bttt--exeladin~--intereet--ineome-Erom 

obliqations-er~ 

t±t--tfte-~nited--States--~overnment--or--the--state--of 

Ment~naT 

tiit-a-seftool-distrietT-or 

tiiit-a---eoanty7---manieipality7 --dietriet,--er--otfter 

pelitieal-sttbdi•ieion-of-the-state; 

tet--±neome-from-~artnerehips-end-other-~idtte±ar±es; 

tdt--gress-rents-and-royalties; 

tet--qain-£rom-eale-or-exehenge-of-property,--ine%od±ng 
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those--ga~ns-tftat-are-e~e%~ded-rrom-gross-±neeme-~er-federa% 

f±dneiary-ineome-~ax--p~rposes--by--~eee±on--64%tet--of--the 

fn~ernal-Reyenue-eede-e¥-%9547-as-amended~ 

tft--9ress-profit-from-trede-er-businessT-and 

tqt--refands--reeovered--on--federal-ineome-tax7-~o-the 

extent-t~e-deduction-o£-e~eh-tax-re~alted-in-a-reduetion--or 

Montana-±neeme-tax-l±ab±l±tyo 

t%t--~n--eom~uting--net--±neome,--there--are-allowed-as 

deductions~ 

tat--±nterest--expenses--ded~etible--£er--£edera±---tax 

~urposes--aeeord±nq--to--seet±on-163-o£-the-!nternal-Revenue 

eode-e£-19547-as-amendedi 

tbt--ta~es-paid-or-aeerned--within--the--~axabie--year, 

~fte%ttdiftq--bttt--ftet--iimtted--~o--£ederai--ineeme--tax,--ett~ 

exe+~d±n9-Mon~ana-ineome-tax; 

tet--that--£idtteiary~s--portion--e~---depreeiatton---er 

deplet±on--whtch--±s--dedttetible--tor--rederai--tax-pttrpo~e~ 

aeeord±n9-to-seetions-%6~T-6ii;--and--64i--ot--~he--internai 

Reyentte-eode-o£-19547-as-amended; 

tdt--eharitabie--eentribtttions--that-are-dedttetibie-for 

federai-tax-purposes-aeeord±ng--to--~eetien--64itet--of--the 

%nterfta~-Reventte-€ode-e£-i954T-ae-amended~ 

tet--admtni~trative-expenses-eia~med-for-federa~-ineome 

tax--pttrposesr--aeeordin~--to-seetion~-~i~-and-64~tqt-o£-the 

rnternai-Reventte-€ode-o£-l9547-as-amended;-i£-sueh--expertses 
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were--net--eiaimed--as--a--dedttetion-in-the-determination-of 

Montana-~nheritanee-tax~ 

trt--iosses--£rom--£ire,--storm;--shipwreek7 --or--other 

easttaity-er-£~om-the£t,-to-the-ext~nt-not-eompen~a~ed-~or-by 

instt~anee--er-otkerwise,-th~t-are-dedtte~ib%e-tor-federa~-t8x 

p~r~oses-aeeord~n~-to-~eetion-165-of--the--interna%--Re~en~e 

€ode-of-%954T-DS-amended~ 

tgt--net--eperating-~oss-dedttetion~-aiiowed-for-federa% 

ineome-tax-under-~eetion-64%tdt-o£-the-+nternai-Revenue-€ode 

of-%954r-as-amended7-e~eept-e~ta~es--may--not--eYaim--lo~ses 

tkat-a~e-dedttetible-on-the-deeedent~~-Einai-return~ 

tht--a%1---benefits---reeeived--as--federai--empioyees~ 

retiremen~-not-in-exeess-of-$37689~ 

tit--a%%-benefits--paid--~nder--the--Moneana--teaehers• 

re~irement-system-that-are-speei~ied-as-exempt-from-taxation 

by-%9-4-~96T 

t1t--a%i---eenefits---paid--under--the--Montana--Pttblie 

Bmp+oyees~-Retirement--Sy~tem--Aee--that--are--speeif~ed--ae 

eKempt-from-taxation-&y-±9-3-~65; 

tkt--al~---benefi~e--paid--ttnder--the--Montana--kigkway 

petroimen~s-retirement-system-that-are-s~eeified--as--exempt 

frem-texation-by-i9-6-T95~ 

tit--Mofttana-fneome-tax-refunds-or-eredits-thereo£; 

tmt--a~~--bene£i~e-paid-tlnd~r-l9-li-&9~ 7 -i9-ii-694,-and 

i9-li-685-to-~et~red-and-disabled-firem~n-or-the~r-~H~ViYin9 
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spe~aee-or-eh~ldren; 

tnt--aii--hene£its--paid--~neer--the--mHnie~pa%--pel±ee 

eff~eersL--retiremeftt--system--tha~--are-spee±£ied-ae-exempt 

£rom-taxatien-by-%9-9-l895~ 

tet--ali-bener±ts-net-in-exeess-e£-$369-reeeived-ae--an 

annHityr--pens±on,--er--endewment-under-pr±vate-er-eorporate 

ret±rement-plane-er-systemee 

t3t--rn-the-eaee-ef-a-shareheider-o£-a-eerperetie -witft 

respeet-to-wh±eh-the-eieetien-prev±ded-for-~nder--sHbehapter 

Se--ef--the-£nternal-Revenoe-eede-o£-i954T-as-amendedT-ie-in 

ef£eet-hHt-with-respeet-to-whieh-the-eieetion--prev~ded--£or 

Hnder--l5-31-i9i--±s--not--in--effeetT--net--ineome-de@s-not 

ine%~de-any-part-o£-the-eorporat%en~s-~ndistrib~ted--taxa&le 

ineome7--net--operatinq--%oss7-ea~ita%-gains-or-ether-gains7 

profits7--or--losses--req~ired--te--&e---ine%~ded---in---the 

sharehe%derLs-£edersl-ineeme-tax-net-ineome-hy-reason-o£-the 

e%eet±on--bnder-scbehapter-s~-Hov@verT-the-shareheld@r~s-net 

±neeme--shai%---ine%~de---aetca%---distrib~tion---£rem---the 

eorporation--to--the--extent--it-woa%d-be-treate8-aa-taxabie 

dividends-i~-the-s~hehapter-So-eieetion-were-not-in--e!!eetT 

tlt--~he-Montana-ta~able-ineome-o£-an-estate-er-trast-is-its 

£ederai-taxable-ineome-as-provided-hy-the- Internal Re¥enae 

eode7--±nel~ding-interest-reeeived-on-obligations-of-another 

state--or--a--po±it±ea%--subdivision--thereo£7--redueed---by 

~nteres~--~eee±ved--£rom--obligat±ons- ot -the-Snited-Sta~es 
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geve~nmento 

t•tt!1--~he-£o%low%nq-additionai-dedaet%ons-she±l-be--~ 

ded~etien--is--a~%owed-±n-de~i•in~-~a~ab%e-ifteome-o£-e~tates 

and-tr~sts~ 

tat--any-fer-~he-amoont-of-~neome-~er--±n--tne--ta~abte 

year--e~r~ently--reqtt±red-to-~e-d±str±bttted-to-benefieiaries 

fep-~~e~-year~~ 

fbt--any-ether-amoont~-property--pa±d--or--ered±ted--or 

required-to-be-distributed-Eor-the-taxab±e-year~ 

tet--the--amo~n~--of--69%--o£--~he--exeess--of--t~e-net 

ion~-term-eap~tal-qain-over-the-net-ehert-t~rm-eapitel--loss 

£or-the-taxable-year• 

tSt--~he--exemptioft--allowed--for-estate~-and-tr~ets-ie 

that---exemption----prov±ded----in----15-36-llitittat----and 

~5-39-~~rtst~~ 

Seetion-i6o--Seetion--iS-39-i4i,--MeA,--ie--amended--to 

readT 

•rS-39-141~--~a~-ae-~er~ona%-debt~--every--tax--±mposed 

by--this--ehapter-and-ail-inereasesr-interestr-and-penaltiee 

thereon-sha%±-be-are-£rom-the-time-they-are-doe-and--payabte 

a--pereonal--debt-from-the-person-or-fidueiary-l±able-to-~y 

the-same-to-the-stateo--Ta~payers-filing-a-joint-retorn--are 

;eintly--and--eev~r8lly--r~ah%e-ror-the-t~x-and-any-ine~rest 

and-pena~ty-~niess-the-d~partmene-O~t~Pm~nesT-ba~ed--on--the 

eriteria--in--seetion~-69i3tet-o£-the-£fttePnal-Reventte-eo~e7 
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tfta~-a-spo~se-is-re±±evee-of-iieeititi•~ 

Seetien-~~.--section--i5-36-i4~T--MeA,--is--amended--to 

read-:-

U%5-39-t4%o--Ret~rn~--Piiing--o~-ret~rne-and-paymeftt-o£ 

tax----penaity-and-intere~t------ret~nds------erediteo---tlt 

Bvery--s±n~ie--individ~a±--and--every-married-±nd±vidttai-not 

ri~in~-a-;o±nt-retttrn-with-hie-or-he~-~po~se--and--having--a 

9rose--ineome--ror--the-taxable-year-of-mere-tftan-$%7999 7 -as 

ad;ttsted-ttnder-the-provisions-or-e~beeetion-tTtT-and-married 

individ~als--not--fiiinq--separate--ret~rne--and--having---a 

eombined--gress--ineome--for--the--taxable-year-of-mere-than 

$i,eee,-8~-8d~~~~@a-~nder-the-provie~ons-of--subsee~~eft--tTt 

sttbieee-eo-a-~8x-p~rs~8ft~-to-this-e~ap~er-who-te-regttired-by 

section--69i~-o£-~he-lntern8i-Rev@ntte-€ode-~o-£~ie-a-£ed@ral 

ineome-tax-retttrn-or-who-reeei•e~-ineom@-in-exeeee-o£-$57998 

from-oei~gations-o£-another-s~ate-or-a-poli~icai-s~bdivision 

thereof,-shall-ee-is-%i8b±e-ror-a-retttrn-to-be-£±±ed-on-s~eh 

£orms-and-accord±ng-to-etteh--r~les--as--the--department--m8y 

prescr±beT--~he--gross--ineome--amo~nts--referred--~o-in-the 

preeeding-sentenee-shal±-be-inereased-by-$8997--as--ad;~sted 

ttnder--t~e--prov~ione--o£--l5-39-llitTt--and--t8t7-£or-eaeh 

addi~iona~-personal--exempt±on--allowanee--the--taxpayer--±s 

ent±tled---to---eia±m--for--hi~serr--and--his--spo~se--ttnder 

l5-39-ii%t3t-and-t4tT-A-nonresident--shall--be--reqtt±red--to 

f±le--a--ret~rn--±£--h±s--groee--±neome-for-the-taxabie-year 
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derived-£rom-~o~ree~-wtthtn-Mofttafte-exeee8s--the~-amo~~t--or 

the--exemp~±on-eed~etio~-~e-±s-ent±~led-to-e~aim-£or-h±msel~ 

and-h±~-~po~se-nnder-the-proY±~±ens--o£--l5-38-~Y~t~tr--t3t, 

and-t4t~-~~-pror~te0-aeeord±n9~to-i~-38-~i~t6t~ 

t~t--fn--~eeorO~nee--with-instr~et±on~-~et-£orth-by-the 

~epartment,-every-taxpayer-wno-i~-ma~ried--anO--±iving--with 

h~sban~-o~-w±£~-an~-is-req~±~e0-~o-£±Ye-a-return-may,-at-hi~ 

or-her-opt±on,-f±le-a-~o±nt-return-w±th-h~sben~-or-wi£e-even 

tho~~n--one--o£--the--sponses--has--ne±ther-gro~~-±neome-nor 

deOttetion~T-t£-a-jo±nt-retttrn-±~--made,--the--tax--~ha%1--be 

eompttted--on--the-a~9re9ate-taxab±e-±neome-en0-the-l±abt±±ty 

with-respeet-to-the-tax-~ha~Y-be-;o±nt--anO--~eYeraiT--T£--a 

;o±nt--retttrn-hae-been-f±±e0-£or-a-taxab±e-year,-the-spottses 

may-not-ti±e-~eparate-retnrns-afte~-the-time-£or-£±Y±n9--the 

retarn--or--e±ther--has--exp±red--nftless--the--department-so 

eonsentso 

±~t--Every-per~on-whe-±~--reg~ired--to--f±±e-~~--return 

ttnder--e~bseetion--t±t--sha±~-~a~e-the-same-f±ling-statu~-te 

file-his-~tate-retttrn-as--that--~sed--by--him--to--£±Ye--his 

£ederat-returno 

t3t--££--any--sueh--taxpayer--±s-anable-to-make-ki~-own 

retttrn,-th@-retttrn-~ha!i-be-m8d@-by-a-anly-authorir~d--a~e~! 

o~--by--a--~ua~dia"-~r-~ther-per~on-ehar9~d-w±th-rk~-ear~-of 

tke-per~on-or-p~operty-ot-~aek-ta~payero 

t4t--A±i-taxpayers,-inei~d~~~-but-not-±±mited-to--tho~e 
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~~e;eet--~o-~he-pPev±s±ons-er-tS-39-%9i-and-l5-39-i4%7-shall 

eomptt~e-the-amo~nt-oE-~neome-ta~-payaele-and-shail7--at--the 

time--or--P±i~n1-the-r~tttrn-req~±red-by-th±~-ehapter7-pay-to 

the-department-any-ealanee-o£-ineome--tex--remain±n~--ttnpaid 

a£ter-erediting-the-amottnt-withheid-as-provided-by-t5-39-%9% 

andfor-any-payme"t-made-by-reason-o~-an-estimated-tax-retttrn 

provided--Por-±n-l5-39-%4Y7-pro~±ded7 -however,-±E-the-tax-so 

eomp~ted-is-~reater-by-$1-than-the--amount--w±thheld--andfor 

pa±d-by-est±mated-ret~rn-as-prov±ded-in-this-ehapter~-~£-the 

amount--o£--ta~--withheid--andfer--payment--of-es~imated-tax 

exeeeds-by~-mo~e--than--$%--the--emo~nt--of--~neome--tex--as 

eomptlte~T--the--tax~aye~-sha%1-be-i~-e~titTed-to-e-rer~n~-e£ 

the-excess~ 

t5t--As-soon-as-p~aetieabie-after-the-~etarn-is--£iied7 

the-~epartment-shell-exemtne-and-veri£y-the-taxo 

t6t--f£--the--amoant-o£-tax-as-•er±fied-is-~reeter-than 

the-ame~nt-theretofere-pai~T-the-exeess-s~aii-be-paid-by-the 

taxpayer-to-the-department-with±n-69-days--arter--not±ee--o£ 

the--amoant--o£--the-tex-as-eompatedy-with-±nterest-adde~-et 

the-rate-o£-9,-per-ann~m-3t•-or-±t--per--month--or--£raetion 

thereof--on--the-ed~±tionei-tax.-in-s~eh-ease-there-shaii-be 

no-penaity-beeease--of--saeh--anderstetementT--provided--the 

defie±ency--ie-paid-within-69-deys-after-the-first-not±ee-o£ 

the-ame~nt-±s-maiied-to-the-texpayer. 

t7t--By-No¥ember-l-ef-eaeh-yeery-the--depeP~me~t--sfte±i 
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maitip%y--the--min%mam--eme~~~-of-~ress-ineeme-neeessitatin9 

~he-r~r~n9-ef-a-~e~aPn--by--the--±nElation--faeto~--ro~--the 

taxable--yea~~-~hese-adj~~~ed-~mean~~-are-effee~ive-for-tha~ 

ta~abie-yearT-a~d-~er~ons-ha¥±ng--gros~--±neomes--%e~s--than 

these-ao;~sted-ame~~ts-are-~ot-re~a~re~-~o-£±te-a-ret~rno 

t8t--fnd~v±dttal--ineome--tax--fo~ms--distr±bated-by-the 

department-fer-eaeh-taxable-year-m~st--eonta±n--±n~tr~etion~ 

and--tables--based--on--the-ad;asted-base-yeer-straet~re-£or 

tha~-taxaere-yearou 

Seet±on-l8~--seetion--l5-36-i447--M€A7--is--amended--to 

read-:-

uys-3&-±4•·--~ime--ro~--fil±~g------extens±ons-of-t±meo 

tlt-Retttrns-sheil-be-made-to-the-department-on-or-before-the 

l5th-day-ef--the--4th--month--£oiiow±n9--the--elose--of--the 

taxpayer~s--r±seai--yearr--or--i£--the-ret~rn-±s-made-on-the 

basis-o£-the-ealendar-year,-then-the-retarn-shelT-be-made-on 

or-be£ore-the-l5th-day-of-Apr±l-£oliow±ng-the-elose--o£--the 

caienda~-year~-Baeh-ret~rn-sheli-set-forth-s~eh-£aets-as-the 

department-eensi~ers-neeessary-for-the-proper-en£oreement-of 

this--ehap~er~--There--sha%1--be--a~nexed-to-s~eh-retarn-the 

a££±da•±t-or-aff±rmat±on-o£-the-person~-ma~in~-th@-r@~~r"-~o 

~he-e~~eet-~he~-eh~-statement~-eofttatned-there±n--are--traeo 

Blan~--~orms--of-retttrn-shaii-be-f~rft~~~d-by-the-de~artment 

~pon-appi~ea~io~7-bttt-fa~~~re-te-seettre-the-form--shaTT--not 

re~ie•e--eny--taxpayer--o£-the-obiigat~~n-to-ma~e-any-retttrn 
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req~ired-ander-thi~-;ev.-Every-tex~ayer--%±abie--£or--a--tax 

tt~der-tftis-law-shail-pay-a-m±n±mam-tax-o~-$1• 

t%t--A~--aatomatic-6-month-eKteneion-e£-time-£or-£ii±ng 

a-retarn-±s-aiiowe~,-provided-that-on-or-before-tfte-ftae-date 

o£-the-retarn,-an-appiieation-i~--made--on--£or~s--a•aiiabie 

£rom-tfte-department-or-±n-writ±n~-to-the-de~artment• 

tit--~he---person--making--the--retarn--may--obta±n--an 

aatomatic-4-month-exten~ion-o£-t±me--for--£±i±ng--a--retttrnr 

eab;eet-to-tfte-foi±owing~ 

tat--An--appl±eation-for-exten~±on-maet-be-£±led-be£ore 

the-dae-date-£or-£±iinq-the-retarn-on-a-£orm--preseribed--by 

the-depa~tment~ 

fbt--££-the-app~ieant-is-not-regtt~red-te-ms~e-a-federai 

~"eome--tax--ret~rft7--"e--m~st--indieate--that--£aet--oft-the 

appiieatio"-for-ex~eftsio"-£iled-with-t~e-depar~mento 

tet--An-antomatie-extension-o£-time-to-ma~e--the--state 

ineome--tax--retttrn--is--not-an-exte"sien-of-time-to-pay-the 

ineome-tax-daeo-The-applieant-mnst-ea~e~Tate-and-remit--with 

t"e--appiieation--the--taK--daez-iess-withheid-tax-payme"tsz 

estimated-ta•--paymentsz--and--tax--e~edits--for--whieh--t"e 

app%ieant-max=be-eiigieie. 

tdt--~f~e-appliea"t-tt"derestimates-his-tax-dae-by-%9% 

or--morez--he--is--liable--£or--~enalties-a"~-~nterest-ander 

iS-38-3~3-fr~-the-date-the-tax-is-dtteo 

t3t--The-department--shall--grant--an--applieation--£or 
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extension--or--time -ror--filing--a--retarn-~f-the-applieant 

sttbmits-an-aEplie~tio"-as-~e~-rorth-±n-~abseet±on--t2t·--~he 

~ep~rtment nee~~not-not±fy an-app~~e~nt ef-ite-det@rm±nat±on 

~nlee~-±t~aenies-the-appl±eat±ono 

t•t--A--person--grantea--an--aatomat±e--extensien-~nder 

~abseetion-tit-may-be-gra"ted-an-additional--@xt@nS~en7 --not 

te--exeeed--i--months--from-the-date-~or-fil~nq-~-retttrnz-if 

~pon-fttrther-appl±eat~on-the--person--~how~--gooO--eatt~e--~e 

recei~e--another--e~te"~ie~.--Phe-f±l±ng-ef-an-appeal-from-a 

den±al-ef-the-appiieation-£or--another--e~tens±on--~ee~--not 

st~y-the-t±me-ror-f±ling-the-retttrnou 

Seet±on-19~--seet±on--TS-39-146,--MeA,--is--amended--to 

read:~ 

~%5-38-t46~--Toli±"q-e£-etatHte--o£--iimitationso---Phe 

rttnnin9--of--the--stattt~e--of-t±mitations-~rov±ded-fo~-ttnder 

t5-36-i45-~hail-be-sttspended--dttr±n9--any--per±od--that--the 

federal--stat~te--of--l±mitat±one--£or-coileetion-of-£ederai 

±neome-tax-has-been-sttspended-by-written-aqreement-e±~~ed-by 

the-tax~ayer-or-when-the-tax~ayer-has-±nst±tttted--an--aet±on 

whieh--has--the--effeet--of--sttspendin9--the--rttnn±nq-of-the 

£ederal-statttte-of-lim±tatio~s-and-for--i--aad±t+onal--ye~r• 

X£-the-taxpayer-ra±ls-to-file-a-reeord-ot-chan9es-in-£ederai 

taxabie---±neome---or--an--amended--retttrn--ae--r~qtt±r~d--by 

t5-38-384z-~fte-~~~tttt~-o£-iimitation~~sna~±-n~~-eppty--~nt±t 

5--y~a~e--trom--the-date-~he-£~d~ra±-e"an9es-beeome-£±nai-or 
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t~e-amended-federsi-re~~rn-was-£±iedo-ff-the-taxpayer--emit~ 

frem--gress--tneeme--aft--amednt--proper~y-ine~~~able-ehere±n 

whieh-±s-in-exeess-o£-i5,-of-the-amottnt--of--ad;ttsted--gross 

net--taxa0ie--ineeme--statee--±n--the-retttrn7 -the-statttte-or 

%±m±tations-shati-not-appiy-£or-i-add±t±onai-years-from--the 

t±me-spee±£±ed-±n-f5-~8-±4S7u 

Section-i9o--Seetion--l5-39-i6i7 --MeA7--is--amended--to 

read-:-

ai5-36-l6~.--tnvestment-eredit-reeaptttreo--tlt-There-±s 

allowed-as-a-ered±t-against-the-tax-imposed-by--iS-39-±93--a 

pereentage--or--the--ered±t--aiiewed-w±th-respeet-te-eertain 

depreeiaele--p~eperty--Hnder--eeetien--38--of--the--rnternal 

Revenae--eede--o~--l954T-as-amendedT-or-a~-~eet±on-38-m8y-be 

re~ttmbered-~r-8mendedo-Heweverr-rehe~ilitatien-eoets-e~--~et 

£crth-ander-eectien-46fattittPt-ef-the-fnternai-RevenHe-eede 

e£--l954,--er--a~--~ection--46tattittPt-may-ee-renameere8-or 

8mended,-are-net-to-ee-inelHded-in-the--eomptttetion--o£--the 

±nvestment--eredito--The--credit-i~-ailowed-for-the-p~rehase 

end-±nstallat±on-o~-eerta±n-qHal±r±ed--property--de£±ne8--by 

section-38-of-the-internai-Reven~e-eode-of-i954T-ae-amen8edt 

±£--the--property-meete-aii-o£-the-follow±ng-q~al±£±eat±ons~ 

tat--it-was-plaeed-in-serviee-±n-Montana;-and 

tet--±t-was-tteed-for-the-prodoet±on-of-Montana-ad;~eted 

groes-~neomeo 

tZt--~he-amottnt-o£-the-eredit-allowed-for--the--taxable 
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year--ie-5,-ef-the-amount-e£-eredit-determ±ned-under-seet±en 

46tattit-of-the-rnternal-Revenoe-eode-o£-l954r--ae--amended, 

er-ae-eeetion-46tatt~t-msy-be-renttmbered-e~-amendedo 

t3t--Notw±thstand±n9--the-prov±s±ons-of-sttbeeetien~titt 

~he-inves~ment-e~e8±t-al~owed-£or-the-taxsble-year--may--not 

exeeed--the-taxpayer~s-tax-i±abiiity-for-the-texse~e-year-or 

$5997-whieheve~-±~-leseo 

t4t--~f-property-for--whieh--an--inve~tment--ered±t--±s 

eiaimed--i~--~sed-both-inside-end-ootside-this-steee,-on±y-a 

portton-or--the--eredit--is--a±lowee,--~he--eredit--mnst--be 

apper~ioned--aeeerdin9--te-a-rraction-the-n~merator-o~-wh±eh 

is-the-nomber-er-deys-d~ring-the-texab~e-year--the--property 

wes--ieeated--in-Montana-and-the-deneminator-o£-whieh-is-the 

n~mber-o£-days-dorin9-the-taxaele-year--the--taxpeyer--owned 

the--propertyo--~he-investment-ered±t-may-be-ap~lied-only-te 

the-tsx-liability-o£-the-taxpayer-who-pttrehaees--and--pleee~ 

in--~ervice--the--property-£or-whieh-en-±nvestment-ered±t-ie 

eiaimed~-~he-ered±t-may-not--be--elloeated--between--epottsee 

ttnieee--the--property--is--ttsed--by--a--partner~hip-or-smal% 

b~siness--eorporet±en--o£--whieh--they---are---partnere---or 

shareholders. 

t5t--The--±nvestment--eredit--a%~owed--by--thie-eeetion 

teken-by-a-taxpayer-pttrettant-to-thia-eh~pter-ie--eHb;eet--to 

reeaptHre--ae--provided--for--in--seet~~-41-of-the-internai 

Revenoe-eode-e£-l9547-e~-amended,-or-as-seet±en--4T--mey--be 
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ren~mbered-or-amendedo~ 

9eeeton-~%.--seeeion--lS-39-393 7--M€A7--is--nmended--to 

t"ee:d-:-

ul5-39-363.--eon£±dent±e:%ity--o£--te:~---reeord~.----tit 

Exee~t--±n--eeeordanee--w±th--proper--;~dicie:l--order--or-e:~ 

etherw±~e-~re•~ded-8y-~ew,-±t-i~-~niawr~l-£or-the-department 

or-any-depttty,-ass±ste:ntT-e:~ent,-e~er~,-or-other-o££ieer--or 

employee--to--d±vttl9e-or-make-~nown-in-e:ny-manner-tfte-amottnt 

o£-±neome-or-any-partieHiars-set-rorth-or-disclosed--in--any 

report--or--retttrn--re~H±red-ttnder-t~±s-ehapter-or-e:ny-other 

~n£ormet±on-~eettred-±n-the-administre:tion-o£--this--ehapterT 

it--is--aise-~~~awf~~-te-divtt±ge-er-make-known-in-any-manner 

a~y-£e~erai-ret~rn-or-£ederai-ree~rn--infermatien--8iee±e~ed 

on--any--retttrn-or-re~ort-reqttired-by-r~~e-ef-the-~epertment 

or-nnder-th±~-ehaptero 

t~t--~he-e££icere-eharged--with--the--ett~tody--o£--~tteh 

report~--an~-retttrn~-~haii-not-be-reqttired-to-prodttee-any-o£ 

them-or-evidenee-o£-anyth±ng-eontained-±n-them-in-any-aetion 

or--proeeedinq--in--any--eonrt7--exeept--in--any--aetien--or 

proceed±n9--to--wh±eh--the--8epartme~t--±e-a-party-ttnder-the 

prov±~±ons-o£-this-ehapter-or-any-other--tax±n9--aet--or--en 

behai£--of--any-party-te-any-aet±on-or-proeee~inq3-~nder-the 

provision~-of-thi~--ehapter--or--s~eh--other--aet--when--the 

reporte-or-r~et~-shown-thereby-are-~ireetiy-invoived-in-sttch 

aetion--or--proeeed±nqs7-in-e±ther-o£-wh±eh-events-the-eo~rt 

-49- HB 904 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/03 

may-reqnire-the-prodttet±on-oE-and-may-edm±t-±n--evidenee--so 

m~eh--o£--ee±d--reporte-or-o£-the-£aet~-~ftewft-th~reby-ae-ar@ 

pertineftt-~e-~he-ae~ion-er-preeeeding~-and-no-mere• 

t3t--Nothin9-here±n-she±%-be-eon~tr~@d-to-proh±b±t~ 

tat--t~@-a@i±very-~o-a-~axpayer-or-hi~-~~iy--ettthorized 

represent~tive--or--e-~ert±fied-~opy-of-any-retttr~-er-r~port 

fited-±n-eeftfteet±on-w±th-hie-tax~ 

tbt--the-pttbiieat±en-ef-st~ti~t±e~-ee-eia~~ified-a~--~o 

preYent--the-i~ent±fieation-of-partiettiar-repert~-or-ret~rns 

and-the-±tems-thereef~-er 

tet--the-±n~pee~±en-by-the-attorney--generaT--or--o~her 

ie9ai-repreeefttative-of-the-sta~e-of-the-report-or-retttrn-oi 

any--taxpayer--who-shaii-brin9-aetion-to-~@t-a~ide-or-review 

the--tax--bas@d--thereon--or--a9ainst--whom--an--aet±on---er 

proeeeO±n~--ha~--been--institttted--±n--aeeordanee--w±th--the 

provis±ens-of-~5-39-3ii-and-i5-39-3ir. 

t4t--Reperts-and-ret~rns-shaii-be-preserved-for-3-year~ 

and-therea£ter--~nti%--the--department--orders--them--to--be 

destroyedo 

tSt--Any-offense-aqainst-sttbseet±ons-t±t-thrott9h-t4t-of 

this--sect±on--shaii--be--p~ni~hed--by--a-f±ne-not-exeeedinq 

~17999-or-by-±mpr±sonment-in-the-cotlnty-ja±i-not-exceeding-i 

year,-or-both,-at-~he-e±~~re~ion-~£-th~-ee~rt7~-and--ir--the 

o£fen0er-be-an-otticer-or-emp~oyee-o£-the-~taee,-~e-snati-be 

dism±ssed-£~om-o££iee-and-be-±neapabi~-o£-hoidin9-any-pttbi±c 
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otf~ee-±~-this-s~ate-fe~-a-pe~±od-o£-%-year-~h~reafter~ 

t6t--Netw±thstand~ng--the--prev±s±ens--o£-th±s-seet±on, 

the-department--may--perm±t--the--eomm±ss±ener--e£--±nterna! 

reven~e--o£--the--en±ted-States-or-the-proper-o££ieer-of-any 

ste:te-±mpo.e±ft~-a-tax-apon-the-±n:c:omee-o£-indi-v±dttals-or--the 

aathor±~ed--representative-o£-e±ther-saeh-o£f±eer-to-inspec:t 

the-retttrn-e£-ineome-o£-any-ind±v±dttal--or--may--fttrn±sh--to 

saeh-offieer-or-h±s-attthorized-representative-an-abstraet-o£ 

the--retarn--of--ineome-o£-any-ind±v±dtta!-or-sttpp~y-him-with 

informat±on-eoneern±ng-any-item-of-ineome-eentain~~--±n--any 

retarn--or--diseles~~--by-the-repe~t-e£-any-±nvestigat±en-er 

th~-±neeme-er-retttrn-of-ineem~-ef-atty-irtdiv±d~a~,--but--~aeh 

permissien-shs~±-be-~rane~a-o~-s~eh-informstien-fttrnished-to 

s~eh--e£fieer--or-his-represe~tative-en~y-±£-the-statutes-o£ 

th~-~nite5-States-or-ef-stteh-other-state7-as--efte--ease--may 

be7--9rant--sabstantia~~y--sim±~ar--priv±leges-to-th~-p~eper 

offieer-ef-this-state-ehar~ed--witk--the--adm±n±stration--of 

this-chapter-. 

tTt--Parther,--notwithstand±ng-any-of-the-provisions-ef 

this-seetionr-the-department-sha±l-fttrnish~ 

tat--to--th~--department--of--justiee--a~l--±nformat±on 

nee e s sa r y-- to--±de rt t ± fy-- those--per !U~rts ---.,aa ~ ± f yi rtg--£or- t·ne 

add±t±ona~-@xemption-£or-b%indrtess-pttrsttant-to-l5-39-i±it•tr 

ror-the-purpose-o£-enabling-the--department--o£--jttstiee--to 

adm±nister-the-prev±sions-of-6%-5-%95;-and 
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tbt--to--the--department--o£--soeial-and-rehab±l±tat±ort 

serv±ees-±nformation-acq~±red-~~d~r-YS-36-36r,-perta±~t~g-to 

an-appi±cant-£or-p~bl±e-a~ststance7-rea~onab±y-necessary-£o~ 

ehe-pre~e~tiert-and-detect~e~-ef-pttbiie-as~i~tanee-E~a~d--a~e 

abttse 7 -p~e¥idee-ttot±ee-to-the-appiicant-has-been-gi~enou 

Seetion-zz,--seetion--i5-3±-~9~7 --M€A,--~e--amended--to 

read-:-

ul5-3i-Z9Z~--E~eetion-ey--~maii--btt~±nes~--eorporat±ono 

t±t--A--smaii-btt~±nes~-eorporation-may-eleet-that-has-mad~-a 

va±id-e~eet±on-~neer--Sttbehapter--5--of--ehapter--i--of--the 

£nte~nai--Reventte--eoee--±s--not--to-be-~ttb;eet-to-the-taxes 

impo~ed-by-th±~-ehaptero 

tit--I£-a-~mall-btt~±nees-eorporat±on-m8kes-an--election 

~nder-sttb~eetiora-tlt,-then-:-

tat--w±th---respeet---to---~he--taxable--years--of--the 

eerporation-for-whieh--stteh--eieet±on--±s--±n--effeet,--sttch 

eorporation--±s--not--sabjeet--to--the-taxe~-±mpo~ed-by-th±s 

ehapter-a~d,-v±th-re~peet-to--eaeh--taxabie--years--and--al~ 

etteeeedin~--taxebie-years,-the-prov±s±ons-o£-this-part-apply 

to-stlch-eorporation;-and 

tbt--with-respeet-to-the-taxabie-years-of-a-shareholder 

of-etteh-eorporat±on-±n-whieh-or-with-whieh-the-taxabie-years 

of-the-eorporatien-~or-wh±eh-stteh-e±eet±on-is-in-effeet-endr 

the-pro~is±on~-of-this-part-appTy-to-sueh--shareho±der 7--and 

v±th--respeet--te--stteh--taxable--years--and--a~r-~tteeeed±ng 
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~axabie-yea~s,-~he-previsiofts-of-~h~s--pa~t--apply--to--s~eh 

~h~~ehelde~. 

t3t--Aft--eTeetioft--~nder-s~bsection-tTt-m~st-be-made-in 

eccordanee--w±th--r~~e~--preseribed--by--the--department--er 

r~ventteo 

tit--A-smali-bttsiness-eorporation-that-hae-made-a-vaiid 

e±eetioft--~nde~--Sttbehapter--S--of-ehapter-i-o£-the-rnterna% 

Reventte-eode-sha%i-£iie-br-the-l5th-dsy-o£-the--third--month 

of--its--f~ret--taxable--year-a-eopy-o£-the-internai-reventte 

eerviee-notifieation-or-other-preo£--that--a--valid--federal 

e~eetion--has--been--madeo-ff-e~eh-proof-ie-not-filed-by-the 

time-the-department-reee±~es--the--ee~per8t±eni~--r±~~e--ta~ 

retttrn1--the--depa~tment--ehaii--~eti£y-the-eorperatie~-that 

s~ch-proo£-±e-~eg~±red-w±th±n-69-days-e£--the--date--o£--the 

net±ee~--l£--pree£--±~--not-reee±ved-w±thin-6e-e~ye7-or-~y-a 

reasenaele-extens±on--date--e~sed--ttpon--a--req~est--by--tke 

taxpayer--~r±or--to--the--exp±rat±en--e£--tne--69--daysT-the 

eerporat±on-±s-scbjeet-to-the-taxes-±mposed-by-th±s-ehapter7 

t3t--A-small-b~s±ness-eorporat±en-that-has-made-a-vaiid 

eleetion-cnder-S~behapter-S-o£-ehapter--~--o£--the--lnternal 

ReYen~e--eede--may-eieet-te-be-sttbieet-to-the--taxes-±mposed 

by-this-ehapter-~y-£±i±ng-an-eleetion-en-a-~orm-proY±ded--by 

the---department.--~he--£orm--must--na¥e--pr±nted--on--it--a 

not±£±eat±o"~hat-ma~±ng-the-eleet±on-will-subjeet-ineome-to 

tax-under-both-this-ehapter-and-ehapter-39o--Por--tax--years 

-53- HB 904 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BB 0904/03 

heginn±ng--on--o~-arte~-aanttary-~,-%98~,-e~t-eerore-Mareh-l, 

±988,--the--eieetion--mtt~t--be--£~ied--by--May---~s~---~98Bo 

~hereafter,--the--eleetion--m~~t-be-f~led-by-the-lSth-day-of 

the-third-month-e£-the-taxabie-year-for-whie"--tke--eteetion 

is--to--beeeme--e£~eet±•e·--~he--eieet±on--may-be-~eYo~eri-by 

written-netit~eat±on-to-the-depa~tment.-S~eh-~e~oeation-m~~t 

be-filed-by-tne-l5th-day-o£-the-third-montn-o£--tne--taxeble 

year-for-whieh-the-re•oeation-±s-to-be-effeeti~eo 

t4t--This--e%eetion-seet±on-±s-not-effeetive-ttnless-the 

corporate--net--ineome--or--loss--of---~ttek---e~eet±n9---the 

nonelecting--ema~l--b~s±ness--eorporat±on-±s-±neladed-in-the 

etoeRholders~-adjttsted-groes-±neome-a~-de£ined-±n-i5-39-lll~ 

tSt--B•ery---eleet±ng---noneleetin~---smalt----btts±ness 

eorporat~on--is--reqtt±red--to--~ay--the-~-m±n±mttm-fee-o£-~±9 

reqtt±red-by-l5-3l-~94ou 

Seet±on-Z3o--Seetion--l5-3l-~94,--MeA,--±s--amended--to 

reeuil-:-

u±5-3±-i9~.--M±n±mttm--fee--o£--qualifyin~--eerporat±ons 

~na££eeted~--Notw±thstandin9--the--provisions--of--l~-3±-±~~ 

eorporat±ons--eleet±ng--and-q~a~~~y~n9-ttnd~r-i5-3l-~6%-shall 

pay-s-min±mam-£ee-of-$l9ou 

Seet±on-~4o--Seetion--±5-3t-Z99r--M€A,--~~--amended--to 

read!-

Ut5-3l-i697--~~r~inat±on---8n~---revoeetion~----t£--~he 

eleetio"-~neer-the-provi~ions--o£--Subehapter--5--±s--e±ther 

-54- HB 904 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/03 

terminated--er-~evoked-for-rede~at-p~rposes7-tfte-eorperation 

ma~~--notify--the--departmene--with~n--39---days---ei---s~eft 

termination--or--revoeaeiono-~he-department-may-terminate-an 

ereetion-at-any-time-if-it-diseover~--the--eorporation--does 

not--qHaiiiy-as-a-smatT-ettsiness-corporation-as-pro~ided-for 

ttnder-the-provi~ions-o£-SHbchapter-5-of-the-lnterna%-Revenne 

€ode-of-T954o-A-eorporetion--that--does--not--have--a--vaiid 

federal--eleetion--for-the-entire-taxable-year-is-s~b;eet-to 

tex-nnder-thts-ehaptero• 

Seetion-i5o--Seetion--t5-3i-49~7--M€AT--is--amended--to 

read-:-

urS-3i-49Z~~.eemme~e±al~----iftv~stm~ftt-----cre~it-----­

w±nd-g~ne~aeed-e%eetr±c~ty~--t%t-Aft-iftdivi~~ai,-ee~peration7 

pa~tne~ship7-or-sm8%%-b~s±ness--eo~po~atioft--as--def±ned--±n 

15-~i-i&%--S~behapter-9-of-ehapter-i-or-the-!nternal-Reventle 

eode-that-make~-an-±nvestment-ei-$57999-or-mo~e--±n--eertain 

depree±abie--p~operty--q~ati£ying--tlnder--seetion--38-o£-the 

fnternai-Reventte-eode-of-i954T-as-amended,-ror-a--eommerc±ai 

system--ioeated--ift--Montana--whieh-9enerates-electrie±ty-ey 

means-of-w±ftd-power-~e-ene±t%ed--to--a--tax--ered±t--aga±net 

taxes--±mposed--ey-%5-38-%83-o~-%5-3%-lii-±n-an-amo~nt-eqttai 

to-35%-o£-the-etiq±bie-eosts,-te-be-ta~en-as-a--eredit--oniy 

8ga~nst--taxes-d~e-as-a-eonseqoence-of-taxabie-or-net-±ncome 

pred~eed-by-one-of-the-foiiow±ng~ 

tat--mantlfaettlring--piants--ioeated--±n--Montana---that 
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prodttee-vind-ener~y-~enerat±ng-eqtt±pment~ 

tbt--a-new-b~siness-£ae±i±ty-er-the-expande8-per~ion-o£ 

aft--existift~--b~sine~s--£ae~±±~y--£or--wh±eh-the-w±nd-energy 

~enerat±n~-eqttipment-s~~piies 7 -on-a--d±reet--eefttraet--sa%e~ 

easis 7 -the-ea~ie-ener~y-needed;-or 

tet--the--wind-ener~y-generetin~-eqtt±pmen~-±n-wh±eh-~he 

±nve~tment-rer-whieh-a-eredi~-is-bein~-e%aimed-was-made~ 

t~t--Por-ptlrpo~es-o£-determining-the-amottnt-o£-the--tax 

eredit--~ha~--may--ee-ela±med-ttnder-soeseet±oft-t±tT-e±±gib±e 

eosts-inelttde-enry-those--expend±t~res--that--qtta%±£y--ttnder 

sec~ion-38-of-the-Tnterna%-Revenoe-eode-o£-±954,-as-amended7 

and--that-a~e-a~soeiaterl-with-~he-pttrehase,-±nstai±at±eny-or 

ttp~rad±ng-o£~ 

tat--generat±ng-eqtt±pmentt 

tbt--sa£ety-dev±ces-and-storage-eomponen~~~ 

tet--transm±se±on--±±nes--neeessary--~o--connect---with 

exist±ng-tranem±es±on-£ae±±±~±est-and 

tdt--transmtss±on--ltnes--neeessary-to-eonneet-d±reetly 

to--the--pnrehaser--o£--the--eieetr±e±ty---when---no---other 

transm±ss~on-£aeitities-are-ava±lableo 

t3t--Bl±g±ere---eosts--~nder--sahseet±on--t~t--mttst--ee 

red~ced-by-the-amottnt-o£-any-qranes-pre•±ded-by-the-state-or 

£ederai-government-£or-the-systemo• 

Section 2. Section 17-5-408, MCA, is amended to read: 

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

license, and cigarette tax pledged. Ill l!l The state 

pledges and appropriates and directs to be credited as 

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

received from the exeept--8~--p~ov±de8--±"--r5-3i-79it 

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 

~~£erred-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) 7-provided-~h8~~ 

~ no No more than tt% the percentages described in 

subsection (l)(a) of such tax collections ~hall-be-deemed-ee 

~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 

the collection of said taxes. 

from 

(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 
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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 

outstanding long-range building program bonds. 

the presently 

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 ±i% 10% of all moneyT 

~xeept--ae--p~ov±~e~--±n--!5-3i-~6~y received from the 

collection of the individual income tax and 11% of all 

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

collection of the corporation license and income tax 

referred-to as provided 1n 15-l-501L and such additional 

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

to comply with the principal and interest and reserve 

requirements stated in 17-5-405(4),-pre~~ded-that~ 

iQl no No more than TT% the percentages described in 
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subsection (l){a) of such tax collections shaiY-be-fteemed-to 

~be pledged for the purpose of 17-5-403(2). The pledge 

and appropriation herein made shall be and remain at all 

times a first and prior charge upon all money received from 

the collection of said taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 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). 11 

Seetion-%T~--s~etieft-~9-3-i95t-M€A7 -i~-am~ftd~d-te-reed~ 

•i9-3-i9S~--Ex~mption--£rem--taxe~--and--le~al-pree~~~T 

~he-right-of-a-per~on-te-a-retiremene-a%±ewanee-er-any-ether 

-59- HB 904 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0904/03 

~enei~t-~nder-thi~--eha~ter--and--the--meneys--in--the--r~nd 

ereated-dnder-th~~-ehapter-t~-not~ 

t±t--~~b;ect--to-exeeHtion0 -~ftrni~hment 7 -attaehment,-or 

any-other-proee~~~ 

t~t--sHbjeet-to-state,-eottnty,-or--manie~~a±--taxes--to 

eh~--e~een~--pre~id~d-~n-i5-36-liir-exee~t-for-a-r~£ttn~-pa~d 

ttnde~-i9-3-i93-of-~-member~~-eontr~bae~ons-p~eked-ap--by--an 

empioyer-afeer-attne-39,-l985,-as-provided-in-t9-3-78i~-or 

t~t--assi~nab%e--exeept-as-in-ehis-e~apeer-~pee~f~eaiiy 

pro•ided~u 

seet±on-ze.--section-19-4-196,-MeA,-i~-emeneed-to-read~ 

•i9-4-~&6~--s~emp~ion-£rom--taxae~on--taxes--and--ie~ai 

proeess•---~he--pension~,--annHities 7--er-any-other-bene£±es 

aeertted-or-aeeraing-ee-any-person-Hnder--tfte--provi~ions--o£ 

~he--re~irement-system-and-the-aeettmHiated-eontr±~Ht±ons-and 

eash-and-~ee~rit±es-±n-the-vftrietls-£Hnds-o£--the--retiremen~ 

~yst~m-are~ 

t±t--e~empted--£rom-any-stater-eottnty,-or-manie±pal-tax 

of-the-stete-o£-Montana-to-the-extent-pro~±ded-~ft-iS-39-llt, 

exeept-for-a--refdnd--paid--ttnder--19-4-693--of--a--member~s 

eontri~aeions--pie~ed-ttp-by-an-employer-e£ter-dttne-39r-~985T 

as-previded-in-l9-4-69%T 

trt--not-sHbjeet-to-e~eeHt±on,-~ftrnishment,--attaehment 

by--trttstee--proeess--or-otherwiser-in-law-or-eqtt±ty,-or-any 

otfter-proee~~~-and 
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t3t--tt~e~~iqftable-exeept-as--spee~f±eal±y--previ~ed--*n 

this-ehspter~u 

Seet~on-~9.--seetion-19-5-794,-MeA,-i~-amended-to-read~ 

ur9-5-T94o--Exemption--from--taxee--and--le~al-preeees~ 

Any-money-reeeived-er-to-be--pa±e--as--a--member~s--anncity7 

~tate--annttity7--or-retcrn-of-~ed~e~~ene-or-the-r%ght-of-any 

o£-theee-ehalr-ee-exempt-from-any-state-or-mttnieipal-tax--~ 

the--extent--prov±Oed--in--l5-39-lll--and--from--levyT-eale 7 

~arn±ehment,-attaehment,-or-any-ether-proeess-whatsoever-and 

shall-be-ttnaeei~nable-exeept--as--spee±f±eally--provi5ed--in 

~9-5-Tas,u 

Seet±on-39o--Seetion-l9-6-~95r-M€Ar-is-amended-to-~ead~ 

D~9-6-~8s.--Exemption--from--taxe~--~ftd--~eqsi-proeess. 

Any-money-reee±ved-er-te-be--paid--s~--a--membe~~~--ann~~~y7 

state--ann~ity7--or-return-o£-dedtte~iens-or-the-right-of-any 

of-these-is~ 

t~t--exempt-£rem-a~y-~tate,-eottnty,-or-mun±e±pa~-tax-to 

tne-extent-~ro¥ided-in-i5-38-iTT,-exeept-fer-a--refttnd--paid 

~nder--±9-6-493--o£-a-member~s-contribtttions-pie~ed-ttp-by-an 

emp~oyer-after-attne-367-~9BS,-a~-previded-±n-i9-6-49i; 

t%t--eK~mpt-from-ievy,-saie,--~arni~hmentr--attaehment 7 

or-any-otkeT-proeess;-and 

t3t----cnass±gnab±e--exeept-as-spee±£±ea~iy-prov±ded-in 

±9-6-1667u 

Seet±on-3±•--Seetion-±9-~-~85,-MeA7 -±s-amended-to-read~ 
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~%9-~-~es.--Bxemption-from--taxes--and--±eqai--proeess• 

Any--money--reeeived--or--to--be-pa~d-as-a-member~s-anntlity, 

state-anft~~ty7-or-retttrn-of-dedttet±ons-or-the-rigkt--of--any 

of-t~e~e-i~~ 

t±t--@X@mp~~from-any-s~aee,-eo~nty7-or-mtt~±ei~a~-tex-to 

the--extent--prov±ded-in-}5-30-~~T,-exe@pt-for-a-ref~nd-~a±d 

ttftder-%9-~-394tTt-of-a-m~mb~rL~-eontr±bttt~on~-p±e~@d--ttp--by 

an-emp~oyer-a£ter-a~ne-30,-~985,-a~-pro~±ded-in-~9-T-403; 

tit--exempt--from--±e~y,-~a±e,-9arnishment,-attaenmentr 

or-any-otke~-proeess;-and 

t3t--~nassignaeie-exeept-as--spee±f±eaiiy--p~o~±dee--in 

l9-~-~967n 

Seetion-3%•--Seetion-19-8-065,-MeA,-±s-amended-to-read~ 

ur9-8-895o--Bxempt±oft--£rom--taxes--and--iegai-preeesso 

Any-money-reeeived-or-to-be--pa±d--as--a--memberL~--ann~±ty7 

state--annttity7--or-ret~rn-of-ded~etion~-or-the-~ight-o£-any 

o£-these-±s~ 

t±t--exempt-from-any-~tateT-eottnty,-or-mttn±e±pa~-tax-to 

the-ext~nt-pro¥±ded-±n-±5-36-±±l,-exeept-for-a--re£ttnd--pa±d 

ttnder-19-8-503-o£-tne-membe~Ls-eont~±httt±ons-pieKed-tlp-by-an 

emp±oyer-after-dttne-30,-l995,-as-provided-±n-T9-8-58%; 

tit--exempt--from--ievy,-sater-garnishment 1 -attaehment7 

or-any-other-proees~,-and 

t3t--ttnass±gnab±e-ex~ept-a~--~pee±£±~a±±y--prov±ded--±n 

±9-8-9967u 
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Seetion-33o--Seetion--i9-9-%995,--M€Ar--±s--amended--to 

read~ 

•i9-9-i99So--Exempt~on-f~om-taxeso--Any-money--~aid--in 

aeeorda~ee--with--the--~roYie±ons--of-th~s-eha~ter-±s-e~em~t 

from-any-stateT-coHnty,--or--m~nieipai--tax--to--the--e~tent 

erow±ded--in--±5-39-±iit-exeept-a-ref~nd-paid-ander-±9-9-394 

of-a-memeer~e-eontri~Htione-pieked-ttp-&y-an--empioyer--after 

d~ne-3&,-±985,-as-provided-in-%9-9-69±o• 

Seetion-34o--Seet±on--i9-t3-i993y--M€A,--±s--amended-to 

read~ 

•t9-±3-t993o--Bxemption-£rom-taxeso--Any-money-reeeived 

as-a-ret±rement-aiiowanee-±n-aeeordanee-with-the--pro•±e±ens 

ot-th±s-chapter-±s-exemp~-£rem-any-state-or-munieipai-taK-~ 

the-eKte~~-p~e•~ded-in-%5-3&-iiio~ 

Seetten-35o--Seetien-53-i-iiiT-M€AT-is-amended-te-read~ 

•s3-i-t9to--Be£ini~ienso---eniess--the-eontext-requires 

etherwise,-in-this-ehapter-tfte-£o%towin~-de£initions--app%y~ 

tlt--•Bepartment~--means--the--department-e£-soeia}-and 

rehaeititatien-se~¥iees-pro¥ided-£or-in-~itie-iT-ehapter-i5T 

paP~-ii7 

tit--•Pubiie-assis~anee•-or-•ass~stanee~-means-any-type 

o£-monetary-or-oth~r-assistanee-furnished-und~r--this--titte 

to--e--person-by-a-seate-or-eounty-aqeney7 -reqardiess-o£-the 

erig±nai-souree-o£-the-ass±staneeo 

t3t--~Heedy-person•-is-one-who-is-eii~ible--£or--pubtie 
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aeststanee-under-the-iaws-o£-this-stateo 

t4t--•Net--montftiy--±neome•--means--one-twel£th--e£-the 

d±E£erenee-between-the-net-taxa8ie-ineome--£er--the--taKable 

year--as-the-term-net-taxabie-ineome-is-d~ti~@~-~~-±5-39-~Qi 

a~d-the-stete-ineome-tax-pe±d-es--ee~e~m~ned--by--the--state 

~neom@-tex-r~tor~-£±±ed-dorin~-the-etlrrent-yeero 

t5t--•ward--fndianll--i~-hereby-de£±ned-as-en-indian-who 

i~-iivin~-en-en-fnd±an-rese~vet±en-~et-a~i~e-fer-tr±bal--use 

or--±s-a-memher-o£-e-tr±be-or-nat±on-eeeor~ed-e@rte±n-ri~hts 

anft-priv±±eges-by-treaty-or-by-rederat-statateso-lf-and-when 

the-redere~-Sociel-Sectlrity-Aet-i~-amended-to-de£±ne-a-~werd 

fndianu,--stleh--defin±tien--shaii--stlper~ede--~he--feregoi"g 

definit±onou 

Seet±on-36o--Seetion--6~-ii-393,--M€A,--±~--amended--te 

read~ 

•6T-i±-393o--Bonds-and-ebi±gatienso--ttt--An--e~thor±ty 

may-berrew-meney-for-any-o£-±ts-eorporate-p~r~oses-end-±ssue 

±ts--bonds-there£or,-±neluding-re£und±ng-bonds,-~n-sueh-£orm 

and-upen-sdeh-terms-as-it-may-determine7 -peyable-oot-o£--eny 

revenues--o~-the-a~thorityT-±nei~ding-revenues-derived-£rom~ 

tat--an--ai~po~t--or---a±r---nav±ga~ion---£aeil±ty---or 

fae±i±t±e~; 

tbt--taxes--ievied--pur~~ant--to-6~-li-39%-or-other-iaw 

£or-airport-~~rposes7 

tet--~rants---or---eontr±but±ons---from---the---rederal 
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~e•erftment~-or 

tSt--ether-se~reeso 

tit--~he--hends--may--be--~ss~ed--by--reso~a~~on-ef-t~e 

~atherityT-withoat-an-eieetion-end-w~the~t-eny-iimitat±on-or 

amountT-e~eept-~hat-no-saeh-bends-may-be-±ssaed-at-any--time 

if--the-tota%-ame~nt-or-pr±ne±~ai-and-interest-to-beeome-dtte 

~n-any-year-on-saeh-bonds-and-on-any-~hen-outstand±n~--bonds 

for--whieh--reven~es--r~om--the--same--soaree-er-sourees-are 

pied9ed-exeeeds-tne-amount-or-saeh-revenues-to--be--reee±ved 

~~--that-year-as-estimated-in-the-resoiation-author±~±n~-the 

issaanee-of-the-bondso--~he-attthority-sha%%-take-all--aetion 

neeessary--and--p~~~ihie--to--~mpe~e,--mainta±nT-an~-eoiiee~ 

~ate~T-eha~~es,-ren~a~~,-an~--taxe~,--~£--any--sre--p%ed~ed; 

stt££ieient--to--make-the-re¥en~es-£rom-the-piedqed-so~ree-in 

~~eft-year-at-ieaee-eq~ai-tc-the-ame~nt-o£-sneh-p~~ne~pal-and 

interest-d~e-in-thst-year. 

t3t--~he-honds-may-be-so~d-ae-pHbi±e--or--pri¥ate--saie 

ane-M8y-bear-interest-at-a-rate-net-exeeedin9-the-%im±tation 

o£--tT-s-ra~.-exeept-as-otherwise-proY±eed-here±n7-any-bonds 

~ss~ed-pHrsHant-ee-this--chapter--by--an--aHthority--may--be 

payabie-as-to-prineipa±-and-interest-soie±y-from-revenHes-o£ 

t~e--anthor~ty--and-shall-state-on-their-£ace-the-applieabie 

limitations-or-restrietions-re9ardin~-the-so~ree-£rom--whieh 

s~ch-prineipal-an~-inte~est-are-payabieo 

t4t--Bonds--±ssaed--by--an--aHthority--or--mHnieipal±ty 
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p~rs~an~-to-the-provisiene-o£-~his-chap~er-are--dee±are~--to 

be--iee~ed--for-an-essentia±-~Hbl~e-and-9overnmenta±-p~rpeee 

by--a--po±itieal---ettbdivieion---wi~hin---the---meaning---o£ 

i5-39-l%lt~ttat-~or-pHrposee-oE-tax-exemption-~eterm±nstions 

~nder-the-fnternal-Revenoe-eode~ 

t5t--Por--~he-eecttrity-or-any-sHeh-bonde7-the-attthor~ty 

or-municipality-may-by-reeoltttion-make-and--enter--into--any 

eovenant,--a9reemeftt7--or--indentttre--and--may--exere±ee-any 

addieiona±--powers--aHthori~ed--to---be---exereised---by---a 

monicipai~ty--Hnder-Pitle-~,-ehapter-7r-parts-44-and-45v-The 

eoms-re~Hired--£rom--time--to--time--to--pay--principal--and 

~nterest--and-to-ereate-and-maintain-a-reser¥e-£or-the-bonds 

may-be-paid-£rom-any-re¥enoes-re£erred-to-in--th±s--ehapter, 

prier--to--the--payment--o£--eorrent--eoste-o£-operation-and 

maintenanee-of-the-faetiit±es. 

t6t--Subjeet--to--the---eond±t±one---stated---in---this 

~ttbseetion--t6t,--the--9o•ernin~--body--o£--any-mon±e±pa±~ty 

havin9-a-popu*ae±on-±n-exeess-of--±e7eee,--w±eh--re~peet--to 

bends-issued-purs~ant-to-tnis-eftapter-by-the-mnnfe±pai±ty-or 

by--an--a~~hort~y-±n-whieh-the-m~n~eipa~±ty-te-±neitlded7 -may 

by-reeo!tl~±on-coYenant-that-in-the-e~ent-that--at--any--t±Me 

ai±--reYenuee;--±neitld±ng--taxes;-appropr±ated-and-eoileeted 

~or-stleh-bonds-ere-±nsttff±e±ent-to-pay-pr±ne±pai-e~-i~tereet 

then-dtter-±t-w±ii-±evy-a-general-tax-tlpon-all-or-tne-taxab!e 

property--±n--~he--mnn±e±pai±ty--for--the--payment--of--e~eh 
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de£ieieney~--and--may--£~r~fter--eevenan~--~hat-ae-any-t±me-a 

de£ie±eney-~e-i±~e%y-te-oeettr-wi~hin-i-year-£er-ehe--payment 

o£--princ±pai-and-±ntereet-~~e-on-~~eh-bonds7-it-wii!-le¥y-a 

genera%--tax--~pon--aii--the---taxable---~roperty---±n---the 

mttnieipal±~y--for--the--payment-or-s~eh-de£ic±eney 7 -and-sneh 

taxes-are-not-snb;eet-te-any-iim~tat±en-o~--~ete--or--amottnt 

app%±cabie--to--other--mttnie±pa±--taxes-bttt-are-i±mited-to-a 

rate-estimated-to-be-sttff±e±ent-to-prodttee-the-amottnt-of-the 

de£ie±eneyo-~n-the-eYent-more-than-one-mttn±eipaiity-havin9-a 

popttiation-in-exeess-of-%9,699-±s-±nc±ttded-in--an--attthority 

±ss~±ng--bonds--~~rs~aftt-to-th~~-ehapter,-the-manieipaiities 

may-apportion-the-obiiga~±oft-to-ievy-taxee-for--the--payment 

o£,--or--in--antieipation--ofr--a-def±e±ency-±n-the-reven~ee 

appropr±ated--£or--s~eh--boft8e--±n--eoeh---manner---as---the 

man±e±pai±t±es-may-determine~-~ne-reeoiat±on-eha%%-state-the 

pr±ne±pal--amottnt-and-pttrpose-o£-the-bonds-and-the-sabstanee 

o£-the-eovenant-respeeting-de£ie±ene±eeo--Ne-soeh-resoiat±on 

beeomee-effeet±ve-ont±l-the-qaest±on--o£--±ts--approva%--has 

been-sabm±tted-to-the-qoal±£±ed-eleetore-o£-the-mon±e±pai±ty 

at--a--epee±al--elect±on--eailed--for--that--por~oee--by-the 

govern±ng-body-o£-the-man±e±pal±ty-and--a--ma;or±ty--o£--the 

electors-vot±n~-on-the-qtteet±on-have-vote~-±n-favor-thereo£o 

~he--not±ee--and-eondaet-o£-the-eieet±on-±e-governedr-to-the 

extent--appi±eabler--ae--prov±ded--£or---munie±pa~---general 

ebiiqaeie~--bonde--in--~it±e--i7--eftapter-~7-part-4%7-for-an 
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e~eet~on-ea±±ed-by-e±t±ee-and-towns7--and--as--pre¥±ded--for 

eo~nty--g~~eral-eb±±~a~±on-bon~e-±n-~±t±e-T,-ehapter-~,-part 

iir-fer-an-eieet±en-eal±e~-by-eo~~ties~-±f-a-ma;ority-o£-the 

eieetore--vet±n9--~hereon--¥e~e--a9a±nst--appro~ai--of---tfte 

resoiation,--the--mun±e±pa±±ty--ftae-ne-a~ther±ty-te-ma~e-tfte 

ee•enant-or-~o-levy-a-tax-for-the--payment--e£--de£±e±ene±ee 

p~rsaant-te-th±~-eeet±onr-but-e~eh-mttnie±pai±ty-or-attthor±ty 

may--nevertfteieee--±e~tte--bonds--under--t~ie-ehapter-payable 

eo%ely-€rom--tfte--eottreee--re£erred--to--in--eubseetion--tit 

above~• 

5eet±on-38~--seet±en-ie-9-3±6r-M€A,-±e-ameneee-to-read~ 

uie-9-316~--Elementary--eehoo±--max±mum-budget-eehedttie 

£or-i985-86i98~-aa~--t±t-Por-eaeft-eiementary--eehooi--ha•±ng 

an-AHB-o£-n±ne-or-fewer-pttp±ler-ehe-max±mum-eha±±-be-$i9,9S9 

$i9r9Si-±f-ea±d-eehool-±s-appro•ed-ae-an-±so±ated-sehool~ 

tit--Por-eehooie-w±th-an-ANB-of--19-pttp±ie-bat-ieee-than 

i8-pttpiie,-the-max±mum-shaii-be-$±97 959-Sl9 7 951-plue-$934oi9 

$834--per-pttp±±-on-the-bas±s-o£-the-avera9e-namber-belong±ng 

over-n±neo 

t3t--Por-sehools-w±th-an-ANB-o£-at-least-l4-pttp±le--but 

less--~haft--%8--pop~±e--that--qual±ry-for-~nstraet±enai-a±de 

Eund~nq-ander-i9-9-3ii7-the-max±mam-shail-be-$3i7~±4-$3%r~i± 

pi~s-$83+~±9-$8~+-per-pap~i-on--th~--ea~±~--o£--the--avera~e 

nomber-belenqin9-over-r•~ 

t•t--Por-seheels-with-aft-ANB-of-l8-pttp±le-and-em~ley~~9 
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Oft~--~eae~er7--~fte--maxim~m--~h8~~--ee--$i77466-$i~r463-plde 

$834oi9-$834-per-p~p~i-oft-~fte-basis-or--~he--avera9e--n~mber 

be%on~~n~-o~e~-iBr-not-to-exeeea-an-AHB-o£-rSo 

tSt--Per-eehools-with-a~-ANB-of-!9-p~pils-and-empioy~ng 

~wo-ftlll-time-teaeher~,-the-maxim~m-shall-be-$43765%-$437847 

pltts--~5rZo46--$5iio38-per-pdpil-on-the-bas~s-of-the-avera9e 

n~mber-be±on~in~-over-l6,-not-to-exeeed-an-ANB-of-59o 

t6t--Por-sehool~-having-an-ANB-±n--exeess--o~--487--the 

maxi~ttm--on--the--basis--of--the--total--pttpiie-tANBt-in-the 

d~strict-for-eiementary-pttpils-will-be-as-follows~ 

tat--Por-a-~ehee~-hft~in9-an-AHB-e£--mere--than--49--ane 

emp±oy~n~-a-minim~m-o£-~h~ee-eeftehers 7-the-maximnm-o£-$i7938 

~fta±l--be-dee~ea~ed-a~-the-rate-ef-$lo88-tor-eaeh-aed±~ienfti 

p~pii-ttnt±i-the-totai-n~mber--tAHB7--sha~i--have--reaehed--a 

tota±-o£-199-ptlpilso 

tbt--Por--a--~eheol--hftv~n~--an--ANB--o£--more-than-±99 

p~p±isT-~he-maxim~m-ot-$lr8i5-shai±-be-deereased-at-the-rate 

of-$io~i-£or-eaeh-additional-p~pii-nntii-the-ANB-shail--have 

reaehed-399-pttp~lso 

tet--Por--a--sehool--havin9--an--AHB--o£--more-than-399 

popils1-the-maximam-shail-not-exeeed-$lT48l-for-each--pap±i~ 

t~t--~he-max±mom-per-pttpil-£or-ali-ptlp±±s-tAHBt-and-£or 

ail-eiement~y-sehools-shail-be-eompoted-en-the-basis-o£-the 

amoont--alicwed-heretn-on-aeeoont-o£-the-±a~t-eii9ib±e-pnp±i 

tAHBt~--Aii---eiementa~y---sehoois---operated---w±th±n---the 
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±neorpore~ee--iim~ts--o£--a-e~ty-o~-town-shai%-b~-t~ea~ed-ae 

one-sehoo%-£or-the-p~rpose-o£-th~~-~ehee~ieou 

Seetion-39o--Seet~on-%9-9-3±T 1 -MeAr-~s-emenee~-to-read~ 

uie-9-3lT~--Hiqh-schooi--max~m~m--btldqet--seheett~e--£er 

i985-86--i98~-es~--t+t-Po~-eech-hiqh-~ehoo~-having-an-ANB-o£ 

i4-or-fewer-ptlpii~,-the-~x±mtlm-sha±i-be-~~~37T98--S%i3,696o 

trt--Por--a-~eeondary-sehool-havin9-en-AHB-o£-more-th~n 

%4-ptlpil~,-the-maximttm-$4,T36-$47T3T-~ha±±-be--deereased--at 

the--~ate--ot-~~5o64-£o~-eaeh-additionai-popil-ttntti-the-ANB 

sha%±-have-reaehed-a-tot~±-o£-48-~tteh-ptlpilso 

t3t--Por-a-~ehoo±-ha~inq-an-AHB-o£-mo~e-than-46-pttpi±s7 

the-max~mttm-ot-$473~4-she±±-ee--deereased--at--the--~ate--ot 

$%5o64--£o~--eaeh--add±tionai-pttpi±-ttntii-the-ANB-sha±i-hawe 

~eaehed-169-pttpiis~ 

t4t--Por-a-eehooi--haw±nq--an--ANB--of--more--than--±e9 

pttpils 7 --a--maximttm-of-$%7TT4-~haiT-be-deereased-at-the-rate 

o£-$4o3i-for-eaeh-additional-pttpi±-nnt±±-the-AHB-sha±l--have 

reaehed-i88-pttpils~ 

tSt--Por--a--sehoo±--hav±nq--an--ANB--ot--mo~e-than-%66 

pttpiis,-the-maximum-o£-Sit34%-$~734l-eha±l-be--aee~ea~ed--by 

$%o38--$%o3~--£o~--eaen~ad0±tiona~-pttp~l-tt"eii-the-ANB~~h~±~ 

ha~e-reaeh~d-399-pttp%!~~ 

t6t--Por-a-~ehooi--h~v~n~--a"--ANB--ot--more--than--369 

pttp±is,-the-maximttm-of-$% 716~-sha±%-be-deer~ased-at-t~e-rate 

of-44-eent~-ttn~~l-~he-ANB-~nail-ha~e-reaehed-688-ptt~±i~• 
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tTt--~or--a--schoe%--ha¥ing-an-ANB-over-699-p~p~ls,-~ke 

ma~imHm-~hal%-"e~-exceed-$it9T3-per-p~p±io 

tet--!he-max±mttm-per-p~p±i-for-aii-pHpils-tAHBt-ane-ro~ 

aii-h~gh-~eheol~-shall-be--eempttte~--en--the--bas±s--o£--the 

amo~n~--aliewed-here±n-en-aeeottnt-o£-the-last-ei~g±hle-pHp±l 

tAHBto-Ali-high-sehool~-an~-jttn±or-hi~h-seheols--whieh--have 

been---approved--and--aeeredited--as--;ttnior--high--eehooler 

operated-within-the-±neorporatee-r±m±ts-of-a-eity--or--town, 

ehall--ee--treated--as--one--eeheol--for-the-pttrpose-of-this 

sehedttleo" 

Section 3. Section 20-9-318, MCA, is amended to read: 

''20-9-318. Elementary school 

£or-l986-8~-an8-e~eeee~in~-years for 

maximum budget schedule 

t~88-8~ 1987-88 and 

succeeding years. For 1986-8~ %988-89 1987-88 and succeeding 

school years, the elementary school maximum budget schedule 

is as follows: 

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

or fewer pupils, the maximum shall be $~&7158 $19;558 

$20,158 if said school is approved as an isolated school. 

(2) For schools with an ANB of 10 pupils but less than 

18 pupils, the maximum shall be $i9,i58 $%9 7 558 $20,158 plus 

$94~T59 ~7T39 $842.50 per pupil on the basis of the 

average number belonging over nine. 

(3) For schools with an ANB of at least 14 pupils but 

less than 18 pupils that qualify for instructional aide 
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funding under 20-9-322, the maximum shall be $33r64i $~~r95~ 

$33,042 plus $84~T59 $8i1T39 $842.50 per pupil on the basis 

of the average number belonging over 14. 

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

one teacher, the maximum shall be ~%~7 ~41 $%6,9±4 $27,741 

plus $64~T59 $6i1o39 $842.50 per pupil on the basis of the 

average number belonging over 18, not to exceed an ANB of 

25. 

{5) For schools with an ANB of 18 pupils and employing 

two full-time teachers, the maximum shall be ~447i96 $4i79~6 

$44,290 plus $5~1T69 $5iiT99 $527.60 per pupil on the basis 

of the average number belonging over 18, not to exceed an 

ANB of 50. 

{ 6) For schools 

maximum on the basis 

having 

of the 

an 

total 

ANB in excess of 40, the 

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 tedchers, the maximum of ~1,95~ 

~it899 $1,957 shall be decreased at the rate of $±o96 $toe• 

$1.90 for each additional pupil until the total number (ANB) 

shall have reached a total of 100 pupils. 

(b} For a school having an ANB of more than 100 

pupils, the maximum of $%,843 $irT88 ~ shall be 

decreased at the rate of $%o~4 5±769 ~~!li for each 

additional pupil until the ANB shall have reached 300 
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pupils. 

{c) For a school having an ANB of more than 300 

pupils, the maximum shall not exceed ~lr496 $Tr4Si ~ 

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 

schools operated within the {ANB}. All elementary 

incorporated limits of a city or town shall be treated as 

one school for the purpose of this schedule." 

Section 4. Section 20-9-319, MCA, is amended to read: 

"20-9-319, High school maximum budget 

!986-8~--~ne--~neceed±ng--y~er~ for ~988-89 

schedule Eor 

1987-88 and 

succeeding years. For ±986-91 1968-89 1987-88 and succeeding 

school years, the high school maximum budget schedule is as 

follows: 

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

pup~ls, the maximum shall be ~%%47845 $liit4Z% $114,845. 

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

24 pupils, the maximum $ol,~85 $4r643 $4,785 shall be 

decreased at the rate of $~6.i8 $~5.3~ $26.10 for each 

additional pupil until the ANB shall have reached a total of 

40 such pupils. 

( 3) For a school having an ANB of more than 40 pupils, 

the maximum of $47 368 $4TZ3~ $4,368 shall be decreased at 
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the rate of $r6.i8 $r5•3i ~ 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 $~r86i $i 7~%8 $2,802 shall be decreased 

at the rate of $4o3~ $4oi4 $4.37 for each additional pupil 

until the ANB shall have reached 200 pupils. 

IS) For a school having an ANB of more than 200 

pupils, the maximum of $rt365 $iti95 $2,365 shall be 

decreased by $io46 $io33 $2.40 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 ~itli5 $it66i $2,125 shall be 

decreased at the rate of 44 43 !! cents until the ANB shall 

have reached 600 pupils. 

(7) For a school having an ANB over 600 pupils, the 

maximum shall not exceed $Tr993 $Tt933 $1,993 per pupil. 

(8) The maximum per pupil foe 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." 

Section 5. Section 20-9-343, MCA, is amended to read: 
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11 20-9-343. Definition of and revenue for state 

equalization aid. (1) As used in this title, the term "state 

equalization aid" means those moneys deposited in the state 

special revenue fund as required in this section plus any 

legislative appropriation of moneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative appropriation for state 

equalization aid shall be made in a single sum for the 

biennium. The superintendent of public instruction has 

authority to spend such appropriation, together with the 

earmarked revenu~s provided in subsection (3), as required 

for foundation program purposes throughout the biennium. 

{3) The following shall be paid into the state special 

revenue fund for state equalization aid to public schools of 

the state: 

(a) %5% 31.8% of all moneys received from the 

collection of income taxes under chapter 30 of Title 15; 

(b) 25\ of all moneys, except as provided in 

15-31-702, received from the collection of corporation 

license and income taxes under chapter 31 of Title 15, as 

provided by 15-1-501; 

{c) 10% of the moneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15; 

(d) 100% of the moneys received from the treasurer of 
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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 

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 6. 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. 

NBW-see~£eH.--seetion-4l•--Repea%~r.-----------Seetiens 

i5-39-ii~--~hre~gh--l5-39-iiTT--i5-39-lx!-thro~gh-!5-39-l~37 

l5-39-lx5T--l5-39-l~6T--l5-39-l567---l5-39-l5TT---l5-39-l6iT 
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t5-3i-i9%7-a~~-i5-3t-~ae,-MeA,-are-repea±ed~ 

NEW SECTION. SECTION 7. EXEMPTION_FOR GAIN ON SALE OR 

EXCHANGE OF CERTAIN CAPITAL ASSETS. NOTWITHSTANDING THE 

PROVISIONS OF 15-30-111, ADJUSTED GROSS INCOME DOES NOT 

INCLUDE 40% OF CAPITAL GAINS ON THE SALE OR EXCHANGE OF 

CAPITAL ASSETS BEFORE DECEMBER 31, 1986, AS CAPITAL GAINS 

ARE DETERMINED UNDER SUBCHAPTER P. OF CHAPTER 1 OF THE 

INTERNAL REVENUE CODE AS IT READ ON DECEMBER 31, 1986. 

NEW SECTION. Section 8. Appropriation. There is 

appropriated $34 MILLION FROM THE EDUCATION AND LOCAL IMPACT 

TRUST AND $62 MILLION from the general fund to the 

~oper~~~eftdeft~-oE--p~bl~e--i~etrtle~~on--$96--m~llion SCHOOL 

FOUNDATION PROGRAM for the biennium ending June 30, 1989, 

for state equalization aid. THE GOVERNOR IS AUTHORIZED TO 

REDUCE THE GENERAL FUND APPROPRIATION TO THE AMOUNT 

NECESSARY TO FUND THE SCHOOL FOUNDATION SCHEDULES IN 

20-9-318 AND 20-9-319. 

NEW SECTION. Section 9. Codification instruction. 

Sections lG,-±3,-and-43 l% ~ AND 49 l 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 i~-r3,-a~~-43 ~i ~ AND 49 2· 

NEW SECTION. Section 10. Extension of authority. Any 

existing authority of 

rules on the subject of 

the department of revenue to make 

the provisions of this act is 
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extended to the provisions of this act. 

NEW-SEe~~eN.--s~et~e~-45.--eee~dt"at~e~.--r£-Hetts~-Bt!! 

Hoo--r--e~-~t-~ess~s-t"~-Hott~e-o£-Re~re~e"ta~~¥e~-*~-eme"ded 

±n-the-Senete7-th±s-eet-±s-voido 

NEW SECTION. Section 11. Effective date 

applicability. (l) This act, except section 45 4r ~, is 

effective on passage and approval. 

(2) Section 45 4~ ~ is effective July 1, 1987. 

(3) Unless otherwise specified or required by a 

particular section of this act, sections 1 through zr,-~1 

i~,-26-th~ott~"-3Y-36,--an~--44--4T l apply retroactively, 

within the meaning of l-2-109, to tax years beginning after 

December 31, 1986. 

t4t--Seetion~-23-i2-thrott~"-26-25-e~p~y--ret~oeet±vety7 

w±th±n--the--mean±n9--of--i-2-~99,--to--ai±--~ma±±--b~s~nes~ 

eo~~o~a~io~~--~~a~--~ave--ma~e--a---va±id---~!ee~ion---~~Oer 

S~beha~te~-5-o~-e"epter-±-o~-the-fnte~ne%-Re~entte-eode-on-or 

be~o~e--Beeember--3~,--i996 7--and-for-tax-years-endinq-a£ter 

Beeembe~-3T7 -T986. 

t5t--Seet±on-43-49-appl±es-to-tax-year~-beg±nn±ng-a£ter 

BeeembeP-3ir-T986,-and-end±ng-be£ore-aennery-~,-~9a9. 

NEW SECTION. Section 12. Termination. Section 43 49 6 

terminates December 31, 1989. 

-End-
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STANDING COMMITTEE REPORT Page 1 of 3. 

SENATE 

MR. PRESIDENT 

We, your committee on nXAnoOJ 

havrng h,ul under consideration . HOUSE BILL 

third reodrn'] copy ( ____b_l~ 
color 

UCQ,,IE TAX REVISION TO FUND EDUCATI0:-1 

HARP BRm·rc.J: ) 

House Bill 
Respectfully report a-. !ullows Ttldl 

1. Title, line 4. 
Following: '''T'O" 
Strike: ''REVISE THE'' 
Insert: "PROVIDE A 10% SURTAX ON'' 

2. Title, line 5. 
Strike: ''SYSTEM'' 

3. 'l'itle, line 6. 
Strike: ''ADJUST THE'' 

P,.p;r~,l. .. ):.}, 

Insert: "APPROPRIATE FUNDS FROM THE EDUCATION AND LOCAL 
IMPACT TRUST TO 'l'HE SCHOOL 11 

4. Title, line 7. 

19 .. 8.7 .. 

No .. 9.0.4 

904 
No 

Strike: "SCHEDULES FOR ELEMENTARY SCHOOLS l\ND HIGH SCHOOLS" 

5. Title, line 10. 
Strike: ''l-l-207, 7-14-1133, 7-34-2416, 15-1-101,'' 

6. Title, lines 11 throuqh 14. 
Following: "15-1-501," on line 11 
Str~ke: remainder of line 11 througl1 ''15-31-402,'' on 

line 14 

7. Title, line 15. 

00 1-'A~<o;trikc: line 15 in its entirety 

DO \JOT PASS 

.t/-<?7 
___..-<Zco~Ti-lt:Eo 

C!1d1rrrd•' 

( 

c 

4' 1 c 

8. Title, line 16. 
Strike: "19-9-1005, 19-13-1003," 
Following: ''20-9-319,'' 
Insert: "AND" 

9. Title, lines 17 through 20. 
Following: ''20-9-343,'' on line 17 
Strike: "53-2-101, AND 67-ll-303," 
Following: ''MCA;'' on line 17 
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1\p,(i:l 13, 

Strike: remainder of line 17 through ''~CA;'' o~ line 20 

10. Page 1, line 25 through line 19, page 9. 
Strike: sections 1 through 5 in their entirety 
Renumber: subsequent sections 

11. Page 10, line 25 and llne 1, page 11. 
Following: "ti tlc" on 1 ine :.:> 5 
Strike: remainder of line 25 through end of line 

12. Pu.ge 12, line 8 through line 20, pagp S 6. 
Strike: sections 7 through 25 in tt1eir entirety 
Renumber: suUsequcnt sections 

13. Page 59, line 20 thro119h line 7, page 68. 
Strike: sections 27 tl1rough 36 in their entirety 
Renumber: subsequent sections 

14. Page 7G, lines 20 through LJ. 
Strike: section 41 in its entirety 
Insert: ''NEW SECTION. Section 7. Exemption for gain on 

19 87 

sale or exr.hangA of certain capital assets. Notwilh­
standing the provision~ of 15-30-111, adjtlsted gross 
income does not include 40% of capital gains un the 
sale or exct1ange of capil~l as~ets b~for~ OAcember 31, 
1986, as r.apital qai~s arc determi~ed undur Subcl1~~Lr~ 
P of Ctldpter l of tile Inlcrnal Revrnue Corle as it read 
on Dl~cember 31, 1986." 

Renumber: subsequent sectior1s 

15. Puge 76, line 25 unc1 line l, 77. 
Follm-;inc;_; ''tJ~JrOpl~iated" on line 
Insert: "$34 million from thP e-ducaLion and loc:::.l in~p.J.ct 

trust a11d $62 milll<m" 
FGllowiny: ''to thn'' on li11C 25 
St_rike: "superinb.~nch_·nt rJf puJJ:ic ll's"lruc-:...icn S9G mi 11 inn" 
lnscrl: "school fcundat::_o·~ pro1ra:l1" 
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A;,)I:il 13, 1~87 
16. Page 77, line 2. 
Following: " " 
Insert: "The governor is authorized to reduce the general 

fund appropriation to the amount necessary to fund the 
school foundation schedules in 20-9-318 and 20-9-319." 

17. Page 
Strike: 
Insert: 

77, linPs 4 and 7. 
"12" and "40" 
11 '6'11 and "7,.-

18. Page 77, lines 12 through 14. 
Strike: section 45 in its entirety 
RenuMber: subsequent sections 

19. Page 
Strike: 
Insert: 

2 0. Puge 
Strike: 
Insert: 

77, lines 
"42" 

16 anrJ 18. 

"8'"" 

;l, line 21. 
11 21, 2fi through", 
"7"--

t'l_§, and", anU "41" 

21. Page 77, line 24 through line 6, page 78. 
Strike: subscctio:1s (4) and ('1) in their entirety 

22. PUtje 78, lillC 7. 
Strike: 11 40" 
Insert: "6" 

jhl/c:hb904sam.txt 

AND I\S Aft1ENDF.D, 

BCCo~~CURRED P~ 

(d\d) 

to;·\ov 
(~'- 'D 

ff IY~ 
/<'. /. 5~%?~ ~1cCallum, Chairman-· 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB904, reference copy. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to provide a 10% surtax on Montana individual income tax, to increase the contribution to state equaliza­
tion, and to appropriate funds from the education and local impact trust to the school foundation program for the 
purpose of balancing the fiscal 1988-89 general fund budget; to appropriate funds for equalization aid for schools, 
and providing effective dates, a retroactive applicability date, and a termination date. 

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

noted. 
2. Individual income tax collections will be $208,088,000 in FY88 and $299,991,000 in FY89. 
3. The 10% surtax applies to calendar years 1987 and 1988. The 10% surtax will raise $24.540 million in FY88 

and $17.330 million in FY89. (see technical note) 
4. The capital gains exclusion will reduce income tax collections $822,000 a year. (DOR) 
5. The distribution of income tax collections will be : Current law/Proposed law. 

General Fund - 64% I 58.2% 
School Equalization - 25% I 31.8% 
Debt Service Fund - 11% I 10.0% 

6. The appropriation of $34 million from the education trust to the school foundation program will be made on 
January 1, 1988. The reduction in interest earnings to the general fund will be $1,932,000 in FY88 and 
$3,865,000 in FY89. 

FISCAL IMPACT: 
Revenues: 

Individual Income Tax 

Fund Information: 
General Fund 
School Equalization 
Debt Service Fund 

Education Trust Fund: 
Appropriation 
Loss of Interest Earnings 

Current Law 
$208,088,000 

$133 J 176 J 320 
52,022,000 
22,889,680 

FY88 
Proposed Law 
$231,806,000 

$134,911 J 092 
73,714,308 
23,180,600 

FY88 
$34,000,000 

General Fund $ 1,932,000 

{JcJ!vn·j 4 d-A'-.L DATE ~/;6 J-?? 
DAVID L. HUNTER, WDGET' DIRECTOR -~--- r - . 
Office of Budget and Program Planning 

Difference 
$23,718,000 

$ 1,734,772 
21,692,308 

290,920 

Current Law 
$229,991,000 

$147,194,240 
57,497,750 
25,299,010 

FY89 

FY89 
Proposed Law 
$246,499,000 

$143,462,418 
78,386,682 
24,649,900 

Difference 
$16,508,000 

($ 3,731,822) 
20,888,932 

( 649,110) 

DATE 

Fiscal Note for HB904, reference copy. 

HB faY 
(1-z,.. 



Fiscal Note Request, HB904, reference copy. 
Form BD-15 
Page 2 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION~ 
The bill, in its reference copy revision, will require the Department of Revenue to adopt rules that clarify that 
the surtax applies to income tax liabilities for calendar years 1987 and 1988. 

f{f3 ~~ y 
lfz,.-


