HOUSE BILL NO. 904

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

IN THE HOUSE

MARCH 28, 1987 INTRODUCED AND REFERRED TO COMMITTEE
ON RULES.

ON MOTION, REREFERRED TO COMMITTEE
ON APPROPRIATIONS.

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

MARCH 30, 1987 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.

PRINTING REPORT.
APRIL 1, 1987 SECOND READING, DO PASS.

CN MCTION, RULES SUSPENDED AND BILL
PLACED ON THIRD READING THIS DAY,

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

TRANSMITTED TO SENATE.

IN THE SENATE

APRIL 3, 1987 INTRODUCED AND REFERRED TO COMMITTEE
CN TAXATION.

APRIL 13, 1987 COMMITTEE RECOMMEND BILIL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

SECOND READING, CONCURRED IN.

ON MOTION, RULES SUSPENDED TO PLACE
BILL ON THIRD READING THIS DAY.
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THIRD READING, CONCURRED
AYES, 28; NOES, 22.

RETURNED TO HOUSE WITH AMENDMENTS.

IN THE HOUSE

RECEIVED FROM SENATE.

ON MOTION, CONSIDERATION
FOR THE DAY.

CN MOTION, CONSIDERATION
FOR THE DAY.

CN MOTION, CONSIDERATION
FOR THE DAY.

ON MOTION, CCONSIDERATICH
FOR THE DAY.

ON MOTION, CONSIDERATION
FOR THE DAY.

ON MOTION, CONSIDERATION
FOR THE DAY,

IN.

PASSED

PASSED

PASSED

PASSED

PASSED

SECOND READING, AMENDMENTS

CONCURRED 1IN,

THIRD READING, AMENDMENTS

CONCURRED IN.

SENT TO ENROLLING.
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& LL NO. C) .

INTRODUC Y

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 SCHOQLS AND HIGH SCHOOLS FOR THE
PURPQSE OF BALANCING THE FISCAL 19%88-89 GENERAL FUND BUDGET;
TO APPROPRIATE FUNDS FOR EQUALIZATION AIP 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-B-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."

RE IT ENACTED BY THE LEGISLATUGRE QF THE STATE OF MONTANA:
Section 1. Section 1-1-207, MCA, is amended to read:

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

(1) “Bribe" means anything of value or advantage,
present aor 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, 1854, and redesignated as the

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

93-514, as amended,

t2¥(3) "Peace officer" means any person described in
45-1-201(8).

+3¥(4) "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 bopds, 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 or contributions from the federal
government; or

(d} other sources.

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

{(3) The bonds may be sold at public or private sale
and may bear interest at a rate not exceeding the limitation
of 17-5-102, Except as otherwise provided in this part, any
bonds lissued 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 te the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-the

meaning-of-35-308-11tt¢t2+¢tar for purposes of tax exemption

determinations under the Internal Revenue Code.

(5) For the security of any such bonds, the authority,
county, or municipality may by resclution make and enter
into any covenant, agreement, or indenture and may exercise
any additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The
sums reguired from time to time to pay Pprincipal 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. BSection 7-34-2416, MCA, is amended to read:

"7-314-2416. Tax-exempt status of bonds. Bonds issued
by a county pursuant to the provisicns 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-meaning-of-35-36-213¢23¢2} for purposes of tax exemption

determinations under the Internal Revenue Code,™

Section 4. Section 15-1-101, MCA, is amended to read:
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"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 c¢rops, fruit, and
other animal and vegetable matter for food or fiber.

{b) The term 1"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 natienal appraisal guides and manuals or the valuation
schedules of the department of revenue,

(d) (i) The term "commercial®, when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (1i).

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

(A) agricultural lands;

{B) timberlands;
residences and

(C) single-family ancillary
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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 1is influenced
by the same set of eccnomic trends and physical,
governmental, and social factors: and that has the potential
of a similar highest and best use.

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

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

Revenue Title enacted August 16, 1954, and redesignated as

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

Law 99-514, as amended.

thi{i) The term "leasehold improvements" means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is . 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 1mprovem§nts are a lien
only on such leasehold improvements.

t+3(j} The term “"livestock" means cattle, sheep,
swine, goats, horses, mules, and asses.

¢33{k) The term "mobile home" means forms of housing
known as "trailers", "housetrallers", or "trailer cocaches”
exceeding B 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.

tk¥(l) The term "personal property" includes
everything that is the subject of ownership but that is not
included within the meaning of the terms "real estate" and
"improvements".

t¥y(m)} The term "poultry" includes all chickens,
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turkeys, geese, ducks, and other birds raised in
domestication to produce food or feathers.

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

tn¥{o) The term "real estate” includes:

(i) the possession of, c¢laim 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 te individuals or
corporations growing ot being on the lands of the United
States; and all rights and privileges appertaining thereto.

to}{p) The term “taxable value" means the percentage
of market or assessed value as provided for in 15-6-131
through 15-6-140.

(2) The phrase "municipal corporation” or
"municipality” or "taxing unit" shall be deemed to include a
county, city, incorporated town, township, school district,
irrigation district, drainage district, or any person,

persons, ot organized body authorized by law to establish

_8_
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tax levies for the purpose of raising public revenue.

{3) The term "state board" or "board" when used
without other gqualification 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, MCAR, is amended to read:

*15-1-501. Disposition of moneys from certain
designated 1license and other taxes. (1) The state treasurer
shall deposit to the credit of the state general fund all
moneys received by him from the collection of:
driver's

{(a) fees from licenses, motorcycle

endorsements, and duplicate driver’'s licenses as provided in
p P
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61-5-121;

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

(c) severance taxes allocated to the general fund
under chapter 36;

(d) liquor license taxes under Title 16;

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

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

(2) Seventy-five-pereent-of-ati-moneya--received--from
the-—-coitection-~of--income--taxes--pnder--chapter--30--and
corporation-ticense--—and--income--taxes--under—-chapter--3i;
except--as-—-provided-in-15-31-2024-shait-be-depeaited-in-the
generai-fund-subject-to-the-prior-piedge--and--apprepriarisn
of--such--itncome-tax-and-corporation-ticense—tax-cotiections
for-the-payment-of-itong-range-butiding—-program--bonda~--%he
remaining—-25%--of--the--proceesds-sf-the—corporation-license
tax;--exciuding -that--atiecated-—to——-the---connties-—-unden
t5-31-7827--¢orporation-—tncome-taxy-and-income-tax-shati-pa
depesited-to-the-credit-ef-the-state--speciat--revenus—-fund
for-state-equatization-aid-to-the-pnbite-achcois-of-Mentana:

All moneys received from the collection of income taxes

under chapter 30 of this title that is not deposited in the

income tax windfall reserve account pursuant to [section 5]

-10-



11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 1853/01

shall be deposited as follows:

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

(b}l 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 schocls of

Montana as described in 20-9-343.

(3) All moneys received From the collection of

corporation 1license 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.

t3¥(4) The state treasurer shall alsc 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.

t43{5) 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
0il severance tax ccllections 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:

{1) "Base year structure" means the following-elements
af-the-tncome-tax-atrgetures

ta3--the tax brackets established in 15-30-103, but
unadjusted by subsection 2} (3) of 15-30-103, in effect on
June 30 of the taxable years

tb}--the-——exemptions---contained---in--15-38-1i27--but
nnadjusted—by—Subsections*—f?i——and<~fo——of-Lis-BB—iiar——in
effact-on-June-36-of-the-taxable-years

fc}——the—*—mnximumk-—standetd———deduction—-prcvided——in
15-39-122,-but-unadjusted-by-subsection-+2+-o£-15-30-2225-%n
effect-on-guna-30~of-the-taxable-year.

{2) “"Consumer price index" means the consumer price
index, United States city average. Eor all items, using the
1967 base of 100 as published by the bureau of labor

statistics of the U.S. department of labor.
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1853/01

(3) "Department" means the department of revenue.
(4) "Dividend” means any distribution made by a
corporation out of 1its earnings or profits to its

shareholders or members, whether in cash or in other
property or in stock of the corporation, other than stock
dividends as herein defined. "Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

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

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

(7) "Gross income" means the taxpayer's gross income
for federal income tax purposes as defined in section 61 of
the Internal Revenue Code of-1954-eor-as-that-sectisn-may-be
tabeied-~or--amended;-—excinding--unempioyment--compenaation
tnetvded--in--federat--gress—-income-under-the-provisions-of
sectitan-85-sf-the-Internai-Revence-code-of-1954-as--amended.

{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

Juney-+988 1987.
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(9) "Information agents”" includes all individuals,
corporations, asscciations, 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 1is taxable under this
chapter.

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

(1l) "Net taxable income" means-—-the--adiusted--gross
tneone--of--a--taxpayer--leas-the-deductiona-aiiowed-hy-this

chapter is the federal taxable income of a taxpayer,

including interest received from cobligations of another

state or political subdivision thereof, less the adjustments

specified in 15-30-111,

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

established a_ residence in this state during the taxable

year.
t¥23(13) "Paid”, for the purposes of the deductions and
credits under this chapter, means paid or accrued or paid or

incurred, and the terms "paid or incurred"™ and “paid or
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accrued" shall be construed according tc 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

regident of this state and another state during the

taxpayer's taxable year.

t+33(15) "Purposely” is as defined in 45-2-101.

t*43{16) "Received”, for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term "received or accrued" shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

t*54{17) "Resident" applies only to natural perscns 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 whe maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

t16}1-LPaxabie-income -means-the-adjusted--groass--inceme
of —-a--taxpayer—-tess-the-deductions-and-axemptiona-previded
for-in-this-chapter

¢+7¥(18) "Taxable year™ means the taxpayer's taxable

vear for federal income tax purposes.
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+18+(19) “"Taxpayer” includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

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

"15-30-103. Rate of tax. (1) There shall be lewvied,
collected, and paid for each taxable year commencing on or
after December 31, 1966 1986, upon the net taxable income of
every taxpayer subject to this tax, after-making-altowance
for-axemptions-and-deduections-as-hereinafter-previded except

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

brackets of net taxable income, as adjusted under subsectlon
+2} (3), at the following rates:
tay-——-on--tha-first-517098-0f-taxable-income-or-any-part
theresf;-2%;
thi-~on-the-next-5ir886-0f-taxable-itncome-or—-any--part
thereat;-3%;
te}--on--the--next-§2;8066-of-taxable-income-or-any-part
thereof;—4%s
td¥--on-the-next-32;066-of-taxabte—income-or--any—-part
theresf;-5%;
{e}-——on--the-—next-$2760606-of-taxable-income-ar-any-part
thereaf;~6%;
t£4-—en-the-next-52;880-of taxable—-income-sr--any--part
thereaf-3%;

tg)--on--the--next-$4;600-0f-taxabie-income-or-any-part

~-16-



w -] ~t o

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

25

LC 1853/01

thereof;-8%+
thy——on-the-next-567880-0f-taxabie-income-or--any--part
theraaf; 9%
tty--en--the~-next-$i57000-of-taxabie—income-or-any-part
thereofy-10%;
t33-—en-any-taxable-income-in-excesa-cf-535;000-or——any
part-theresfy-134+

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

taxahle income;

{b) 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 he levied, collected, and paid for

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

upcn the net taxable income of every taxpayer filing a

return using the married filing separate status a tax on the

following brackets of net taxable income, as adjusted under

subsection {3), at the following rates:

(a) S$C to 52,250 of net taxable income, 4% of net

taxable income;

(b) over $2,250 to $6,000 of net taxable income, $90

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

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

net taxable income over $4,000.
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+2¥(3) By November 1 of each year, the department
shall multiply the bracket amount contained in subsackisn

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 basig for
imposition of the tax in subseetion subsections (1) and (2)
of this section.”

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

"15~30-10%5., Tax on nonresident -- alternative tax
based on gross sales. (1) A like tax is imposed upon every
person not resident of this state, which tax shall be
levied, c¢ollected, and paid annually at the rates specified
in 15-30-103 with respect to his entire net income as herein
defined from all property owned and from every business,
trade, profession, or occupation carried on in this state.

(2) Pursuant to the provisions of Article I¥Il, 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 perscnal property within Montana and
whose annual gross volume cf 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 tax taxes imposed under 15-30-103

and (section 10]. The gross volume of sales made in Montana

during the taxable year shall be determined accerding 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, :nd paid
for each taxable vyear commencing on ar after December 31,
1986, upon the income of every taxpayer subject to the
provisions of this chapter.

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

{a) 1is required by section 55 of the Internal
Revenue Code, to pay a federal alternative minimum
tax; or

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

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

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

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

{3) A person who is a nonresident or who is a
part-year resident of Montana shall file a Montana

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;

(¢) $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 ancther state or political subdivision
thereof, which sum shall be reduced by the following:

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

(b} all railroad retirement benefits; and

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

{(5) (a) For a nonresident or part-year resident, the
taxpayer's federal alternative minimum taxable income, less
the applicable exemption amount provided for in section 55
of the Internal Revenue Code, must be prorated to determine
his Montana alternative minimum taxable income. The prorated
income is arrived at by dividing the Montana income

determined pursuant to 15-30-131 or ([section 13] by the
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federal adjusted gross income and multiplying this
percentage by the taxpayer's federal alternative minimum
taxable income.

{b) The taxpayer's prorated Montana alternative
minimum taxable income is then adjusted to include the
interest received Erom 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 goveranment;

(i1) all railiroad retirement benefits; and

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

(d) For residents, nonresidents, and part-year
residents, a tax rate of 5% shall be applied to
the Montana alternative minimum taxable income. The
taxpayer shall pay the greater amount of the Montana
alternative minimum tax or the tax provided for
in:

(L) 15~30-111, if a resident:

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

(iii) [section 13], if a part-year resident.
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{(6) EBach taxpayer shall Ffurnish with his Montana
alternative minimum tax return a copy of his Ffederal
alternative minimum tax return.

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

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

for residents. (1) Adjusted-gross Montana net taxable income

for residents shall be the taxpayer's federal inceme—tax
adjusted-gress taxable income as defined in seetion—-62--of
the TInternal Revenue Code of-1354-sr-as-that-section-may-be
tabeted--or--amended and in addition shall include the
foliowing:

{a) all interest received on obligations of another
state or-territory-or--¢ountyy--municipatity;--disericty or
ether 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 liabilitys-—and

fey--that--portien--of--a--sharehotderia—-income—-under
subchapter-5:-cf-€hapter-i-cf-the-internat-Revenue--Code~—of
+954--that-has-been-reduced-by-any-federal-taxes-paid-by-the
subchapter-Sy-corporarion-sn-the-income.

{(2) Notwithstanding the provisions of the €federat

Internal Revenue Code of--1954--as--labeted--or--amended;

adjusted-gross, Montana net taxable income does not include
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the following, which are exempt from taxation under this
chapter:

(a) all interest income from obligations of the United
States governmenty---the-—-state---ef-—-Montanar---countys
muniecipatity;---district;—-or--octher--petiticat--subdivision
thereof;

fb+——interest—inccme—eurned—by-a-—taxpayer——age--ss-~or
otder--in--a--tarabte--year--up--to-and-incinding-5868-for-a
taxpayer-filing-n-separate-return-and-51;608-for-each--joint
rekurn;

te}--ati-benefita-received-under-the-Federal-Empioyeest
Retirement-Act-neot-in-exeess-of-53;666+
tdy--ati—-benefits;—-not-in-excess-of-5368;—received-as
an-annuity;-pensiony--or--endowment--under--any—--private-—or
corporate-retirement-pian—or-system;
tey-—-ati-~benefits--paid-under-the-tancharsi-retirement
taw-which-are-specified-as-exempt-from-taxation-by~:9-4-706;
t£)--all-benefits—-paid--under--The--Publiic--Employeest
Retirement--System--Act--which--are-specified-as-exempt-fram
taxarion-by-19-3-305;
tg}--ati--benefits—-paid--under--the---highway——-patroe:
retirement-—-taw--whith-are-specified-as-exempt-From-taxation
by-38-6-395+
thi--ati-Montana-income-tax-refunda-or-credits—theresfs

tiy--ati-benefita-paid-under-15-31-662;-19-1+-6847--and

-23_

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

25

LC 1853/01

19-11-685-—-to--retired--and--disabied--Firefighters;——their
surviving-spodses-and-orphansy
t3¥y--ari--benefits--patd--under--the--municipat--potice
affitcerst~—retirement-—syatem--that-—are-spacified-as-exempt
from-taxation-by-33-9-18457;
tk3--gain-required-to-be-recognized--by--a--tiquidating
corperatton-nnder-15-31-113+3yfayttiys
ti}--ati-—-tips--covered -by -sectien--3402tk}--of—-the
internat-Revenue-Code-of-13547-as-amended-and-appticabie--on
January——t7y--19837-received-by-persons-far-services-rendered
by-them-to-patrons-of-premises--lticensed--to--provide-—-£foodr
beveragey-or—-todging;
tm}i--all-—-benefits——-receitved-—-under~-—the---workerst
eompensation-taws;—and
tn¥--ati-neatth-insvrance-premiums-paid-by-an--employer
for--an--empitoyee--if--attributed--as-income-to-the-empioyee
under-federal-taw:
t3}--¥n~the-casc-of-a-sharehotder-of-a-corporation-with
respect-to-which-the—sltection-provided-£for-under-—subchapter
s-—of-—the-fnternat-Revenue—-ode-~of-1954;-as-amended;-is-in
effect-but-with-reapect-to-which-the-etection--provided--£for
ander--15-31-2827;-—as--amended;—-is--not-in-effect;-adjuntced
gross-inceme-does-not-inciude-any-part-of-the--corperation's
undistributed--taxabie--income;--net-operating-toasy-caprtat

gqaina-eor-osther-gains;-profitsy;--or--lcases--regquired--to--he

—24-



o x ~ o (5,

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

25

LC 1853/01

inctuded--in--the--sharehoideris-Ffederai-inceme-tax-adjusted
grosa-income-by-reasen-af-the-said-etaction-nnder-subchaptesr
Sy-Howevery-the-sharchotderts-adjusted--groas~~income--shati
incinde-—-nctunt--distributions--Ffrom--the-corporatisn-to-the
extent-they-would-be-treated-as—-taxabie--dividenda--{f——the
subechapter-St-eieccion-were-not-in-effects

t43--A--sharehoclder——of-—a-bPbIS5€-that-is-exempt-frem-the
corporation-licenae-tax-under-15-31-102¢1y{¥}-shaiti--ineiunde
tm-his-addusted-gross—income—the-earnings-and-profits-of-the
PESE--in-the-same-manner-as—provided-by-federat-law-{asection
3957-internali-Revenue-fode}-for-ati-perioda--for--which-—-the
PiSE-etection-ra-effectiver

£53y~~A-—taxpayer—-whos——in-determining-federai-adjustced
gross-incomer-has—-reduced--his--business--deductions—-by-—an
amount-for-wages-and-sataries-for-which-a-federat-tax—credit
was——etested--under-section-44B-of-the-Internal-Revenue-ceode
of-1954-or-as-that-section-may——be—-imbeted--or--amended--is
atlowed to-deduct-the-amount-of-such-wages-and-satarites paid
regardiesa--of--the-eredit-takens-Fhe-deductron-mnst-be-made
in-the-year-the-wages-and-satartes-were-used-to-compute—-—the
credit<——In--the--casa--of--a--partnership-or-small-buainess
corporationf-the-deduction—ﬁu:t-be--mnde—-to--determinc——thc
amstnt--of-—-tneome—-or--ltoss--of--the--partnership--or-smati
business-corporacions

t6y--Married-taxpayers-fiting-a~-—-joint--federait--return
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who--must——ineciude-part-of-their-sociat-security-benefits-or
part-of-their-tier-i-ratiroad-retirement—bencfits-in-federat
adjusted-grass-income-may-spiit-the-federal--base-—-used-—in
catcutation--of--federai-taxabie-sociai-secnriby-benafica-—or
federai-taxabie-tier-i--railread--retirement——-benefits—-when
they--file--separate-Montana-income—tax-returns;-Fhe-federal
base-must-be-sptit-equatly-on-the-Mantana-returns
f?1——A———taxpayer———receiving———retirement——~d§aabéiiby
benefits--who--has-—net--attained--age--65-by-the-end-of-tha
taxab}e-yenr-and—whc—has—retired—as—permancntly—and-—totaiiy
&ésabied——may—~exciuda~from—adjusted-gra::—inceme—up—to-SiBB
per—week—received-as—nages—er-payments—inA}ieu—ef—wcges—Afor
a--pertod-~during-which-the-employee-is-absent-from-werk-due
to-the-disabitity:-—If-the-adjusted-gross-income—before-this
exciusaion-and-before-apptication-cf-the-—twa-sarner--married
couple-—deduction——exceeds--$15;000;--the-excess-reduceas-the
exciusion-by-an-equat-amountr-Phis-—-timitation--affects——the
amoune«-of—exciusionv—but‘not—the—taxpayef*:-eiigibiiitwaof
thEAexciusionT—Affveiigibie7—mnfried—individuais—sha}}~app}y
the-excliuaion-separatetys-—but--the--limitatien-—£for--income
exceeding-~5i57090—is~deeermined—with—re:pectfto—the-sponscs
en-their-¢embined-adjusted-gross-incemes-FPor-the-purpose--of
this--subsectiony-——-permanentiy—-and--totatiy--disabled-means
unabie~to~engage~in——any——substantiaif~gainfu}——activityl*by

reason--af--any--medicatiy--determined--phyaicai--or--mentat
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impairment~iasting—or—expeeted-to—iast—at-iea:t~—i2-—mentha:

{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 working

on a federally established Indian reservation.

(3) A taxpayer who elects to itemize his deductions

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

is required to pay additional federal tax due in 1987 for

the 1986 tax 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, Nonresident---and----temperary—---resident
taxpayers—---adjusted-gross-income-—--daductisns Montana net

taxable income for nonresidents. (1) ZIn-—the--ecase—of-a

taxpeyer—other-bhan—a—resident—of-thia—-:tnte7 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, but sha}t does not include income Efrom
annuyities, 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 shati-be are a part of income from any business, trade,
profession, or occupation carried on in this state.
Interest income from installment sales of real or tangible
commercial or business property located in Mcntana must be
included in adjusted gross income. Adjusted--grosa--inecome
from—--scurces--within--and--withoot--this--state--shaii--be
atltecated-and-apportioned-—under—-ruies—-prescribed-—-by——the
departments
t2+-—¥n-the-case-cf-a—taxpayer-other-than-a-restdent-of
this-—-atate-—-who-ts-a-resident-of-a-state-that-imposes-a-tax
oen—-the-income-ef-naturati-persons-residing-within-that-state;
the--deductiona--altiewed--in--computing---net——-income—--are
restricted--to--those-directiy-connected-with-the-prodaction
cf-Mentana-incomes
t3y—-¥n-the-case~-of-a-taxpayer-other-than-a-restdent-of
this-state-who-is-a-resident-of-a-state-that-does-—-not-impose
a-tax-on-the-ineome-of-naturai-persona-residing-within-—-that
state;-—the--deductions--atiowed-in-computing-net-income-are
restricted-to-the-greater-of-those-directiy-retating-to——the
production--of--Mentana-income-or—a-prorated-ameunt-of-those

allowed-—undar--15-38-12i:--For-——the-——purpeses --of—--this
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subsectiony-deductions-atlowed-under-15-36-12t-appiy-oniy-to
earned——income-—-—and--muse-be-prorated-according-to-the-ratio
that-the-taxpayerts--Montana--earned--income--bears--to--his
federalt-earned-incomes

t4y--A---temporary--resident-~shaitl--be--atlewad -those
deductions-and-the-credit-under-15-32-189-atltowed-a-reatdent
to-the-axtent-that-such-deductions-or-credit—-were——actuatiy
inenrred--or--expended--in--the--state-of -Montana-during-the
eourae-af-his-resideneys

£{9y--Por-the-purposes—of-this-section;-"earned——-incomnet
shati--be--defined-aa-the-same-term-is-defined-in-section—43
of-the--Internat--Revenue--€odey--or--as--that--seetien--may
subsequently-be-amendeds

+6y—-Notwithstanding—--the-previsions-of-subsesctiona—t2}
and-t+3yy-any-contribution-made-after—Becember-37--1982y--to
the--atate-—-of--Montana-—er—-a-potiticat-subdivision-thereof
shati-be-an-altiowabie-deduction--tn--computing--net——-incemes
Fhe--deduction--is--subject--to-the-iimitations—-set-forth—-in
sectiton-1F0-of-the-Internai-Revenue-Code-af-19547-as-tabeted
or-amended-

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

nonresident may deduct from his Montana adjusted gross

income only the following items:

{1} a prorated 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 taxpaver's federally

allowed medical expenses;

{iv}) all sums donated to:

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

of the Internal Revenue Code to receive tax-exempt

contributions, which conducts its principal activity in this

state; or

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

agency thereof;

{v) all railrcad retirement benefits;

{vi) all interest received from United States

obligations;

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

federally recognized Indian tribe while living and working

on a federally established Indian reservation;

(viii) interest and taxes on Montana property used for

the production of Montana income.

(c) The prorated part referred to in subsections

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

the ratio of Montana adjusted gross income to federal

adjusted gross income by the federally allowed deductions

specified in subsections (1)(b)(i) through (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,

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

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

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

NEW SECTION. sSection 13. Montana net taxable income
for part-year residents. {l) Tc 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 ratic of
Montana adjusted grass 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 greoss 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 from--nonresident—-to--restdent--or

vice--versa of residency status. If-a-taxpayer-changes-his

status—-£from-that-of-resitdent-to-that-of-nenresident-or-—-£from
that-—of-—nenresident-to-that-of-resident-during-the-taxabie
year;-he-shati-fite-a-return-covering-the--fraction--of--the
year-during-whieh-he-was-a-resident--Phe-exemptions-—provided

in-~35-36-112--shall--be--prorated--on-the-ratio-the-Montana
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adiusted--gross--income——-bears--tc——federat--adjusted-—qross
incomes A Montana c¢itizen moving out of the state,
abandoning his residence in the state, and establishing a
residence elsewhere must file a return on-the-fractional
basts., If he obtains employment cutside the state without
abandeoning his Montana residence, then income from such
employment is taxable in Montana.*

Section 15. Section 15-30-135, MCA, 1is 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 shati-be are held for educational, charitable, or
religious purposes, which tax shall be levied, collected,
and paid annually with respect to the income of estates or
of any kind of property held in-trust, including:

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

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

{c) income held for future distribution wunder the

terms of the will or trust; and
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{d) income which is to be distributed to the
beneficiaries pericdically, 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 vyear for
which the retura is made.

{(3) In cases under subsections (a), (b}, and (c) of
subsection (1), the tax shall be imposed upon the Ffiduciary
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. 1In 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 emplovees, 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 amcunt 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.

(9) 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 1life of the
grantor (except policies of insurance irrevocably payable
for the purposes and in the manper 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. Sectien 15-30-136, MCA, 1is amended to
read:

"15-30-136. Computation of income of estates or trusts
-—--exemption. {iy--Bxcept--as-—-otherwise--provided-in-thia
ehapter;-tgross-incomeli--of-—eatates--or-—trusts--means—-ati
income-~from--whatever--source--derived-in-che-taxabie-year;
inectuding-but-not-rimirted-to-the-feliowing-stemss

tar-—-dividends;

tby-—-interest-receivad-or-accrued; -itnctuding--interest
received--en-—-obitgations-of-another-state-or-territory-or-a
countyy-—-muniteipatity;——-districts--—or---other---potiticat
subdivisien-~thersafr;—-but--sxetnding--interest--income-£from
ekligations-ef:

+i}1--the-United--States—-qovernment—-or—-the—-state-—af
Montana;

tity-a-acheot-districkr-or

titti-a---countyy;---municipatity;——district;——er--other
poltiticat-subdivision-of-the-states

tey—~income-from-partnerships-and-other-£fiduciaries;

td}--groess-renta-and-royaltties;

tey——gain-from—sate—or-exchange-of-propertys;—-inctuding
these--gains—that-are-exciuded-from-gress—-income—for-federal
fiductary-rncome-tax—-purposes--by--section—-64i{ct--ef--the
internai-Revenue-Code—of-19547-as-amendad;

t£}-—gress-profit-from-trade-oar-buainess;-and
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tg¥—-refunds—-recovered--on—-federai-income-taxy-to-the
extent-the-deduction-of-such-tax-resntted-in-a-reduestion--of
Mentana-tneome-tax-tiabidiey-
t2y-—-¥n-—-computing--net--income;--there--are-atiowed-aa
deductionss
tay--intermat——expenses—-deductible-—for——federai-——tax
purposes—-according--to--section-i53-6f-the-Iinternal-Revenue
€ode-0£-1354;-as-amended;
thy--taxes-paitd-or-accrued--within--the--taxabte--years
inciuding—-but--net--timited--to—-federal--income--tax;--but
excinding-Mantana—income-tax;
te3-—that-—fiductaryls—-portion-—-of---deprectation——-or
depietion--which—--it3--dednectibte—-for--federat——tax-purpeses
according-teo—seections-1677-6tt7-~and--642--of-—the--Internat
Revenue-Eode~s£-19547-as-amended;
t83--charitable--contributions-—that-are-deduetible-for
federal-tax-purposes-according—-to-—section--642¢ey-—of --the
Internat-Revenne-code-of-~19547-as-amended;
fey—-administrative-expenses-ciaimed-for-federai-income
tax--purposesy--agccording——to-sectiona-2i2-and-642tg)-—of-the
internal-Revenue-Code—of-19547-as-amendedy -t f~sueh--expenses
ware--net--ctaimed--as--a--deduction-in-the-determination-of
Mantana-inheritance-taxs
tEy--tonsnses-——from——-firers——storm;—-shipwrecky-—or—-sther

casuatbty-or-£from-thefet;-to-rhe-extent-not-compansated-for-by
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insurance-—or-otherwises~that-are-deductibie-for-federat-tax
purpoaes-according-to-section-165-af--the-~internal--Revenye
EBode-of-1954;-as-amended;
t9y--net--cperating-itoas-deductions-atiowed-for-federal
income-tax-under—-section-642¢tdr-af-the-internal-Revenue-code
0f-1954;-as-amended;-except-estates—-—may--net—-ciaim--losses
that-are-deduetible-on-the-decedenttas-£finat-return:
thy-—ati--—-benefits---received—-es--federai--empioyeest
retirement-not-in-excess-of-$376607
tiy--ati-kenefits-—patd-~under--the--Montana -teasheral
retirement-system-that-are-specified-as-exempe-from-taxation
by-19-4-7867
t3y--att---benefics---patd--under--the--Montana--Pubtie
Empioyees'-Retirement--System--Act--that--are--specified--as
exempt~from-taxation-by-39-3-185+
thy--atit---benefits--paid--under--the--Mentana--highway
patroimenls-retirement-system—thae-are-specified--as——exempt
from-taxation-by-19-6-7855
t1}--Montana-income-tax-refunds-or-eredits-thereofs
tmi--att--benefies-patd-under-19-11-602;-19-12-6047-and
19~-131-685-to-retired-and-disabied-firemen-or-their-surviving
spouses-or-chiidren;
tny--ati--benefits--paid--under--the--munieipat--potice
officers’--retirement--system——that--are-specified-as-exempt

from-taxatton-by-39-9-3005+
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toy-—ati-benefits—not-in-excess-nf-5360-received-as--an
annutbtyr-—pension;--or--endowment-under-private-sr-corporate
retirement-pians-or-systemss
€33--¥n-the-case-of-a-sharehoider-of-a-corperation-with
respect-to-which-the-etection-previded-for-under--subchapter
s——¢f--the-Internai-Revenua-Code-of-1954;-as-amended;-its-in
effect-but-with-respect-to-which-the-etection-—provided--for
under~--315-31-202-~¢s--not--in--effect;--net—-inecome-does-not
tnciude-any-part-of-the-corporationts-undistributed--taxabis
income;-——net--ecperating--tossy-capitnli-gains-er-other-gainsy
profitsr-—sr--ioases--required--to--be---inciunded---in---the
shareholderts-federal-income—-tax-net-ineeme-by-reasom-of-the
electton--under-subehapter-S--However;—the-sharehoideris—neat
income--shati--—ineiude-—-actuai-——diseribution-—-from-—-the
eorporation——to-—the--extent--it-would-be-treated-aa-taxabte
dividenda-if-the-subehapter-S:-election-were-not-in—-effects

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

federal taxable income as provided by the Internal Revenue

Code, including interest received on obligations of another

state or a political subdivision thereof, reduced by

interest received from obligations of the United States

government,
t43(2) Phe-folrlowing-additionai-deductions-shati-be A

deduction is allowed in deriving taxable income of estates

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

thy--any-other-amonnts-properiy——paid--er--creditad--or
required-teo-—be-distributed-for-the-taxabie-years

tcy—--the-—ameunt--of--68%--af--the--excess——of--the-net
tong-kerm-ecapital-gain-over-the-net-ahert-term-capitat--teas
for-the-taxabie-year:

+54--Fhe--eaxemption-~atiowed-—-for-estates—and-truses-is
that-~-exenption----previded---~in----15-36-3132¢2}{ay——--&nd
$5-38-22¢8}:"

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

"15-30-141. Tax as personal debt. Every tax imposed by
this chapter and all increases, interest, and penalties
thereon shat}-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 60l13{e) 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., Returns Filing of returns and payment of

-40-~
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tax ——-penatey-andé-inkterest-—--refunds—---credits. (1} Every
singte individual and-every-married-individnai-not-£filing-m
jotnc~-seturn-with-his-or--her——spouse—-and--having--a--gross
income-fer—the-taxabte-year-of-more-than-3t;0007as-adjusted
under—---the---provistons--ef--subsection--{7}7~—and--married
individuats——not--£iling-—separate——returna--and--having---a
combined--gross--inecome-——for-—the--taxabie-year-of-more-than
$27;000;—as—adjusted-under-the-provisions-of--subsection--t7y

subject to a tax pursuant to this chapter wheo 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 obligaticona of another state or a political subdivision

therecf7-shati-be.is liable for a return to be filed on such
forms and according to such rules as the department may
prescribe. ®he--gross--income--amounts—-referred--to-in-the
praceding-sentence-shaii-be-increased-by-$860;--as-——adjusted
under--the--provisions--of--15-38-112¢+7y-—and--+8)y;-fer-each
addrtionat-persenat-—examption--aiiewance—-the--taxpayer—-ias
entitied-—-to---citaim--for--himaseif--and--his—-spouse-—under
15-36-3:32¢3y-and-t4}--A-nonresident--shatt--be--required--to
fite~-—-a--return--+f-—his--groas——income—-for-the-taxable-year
derived-from-saurces-within-Montana-exceeds--the—--amount--of
the--exemption-deduction-he-is-entitied-to-claim-for-himself
and-his-spouse-under—the-provisions--of--15-36-332+2 37— ¢33+

and-{4y7-as-prorated-according-to-15-36-112¢6%<
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t2y--in--accordance--with-instructions-set-forth-by-the
departmenty-every-taxpayer-whe-is-married--and--tiving-—with
husband-or-wife-and-is-required-to-fite-a-return-may;-at-his
or-her-optionr-£file-a-joint-return-with-husband-er-wife-even
though--one--o0f--the--spouses--has--netther-gross-income-nor
deductionss-If-a-jeint-return-is--made;--the--tax-—shalli--he
computed--en-—the-aggreqgate-taxabie-income-and-the-tiabitity
with-reapect-to-the-tax-shati-be-joint--and--severai;—-3if--a
jetnt—-return—has-heen-filed-for-a-taxable-year;-the-spouses
may-not-fite-separate-returns-after-the-cime-for-£iting--the
return--of -—-either--has--expired--unitess—-the--department-so
consentss

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

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

file his state return as_that used by him toc file his

federal retuzn.

{3) 1f any such taxpayer is unable tc make his own
return, the return shall be made by a duly authorized agent
ar by a guardian or other perscn 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 £iling 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 15-30-241;-provided;-hewever; 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/cr payment of estimated tax
exceeds by more than $1 the amount of income tax as
computed, the taxpayer shali-be is entitled to a refund of
the excess.

(5) As scon as practicable after the return is Ffiled,
the department shall examine and verify the tax,

{(6) If the émount 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-anmam 3/4 of 1t per month or fractien

thereof on the additional tax. In such case there shall be
no penalty because of such understatement, provided the
deficiency 1is paid within 60 days after the first notice of
the amount is mailed to the taxpayer.
t?¥-—By-November-i-of-each-year;-the--department--shati
muttiply--the--minimum--ameunt-of-gross—inceme-necessitating
the-filing-of-a-return--by-—the--infiation—-factor--fer--the
taxabie~-yearr-These-adjusted-amounts-are-effective-for—that

taxabie-year;-and-persons-having--gross—-incomes--iess--than
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these-adjusted-amsunts-are-not-required-to-fite-a-returns

+8r—-individuai--inceme——tax--forma—-distributed-by-the
department-for-each-taxable-year-must--eontain--instructions
and--tabltes~-based--on-—the-adjusted-base-year-structure-for
that-taxable-years"

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

"15-30-144. Time for f£iling —— 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 vyear, or 1if 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 o©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--i:iable--for--a--tax
under-this-taw-shaii-pay-a-minimum~tax-of-9i+

{2}-~An--automatic-S-month-extension-of-time-£for-£fiting

a-return-is-atiowed;-provided-that-on-or-before-the-dus-date
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of-the-return;—an—appiication-is--made--on--forms--avaitabie
from-the-department-or-in-writing—to-the-deparements

{2) The person  making the return may obtain an

automatic 4-month extension of time for £iling a return,

subject to the following:

(a) An application for extension must be filed before

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

the department.

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

income tax return, he must indicate that fact on the

application for extension filed with the department.

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

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

income tax due. The applicant must calculate and remit with

the application the tax due, less withheld tax payments,

estimated tax payments, and tax credits for which the

applicant may be eligible.

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

or more, he is liable for penalties and interest under

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

{3) The department shall grant an application for

extension of time for filing a return if the applicant

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

department need not nctify 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. Telling of statute of 1limitations. The
running of the statute of limitations provided for under
15-30-145 shall be suspended during any period that the
federal statute of limitations for collection of federal
income tax has been suspended by written agreement signed by
the taxpayer or when the taxpayer has instituted an action
which has the effect of suspending the running of the
federal statute of limitations and for 1 additional year.
If the taxpayer fails to File a record of changes in federal
taxable income or an amended return as required by
15-30-304, the statute of limitations shall not apply until
5 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 adjnsted--gross

net taxable income stated in the return, the statute of
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limitations shall not apply for 2 addigional years from the
time specified in 15-30-145."

Section 21. Section 15~-30-162, MCA, 1is amended to
read:

"15-30~-162. Investment credit recapture. ti}-Fhere--is
atteowed--as—-g-credit-agatnst-the-tax-imposed-by~15-36-183-a
percentage-of-tha-ceedib-aliowed--with--reapect-——to-—csrtain
depreciabie—-property—-under--seetion--38--of--thae-—-Fnternal
Revenue-fode-of-13547-as-amended;-or-as-section-—-38--may--be
renumbered--or-amendedr-Howevery-rehabititation-coata-as-seat
forth-onder-sestion-464ay+23{P)-of-the-Interrat-Revenue-Eode
0f-1954;-or-as-section--46ta¥t2y{F}--may--be~-renumbered--or
amended;-—-ars-—not--to-be-incitvded-in-the-computation-of-the
investmenkt-creditr-Phe-cradit-is-atiowed--for-—-the--purchase
and--instattation--ef--certain-quatified-property-defined-by
section-38-of -the-Enternat-Revenne-8ode-of-19547-as-amended
tf-the-property-meetas-ati-of-the-—folltowing—-quatificationss

ta}--it-was-placed-in-service-in-Montana;-and

tbi--tt-was-used-for-the-production-of-Montana-adjusted
gross-incomes

£2}=--Fhe--amount-—oaf-the-credit-allowed-for-the-taxabie
year-is-5%-sf-che—amount-of-credit-determined-under—-section
46¢ayt2y-——cf—the-Inkternal-Revenue-Code-of-15547;-as—amended;
or—as-section-46¢taj{t2}-may-be-renumbered-or-amended~

£3)~-Notwithstanding-the-provisions-of-subsection--{2%7
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the--investment--ecredit-attowed-for-the-taxabie-year-may-not
execeed-the-taxpayeris-tax-tiabiitty—£for-the-taxable-year--or
$500;-whichever-is-tesss

t4j-—-If-—-property-~for--which--an—-inveatment-credit-is
ciaitmed~is-—used-both-inside-and-outaide-this-stace;-—anty--a
portion--of--the--credit--is--attowed:--FPhe--~credit--must-be
appoartioned-zecording-to-a-fraction—the-numerator-—-of--which
ta-—the-—number-of-days-during-the-taxable-year-the-property
was-iscated-in-Montana-and-the-denominator-of-which--ts--the
number-——-of--days--dering-the-taxabie-year-the-taxpayer-owned
the-propertys-Fhe-tnvestment-eredie-may-be-appiied--onty--ta
the-—tax-—tiabittity-of-the-taxpayer-who-purchases-and-piaces
in-service-the-property-for-which-an-—-investment-—-credit-—-ts
ctaimedr--Phe-—-credit--may-—-tiot-be-aticcated-between-spouses
uniess-the-preperty——is--used--by--a--partnership--or--smaii
business—--corporation---of---which--they--are--partners--or
sharehetderss

+5% The investment credit &ailewed--by--this—-section

taken by a taxpayer pursuant to this chapter is subject to

recapture as provided for in section 47 of the Internal
Revenue Code eof--19547;-as-amended;-or-as-section-47-may-be
renumbered-or-amended.”

Section 22. Section 15-30-303, MCA, 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 teo produce any of
them or evidence of anything contained in them in any action
or proceeding in any court, except 1in 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 wuntil the department orders them to be
destroyed.

{(5) Any offense against subsections (1) through (4) of
this secticn 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
cffender bhe an officer ar employee of the state, ke shall be
dismissed from office and be incapable of holding any public
office in this state for a period of 1 year thereafter.

{6) Notwithstanding the provisions of this section,
the department may permit the commissioner of internal

revenue of the United States or the proper officer of any

-50-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 1853/01

state imposing a tax upon the incomes of individuals or the
authorized representative of either such officer te inspect
the return of income of any individual cor 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 1investiga‘®ion 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 toc the proper
officer of this state charged with the administration of
this chapter.

(7} Further, notwithstanding any of the provisions of
this section, the department shall furnish=

tay-—-te--the--department-——af--justice-—nti--information
neceasary-to-—-tdentify -these -persons--qualifying--for--the
additisnal-exemptton-for-blindness-pursuant-~to-15-30-2312¢437
for——-the--purpese--of——enabling-the-department-of-Justice-teo
admintster-the-provisions-6£-61-5-185;-and

tb+ 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, 1s amended to
read:
"15-31-202, Election by small business corporation.

{1) A small business corporation may-etect that has made a

valid election under Subchapter S of Chapter 1 of the

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

imposed by this chapter.
t2}-~f€-—Aa-smati-business-corporation-makes-an-eitection
under-subsectron-tiy-thens
fay--with--respect—-to--the--taxable--—-years———-eof--—the
corporation--for--which—-such--etection--is-—-in-effact;-such
corporatisn-ts-not-subject-to——the--taxes--impesed--by-—this
ehapter--and;-—with--respect--te--such-taxabte-years-and-aiil
succeeding-taxable-yearsy—the-provistona-of-this-part--appty
to-such-corporations-and
tby--with-respeet-to-the-tarabie-years-sf-a-sharshotder
of-such-corporation-in-which-or-with-which-the-taxabie-years
ef-the-corporation—for-which-such-etection-is-in-effect-endy
the--pravisions--ef-this-part-appty-to-such-sharechoitder;-and
with-reapect--to--such--taxabie--years--and--atl--succeeding
taxabite--yearsy--the-~provisions--ef-this-part-appiy-to-such
sharehaiders
{3)--An-election-undar-subsection-{ti+-muat-be--made——in

accerdance—-with--ruies--prescribed--by—-the--department-——of
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(2) A small business corporaticn that has made a valig

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 corporaticn's first tax

return, the department shall notify the corporaticon 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 wupon a reguest 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 wunder Subchapter §

of Chapter 1 of the Internal

Revenue Code may elect to be subject to the taxes imposed

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

the department., The form must

have printed on it a

notification that making the election will subject income to

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

beginning on or after January 1,

1987, but before March 1,

1988, the election must he

filed by May 15, 1988.

Thereafter, the election must be

fiied by the 15th day of

the third month of the taxable

year for which the electicn
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is to become effective. The election may be revoked by

written notification to the department. Such revocation must

be Ffiled by the 15th day of the third month of the taxable

year for which the revocation is toc be effective.

(4) This etection section is not effective unless the
corporate net income or loss of such--eieceting the

nonelecting small business corporation is included in the

stockholders' adjusted-gross income as-defined-in-#5-38-331%.

{S5) Every electing nonelecting small business

corporation is required to pay the a minimum fee of 310
required by 15-31-~204.%

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

"15-31-204, Minimum fee of qualifying corporations
unaffected. Notwithstanding the provisions of 15-31-121
corporations eiecting-and qualifying under 15-31-202 shall
pay & minimum fee of $10."

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

"15-31-209. Termination and revocation, If the
election under the prdvisions of Subchapter 8 is either
terminated or revoked for federal purposes, the corporaticn
must notify the department within 30 days of such
termination or revocation. FThe-department-may--terminate—-an

etection--at--any--time-if-it-discovers—the-corporation-dees
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not-quatify-as-a-smatl-pusiness-corporation-as-provided——for
ender-the-provisions-of-Subchapter-S5-of-the-fnternal-Revenue

Code-~o£--19547 A corporation that does not have a valid

federal election for the entire taxable year is sgubject to

tax under this chapter."

Section 26. Section 15-32-402, MCA, 1is amended to
read:

"15-32-402. Commercial investment credit -—
wind-generated electricity. (1) An individual, corporation,

partnership, or small business corporation as defined in

$¥5~31-28% Subchapter 5 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 o£-1954;-as-pmended; 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 c¢redit only
against taxes due as a consequence of taxable or net income
produced by ane of the following:

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

(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 of-13547-as-amended;
and that are associated with the purchase, installation, or
upgrading of:

{a) generating equipment;

{b) safety devices and storage components;

{e) transmission lines necessary to connect with
existing transmission facilities; and

{d) transmission ;ines necessary to connect directly
to the purchaser of the electricity when no other
transmission facilities are available.

(3} Eligible costs under subsection (2) must be
reduced by the amount of any grants provided by the state or
federal government for the system."

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

"17-5-408. (Effective unless contingency occurs--see
compiler's comments) Percentage of income, corporation
license, and cigarette tax pledged. (1)} (a} The state
pledges and appropriates and directs to be credited as

received to the debt service account % 10% of all moneys
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except—~-pS---provided---in--15-33+-382y 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 1license and _income tax
referred--to as provided in 15-1-501, and such additional
amount of said taxes, if any, as may at any time be needed
to comply with the principal and interest and reserve
requirements stated in 17-5-405(4)7-provided-that.

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

subsection {l1)(a) of such tax collections shaii-be-deemed-to

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

(2) The state pledges and appropriates and directs to
be credited to the debt service account 79.75% of all money
received from the collection of the excise tax on cligarettes
which is levied, imposed, and assessed by 16-11-111, The
state alsoc pledges and appropriates and directs to be
credited as received to the debt service account all money
received from the collection of the taxes on other tobacco
products which are or may hereafter be levied, imposed, and
assessed by law for that purpose, including the tax levied,
imposed, and assessed by 16-11-202, Nothing herein shall

impair or otherwise affect the provisions and covenants
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contained in the resolutions authorizing the presently
outstanding 1long-range building program bonds. Subject to
the provisions of the preceding sentence, the pledge and
appropriation herein made shall be and remain at all times a
first and prior charge upon all money received from the
collection of all taxes referred to in this subsection {2).
(Revived July 1}, 1987--sec. 4, Ch. 704, L. 1985.)

17-5-408. (Effective on occurrence of contingency--see
compiler's comments} Percentage of income, corporation
license, and cigarette tax pledged. (1) {a] The state
pledges and appropriates and directs to be credited as
received to the debt service account %#% 10% of all moneyy
except-—-as---provided---in--15-31-7827 received from the
collection of the individual income tax and 1% of all

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

collection of the corporation license and income tax
referred--to as provided in 15-1-501, and such additional
amount of said taxes, if any, as may at any time be needed
te comply with the principal and interest and reserve
requirements stated in 17—5-405(4)7-pr0vi&ed-thabL

(b) =ne No more than %*% the percentages described in

subsection (l}{a) of such tax collections shait-be-deemed-te

may be pledged for the purpose of 17-5-403(2). The pledge
and appropriation herein made shall be and remain at all

times a first and prior charge upon all money received from
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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
atate also pledges and appropriates and directs to be
credited as received to the debt service account a'l money
received from the collection of the taxes on other tobacce
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 upen 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:

"19-31-105. 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 ia not:

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

any other process;
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(2) subject tc 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 contributiocns picked up by an
employer after June 30, 1985, as provided in 19-3-701; or

(3) assignable except as in this chapter specifically
pravided.”

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

"19-4-706. Exemption from taxatien taxes and legal
process. The pensicns, 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 15-30-111,

except for a refund paid under 19-4-603 of a member's
contributions picked up by an employer after June 30, 1985,
as provided in 19-4-602;

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

(3) unassignable except as specifically provided in
this chapter.”

Section 30. Section 19~5-704, MCA, is amended to read:

"19-5-704. Exemption from taxes and legal process. Any
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money received or to be paid as a member'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 whatscever and
shall be unassignable except as specifically provided in
19-5-705."

Sectieon 31. Section 19-6-705, MCR, is amended to read:

*19-6-705, Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is:

(1) exempt trom 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 230, 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."

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

"1§-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 195-7-304(1) of a member's contributions picked up by
an employer after June 30, 1985, as provided in 19—7—405:

(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:

"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
15-8-806."

Section 34. Section 19-9-1005, MCA, is amended to
read:

"19-9-1005. Exemption from taxes. Any money paid in

accordance with the provisions of this chapter is exempt
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from any state, county, or municipal tax to the extent

provided in_ 15-30-111, except a refund paid under 19-9-304

of a member's contributions picked up by an employer after
June 30, 1985, as prowvided in 19-9-601."

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

"19-13~1003. Exemption from taxes. Any money received
as a retirement allowance in accordance with the provisions
of this chapter is exempt from any state or municipal 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 gtate income tax paid as determined by the state
income tax return filed during the current year.

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

Section 37. Section 67-11-303, MCA, is amended to
read:

"6§7-11-303. Bonds and obligations. (1) An authority
may borrow money for any of its corporate purposes and issue
its bonds therefor, including refunding bonds, in such form
and upon such terms as it may determine, payable out of any
revenues of the authority, including revenues derived from:

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

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

(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 toc beccme due
in any year onr such bonds and on any then cutstanding 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 teo 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 bends
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 within---the--meaning--of

$5-36-11¢2¥5tay for purposes of tax exemption determinations
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under the Internal Revenue Code.

(5) Por 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 rescolution covenant that in the event that at any time
all revenues, including taxes, appropriated and collected
Eor such bonds are insufficient to pay principal or interest
then due, it will levy a general tax upon all of the taxable
property in the municipality for the payment of such
deficiency; and may further covenant that at any time a
deficiency is likely to occur within 1 year for the payment
of principal and interest due on such bonds, it will levy a

general tax upon all the taxable property in the
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municipality for the payment of such deficiency, and such
taxes are not subject to any limitation of rate or amount
applicable to other municipal taxes but are 1limited 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 wuntil the question of its approval has
been submitted to the qualified electors of the municipality
at a sgpecial election called for that purpose by the
governing body of the municipality and a majority of the
electors voting on the question have voted in favor thereof,
The notice and conduct of the election is governed, to the
extent applicable, as provided for municipal general
obligation bonds in Title 7, chapter 7, part 42, for an
election called by cities and towns, and as provided for
county general obligation bonds in Title 7, chapter 7, part
22, for an election called by counties. If a majority of the

electors voting thereon vote against approval of the
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resolution, the municipality has no authority to make the
covenant or to levy a tax for the payment of deficiencies
pursuant to this section, but such municipality or authority
may nevertheless issue bonds under this chapter payable
solely from the sources referred to in subsection (1)
above."

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

"20-9-316. Elementary school maximum budget schedule
for $985-B6 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 isclated school.

{2) For schools with an ANB of 10 pupils but less than
18 pupils, the maximum shall be $397959 $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 $32;714 $32,711
plus $834738 $834 per pupil on the basis of the average
number belonging over 14.

(4) PFor schocls with an ANB of 18 pupils and employing
one teacher, the maximum shall be $27;466 $27,463 plus
$834+38 5834 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 $43y85% $43,847
plus $522-46 $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 additicnal
pupil wuntil the total number (ANB)} shall bhave 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 within the
incorporated limits of a city or town shall be treated as
cne school for the purpose of this schedule.”

Section 19. Section 20-9-217, MCA, 1s amended to read:

"20-9~-317. High school maximum budget schedule for
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1585-86 1987-88. (1) For each high school having an ANB of
24 or fewer pupils, the maximum shall be $333;788 $113,696.

(2) PFor a secondary school having an ANB of more than
24 pupils, the maximum $47730 $4,737 shall be decreased at
the rate of $25.84 for each additional pupil until the AaNB
shall have reached a total of 40 such pupils,

(3) Fer 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 additicnal 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 $27342 $2,341 shall be decreased by
§2+38 $2.37 for each additional pupil until the ANB shall
have reached 300 pupils.

(6) For a school having an 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 604 pupils.

{7) Por a school having an ANB over 640 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 junicr high schools which have
been approved and accredited as Jjunior high schools,
operated within the incorporated limits of a city or town,
shall be treated as one school for the purpose of this
schedule."

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

“20-9-31B. Elementary school maximum budget schedule

for-1586-87-and-suceeeding-years for 1988-89 and succeeding

years. For 3386-87 1988-89 and succeeding school years, the
elementary school maximum budget schedule is as follows:

(1} For each elementary school having an ARNB of nine
or fewer pupilsy the maximum shall be $287358 $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 $287%58 $195,558 plus $842:58
$817.30 per pupil on the basis of the average number
belonging over nine.

(3) Por schools with an ANB of at least 14 pupils but
less than 18 pupils that qualify for instructional aide
funding under 20-9-322, the maximum shall be $337042 532,057
plus $842758 §$817.30 per pupil on the basis of the average
number belonging over 14.

{4) For achools with an ANB of 18 pupils and employing

one teacher, the maximum shall be $27774% $26,914 plus
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$842-50 §$817.30 per pupil on the basis of the average number
belenging 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 $447298 $42,9740
plus $527-60 $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 $}795%
$1,899 shall be decreased at the rate of $::-98 $1.84 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 $1y843 $1,788 shall be decreased at
the rate of $%+74 $1.6%9 for each additional pupil until the
ANB shall have reached 300 pupils.

{€) Por a school having an ANB of more than 300
pupils, the maximum shall not exceed $37496 $1,451 for each
pupil.

{7) The maximum per pupil for all! pupils (ANB) and for
all elementary schools shall be computed on the basis of the
amount allowed herein on account of the last eligible pupil

(ANB). All elementary schools operated within the
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incorporated limits of a city or town shall be treated as
one school for the purpose of this schedule.”
Section 41. Section 20-9-31%, MCA, is amended to read:
"20-9-319. High school maximum budget schedule for

+586~-87-and-succeeding--years for 1988-89 and succeeding

years. For 1386-87 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 $3+47845 5111,422.

{2) For a secondary schocl having an ANB of more than
24 pupils, the maximum $47785 $4,643 shall be decreased at
the rate of $26+38 $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 $47368 $4,237 shall be decreased at the rate
of $2673¥8 $25.32 for weach additional pupil until the ANB
shall have reached 100 pupils.

(4) For a school having an ANEP of more than 100
pupils, a maximum of $2;882 $2,718 shall be decreased at the
rate of $4-:37 $4.24 for each additional pupil until the ANB
shall have reached 200 pupils.

{5) For a school having an ANB of more than 200
pupils, the maximum of §$27365 $2,295 shall be decreased by
$2-48 $2.33 for each additicnal 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 92725 $2,062 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 $%7993 $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.”

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

"20-9-343. PDpefinition of and revenue for state
equalization aid. (1) As used in this title, the term "state
equalization aid" means those moneys depositeé in the state
special revenue fund as required in this section plus any
legislative appropriation of moneys from other scurces for
distribution to the public schools for the purpose of
egqualization of the foundation program.

{2) The legislative appropriation for state
equalization aid shall be made in a single sum for the

biennium. The superintendent of public instruction has
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authority to spend such appropriation, together with the
earmarked revenues provided in subsection ({3), as required
for foundation program purposes throughout the biennium.

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

{a} 25% 31.8% of all moneys received from the
collection ©F 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 c¢oal under chapter 35 of Title 15;

{d) 100% of the moneys received Erom 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;

(E) 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 speclal 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 0% of the tax liability, and the
amount S0 arrived at is the amount due the state.

NEW SECTION. Section 44. Repealer. Sectiong 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. Codificaticn 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

gsections 10, 13, and 43.
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NEW SECTION. Section 47. Extension of authority. Any
existing authority of the department cf revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 48. Coordination. If House Bill
No. 2 as it passes the House of Representatives is amended
in the Senate, this act is void.

NEW SECTION. Section 49. Effective date -
applicability. (1) This act, except section 45, is effective
on passage and approval.

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

(3) Unless otherwise specified or required by a
particular section of this act, sections 1 through 22, 27
through 37, and 44 apply retroactively, within the meaning
of 1-2-109, to tax years beginning after December 31, 1986.

{4) Sections 23 through 26 apply retroactively, within
the meaning of 1-2-109, to all small business corporations
that have made a valid election under Subchapter S of
Chapter 1 of the Internal Revenue Code on or before December
31, 1986, and for tax years ending after December 31, 1986.

(5} Section 43 applies to tax years beginning after
December 31, 1986, and ending before January 1, 19B89.

NEW SECTION. Section 50, Termination, Section 43
terminates December 31, 1989,

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

STATE OF MONTANA - FISCAL NOTE
Form BD-15

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:

i. 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:

Individual Income Tax

Fund Information:
State General Fund
School Equalization
Debt Service Fund
Windfall Reserve Fund

a

FY88 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
$208,088,000 $234,038,875 $25,950,875 $229,95901,000 $249,472,634 $19,481,634
$133,176,320 $128,935,625 ($ 4,240,695) $147,194,240 $137,918,073 (% 9,276,167)
52,022,000 70,449,362 18,427,362 57,497,750 75,357,298 17,859,548
22,889,680 22,153,888 ( = 735,792) 25,299,010 23,697,263 1,601,747)
0 12,500,000 12,500,000 0 12,500,000 12,500,000

DSYID L. HUNTER,/ BUD

GET DIRECTOR

Office of Budget and Program Planning

DATE 3 / 30// '8'7

Fiscal Note for HB904, as amended.

DATE

P, PRIMARY SPU@NSOR

HB P04



Fiscal Note Reqyest, HBQOA, as amended.

- Form BD-15

Page 2

Expenditures:
Maximum General Fund
Budget Without A Vote $285,435,283

Funding of Expenditures:

State, County, Dlstrlct ,
Revenue $232,792,451

General Fund:Support 52,642,792

Net Impact To The
General Fund -

$285,435,283 $ 0 $286,184,919 $286,184,919 $ 0

$251,219,853 $ 18,427,362 $242,729,130 $260,588,678 § 17,859,548
34,215,430 ( 18,427,362) 43,455,789 25,596,241 ( 17,859,548)

25,950,875 -- -- 16,481,634 -

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED. LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION:

Section 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.
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RE-REFFERED AND

APPROVED BY COMMLTTEE
ON APPROPRIATIONS

AS AMENDED
HOUSE BILL NO. 904
INTRODUCED BY HARP, DONALDSCN, MILLER, WINSLOW, SPAETH,
HARPER, KADAS, KEENAN, REAM, NEUMAN, BRANDEWIE, LORY
A BILL FOR AN ACT ERTITLED: “AN ACT TO REVISE THE MONTANA
INDIVIDUAL INCOGME TAX SYSTEM, TO INCREASE THE CONTRIBUTION
TO STATE EQUALIZATION, AND TQ 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,
16-1-501, 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, 15-31-20%, 15-32-402, 17-5-408,
19-3-10%, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 19-8-8405,
19-9-1005, 19-13-1003, 28-9-3i6-through 20-9-318, 20-9-319,
20-9-343, 53-2-101, ARD 67-11-303, MCA; REPEALING SECTIONS
15-30-112 THROUGHE 15-30-117, 15-30-121 THROUGH 15-30-123,
15-30-125, 15-30-126, 15-30-156, 1%-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:

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

95-514, as amended.

t2¥(3) "Peace officer” means any person described in
46-1-201(8).

+3¥(4) "Vessel", when used in reference to shipping,
includes ships of all kinds, steamboats and steamships,
canal boats, and every structure adapted to be npavigated
from place to place."

Section 2. Section 7-14-1133, MCA, is amended to read;

"7-14-1133. Bonds and o¢bligations. (1) An authority
may borrow money for any of its corporate purposes and issue
bonds therefor, including refunding bonds, in such form and
upon such terms as it determines, payable out of any

revenues of the authority, including revenues derived Erom:

-2- HB 904
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(a) any port or transportation and storage facility;

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

{¢) grants or contributions from the federal
government; or

(d} other sources.

(2} The bonds may be issued by resclution 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 cutstanding bonds for
which revenues from the same source aze pledged exceeds the
amount of such revenues to be received in that vyear, as
estimated in the resolution authorizing the issuance of the
bonds. The authority shall take all action necessary and
possibie 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 scld 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., ar
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-the

meaning-of-15-30-111{2}tat for purposes of tax exemption

determinations under the Interpal Revenue Code.

{5) For the security of any such bonds, the authority,
county, ©r 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 c¢osts 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 provisicns of 7-34-2411 through
7-34-2418 are declared to be issued for an essential public
and governmental purpose by a political subdivision within

the-meantng-of-15-38-1iit2yta) for purposes of tax exemption

determinations under the Internal Revenue Code.™
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Section 4. Section 15-1-101, MCR, is amended to read:

"15~1-101, PDefinitions. (1) Except as otherwise
specifically provided, when terms menticned 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 wvalue of
property as defined in 15-8-111.

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

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

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

{A) agricultural lands:

{B) timberlands;
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(C) single-family residences andé 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 15-6-115;

(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 cf econcmic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

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

{g) The term "improvements" includes all buildings,
structures, fences, and improvements situated upan, ervected
upon, or affixed to land. When the department of revenue or
its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrailer 1i1s presumed to be an improvement to
real property. A mobile home or housetrailer may be

determined to be permanently located only when it is

attached to a foundation which cannot feasibly be relocated

-6- HB 904
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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, and redesignated as

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

Law 99-514, as amended,

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

€%¥(31) The term "livestock" means cattle, sheep,
swine, qeats, horses, mules, and asses.

t3¥(k} The term “meobile home" means forms of housing
known as “trailers", "housetrailers“, or "trailer coaches®
exceeding 8 feet in width or 4% 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.

tk¥({l) The term “personal property” includes
everything that is the subject of ownership but that is not
included within the meaning of the terms "real estate" and

"improvements",
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tt¥(m) The term “poultry" includes all chickens,
turkeys, geese, ducks, and ather birds raised in
domestication to produce food or feathers.

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

tny(c)}) The term “"real estate" includes:

(i} the possession of, c¢laim 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 teo individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

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

(2) The phrase "municipal corporation”™ or
"municipality” or "taxing unit® shall be deemed to include a
county, city, incorporated town, township, school district,

irrigation district, drainage distriet, or any person,
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persons, or organized body autherized 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 vyear must be
transferred to the general fund and included in the ending
general fund balance.

Section 6. Section 15-1-501, MCA, is amended toc read:

*15-1-501. Digposition 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 Erom the collection of:
driver's

{a) fees from 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) 1liquor license taxes under Title 16:

{e) telephone [company] license taxes under chapter
53; and

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

(2) Seventy-five-percent-of-aiil-moneys--vecesved-—-frem
the---cotiection--of--income--taxes—-under--chapter—-36--and
¢orporation-license--and--income--taxes--under--chapter—-—-3%7
except-——as--provided-in-15-33-702; -shall-be-deposited-in-the
generai‘fund—subject*to—bhe-préor—piedge——and——appropriation
of-~such--income-tax-and-corporation-ticense-tax—collestions
for-the-payment-of-tsng-range-building--program- -bonds; - Pha
remaining--25%k--0f ——the—-preceeds-cf-the-corparatien-ticensa
taxy--excituding--that--allscated--to--the---counties---—gnder
is—ai—?BQT——corporation——éncome—taxywand-income—tax—shaiivbe
deposited-teo-the-ecredit-of-the-state-—-speciat--revenne——fund

for-state-equaltization-atd-to-the-publie-schoolas-of Mantana-

All mcneys received from the collection of income taxes

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

shall be deposited as follows:

(a) ©58.2% to the credit of the astate 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

fc} 31.8% to the credit of the state special revenue

fund for state equalization aid to the public schools of

Montana as described in 20-9-343.

{3} All moneys received from the collection of

corporation license and income taxes under chapter 31 of

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

deposited as Follows:

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

{b) 1l% to the credit of the debt service account for

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

and

f{e) 25% to the credit of the state special revenue

fund for state equalization aid to the public schools of

Mcontana as described in 20-9-343,

13¥{4) The =state treasurer shall also deposit to the
credit of the state general fund all moneys received by him
from the collection of license taxes, fees, and all net
revenues and receipts from all other socurces under the

operation of the Montana Alcoholic Beverage Code.
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t4¥(5) Thirty-three and one-third percent of the total
collections of the oil severance tax under chapter 36 shall
be deposited intc the local government block grant account
within the state special revenue fund. After the
distribution provided for in 15-36-112, the remainder of the
0il severance tax collections shall be deposited in the
general fund.”

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

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

{l) "Base year structure" means the feitowing-ctements
of-the-income-tax-structuresr

tay¥--the tax brackets established in 15-30-103, but
unadjusted by subsection 2} (3) of 15-30-103, in effect on
June 30 of the taxable years

tbi——-the-——exemptions---contained-—-in--15-30-¥#27--but
unadiusted-by-subsections——¢3¥--and--¢B8)--0f--15-30-1¥27--%n
effect-on-Fune-30-o0f-the-taxablie-years

tey--the-—-—-maximum——-standard---deduction--provided--in
15-38-1227-bot-unadjusted-by-snbsection—{23-0£-15-36-1227-¢n
effect-on-June-36-of-the-taxabie-year.

{2} "Consumer price'index" means the consumer price
index, United States city average, for all items, using the

1967 base of 100 as published by the bureau of labor
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statistics of the U.S. department of labor.

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

{4) "Divideng" means any distribution made by a
corporation out of its earnings or profits to its
shareholders or members, whether in c¢ash or 1in other
property or in stock of the corporation, cother than stack
dividends as herein defined. "“Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

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

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

{7) "Gross income" means the taxpayer's gross income
for federal income tax purposes as defined in section 61 of
the Internal Revenue Code ef-1954-or-as-that-section-may-be
iabeled--osr--amended;—-mxclnding--uenempioyment--compensation
inetnded—-in-—federai--grosa-—income—under-the-provisions-of
section-85-of-the-Internai-Revenne-€ode-of-1954-as--amended.

(8) "Inflation factor” means a number determined for
each taxable year by dividing the consumer price index for

June of the taxable vyear by the consumer price index for
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Juner-1984 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, premiunms, 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--adjusted--grass
éncome—-of—-a——taxpayer—-ieaahthe—deductions—a}}owed-by—this

chapter is the federal taxable income of a taxpayer,

including interest received from obligations of another

state cr political subdivision thereof, less the adjustments

specified in 15-30-111.

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

established a residence in this gstate during the taxable

year.
t¥2+(13) "Paid", ftor the purposes of the deductions and

credits under this chapter, means paid or accrued or paid or
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ineurred, and the terms "paid or incurred" and "paid or
accrued" shall be construed according teo 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 thig state and another state during the

taxpayer's taxable year.

+¥33{13) “"Purposely” is aa defined in 45-2-101.

€343(16) “"Received", for the purpese 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.

t25¥(17) "Resident” applies only to natural persons and

includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any person domiciled in the state of
Montana and any other person who maintains a permanent place
of ahode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

£36y-8Faxabie-income-means-the-adiusred-—groasa--income
of——a--taxpayer--ieas-the-deductions—and-exemptions-provided
for-in-this-chapters

t¥#}(18) "Taxable year" means the taxpayer's taxable
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year for federal income tax purposes.,

t3¥8¥(19) "Taxpayer" includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

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

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

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

brackets of net taxable income, as adjusted under subsection
+2% (3}, at the following rates:
tay--on-—-the-first-51;000-0f-caxable-inceme-or-any-part
thereofs-2%;
tb}--on-the-next-$17600-of -taxabie-income-or--any--part
theresfr-3%+
tet——on-—che--—next-52;600-0f-caxabie—income-or-any-part
therecfy—4%;
td3--on-the-next-527808-of-taxablte-income-or--any—-part
thermnf,; -5&:
tej—-on--the--next-52,000-of-taxabie-income-or-any-part
thersonf; 64
{£y--on-the—next-527000-of-tarable-income-osr--any--part

thereaf;—F%;

-16- HB 904



11
12
13
143
15
16
17
is
19
29
21
22
23
24

25

HB 0904/02

tgy——en——the--next-54;004-0f-raxabie-inceme-cr-any-part
thereocf;-8%;

thi-—on-the-next-567600-of-taxable-income-or--any--part
theresfy-9k;

ft¥—~on-——the-next-515;808-cf-vaxable-income-cr-any-part
thereaf;-18%+

t4)¥--on-any-taxable-income-in-excess-of-535;000-or--any
part-thereofy—1i%s

(a) S0 to $4,500 of net taxable income, 4% of net

taxable income;

{P) over $4,500 to $12,000 of net taxable income, 5180

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 filing a

return using the married filing separate status a tax on the

following brackets of net taxable income, as adjusted under

subsection {3), at the following rates:

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

taxable income;

(b) over 52,250 to $6,000 of net taxable income, 530

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

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

t2¥(3) By November 1 of each year, the department
shall multiply the bracket amount contained in subsection

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

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

imposition of the tax in subsectien 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 Ffrom every business,
trade, profession, or occupation carried on in this state.

(2) Pursuant to the provisions of Article 1III, 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 raxable vyear does not exceed $100,000 may elect to pay

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

-18- HB 904



[+4]

o ®

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HE 0904/02

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

and--fsection-18}. 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-SBEPIEN<--Section-10:--Mentana—-atternative—-mimimam
taxr—-fii-a—minimum—tax—:ha}i-be—ievied7—coiiectedr-and—paid
for—sach-taxabte-year-commencing-on-osr--nafter—-pPecember——3i;
i9867——uponv-bhe——income——of—-every——taxpayer—subject—te—ehe
provistens-of-this-chapters
t2y--A-person-whe-is-a-resident-of-Montana-shati-fite-n
Montana-aiternative-minimam-tax-return—if-hes
tar--is--required--by--section--55---pf---the-—Enternal
Revenue-—-fodey~---te--pay--~-a-——federai--atternative--minimum
taxs-or
thi--has-received-intereat-fram-obiigations-of——mnother
state--or-potiticat-subdivision-theresf-that-are-—exempe-frem
taxation-pursuant-to-section-183taj-of-the-Iinternal-—Ravenue
Sode-and-the-amount-of-interest-exceeds:
ti}--$407000;-té-married-Fiting—jointlys
t£%£4-93070005-if-single-or-head-ef-househatds
fiii+~$2979997—ié—married—fiiing—separateiy:
t3y--A--person--who--is——a--nenresident--or—-who--is——a

part-year—-resident--ef--Montana--shali--—fiie---a——-Mentana
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atternative--minimum--tax—-return-—-if-he-has-ene-sr-more—tax
preference-items-as-defined-in-sectitons-55-through-59-ocf-the
Internal-—Revenue--Code--that—-are-—attributable--to--income
derived--from-scurces-in-this-state-and-that-income-exceeds:
t&a)-——$4676887-tf-married-Ffiting-Jointiys
tby--53678087-1f-singlte-or-head-sf-heunashald;
tey--52070887-+f-married-fiting-separatetys
t4)-—Por-a-resident;-the—taxpayeris-fedearat-atternative
minimum-taxabte-incomes-tess-the-applicable-exemption-amount
provided-for-in-section-55-of--the--internat--Revenue—-Code,
must--ba--increased--by-the-amount-af-interest-received-£frem
obitgattons--of-~another--state-—-or--potiticat---subdivision
thereof;-which-sum-ahatl-be-reduced-by-the-£foitowings
tay--atri--intereat--received--From--cbligationa--af-the
Hnited-States-governments;
tby-—-alti-ratirecad-retireament-benafits;-and
tcy--att-income-earned--by--an--enroltied--member--of--a
federatty--recognized--indran-tribe-white-tiving-and-working
on-a-federatiy-established-indian-reservarions
t33--tay-Por-a-nonreaident-or-part-year--resident;——the
taxpayerls——£federal-atternative-minimum-taxablie-inceme;-iess
the-applicable—exemption-amount-previded-for-in--section--55
o0f--the-¥nternal-Revenune-Eodey-must-be-prorated-te—determine
his-Montana-atternative-minimam-taxabie-incomer-Fhe-prorated

income--rs--mrrived--at--by--dividing~-the--Mentana--—-income
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determined--pursuant--to--15-39-133--ar--ftaection-13i-by-the
federai--adinsted--gross---income——-and---muitipiying---this
percentage——by-—the—-taxpeyerta--federat-atternative-miniman
taxabie-ineomes
tby~-Fhe-—taxpayeris---prorated---Montana---alternative
minimum--taxabie—-—income--is--ehen—-adjusted-~to-inetude-the
interest-received-£from-abligatiens-of--another——state--or—-a
potiticat--subdiviston-thereof;-if-the-interest-rs-nsed-in-a
trades-eccupation;-or-business-carried-on-rn-this-states
tey--Phe--taxpayerts-—-prorated---Montans-——-alternative
minimum-taxabie-income-must-then-be-reduced-by=:
tit--att--interest--receitved--from--obttgations--of-the
United-Staces-government;
tity-ati-railiroad-retirement-bencfits;-and
titty-aii-income-earned-by--an--enroiied--member-—of-—a
federatiy--recognized--indian—tribe-white-tiving-and-working
on-a-federatiy-estabiished-indian-ressrvations
tdy--Por---residents;-——nonresidents;—--and-—-part-year
restdentsr;——-a——-tax-—-rate--—of--5%--shaii--be--applied——te
the--Mentanra--aiternative—-minimum---caxabte- --incomes—---Fhe
taxpayer---shatt¥---pay-the--greater--amount-sf-+tha--Montana
atternative--mintmam-—-tax---or-—-the-——tax —-provided-——for
tns
t1¥--15-38- ;-1 f-a-residents

t++34-35-38-131;-tf-a-nenrestdent;-eor
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tiiiy-faection-1335-if-a-part-vear-resident-

téy-—-Bach--taxpayer--shall--furniah--with——his——Mantana
alternntive—-minimum-—tax——return~-a——copy——o£——his——Eederai
alternAative-minsmum—tax-returns

Section 10. Section 15-30-111, MCA, is amended to
read;

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

for residents shall be the taxpayer's federal income--tax
adjnsted--gross taxable income as defined in seection-62-of
the Internal Revenue Code af—1954—cr—as-that-sectéon-may-—be
tabeied--or--amended and in addition shall include the
following:

(a) all interest received on obligations of another
state orffterritory——ar—-county7—mnnicipaiity;Adistrictr or
other political subdivision therecof;

(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

te}--that-—portion--of--a--shareholderis——inceme--nnder
subehapter-~5v--0f-Ehapter-1-af-the-Iinternat-Revenne-Coda—nf
}954~that*hus—beeh—reduccé-by-uny-federai*taxea—pa{d—by——the
subchapter-Sr-corporation-en-the - income.

(2) MNotwithstanding the provisions of the federat

Internal Revenue Code of*—1954-—as-*kabeiedm—cr~-nmendedr
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adjusted--gress, Montana net taxable income daoes not include

the following, which are exempt from taxation under this
chapter:

(a) all interest income from obligations of the United
States government7———the—--state~~-oE—~~Hontan31--—county7
muni:ipniityy--&istrictt——or——ather——poiiticai——-subdévision
thereaf;

tb)-—taterest--income--earned--by--a-taxpayer-age-65-or
oider-in-a-taxabre-year-up--to--and--inetuding--5000--far—-a
taxpayer--€iling-a-separate-return-and-517600-far-each-Joint
returny

tet--ait-benefits-received-under-the-FPederai-Empioyeast
Retirement-Act-not-in-exceas-of-53;600+

td)y--ati-bBenefits;-not-in-axcess-of-5358; ~recatvad——as
an--annuity;--pensienry--sr—-endowment--under--any-private-or
corporate-retirement-pian-or-systems

fe}--ati-benefits-paid-under-the--teachersi-——rptirement
taw-which-are-specified-as-exempt-from-taxation-by-19-4-706;

tfy--ati--benefits--paid--under~-Fhe--Pubiic-Employeest
Retirement-System-Aet-which-are--spacified--as--exempt--£rom
caxation-by-19-3-165+

tgy-—ati---benefits——-paid--under--the--highway -patrel
cetirement-law-which-&re-specified-as-exempt--from--taxation
by-19-6-7057

fh?——ali~ﬂontana—inceme—tax—refunds-ar~credits—thereoET
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té3--ati-—benefits-paid-under-19-131-60627-19-31-6847-and
$9-31-685--to--retired--and--disabled-—firefighters;——-thetr
surviving-spousss-and-erphanss;
t3¥--ati--benefitas--patd--under--the--municipai--police
officerst-retiremant-system-that—-are--specified--as--exempt
from-taxation-by-19-9-18855
tky-—gain--reguired--to-—-be-recognired-by-a-iiquidating
corporation-under-15-31-13¥3{2}tajtiids
tiy--att--tips--covered--by-—section--3482¢tky-—-of---rhe
Internat--Reavenus-Cede-of-3i9547-as-amended-and-appiicable—on
Fanuary-17;-1983;-recexved-by-persons-for--services--rendered
by--them--to--patrons--of-premises—lticensed-to-provide-food;
beverage;-or-todgings
tmy--att---benefits———receitved--—-under---the--—-workerst
ceompensation—taws;-and
tny--att-~heaith-insurance-premtums-paid-by-an-empitoyer
for-an-empioyes-itf-attributed--as--income--to--the--emproyee
under—fedarat-laws
t3}-—En-the-case-cf-a-shareholder-of-a-corparation-with
respect-—to-whieh-the-etection-provided-for-under-anbchapter
Sx-of-the-Internal-Revenue-Sode-o0f-19547;-as-amendeds——ita——-in
effect--but--with-respect-to-which-the-etection-provided-for
under-15-331-202; -as-amended;——¢s—-nor-—in-~effect;-—-adjusted
gross-—inceme-does-—not-inciude-any-part—of-the-cerporationis

undistributed-taxabie-income;-net--operating-losa;--capitat
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gains--or--other--gains;—-profits;—-or-losses-regquired-teo-be
inctuded-in-the-sharehotderia-federal--income—-tax--adjusted
gross-incame-by-reason-of-the-said-etection-under-subchapter
St——Howevery-—the--sharehoiderts-adjusted-gress—income-shai}
inctude-actuar-distribetions—from--~the--corporation--te—-the
extent——they--wounld-—-be--treated-as-eaxable-dividendas—-tf-ihe
sabehapter-Sc-electton-were not-in-effeces
t4y--A-sharchotder-of-a-BiSe-that-i9--exempe--from--the
ecorporatien--ticense-cax-under-+5-31-302¢13{t}-shatt-inciude
in-his-adjusted-gross-income-the-earnings-and-prefita-of che
BISE-in-the-seme-manner—as-provided-by-federai-taw--{section
3957 --internat--Revenue--fodei-for-atri-perioads-for-which-the
piSe-etrection-is-effeckiver
t5)-~-A-texpayer-whor-in--determining-—federai--—adjuszted
gross--incomer;—-has--reduced--his—-business-dednetions-by-an
emount-£for-wagea-and-satartes-far-vhich-a-federat-tax-credit
was-eltected-under-section-448-cf-the-internal--Revenua-—-Eode
of—-1954--or-—-as-—that--section-may-be-tabeird-or-amended-ia
aitowed-to-deduct-the-amount-cf-snch-wages-and-satraries-paid
regardtess-of-the-credrt-taken:-Fhe-deduetion-must--be--made
in--the-year-the-wagea-and-sataries-wers-used-to-compute-the
ereditv-in-the-case--cf--a--partnership--or--smatt--busineas
cerporationy-—the--deduction——must—-be-made-to-determine-the
amonnt-of-—ineome—-or--1os8s--ef-~-the--parcneraship--or--smat

business-=orperattons
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t6)-—Married--taxpayers--fiting-—a-joint-fedearat-retnrn
whe-must-inctude-pare-of-their-soctat-security--benefits--ar
part-of-their-tier-i-railroad-retirement-benefita—in-federai
adjusted--gress--income—-—may--spiit-the-federat-base-nsed-in
caieuiation-of—Eedera}—taxnbie-seeiai—security——benefits—-or
federal-—taxable--titer--i--ratiroad-retirament-benafita-whean
they-filte-separate-Montana-income-tax-returns---Fhe--federal
base-must-be-apiit-equaiiy-cn-the-Montana-returns

f?)**A——‘taxpayer—--reeeiving———retirement———diaabi}ity
benefits-who-has-not-attained-age--65——by--the--end--of-——che
baxab}e——yenr-ana—who—has—recired—as—permanentiy—and—baba}}y
disabied -may-exciude-from-adjusted-greoss-income-up--to--5168
per—~week—received—asfwages—or—pnyments~in‘iieu-ofmwugesffer
a-period-during-which-the-empioyee-is-absant-fram--wark--due
to—theAdisabiiibyr——if—thc—ndjusted—grcss-inccmeAbeEoreﬁbhis
exctusion--and-—before-appiication-of-the-two—esarner-married
coupie-deduction-exceeds-$15;8887-~the--excess—-reduces——the
excinsion—-by--an--equat-amount: Phis-timitation-affecta-the
amount-of-excinstony-but-not-the-raxpayeris-eligibitity--feor
the—exciuaion:fAifAeiigibiei*married—individuais-shaiiunppiy
the--exciuston--separatetys--but--the--limitation-for-inceme
exceedingf$i57966-is-determined—with—fespect—to—bhe-—spauses
on——their—combined-adjuated—qross-income:—?or-the—purpose-of
thisfsubsecttun;**permanentiy"—and——tata}}y~—disabicd—fmeuns

unub}e——ta—*engaqeffin-wany-~snbstantiai*gainfui—actiwity—by

-26- HB 504



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

25

HB 0904/02

reasen--ef--any--medicatly--determined--phystcat——or--mentat
impairment-—itasting--or-expected-to-itaat-at-teast-1iZ-months<

{b) all railroad retirement benefits;

{c) all benefits, not in excess of $3,600, received as

an_annuity, pension, cr endowment under any public, private,

or corpeorate retirement plan or system cther than a railroad

retirement plan;

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

federally recognized Indian tribe while living and working

on a federally established Indian reservation.

{3) & taxpaver who elects tao itemize his deductions
"

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

is required to pay additicnal federal tax due in 1987 for

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

from his Montana net income."”

Section 11. Section 15-30-131, MCA, is amended to

read:
"15-30-131. Ronresident----and---~temporary---resident
taxpayers----andjusted-gross-income-—--deductions Montana net

taxable income for norresidents. (1) #n--the--case—-of--a

taxpayer--other--than-—a-resident-of-thts-state; Montana net

taxable income for nonresidents is derived from adjusted

gross income from sScurces within and without the state,

determined as follows:

{2) Montana adjusted gress income includes the entire
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amount of federal adjusted gross income from sources within
this state, but shai} dces not include income Erom
annulties, interest on bank deposits, interest on bonds,
notes, or cther interest-bearing obligations, or dividends
on stock of corporations except to the extent to which the
same akati-be are a part of income from any business, trade,
profession, or occupation carcried on in this state.
Interest income from installment sales of real or tangible
commercial or business property located in Montana must be
included in adjusted gross income. Adjusted-grosa-income
from--senrees--within--and--withont——this--atate--shatt---be
aiiccated--and--apportioned--under--rules--preacribed-by-the
departments
t2¥-——in-the-case-of-a-taxpayer-other-than-a-resident-of
this-state-whe-its-a-reatdent--of-a-—stace-that-impoaea--a—-tax
on-the-itmecome-of-naturat-persons—restding-within-that-statesy
the---dednetiona-——-atlowed---itn-—-computing-—net--income-——are
reatricted-to-those-directiy-connected-with-—the--production
ef-Mentana-incomes
t+3y--In-the-case-of-a-taxpayer-other-than-a-resident-of
this-state-who-is-a-reatdent-of-a-state-that-does—not-impose
a——tax-en-the-income—of-nacturat-persens-residing-within-that
state;-the-deductions-atiowed-in-computing--net——income--are
restricted--to-the-greater-of-those-directiy-relating-to-the

prednetion-ef-Montana-ineome-or-a-prorated-amount—-ef--theose
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atlawed-—-under---35-38-12%t=---Por---the--purposes--of--this
subsectiony-dednetions—atiowed—under-15-38-12i-appiy-onty-to
earned-income-and-muat-be-prorated-acearding-—te--the--ratio
that——the——taxpnyer*:——Mentana——earned——income-—beara-ta—his
federal-earned-incomes

t4y--A--temperary--resident—-shaii--be--atiowed---those
deductions-and-the-credit—under-15-32-1§9-attowed-a-resident
to--the--axeant—that-such-deductions-sr-credit-were-actunily
incurred-sr-expended-in-the--atate——of--Montana--during--the
esurse-nf-his-residency~

f5f——Pcr~—the—pnrpaaes~o£—thi:-se:tionTA“earnedvinccme“
ahatl-be-defined-as—the-same-term-is-defined-in--section-—43
of--the——internal--Revenue--Sede;-—or--as--that--section-may
subsequentiy-be-amendeds

{6)}--Notwithstanding-the-provistens-of-subsectiona--12}
and--{33y7--any-contributien-made-after-Pecember-317-13827-to
the-state-of-Montana—-—or--a--politicai--subdivision--thereof
apalti--ba-—an--allawabie--deduction-in-computing-net-incomes
The-deductian—iSvsubﬂcct-to—thevv}imitatinhs~Asatf~ferth~7in
section—}?B—cf~the~£nterna}-Revenue—Eode—cf—}9547—ns-iabcied
or-amendeds

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

nonresident may deduct from his Montana adjusted gross

income only the following items:

{iy_ a prorated part of the federal exemption provided
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for in gection 151 of the Internal Revenue Code;

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

allowed home mortgage interest;

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

allowed medical expenses:

{iv) all sums donated to:

{A) an organization gualified under section 501(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 inccme earned by an enrolled member of a

federally recognized Indian tribe while living and working

on a federally established Indian reservation:

{(viii) interest and taxes on Montana property used for

the production of Montana income.

{(c) The prorated part referred to in subsections

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

the ratio of Montana adjusted gross income to federal

adiusted qross income by the federally allowed deductions

specified in subsectiocns (1;(b)(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#¥(2) For purposes of this section, "installment
sales" means sales in which the buyer agrees to pay the
seller in one or more deferred installments.

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

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

NEW SECTION. Section 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 fcllows:

{a) Montana adjusted g¢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;

{i1ii) 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 1s subject to the rates provided in 15-30-103.

Section 13. Section 15-130-132, MCA, is amended to
read:

*15-30-132. Change from--—nenresident--te--resident-or

vice-verama of residency status. ¥f-a-—-taxpayer-—changea-—-his

status--from-that-sf-reaitdent—to-that-of-nanresident-or-from
that-of-nenreaident-to-that-of-resident-during-—-the--taxabie
yeary——he—-ahatt-—~frie-a-return-covering~the-fraction-af-che

year—during-which-he-was-a-reaident-—FThe-exemptions-provided
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tn-35-36-112-shati-be-prorated--en--the--ratio--the--Mentana
adjusted--gross-—income--bears--to--federat-—adjusted--graas
imeomes 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--fractional
basia., If he obtains employment ocutside the state without
abandoning his Montana residence, then income from such
employment is taxable in Montana."

Section 14. Section 1%-30-135, MCA, 1is amended to
read:

"15-30-135. Tax on beneficiaries or fiduciaries of
estates oOr 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-be are held for educational, charitable, or
religious purposes, which tax shall be levied, collected,
and paid annually with respect to the income of estates or
of any kind of property held in trust, including:

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

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

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

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

(2) The fiduciary shall be responsible for making the
return of income for the estate or trust for which he acts,
whether the fiduciary or the beneficiaries are taxable with
reference to the income of such estate or trust, In cases
under subsections (a) and (4) o©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} 1In 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 toc the Montana net
income of the estate or trust and shall be paid by the
fiduciary. 1If the taxpayer's net income for the taxable
year of the estate or trust is computed upon the basis of a
period ditferent from that upon the basis of which the net
income of the estate or trust jis 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
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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 te 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 ¢f the income of a trust other than
a3 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 1irrevocably payable
for the purposes and in the manner specified relating to the
so-called “charitable contribution” deduction) or to the
payment of premiums upon policies of 1life insurance under
which the grantor 1is the beneficiary, such part of the

income of the trust shall be included in computing the net
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income of the grantor.”

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

"15-30-136. Computation of income of estates or trusts
-—-—exemption. ti}--Execept——as—-otherwise--provided--in--thias
ehaptery--Ltgross--tneomel-—-of-—estates—-or--trusts-meansa-aii
itncome-from-whatever-asnree—derived--in-—the--tazable—-years;
itneinding-but-not-trimited-teo-the-£folltewing-stema:s

tay--dividends,

tb}--interest--received--or-acerued;-inciuding-interest
recetved-on-ebiigations—of-another-state-or-~territory--—or--a
ecountyr-——Munteipatrteyr---district;---or---ether---potiticai
subdiviston-thereof;--but--axciuding--interest--income--£from
ebltgattons-ofs

ti}-—the--Bnitted--States——government-—gr——tha-—atate-of
Montanas

tity-a—-schoot-district;-or

titity-a-—countyr--munteipatreyr——distriet;-——-ar-~-other
petiticat-subdivisten-of-the-stater

te}-—income-from-partnerships-and-other-fiductaries;

td}-—gress-rents-and-royattiear

ter--gain—-froem-sate-or-exchange-of-propartyr-inctuding
those-gains-that-are-exciuded-£from-gross—income-for--federal
fiductary--income--tax —purposes—-by--saction--6é4t{ci-of-the

Internat-Revenue—-Eode-o£-195457-as-amended;
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tfy--gross-profit-from-trade-or-business:-anéd
tgy--refunds-recovered-on-federat-income--taxy-~to-—the
extent—-the-deduction-ef-such-tax-resnited-in-a-reduction-of
Montana-inesme-tax-tiabitieyr
t2y~-in-computing-net--income;--there-—-are--attowed--na
deductionss
ta¥--interest-—-expenses—-deductible--for-—federat--tax
parposes-aceording-to-sectton-163-of--the--Internai——Revenue
€ode-0f-15547-as-amendeds
thy--eaxes—-paid--er--accrued--within-the-taxablie-yeary
tneinding——but--not--timited--to--federat—--income--taxr~-but
exciuding-Montana-tncome-taxs
fte}3--that-——fiduetaryls--—-portion-—of--deprecitarion--or
deptetion-which--is--deductiblte--for--federat--tax--purposes
according--to-—-sections--1677- -6t 7--and-642-of-the-Internat
Revenune-Eode-6f-1954;-as-amendeds
+dy--charitabte-contributions-that-are—-deductible-——far
fadaral--tax-—-purposes--according--te--section-642tcy-of-the
Internal-Revenue-eode-of-19547-as-amendeds
tey--administracive-expenses-claimed-for-federat-itnceme
tax-pnrposesy-according-to-sections-2i2-and--642{g}-—cf--the
Internat--Revenue-2ode-o£-1954r-as-amendeds-1£f-such-expenses
were-nok-cinimed-as-a--dedonetion--in-—the--determination—-af
Montana-inherttanee-cax;

tEy-——1osses--from--five;-—atormy--shipwrecky--sr—-other
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casuatty-or-from-thefetr;-to-the-extent-noe-compensated-for-by
insurance-or-otherwise;—that-are-deductibie-for-£federat--tax
purposes--according-—-te--sectien-t65-af-the-Internat-Revenue
Sode-6£-19547-as-amendedr
t9t-—net-operating-toss-deductions-attowed-for--federnt
income-tax-under-section-642td}-cf-the-Intarnal-Revenue-Eode
of--19547-—as——amended;——except-estates-may-not-ctaim-toases
that-are-deductibte-on-the-decedentla-Ffinat-returns
thy--ati--benefits--received--an---federai---empioyees’
retirement-not-in-exeess-of-$3;600;
t#y-—ati--benefita--patd--under- -the--Montana-eeacherst
retirement—:y:tem—that—are’specified-as—exempt—Erom—taxation
by-:9-4-706+
t3}~-ati--benefits--paid--under--the-—-Mentana—--Pubiic
Employees'-—Retirement--System-—Act--that--are—-specified-as
exempt-frem—taxation-by-39-3-385;
fki——ai}--benefits——paidk-under——the-—ﬂantana-——highway
patroimenis-—retirement--systam-that-are-specified-as-exempt
from-taxatton-by-13-6-705+
f}f——Hontnna—income—taxfrefunds—or-credit:—thereofr
{my--ati-benefits-patd-under-19-11-662;-19-11-604;—-and
39-+1-605-to-retired-and-dizabled-firemen-or-their-aurviving
spouses-or—ehitdrens
fnj—-a}}——benefit:—‘pa£d~Aunder’—the—wmunicipai——peiice

officeralffetirement-system-tnat——are—fspecified——a:‘fexempt
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from-taxation-by-195-9-18857
toj-—atl--henefitas-not-in-excess-of-3368-received-as-an
annanity;-pension;-or-endowment—under--private--sr--corporate
retirement-pitans-or-systemas
t3i--In-the-case-of-a-sharehotder-of-a-corporation-with
respect--to-which-the-election-previded-for-under-subehapter
Sv-of-the-fnternai-Revenue-Eode-of-19547-as-amended;~~ts——in
effact—-but--with-respect-to-which-the-etection-provided-for
ender-15-31-202-is--not--in--effect;--net--income--does--nae
¢tneinde--any-part-of-the-corporationts-undistributed-taxabie
itncome;-net-sperating-toss;-capitat-gaina--er--sther--gatnay
profits;——-or---lossea---reqnired--to--ba--inciunded-—in—-the
shareholderta-federai—income-tax-net-ineeme-by-reaseon-ok-the
etectron-under-subchapter-Ss-However;-the-shareholderts-—net
rncome---shali---ineiude--—actuat--~distribution---Erom--the
corporation-to-the-extent-it-would- -ba--treated--as--taxabie
dividends--if-the-subchapter-S5:-etection-were-not—in-effects

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

federal taxable income as provided by the Internal Revenue

Code, including interest received on obligations of another

state or a political subdivision thereof, reduced by

interest received from obligations of the United States

government .
t4¥(2) TPhe--fotltowing-additionsi-deductions—shali-be A

deduction is allcwed in deriving taxable income of estates
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and trustss

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

thy--any--other--amounts—-preperty--paid-or-credited-or
required-to-be-diatributed-fer-the-taxabte-year;

ted-—the-amount——of--68%-~6f--the-——-excess--af--the--net
teng-term—-capttat-gain-sver-the-net-short-rerm-capital-iess
for—-the-taxabie-years

t53-~Phe-exemption-aticowed-fer-estates--and—-trusta-—-is
that-—-—exemption----provided----in----15-39-112¢2ytay———and
35-30-2312¢By<"

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 1increases, interest, and penalties
thereon shati-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 1liable for the tax and any intsrest

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. 8Section 15-30-142, MCA, is amended to

read:
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"15-30-142. Reburns Filing of returns and payment of

tax ---pesnatty-and-interest--—-refunds----credits. (1) Every
singte individual and-every-married-individuat-net-£filing--a
fatne-—return--with-—-his——or-—her-—speuse-and-having-a-gress
income-for-the-taxablie-year-of-more-than-5170007-as-adjusted
gnder——the--provisions--ef-—subsection——¢Fy7---and——-married
individusis——-noe--fiting--separate--returns--and--having—-a
combined-gross-income-£for-the--taxablie--year--of--merve--than
$276687-—-aa-~adjusted-under-the-provistens-of-subaection-¢3y

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

secticon 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 subdivisien

thereofy-shail-be is liable for a return to be filed on such
forms and according to such rules as the department may
prescribe. Fhe-grosa--income-——amsunts--referred--to—-in--the
preceding--sentence--shati-be-increased-by-$8667as-adjusted
under—the-provistons~-of--35-30-:2¢t7}--and--{8y7--€foar—-each
additionat--personat--exemption--a2itowance-—-the——taxpayer—ia
entitied--to——ctaim--for-—himaselrf--and--his--—-spsuse---under
35-38-1:2¢34y——and-—t4}rv~—-A--nenresident-shaii-be-required-ts
fite-a-return-:f-his-——gross—-ineome—-for--the--taxabte——year
derived—-from--acarees—-within-Montana-exceeds-the-—amount—of
the-exemption-deduction-he-ia-entitied-te-cleaim for—-nimseif

and--his—-apeuse-—under-the-provistons-of-15-36-231242¥7-¢3}+
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and-td}7-as-prorated-aceording-to-15-30-212¢63<
fi}——in—accordance—wibh—inatrnctiens-set-éorth——by——the
deparbmeneT——evefy——taxpayer——vho-is—married*and—%iving-néth
husband—or—uife—and-&s—fequired-ta—fiie—u—return-may;—at—his
or-her-option;-fite-a-joint-return-with-husband-er-wife-even
though-one-of -the--spouses—-has--neither--gross--income--nor
deductionss--if--a--joint--raturn——is-made;-tha-tax-shati-be
computed—on—hhevnggregate~tuxabie—éneome—and--thevwiiabi}ity
with--respect——teo--the--tax-shaii-be-jeint-and-severat:-¥f-a
jainb~return—has—been-éiied—for—a—taxabie—year;—the——spouaes
may--net—fiie-aeparate—returns—aftet-the—time—for—fiiing-the
return~o£—-either—-has——expired~funieas——the——deparbment——sc

conaents;

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

under subsection (1) shall use the game filing status tq

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

federal return.

{3) If any such taxpayer is unable to make his cwn
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 payabkle 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 15~30-24l;-provided;-hewever; 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 estimatrs ! tax
exceeds by more than §1 the amount of income tax as
computed, the taxpayer shaii-be is entitled to a refund of
the excess.

{S) 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 31/4 of 1% per month or fraction

thereof on the additional tax. In such case there shall be
no penalty because of such wunderstatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed to the taxpayer.
t73—-By—-November--i-of-each-year;-the~department-shaii
muttipiy-the-minimum-ameunt-ef-—gross—-incame--necassrbating
the-—-fiting~~of-—g--return--by--the-inflation-factor-for-the

taxabie-years-Phese-adjusted-amounts-are-effective-for--that
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taxabie--year;--and--persons--having-gress-incomes-tesas-than
these-adjusted-amounta-are-net-required-to-fite-a-returns

$83-—Individual-income-tax—-forms--diastributed--by--the
department--for--each-taxable-year-muat-contain-—instruceions
and-tabltes-based-on-the-adjusted-—base—-year-—structure—-for
that-taxabie-year:"

Section 18. Section 15-30-144, MCA, 1is amended to
read:

"15-30-144. Time for filing -- extensions of time. (1)
Returns shall be made to the department on or before the
15th day of the 4th month following the <close of the
taxpayer's fiscal year, or if the return is made on the
basls 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 Eacts 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 nat
relieve any taxpayer of the obligation to make any return
required under this law. Every-taxpayer—tiabie-for-a-tax
under-this—taw-shati-pay-a-minimam-tax-o£-5i;

f2y--An-antomatic-6-manth-extansion-cf-sime~-for--£fiting
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a-return-ts-aitowed;-provided-that-on-or-before-the-due-date
eof--the--zeturnr——~an-—applieation-is-made-on-forms—-avattable
frem-the-department-or-in-writing-to-the-department-

(2) The person making the return may obtain an

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

subject tc the following:

{a)  An application for extension must be filed before

the due date for filing the return on 2 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 ngt 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) 1If the applicant underestimates his tax due by 10%

or mor2, he is 1liable for penalties and interest under

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

3 The department shall grant am application for

extension of time for filing a return if the applicant

submits an application ag set forth in subsecticn (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 ? months Erom the date for filing a return, if

upon further application the person shows goad cause to

receive another extension. The filing of an appeal from a

denial of the application for another extension dces 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 1limitations. The
running of the statute ¢f 1limitations provided Eor under
15-30-145 shall be suspended during any period that the
federal statute of limitations for collection of Ffederal
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
S years from the date the federal changes become Ffinal or
the amended federal return was filed. If the taxpayer omits
from gross income an amount properly includable therein

which is in excess of 25% of the amount of adjusted-gross
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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.%

Section 20. Section 15-30-162, MCA, is amended to
read:

*15-30-162. Investment credit recapture. {i}-Fhere-is
atitowed-as-a-eredit-against-the-tax-imposed-by--15-36- :83--a
percentage--of--the--eredit-—-aitltowed-with-respect-to-certain
depreciable-—-property--under--seckion--38--of--the--Internat
Revenue-——Eede——-of--1954;-as-amended,;-or-as-sectton-38-may-be
renumbered-or-amended--However;-rehabititation-costs—as--aet
Earth—under—seeti;;—iﬁfaiféif?)—oﬁ-the-intcrnni—ﬂevcnue—EQde
of--19545-~or-—as--section--46tart23tPI-may-be-renumbered-or
amended;-are-not-to-be-included-in-the-—cemputation-~af--the
investment--eredits——Fhe--credit-is-attewed-for-the-purchase
and-instatiation-eof-eertain-gquatified--property--defined--by
section-30-of-the-Internal-Revenue-fode-of-1954;-an-amended;
tf~-the--property-meets-ati-of-the-following-quetifications:

tay--ic-was-piaced-in-service-in-Montana;-and

tby——tt-was-used-for-the-praduction-sf-Montana-adjusted
grosas—inecomes

{2)-~Phe—amount-af-the-credit-attowed-for--the--taxabie
year--is-S%-of-the-amount -of-credit-determined-under-section
46tart2r-of-the-internat-Revenue-Code-o0f-19547--as--amendedy

sr-as-section-46tayt2i-may-be-renumbered-or-amended-
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t33--Notwithstanding—-the-provisions—cf-subsection—{23}¢
the-tnvestment—-credit-atiowed-for-the-taxable-year--may--not
excesd--the-taxpayerta-tax-iiabitity-for-the-taxabie-year-or
$500y-whichever—-is—tesss

t4)-—-if-property-for--which--an--investment--credit—-is
ctatmed--is-—used-both-inside-and-sutside-this-state;-onty-a
pertien-—of--the—-ecpredit——-ts--nittowed---Phe—-credit--mast--be
appertioned--accerding—-to-a-fraction—the-—numerator-of-which
ts-the-number-of-days-during-the-taxabte-year--che--property
was--tacated--in-Montana-and-the-denominator-of-which-is-the
nymber-of-daysa-during-the—taxable-year--the——taxpayar--owned
the—-property---FThe-investment-eredit-may-be-appited-oniy-te
the-tax-tiability-of-the-taxpayer-who-purchases—-and-—piaces
étn--service——the--property-£feor-which-an-investment-credit—is
eimimed:-Phe-ecredit-may-not--be--atiecated--beeween--spouses
unltess—-the--property--is——used--by~--a--partnership-er-smati
business--corporation—-of--which——-they---are---partnera---or
sharehotdars<

+5¥ The investment credit aiiowed--by--this-section

taken by a taxpayer pursuant to this chapter is subject to

recapture as provided for in section 47 of the Internal
Revenue Code of-19547-as—amended;-or-aa-section--47--may--be
renumbered-sr-amended. "

Section 21. Section 15-30-303, MCA, is amended to

read:
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"15-30-303. Confidentiality of tax recocrds. (1} Except
in accoerdance 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 amocunt
of income or any particulars set forth or disclosed in any
report or return reguired under this chapter or any other
information secured in the adminigtration 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
er 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 1is 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 reguire 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 ne more.
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{3) ©Nothing herein shall be construed to prohibit;

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

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

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

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

(5) Any offense against subsections (1) through (4) of
this section shall be punished by a fine 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
cf fender be an cfficer or employee of the state, he shall be
dismissed from office and be incapable of holding any public
office in this state for a period of 1 year thereafter.

(6) Notwithstanding the provisions of this section,

the department may permit the commissioner of internal
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revenue of the United States or the proper cfficer 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 higs 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 furnishs

ta}--to--the--department—-of-—justice--ali--informatien
necessary-—-to-—identify--those--persons——quatifying-—£fer—the
additionai-exemption-far-blindness-purseant-+8-15-30-1212{4}7
fer-che-purpese-of-enabling-the-—department--ef--justica--to
administer-the-provisions-of-63-5-1857-and

tb} 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 c¢orporation,

{1) A small business corporation may-eleect that has made a

valid election under Subchapter 8 of Chapter 1 of the

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

imposed by this chapter.

t2¥-~if-a-smaitl-business-corporation-makes-an--ekection
under—subaection-{tiy;-thens

fai-—with-——respect-——te—---the-—taxabte--years--o0f--the
corporation-fer-which-—such-—-election--is--in--effact;——such
¢corporation——is--not--subject--to--the-taxes-imposed-by~this
chapter—and;-with-reapect-to--snch--taxabie—-years—-and—-ati
succeeding-—taxable-yearsy-the-provisions-of-this-part-appity
to-such-corperations-and

thy--with-respect-to-the-taxabie-yeara-of-a-sharehoider
ef-asuch-corporatisn—-in-which-or-with-which-the-taxabla-years
cf-the-corporation-for-which-such-eiection-is-in-effect-end;
the-provistons-of-this-part-appiy-to-such--sharehsidery-—-and
with-—¢espect——to--such--taxablte--years--and--aii-suceeeding
taxabite~years;-the-previsions-eof-this--part-—-appty--to--such
shareholder:

t3+--An--eteetion--gnder—subsectisn-{1y-must-be-made—in
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accordance--with-—-rules--prescribed--by--the--department-—of
revenues

(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 menth

of its First taxable vyear 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 corperation 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 tec the expicration 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 § 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 prionted on it a

notification that making the election will subject income to

tax under beoth 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
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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 revocaticn must

be filed by the 15th day of the third menth of the taxable

year for which the revocation is to be effective.

(4) This election section is not effective uniess the
corporate net income or loss of sueh~-——etecking the

nonelecting small business corporation is included in the

stockholders’ edjusted-gross income as-defined—$w-35-39-133.

(5) Every eteeting nonelecting small business

corporation is required to pay the a 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 etecting--and qualifying under 15-31-202 shall
Pay a minimum fee of $10."

Section 24. Section 15-31-209, MCA, is amended to
read:

"15-31-209. Terminaticn and revocation, If the
election under the provisions of Subchapter § is either
terminated or revoked for federal purposes, the corporation
must notify the department wilhin 30 days of such

termination or revocation. Phe-department-may-terminate-am
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election-at-any-time-if-it-disesvers-—the--csrpsration--does
not--gquaiify-as-a-smali-business-corperation-as-provided-for
ender-the-pravisions-of —Subehapter-5-cf-the-internat-Revenue

Code-of-1954+ A corporation that doces 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 amended to
read:

"15-32~402. Commercial investment credit -
wind-generated electricity. (1) An individual, corporation,

partnership, or small business corporation as defined in

15~-3%~-268% Subchapter $ 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 o£-1954;-as-mamended; for 2 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 cregdit 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 buginess facility for which the wind ensrgy
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generating equipment supplies, on a direct contract sales
basis, the basic energy needed; or

{¢) 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 &£-3954;-as-smendedsy
and that are assoaciated with the purchase, installation, or
upgrading of:

(a) generating equipment;

(b) safety devices and storage components;

{¢) transmission lines necessary to connect with
existing transmission facilities; and

{d} transmission lines necessary to conpnect directly
to the purchaser of the electricity when no other
transmission facilities are availatle.

(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) {(a) The state

pledges and appropriates and directs to be credited as
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received to the debt service account %1% 10% of all moneyy
except--as--provided--in--315-33-7427 received from the
collection o©of the individual income tax and 11% of all

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

collection of the c¢orporation license and income tax

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

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

subsection (1l)(a) of such tax cocllections shaiti-be-deemead-ta

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

{2) The state pledges and appropriates and directs to
be credited to the debt service account 72.75% of all money
received f£rom the collection of the excise tax on cigarettes
which is 1lewvied, imposed, and assessed by 16-11-111. The
state alsco 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 prier charge upon all money received from the
collection of all taxes referred to in this subsection (2).
(Revived July 1, 1987--sec, 4, Ch. 704, L. 1985.)

17-5-408. (Effective on occurrence of contingency--see
compiler's comments) Percentage of income, corporation
license, and cigarette tax pledged. (1) (a) The state
pledges and appropriates and directs to be credited as
received to the debt service account ti% 10% of all moneys
except-—-a3—-provided--in--15-331-742; 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 1license and income tax
referred~te as provided in 15-1-501, and such additional
amount of said taxes, if any, as may at any time be needed
to comply with the principal and interest and reserve
requirements stated in 17-5-405(4)5-provided-that.

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

subsection (1)(a) of such tax collections shall-be-deamad-to

may 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 mcney
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 t~ be
credited as received to the debt service account all woney
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 prier 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:

"19-3-1a5. Exemption from taxes and legal process. The
right of a perscn to a retirement allowance or any other
benefit under this chapter and the mcneys 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 Cto

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.™

Secticn 28. Section 19-4-706, MCA, is amended to read:

"19-4-706. Exemption from taxatien 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 15-30-111,

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 29. Section 19~5-704, 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
shalil be uwnassignable 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 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."

Section 31. Section 19-7-703, MCA, is amended to read:

*19-7-705. Exemption from taxes and legal process. Any
money recelved 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's contributions picked up by
an employer after June 30, 1985, as provided in 19-7-403;

{2) exempt from 1levy, sale, garnishment, attachment,

or any other process; and

(3) unassignable except as specifically provided in
19-7-706."

Section 32. Section 19-8-805, MCA, is amended to read:

"19-8-805. Exemption from taxes and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions ar 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 excepkt as specifically provided in
19-8-806."

Section 33. Section 19-9-1005, MCA, is amended to
read:

"19-9-1005. Exemption from taxes. Any money paid in
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accordance with the provisions of this chapter is exempt
from any state, county, or nmunicipal 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 19-9-501."

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. Defilnitions. 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
te a person by a state or county agency, regardless of the
original scurce of the assistance.

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

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

difference between the net taxable income for the taxable

-63- HB 904

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

25

HB 0904/02

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 0of 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 36. Section 67-11-303, MCA, is amended to
read:

"§7~11-303. Bonds and cobligations. (1) An authority
may borrow money for any of its corporate purposes and issue
its bonds therefor, including refunding bonds, in such form
and upon such terms as it may determine, payable out of any
revenues of the authority, including revenues derived from:

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

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

(c) 4grants 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 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 anéd possible to impose, maintain, and ccllect
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 amcount 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 pravisions of this chapter are declared to
be issued for an essential public and governmental purpose

by a political subdivision within-——the——-meaning——-of
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i5-36-F¥i{2ytay for purposes of tax exemption determinations

under the Internal Revenue Code.

{5} For the security of any such bonds, the authority
or municipality may by resolution make and enter into any
covenant, agreement, or indenture and may exercise any
additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The
sums required from time to time to pay principal and
interest and to create and maintain a regerve for the bonds
may be paid from any revenues referred to in this chapter,
pricr to the payment of current costs of cperation 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 cccur within 1 vyear for the payment

of principal and interest due on such bonds, it will levy a
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general tax wupon 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 1in anticipation of, a deficiency in the revenues
appropriated for such bonds in such manner as the
municipalities mayqdetetmine. The resclution 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 gquestion 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 wvoting thereon wvote against approval of the
resoluticon, 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 wunder this chapter payable
solely from the sources referred to in subsection (1)
above."
Section-365--Section-28-9-316;-MEA;-is-amended-to-read:
L28-5-3167--Biementary--schooi--maximum-budget-scheduie
for-1385-861987-B8:--tit}-FPor-each-elementary--schook--having
an-ANB-of-nine-or-fewer-pupiisr-the-maximum-shazi-be-3297959
$337357-1f-said-scheoi-ta-approved-as-an-isolated-achosts
t2}--Por-schools-with-an-AND-of-16-pupiis-but-less-than
¥8-pupiisy-the-maximum-shati-be-5137959-5397957-pius-5834:28
$834-—per-pupit-an-the-basis-of-the-average-number-betonging
over-ninexs
t33--Por-schoolas-with—-an-ANB-of-at-ieast-I4-pupiis——but
tess--than--if--pupila--that--qualify-for-instructionat-axde
funding-under-26-5-322y-the-maximum-shari-be-5327714-5325731
pius—5834-310-3834-per-pupii-on-—the--basis—-of--che--average
number-betonging-over-tés
t4)--Por-schoots-with-an-ANB-of-18~-pupits-and-empioying
one-—teacherv—-the—-maximum——shaii-—be——$2?7466752?74§§—pins
§034716-5834-per-pupti-en—the-basis-of--the--average-—number

betonging-over-iB87-not-to—exeeed-an-ANB-o0f-25+
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t54--Far-sehooia-with-an—-ANB-of-18-pupiis—and-smpieying
two-futi-time-treachersy-the-maximum-shaii-be-$437851-543;6847
pius—-$522-48--3522+36-per-pupit-en-the-basis-of-the-average
number—-belonging-ovar-i8r-net-to—excead-an-ANB-of-50<

t6F--Per-achoois-having-an-ANB-in--excess--of--46;--the
meximem--on-—the--basia--of--the--totat-—pupits-+tANBY-in-the
dist=icr-for-elementary-puptis-witi-ba-an-follows:

tay--Por-a-achesl-having-an-ANB-of--more—~-than--48--and
employing-a-minimum-of-theee—teachara;—the-maximum-of-517938
shati--be-decreasnd-at—-the-vate-of-5iv08-for-each-additional
pupit-until-the-totar-number——{ANB)--shati--have--reached—-a
totai-of-:88-pupti=s

thby--Por--a--sehaot-—having--an--ANB--of--more-than-194
pupitar;-the-maximum-o0f-5i7;825-ahall-be-decreased-at-the-rate
cf-5+-F2-far-each-additionat-pupit-antit-the-ANB-shaiti--have
reachad-306-pupils~

tc}-—-Far—--a-—achook--having——an--ANB--of -mere-than-386
pupitay-the-maximam—shall-not-exceed-5iy483-for-each——pupii-

173--Fhe-maximum-per-pupii-for-ait-pupits-+ANB}-and-for
all-eiementary-schoois-shati-pe-computed-on-the-basis-of-the
amount—-atiowed-herein-osn-account-of-the-last-etigibie-pupit
+ANPYs--Ati---elementary---ascheoois---operated---within-——the
inesrporated--itimtts-——of-—a-city-or-town-shati-be-treated-as
cne-schemt-fer-the-purpose~af-this-schedutest

Section-39r--Section—20-9-31F;-MEA;-1ts-amended-to-reads
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229-9-31F---High-schooi--mazimum—-budget--scheduie—-for
1585-06--398%~88s~-t:}y-Por-each-high-scheoi-naving-an-ANB-of
24-or-fewar-pupiis;—the-maximun-shaii-be-5312,708--$13137696+
t2y~-For-—a—secondary-schoel-having-an-ANB-cf-more-than
24-pupiisr-the-maximem-$47338-547737-shalli-ba--decransad-—-at+
the-—-rate--of-§25-84-for-ench-addicionai-pupit-untii-the-ANB
shati-have-reached-a-total-of-48-such-pupiiss
t3}-—For-a-scheot-having-an-ANB-of-more-than-48-pupits;
the-maximun-of-347324-shati-be--decreased-—nt--the-—-—rabp--of
325704~-for-—each--addittonal-pupit-untit-the-ANB-shaii-have
eeached-100-pupiiss
t43--Fer-a-acheoi--having--an--ANB--of--more--than--1660
pupiis;-—-a--maximum-ef-525;774-shati-be-decrnased-at-tha-—ratea
of-54:32-for-each-additionat-pupti-uncit-the-ANB-shaii-—have
reached-284-puptiaz
£5)y--Per——a--schoot--havring--an--ANB--af--more--han-208
puptisz-the-maximum-of-$2;342-525341-shall-be--decreased—-by
§2-38--52:37~for--each-additional-pupit-until-the-ANB-shati
haye-reached-366-pupitss
163--For-a-schoet-~having-—an--ANB-~cf-—-mare--than--3g6
puptisy-the-maximum-of-$27194-shati-be-decreased-at-the-rate
of-44-centa-until-the-ANB-shaii-have-reached-688-pupitas
t?}-~For--a--achooi--having-an-ANB-over-606-pupils;-the
maximom-shati-net-exceed-51;973-per-pupti-

t8y--Fhe-maximum-per-pupii-for-att-popiie-tANBI-and-for

-70- HB 904



O om -~

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

25

HB 0904/02

ati-high-schoois-shaii-be--computad--on--the--basis--of-—-the
emount--ailowed-herein-on-acconnt-of-the-tast-etitgibte-pupit
tANB}~-Att-high-schoois-and-juniser-high-schoots-—-which--have
been---appreved--and--accredited--as—-junisr-—-high--schoois;
operated-within-the-incorporaced-timita-of-a-city--er--towns
shaii--be--treated--as--one--schoel--fer-the-purpose-of-this
schedutest

Section 37. Section 20-9-318, MCA, is amended to read:

"20-95-318. Elementary school maximum budget schedule
for--1986-87--and--suceeeding--years for 1988-89 1987-88 and

succeeding years. For 1986-87 1988-6% 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 $207%¥58 §:97558
$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 $28;158 $397558 $20,158 plus

$642+590 9817530 $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 instructiocnal aide
funding under 20-9-322, the maximum shall be $337642 5327657
$33,042 plus $842:56 $B37+38 $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 he 9277741 $267934 527,741

plus $842-58 5817-38 5842.50 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 $447290 $427978
$44,290 plus §52%¥<66 §513<98 $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 $3*7953
$3¥7899 §1,957 shall be decreased at the rate of $3:90 $51-84
$1.90 for each additional pupil until the total number (ANBE)
shall have reached a total of 100 pupils.

{b} For a school having an ANB of more than 100
pupils, the maximum of $X7843 $37788 $1,843 shall be
decreased at the rate of §i+74 $2+69 $1.74 for each
additional pupii until the ANB shall have reached 300
pupils.

fc) For a school having an ANB of more than 300

pupils, the maximum shall not exceed $%7496 §1745% 51,496
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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
(ANB) . All elementary schools operated within the
incorporated limits of a city or town shall be treated as
one school for the purpose of this schedule."”

Section 38. Section 20-9-31%, MCA, is amended to read:

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

1986-83--and--succeeding--years for 19688-89 1987-88 and

succeeding years. For 1986-87 19388-89 1587-88 and succeeding
schocl vyears, the high school maximum budget schedule is as
follows:

(1) Por each high school having an ANB of 24 or fewer

pupils, the maximum shall be $114,845 $331;422 5114,845.

{2) For a secondary school having an ANB of more than
24 pupils, the maximum $47785 $47643 54,785 shall be
decreased at the rate of $26+38 $25:32 $26.10 for each
additional pupil until the ANB shall have reached a total of
40 such pupils.

{3) For a school having an ANB of more than 40 pupils,
the maximum of $4;368 547237 $4,368 shall be decreased at
the rate of $26-10 $25:32 $26.10 for each additional pupil
until the ANB shall have reached 100 pupils.

{4y For a school having an ANB of more than 100
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pupils, a maximum of $2;7;802 $27;%18 $2,802 shall be decreased
at the rate of $4-37 $4-24 $4.37 for each additional pupil
until the ANB shall have reached 200 pupils.

{5} For a school having an ANB of more than 206G
pupils, the maximum of §27365 $27295 $2,365 shall be
decreased by §2+48 $2:33 $2.40 for each additicnal pupil
until the ANB shall have reached 300 pupils.

(6) For a school having an ANB of more than 300
pupils, the maximum of &2+%25 $27862 $2,125 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 $37993 $1v933 $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. BSectlon 20-9-343, MCA, is amended to read:

"20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term "state

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

(2) The legislative appropriation for atate
equalization aid shall be 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 reqguired
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:

fa) 25% 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 3@ 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 wunder the federal Mineral Lands

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

(£) income from the local impact and education trust
Fund account; and

(g) 1in addition to these revenues, the surplus
revenues collected by the counties for foundation program
sypport according te 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 umed to
reduce the appropriation required for the next succeeding
biennium [or may be tranaferred to the state permissive
account if revenues in that fund are insufficient to meet
the state's permissive amount obligationj."

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 SECTIQON. 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. Secticn 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. Codiflcation instruction.
Sections %07--%37--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 #87-137-and-43 12 AND 40.

NEW SECTION. Section 44. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. ‘Section 45. Coordination. If House Bill
No. 2 as it passes the House of Representatives is amended
in the Senate, this act is void.

NEW SECTION. Section 46. Effective date -
applicability. (1) This act, except section 45 42, is
effective on passage and approval.

(2) Section 45 42 is effective July 1, 1987.

(3) Unless otherwise specified or required by a
particular section of this act, sections 1 through 22727
21, 26 through 37 36, and 44 41 apply retroactively, within
the meaning of 1-2-109, to tax years beginning after
December 31, 1986.

(4) Sections 23 22 through 26 25 apply retroactively,

within the meaning of 1-2-109, 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 40 applies to tax years beginning after
December 31, 1586, and ending before January 1, 1989.

NEW SECTION. Section 47. Termination. Section 43 40
terminates December 31, 19B9.

-End~
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HOUSE BILL NO. S04
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 POUNDATION PROGRAM
SCHEDULES FOR ELEMENTARY SCHOOLS AND HIGH SCHOOLS FOR THE
PURPOSE OF BALANCING THE FISCAL 1988-8% 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, 15-390-103, 15-30-1065, 15-30-111,
15-310-131, 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-B0S,
19-9-1005, 19-13-1003, 28-5-3%6-throngh 20-9-1318, 20-5-319,
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,
15-30-12%, 15-30-126, 15-30-156, 15-30-157, 15-30-161,
15-31-201, ARD 15-31-208, MCA; AND PROVIDING EFFECTIVE
DATES, A RETROACTIVE APPLICABILITY DATE, AND A TERMINATION

DATE. "

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

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

Ac_}m}zna Legisiatwe Councit

HB 0904/02

THERE ARE NO CHANGES ON

HB 204, AND DUE TO LENGTH
WILL NOT BE REPRINTED. PLEASE
REFER TO SECOND READING
(YELLOW) FOR COMPLETE TEXT.

THIRD READING
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HOUSE BILL NO, 904
INTRODUCED BY HARP, DONALDSON, MILLER, WINSLOW, SPAETH,

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

A BILL FPOR AN ACT ENTITLED: "“AN ACT TO REVISE-~-THE PROVIDE A

10 PERCENT SURTAX ON MONTANA INDIVIDUAL INCOME TAX S¥STEM,

TO INCREASE THE CONTRIBUTIOR TO STATE EQUALIZATION, AND TO

ABJUST-PHE APPROPRIATE FUNDS FROM THE EDUCATION AND LOCAL

IMPACT TRUST TO_THE SCHOOL FOUNDATION PROGRAM S€HEBHLES-POR

BhEMENTARY-9EHOOE6-AND--HIGH--3€H66ES FOR THE PURPOSE OF
BALANCING THE FISCAL 1988-89 GENERAL FUND BUDGET; TO
APPROPRIATE FUNDS FOR EQUALIZATION AID FOR SCHOOLS; AMENDING
SECTIONS 3-3-2837-7-14-13337-7-34-24367-35-3-3037 15-1-50],
$5-36-30%7---35-30-1037---15-30-1857-~%5-38-31 7 -35-30-%31+
35-36-132+--15-36-1357--15-36-3367-—-15-36-31427-—-15-30-2427
15-30-2447---35-30-3467-—-25-38-1627--35-368-3837-35-3%-2627
35-33-2047--—-35-31-2097--—~15-32-402 17-5-408, 39-3-1657
39-4-7067-39-5-7047-19-6-7657;-29-7-7057-19-8-885+-29-9-18085;
19-13-1003y 23—9—3&6——:through 20-9-318, 20-9-319, AND
20~-9-343, Sa—i—iﬂiy-ARB—G?-ii;SGST MCA; RBPEALING--SEEPIONS
15-30-312--PHROUGBH--35-30-3377y--35-36-121-THROUEH-15-38-3237
35-38-3257~--15-368-31267--15-30-32565---15-36-15F;-——%5-30-16%y
15-33-283+7v—-ANB--15-33-2687--MEA; AND FPROVIDING EFFECTIVE

DATES, A RETROACTIVE APPLICABILITY DATE, AND A TERMINATION

l\é\%am Legistativa Counch
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Seehion—ir——Section-—i-i-59?7——MEA7—is—amendeddto-readt
“i—i—iﬂ?r——Miseeiianeous——teems?—-—ﬂniess——bhe——cantext

requires——otheruisef-—the—feiioving—deéinieiens—appiy—in-the

Montana-€sde-Annotateds
él}-—“aribe“—means——anything——eé——vaiue——cr——advaatager

present--or-wprospectiveT——or——uny—premise—af—undertaking—eo
give-anything—ni—vaiue—cr—ndvantsge7-which—ia-asked7——givenr
er——accepted——uith——a—eorrupt—intenb—ta—uniavfuliy—énfiueaee
the—person—te—whom-it—is——given——in——hés—-aceien7--vote7—-or
opinion—in—eny—pubiic—ar—officiai—eaPQcityr

tgj—-“internai-Revenne-Ecde“—meana—the—internai—nevenne

Titie—-enaeted——August—-iG7-—i9547--and—-redesignated—as—the

"internni-Revenue~Eode—of—iBBG”-by—sectian—a—cf——Pubiic--baw

99-514;-as-amended:

fijigi——“?eace~—céficer“——means—nny-person—described—in
46-:-203¢B)+
fa}tgi-—“Vea:ei“7-when—used—in-referenee--to——shippingf
inciudes——ships—-ef-—ait—-kinds7-—steamboats—and-:teamshipar
cunai-b03237-and—every-strueture——adapted——to-—be-—navigated
frem-piace-to-piace-l
Seceion—2:——5ectien—?-}4—}iSBT-MeAT—is—amended—tn—read:
“?‘ii-iiﬁS:—vBths-—nnd--ob}igationsr-—fij—hn—nnthority

muy—borrou—meney—fot-any—oi—it:—corpcrate—purpcses—and—issue

-2- HB 904
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bords-therefery-inctuding-refunding-bond=sy-in-such-fsrm--and
gpon--such--terms--as--it—-determinesy--payable--scut--of-any
revenges-of-the-anthorttys-inciuding-revenues-derivad--Groam-
taj--any--pore--ar-eransportatiton-and-storage-facititys
tby--taxes-ievied-pursnant-te-3-14-113t--or-——6F3-10-462+
tey-—-grants---or---centributions-——-from---the--—-federat
government;-or
tdy--other-sourcess
t2}--Fhe-bonds-may--be--issued-—-hy--resotution—-sf-——the
authority;-without-an-eiection-and-without-any-timitation-of
amounty--except--that--no-bonds-may-be-issued-at-any-time-+§
the-totai-amount-of-principai-and-interest-to-become—-due--in
any-year-sn-sech-bonds-and-on-any-then-cutsatanding-bonds-for
vhich--revenues-from-the-same-seurce-are-pltedged-exceeds-the
amount-of-such-revenues-to-be--received-~-in--that--year;--as
estimpbed--én-the-resotution-authorizing-the-issuance-of-the
bonds:-Phe-sutharity-shatri—take--att--geeion--necessary-—-and
possibie—-to--impose;--maintainy-and-eottect-rateay-chargesy
rentatsy-and-taxesr-if-any-are-ptedged;-sufficient--to--make
the--ravenues--from-the-piedqged-scurce-in-such-year-ac-ieast
equai-to-the-amount-of-principal-and-interest--due--in--that
years
{3}——?he——boﬂda-—may-—be—sold*at“pnb}ic-or—private—sale
and-may-bear-interecat-ac-a-rate-not-exceeding-the-timitation

of-17-5-182--Bxcept-as-otherwise-provided-in-this-party—-any
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bonds--issned--puranant—-to-this-part-by-an-anthority-may-be
payabte-as-te-principal-and-interest-seiety-from-revenues-of
the-anthority-and-shati-state-on-their-face—-the--appiicabite
timitations--or-restrictions-regarding-the-seurce-£rom-which
such-principal-and-incerest-are-payables
t4¥--Bonds--isaved--by---an—-—-authorttyr-—-countyr—--o¢
municipaticy-—-pursuant--to--ethe--provisiona-af-ehis-pare-are
deciared--to—-be--isaved--for--an—--essentiai---pubiic——-and
goveramentat-—purpose--by-a-potiticat-subdiviston-within-the

meaning-of-15-38-1it{2ytay-for-—purpeses-—-af-~pax--exemption

determinaticons-under-the-Internat-Revenue-Eode~

t5y—-Por-the-security-of-any-such-benday;-the-anthority;
coHnty;--or--munieipatrity--may--by-ressintion-make-and-enter
into-any-covenanty-agreement;-or-indentnre—and-may--exercise
any—-additienat--powers--auvthorized-—to--be--eaxercised--by-=
municipatity-under-fitie-?7-chapter—-?7-parta-d4-and-45:---Fhe
sums-—required--from--time—-to--time--to--pay--prineipat-and
interest-and-to-create-and-maintain-a-reserve-for-the--bonds
mnay--be--patd--from--any--revenues-referred-to-tn-this-partsy
prior-to-the-payment--of--current--coses--of-—operation--and
maintenance-cf-the-faciiitiess®

Section~37--Section-F-34-24167-MEAT-ia-amended-ro-rends

43-34-2416--—Pan—exempt-—-status-of-bonds---Bonds-iasued
by-a-county-pursuant-to-the-provisions-cf-¥-3d4-24it-~throagh

F-34-2416--are-dectared-to-be-issned-£for-an-essentiai-pubtie

—a- HB 904
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and-governmencal-purpose-by-a-potittcat--subdiviston——within

the-meaning-of-15-30-111{2+tay-for-purposes—af-tax-exempeion

determinations-undez-tha-Enternat-Revenne-code<?

Section-4:--Section--15-1-19k7-MAy-ta-amended-to-reads
135~-3-3B%-—--PBefinttionss-~—tiy--Breepe---as---otherwise
speeifically--provided;-when-terms-mentioned-in-this-sectien
ate-used-rn—connection-with-caxationy-they-—are--defined--in
the-foiiowing-manners
ta}-—Fhe—-term——-Yagricuiturat?-refera-to-the-ratsing-of
itvestocky-poultryr-beesy--and--other--speciea--of-—-dopeatie
antmais---and---wiltdiife-~—in--domestication—-or--a--captive
enviromment;-and-¢he-raising--of-—fietd--cropas--frutty——and
ether-animat-and-vegetable-matter-for-fond-or-£fipears
thy--Phe--term--Yasseased-—-vaivel--meana--the-~-vatue-of
properey-as-defined-in-15-06-11%<
tey—~-Fhe-cerm—*average-whoiesate-vatue-means—tche-vaiune
to-a-deater-prior-te-reconditioning-and-profit-margin--shewn
n——-nationst--appraisat--quides-and-manuais-or-the-vatuation
acheduies—of-the-department-cf-revenue:
+dy-—-t+y-The-term-Scommereratdy~when-used--to--deneribe
propareyT-—MeanS-Any-property-used-or-owned-by-a-busineas;-a
trader-er-a-nonprofit-corporation-as-defined-in-35-2-:02--or
naed--for--the-—production-—of--incomes-except—that—property
deacribed-in-subsection—tiiyr

ttt4-Fhe--foriowing-—-types---sf-—--property-—-are-—-net
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commeretats
tA}~--agriculeurai-tands:
tBy--timberiandas
t€y-—singie-famity——--—- residences——-—- and————- anciiiary

imptovements-ané-émpfcvements-neeessary—to—the-funetioa-oé—a
bana-fide-farm;-ranch;-sr-stock-operations
fB}—-mebiie—-homes—-used——excinsiveiy——as-—a——residence
except-—when-—-held-by-a-distributor-or-dester-of-traiiens-or
nebiie—hames-ns—his—sbeek—in-trade7
+E+—-al1-property—described—in—iﬁ-ﬁ—i357
fP1—-aii—preperty—&escribed—in—15-6—1367~and
t8}--ati-property-deseribed-in-15-6-144~
fe&--@he—tern—"ccmparnbie—praperty“—meana—peopetty-thnt
has“simiiaf-ﬂﬂeT‘fuhctiﬂﬂ7*and—utiiitj?—thﬂt*‘is——fﬂfiﬁenced
by--—the—*ﬂsume——~set—-—of--economic——trenda—-and~-phys&ca17
gevernmentair—and—sociaiﬂfactors7—nnd“that—has—the-poeentia}
ef-a-simitar-hignest-and-best-usex
+E1—-?he-term—“credit“—means—soivent-debt57—secured——cr
unsecuredy-owing-to-—a-persens
tgy--Fhe—-term--“improvements’--inetudes-ati-buitdingsy
structuresy-fenceay-and-imprevemants-sitnated-upon;——erected
epony-—er-affixed-to-tands-When-the-department-of-revenuna—cr
tts-agent—determines-that-the-permanancy-of--tecatton——of--a
mobiie—home-or-housetratier-has-bean-established;—the-mobite

home——or--heusetraiict—~£s——presumed—to-be—an-imprcvement—to

-6- HB 904
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reat--propertyr——--A-—-mMabite--home--asr--housetratier—-may-—be
determined--te--be—-permanently--lseated--anty--vhen——ie--is
attached-to-a-foundation-which-cannot-feasibiy-de--retocated
and-onty-when-the-wheets-are-remeveds

{hy-——Phe-rerm-Linternal-Revenue-Cadelmeans-the-internat

Revenue——Pitle--enacted-Augqust-167-19547;-and-redestgnated-as

the-YIntecnai-Revenue-€ode-of-19864-by-section-3--of —Public

haw—-99-5}47-as—amended-

thiti}--Fhe-——term——-Liecasehotd-~-improvementsil--— rans
improvementsa-to-mobite-homes-and--mobite--homes--tocated--on
iand--awned--by-—another--persons——Phis-property-ts-asseased
under-che-appropriate-ciasstfication-and-the-taxes--are--due
and--payabte--in--two--paymentcs--as--provided--in-15-24-282~
Betinquent—taxes-on-such-ieasehold-improvements-are——a-——tien
oniy-on-such-ieasehotd-improvementas

tiyt4y-—Fhe-—-term--diiveatock--means--cattier--sheeps
swine;—goats;—horses;-mutess-and-asses:

t9¥thy--Fhe-term-tmebite-heme!-means-forms-—of~-housing
known--as——Straileral;-Yhousetrattersi;-or-teraiter-coachest
exceeding—B-feec-in-width-or-45-feee-in-tength;-designed--to
be--meved——frem-ene-piace-to-ancther-by-an-independent-pawer
connected-to-them; ——or-—any-—-Stratteris--Lhouseteatiert;——pr
igraiter—-coachii-—np-to-8-feet-in-width-or—45-feet-in-ength
used-as-a-principat-residences

thiti}-—~Phe-—-term---ipersonat----property'---—inctudes

=-7- HB 904
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everything——that-is-the-subject-of-ownership-but-that-ifs-not
tneinded-within-the-meaning-of-the—ecerms-trant--estate——and
Limprovementst:
tiytmy--Fhe---term—-Lponttryi--inctudes-—-ati--ehickensy
turkeys;-—geese;-—-ducks;——-and---other---birds---ratsed-—-in
domestication-to-produce-fosd-or-featheras
tmitny-—-Fhe--term—-4propeceyl-incindes-moneyar-crediear
bonds;—stockesy-franchises;-and-ati-other-matters-and-thingss
reat;-personaty-and-mived;--capabie--af--privace--ownerships
Fhis--definition--must--not--be--construed-—-to-autherire-the
taxation-of-the-atocks-of-any-company--er-—cerporation—-when
the--property--of-sueh-company-or-cerporation-represented-by
the-stoeka-ta-within-the-state-and-has-been-taxeds
tn}te}-—-Fhe-term-Yreat-estate!-incindess
tii-~the-peaseasion-of;--ctatm--to;--ownership--ofz;--or
right-to-the-possession-of-tands
tity-ati-minesy-minaratsy;-and-quarries—in-and-under-the
tand--asubiect—-to--the-provisions-of-15-23-56i-and-Fttie-315;
chapter-23;-part-6+-ati-rimber-betonging-+to--individoata--or
corporacions--gqrewing-—er--being--on-the-tands-of-the-Hnited
Stateas-and-ati-rights-and-priviieges-appercaining--theretes
tetipy--Ffhe--term——ttaxablte-vatue®-meana-the-percentage
ef-market-or-assesssd-vatue--as--previded--€for--in--15-6-131
through-15-6-1408+

t23--Fhe----- phrase----imunicipat--~--corparationi----ar

_8- HB 904
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imenicipatityt-or-%taxing-unitt-shaii-be-deemad-to-inciude-a
esuntyr-cityr-incorperated-towny-townshipr-scheal--districty
trrigation-—districty--drainage-—-district;—-or-—any--persensy
persons;—or-organized-body-aunthorized-by—-law-—-tc—-estabiish
tax-tevies-for-che-purpase-of-ratsing-pubtic-revenues
€3y-—The--term——Ustate--board®--or--boardi--when——used
without-ather-gquatificattan-shati-mean-the-state-tax--appeai
board-4
NEW-SEEF:BN:--Section-5-——Iincome--tax——windfait-reserve
acconnts—-{t1¥y-~-Fhere--ts—~an-—income——tax--windfaii--reserve
account—+n-the-state-apeciai-revenue-funds
t2y--Por--fiscai--years--1988-and-1989;-the-fivrat-312:5
mititon-received-in-each-fiscat-year-from-the-coilection--of
individuai--income-taxes-under-Fitie-i57-chapter-387r—nmust-be
depostted-in-che-income-tax-windfati-reserve-nceount-in——-the
state--speciat--revenue—-fund-for-the-purpose-of-providing-a
reserve-to~offset~the-impact-of-potentini--overeatimates--aof
che-income-tax-windfati-revendes—to-the-states
t3y——Fhe--batance--in--the--income-tax-windfari-reasrve
acecount—-at——the--end--of--+the--1989--fiscal--year--muat——be
tranaferred--to--the-generat-fund-and-incituded-in-the-ending
generat—fund-bataneces
Section 1. Section 15~1-501, MCA, is amended to read:
"35-1-501. Disposition of moneys from certain

designated license and other taxes. (1) The state treasurer
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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 S1;

{c) severance taxes allocated to the general fund
under chapter 36;

{d} 1liguor license taxes under Title 16:

(e) telephone (company! license taxes under chapter
53; and

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

(2) Seventy-five--percent--ocf-ati-moneys-recerved-from
the-——soiteccion——of-—inceme~-taxes--under——chaptar--38—--and
corporatien--ticense--and--income--taxes--under--chapter-3t;
except-as-provided-in-15-31-7682;-shall-be-depesited-—itn--the
generat--fund--subject-to-the-prior-piedge-and-apprepriation
of-such-income-tax-and-corporation-ticense——tax-~coliections
for-—the--payment—-of-long-range-butiding-program-bonds.-Fhe
remeining-258-cf-the-proceeds--of--the--corperation——tiecense
tan;—--—excinding---~ehat--altitecated-~ta—-the—-—countias——uynder
15-3i-7825-corperatien-income—taxry-and-income-tax--shati--be

deposited--to-—the--credit-of-the-state-apecial-ravenune—fund
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for-atate-equatization-aid-te-the-pubtic-schosts-of-Mantanas

All moneys received from the collection of income taxes

under chapter 30 of this title that-is-not-depssited-in-the

income-tax-windfalii-reserve-account-pursuant-to-tsectien—-53

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- -408;:

and

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

fund for state egualization 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 ptovided in 15-31-702, ghall be

depeosited 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.

€33(4) 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.
t43(5) Thirty-three and one-third percent of the total
collections of the o0il severance tax under chapter 36 shall
be deposited into the local government block grant account
within the state special revenue fund. After the
distribution provided for in 15-36-112, the remainder of the
cil severance tax collections shall be deposited in the
general fund."
Seetion-F+--Section-15-30-19817-MEA;-is-amended-to-reads
#35-30-10kv--Befinitionss~--Por--the--purpose--ef--this
chapter7--unisss--atherwise--reguired--by--the--eentexey-the
fatiowing-definttions-apply+
t1y--lBase-year-structurel-means-the-foliewing-etements
of-the-income-tax-atructures
{a¥--the-tax-brackets--estabiished--in--15-30-19037--but
unadjusted--by-subsection-t23-t3}-0£-15-306-103;-in-effect-on
dune-38-of-the-taxabie-years
tb}—-the--sxemptions--eontained-———in-~-15-36-t12y---but
unadjusted--by--subaectiona——{7}--and--t83r-—-of-15-38-1i27-in
effect-on-June-39-of-the-taxabie-year;
tey--the-——maximem--standard——-deduetion——-previded---in
15-38-1227-but-unadjustad-by-subsection-t2y-0f-15-38-1227-%n

effeact-en-dune-38-of-the-taxabie-years
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fi#—*“eansumer——price--index"—~meaaa—the-con;umer—price
tndex7-Bnited-Statea-city-average;—for-ati-itemsy;—uasing—-the
1967 --base--5f-~180-—-as--pubiished--by--the--burean-eaf-Iabor
statistica-of-the-H:Sr-deparement—-of-tabers
t3y--4pepartmenti-means-che—department-of-roveanner
t4y-—4Pividendi--means—-any--diseribuetion--made--py---a
corporation-—-—onk---of-——ikm--parninga-—or-——profite-—to--tes
aharehotrders-—ar-—membersy--whether--in-—cash--ar——in--ocher
propertf—-cr——in-—steck—ef—the-corporationT—oeher-than—steck
dividends-as-herein-defined:--%Stock--dividandat--means--new
stock-—--issued;--for--surpius—-or--profits--eapiraltized;--to
sharehoiders-in-propertion-to-their-previcus-hotdingax
+5%--UFiduciary!-means—a-guardiany--trustee;-—axecutorsy
administratery-rectivery-conservatory-or-any-persony-whather
indtviduat--or--corperate;-——acting-in-any-fiduciary-capaeiey
for-any-perssny-trust;-or-estates
t6)--UPorergn-conntryl-or-—-4foreign--governmenti--means
any——4urisdiction—-other—--than--the—-one-embraced-within-the
Hnited-Statesy-iea-territories-and-pessessionss
t+?y--46ress-incomel-means-the-taxpayerls—-gross--inceme
for—-fmderal-income—tax-purpeses-as-defined-in-section-61-cf
the-inteznai-Revenue-éede—ef—i954-oe—aa-thae—section—may—-be
tabeted--or--amendedr-—exciuding--unempioyment--compansation
inciudﬂd—in—fedetai—gross—énceme—-under—-ehe——provisions-—of

section--85-0f-the-internat-Revenue-€ode-pf-1954-as—-amanded-
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{81--sinfiation-fackarli-means-a-number--determined--for
each--eaxabte——year-by-dividing-the—censumer-price-index-for
dJune-cf-the-taxable-year-by-the--consumer--price—-index--for
duner-1986-1983~

$93--tinformation--agentsi-—incindes——ati-—individuats;
corporationay-assoeciations;-and-—parenerships;--in--whatever
eapacity-—-actingy-incltuding-lessees-or-mortgagers-sf-rent-ar
personal-property;-£iduciaries;-employers;—and-ati--officers
and--employees--of-the-state-or-ef-any-munieipal-ecorporation
er-potitical-subdivision-ef-the-state;-having--che--controi;
receipby-—-custody;—-dispesatr--ar-payment-cf-interesty-rents
satariesy-—-wages;-—-premiums;-—-annuitien;-—--compensacions;
remuperationsy——emotumenta; —-or--pther-fixed-er-determinabie
annuat-er-periedicat-gainsy-profitar-and-income-with-respece
to-which-any-persen—-or--fiductary-——ia--taxabite--under—-this
echapters

+183-LHnowingliyt-t1a-as-defined~in-45-2-103+

t11)-"Net--taxabie--incomel--means--the--adjuseed-greas
tncome-of-a-taxpayer-tess-the--deduettons--sliowed--by--this

chepter—-isa--the-—federai--taxable-—-income--of--a--taxpayer;

ineluding-interest--received--from--sbligations--of--another

atzte—or-potiriecai-subdivision-thereofr-teass-the-adjusemanta

specified-in-35-38-313-

t123~"Nenrestdenti--refers—-co-—-a—-person--whe--has-not

established-a-residence-in-rhis--state--during--the——taxabile
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years

t12){33)-4Patdly-for-the-purposes—of-the-deduetions—and
eredits—under—this-chapter;-means-paid-er-accrued-or—-patd-or
tneurredr——and--the-—terms—-Upatd--or-itncurredi-and-tpaid-or
accruedt-shaii-be--construed--according——to-—the--mechod--of
accounting--upen--the--basts--of-which-the-taxabie-income-ts
computed-under-this-chapter~

ti4y-LPart-year-resident!-refars-to-a-taxpayer-whe-is-a

restdent--of-—thia-—-state--and—-another--state--during--—the

taxpayeris-taxabie-years

t33}{35)-YPurpesetyi-in-as-defined-tn-45-2-103+

f111;;191—"Rgceived“7—£or-the—purpoae—of-conpututicn-of
takabre-ineome-under-this-chapter;-means-recetved-or-acerned
and--the--term—-Ureceived--or--accryedi—-shaii--be-construed
according—to-the-method-ef-—acecounting--upon--the—-basts——of
which-the-baxrabie-income-is-compuced-under—this-chapterr

t15){k7y-“Residenti-applies-eniy-to-naturai-personsa-and
tnctudesy--for--the--purpose-of-determining-tiabititey-to-the
tax-imposed-by-thias-chapter-with-reference-te-the-income--ef
any--taxabie--yeary--any--persen--demiecited--itn-the-state-of
Montans-and-any-other-person-who-maintaina-a-permanent-piace
of-abode-within-+the-seate--even--though--temporarity--absent
from---the---state--and--has--not--established--a--pesidence
elsevwheres

ti6-"Paxabte-incomes-means-the-adiusted--gross—-income
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ef-~a——taxpayer--iess-the-deductions-and-exempeions-provided
for-in-this-chapters
+37+£368)-tPaxabie-yeari-means—~the--taxpayeris——taxable
year-for-federat-income-tax-phrposess
108139y -LPaxpayeri-—ineindes-~any-person-ecr—fiductarys
resident-or-nenresidenty-subject-to-a-tax--impesed--by--this
chapter-and-does-not-inciude-corporationszt
Section-B---Section-315-36-163;-MEA7-i8-amended-to-read:
435-39-3037-—-Rate--cf-~taxs--ti}-There-shati-be-tevieds;
eottectedr-and-patd-for-ecach-tarable-year-commencing--on--or
after-Beacembar-3317;-1968-19867-upon-the-net-taxable-income-of
svery--taxpayer—-subject—to-this-taxy-after-making-atiowance
for-exemptions-and-deductions-as-hercinafter-provided-except

those-subiect—to—subsection-{2y7;--a--tax—-on--the--foliowing

brackets-of-net—taxable-incomez-as-adjusted-under-subaection
{t23-{3})7-at-the-fortewing—ratess
tay--on--the-firse-517600-0f-taxablie—tncome-or-any-part
thereaf;—2%;
{tbjy--on-the-next-517886-of-taxabie-income-or--any-—part
thereofr-3%7
tey-—on——-the--nexe-52;000-0f -taxabie-income-cr-any-part
therecf;—4%7
tdy—-on-the-next-$2,000-0f-taxaple-income-or--any--part
thereefy-5%7

tef-~on--the--next-$27088-cf-taxabte-income-or-any-part
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theresfy-6&s
+£}-——on-the-next-527066-0f-taxable-inceme-or-—any——-part
thereofy—F%;
tgy-—en——-the—-nexe-$4;880-of-taxabia-incone-or-any-part
therect;-8%r
thy-~asn-the-next-5$6;006-of-taxabie-income-ar-—any--part
therecfs-9%+
tiy-—on-—the-next-5157800-of-taxable-income—or-any-parte
thereof;-168%;
t9¥--en-any-taxable-income-tn-excesxs-of-$357000-er-—any
part-thereofy-ii %=

tay-——-$0--to--547580--—0of--net-—taxebie—ineomey-4h-of-net

taxabie-+ncomer

fB)y-—-over—-5847500-to-3127608-cf-net—taxabte-incomey;-51i86

plus-6%—of-net—taxabie-income-over-5475865

tey—-over-5125;000-0f-net-tavablie-income;-3636--pius-—-84%

ocf-net-taxablie-income-pver—5:25844<

{2}-~Ffhere—-shaii--be—-ieviedry--cotlecteds-and-paid-for

each-taxable-year-commencing-on—or-after-pecember-337--15867

apon——the—-net-—taxable——-income—-of--avery—taxpayer-£filing-a

return-naing-the-married-filing-separakte-status-a-ecax-osn-the

foliowing-brackets-sf-net—taxabie—income;-as-adjusted--under

aubsestion-{3};-at-the-follewing-ratress

ta3-—58--te--527256--cf--nee--taxaplie-incomer-4%-0f-nee

taxable-incomer
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f{b}--over-9237250-to-$67600-of-nat—taxable-—incomes--498

giua—ﬁ%—of—net-taxabie—income—ove:—5272507

fe)--over-567636—05—net—taxabie—incumef-saisfp}us—ei—of

net-taxable-income-over-565600~

f?}iii-—ay——Novembef——i——ef—weuch——yeaf7—the—departmenb
shati-muitipiy-the-bracket-amount--contained--in-—subsection
Subsections--ti}~--and--t2}—-by-the-inflatisn-factor-for—that
taxabia-year--and--round--the--eumuiativa——bracketa--to--the
nearest--5160--FPhe-resniting-adjuated-brackets-are-effactive
Eor—that~taxahie—yeaf-nnd—shaii—be—used—-aSA»the——basis——fcr

émpesieion——of«the—tax—in—:ubsecbion—aubseetiohs—f%}—nnd-f21

of-this~seceianctt
Section-9:--Sectton-15-36-3857;-MEBA;—iu-amended-to-read-
%35-38-185---FPax--en--nonresident——-—-—- attermnative--eax
baseé—-On-groa:-saiesr——fi)-a-iikemtnx—is-imposed—upon-every
person-—net-resident--of-~this--stater——which-——tax—-shaii--be
}eviedr——co}iectedf—and—paid—annuniiyrat—the—rntea—apecéfied
in—15—30—i93*with—respe¢t-to—his-entire—netvincome—ns—herein
deEéned—Eram—akl~ptoperty—owned——and--Ercm--every——businessr
trade7~—proéesséen7-—ar—occupatian—carried—on—in—this-state7
f97——Pursuant—tc~the—proviaiens—ef—hrtie}e—iiiTfsectien
27~o£—bhe-Muitistate—Tax*Eempaet7—eVery—nanresidenb—tﬂxpayer
required-to-fite-a-return-and-whese-enty-activity-in-Montana
consists-of-making-sates-and-who-dees-not-swn-or-—rant——real

eatate--or--tangibite--personat--property--within-Mentana-and
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whose-annuai-gress-voiume-of-sates-made——-in--Montana——during
the-—taxable--year-does-not-exeeed-$1067088-may-etect-to-pay
an-income-tax-of-}F2-of-1%-of-the--doltiar--volume--ef--gress
sates--made--in--Montana--during--the-taxabie-years~Such-tax
shaii-be-in-tieu-of-the-tax-taxes--impesed--under--15-368-163

and--{section-183:-FPhe-gqroas~votume-cf-sales-made-in-Montana

during-the-taxabte-year-shati-be-derermined-acecoarding-to-the
previsions-of-Article-—I¥;-~sections--16--and--1¥;--of--the
Mut+istate-Fax—-Eompactr®
NEW-SEQPIONT--Section-107--Mantana-—atternacive-minimum
eaxs——{i}-A-minimum-tax-shall-pe-teviedy-cotitected;—and-paid
for-each-taxabie-year-comnencing-on-or--aftér——Becember--31y
19867 ~~upan--the--tneome--of-—every--taxpayer-subject-ta-the
provisieons-of-this-chapter:
t2}--A-peraon-who-is-a-resident-oaf-Montana-shaii-fiie-a
Montana-atbternative-minimum-tax-recurn—-if-hes
tay--¢s--required--by--section--55---af-—-the--internat
Revenue---€ocdey———te-~pay---a--federai--atternative--minimum
taxs-or
tby--has-received-interest-from-obiigations-af-—anether
astate--or-potitical-subdivisien-thereof-tchat-are-exempt-£from
tarxation-pursuant-to-section-103¢ai-ef-the-Internat-—-Revenue
Ecde-and-the-amount-of-interest-exceeads:
t1y--5407;00085;-f-married-fiting-sotntiys

t+:)-53076687-+f-single-or-head-of-househotdr

=19~ HB 904

11
12
13
14
15
i6
17
18
19
20
21
22
23
24

25

HB 0904/03

+£411-52070007-if-mareied-£fiting-separatetysr
t33--A--person--whe--is--a--nonresident--or-—who--ts--a
part-year--resident--ef-—-Mentana--shati---fite---a---Montana
atternative--—minimam--tax--return-—if-he-has-one-or-more-tax
preference-ttems-as-definad-in-sections-55-through-59-of-the
internal--Revenne--ode—~that——are--attribueable--to—-income
derived--from-sources—-in-this-atate-and-that-income-exceedss
tay--548700687-tf-marrted-Etting-jointtys
tby~--936;8087-tf-singte-ar-head-of-househald;
tcy-~-92678887-tf-married-fiting-aeparatetys
t4}--For-a-resitdent;-the-taxpayeria-federal-atternative
minimum-eaxable-incomer-iess-the-appiicabie-exemption-ameunt
pravided-for-in-section-55-of - -the-—-internat--Revenue——Eodey
must--be-—increased--by-the-amount-of-interest-received-£rom
obiigations-—-of--ansther--state—-or--potiticai—--subdivision
thereofy-which-sum-shati-be-reduead-by-the-£fottowings
ta}--atl--intereat--received--from—-obligations—-af-the
Brntted-States—governments
tb)--aii-vaiiread-retirement-benefitar-and
tey-—aii-income-earned-—-by--an--enrotied--member--ecf--a
federatiy--recognized—-indtan-tribe-white-tiving-and-working
osn-a-faderaliy-eatablished-indian-resspvacions
t5}--tay-For-a-nenresident-or-parer-year--resident;—-the
taxpayeris——federal-atrernative-minimum-taxabie-incomer-iess

the-appiicable-exemptien-amount-provided-for-in—-seet+on—-55
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of--the-internai-Revenue-Eodey-must-be-prorated-to-determine
hias-Montana-alternative-minimum-taxabte-tneome--Fhe-preraced
ineome--ju-—arrived--at--by--dividing-—the--Mentana---inceme
determined--pursuant-—t5—-15-30-131--or--ftsection-13i-by-the
federat--adinated-—graas——-income—--and---muitipiying---this
percentage--by--the--taxpayerta—-federat-ateernacive-minimum
taxable-tneomes
tby-—Fhe--taxpayeris———prorated---Montana---atternative
mintmum--taxabie--itncome--ia--then--ndijusted--to-inciude-the
interest-recetved-frem-obligactens-ef—-another——-atatse——or--a
potiticat--subdivisien—therecf;-if-the-interest—ia-naed-in-a
s¢nde;-oceupation;-or-businesa-carcied-on-in-thia-states
tey--Phe--taxpayeris-——preraced-—-Montana-—--~atternative
minimam~taxabie-income-must-then-be-reduced-bys
tiy--mil--interest--received—-from-—obtigations-——of-the
Hnited-States-government;
tiitd-att-ratirond-recirement-benefitar-and
tiit+y-mti-income-earned-by--an—-enrotred--member—-of--=a
fadermity--recognized--¥ndian-tribe-white-tiving-and-werking

cn—-a-federatiy-estapiished-indian-reservations

td¥—--Por---restdenta;---nenresidents;———and---part-year
residents;-——a-——cax---rate-—--of ~—54--shati--be--appiied--te
ehe -—-Mentana-—-atternative——minimum--—taxabie-—-tncome----Fhe
eaxpsyer*—Asha}}*-—pay--the——grenter—-nmaunt—cf—the-—ﬂontana
aitternntive~-—mintmoam-——tax——-or-——the--—eax---provided---for
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int
t£)—-15-38-231;-if-m-residents
£123-15-30-131r;-if-a-nenresident:-or
ttity-taection-13},-1f-a-pare-year-reaidents
t6y-——Each—~taxpayer--ahati--furnish--with-—his--Montana
atrernative—-minimum--tax--return--a--copy--of--hits——£fedarai
atternative-minimum-tax-retoens
Sectiten-t8v--Seetton--35-30-1117--MEA;——ta--amended--to
reads

435-38-11tc-—-Adjusced-—gress-Montana-net-taxabie-income

for-reatdentsr-—-{i}--Adjusted--gress--Mentana—-net-—taxabie

tneceme-—for-residenta-shati-be-the-taxpayerls-federat-income
tax-adjusted-gress-caxabie-income-as-defined-in--section—-62
of--the-internai-Revenue-€ode-0f-1954-sr-as-that-section-may
be-tabeted-or-amended-and-—in--additicen-—-shaii--ineciude--the
fotiowing-
ta}—-aii--interest--received--on-obltigationa-ef-ancther
state-or-territory-or--county;—-—municipality;—-districe;--er
ether-potitienl-subdivision—therects
fb?——gii“—refunds——received—-ef-»Eederaiv~income—tax—gﬂ
19877-to-the-extent-the-deduction-of-such-tax-resuiced-in--a
reduction-of-Montana-tncome-tax-liabilicy;-and
tet—-that--portion—-~af--a--sharechotdaris-—inecome—-nnder
aubhchapter-St-of-Ehapter-t-of-the-fnternat-Revenue--Eode——of

1954--that-has-been-reduced-by-any-federai-taxes-patd-hy-the
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subehapter—Sc-corperation-on-the-incemes
t2y--Netwithstanding--the--previsions—-of--tha--faderal
internati-—-Revenne-—-Code~--of--1t954--aa--iabeted--or-—amendedr

adjusted-gress;—Moneana-net—tarable-income-does—nrot—-incinde

the--foilowingz——which--are--exempt-from-taxation-under-this
ehapter s
tay--ati-itnterest-income-from-obhitgations-of-the-tnited
States---government;-——the---state--—of---Montanay-—--countys
muanicipatityr——--districty——or--sther--poitticai--asubdiviaion
therenf;
tb}--interest-income-earned-by-a--taxpayer--age—-65--o¢
oider--in--s-——-taxabie--year--up-—-te-and-+netuding-58808-for-a
eaxpayer-fiting-a-separate-recurn-and-5$x7608-for-each--joint
return;y
tey-—ati-benefits-received-under-the-Pederat-Empioyeest
Retirement-Act-not-in-execess-of-537606+
tdy-~ali-—benefitss——not-itn-excess-of-5368;-received-as
an-annuityy;—pension;--or--endowment--under-——-any--private--or
eorporate—retirement-pian-ar-systemsy
tey--ati--benefits-—paid-under-the-teachersi-retirement
taw-which-are-apecified-as-exempt-fron-taxaticn-by-19-4-3067
tEy--ati-benefits-—-paid--under--Phe--Pubtiec--Empioyeesnt
Retirement--System--Act--which--are-specified-as-exempt-from
taxation-by-:19-3-1855

tg}-~ati--benefies--patd-—under--the---highway---patrel
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retirement--}av——uhieh-are—specified—a;-exempt-irem—eaxaticn
by-19-6-705+
fh?——aii—chtana—ineomg—tax—reEunds-ar—credita-therea€7
fi?-—aii-benefits—paid—undef-iQ—i}—6027—i9—ii-6947—-nnd
i9—ii—665———tc——retired—-und——disabied~-Eireféghtersr*-theif
surviving-aponses-and-srphanas
tj}-—aii-ﬁbenefits—ﬂpaid—-under——the——municipai—-poiice
efftcaral-—petirement-—system--that--are-specified-as-exempt
frem—tcaxation-by-+9-9-1005+
fkf——gain—required—te-be—recognized‘—by-—n--iiquidating
eefpofatien-under-ts-ai—iiafiffa}fiijr
fi?*—aii———tips——ccvered——by—~sectien——346th}*“ef——the
internat-Revenue—Bode-cf-19545-as-amended-and-appitcabie—-on
dantary-- 7-—i9837-received—by—petaona—Eer—aefvieea-rendered
by—them—tu—pntrcns-oé-premise:——iicensed—-to—wprovide—-foodr
beverager-or-todgingr
fmi——a1l-—wheneEits-~—reeeived--—under-uuthe-—-werkersl
esmpensation-taws7-end
fn?——a}i-heaibh—ingurance—premiums-paid—by—an——empieyer
fot—-au-—empicyee-“if——nttributed—*as—inccme-to—the—empicyee
ynder-federat-taws
f31--in—the-ease—of—a-shareheider—ef—awcarpcration—wkth
respect—bo-wh&eh—the—eiection-provided—éor-qnder--:ubchapter
Sf——ei—-bhewiaternai—Revenne—Eade—oE—i9547—as—amende67—is-fn

effe:t—hut—with—respeet—to—whtch—the—eiectinn——provided——fa:
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uttder--15-331-2802;--as—-amended;--is--not-in-effectr-adiuated
groas-ineome-does—not-itnciude-any-part-of-the—-esrporationts
undistributed--taxabie——income;--net-operating-ioss;-sapital
gains—or—ather-gains7—profits7——arv—&eseea—-reqn&ted--to-*be
tnetuded--in--the--sharehoiderts-federat-income-tar—adiusted
gross-income-by-reason-ecf-the-satd-etection-under-subchapter
S--However;-the-sharehoiderts-adiustead--gross——incema——-ahaii
tnciude~--actuat--distributions--from--the-corporation—to—the
extent-they-woutd-be-treated-as—-taxabie-~-dividends—-i+f-—the
subchapter-S--election-were-not-in-affeet:
t4y--A--shareholder--of-—a-Bi5€-that-ias-exempt-from-the
corpa:aticn—ifcen;e-tax—under’i5*31—ieifi?tij—shail——in:iude
itn-his-adiusted-gross-income-the-earnings-and-prefitas-of-the
Bi5€--tn-the-same-manner-as-provided-by-federat-taw—{section
9957;-FInternati-Revenue-8odey-for-atl-periods-~-for--which—-the
Bi5€-etection-ta-effectives
t5}--A--taxpayer--wher--in-determining-federat-adjustad
qross—inceme;-has-reduced--his--business--deductiens—-by--an
amount-for-wages-and-sataries-for-which-a~federat-tax-credit
was—-elscted--under-section-44B-of-the-internali-Revenue-Eade
of-1954-cr—as-that-section-may-—be--iabeted--or--amendead--4a
aliowed-to-deduct-the-amount-of-such-wages-and-sataries-paid
regardiess——of--the-cradit-taken:—Pha-deduction-muar-ba-made
in-the-ytar-the-wages-and-~satartes-were-used-to-cempute--the

eredit<——In--the—-case--eof--a--partnership-cr-smati-busineas
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corperationy—the-deduction-munst—he--made--to-—determine-—-the
ameunt-~-pf--income--or--tosn--of-~-the--partnership--or-smati
business—cerperations

{6} —Married-taxpayera-£filting-a--jeitnt--federat--return
who-—must--itnciude-part-cf-thetr-scctai-security-benefita-or
part-of-their-tier-i-ratiread-recivrement-benefica-tn—faderal
adjusted-gross—income-may-spiit-the——federmit--base-—-used--in
eatentarion--of--federai-rarvable-socint-spacurity-benefita-or
federai-taxabie-tzer-i--ratiroad--retirement-—~benefits--when
they--fiie--separate-Montana-income-tax-returns--FPhe-faderad
base-must-be-split-equaiiy-on-the-Mencana-returens

t#3-—A---taxpayer—--receiving---petivrement--—-disabiiiey
benefits——who-~-has--not--attained--age--65-by-the-end-of-the
taxabie~-year-and-whe—has-recired-as-permanentiy-and--tetatiy
disabied-—may--exciude-from-adijusted-grean-income-ap-to-5160€
per-weaek-received-as-wages—cor-payments-in-lieu-of-wagea--for
a--period--during-which-che-employee-is-absent-from-werk-due
to-the-disabitity---If-the-adjusted-greass-income—before-this
exciuston-and-before-appltication-ef-the--ewo-carner——marcied
coupie-—-deduction-—exceeds--51570007--the-excess-reduces-the
exciyaion-by-an-equat-ameuntr-Fhis--timitation—-affaces-—the
amount--of-exciunaiony-bur-net-the-taxpayeris-ettgibitity-for
the-exciusionz-—-If-eiigibles-—married-individuais-shali-appiy
the-exciusion-separatetyr--but——the--limitacion--for-—-income

exeeeding—-s&svBB9—is—determined—wibh—respeeb—te—the-spouses
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on-their-combined-adjusted-gross-incemer-Por-the-purpase--of
this--subaectiony;--permanentiy--and-—-totaiiy-—-disabisd-meana
snablie-to-engage-in--any--substantiat--gatrnfui--pectivity—-by
reason--of--any--medicatriy--determined--physicai--or--mentat
impatrment-tasting-or-expected-to-iast-at-tease-~t2-—-months-

tbi—-atit-raticread-retiremenc—benafitas

ted--ati-benefits;-not—in-eaxeess-of-$376807-received-as

an-anndityr-penstens-or-endowmentc-under-any-publiey-pr+ ates

or-corpeorate-retivement-pltan~er-system-other-then-a-ratiread

recivement-pians

{d}~--ati—-income--earned--py--an--enrolied--membar-cf-a

federnity-recognized-Indian-eribe-white-tiving--and--werking

an-a-federatty-estabiished-Indian-reservaeions

13)--A--taxpayer--who--etects-to-itemize-his-deductions

from-ineome-on-his-federal-return-for-tax-year-1i987-and--whe

ts--reguired--to--pay-additionai-federal-tax-due-in-1983-for

the-1586-tax-year-may-deduct-the-federat-tax--paid--in--1987

from-his-Mantana-net-trpcomes s

Section-1iv--Seection--15-30-4317--MCA;--ia--amended-—¢o

readr
435-38-13t+v--Nonrestdent---and--—-temporary-—--resident
taxpayers-———adinsecad-gross-income----deducticns-Montana~-net

taxabie--tneome--for—-nonresidents:——{tij--¥n--tha-case—-of-a

taxpayer-other-than-a-resident-of-thia--state,—-Montana--net

tarable--income—-for--nonresidents--is-derived-from-adjusted
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gross-income—from-sources--within——and--witheut--the--statey

determined-as—-fotiowas

fa}--Montana--adiusted-gress-income—inciuvdes-che-entire
amount-of-federat-adjusted-gress-income—from-sources-—within
this——-stata;———bue--ahati--doea--nob--tnetude——income—-from
annuities;-interest-on-bank--depeosits;——interest--con--bonds;
notes;--or--ather—interest-beartng-obtrgationsy-or-dividends
on-stock-of-corporations-except-to-the-extent-to--which--the
some-shati-be-are-a-part-of-income-from-any-businesss-trader
professiony-—--ar---secupation-—carried-~en--tn-—thia-—-asrare:
interest-income-from-instatiment-sates-of-reat--or--tangibte
commerciat--or--business-property-tocated-in-Montana-muat-be
incivded-in-adjusted-gross-incomer——~-Adjustead--gross——-income
from---ssurces-—-within--and--without--this—-state--shaii--be
attecated-and-apportioned--under--ruies-—-preseribed--by--the
departments

t2¥-—in-the-case-of-a-taxpayer-other—-than-a-resident-of
this-—-state--who-is-a-resident-cf-a-atate-chat-imposes-a-cax
on—-the-income-of—natural-perscns-residing-within-that-state;
the--deductiena——attowed--in—--computing---net---itncome---are
resericted--to--those-direcely-connected-with-the-production
of-Mentana-incomes

t3+-—in-the-case-cf-a-taxpayer-atitér-than-a-resident-of
this~-state-who-is—a-resident-of-a-state that-does-net-impose

a-tax-on-the-income-of-naturat-persens-restding-within--that
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state;——the--deduections--atiowed-in-computing-nee-income-are
restricted-te-the-greater-of-these-directiy-retating-to--the
preduction-——of--Montana-income-or-a-prorated-amount-cf-those
atiowed--under--15-36-12i:-—-Por---the-—-purpases---ef-——this
subsecttons-deductiona-atiowed-under-15-38-3121-appty-oenty~to
earned--income-—and--most-be-prorated-asecarding-to-the—-catio
that-the—taxpayeris--Montana--earned--income--bears-—to--his
federat-earned-itneames

(4}——A———tempcrary——resident—-;ha}}——be-~aiiowed-—those
deductions-and-the-credit-under-15-32-109-atlowed-a-residant
to-the-extent-that-aneh-deductions-or-credit--were-—actunity
inenrred-—or--expended-—in-—-tha--seate-of-Mentana-during-the
course-of-his-residencys

{93--For-the~purposes-of-this-sectionr-2earned--incomes
shati--be--defined-as-the-same-term-is-defined-in-section-43
of-the--internal-—Revenue--€ode;--or--as--that--seeecion-—-may
subsequentiy-be-amended~

t6y—--Notwithatanding——the-proviszons-of-schaectiona-¢2¥
and-¢3yr-any-contributian-made-after-pecember-3t+--19027--to
the-——state——of--Montana--or--a-politicat-subdivision-thereof
shati-be-an-atiewabie-deduction-—-tn--computing--net--imnecomes
Phe--drduetion-~is--subject-—to-the-timicattona—set-forth-in
section-178-of-the-Internat-Revenue-—cede-cf-1554;-as-mbated
or-amendeds

tby-—Po-determine—-his-Montana--net--taxabie——incomey——a
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nonresident-——may--deduct—-£from—-his--Montana--adjusted-gross

income-onty-the-feilowing-items<

ti}--a-prerated-part-of-the~federat-exemption--provided

for-in-section-15i-ef-the-internal-Revenue-Eedes

tity-a——-prorated--part--ef--the——taxpayeris——federaily

ailowed-home-mortgage-interaats;

titiiy-a--prorated--pare—-cf--the--taxpayeris—-federaily

allowed-medical-expensessy

tivi-ati-sums-donated-to;

th}--an--organization-quaitified-under-section—5683{cyt3}

of-—the-—-internat--Revenune--Eode--—to——--receive-——tax-exempk

conkributionss-which-conducts—ies—prineipat-aetivity—in-this

Abater-or

{B}--the-state-cf-Montana-or-a-politicai-subdivision-or

agency-thereofs

tvi--ati-railread-retirement-benefitas

tviy-ali--—interest---recetved-——-€rom——-tUnited—--States

obiigationsy

fvity-ati-incame-earned-by--an——enroltted--—member--of--a

fadarally--recognized-—Indian-tribe-white-tiving-and-working

on-a-federally-estabiished-inditan—reservations

trvitiy-interest-and-tares-on-Montana-property-used--for

the-preduction-of-Montana-incomes

tey--Fhe--prorated--part--referred-—-to~-in-—subacetions

iiftbffi}‘thtough-ti}fbffiii}—is—determined——by—-muitipiyigﬂ
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the--retic--of--Montana--adjusted-——gross--income-—to-federat

adjusted-gqress-income-by-the--federatiy--atiowed--deductions

specified-in-subsections-{}jtby{iy-through—ti}{brtiziy~

{tdy--Fhe--deparement-may-adopkt-rutes-far-atiseating-and

appertiening-adjusted-groas-income-from—scurces——within--and

without-this-states

t?3t2}--For--purposes--of--chis--section;——“instatiment
sales’-means-sales-in-which-the--buyer--sgrees--to--pay—-the
setier-in-one-or-more-deferred-instatiments-

t3}--Fhe--nenresidentis--Montana--net-taxabie-income-ia

subject-te-the-rates-provided-in-15-36-363<4

NEW-SBEFEONT--Sectian-12-——~Montana-net--taxabie--income
for--part-year--residentsr-——ti}--Fo--determine--Montana-net
taxabte-incemer-a-pare-year-resident--may——deduct-—-frem—-his
Montana-adjusted-gross-inecome-a-prorated-part-cf-his-federat
standard--deduction--or--a--prorated--part--of--the-ttemized
deductions-—attowed--by--the--Internat--Revenue-—Eondes~—-Fhe
deduetion--atiowed-in-this-section-must-be-the-same-as-caken
by-the-texpayer-on-his—-£federat-return--for-—the--year-———Fhe
prorated—-paret-—ita--determined--by--muitipiying-the-ratio-of
Montana-adjusted-gross--income--to——-federai--adjunted--grons
income-by-the-standard-deductions-ar-itemized-deductionss

t2y——For--purposes--nf--this-—section;-Montana-adjuaced
groas-tncome-ts-determined-as-foltiawss

ta}--Montana-adjusted--grass—-income--inciundes--£federat
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adfusted--gross--income-from-ati-sources-received-during-the
perisd-of-residency-and-ati-interest-income-from-instatiment
sates-sf-reat-sr-tangibie-commerciat--or-~business—-property
tocated-in~-Montanay-less-the-following:
tif--att--interest--recetved--from--obiigatrons—-of-the
United-States-governmantey
ttty-att-ratiroad-retirement-tncomes-—and
tiiiy-mil-income-earned-by--an--envratiad--membear--af--a
federatiy--recognized--indian-tribe-while-tiving-and-working
on-a-federatiy-estabiished-indran-reservations
tby--Monktana-adiusted-gross-income-does-nat-tncinde-the
fottowing-uniess-a-part-ocf-income-from--a--business;-—-tradey
profeastony-or-ccoupation-carried-on-in-this-states
fty--tnecome-from—-annuities;
tity-tnterest-on-bank-depositas
fitiy-itnterest-———on———--bonds;----norea;-—-—-osr-———ather
interest-bearing-obtigatienss—or
tivy-dividends-on-sesck-of-corporationas
t3¥--FPhe--part-year--residentls--Mantana--net--—caxable
income-iz-subject~te-the-ratea-provided-in-15-36-383=
Seerion-13:---Sectinn--15-30-132;--MEA;-—t3--amended--ta
reads
U35-36-132+--Ehange-froam--nonrsaitdent——to--resident--or

vice——versa——ei—eesidency—stabn::--iE—a—taxpeyer—changea-his

status-from-that-of-resident-to-thar-of-nonresideant-ar--from
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that--ef--nonrestdene-to-that-ef-restdent-during-the-taxabie
yeary-he-shalti-file-a-return-covering-the-—-£freection——-of--the
vear-during-which-he-was-a-restdentr-Fhe-exemptions-provided
tn--15-30-117--shati--pe--prorated--on-che-vratio-the-Montana
adjuseed--gress--income-~beara--to-—-federai--adjusted-—groas
incomer—-—-A---Montana--cttiren--moaving—-ovt--of--the--seatey
abandaning-his-residence-in-the-states--and-—estabitshing--a
residence--eisewhere--must-—fite--a-return-on-the-fractionat
basia--if-he-sbtaina-employment-euntaide——the-—state-—-withone
abandening--his--Montana--residancer--then--inceme-£from-such
emproymene-is-taxablie-in-Montanaz®

Section-ité4s--Section--15-38-1357--MER7--ta--smended--ts
reads

435-38-335---Pax--on--beneficiarites--or--frductaries-eof
estates-sr-trustaz-—{i}-A-tax-shati-be-imposed--upon--eithesr
rhe——fiductaries--or-the-beneficiarien-of-eatates-and-truaes
as-hersinafter-providedr;-except-to-the-extant--such--estates
and-truses-shaii-be-are-heid-for-educationatr-charitabley-or
religicus-—-purposes;—~which--tax-shati-be-teviedr-cotiected;
and-paid-anndatiy-wich-respect-to-the-income-of--eatates——or
ef-any-kind-of-properey-hetd-in-ernstr-inciudings

+ay—-income—-received-—-by--estates--of-deceasad-parscns
Anring-the-pericd-of-administration--or--settiement--of-——the
estate;

thi-—tncome--accumuiated--in--truae--for-eche-benefit-cf
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uabsrn-or-unascertained-persons-or-persons-~with-—ceoneingent
interesta;
tey-~itncome--hetd--for--future--distribution--under-the
terms—of-the-wiltt-or-ernser—and
td}--income--which-—-is--eo--pe---distributad--——to--—the
benefictaries——-periedicaliy;——-whether--or--not—-at——reguiar
intervalsy-and-the-inceme--cotiected-—-by--a--guardran--af--a
#inery-co-be-hetd-or-distributed-as-the-conrt-may-directs
t2y—-Phe--fidueiary-shati-be-responsitbte-for-making-the
return-of-income-for-the-estate-or~trust-for-which-he--actssy
whether-—the-fiduciary-or-the~-beneficiaries-are-taxable-with
refecence-to-the—income-of-such-estate-or——trust:——-Iin-—cases
under--subsections—-tay--and--tdy--of--aubaection——-ti};-—-the
fidueiary-ahaii-inciude-in-the-return-a--stacement——of-—-aach
berefretaryts--distributive--share-of-net-incoemer-whether-ar
nee-diseributed-before-the-ctose-of--the-—taxable--year--for
which-the-recurn—is-made-
t3}-—¥in--cases-—-—under--sebhsectiona-tats-{tby7-and-tci-of
subsection-tiy;-the-tax-shaiti-be-imposed-upon-the--fidueiary
ef--the--estate——ar~-brust--with--respect-to-the-Montana-nae
income-of-the-estara-or-trust-——and--shati--be--patd--by—-the
fiductarys---if--the--taxpayeris-—net-income-for-the-taxabie
year-of-the-estate-or-trust-is-computed-upon-the-basis-of--a
period--diffarant--from-that-upon-the-basts-ocf-which-the-neat

income—--af-—-the--esktate-—-gr--trust--ia--ecomputeds-—then—-his
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diatribative--—share-af-the-net-income-cf-the-ssbare—or-trast
for-any-accornting-pertod-of-such--estate--or--trust--ending
within-—the--fiucalr--or-catendar-year-shati-be-computed-upon
the--basis--on--which—-such--beneficiaryla-—net——income-——i=
computeds——In-such-casesy-a-beneficiary-not-a-resident-shati
be-taxable-with-respect-to-his-income-derived--threugh--suech
estate~or-trust-onty-to-the-exrent-provided-¢tn-35-38-3+33-Ffar
itndividuatas-eeher-chan-residentss
t4)——Fhe-fiduciary-ocf-a-truse-ereated-by-an-empioyer-as
a-part-of-a-stock-bonuay-pensien;-cr-profit-sharing-ptan-fer
the--exetusive--benefit-~of-some-or-att-of-his-empleyees;y—-te
which-contributions-are-made-by-such-~empioyer-or--—empioyeesy
or--bsthy--for-the-purpese-cf-distributing-te-such-empieoyees
the-sarninge-and-principal-ef-the-fund--accumuiaced-—-by——the
trust--itn--accordance--with--such-plany-shati-not-be-taxabte
under—this-secttonry-bat-any-amount-zonteribuyted-to-such—--fund
by-—the--empioyer--and—-all--earnings--ef-sueh-fund-shali-be
tneruded-in-computing-the-tncome-of-the-distributee——in--the
year—in-which-diseributed-or-made-avaitablie-to-hims
t593~-Where-any-part-of-the-income-cf-a-erust-ather-than
a-—testamentary-trust-tS-or-may-be-appltied-to-the-payment-of
premiums-upon-paticies-of--inavrance--on—-the--tife--of--the
grantor--texcept--poticies—-ef-insurance-irravecabty-pavabie
Eor-the-purposes-and-in-the-manner-specified-reiating-to-the

so-eaited-Sehartcable-contribuetont--deductiony-—or--to--the
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payment--of--premiums——upon-pelicies—of-tife-insurance-under
which-the-grantsr—is——the-—benefictaryy--such--part--of--the
income-—of--the-trust-shali-be-inciuvded-in-computing-the-net
income-af-the-grantorss
Section-15r--Section—-15-38-3367-~MEA7-—-t3--amended--to
reads
L}5-38-136--—Computation-of~income-of-estates-or-trusts
----exemption:——-{ti}--Excepe--as--etherwise-previded-in-this
chaptery—Ygross-incomet--of--estates——or--trusts--means--atil
income-—from--whatever--soanrce-~derived-tn-the-taxablte-years
ineciuding-but-not-itimited-to-the-fattowing-ttamsas
{ay——dividendar
tbi-—interear-raceived-or-aceraedy--itnctuding--interest
received--en--ebtigations-of-ansther—-state-or-territory-or-a
countyy-—-municipatieyy---distriebr-—-pr---other—---potitical
subdivistion--therecf;--but-—-exclunding-—-interest--income-from
obligations-afs
ti}--the-tnited--States——government--or——the--state-——of
Montanar
triy-a-achooi-diserices-or
txtty-a—--ecountys——--municipalityr--diserict;—-or--other
potitieat-subdivision-of-the-states
tey-—tncome-from-partnershipa-and-octher-£fiductartess
tdy-~groas-rents-and-royaleiea;

{ey-—gain-frem-aate-or-exchange—ocf-propertys--tnectuding
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those——gains-that-are-exeinvded-£from-gross-inceme—for-federak
fiduciary-inceme-tax——purposes——-by--seetion--64itey-—-of--the
internal-Revenue-€ode—of-13547-as-amendeds
tf¥--greoas-profit-from-trade-er-businessr-and
tgy-—refunds--reenversd--on-~federat-income-tans—to—the
axtent-the—deduction-of-such-tax-resuited-in-a-reduction-—of
Mentana-inceme—tax-tiabiiteys
t23--Ein-~cemputing--net-—-tncome;--there--are-altlowed-as
deducticns:
tay--tnterest--expenses--deduccibte--for-—-federai---tax
purposes--according--to--section-163-of-the-Internat-Revenue
Eode—of-19547-as-amended;
tby-—taxea-patd-or-acerued--within——-the--taxabte——yeary
inetuding-—-but-—net--timited-—to-—federai--income——taxy—-but
exciunding-Mentana-income—tax;
fey-—that—-~frduciaryts--portien—-of--—depreciation---or
depietion--whieh--ts--deduetibie--for--£federat--tax-purposes
according-to-sections-163y-6337--and--642—-of--the--Internai
Revenne—Code-of-19545-as-amendeds
tdt--charrtablte--conteributions--that-are-deduceibie-for
federai-tax-purposes-aceording--to--section--642tcy--of--the
interasi-Revenue-Code-of-19547-an-amendeds
tey-—administrative-expenses—ciaimed-for-federat-income
tex--purposes;—-nccording—-to-sections-2i2-and-642{gt-of-the

internat-Revenue-€ede-of-13547-as-amendeds-tf-such-—-expenses
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were—-not--ciaimed--as--a--deduction-in-the-determination-of
Montana-inheritance-tax:
tft--tesses--frem--fire;--stormy--shipwreck;--or——-other
casuatty-or-from-thefey-to-the-extant-not-compensated-for-by
tnsurance--er-othervise;-chat-are-deductible-for-federat-tax
purposes-according-to-section-165-0f-~the--internal--Revenue
Eode-o0f-1954,-as-amendeds
tg¥--net--sperating-ioss-deductiens-ailtowed-for-federat
inceme-tax—under-seccion-642¢dy-of-the-internai-Revanue-code
cf~19547-as-amended;-except-eatatas-—-may--not-~citaim-—-icases
that-are-deductible-on-the-decedentia-final-returns
thy--ati---benefita-—-received—-as—-federal--empioyees*
retirement-—nok-in-excess~-of-337688+
ti}-—ati-benefits--paid--under—-the--Montana-—teachersa+
reciremenc-3ystem-chat-are-specified-as-exempt-frem—taxation
bPy-19-4-386+
t3y-—eti---benefita-—-paid--under--the--Mentana--Publiec
Empioyeesi-Retirement--System—-Act--that--are-—speetfied--as
axempe-from-taration-by-:9-3-165-
th}-—-ati———benefireas-—-pard--under--the--Montana--highway
patroiments-retirement-systam-that-are-specified-—as--exempte
frem-taxation-by-19-6-365+
tiy--Montana-income-tax-refunds-er-credita-therecfs
tmy--ati--benefies-patd-under-193-11-682;-+3-11-6047-and

19-11-685-to-retired-and-disabied-firemen-or-their-surviving
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spouses-or-chitdrens
fn}—-a}}——heneEits-—paid—-under—-the--municipai--poiice
oéEéeees*——:etirement--system-—that--are*apecified—as-exempt
from-taxatien-by-1+9-9-1005+
to}-—ati-benefits-not-in-excess-cf-9360-received-an—-an
unnuityv--pen:icnf-—or——endowment—under—privabe~er—cetporate
fettrement-plans-or-systemss
f3}—-in-the-case—of—a-shareheider-oE-a—cerporqtic -with
respect—Evahéeh—the—eiectien—previded—Eot—under——subchapter
Sr--of--the-internal-Revenue-€ode-of-19547-aa-amendedr-i9—in
effect—hut-with“respect—he—whieh—the—eiectien--provided—-for
under--15-31-282--ts--not--in--effeety-—net--income-does-not
tnetude-any-part-of-the-corporationis-undiateibutred-—taxable
ineemey-—net--operating—-ios37—eapitui-gains—er-other-gain:r
profits;--or--iesses-~required--to--pe——-inciuded-—-in-——the
shareheider*a—federal-ineene*tax—neb—income-by-reasan—of—the
etection--under-subechapter-9r--Howevery-the-sharehoideris-net
tneeme--shaii---inetunde-~-actuwat---diatribukion-~-from--—the
corporatien--to--the--extent--it-would-be-treated-as-taxabie
dividends-if-the-subchapter-S5:-sleetisn-were-not-in-—sffects

ti}--The-Mentana-taxable-income-of-an-estate—er-trust—in-ita

federai-taxable-income-as-provided-by-the-—internai-—-Revenne

Codey--inciuding-interest-received-on-ebliqations-of-anothar

state*—or——a——poiiticai—-subdivision——the:eo57-~reduceé-——by

inte!est-—received--ftam—-obligatéons——of——the-ﬂnéted—States
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governmentr
t4112}--Fhe-fettowing-addztionat-deductions-shati-be--A

deduction--is-—-attewed-in-deriving-tanabie-income-of-eatates
and-trustss
tat--any-£for-the-amount-of-income-for--in--the--eaxable
year——currentiy--required-to-he-diseributed-to-beneficiaries
for-anch-yearss
tb}--any-sther-amounta-propesriy—-patd--or--credited--or
required-to-be-distributed-for-the-taxabte-years
tef--the-—amount—-of--66%k——-of—-the--excess—-of--che-nee
long-term-capital-qain-over-the-ner-shert-term-capitat--toss
for-the-taxabie-years
t51--Fhe-—-exemption—-ailowed--for-estates-and-trustas-is
that---exemption----provided----in----15-39-112¢{2y{tay----and
35-36-332+0§<8
Section-16+-—-Section—-15-38-t4ty--MEA;—~-ta—-amended--to
reads
£35-30-1437--Fax-as-peraonat-deber--Every--tax——imposed
by--this—-chapter-and-alil-inereases;-interest;-and-penatties
thereon-snati-be-are-from-the-time-they-are-dne-and--payabie
a--personat--debt-£rem—-the-person-or-fiduetary-tiablie-co-pay

the-samne-to-the-stater——Paxpayers-fiiimg-a-joint-return——are

deintiy-——and-—severaliy--itiable-for-the-tax-and-any-interest

and-penatty-uniess—the-deparement-deberminesy-based--on--the

criteria--in-——section--66iJ{e)-of-the_Enternal-Revenue-Geadey
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that-a-spouse—is—retrieved-of-tiakbititys4

Section-1Fr--Section——15-36-1427-MECA;—~is--amended--to
reads

1315-38-t42--Returna—-Filing—-ef-returns-and-payment—-of

tax----penatty-and-itnterest————-- refunds———--— ereditar——-{1y)
Every--singte-—itndividuai--and--every-married-individumi-nae
£iting-a-joint-return-with-his-or-her-sponse--and--having—-a
gress--irnecome-—-for-—the-taxabie-year-of-mere-than-$170007-as
adjustced-under-the-previstons-af-subassctiton—+737-and-marriad
tndividuatis——not--fiting--~separate--returns-—and--having---a
combined-—-gross——-income--for—--the--taxabte-year-of-more-than
$27;0007-as-addusted-under-the-provisiens—-of-—subsection--+73

subject-to-a-tax-parsuant-te—this-chapter-whe-is-required-by

sectron--68iz2-of-che—Iinternal-Revenue-Eode-to-fite-a-federal

income—tax-return-or-whe-receives—imcome—in-excess—of-5576086

from-obligations-of-another-state-or-a—petitical-asubdivision

thereof;-shati-be-is-itabte-for-a-raturn-to-be-fited-on-such
farma-and-accordrng-to-such--ruies--as-~che--deparement—-may
prescriber——-Fhe--gross—-income--amounts--referred--to-in-the
preceding-sentence-shati-be-increased-by-3860+--as--adjusted
under-—-che--provisiens--of—-15-30-112¢t7y--and--t837-for-each
additionat-personal--exemptien--aliowanee--the--taxpayer--is
entitled-—-eo—-etaim--for--himaetf--and--his-—apause—-under
15-39-112¢3y-and-t4¥-~A-nonresident--shali--be--requiread--to

fite-—a--return--+f--his--gross—-inecome-for-the-taxabie-year
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derived-from-seurcea-within-Montana-exeseds——the-—amount--of
the-—exemption-deduetion-—he-is-entitied-to-claim-for-himseif
and-his-spouse-under-the-provisteons--0f--15-30-232¢2y7--t3}5
and-{4};-as-prorated-according-to-15-30-212¢6)+

t24--¥n--accordance-—with-instructiens~set-forth-by-the
deparementi-every-taxpayer-whe-ts-married--and-—tiving--with
husband-osr-wife-and-ts-required-to-frie-a-return-mayr-nt-his
sr-her-optiony-fite-a-joine-return-with-husband-or-wife-even
though--one--pf--the--apoensesa-—has--neivther-grasa-inecome-nor
deductronsr-if-a-jotnt-recurn-is--made;——-the-—tax——shaii--be
eomputed--on--the-agqregate-taxabie-itncome-—and-the-tiabitity
with-respect-te—the-tax-shati-ba-jeint--and--severat--3f--o
jornt--return-has-been-fricd-for-a-taxable-year;-the—spouses
may-not-fite-separate-returns-atter-the-trme~for-filing--the
return--of--either—~has—-expired--nuniess--the--department-ac
conaentss

t2)--Every-persen-who-is--required——to--frie~-—a-~-return

under--subsaction-——{i}--shatt--use-che-same-fiting-status-te

file-hts-state-return—as--that--used-—by-—-him--te--fite——his

federat-returns
t33--ff--any--such--taxpayer--:s-nnabie-to-make-his-own
return7—the-return*shnii*be—made—by-a—duiy-authori:ed-—ageﬁg
orffby-—a--guardian—orfother~perscn—charged—with—rhe-care—oé‘
the-person-or-property-of-such-taxpayers

f4¥--Aii-texpayersr—inciuding-but-not-timited-to--these

—-42- HB 904



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0904/03

subject——to—hhe-previafona“of—}ﬁ—as—iei—und—i5—36-24i7—shaii
compute-the-amount-of-ineome-tax-payabte-and-shati;——at——the
time-~a£-—§§}éng—the-return—required—by—thia-chapter7—pay—to
the-department—any—baiance—of—inccme-—tax*-remaining-—unpaéd
aEter-crediténg-the—amannt-uithheid-as—prov&ded—hy-i5—39~262
and/or—any-pnyment—made—by—renaon—oﬁ-an-estimated—tax—return
provided——for-én—i5—39—24}7—provided7—honever;—iﬁ-the—tax—sa
cemputed-is-greater—by-§i-than-the—-amount--withhetd—~andsor
paid-by-e:timated—retufn—aa"providedwinwthis-chapterruié—the
amount--of--tax--withhetd--andyer--payment--sf-astimated-tax
exeeeds-by——more—-ehan——si«—the--ameunt——oE—~tnccme—-tax--aa
computed7-~the——baxpayer—shaii—be—ig—entieied-tu-a—refund—oi
the-excess:
t5¥--As-3con-as-practicabie-after-the-return-is-~fitedy
the-department-shaii-examine-and-verify-the-taxs
f6j——ff——the-—amcune~of—tax-as—verified—is—greater—than
the—amount-theretofere-paidf-the—excesa—shai}—be—paid—by-the
taxpayer-to-the-department-within-60-days--aftear—-notica—~of
the--amount--of--the-eax-as-computedy-with-interest-added-mé

the-rate-of-9%-per-annum-374-o0f-3%--per--menth--ar--£raction

theresf--on--the-additionai-taxs-in-such-case-thera-shatii-be
no-penaity—because——of--snch-~understabement1—-prcvided——the
deficiency--is-paid-within-66-days-after—the-firat-notice—of
the-amount-is-mailed-te-the-taxpayers

t7+--By-Nevember-1-of-each-year7;—the--department—-shaii
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muitipiy—-the--minimum--ameunt-of-gress-income—necessitating
the-£iting-of-a-return--by--the--infiation--factor--for--the
taxable--year:-Phese-adjusted-amounts-are-effective-for—that
taxabla-yeary-and-persons-having--gross--incomes--iess—-than
these-adjusted-amounts-—are-not-required-to-£fite-—a-returns

¢8y--Fndividuat--tncome~~tax--forma--distributed-by-the
department-for-each-taxabie-year-must--contatn--tnatructions
and--tabtes--based--on--the-adjusted-base-year-atepeture-—for
that-taxable-yeap-t

Section-18---Secrtion-~15-36-144;7;--MEA;——tas-——amended--to
reads

135-38-t44---Pime--for--fiting----—- extenstons-of-times
tiy-Returns-shati-be-made-to-the-department-an-ar-before-the
i5¢h-day-of--the--4eh--month--foliowing—-the-—close——cf--the
taxpayeris--fiscai--yeary--or-—itf--the-return-is-made-on-the
basts-of-the-catendar-yeary-then-the-recnrn-ahati-be-made-on
or-pafsre-the-15eh-day-of-Aprii-foirtowing-the-ciose-—of--the
caiendar-year:-Each-return-shall-set-forth-such-facts-as-the
department-constders-neceasary-for-the-proper-enforcement-of
thia--ehapter--—Fhare--shaii--be--anneyed-to-such-return—the
affidavit-or-affirmation-of-the-persons-making-the-rerurn-te
the-effect—that-the-statementa-—contained—-theretn--are--trues
Biank--forms—-of-return-shati-be-furniasbked-by-the-department
upon-application;-but-fatiture-te-secure-the-form--ashaii--not

re}n}eve——aﬂy——taxparef——of'Bhe‘obii‘gﬂt‘tﬂﬂ*to*lﬂakE‘ﬂﬂ’— return
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required—under-this-tawr-Bvery-taxpayer——tiabie——for-—a—-tax
under-this-law-shaii-pay-a-minimum-tax-of-3$1+
t2}--An-—antomatic-6—month-extenston-ecf-time-for-£iiing
a-return-is-attewed;previded-that-on-or-before-etha-due-date
cf-the-returny-an-applticatien-is--made--on--forma--avariabie
from-che-deparement—or-in—writing-co-the-depatiments

t23--Fhe-—--person--making—-the--return--may--sbtain-—an

antomatic-4-month-extension—ef-time--for—-fiting--a-—-retnrny

subject-to-rhe-fatiowings

{at—~An-—appiication-for-extension-must-be-fited-before

the-due-date—-£for-£fititng-the-return-on-a-form--preseribed--by

the-deparement~

tby--If-the-appiicant-is-not-regquired-cto-make-a-federai

ineome—-tax--returny--he--must--indicate-—that--fact--on-the

apptication-for-extension-fited-with-the-departments

ftet--An-antomatic-extension-cf-time-to-make--the--seate

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

income-tax-dnev-Fhe-appricant-muast-catentate-and-remic--with

the--applicaticn-—-the—-tanx-——-due;—iess-withheid-tax-payments;

sarimated-tax——paymentsy--and--tax--credits--for--which--the

appticanc-—may—be-etriqibies

tdy-—3€-the-appticant-underesrimates-pis-tax-dus-by-1B%

er--more;--he—is--iiabie--for-—penatties-and-imteresr-under

15-30—323-from-the-date-the-rax—its-dues

t3y--Fhe-department--shaii--grant——an—-appiication—-for
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extension——-of -time--far—-filing--a--return-if-the-appitecant

submits-mn-nppiicntion-as-set-forth-in-subsection——+t23---Fhe

department-need-net-notify-an-appitcant-of-ita-determinatian

untess-it-denies—the-applicatrion:

t43--A--perssn-—qgrantad--an--automatic--extension-ander

subsection—{2y-may-he-granred-an-sdditional——extension;--not

to-—-excasd--2--months--from-the-date-for-friing-a-recurny-+£

upon-further-appiication-the--person--shows--gecd--cause--em

recetve-—-another~~extensatons-—Fhea-filing-of an-appeat-from-a

deniat-sf-the-appitcation-for--ancther--exrenston—-dees--not

stay-the-time-for-£filing-the-returnst

Section-19:--Section--15-30-1467 -MEA;--ta--amended--to
reads

135-38-146---Featting-of-atAarute—-cf--ititmitations: ———Fhe
running--of--the-—statuce--af-Iimitacriensa-provided-£for-under
$5-348-145-shati-be-suspended-—during--any--period--that——the
federai--starute--ef--timitarions—-for-coitection-of-faderat
tncome-tax-has-been-suspended-by-wreitten-agreement-signed-by
the-taxpayer-or-when-the-taxpayer-nas-instituted--an--action
which--has--the--effect-~of--suspending--the--running-of-the
federal-statuce-of-timitations-and-for--i--additsonat--years
If-the-taxpayer-fatis-te-£ite-a-vecord-of-changes-in-federai
taxabie---income--—-or--an--amended--return-—as-—-reguired--by
15-38-3847-che-atacure-sf-jimications-shati-ret-appiy——unt+d

5--yeara--frem-—-the-date-the-£federnt-changes-become-finat-or
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the-amended-federat-return-was-£fited.-If-the-taxpayer--omits
from-—-gross——income--an--ameunt-—properiy-incivdabie-therein
which-ta-in-excess-of-25%-of-the-amount—-of--adjusted-—gress
net-—tarahle-—-income--stared-—in-—-the-return;-the-statute-of
timitations-shati-not-appiy-for-2-additionat-years-from——tche
time-specifred-+n-315~36-1245:4
Section-20---Sectien--15-30-1627;--MEAy--is--amended--to
reads
135-38-1627-—investment-credit-recapturer—-{ti}-There-ts
aliowed-as-a-credit-against-the-tax—imposed-by—-15-36-183--a
percentage——cf-—the--credit——atiswed-with-respect—to-coareain
depreciable--property-~under--sectiton--38--of--the--Einternal
Revende--Eede~~sf--19547-as-amendedy-or-as-section-3I8-may-be
renumbered-or-amendedr-Hawevers-rehabiltieation-coses-as--set
forth-under-section-46tat{2}{P}-cf-ethe-Iinternat-Revenva-cade
of--13547-~-or-—as--section--46¢tat {2} tFr-may-be-renumbered-ar
amendedy-are-not-to-be-included-in-the--computation--of——the
investment-—credits--FPhe—-credit-is-aitowed-for-the-purchase
and-instattation-of-certatn-quatified--property--defitned--by
section-J@-of-the-Internat~Revenne-€ode-of-1954;-as-amended;
tf--the--property-meets-ait-of-the-foriowing-qualtificacionss
tay--it-was-ptaced-in-service-in-Montana;-and
tby-~it-was-—used-for-the-production-of-Montana-adjusted
gross-inesmer

t2y--Fhe-amount-of-the-credit-attowed-for--the——taxabie
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year——is-5%-of-the-amount-of-credit-determined-under-section
46tatt2i-af-ehe-internat-Revenune-Eade-of-319547;-—as-—amended;
or-as-asmction-46{ar{2}-may-be-renumbered-or-amendeds
t34-—Notwithstanding--the-provistons-of-spbsection-t2¥57
the-investment-credit-aliewed-for-the-taxable-year—--may—-not
exceed--the-taxpayeris-tax-itiabiitty-for-the-taxabte-year-or
$5887-whichever-is-tesss
t4y-——if-property-for--which--an--tnvestment--credit--ts
¢ctaimed--1as--used-both-instde-and-outstde-this-stater-onty-a
portion-af-~tha--eredit--is—-atlowed-—-Fhe--credit--must--be
appertioned--according--to-a-fraction-the-numerator-of-which
ts-the-number-of-days-during-the-taxabte-year--the--property
was-—tocated-—-in-Montana-and-the-denominator-of-which-ta-the
number-of-days—-during-the-taxabie-year—-the--taxpayer--owned
the--prepereyr——-Fhe-investmene-credit-may-be-appiied-onty-te
the-tax-tiability-ef-the-raxpayer—-whe-purchases--and--ptaces
tn--service-—the--property-for-which-an-investment-credit-ia
ctaimedr-FPhe-ceredic-may-not--be--aiitocared--batwean—-spouses
uniess--che--preperty--is--used--by--a--partnership-or-asmati
business--corporation--ef--which--they---are---partnera-—--or
shareheoldera~
t5)--Fhe--investment--credit——-aliowed--by--this-secrien

taken-by-a-taxpayer-pursuant—to-thia-echaprer-ia--subject—-to

récupture——as——previded—~Ecr——:n——sectien—4?’of—the—internai

Revenue-Eode-o0f-19547—as-amendedr;-ar-as-section--47--may--be
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renumbered-or-amended- %
Sectien-2iz--Section--15-34-3037--MEA;-—it3-—amended--to

reads

Except--in-—acecordanee--with--proper--judictat--order--or-as
etherwise-provided-by-iaws-tt-is-uniawful-for-the-department
or-any-deputyy-gssistantr-agenty-cterkr-or-other-cfficar--or
employee--te--divuige-or-make-known-in-any-manner-the-amount
sf-ineome-or-any-particuiarea—set-£forth-or-disctosed--in-—any
report——or--return--required-under-this-chapter-ar-any-other
itnformation-secured-in-the-administration-ef--this--chapters
fe-—ts--aisc-untawfui-to-divuige-or-make—known-in-any-manner
any-federat-return-or-federat-return-—information-—-diaciosed
en—-any-—return-or-report-required-by-ruie-sf-the-department
or-under—-thts-chapters
t2}--Fhe-cfficeras—charged--with--the--ceatody--of--such
reports-—and-returna-shati-not-se-regquired-to-produce-any-of
them-or-evidence-of-anything-contained-in-them-in-any-action
ar--proceeding--in--any--courky-—except-—tn--any--actien—-or
preceeding--te--which--the--department——is-a-party-tdnder-the
provisions-ef-this-chapter-or-any-other--taxing--act--sg--on
behatf--of--any-party-te-any-action-sr-precesdinga-under-the
provisiona-of-this--chapter-——or--such--sther--act--when--the
reperts-or-facts-shown-theraby-are-directiy-inveived-in-such

action-—or--proceedingay-in-etther-af-which-aventa-kthe-—canre
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may-regquire-the-production-af-and-may-admie~-in-—evidence--so
much-~of-—-said--repsrts-or-ogf-the—-facts-shewn-thereby-as-are
pertinent—te—the-aceton-or-proceedings-and-no-mores
t34~-Nothing-herein-shati-be-eonstrued-to-prohibits
tay-—-the-detitvery-to-—a-taxpayer-or-nis-duty-—-authorized
representative--of--a-certified-copy-of-any-retirmn-sr-repsre
fited-in-connection-with-his-tax;
tby--the-pubiication-of-statistica-an-classifisd-aa-~-¢o
prevent-—the-identification-of-particular-reports-sr-recurms
and-the-items-thereof;-or
tey--the-inapection-by-the-attorney--generat--cr--other
iegat-represantative-sf-che-atate-cf-the-report-or-return-of
any--taxpayer--who-shati-bring-action—to-set-aside-or-review
the~--tax--based--thereon--er--against--whom--an--action---or
proceeding-—has—-beep——-itnetituted--in--accordance—-with--the
provisisns-of-15-36-311-and-35-36-322~
{4}--Repearts-and-returns-shati-be-preserved-for-J-years
and-thereafter—-antit--the--department--orders--them--to--be
descrayeds
t53--Any-offenase-against-subsectiona-{1j-threugh—t43-of
thia-—-section--shati--be--punished--by--a-fine-not-axceeding
5+7000-o¢r-by-imprisenment-in-the-county-jait-not-exceeding-1
yeary-or-bethy-at-the-discretian-of-the-court;——and--tf--the
offender-be-an-officer-or-empioyee—of-the-state;-ine-ahatt-be

dismissed-£from-sffice-and-be-incapable-of-hotding-any-pubiic
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offrce-tn-this-stare-for-a-peried-of-t-year-thereafter-
t6¥--Notwithstanding--the--provistons--of-this-sections;
the-department--may--permit——-the--commissienar--of-—-internal
revente-~of--the—-Hnited-States-er-the-proper-officer-of-any
state-imposing-a-tax-upeon-the-incomes-af-individuats-or--the
anthortred--representative-cf-etther~such-officer-to-inspect
the-return-ef-income-cf-any-individuai--sr——may--furnish--ee
such-officer-or-his-authorized-representative-an-abatract-of
the--return-—-of--income-af-any-individnai-oe-suppty-him-with
tnformation-concerning-any-item-of-income-contained--in--any
return—-or-—disciosed-—-by-the-repert-of-any—investigatien-of
the-inceme-or—-return-of-income-of-any-individuat;——-but-—such
permiasicon-shatri-be-granted-or-such-information-furnished-to
aneh——-officer——or-his-repressntative-enty-+f-the-statutes—of
the-tnited-States-or-of-such-other-state;-as-—the~-ease--may
bey--grant--subatantiatiy--simirtar--priviieges-to-the-proper
sffieep-of-this-state-charged--with-—-the--admintstratron--of
thia-chapters
t#3--Further7--notwithatanding-any-of-the-provistons-of
this-seetiony-the-department-shati-fernians
tay--to-—tha--deparemene--of-—justice--ati--infarmacien
necessary--te--tdent:fy-—those--persons--gquatifying--for-the
additisnai-axemption-for-bitndness-pursvant-+ta-15-38-+12t435
fsr-the-purpose—of-enabiing-the--department--cf--justica-—ta

administer-the-provisions-of-61-5-:85s-and
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tby--to--the--department—-of--ssciat-and-rehabititaeion
services-information-acquired-under-35-36-301;-pereaining-to
an-appticant-for-public-assistance;-—reascnabiy-necessary-for
the-prevention-and-detectian-of-pubtic-assistance-frand-—-and
abusez-provided-nottee-to-the-appiicant-has—-been-~given:®

Seetion-22;--Section--15-31-2827-~MEA7—-its-—amended--to
read:

435-33-282---Election-by-~smaii--business--corporations

ti¥--A--smati-busraness-corporation-may-etect-that-has-made-a

vatid-etection-under--Subehapter—--5--of-—-Ehapter--i--of--the

internai-—Revenue--Code--is--not--to~be-subject-to-the-taxes

impesed-by-this-chapters
t24--ff-a-amati-business-ecorporation-makes-an--ektection
ander-subsection—tiyr—-ehens
tay--with~--respect---to---the--taxabie--years--of--the
corporation-for-which--such--etection--is--in—-effect;—-such
corporation—--ts-—not——subject--to-—the-taxes-imposed-by-this
chapter-and;-with-respect-to--such--taxabie--ysars--and--atl
sgccending-~taxablte-yearsr-the-provistons-of-this-part-appty
to-sueh-corporatient-and
tb}--with-respect-to-the-taxablie-years-of-a-sharehelder
of-such-corperation-in-which-or-with-which-the-taxable-years
of-the-corporatian-foar-which-sueh-etecticon-ta-in-effect-endy
the~provisions-of-this-pare-appiy-to-such--shareheider;--and

with--respect--to--snch-—-etaxablie--years--and--aii-sueceeding
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taxabie-yearsr-the-provisions-ef-this--part—-appiy--to-—such
sharehstder~

t33--An--election-—dunder-subsection-tijy-muse-pbe~-made-in
aceordance--with--rutes--prescribed--by-—the--department—-oé
revenues

t23~-A-smati-businesas-corporation-that-has-made-a-valid

eleetion--dnder——Subehapter——S-—-of-Chapter-1-of-the—fnternat

Revense—Code-shaii-fiie-by-the-i5¢h-day-of-the--third--month

of--tts--first--taxahie--year-a-copy-of-the-internai-ravenne

service-notification-or-other-preof--that-—a--vatrid--federal

eltparion--nas——been—-mades-if-such-presf-is-—neet-filted-by-the

time-the-department-receives-—the--corporationis——firae——¢eax

returny——the--department——shaiti-—-netify-the-corporatien-that

such-proof-ia-required-within-68-days-af——the--date—-ef-—the

natice;——If--proof--te--—net-received-within-6d-daysy-er-by-a

reasonable-extension--date--hased--upon—-a--request-—by--the

taxpayer—-prior--to--the--expiration--ef--the--68--daysay-the

corparation—is—subiest—to-the-taxes—imposed-by-this-chapters

t3y-—A-small-business-corporation-+that-has-made-a-vaiid

election-under-Subchapter-5-of-Ehapter--i--~af--the-—internal

Revende--Eofe—-may-elect-to-be-snbject-ta-tha--taxes—imposed

by-this—chapter-by-filing-an-etection-on-a-£fsrm-provided--by

the---department: ——~Fhe--form--muat-—have--printed--on--it--a

nortficatron—that-making-the-etection-witi-snbject-income-teo

tax-under-botn~this-chapter-and-chapter-3g-—-For--tax-——yesars
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beginning--on--ecr-after-January-1;-1387;-but-before-Marech-1;

19887--the--electton-——muat—-be--fited--py--May---35y-—-319868+

Fhereafeear;——thea--ealecrion——must-be-fired-by-the-3i5¢th-day-of

the-third-month-eof-the-taxabie-vear-for-which--the--elaction

j4--to--becone--effectrver——Fhe——ealection-—may-be-revoked-by

weitten-norification-to-the-departments-Such-revocation-must

pe-fited-by-the-15th-day-of-che-third-menth-of-—rhe--caxable

vear-for-which-the-reveacation-is-to-be-effectives

t4y--Phis-—-election-section-ta-—not-effeccive-untess-the
corporate-—net--inceme-—-or--ioss--ef---snch---etecting---the

nenelecting--smatri--bBusrness-——eorporation-is-incinded-ra-the

stockholdersi-adiusted-gross-income-as-defined-tn-15-36-111~

t53--Bvery---electing---nonetecting---smati-——-business

corporation--is-—required--to--pay--the-a-minimum-fee-of-518
required-by-15-31-2045"
Section-237--Sectien—-15-31-2047--MEAF--1a--amended--to
reads
135-31-284--—Minimum—-fee--of——quatifying--corporaciona
unaffecteds-—Hotwithatanding—-the--provisions——of--+5-31-123
corporationa--eltecting--and-quarifying-under-15-31-202-ahati
pay-a-minimam-fee-of-g3g-4
Geaetton-24---Secrion——-15-31-2695--MEA7-~tas--amended--to

read:

etection-under-the-provisions--of~--Subchaptert--S-~ta--either
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terminated--or-revoked-£for—federat-purposes;-the-corperation
muat-—notify--the--deparement--within--30---daya-—-ef---auch
termination--or--revecattons-The-department-may-eerminate-an
eiectian“at—any—bime—if—it—diseovera—-the-*corporatien——dees
not--quaiify-as-a-smati-susiness-corporation-as-provided-£ar
under-the-provisions-of-Subchapter-5-of-the-intarnat-Revenne

Eade-of-1954:-A-corporatien--that--dees--net--have-~a--vatid

federai--election-—for-tha-entire-taxable-year-is-subject-to

tax-under-this-chapterst

Section-25;-—-Seetion--15-32-482,—-MEA;—-ta--amended--te
reads

435-32-482:-~LZemmereint—--—— investment—~——- credit-———-—-
wind-generated-e}ectricity7——f11-An-individuai;-corporationy
partnershipy-or-amati-business--carporation--as--defined--in

$5-31-20+--Subchapter-S-of-Chapter-i-0f-the-internat-Revenue

Sode-that-makes-an-investment-of-55;608-or-more-—-in——eereain
depreciabie--property--quatifying--under--section—-38-af-the
internai-Revenne-Code-0f-19547-as-amended;-for-a~—commercini
system--iocated--in--Montana--which-generates-eiecericity-by
means-of-wind-power-is-entitied--to--a--tax--credit-—against
taxes-—-imposed--by-35-38-183-0r-35-33-121-in-an-ameunt-eguat
to-35%-of-the-eiigibie-ecoatar-to-bhe-taken-as-a—-credie--enty
agatnst--taxes-due-as—a-consequence-of-taxabie-or-net-income
preduced-by-one-of-the-fotlowings

tay--manufacturing--piants--ioeated--in--Montana---that

=55~ HB 3904

10
11
12
13
14
15
16
17
1a
19
20
21
22
23
24
25

HB 0904/03

prodnce-wind-energy-generating-equipments;
tby--a-new-business-facitity-or-the-expanded-poreion-of
an--axisting-—buatness--facitity-—-for-—-which-the-wind-energy
gemerating-equipment-aupplies;-on-a--direct--contract--sates
basis;-the-baste~energy-needed;-or
tey--the--wind-energy-generating-equipment—tn-which-the
investment-for-which-a-credit-ia-being-citaimed-was-mades
t24--FPor-purposes-of-determining-the-amount-of-the--tax
credit-~that--may--be-ciaimed-under-subsection-tiyr-etigtbie
casta-inetude-sniy-those-——expenditures--thae--quatify--under
section-38-af-the-¥nternat-Revenue-Eode-of-19547-as-amendeds
and--that-are-associated-wrth-the-purchaser-instattationy-er
vpgrading-of+
tay-—-genarating-eguipment;
tb}--safety-devices-and-storage-compenentas
te}-——tranamissien--iines—-necessary--to-—connect---with
extsting-tranamission-faciticiesr-and
td}--tranamissicn--lines--necessary-to-connect-direetly
to-——the--purchaser--aof--the--etectricity--~when--—no---other
tranamissien-facitities-are-availabier
t3t--Bligibte---mosts--under--subsection——¢2y-—muse-—he
reduced-by-the-amount-of-any-grants-peavided-by-the-state-or
faderat-government-£for—the-system:*
Section 2. Section 17-5-408, MCA, is amended to read:

"17-5-408. (Effective unless caontingency occurs—--see
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compiler's comments) Percentage of income, corporation
license, and cigarette tax pledged. (1) {a) The state
pledges and appropriates and directs teo be credited as
received to the debt service account 1% 10% of all moneysy
except-—-as--provided--in--15-33-7027 received from the
collection of the individual income tax and 11% of all

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

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

{(b) no No more than #*% the percentages described in

subsection (1)(a) of such tax collections shaii-be-deemed-te

may be pledged for the purpose of 17-5-403(2). The pledge
and appropriation herein made shall be and remain at all
times a f£irst and prior charge upon all money received £Erom
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

-57- HB 904

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

25

HB 0904,/03

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
cutstanding 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 cccurrence of contingency--see
compiler's comments) Percentage of income, corporation
license, and cigarette tax piledged. (1) f{a) The state
pledges and appropriates and directs to be credited as
received to the debt service account 1% 10% of all moneyr
except-—-as--provided-~itn--15-33-7625 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 in 15-1-501, and such additional
amount of said taxes, if any, 4s may at any time be needed
to comply with the principal and interest and reserve
requirements stated in 17-5-405(4)s-previded-that.

(b) ne No more than *¥% the percentages described in
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subsection (l)(a) of such tax collections shaii-be-deemed-to

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

(2) The state pledges and appropriates and directs to
be credited to the debt service account 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 acccunt all money
received from the collection of the taxes on other tobacco
prtoducts 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-29:--Seetiton~-39-3-1957;-MEA7-ia-amended-to-reads

139-3-385--~Exemption—-frem--taxes-—and--legai-precess<

Fhe-right-of-a-persen-ta-a-retirement~alttewance-sr-any-other
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benefit-under-this--echapter--and--the--moneys—-in-—-the--fund
ereated-under—this-chapter-is-not:
tty--subject--to-execution;-garnrshment;-attachmenty-or
any-ather-processs
{2}~ -subject-to-state;-countyr-or-—munteipat--taxes--to

the-~~extent-—-proyvided-+n-15-36-13ii;-excepet-for-a-refund-paid

under-1%-3-703-of-a-memberis-contributions-prcked-up--by--an
empioyer—after-June-3057-1985y-Aaa-provided-+n-19-3-F8tr-or
t3y-—asstynablte--except-as-in-this-chapter-specificaily
providedz!
Section-28-—-Section-19-4-786;,-MEA;-ts-amended-to-read:
1315-4-7865--Bxemption-from-—taxation--taxes--and--tegal
processs———Fhe--pensitons;-—-annuities;—-sr-any-other-benefivra
acerued-or-acerving-to-any-person-under--the--provistena--of
the--retirement-system-and-the-accumutated-contributions—and
eash-and-securities-in-the-variaus—funds-af-—the--retirement
system-ares
{1}-—exempted——from-any-stater-conntyr-or-mantcipat-tax

af-the-state-~of~-Montana-to-the-extent-provided-in-315-30-31iy

except-for-a--rafund--pard--under--19-4-663--of--a--memberts
contributions--picked-up-by-an-empioyer-afeer-dune-387-39857
as-provided-in-19-4-6627
t2¥-—not-subjeckt-te-axecution;-garnrshmenty--attachment
by--trustee--process-—-or-stherwiser;-in-taw-or-equityr-s+-any

other-proceas;-and

-60~- HB 904



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

HB 0904/03

t3y--unasaignable-except-as--spectficatty--provided--in
this-chapterc®

Section-295-—Section-19-5-7847-MEA; - ia-amended-to-read:

8:3-5-F04--—-Exemption-—from--tarxes--and--iegati-procesas:
Any-money-received-or-to-be—-paid--as--a--memberis--anauibyy
state--—annuity;--or-return-of-dednctidna-er-the-right-of-any
of-these-shaii-be-exempt-from-any-state-or-muniecipai-tax--to

the--~extent--provided--in--15-30-111--and-—from--tevyy-sate;

garnishment;-attachment;-or-any-ather-process-whatsocever—-and
shali-be-unassignabie-except--as--specificariy--provided--in
19-5-F457:4
Seesrion-30c-—Seetton-19-6-7857-MEA;-is—amended-to-reads
139-6-7855——-Exemption--from—-taxes--and--iegai-precess;
Any-money-received-ar-to-be--—paid--as--a--memberis--annuityy
state--annnttyy--or-return-cf-dednetions-or-the-right-of-any
af-these—is:
ti}--exempt-from-any-statey—county;-or-municipai-tax—te

the-extent-provided-in-15-38-1+17-exeapt—for—-a--refund--paid

under--19-6-483--cf-a-member‘s—contributions-pieked-up-by-an
empioyer-aftar-June-38y-19857-as-provided-in-19-6-402;
t2y—~exempt-from-ievy;-sates--garpishmene;——attachment;
oer-any-other—pracess;-and
t3¥---—mnassignabie-~cxcept-as-speeificatiy-previded-in
+9-6-76674

Section-3is--Seetion-19-7-3657-MCA;-its-amended-to-read:
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133-3-385---BExemption-from--taxes--and--tegai--processs
Any--meney--received-—or--te--be-paid-as-a-memberis-annuiey;
state-annuity;-or-return-of-deducktions-or-the-right--of--any
of-these-ias

tiy-—-exempt-from-any-stakte;-countyy-or-muniecipar-tax-te

the-—extent--provided-in-15-30-t1i7-except-for-a-refund-paid

under-19-7-364t31-of -a-member‘s-contritbutions-picked-—-up——by
an-employer-after-dune-367-19857-as-provided-in-13-3-463;
t2y--exempt—-from——ltevyr-sater-garnishment;-—attachments
er-any-sther-process;—and
t3y-—unassignapie-except-as--specificatiy--proevided--in
19-F-78672
Section-32+--S5ectien-19-0-0957-MEA;-is-amended-to-raad:
4319-0-805---Exemption--from--taxes--and--iegat-proceas:
Any-money-received-or-to-be--paid--as--a--memberis--annuttys
state-—-—annuityy--er-return-of -deductions-sr-the-right-ef-any
of-these-iss:
ftiy-—exempt-from-any-statey-countys-or-municipai-tax-to

the-extent-provided-in-315-30-131;-except-for-a-~refund--paid

under-+9-8-503-cf-the-memberts-contribuktons-picked-up-by-an

empioyer-after-June-307-19857-as-provided-in-19-8-5627
t2¥y—-exaempt--frem--tevy;-sale;-qarnishment;-attachments

or-any-other-precess;-and
t3}--unassignabie-except-as--specifrcatty —provided--in

19-8-006+4
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Section-33:--Section--19-9-1085;--MEA7--is--amended--to
reads

133-3-1905--—-Exemption-from-taxes:--Any-money--paid--in
accordance——with--the--provisions—-of-this-chapter-ts—-exempt

from-any-stater—countyy——Sf--municirpai-—tax--te--the--axtans

provided-—in--15-30-1ii;-except-a-refund-paid-under-19-9-304

of-a-membarig-concributions-prered-up-by-an--empitoyer--afeer
dJune-38;-19857—as-previded-in-15-3-68: -4
Sectiton-I4r-~Section-—19-13-1003; -—MEAF-—is-—amended-to
reads
139-33-16803+--Exemptiton-from-taxes:--Any-money-received
as-a-recirement-attowanee-in-aceordance-with-che--provisiena
of-this-chapter-is-exempt-from-any-state-or-municipai-tax-te

the-extent-provided-in-+5-38-333-2

Sectien-35--—-Seetion-53-2-10r-MEAF-ts-amended-to-reads
453-2-181---Pefintttonsc-—-Unieas--the-context-requires
otherwises—in-this-chapter-the-foittowtng-definitions--appiys
t1}--tBeparementi-—-means——the—-departmenc-of-sociat-and
rehabitiearion-services-provided-for-in-Pitie-27-chapter-157¢
part-22<
' t2y--2Fubtic-assistance’-or-tassiatances-means-any-type
of -monetary-or-ather-assistance-furniashed-gynder--this--titte
to--a--persen-by-a-state-cr-county-agency;-regardiess—of-the
originat-senree-of-the-aasistances

t3)--“Needy-perseant-is-one-who-is-eligible--fer--pubire
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assiscance-dnder-the-taws-of-this-states
t41—-“Net--monthiy--tncome"--means-——-one-tweifth--af-che
difference-between-the-net-tarabie-income--for--the-—taxable
year--as-the-term-net-taxabie—income-is-defined-+n-35-30-3160%
and-the-state-income-tax-patd-as--determined--by--the--state
tneome-tax-return-fited-during-the—eurrent-years
tSy--“Ward--indianl--is-hereby-defined-as-an-indian-whe
ta-ttving-on-an-indian-reservation—set-aside-for-tribat--nse
o:——is~a—member-ef—a—tribe—cr~nneion-aeeorded—certain-rights
and-priviteges-by-treaty-er-by-federat-statutess-if-and-when
the-federat-Jocitat-Security-Act-is-amended-to-define-a-Sward
indian¥;--such--definteron--shaii--superssde-—-the--faregeaing
deéinibetonst
Seetian-367--Section--67-11-3037--MEA7-—ts-—amended--to
read:
463-13-363:--Bonda-and-ebtigationsr-—{iy--An——authority
may-berrow-—meney-£for-any-ocf-its-cerposrate-purposes-and-issne
tts--bonds-therefer;-inciuding~-refunding-bonds;-in-sneh—-farm
and-upen-such-terma-as-it-may-determine;-payable-ouk-sf--any
revenues--of-the-authorityr~ineinding-revenues-derived-froms
tay--an--airport--or---gir---navigacien---faeiticy---or
Eacilities;
tby-—taxes--teviesd--pursuant——+e—63-1i-38t-or-other-taw
far-atepart-purposes;

tey--granta---er---contributtons-—from-—-the-——fedevat

-64- HB 904



—

oW s W N

140
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0904/03

geveramene s -or

tdy--ochar—scurcess

t2y--Fhe--bonda--may--be--tssued--by--rescitution-of-the
avehority;-without-an-etectcion-and-without-any-timrtacion-of
amountr-except-that-no-sach-bonda-may-be-issued-at-any--time
tf--che-totat-amount-of-prinerpat-and-interest-ta-become-due
in-any-year-on-such-bonds-and-on-any-chen-outstanding—-benda
for--which-—revenpes—-from——the--agme--senree-—ar-scurces—-are
piedged-exceeds-the-ameunt-sf-such-revendes-to--be--racsived
tn——that-yvear-as-estimated-in-the-reseiution-anthorizing-the
tssuance-of-the-bondas--Fhe-apthority-shati-take-ati-—-action
necessary——and--passibie--to--impese;-—-maintainy-and-eottect
ratesr-charges;-rentats;-and-—taxes;—~-if--any--are—-ptedgeds;
suffictent--to--make-the-revenues-from-the-ptedged-source-in
such-year-at-treast-equat-to-the-amount-sf-such-principat-and
tneerest-due~-in-that-year~s

+34--Fhe-bonds-may-be-sotd-at-pubtic--or~~private—-sate
and-may-bear—interest-at-a-rate—nst-exceeding-the-timttation
of--1?-5-t82--Except-as-otherwise-provided-hereiny-any-bonds
issued-pursuant-to-this--chapter—-by——an--auvthortty--may——he
payabie-as-to-principat-and-interest-sotely-from-revenues—of
the--authority-—and-shati-state-on-their-face-the-appiicabie
iimrtations-or-restrietions-regarding-the-seurce—from—-whieh
auch-prinecipal-and-intarest-are-pavabies

t4)--Benda--tasped--by--an--antherity-—-eor--municipatity
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pursuant-to-the-provisions-ef-this-chapter-are--deciared-—to
he-—isaued——for-an—es:entiai-pnbiie-and—gcvernmentai-purpose
by--a--potiticai-—-subdivision--—withén---the---meaning——-of

$5-36-113{2}{tny-for-porposes-osf-tax-axemption—determinations

under—¢the-Internat-Revenane-oder

t5}--Por——the-security-of-any-such-bonds;-the-auchority
or-municipatity-may-by-ressitution-make-and--enter—-ines——any
covenants;--agreementy--er--indenture--and--may--exercise-any
additionai--powers--authorired--to---be-—-sxercised---by—--n
munterpairey--ander-Pitie-3;-chapter-7,-parts-éd4-and-45:—Fhe
Iuma-required--from--time--to--time--to--pay--principai--and
tnterest-—and-te-create-—mnd-marntain-a-reserve—for-the-bends
may-be-paid-frem-any-revenuea-referred-to-in--this--chapter;
prier--to--the--payment--of--current—-cesats-cf-eperation-and
maintenance-of-the-factliciess

t6y-~Subject-~to--the-—-eenditiona---stated---in-~—this
Subsectton-—{6)7--the--governing--body--of—-any-municipatity
khaving-a-popuiatien-in-excess-of--1670008;--with-—respect——ta
boﬂda-éssued~pursunnt—to—this-ehaptef—by—ehe~municipaiity—or
by-—an--autherity-in-which-the-municipattty-+a-ineiudad; may
by-ressiution-covenant-that-in-the-cvent-that--at-—any--time
ati--revennes;--ineiuding--taxesr-appropricted-and-=ailecced
for-suech-bonds-are-tnsufficient-to-pay-principat-ar-intersar
then-duer-tt-witi-tevy-a-general-tax-upon-ati-ef-the-taxabie

preperey-—in-—the--monseipatity--for--the--payment--cf--sneh

—-66- HB 904



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

25

HB 0904/03

defiretencyr——and--may--further--covenant--that-at-any-time-na
deficiency-is-tikelty-to-occar-within-i-year-for-the--payment
of-—principat-and-interest-due-sn-such-bendsy-te-witi-ievy-a
generar-—tax--upon--ati--the---taxable---property———tn---the
munitcipatity--for--the--payment-of-such-deficiencyy-and-snch
taxes-are-not-supject-to-any-timiratien-ef-—sate-—-sc——amount
appiicabla-—to--other--muntcipat--taxes-but-are-timited-to-a
rate-estimated-to-be-suffierent~to-produce-the-amount-of-the
defitetencys~in-the-evant-more-than-ene-muniespatity-having-a
popuitation-in-excess-of-187666-is-inctuded-in--an--authority
tssuing--bonds--pursuant-to-this-chapters-the-municipairties
may-apportion—the-obiigatien-te-itevy-tares—far--the--payment
cf;-—er-—in--anticipaction~--sfr--a-deficiency-in-the-revenues
apprepriated--for--such--bonds--in--such---manner---as——-the
munieipatities-may-determine--Fhe-resslution-shati-state-the
principal--ameunt-and-purpese-of-the-bonds-and-the-substance
ef-the-covenant-respecting-deficienciess--No-sueh-resclution
becemes-effective-nntii-the~question——of--its——appfovai—-has
been—submitted-to-the-quatrified-eiectors-of-the-municipatity
at--a--speciat--etection—-ecaltisd--for--that--purpese-—-by-the
governing-bedy-of-+the-muntcipatity-and--a--majority--of--the
etectors-voting-on-the-question—have-voted-itn-faver-theresfs
Pha—-notice-~and-conduct-of-the-stection-is-governad;-to—the
extent—-appliicable;--as--provided--for---municipati---generat

ebligation-~bends--in--Pitte--F7--chapter-37-part-427-for—an
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etectiton-catied-by-cities-and-towns;--and--as--pravided—-for
county--generat-ebiigation-honds-in-¥itte-Fr-chapter-7;-part
227-for-an-etection-catied-by-countiss--if-a-majority-ef-the
elecrors--voting--thereon--vote--against-—approvai--ef-—-the
resolutieny--the--manteipatity~-has-no-avthority-te-make-the
cevenant-or-to-levy-a-tax-fer-the--payment--of--deficiencies
pursdant-ts-this-sectionrs-but-such-muntcipatity-or-authority
mey--neverthaisss--issde--bends--under--this-chapter-payabie
sotety-from—-the--scurces—-referrad--to--in--subseccian——++4
abovez!
Sectton-3f8:--Seectton-20-9-316;-MCA;-ts-amended-ro-reads
428-9-316---Elementary--scheoi--maximum-budget-schedule
Eor—i985-86i99?—Barﬁ-fi1—Fcr—each—e}ementaf7—-schoa}--huving
an-ANB-ef-nine-er-fewer-pupils;-the-maximum-shati-be-5197959
$195957-¢f-satd-schooi-is-approved-as-an-itsciated-schoei-
{2)--FPor-schoois-with-an-ANB-of-18-pupiis-but-tess-than
iB—pnpiisT—the—maximum—shaii-be-$i97959—$i9795?—pius—$8347}9
§6834--per-pupit-on-the-basis-of-the-average-number-betonging
over-nines
t3y--Por-schools-with-an-ANB-sf-at-least-i4-pupils——but
tess--than--18--puptis--that--quatify-for-inateuctionat-aide
Eunding-under-as—9—3227—the—maximam-:haii-be—5327?i4~§327?ii
pius-G834-8-5834-per-pupti-on--the—-basts—-of--che--average
number-belonging-over-14+

t4}--Por-scheets-with-an-ANB-of-18-pupits-and-empieying
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one--teachery-——the--maximum--shati--be--5277466-5277463-pius
$834+10-§834-per-pupit-on-the-basis-of--the--average--number
beiongtng-over-1i8; not-to-excanrd-an-ANRB-0f-25+

t5y--Fer-achoola-with-an-ANB-of-1i0-pupitis-and-empioying

rwe-fuit-time-teachera;—the-maximem-shati-bhe-3437;852-543784F

pius--$522-46--5522-30-per—pupil-on-the-basis-ef-the-average
number-betanging-aver-if;—not-to-axnceed-an-ANB-of-50+
t6y--Por-achoois-having-an-ANB-in--excess—-of--4f7-—the
Maximum—-on--the--basis--of--the--totat--paptis—+ANB}~in—the
diacrict-for-eitementary-—pupris-wiii-be-as-foticwas
taj--For-a-scheol-having-an-ANB-ef--more--than--48--and
enpioytng-a-minimum-of-three—teachers;-the-mazximum-of-53,938
Shati--be-decereased-at-the-rate-of-51-88-for-each-additional
pupti-untit-the—totat-nambar-—tANBY--shati--have--reached--a
totat-of~-166-pupiis~
{tby--Por--a--schaei—-having--an~—-ANB--of--more-than-100
pupitsr-the-maximum-of-$i7825-shati-be-decreased-at-the-rate
af-51:772-for-each-additicnal-pupii-untii-the-ANB-shait-—have
reached-368-puptiss
tey~-Por--a--achosol--having--an--ANB--of--more-than-300
puptisr-the—maximum-—shati-not-esxceed-9tréBi-for-each——pupii~
t73y--Phe-maximam-per-pupil-for-aii-puptis-tANBy-and-for
nit-eltementary-schools-shaii-be-camputed-on-the-basis-of-the
amount--atiowed-herein-on-account-of-the-tast-atigibie—pupit

tANBy<~-Ali---elementary---scheclis---operated--~within-——the
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incorporated--iimits--of--a-city-or-town-shati-be-treated-as
one-schooi-for-the-purpose-of-thts-achedute il
Seestion-39:—-Sectton-20-9-317;-MCA;-ts-amended-to-reads
428-9-33Fr--High-schesit--maximem--budget—-achedute——far
$905-86--1387-88---t1}-FPor-each-high-schaci-having-an—ANB-aof
24-or-fewer-pupitsy-the-maximum-shati-be-51+37788--91137696+
t2y--Pear--a-secondary-school-having-an-ANP-sf-more—than
24-pupitsy-the-maximum-547738-547737-shati-be--decreased--at
the--rate-—-cf-525-84-far-each-additionni-puptt-untii-the-ANB
shati-mave-reached-a-totat-of-48-snch-puptis-
t3y--For-a-scheol-having-an-ANB-of-mere-than-46-pupttas
the-maximum-of-547324-ahati-be-—decreased--at--the--rare—-af
$525-04--for-—each--additionat-pupsi-nntii-the-ANB-shati-have
reached-190-pupiin-
t4y—-FPer-a-schoot--having—-an--ANB--of -mave-—than——3104
pupiis;-—a--maximum-of-5$2;774-shati-be-decreased-at-the-rate
of-54-32-for-each-addttional-pupit-ontit-+the-ANB-shati-—have
reached-280-pnpiis:
t53--For-—a--sehosi--having--an~-ANB--ocf--more-than—200
puptisy-the-maximum-of-527342-327;341-shati-be--decreaned—-by
52:38——ggzii——for-veach~additéonai—pupii—until—the—hNB—shuii
have-reached-360-puptiss
t6}——For-a-sehoat--having--an-—-ANB--of--mere--than--3886
pupita;-the-maximum-oé-32;164-shatt-be-decrenssd-at-the-rate

of-44-centa-untili-che-ANB-shaii-have-reached-668-puptis-
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t?}-~For--a--scheei--having-an-ANB-over-666-pupitsa;-the
maximum-shati-not-exceed-$17933-per-pupiis

t8}--The-maximum-per-puptt-for-ati-pupiis-tANB}-and-feor
att-high-sehoots-shati-be--computed--en--the--basis--eof-—the
amcunt--allowed-—herein-sn-account-cf-the-tast-etigible-pupii
tANBY+-Att-high-aschools-and-junter-high-sehests—-which-—have
been---approved--and--accredrted--as——junior—-higqh--schooiay
sperated-within-the-incerporated-timits-of-a-city-—or--toawny
shari--be--treated--as--one--scheol--for-the-purpose-of-thia
schedutect

Section 3. Section 20-9-318, MCA, is amended to read:

"20-9-318. Elementary school maximum budget schedule

for-1986-087-and-succeeding-years for 1588-89 1987-88 and

succeeding years. For 1986-87 1988-89 1387-88 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 5$2871508 §197558
$20,158 if said school is approved as an jisolated school.

{2) Por schools with an ANB of 10 pupils but less than
18 pupilils, the maximum shall be $#8+158 $397558 $20,158 plus
$842758 $8:7:30 $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 $337042 $32;05%
$33,042 plus $642750 $B37-386 $B42.50 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 §277;74r S2679i4 527,741

plus 5842556 $837-38 $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 empioying
two full-time teachers, the maximum shall be 544:298 S425976
$44,290 plus $527+66 $5:+-36 $527.60 per pupil on the basis
of the average number belcnging over 18, nat 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) 1in the
district for elementary pupils will be as follows:

{(a) PFor a school having an ANB of more than 40 and
employing a minimum of three teachers, the maximum of $3%795%
§37899 §1,957 shall be decreased at the rate of $+-98 §i=84
$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 $:;B843 $3};?88 $1,843 shall be
decreased at the rate of $i:74 &§¥:69 51.74 for each

additional pupil until the ANB shall have reached 308
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pupils.

{c) For a school having an ANB of more than 300
pupils, the maximum shall not exceed $17496 $745F $1,496
for each pupil.

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

Section 4, Section 20-9-319, MCA, is amended to read:

"20-9-319, High school maximum budget schedule for
1986-87--and--succeeding--years for i388-8% 1987-88 and
succeeding years. For 1986-87 1988-89 1987-88 and succeeding
school years, the high scheool maximum budget schedule is as
follows:

(1) For each high schoel having an ANB of 24 or fewer
pupils, the maximum shall be $i¥47;B845 533137422 $114,845.

(2y For a secondary school having an ANB of more than
24 pupils, the maximum $47785 547643 54,785 shall be
decreased at the rate of $26-18 $25732 $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 S4y237 $4,368 shall be decreased at
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the rate of $26+718 $25-32 $26.10 for each additional pupil
until the ANB shall have reached 100 pupils.

{4) For a school having an BANB of more than 100
pupils, a maximum of $27;862 $27;%38 $2,B02 shall be decreased
at the rate of 54+37% 54724 $4.37 for each additional pupil
until the ANB shall have reached 200 pupils.

(S} For a schecl having an ANB of more than 200
pupils, the maximum of §27365 $27295 $2,1365 shall be
decreased by $2:490 $2733 $2.40 for each additional pupil
until the ANB shall have reached 300 pupiis.

(6) For a school having an ANB of more than 300
pupils, the maximum of 42725 §2;7862 52,125 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 $3v993 $3¥7933 351,993 per pupil.

(8) The maximum per pupil for all pupils (ANB) and for
2l 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 jhnior high schools,
operated within the incorporated limits cf 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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"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 schoola 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 asuperintendent of public instruction has
authority to spend such appropriation, together with the
earmarked revenues provided in subsection (3), as required
for foundation program purposes throughout the biennium.

{3) The fcollowing 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 cocllection of corperation
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 cocal 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 o0il, gas, and
other mineral royalties wunder 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 seccond year of a biénnium 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]."

MEW 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 8¢ arrived at is the amount due the state.

NEW-SBEFPEONs - —Section—41:--Repeategr~~—--——ece—-a Sections
$5-36-112--through~~15~-368-11F7--15-30-i2i-through-15-36-1235

$5-38-2257-~-35-30-+267--35-38-1567-——15-36-25F5——--15-39-16%y
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15-3t-26tv-and-15-31-2887-MEA7y-~are-repeated-

NEW SECTION. SECTION 7. EXEMPTION FOR GAIN ON SALE OR

EXCHANGE OF CERTAIN CAPITAL ASSETS. NOTWITHSTANDING THE

PROVISIONS OF 15-30-111, ADJUSTED GROSS TINCOME DOES NOT

INCLUDE 40% OF CAPITAL GAINS ON THE SALE OR EXCHANGE OF

CAPITAL ASSETS BEFORE DECEMBER 31, 1986, AS CAPITAL GAINS

ARE DETERMINED UMNDER SUBCHAPTER P. OF CHAPTER 1 OF THE

INTERNAL REVENUE CODE AS IT READ ON DECEMBER 31, 1586.

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

superintendent-of--public--instruetion--596--mitiion SCHOOL

POUNDATION PROGRAM for the biennium ending June 30, 1989,

for state equalization aid. THE GOVERNOR TS AUTHORIZED TO

REDUCE THE _ GENERAL FOUND APPROPRIATION TG THE AMOUNT

NECESSARY TO FUND THE SCHOOL FOUNDATION SCHEDULES IN

20-9-318 AND 20-9-313.

NEW SECTION. Section 9., Codification instruction.

Sections t8r-137-and-43 12 6 AND 48 7 are intended to be
codified as an integral part of Title 15, chapter 30, part
1, and the prowvisions of Title 1%, chapter 30, part 1, apply
to sections 1@y-i37-and-43 2 6 AND 48 7.

NEW SECTION. Section 10. Extension of authority. any

existing authority of the department of revenue to make

rules on the subject of the provisions of this act 1is
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extended to the provisions of this act.

NEW-SECPICN~ --Section-45--—ECoordination-- - f-House-Biil
Nos--Z2--as-it-passes-the-House-of-Representacives-ia-amended
in-the-Senate;-this-act-is-voids

NEW SECTION. Section 11. Effective date -
applicability. (1) This act, except section 45 42 8, is
effective on passage and approvai.

{2) Section 45 42 B is effective July 1, 1987.

(3) Unless otherwise specified or required by a
particular section of this act, sections 1 through 22+-2%
27-26-through-373-367--and--44--4r 7 apply retroactively,
within the meaning of 1-2-109, to tax years beginning after
December 31, 19B6.

t4y--Seeetons-23-22~-through-26-25~appiy--retroactivelys
within--the--meaning--of--3-2-1897;--to--ati--smati--businesas
corporations-—-that-have--made--a——-vatrid---elsction---nnder
Subehapter-S-of-Ehapter-i-of-the-internat-Revence-Eodr-on-or
before--Becember--31;--190867--and-for-tax-years-ending-after
tecember—-31;7;-1986+

{5}--5ection-43-46-appiies-to-tax-years-beginning-after
Beecember-317-19867-and-ending-before-danuary-1;-1949+

NEW SECTION, Section 12. Termination, Section 43 48 6
terminates December 31, 19B9.

-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, reference copy.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to provide a 107 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 $299,99]1,000 in FY89.

3 The 107 surtax applies to calendar years 1987 and 1988. The 10Z surtax will raise $24.540 million in FY88
and $17.330 million in FYB89. (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 - 647 |/ 58.27

School Equalization - 257 / 31.87

Debt Service Fund

- 11Z / 10.0%

6. The appropriation of $34 million from the education trust to the school foundation program will be made on

January 1, 1988.
$3,865,000 in FY89.

FISCAL IMPACT:

The reduction in interest earnings to the general fund will be $1,932,000 in FY88 and

Revenues: FY88 FY89

Current Law Proposed Law Difference Current Law Proposed Law Difference
Individual Income Tax $208,088,000 $231,806,000 $23,718,000 $229,991,000 $246,499,000 $16,508,000
Fund Information:
General Fund $133,176,320 $134,911,092 $ 1,734,772 $147,194,240 $143,462,418 ($ 3,731,822)
School Equalization 52,022,000 73,714,308 21,692,308 57,497,750 78,386,682 20,888,932
Debt Service Fund 22,889,680 23,180,600 290,920 25,299,010 24,649,900 ( 649,110)
Education Trust Fund: FY88 FY89
Appropriation $34,000,000 -

Loss of Interest Barnings
General Fund

Oovid ALY,

$ 1,932,000

DAVID L. HUNTER, BUDGET DIRECTOR
Office of Budget and Program Planning

DATE Ax/25/43>;7

$3’865’2231A¢A/{/Z 1’ZZ&§::7 DATE

JOHN HAR@& PRIMARY SPONSOR

Fiscal Note for

HBS%04, reference copy.
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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.
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