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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE TEE
TAX LAWS OF THE STATE; REDUOCING INDIVIDUAL INCOME TAX RATES
AND THE CORPORATION LICENSE TAX RATE; PROVIDING FOR AN
ALTERNATIVE MINIMUM TAX FOR CORPORATIONS; REPEALTNG THE
CORPORATION LICENSE TAX CLEARANCE CERTIFICATE FEE; AMENDING
SECTIONS 7-14-1133, 7-34-2416, 13-37-218,
15-30-1601,

15-1-206,
15-30-103, 15-30-10%, 15-30-121, 15-30-13:,
15-30-132, 15-30-135, 15-30-136, 15-30-141,
15-30-144,

15-30-142,
15-30-146, 15-30-156, 15-30-303, 15-30-321,
15-30-323, 15-31~114, 15-31-1i21, 15-31-202, 15-31-204,
15-31-553, 15-31-554, 33-27-101 THROUCH 33-27-103, 53-2-101,
AND 67-11-303, MCA; REPEALING SECTIONS 15-30-110 THROUGH
15-30-117, 15-30-122, 15-30-123, 15-30-126, 15-30-127,
15-30-134, AND 15-31-552, MCA; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 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 purpases and issue

bonds therefor, including refunding bonds, in sueh a form

and upon suech terms as it determines, payable out of any
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revenues of the authority, including revenues derived froms

{a) any port or transportation and storage facility;

(b} taxes levied pursuant te 7-14-1131 or 67-10-402;

(¢) grants or contributions from the federal
government: or

(d) other sources.

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

2 INTRODUCED BILL
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state on their face the applicable limitations or
restrictions regarding the source from which sueh the
principal and interest are payable.

{4) Bonds issued by an authority, county, or
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-the
meantng-of-15-38-111{23¢a}.

(5) For the security of any smeh bonds, the authority,
county, or municipality may by resolution make and enter
inte any covenant, agreement, or indenture and may exercise
any additional powers authorized to be exercised by a
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 rteferred to in this part,
prior to the payment of current costs of operation and
maintenance of the facilities.™

Section 2. section 7-34-2416, MCA, is amended to read:

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

the-meaning-of-15-368-13+{2¥¢tay."”

Section 3. Ssection 13-17-218, MCA, is amended to read:
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"13-37-218. Limitations on receipts from politiéal
committees. A candidate for the state senate may receive no
more than $1,000 in total combined monetary contributions
from all peolitical committees contributing to his campaign,
and a candidate for the state house of representatives may
receive no more than $600 in teotal combined monetary
contributions from all political committees centributing to
his campaign. The foregoing limitations shall be multiplied
by the inflaticon factor as defined in 15-30-101¢t8% for the
vear in which general elections are held after 1984; the
resulting figure shall be rounded off to the nearest 350
increment. The commissioner ofF political practices shall
publish the revised limitations as a rule. In-kind
contributions may not be included in computing these
limitation totals, The limitation provided in this section

does not apply to contributions made by a political party
eligible for a primary election under 13-10-601."

Section 4. Section 15-1-206, MCA, is amended to read:

"15-1-206. Waiver and abatement of penalties -
interest. (1) The department may, in its discretion, waive
the assessment of penalty for the late filing of any tax
statement or return required to be Eiled with the department
when the Efiling is done within 5 days of the date specified
for filing the return or statement and for the late payment

of any tax collected by the department when the payment is
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made within 5 days of the date specified for payment of the

tax or, if beyond the 5-day period in either case, upon a

showing of reasonable cause by the taxpayer seeking walver

of the penalty.

(2) Whenever the department waives or abates a penalty
provided for in this title, it also may, in its discretion,
walve or abate interest not to exceed $100 due upon the tax.

(3) Whenever the department is notified of a change in
federal taxable income as the result of a federal adjustment
or upon filing an amended federal return, as provided for in
15-30-304, the department shall abate the interest on the
additional tax liability £from the date the department is
notified wuntil the department sends the statement of
increased tax liability to the taxpayer."

Section 5. Ssection 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:

+i}--UBase-year-strdaeturel-means-che-foltlowing-eclements
sf-the—inecome—tar—astructures

tay¥--the--tax-~-brackets--estabitahed--in-15-38-1837-but
unadjusted-by—subsection-t23-0f-15-30-1837-in-effect-on-June
30-of-the-taxabte-years

tbi--the——exemprions--econtatned---in---15-39-31127---but

unadjuscted-—by-—subaections--{tFr-—and——{B8}+--of-15-36-11257-in

..5_

[ R . e

~

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

25

LC 0641701

efferkt-an-dune-3-af-the-taxabie-years;

tet--ehe--maximem--standard- --deduetioan---pravided---in
15-38-1227-but-unadjusted-by-subsectiton-+23-0£f-15-36-122+—-1n
effact-on-June-3g-of~the-taxabie-years

€2%(1) "Consumer price index" means the consumer price
index, United States city average, for all items, using the
1967 base of 100 as published by the bureau of labor
statistics of the U.S. department of labor.

+3¥({2) "Department" means the department of revenue,.

t43y--UBividendl--means-—-any--distribatisn--made--by---n
corporatien-~-aut---of-—-itta--earnings--oar--prefita--to--zta
sharehoiders--or—--membersy;--whether--in—-cash--sr--in--other
property--or-—in--stock-of-the-corporattons-other-than—-atock
dividends-as-herein-defined---L45rack-—dividendal~--meana-—new
steck---issued;--for--murptus--or--prefits--capitatized;--ra

sharehotders-in-proportien—to-their-previous-holtdinga:

¢5%(3) "Fiduciary" means a guardian, trustee,
executor, administrater, receiver, conservator, or  any
person, whether individual or corporate, acting in any

fiduciary capacity for any person, trust, or estate.
t6¥(4) "Foreign country" or "foreign government" means
any Jjurisdiction other than the one embraced within the
United States, its territories and possessions.
{7¥--YGross-income'-means-the-taxpayeris--gross--inecome

for--federat-income-tax-purposes-as-defined-in-section-61-af

-6~
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the-Incernai-Revenue-Eada-cf-1954-ar-as-that-seckien-may-—be
tabeied--or--amended;- ~excluding--unepptoyment——coempensation
tnctuded-in-federai-groas-income-~under--the--provisiens--of
aection—-B85-af-the-Inseenar-Revenna-cnde-of-1554-a3-amended-

+8%(5) "inflation factor" means a number determined
for each taxable year by dividing the ccnsumer price index
for June of the taxable year by the consumer price index for
June, 1980,

+3¥{6) "Information agents" includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagers 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,
renumerations, emoluments, or other Eixed or determinable
annual or periodical gains, profits, and income with respect
to which any perscn or fiduciary 1is taxable under this

chapter.

{7) "Internal Revenue Code" means the Internal Revenue

Code enacted August 16, 1954, and redesignated as the

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

99-514, as that code may be amended from time to time by the

United States congress. It is the specific intent of the
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legisiature that all amendments by the United Stares

congress must be incorporated into the context of any

section of Title 15 referring to the Internal Revenue Code.

t8¥({8) "Knowingly" is as defined in 45-2-101.

(9) “Nonresident" means every individual other than a

resident,
titr-UNet——ineomel-means-the-adjusted-grasa-income-cf-a

canpayer-tesa-the-deductions-atiowed-by-thia-chaprars
+¥2¥(10) "Paid", for the purposes of.the deductions and

credits under this chapter, except the deduction for federal

tax withholding, means paid or accrued or paild or 1incurred,

and the terms "paid or incurred" and "paid or accrued” shall
be construed according to the method of accounting upon the
basis of which the taxable income is computed wunder this
chapter.

t333(11) "Purposely" is as defined in 45-2-101.

€24¥(12) "Received", for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term “received or accrued" shall be ccnstrued
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

t15¥(13} "Resident"” applies only to natural persons and
includes, for the puirpose 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

_8.—
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Montana and any other person who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

+16)-"Paxsbie--incomell--means-the-adjusted-gross-income
af-a-taxpayer-iess-the-deductions—-and--exemptions--pravided
for-in-this-chapters

t:73(14) "Taxable year" means the taxpayer's taxable
year for federal income tax purposes.

txB8}+(15) "Taxpayer" includes any person or fiduciary,
resident or nonresident, subject tc a tax imposed by this
chapter and does not include corporations.™

Section 6. Section 15-30-103, MCA, is amended to read:

"15-30-103. Rate of tax. (1} There A tax shall be
levied, collected, and paid for each taxable year commencing
sn~er after December 31, %68 1988, upon the Montana taxable
income of every taxpayer subject tc this tax.;-after-making
etiowance--for--exemptions-—-and--deductiona--as--hereinafeay
provided;-—-a-tax-on-the-foitowing-brackets—sf-taxabie-income
as-adjusted-under-subsection-t2}-at-the-fetiswing-rateas

tay--en-the-first-51;000-of -taxabie-income-or-any--part
thereofr-2&s

th}-—oen-—the--—next-5t7080-cf-tazxabie-income-sr-any-part
thereaf;-3I%s

ter--on-the-next-$27;066-of-taxabie-income-or--any--part
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therenf-4%+
tdy--on-~the~-next-52;000-0f-taxabie-ineeme-sr-any-part
thereofy -5k
tey--sn-the-next-52;660-of -taxabte-income-er-—-any-—parée
thereofr-6%7
+ff——an——the--naxt-527;000-of-taxabte-income-or-any-part
thereofs-F%+
tg¥--en-the-next-547008-cf-taxabte-itncome-or--any--pare
tharenf;-8%;
tht——on--the--next-56;0086-0f-taxabie-income-ar-any-pare
therecfs-3&s
tiy--on-the-next-515;668-0f-raxabte-tncome-or-any--part
thereof;-18%;
ti3--em--any-taxable-income-in-excesa-of-$35;008-or-any

par+-theresf;-11%+- The tax must be determined in accordance

with subsections {2) through (6).

{2) The tax for married persons filing jointly and for

surviving spouses as defined in secticn 2(a) of the Internal

Revenue Code is:

fa}) 5% ©OF the Ffirst $4,000 of taxable income ci any

art thereof;

(b) 7% of the next $8,000 of taxable income ©Or _any

part thereof; and

{c) 9% of any taxable income in excess of $12,000.

(3) The tax for married persons filing separately is:

-10-
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{a) 5% of the first $2,000 of taxable income or any

part thereof;

(b) 7% of the next $4,000 of taxable income or any

part therecf; and

ic) 9% of any taxable income in excess of $6,000.

(4) The tax for a single person is:

(a) 5% of the First $2,400 of taxable income or any

part thereof;

(b} 7% of the next $4,800 of taxable income or any

part thereof; and

(c) 9% of any taxable income in excess of $7,200,

{5) The tax for a head of househcld, as that

designation is used in the Internal Revenue Code, is:

(a) 5% of the first 53,200 of taxable income or any

part thereof;

(b) 7% of the next $6,400 of taxable income or any

part therecf; and

(c) 9% of any taxable income in excess of 59,600,

t2¥({6) By November 1 of each year, the department
shall multiply the bracket amount amounts contained in

subsection--t13+ subsections (2} through (5) by the inflation

factor for that taxable year and round the cumulative
brackets to the nearest $100. The resulting adjusted
bracketa amounts are effective for that taxable vyear and

shall be used as the basis for imposition of the tax in
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subsection-tiy-of-this—sectiten subsections (2) through ({5).

(7) Except as provided in subsection (8), the

taxpayer's filing status as reported on his federal return

must be wused for purposes of determining the Montana tax

rate in subsecktions {2) through (5).

{8) Montana taxpayers who are both residents and

nonresidents and who file jointly for federal purposes shall

file separately.”

Section 7. Section 15-30-105, MCA, is amended to read:

"*15-30-105. Tax on nonresident —-- alternative tax
based on gross sales. (1) A-tike-tax-ta-imposed--upon--every
perssn——not--residane--of--thita--astate;—-which-—-tax-shali-pbe
tevted;-esttected;-and-patd-annvaltly-at-the-rates--specified
in-35-38-183-wikth-respect-to-his-entire-net-income-as-herein
defined--from--ati--preperty--owned-and-from-every-bustness;
trade;-professton;-or-oceupation-carried-sn—in-—thia--states

Every nonresident and part-year resident is subject to the

tax imposed by 15-30~-103 on all income from every business,

trade, profession, or occupation carried on in the state and

on all income, including interest, derived from any property

(2) Pursuant to the provisions of Article IIT, 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

—-12-
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estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable yvear 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. Sueh The tax
shatt--be is in lieu of the tax imposed under 15-30-~103. The
gross volume of sales made in Montana during the taxable
year shall be determined according to the provisions of
Article IV, sections 16 and 17, <of the Multistate Tax
Compact . "

NEW SECTION. Section 8. HMontana gross income. Montana
graoss income must be determined as provided in section 61 of

the Internal Revenue Code.

NEW SECTION., Section 9. Montana adjusted gross
income, In the case cof resident taxpayers, Montana adjusted
gross income must be determined as provided in section 62 of
the Internal Revenue Code. 1In the case of nonresidents and
part-year residents, Montana adjusted gross income must be
determined as set forth in section 15-30-131.

NEW SECTION. Section 10. Montana taxable income. (1}
In the case of a full-year resident, Montana taxable income
must be determined as provided in section 63 of the Internal
Revenue Code, plus the additions to income in subsection (2)
and less the deductions from income in subsection (3}, It is

the intent of the legislature that federal taxable income as

-13~-
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reported on a taxpayer's federal return for the taxable year
is the starting pcint for calculating the taxpayer's Montana
taxable income, A taxpayer who uses the federal standard
deduction to calculate federal taxable income shall also use
the federal standard deduction, subject to the applicable
adjustments in subsections (2) and (3), to calculate Montana
taxable income. A taxpayer who uses the federal itemized
deductions to calculate federal taxable income shall also
use the federal itemized deducticon, subject to the
applicable adjustments in subsections (2} and (3), to
calculate Montana taxable income.

(2) The following additions to federal taxable income
are reguired:

{(a} gross interest and dividends derived from
obligations or securities o¢f states other than Montana in
the same amount that has been excluded from adjusted gross
income, less related expenses not deducted because of
section 265(a){l) of the Internal Revenue Code;

{(b) state taxes on or measured by income to the extent
the taxes have been deducted to compute federal taxable
income;

(c) 1losses on the sale of United States obligations
that the state is prohibited from taxing to the extent the
losses have been deducted to compute federal adjusted gross

income.

_14._
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{3) The following deductions from federal taxable
income are allowed:

(a} gross interest income and dividends from
cbligations ot securities issued by Montana or any political
subdivision of Montana that are included in federal adjusted
gross income;

(b) to the extent included in adjusted gross income,
income from obligations of the United States government that
the state 1is prohibited by law from subjecting to a net
income tax. This deduction must be reduced by any interest
or indebtedness incurred to carry the cbligations and, to
the extent deducted to arrive at adjusted gross income, any
expenses incurred to produce the interest income.

{(c) actual tax 1liability for the taxable year as
reported on the federal tax return in the amount of:

{i) $7,000 for married taxpayers filing jeointly or for
a taxpayer filing as a surviving spouse;

{ii) $3,500 for all other taxpayers;

{iii) the federal tax liability as later amended,
including recalculation, for Montana tax purposes, to
reflect the actual tax liability in subsections (3){c)(i}
and (3){c){ii);

(d} an amount equal to the federal tax credit allowed

under sections 21 and 22 of the Internal Revenue Code for

household and dependent care services necessary for gainful

-15-
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employment;

{e) up to $800 interest income earned by each taxpayer
age 65 or older. Taxpayers filing as married filing jointly
or surviving spouse may deduct up to §$1,600 total per
return.

(f) benefits not in excess of $3,600 received under:

{i) the Federal Employees' Retirement Act;

{ii) the public employee retirement laws of a state
other than Montana; or

{iii) a private or corporate retirement plan or system;

{g) all benefits paid under the teachers' retirement
law which are specified as exempt from taxation by 19-4-706;

{hy ali benefits paid under The Public Employees'
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

{i) all benefits paid under the highway patrol
retirement law which are specified asz exempt from taxation
by 19-6-705;

{j}) all benefits paid under 19-11-602, 195-11-604, and
19-11-605 to retired and disabled €firefighters, their
surviving spouses and orphans or specified as exempt from
taxation by 19-13-1003;

(k) all benefits paid under the municipal police
officers' retirement system that are specified as exempt

from taxation by 19-9-1005;

-16-
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{1) all benefits paid under an optional retirement
program that are specified as exempt from taxation by
19-21-212;

(m) all Montana income tax refunds or credits;

{n} gain required to be recognized by a liquidating
corporation pursuant to 15-31-113(1)(a)(ii);

(0) net railroad benefits to the extent federal law
preempts this income from state taxation;

{p) salary received from the armed forces by residents
and nonresidents who are on active duty;

{g) income of an enrolled tribal member while living
and working on a federally established Indian reservation to
the extent federal law preempts this income £from state
taxation.

Section 11. Section 15-30-121, MCA, is amended to
read:

"15-30-121. Deductions allowed in computing net
income. In computing net income, there are allowed as
deductions:

+iy--the-items-referred-to-in-sections-15t-and--211—-af
the--Internai--Revenue--Lode-o£-1954;-or-as-sectiona-i6t-and
2i¥-shati-be-tabeled-or-amendedr-subject--to—-the--£fotiowing
exceptiona--which-are-not-deductibles

ta}y--trems-provided-for-in-15-30-123+

thy--state-inecome-tax-paids
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{t24--federat--tncome--tax-patd-within-the—taxable-year;
{3}-~-expenses-of-househeld-and-dependent—care—-services
as-outlined-in-subsections-t33tay-throngh-t3ytcy—and-subjece
to--the--timitaciona--and--rutes—-as--sert-out-in-aubsectiona
t33tdi-throngh-+33tfi-as-fotitowas
tajy--expenses-for-househotrd-and-dependent-care-services
necessary-for-gatnfut-emproyment-incurred-fars
tty-—-a-dependent-under-15-yeara--of--age--for--whom--an
exemption-can-be-ciaimed;
ftit¥-a-—-depandent--as--atrtowabite--under--15-38-11245%+
except-that-the-limicationa-for-age-and-gross-income-do--not
appiyy-whc~i34unabie4tcAcare~fcr—himse}f—because—cE—physic&i
er-mentai-itiness;-and
titiy-a-—-spovse--whe——-ta--unable--to--care-—for-nimself
becanse-af-physicat-sr-mentat-itiness-
thi-—-empreyment-retated--expenses-—rpeurred-—-for--~the
fotteowing-—-servicear—-but-onty-+f-sueh-expenses-asre-ineurred
to-enablte-the-taxpayer-to-be-gainfuity-empioyeds
tiy--househoid-services-which-are-—attributable--to--the
care-of-the-guatifying-tndividuats-and
ttid-care---of---an-—-individuat--whe-—quatifies——under
subsectton-t3rtays
tey--expenses—incurred-in-mainteining- -2--househotd--+£&
ever--hatf--of--the--cest--of--maintaining--the-househsitd-is

furnished-by-an-individuat-or;-itf-the-individuat-ta--marvied

-18-
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during-the-applicable-periodr-ts—furnished-by~the-indrvidual
and-nis-spasyses
tdy-—the-——ameunts-—-daduckibie-—-in--subsection-—¢+33¢ay
throggh-{3j{rt-are-subiect-ta-the-faoriowing-Iimitations~s
tit}t--a-deduection-is-atlowed-under-asubsecston-£3++ajy-for
employment-reiated-expenses-inenrred-during-the-yaar-oniy-to
the-extent-such-expenses-do-not-exceed-54;8688+
tity-expenses—-fnr--aerviees--in-~-ehe---househoitd---are
deductible--under--subsection--{t33tay-for-empioyment-retated
expenses-snty-tf-they-—are-—incurred--£fsr--services--itn-—-the
taxpayerts--—househotd;—--except——--that—--empiteyment-retated
expenses-~incurred-—for-—asrviceas--outside--the---taxpayeris
honsehatd--are-deductibier-but-onty-tf-incurred-for-the-care
of-p-quatifying-itndividuat-deseribed-in-subsectren-t3+tartty
and-oniy-to-the-extent-auch--sxpenses—-inecurred--daring--the
year—-do-neot-exceeds
tAY--$27406--in--the~case-of-one~quattfying-individuats
tB¥--537688-in-the-case-of-two-quatrzfying--individuatsas
and
t€¥—-5476886--itn-—-the--case--of-three-sr-mere-quatifying
individuais;
tey--tf-the--eembined--adjuatred--gress--income--of-—the
taxpayera--exceeda-§18;8066-For-the-taxahle-year-during-which
the-——expensea—--are———ineurred;———the———ameunt--—-of~——~the

empisyment-related--expenses—-incurred--must--be--reduced-by
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one-hatf-of-the-exceass-of-the-combined-adjusted-gross-income
over-5:8786868+c
tE3--for-purposes-of-this-subsection-t33+
fi&——married-ccupie:-3haii-fiie-a—jéint—retufn—ef-_fiie
separatety-dn-the-same-£formr
tity—if--the--taxpayer--is-married-during-any-perted-of
the-taxabie-year; -empioyment-retated-expenses-—-tncurred--are
deductible-onty-+f-
tA}--boeh-spouses-are-gainfuliy-employeds-in-which-case
the-expenses-are-deductibie-onty-—to-the-extent-that-they-are
a-direct-resutt-of-the-empioyments-or
+B¥—-the-spouse-ts-a-guatrfying-individust-deseribed-:in
sxbsectton-t3yfartttids
titty-am--tndividualt--tegatty-separated-from-his-spouse
under-a-dectec—of-divarce-sr-of-separate-maintenance-may-not
be~considered-as-marrieds
ttvi-the-deductiron-for-ampitoyment-retated-expenses-must
be--divided-—-eguatty-—-between--the---spouses---when---fiting
separately-on-the-same-ferm;
tvy--payment--made--—to--a—-chrid-ef-the—taxpayer-who-is
under-19-years-of-age-at-the-close-of-the-taxabte--yeaar--and
payments--made-—to—-—an--tndividual--with--respeer--ta-whem—a
deduction-its-attowable-onder-15-36-112t5y-are-net-deductible
as-emptoyment-related-expenses;

t43--tn--the---case-——of-——an---indtviduait; - --political
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contributions——determined--in-accordance-with-the-provisions
of-sscktan-2i8car-and-thy-ef-the-tneernat—Revenune—-code--that
were—tn-effect-for-the-taxabte-year-ended-Becember-317-1978+

t5+(1) that portion of expenses for organic fertilizer
allowed as a deduction under 15-32-303 which was not
otherwise deducted in computing taxable income; and

t6¥(2) contributions to the child abuse and neglect
prevention program provided for in 41-3-701, subject to the

conditions set forth in 15-30-156."

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

read:

"15-30-131. Nonresident Nonresident's and temporary
resident-taxpayers———-adjuated-—gress part-year resident's
taxable income --—-deductiens. (1) In the case of a taxpayer

other than a resident of this state, adjusted gross income
includes the entire amount of adjusted gross income from
sources within this state but shaii does not include income
from annuities, interest on bank deposits, interest on
bonds, notes, or other interest-bearing obligations, or
dividends on stock of corporations except to the extent to
which the-same-shati-be they are a part of inceme from any
business, trade, profession, or occupaticn carried cn 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
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gross inccme from sources within and withewt outside this
state shall be allocated and apportioned under rules
prescribed by the department.
tZ2¥--in-the-case-of-a-taxpayer-otheér-enan-a-resrdent-of
this-state-who-ts-a-resident-cf-a-state-that-imposes—-a--tax
en-the-income-of-naturat-persens-residing-within-that-state;
the---deductions-—--aliewed---in--computing--net-~-tneome—-—-are
reaprieted-to-those-directiy-connected-with-~the--produactian
ef-Montana-inesmes
{31--In-the-ecase-of-a-taxpayer-ather-than-a-cestdent-of
this-astate-who-t9-a-restdent-of-a-state-that-does-—not-impose
a--tax-en-the-income-of-naturat-persons-residing-within-thae
statey-the-deductions-atiowed-in-computing--net--ineome—-are
resericeed--ro-the-greater—of-those-direetiy-retating-to-the
production-sf-Montana-tneome-or-a-prorated-amount-—of--those
atiowed---under—--15-36-121;---FPar-———the--purposes--of—-thia
subseeriony-deductions-attowed-under-15-36-121-appiy-oniy-teoe
sazned-income-and-must-be-prorated-nccording—-to- -rhe--ratio
that--the-—-taxpayeris——Montana--earned--income--beara-to—his
federai-carned-incomes
t4y--A-~-temporary--resident--shati--be--alttowed---these
deduections-and-the-eredit-under-15-32-109-altowed-a-reatdens
to--the--extent-that-such-deduetions-er-credit-were-actuatiy
tncurred-or-expended-in-the—-state--of--Mentana--during-—-the

conrse-of-his-residency=-
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+95—-Por-—the-purposes-cf-this-sectionr-Ltearned-incomel
shati-be-defined-as-the-same-term-ta-defined-tn-—-section--43
of--the~--internat--Revenne--Eoder—-or--as--that--sectton-may
subsequentiy-be-amendeds

t61-~Notwithatanding-the-provisions-of-subsectitons--¢t2¥
and--t3ty--any-contributton-made-after-Becembar-317-190827-to
the-scace-of-Hontana--ar——a--potitteat-—-subdiviston--thereof
shati-—be--an--attovable--deduction-in-computing-net-inesmes
Phe-deduction-ts-asubsect-to-the--timitationa--set-—-forth--in
section-i70-of-the-¥Internai-Revenue-€ode~0f-19547-as-tabeied
or-amended~

(2} {a) To calculate Mcntana taxable income, a

nonresident taxpayer may deduct the following:

(1) that portion of the federal deduction for personal

exemptions that Montana adjusted gross income bears to

federal adjusted gross income; and

{ii) that portion of the federal standard deduction

that Montana adjusted gross income bears to federal adjusted

gross income or, in the alternative, the federal itemized

deductions, subject to the limitations in [section

10(3)(c)}, that are directly attributable to Montana

adjusted gross income.

(b) & nonresident taxpayer who wuses the federal

standard deduction to calculate federal taxable income shall

also use the federal standard deduction to calculate Montana
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taxable income. A nonresident taxpayer who uses the federal

itemized deductions to calculate federal taxable income

shall alsc use the federal itemized deductions as a basis

for calculating Montana taxable income.

{3) (a) In the case of a part-year resident, Montana

taxable income is as determined in subsection (1) plus:

(i} the additions to income in [section 10(2)(b) and

{2)(c)]: and

{(ii) that portion of the income described in [section

10(2})(a)] that was earned while the taxpayer was a resident

of Montana.

(b) To calculate Montana taxable income, a part-year

resident taxpayer may deduct the following:

{i} that portion of the federal deduction for personal

exemptions that Montana adjusted gross income bears Lo

federal adjusted gross income; and

{ii) that portion of the federal standard deduction

that Montana adjusted gross income bears to federal adjusted

gross income or, in the alternative, the federal itemized

deductions, subject to the limitations in [section

10{3)(c) ], that are directly attributable to Montana

adjusted gross_income.

{c}) A part-vear resident taxpayer who uses the federal

standard deduction to calculate federal taxable income shall

also use the federal standard deduction to calculate Montana
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taxable income. A part-year resident taxpayer who uses the

federal itemized deductiens to calculate federal taxable

income shall also use the federal itemized deductioms as a

basis for calculating Montana taxable income.

{4) A part-year resident is allowed the credit under

15-32-109 allowed a full-year resident for energy-conserving

expenditures incurred in Montana during the taxable year.

+73(S5) For purposes of this section, "installment
sales" means sales in which the buyer agrees to pay the

seller in one or more deferred installments.”

Section 13. Section 15-30-132, MCA, 1is amended to
read:

*15-30~132, Change from nonresident to resident or
vice wversa. If a taxpayer changes his status from that of
resident to that of nonresident or from that of nonresident
to that of resident during the taxable year, he shall file a
return covering the fraction of the year during which he was
a resident. CFhe--exemprions-provided-in-15-36-112-shaii-be
prorasted-on-the-ratis--the--Montana--adjusted--groas--income
bears—-to—-federat--adjusted-gross—incomes 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 basis. If he obtains employment
outside the state without abandoning his Montana residence,

then income from suech the out-of-state employment is taxable
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in Montana,"

Section 14. Ssection 15-30-135, MCA, is amended to
read:

"15-30-135. Tax on beneficiaries or fiduciaries of
estates or trusts. ¢y A tax shati-be 1is imposed, at the

rate imposed on a single person, upon either the fiduciaries

or the beneficiaries of estates and trusts as hereinafter

provided in this secticn, except to the extent Vsuch the
estates and trusts shaii--be are held for educational,
charitable, or religious purposesy. which The tax shail must
be levied, collected, and paid annually with respect to the
income of estates or of any kind of property held in trust.y
tnctudings
ta¥-—tneome—-receivad-—-by-—estates--of-deceased-parasans
during-the-period-of-admintistration--sr-—-sereiemenc--of--the
estare;
tby--itncome—-accumuiatmd--tmn-~trust--for-the-benefit~-of
unbern-or-unascertainsd-perssns-ar-peracna-—with--contingent
interestar
tey-—ineosme--hetd-—-for——future--distribution--under-the
terma-of-the-witt-or-troses—and
+dy-—inceme——-whicth--ts-~to—-be-—--distributed-——to---che
benefieataries—--periodicattyr—-whether--er--not--at——reguiar
tntervata;-and-the-tncome--coitected--by--a--suardian--ef--a

miner;-te-be-hetd-or-distributed-as-the-court-may-directs
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t23--Fhe--fiductary-shati-be-responsibie-far-making-the
retura-of-income-far-rhe-sstabe-sp-trust-fop-whish-he——actay
whether--the-fiduetary-or-the-benefictaries-are-caxabie-with
referance-to-the-tncome-of-such-eatate-sr-—trusts——In——cases
under--subsectiona—-tajy--and--tdy--of--subsectisn——{kj;--the
fiduetary-shati-inciude-in-the-return-a--sratement-—-of--sach
bengficiaryia--distributive--share-af-net-income;-whether-or
net-diacributead-before-the-ecltese-af--che--caxabie--year—-£for
whieh-the-retnrn—ts—mades

t33--in--cases--under--subsections-tay;-thyr-and-fey-of
snbaection—tiyr-the-etax-shatri-be-rmposed-upon-the--fiduetrary
ef-the-estate-or-trnasc-with-respect-ta-the-net-income-—sf-the
eastate--sr-trust-and-shatri-be-paid-by-the-fiduecrarys--F€-the
taxpayerts-net-tnceme-for-the-taxable-year-of-the-astate--or
trust--ts-computed-upon-the-basis-of-a-period-dtEfevenc—£rom
that-upon-the-basta-of-which-the-net-income-of-the-estatra-or
trust-ts-computed;—then-his-distributive-share--of-—the—-net
income--of~-the-estate-or-trust-for-any-aceonnting-periad-of
sueh-estate-or-trust-ending-within-the--fiscat--or--catendar
yerr—-shati--pe--computed--upon--the--~basis—-an--which--such
beneficiaryls-net-income--is--computedr--in--sueh--cases;—-a
beneficiary--not-a-resident-shati-be-taxable-with-respect-to
his—income—detived—through—sueh—e:tnge—er—trnst—oniy—te--bhe
extent——prov&ded——in——i5—39-iat—~£or—-individuais—ather—bhan

residentaz
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t4}--Fhe-fiductary-ef-a-truat-created-by-an-empioyer-aa
a-part-cf-a-stochk-bonuay-penstony-er-profrt-sharing-ptan-far
the-exclustve-benefic-of-some-ar-att-of--his--empleoyessy-—to
which--coneributidns-are-made-by-such-emplayer-sr-emptayeea;
or-bethy-for-the-purpese-of-distributing-te--such--employees
the--earnings--and--principat-of-the-fund-aecumutared-by-the
trust-in-accordance-with-suen-pian;—-shati--net--be--taxabile
snder——ehia-smction; -but—any-ameunt-conkrihuted-te-such-fund
by-the-empioyer-and-ati--earninga--of--snech—-fund--shat:——be
tnetuded--itn-—computing-the-incoeme-of-the-distrrbutee-in-the
year-itn-which-distributed-or-made-avaitabie-to-hims

t5)-——HWhere-any-parc-sf-the-tnceme-af-a-truzt-ocher—than
g-testamentary-truost-ia-eor-may-be-apptied-to-the-payment——-of
premiums--upon—-poticiea-—af--insuyrance--on--the-i:fe-af-rne
grantor-texcepe-potictas-—of-—insurance--irrevocably-—-payabie
for~the-purposes-and-in-the-manner-spectfied-retating-to-the
so-catied--Leharicablie--contribution--dednestiony~-or-to—the
payment-of-premiuma-upon-poiicies-of--tife--itnaurance—-nnder
whieh-—the-—gqrantor-—ig9-~the--benefieiaryr--such-part-ef-the
tneome-of-—the-trust-shati-be-inetuded-in-comparing--che--net
iacome—afithe-grantcrr"

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

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

-— exemption., (1) BExcept as otherwise provided 1in this
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chapter, the %gross income® of Montana taxable estates or

trusts means includes all federal taxable income from

whatever source derived in the taxable year, including but
not limited to the fellowing items:

tay dividendss

tkB3 interest received or accrued, including interest
received on obligations of another state or territory or a
county, municipality. district, or other political
subdivision therecf, but excluding interest income from
obligations of<

t+4 the United States government or-—-the--state--af
Montana; and

ti+y-a~-schoot-drstrict;—or

ttity-a—--countyr---municipatity,;—-distriet;-or-—-othes
pettticai-subdivision-of-the-states

tey--income-£rom-pacrtnershipa-and-sther-fiductariea;

tdy--gross-renes-and-reyatties;

tey--gain-from-sate-sr-exchange-cf-propertys--tneiuding
those--gains-that-are-exeivded-froem-gress-income-far—federal
fiduetary-income-tar-—-purposes--by--sectian--64ttey-~af--the
internat-Revenne-cade-of-19354;-as-amendead;

tfy--gross-prefie-from~trade-or-bustneass—and

tg+(b)} refunds recovered on federal income tax, to the
extent the deduction of such federal income tax resulted in

a reduction of Montana income tax liability for the taxable
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year 1987.
{2} In computing net income, there are allawed as
deductions:
tay--interest--expenses--deductibte--for--federat---tax
purpeses-—-according--to--section-i63-of-the-internat-Revenue
Eode-of-1354;-as-amended;
tb}——taxes~p&id~o:-aecrued*-wéthin——the——taxabie*—yearT
tneiuding-~bot—-not--timtred--to--federat--itncome——taxy—-but
exeiuding-Montana-tncome-taxs
tet-——that--£+dnetaryis——portion-—-of---depreciation--—ar
depietien--which--t3--deductibte-—for--federat--tax-purposes
acesrding-to-sections-167+-6117--and--642--¢f--the--Internat
Revenue-Code-of-19547-as-amendeds
{@}--charitabie-—contributiona--that-are-deductkibie-for
federat-tax-purpeses-according--to--seetion--642tey--of-—the
Incernal-Revenue-€ode-of-13547—as-amended;
te}--administrative-expenses-ctatmed-for-federat-income
cax--purposes;-—-according--to-sections-2i2-and-642t{gy-of-the
internatr-Revenne—€ode-of-19547-as-amended;—if-auch--expenses
wara--pat--giaimed--as--a--deduetion-in-the-determinarion-of
Montana—-irnherikance—taws
t£4-—-1oases--frem-—-firey--starm;~—akipwrechks--or--other
casuatty-or-from-thefty-to-the-extent-not-compensared-for-by
insurance--sr-ascherwiser-that-are-deduectibte-for-federatr-tax

purposaCts-acecording-to-section-165-cf--the--Internai--Revenue
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Eode-of-19547-as-anendedr

tgy--net—-operaring-tosa-deductions-niteved-for-£feaderal
inesme-tax-gnder-aection-G42tdy-af-the-internat-Revenne-Sode
ef-19547-as-amended;-except-estatas--may-—not--claim--tosases
chat-are-dedueriblie-an-tha-decadentis-fFinai-return;

thy{a} all benefits, not in excess o©of 83,600,
received:

(i) as federal employees' retirement;

{ii} as retirement from public employment in a state
other than Montana; or

(iii) as an annuity, pension, or endowment under
private or corpcrate retirement plans or systems;

t+¥(b} all benefits paid under the Montana teachers'
retirement system that are specified as exempt from taxation
by 19-4-706:

t4¥({c) all benefits paid wunder the Montana Public
Employees' Retirement System Act that are specified as
exempt from taxation by 19-3-105;

tiey{d) all benefits paid under the Montana nighway
patrolmen's retirement system that are specified as exempt
from taxation by 19-6-705;

ti¥(e) Montana income tax refunds or credits thereof;

tmy(f} all benefits paid under 19%-11-602, 19-11-604,
and 19-11-605 to retired and disabled firemen or their

surviving spouses or children;
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ta¥{g) all benefits paid under the municipal police
officers' retirement system that are specified as exempt
from taxation by 19-9-1005.
+3y-——-In-the-case—of-a-sharehoider-af-a-corporation-with
reapect-to-which-the-election-provided-for-under——subchapter
St--of--tha-Internal-Revenue-Code-of-1354;-as—esmended;-ts-in
effect-but-with-respect-te-which-the-election--provided--for
under——-15-31-282--ts~-not--tn--effect;--net--income-does-not
tactude-any-part-of-the-corporationis—undistributed-—-+taxabte
tneomer-—net--eperating--tossr-capitat-gatna-or-sther-gatnsy
profiesy--or--iesses--required--to--be-—-incinded---in---the
sihavehotderts-federat-rneome-tax-net-incoeme-by-reascn-of-the
ttection--under-subehapter-Sr-However;-tha-ahareholderis—net
income--shati---+neinde—--actuat---distribarion———from——-the
carporation--to-~the-—extent-—-itt-wonid-be-trentad-as-taxabie
dividends-if-the-subchapter-S--eiection-ware-nae-in--affmers
t4}--The-—-following--additionat--deductiona--shait--be
aliowed-in-deriving-taxabie-income-of-estates-and-rrusta:s
fay--any--amount-—of--income-——for--ehe---taxabie—-—-year
currentiy--required--to--be-distributed-en-beneficiaries-for
such-year;
tby--any-other-amounts-preperiy--paid--or-—-credited--or
required-to-be-distributed-£for-the-taxable-years
tet--che--amount-—of--60%--0f--tha--exceas--of--tha-net

tong-term-capitat-gain-over-the-net-shert-term-capitai--ioas
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for-the-taxablie-years
{t5}~-Fhe--exemption--atiowed--for-estaces-and-erusecu-is
that-exemption-provided-in-15-30-112¢2}ta}-and-15-30-112¢8%=
t6}--A-—trust--or-—-eatate——exeinding---benefits-—-under
:ubaec&ions—f?}fif*through—f?}fka—faﬁfm+7—or-fﬁffn}—may—nob
exctude--benefita--described-—in--subsection-{2}thi-from-nee
incoma-unisas-the-benefits-—received-undar-asubsectians {23ty
through-t23tk}r—t2¥fm¥s-or—{tZitni-are-iess-than--$37608+--zn
which-—case-—-the--trust--or--estate--may-combine-benefita—to
exciude-up-to-a-totar-of-337668~frem-net-tncomes

(3) A trust or estate that elecks to itemize its

deductions from adjusted gross income on its federal return

for taxable year 1989 and that is required to pay additional

federal tax due in 1989 for the taxable year 1988 may deduct

the federal tax paid in 1989 from its Montana taxable

income."

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
thereen shall be, from the time they are due and payable, a
personal debt from the perscn or fiduciary liable to pay-the

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

jointly and severally liable for the tax and any interest

and penalty unless the department determines, based on the
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criteria in section 6013(e)} of the Internal Revenue Coée,

that a spouse is relieved of liability."

Section 17. section 15-30-142, MCA, is amended to
read:
"15-30-142. Returns--and-payment-of-tax----penatty-and

interest--~-refunds-~~-credita Filing of returns. (1) Every

stngte-—éndividuat-and-every-married-itndividnat-not-£fiting-a
4otne-return-with-his-sr--her--apeuse--and--having--a--greas
tneome-for-the-caxable-year-of-more-than-517000y-as-adinated
wnder——-the---provistons--of--subsection--tFr;-—and--married
tndividualis--—nee--£filing--separate-—-returns--and--having---a
combined--gross--income--for--the--taxabte-year-of-more-than
$270007-as-adjusted-vnder-the-provisions-of-subsection——¢t%y+

shatl-be-1iable-—for-a-return-to-be-fited resident, part—-vyear

resident, or nonresident deriving any income from Montana

shall file a tax return, on smch form: and according to sueh

rules as the department may prescribe, if that person:

(a) is subject to the requirement of filing a federal

return  pursuant to section 6012 of the Internal Revenue

Code; or

{(b) has sufficient adjustments to federal taxable

income to require the payment of tax to Montana. Fhe-grosas

inceme-amounts-referred-to-in-rthe-preceding--asentence--shait
be--itncreased--by--$80087-as-adiusted-under-the-provistons-of

+5-36-112¢7r-and-+8y7-for-each-additional-persenai-exemption
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atlawance—the-taxpayer-in-entitied-ro-ctaim-for-himaset£-—and
his--=pousse—-under-:5-36-112¢t3r-and-+t4ys-A-nenresident-sha¥i
be-required-to-£file-a-return-if-hia--grass--income--£for—-the
taxable-year-derived-frem-ssurces-within-Mentana-excecds-the
ameunt-—of--the—-azxemptien-deduction-he-ts-cntitted-eo-ciaim
for—-himsetf--and--his--s3pegse—-under--the---provisiens-——of
$5-38-112¢237~——-{3ry-——and--t+ér7-—-as--prorated--according--eo
¥5~-38-112¢6)+
t2y-—In-accerdance-with-instructions-set-forth—-by-—-the
departmenty--every--raxpayer-—wha—ta-married-und-riving-with
husband-er-wife-and-its-required-to-fiie-—a-return-may;-at-his
ar—her-speian;-filte-a-joint—return-with-husband-asr-wife-even
though-one-sf-the--gpouses--has-—neteher——grass——tncome--nore
deductionar—-¥f--a--4oint--retuern--is-mader;—the—tax-shati-pe
comprted-en-the-aggregate-taxablte-income-and--the--tiabitity
with--respeet——to--the-~tax-shalti-be-jeint-and-severat--¥f-a
joitnt-return-has-been-filted-for-a-taxabie-yeary-the--spousea
may--not-fite-separate-returns-after-the-ctme-for-friing-the
return-of--either--has--expired--untess——che--department--so

consentsar

{2) Every resident, part-year resident, or noanresident

required to file a return under subsection (1) is required

to file the state return using the same filing status as was

used to file the return required by section 6012 of the

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

{4) Aall taxpayers, including but nct 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 af filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amcunt 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, however, the tax seo
computed is greater by 51 than the amount withheld and/or
pard by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the amount oI 1income tax as
computed, the taxpayer shaii-be is entitled to a refund of
the excess.

(5) As scon as practicable after the return is filed,
the department shall examine and verify tne 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% 3/4 of 1% per annum month or fraction thereof
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on the additional tax. In-such-case-there-shaii-be There is

no penalty because of such the understatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed teo the taxpayer.

+74--By--November--i-of-each-year;-the-department-shait
muicipiy-the-minimum—amopnt-of--gress--income--necessivating
tha--£iling--of-—a--return-—by--the-infiation-facter-for-the
eaxable-year-—Fhese-adjusted-amounts-are-cffective-fer--that
taxabie--yeary--and--persons--having-gross-incomea-tess-than
thesa-adjusted-amounts-are-not-regquired-to-fite-a-returns

t8¥--Individuat-income-tax~-forms-~diseritbuted-—-by--the
deparement-—for-—each-tazable-year—muat-contain—instructions
and-tabites-based-on-the-adjusted--base--year-—-structure—-for
chat-taxable-years"

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

"15-30-144. Time for filing —- extensions of time. tiy
Returns shail must be made to the department on or before
the 15th--day--of--the-4th-month-£oittowing-the-ciose-of-che
taxpayeris-fiscat-years-or-if-the--return--is--made—-on—-the
bsasta-of-the-catendar-yeary;-then-the-return-shati-be-made-on
sr——pefore—-the-15th-day-of-Aprit-follewing-the-clese-of-the

eatendar-year day when the federal return is due. Taxpayers

shall submit to the department copies of any federal

extension of time for filing. Each return sha*® must set
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forth seeh facts as the department considers necessary for
the proper enforcement of this chapter. There shati must be
annexed to suach the 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
shatt must be furnished by the department upon application,
but failure to secure the form sha:: does not relieve any
raxpayer of the obligation to make any return required under
this law. Every taxpayer liable for a tax under this law
shall pay a minimum tax of $1.
t2y--An-antematie-f-month-extenaion-of-cime-for--£ftiing
a-return-ta-atiowedr-provided-that-cn-or-before-the-due-date
sf--the-—return;-—an—-apptiteation—is-made-on-forma-avaiiable
£rem—the-department-or-in-weriting-to-the-departmentes"

Section 19. section 15-30-146, MCA, is amended to
read:

"15-30-146. Tolling of statute of 1limitatioas. The
running of the statute of limitations provided for under
15-30-145 shall be suspended during any pericd that the
federal statute of limitations for collection of federal
income tax has been suspended by written agresment 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 1limitations and for 1 additicnal year,

If the taxpayer fails to file a record of changes in federal
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taxable income or an amended return as required by
15-30-304, the statute of limitations shaii does not apply
until 5 years from the date the federal changes become Einal
or the amended federal return was filed, If the taxpayer
omits from gross income an amount properly includable
therein which is in excegs of 25% of the amount of adiunated
gross net  taxable income stated in the return, the statute
of limitations sha¥t does not apply for 2 additional years
from the time specified in 15-30-145."

Section 20. Section 15-30-156, MCA, is amended to
read:

"15-30-156. Deduction for contributions to child abuse
and neglect prevention program. A taxpayer filing an
individual income tax return who-does-not-elsect-to-take-the
standard——-deduetion--provided--far--in--15-36-122 may, in
computing net income, claim a deducticn for the payment of a
contribution to the c¢hild abuse and neglect prevention
program as follows:

(1) If the taxpayer paid a contribution in the taxable
year for which the return is filed, he may deduct the amount
of the ccntribution paid during that year, unless the amount
was deducted as provided in subsection (2).

{2} If the taxpayer encloses a check or other order to
pay money as a contribution with the timely filing of a tax

return, in accordance with 15-30-144, he may elect to take a
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deduction for the amount of the contribution and apply the
deduction in the taxable year for which he is £iling the
return.”

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

"15-38-303. Confidentiality of tax records. (1) Except
in accordance with proper judicial order or as otherwise
provided by law, it is unlawful for the department or any
deputy, assistant, agent, clerk, or other officer or
employee to divulge or make known in any manner the amount
of income or any particulars set forth or disclosed in any
report or return required under this chapter or any other
information secured in the administration of this chapter.
It 1s alsoc unlawful to divulge or make known in any manner
any federal return or federal return information disclosed
on any return cor report required by rule of the department
or under this chapter.

(2) The cEficers chargqed with the custody of such
reparts and returns shall not be required ta produce any of
them or evidence of anything contained in them in any action
or proceeding in any court, except in any action or
proceeding to which the department is a party under the
provisions of this chapter or any other taxing act or on
behalf o©f any party to any action or proceedings under the

provisions of this chapter or such other act when the
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reports or facts shown thereby are directly involved in such
action or proceedings, in either of which events the court
may reguire the production of and may admit in evidence so0
much of said reports or of the facts shown thereby as are
pertinent to the action or proceedings and no more.

{3) Nothing herein shall be construed to prohibit:

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

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

{¢) 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.

(S} 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 ccurt, and if the
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offender be an officer or employee of the state, he shall be
dismissed from office and be incapable of holding any public
office in this state for a period of 1 year thereafter.

(6) Notwithstanding the provisions of this section,
the department may permit the commissioner of internal
revenue of the United States or the proper officer of any
state imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may furnish to
such officer or his authorized representative an abstract of
the return of 1income of any individual or supply him with
information concerning any item of income contained in any
return or disclosed by the repurt 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 othe¢ staie, 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

tay-~to-—the--department--of--Justice--altl--information
necessary--to--identify--these--perssns--quatifying--for-the

additicnai—exemptéon—for—biindness-pursnant—to—iS—ae—ii2{4)7
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for-the-purpone-cf-enabting-the--department-~ef-—justice——tn
admintarer-ehe-provistons~-af-61-5-185;-and

+b+ to the department o©of social and rehabilitaticn
services information acguired under 15-30-301, pertaining to
an applicant for public assistance, reascnably necessary for
the prevention and detection of public assistance fraud and
abuse, provided nctice to the applicant has been given."

Section 22, section 15-30-321, MCA, is amended to
read:

"15-30-321. Penalties for vioclation of chapter., (1) If
any person, without purposely or knowingly violating any
requirement imposed by this chapter, fails to file a return
of income on or before its due date (determined with regard
to an extension of time granted for filing the return),
there shall be impocsed a penalty of 5% of any balance of tax
unpaid with respect to sueh the return as of its due dater
but--in--ne--event-—-shaii--the-penatty-fer-fatture-to-fite-a

return-by-its-due-date-be-tess-thamn-$5- or §10, whichever is

greater. In addition, a penalty of 5% of any balance of tax

unpaid with respect to the return must be assessed for each

30-day period during which the tax remains unpaid following

notification of delinguency, with a maximum 30% penalty. The

department may abate the penalty if the taxpayer establishes
that the failure to file on time was due to reasonable cause

and was not due to neglect on his part. If any person,
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without purposely or knowingly viclating any requirement
imposed by this chapter, fails to pay any tax on or before
its due date tdetermined-with-regard-te-an-extension-of-time
granted-for-fiting-the-returnt, there shall be added tc the
tax a penalty of 8% 5% of =aaid the taxr-bPut-net-tesa-than

§57-and-tnterest. In addition, a penalty of 53 of the

delinguent tax must be assessed for each 30-day periocd

during which the tax remains unpaid following notification

of delinguency, with a maximum 30% penalty. Interest shall

accrue on the tax at the rate of 9%-per-annum 3/4 of 1% per
month for the entire period it remains unpaid. The
department may abate the penalty 1f the taxpayer establishes
that the failure to pay on time was due to reasonable cause
and was not due to neglect on his part.

(2) It any person fails, purposely or knowingly
viclating any requirement imposed by this chapter, to make a
return of income or to pay a tax if one 1s due at the time
required by or under the provisions of this chapter, there
shall be added to the tax an additicnal amount equal to 25%
thereaf of the tax, but sweh the additional amount shall in
no case be less than $29, and interest at 1% for each month
or fraction of a month during which the tax remains unpaid.

(3) Any individual, corporation, or partnership or any
officer or employee of any corporation or member or employee

of any partnership who, with intent to evade any tax or any
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requirement of this chapter or any lawful requirement of the

department thereunder under this chapter, purposely or

knowingly, fails to pay the tax or to make, render, or sign
any return or to supply any information within the time
required by or under the provisions ot chis chapter or who,
with like intent, purpesely or knowingly makes, renders, or
signs any false or fraudulent return or statement or
supplies any false or fraudulent information shall be liable
to a penalty of not more than $1,000, to be recovered by the
attorney general in the name of the state by action in any
court of competent jurisdicticn.yv-and The person shall also
be gquilty of a misdemeanor and shall upon conviction be
fined not to exceed $1,000 or be imprisoned not to exceed 1
year, or both, at the discretion of the court.

{4) With respect to the impesition of a civil penalty,
evidence procduced by the department to the effect that a tax
has not been paid, that a return has not been Eiled, or that
information has not been supplied as required under the
provisions of this chapter is prima facie evidence that the
tax has not been paid, the return has not been filed, or the

information has not been supplied.

(3) The department may not assess a penalty until the

penalty equals $10 or more for any one tax period or for the

period covered by a retuyrn or statement.”

Section 23. section 15-30-323, MCA, is amended to
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read:

"15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142(6} is not made within 60 days or if
the understatement is due to negligence on the part of the
taxpayer but without fraud, there shall be added to the
amount of the deficiency 5% thereofr-provided;-hcwever;-that
no-daficiency-penatty-shati-be-tess-than-$2 of the tax. In

addition, a penalty of 5% of the delinguent tax must be

assessed for each 30-day period during which the tax remains

unpaid following notification of delinguency, with a maximum

30% penalty. Interest will be computed at the rate of 3% 3/4
of 1% per anmnaum month or fraction therecof on the additional
assessment. Except as otherwise expressly provided in this
subsection, the interest shall in all cases be computed from
the date the return and tax were originally due as
distinguished from the due date as it may have been extended
to the date of payment.

{2) If the time for filing a return is extended, the
taxpayer shall pay 1in addition interest thereen or the
amount due at the rate of 9% 3/4 of 1% per ammum month from
the time when the return was originally required to be filed

to the time of payment,

{(3) The department may not assess a penalty until the

penalty eguals 310 or more for any one tax period or for the

period covered by a return or statement."
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Section 24. section 15-31-114, MCA, is amended ta
read:

*15-31-114. Deductions allowed in computing income. In
computing the net income, the following deductions shall be
allowed from the gross income received by such corporation
within the year from all sources:

(1) All the ordinary and necessary expenses paid or
incurred during the taxable vyear in the maintenance and
operation of its business and properties, including
reasonable attewmanee deductions for salaries for personal
services actually rendered, subject to the limitation
hereinafter contained, rentals or other payments required to
be made as a condition to the continued use or possession of

property to which the corporation has not taken or is not

taking title or in which it has no equity. These deductions

shall be determined and calculated in accordance with the

Internal Revenue {Code. No deduction shall be allowed for

salaries paid upon which the recipient thereof has not paid
Montana state income tax; provided, however, that where
domestic corporations are taxed on income derived from
without the state, salaries of officers paid in connection
with securing such income shall be deductible.

(2) (a) All losses actually sgstained and charged off
within  the year and not compensated by insurance or

otherwise, imcluding a reasonable allowance for the wear and
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tear and obsclescence of property used in the trade or
business, such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. All elections for
depreciation shall be the same as the elections made for
federal income tax purposes. No deduction shall be allowed
for any amount paid out for any buildings, permanent
improvements, or betterments made to increase the value of
any property or estate, and no deduction shall be made for
any amount of expense of restoring property or making goaod
the exhaustion thereof for which an allowance is or has been
made.

(b} (1) There shall be allowed as a deduction for the
taxable period a net operating less deduction determined
according to the provisions of this subsection. The net
operating loss deduction is the aggregate of net operating
loss carryovers tc sueh the taxable period pius--the--nes
operating--toss--carrybacks-to-sueh-taxable-pericd. The term
"net operating loss" means the excess of the deductions
allowed by this section, 15-31-114, over the gross income,

with the modifications specified in subsection (2)(b)(ii) =¢

this-subseection. If for any taxable period beginning--afeas
Pecember-~315--19¥87 a net operating loss is sustained, suek
the loss shaii-be-a-net-operating-iess-carryback-to-each—-aof

the--three--taxabte--periods-preeceding-the-taxablie-periad-of
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such-ioss-and shall be a net operating loss earryover
carryforward to each of the #five three taxable periods
following the taxable period of sueh the loss. A net
operating loss sustained for any taxable period ending after

December 31, 1975, in-addition-to-being and beqginning before

January 1, 1989, shall be a net operating leoss carryback to

each of the three preceding taxable pericdsy-~shati-be and a
net operating loss ecarryover carryforward to each of the
seven taxable periods following the taxable period of such
loss. The portion of such loss which shall be carried to
each of the other taxable years shall be the excess, if any,
of the amount of such loss over the sum of the net income
for each of the prior taxable periods to which such loss was
carried. For purposes of the preceding sentence, the net
income for such prior taxable period shall be computed with

the modifications specified in subsection (2)(b){ii)(B) ef

ehis-subaeecion and by determining the amount of the net
operating loss deduction without regard to the net operating
loss Eor the loss period or any taxable period theveafter,
and the net income so computed shall not be considered to be
less than zero.

(ii} The modifications referred to in subsection
(2}(b)(i) of-ehis-subseection shall be as follows:

(A} No net operating loss deduction shall be allowed.

(B) The deduction for depletion shall not exceed the
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amount which would be allewable if computed under the cost
method.

{C) Any net operating loss carried over toc any taxable
years beginning after December 31, 1978, must be calculated
under the provisions of this section effective for the
taxable year for which the return-ciaiming-the-net-operating
toas-careyover-ta-£3ted loss occurred.

(iii) A net operating loss deducticn shall be allowed
only with regard to 1losses attributable to the business
carried on within the state of Montana.

(iv) In the case of a merger of corporations, the
surviving corporation shall not be allowed a net operating
loss deduction for net operating 1losses sustained by the
merged corporations prior to the date of merger. In the case
of a consolidation of corporations, the new corporate entity
shall not be allcowed a deduction for net operating losses
sustained by the consclidated corporations prior to the date
of consolidation.

{v} Netwithstanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund cf tax
resulting from a net operating loss carryback or ecarryever
carryforward.

tviy-Fhe-—net—-operating--toss-~deduction--shati-noe-be
atiewed-with-respect-to-taxabte-periods-which--ended--on--or

before-—December——-317--19707-—but-shati-be-attowed-enty-with
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respect-to-taxabie—periods-peginning-on-or-after—Janvary--t7
197~

{3y In the case of mines, other natural deposits, oil
and gas wells, and timber, a reasonable allowance for
depletion and for depreciation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable year. All elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purpeses.

{4) The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a deduction if paid on an indebtedness created
for the purchase, maintenance, or improvement of property or
for the conduct of husiness unless the income from such
property or business would be taxable under this part.

(5) {a) Taxes paid within the year, except the
following s -

{i) Taxes imposed by this part.

(ii) Taxes assessed against local benefits of a kind
tending to increase the value of the property assessed.

(iii) Taxes on or according ta or measured by net
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income or profits imposed by authority of the government of
the United States.

{iv) Taxes imposed by any other state or country upcn
or measured by net income or profits.

(b} Taxes  deductible under this part shall be
construed to include taxes imposed by any county, school
district, or municipality of this state.

{6) That portion ‘of an energy-related investment
allowed as a deduction under 15-32-103.

(7} {(a) Except as provided 1in subsection {(7)(b),
charitable contributicns and gifts that qualify for
deduction under section 170 of the Internal Revenue Code, as
amended.

(b) The public service commission shall not allow in
the rate base of a regulated corporation the inclusion of
contributions made under this subsection.

(8) 1In lieu of the deduction allowed under subsection
(7}, the taxpayer may deduct the fair market value, not to
exceed 30% of the taxpayer's net income, of a computer or
other saphisticated technological equipment or apparatus
intended for use with the computer donated to an plementary,
secondary, or accredited postsecondary school located in
Maontana if:

(a} the contribution is made nc later than 5 years

after the manufacture of the donated property is
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substantially completed;

(b} the property is not transferred by the donee in
exchange for money, other property, or services; and

{c) the taxpayer receives a written statement from the
donee‘in which the donee agrees to accept the property and

representing that the use and disposition of the property

will be in accordance with the provisions of subsection

{8){(b) ef-thia-asubsection-{&}."

NEW SECTION. Section 25. Deductions not allowed. In
computing net income, the deductions allcwed for dividends
under sectlons 243 through 245 of the Internal Revenue Code
are not deductible from gross ircome under cthis chapter
unless otherwise provided in this title.

Section 26. section 15-31-121, MCA, 1is amended to
read:

"15-31-121., Rate of tax ~— alternpative minimum tax --
surkax. (1) Except as provided in subsectisn subsections (2)
and (3), the percentage of net income to be paid under
15-31-101 shall be 6-3/4% 6 1/2% of all net income for the
taxable period. ®Phe--rate-aet-forth-in-this-aubsection—{3i}
ahatt-be-effective-for-atl-taxabie-yearas-snding-on-or--after
Pebruary-287-1371+-Phia-rate-is-retroactive-to-and-effeetive
for--ati-taxabte-years-ending-on-ou after-FPebruary-28,-1971+

{2) For a taxpayer making a water's-edge election, the

percentage of net income to be paid under 15-31-101 shall be
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7% of all taxable net income for the taxable period.

t3)--Every-sorporatien-subiect-to-taxation—-under——this
part-shati;-in-any-event;-pay-a-minimum-tax-of-not-itesa-than
$58+T

té4t——Afrar-——the--amennt--af--eax--kiabittrty--has--been
computed-under-aubsectisns-{i-threugh-{3}7-each-corparation
subjest-to-taxatiton-under-this-part-shati-addr-as--a-—aurtax
for--tax--year-19688;-4%-af-rhe-tax—tiabtiteyr-and-rthe-amount
so-dertved-its-the-amount-due-the-statexs

(3) (a) There is an alternative minimum zax imposed on

all corpeorations filing tax returns pursuant to this part.

The minimum tax is an alternative to the tax, if any,

computed in subsection (1). Taxable income fcr purposes of

the minimum rax is the ceorporation's alternative minimum

taxable inccme as calculated pursuant to the Internal

Revenue Code.

{b) If the corporation 1is required to apportion its

income pursuant to 15-31-305 or elects to apportion its

income pursuant tc 15-31-323, the Ffederal alternative

minimum taxable income shall be multiplied by the

apportionment factor for the corporation. if the corporation

allocates its income  pursuant to 15-31-301¢3), the

adjustments, preferences, and losses used to compute the

federal  alternative  minimum taxable income shall be

allocated on the same basis as its income and expenses.
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{¢) The alternative minimum tax shall be:

(i) 6% of the federal alternative minimum taxable

income in the case of a corporation that does not apportion

its income pursuant to 15-31-305 or 15-31-321 or allocate

its income pursuant to 15-31-301; or

(ii) 6% of the amount computed under subsection (2)(b)

in the case of a corporation that is subject to 15-31-301 or

15-31-30% or thakt _elects io apportion its income under

15-31-323.

{4) Each corporation shall coxpute its tax under both

subsecticn {1) and subsection (3) and shall pay the higher

amount or $50, whichever is greater."”

NEW SECTION. Section 27. pividend credit. (1) &
corporation subject to tax as provided in this chapter that
recelives a cash dividend from a member of the same
affiliated group that is also subject to tax as provided in
this chapter 1is entitled to a tax credit. The credit is
equal to the tax rate provided in 15-31-121(1) multiplied by
the amount of the dividend and, in the case of a multistate
corporation, also multiplied by the Montana apportionment
ratio of the payee corporation.

{2) The credit 1is refundable in the vyear it is
claimed, to the extent that it exceeds what would otherwise

be the tax liability of the recipient pursuant to this

chapter.
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(3) The term "affiliated group" as used 1in ¢this
section has the same meaning as used in section 1504(a)(l)
of the Internal Revenue Code,

Section 28. section 15-31-202, MCA, is amended to
read:

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

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

valid election under subchapter &§. of Chapter 1 of the

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

imposed by this chapter.
t2y--Ff-a-smati-busrneas-carporation-makes-an--etection
ander-aspbsection—tiyr-thens
tafy--with---respeckt--—to-——-the--taxabie--yeara--of~~rche
corporacion-for-whteh--sach——electian——ita--in--effectr~-anech
corporatton-—+9~-—nct-—subjecr—-to—-the raxes-imposed-by-this
chapter-andy-with-respect-to--snch--taxabte--years--and--ati
sueceeding-—tarnable-yearsr—tha-previstons-of-this-part-appiy
tea-sueh-corporations-and
thi-—-with-respect-to-the-taxabie-years-af-a-sharensider
of-snch-corparation-in-which-or-with-which-the-raxabie-yesrs
of-the-corperation-for-wnich-such-eteetion-ia-in-effect-end;
the-provisiena-ef-this-part-appty-to-such--ahareholder;——and
with--reapeet--to--such--tazxable--years--and--ari-aneceeeding
taxabte-years;-the-proviatons-of-thts--part--appity-—to-—-such

sharehotder:
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t33-~An--eltection--gnder-subpection-{1y-must-be-made-in
accordanee--with--rutes--preseribed--by~--the——department--of
revendes

{2} A small business corporation that has made a valid

election under subchapter §., of cChapter 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 preof that a valid federal

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

the department receives the corporation's first tax return,

the department shall notify the corporation that proof is

required within 60 days of the date of the notice. If proof

is not received within 60 days of a reasonable extension

date based upon a request by the taxpayer prior to the

expiration of the 60 days, the corporation is subject to the

taxes imposed by this chapter,

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

election under subchapter S. of Chapter 1 of the Internal

Revenue Code may elect to be subject to the taxes imposed by

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

department. The form must have printed on it a notification

that making the election subjects incowme to tax under both

Title 15, chapter 30, and this chapter. For tax vyears

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

1988, the election must be filed by May 1%, 1988. Thereafter
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the election must be filed by the 15th day of the third

month of the taxable vyear for which the election is to

become effective. The election may be revoked by written

notification to  the department. A revocation must be filed

by the 15th day of the third month of the taxable year for

which the revocation is to be effective.

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

nonelecting small business corporation is included in the

stockholders' adijuared-gress taxable income as--defined-—-in
$5-38-33%,

(5) Every eiecting

nonelecting small business

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

Section 29. Ssection 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 shail
pay a minimum fee of $10."

Section 30. Section 15-31-553, MCA, is amended to
read:

*15-31-553. Fees to reimburse department for costs -—-
deposit in general fund. All moneys money collected under

15-31-551 and-35-3%-552-shati-be is required to reimburse
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the department of revenue for costs involved in the
preparation of the copies and certificates. All such--moneys

money collected shail--ge--inte must be deposited in the

general Eund.™

Section 31. section 15-31-554, MCA, is amended to
read:

"15-31-554. Returns to which sections apply. The
provisions of 15-31-551 ehrough and 15-31-5533 shat: apply to

all returns on file and all returns to—-be filed hereafter

after December 31, 1988."

Section 32. Section 33-27-101, MCA, is amended to
read:

®33-27-101. Short title. Sectiocns 15-130-107,
$5-38-¥2¥7 15-31-117, 15-31-118, and this chapter may be

cited as the "Independent Liability Pund Act”™.”

Section 33. section 33-27-102, MCA, is amended to
read:

"33-27-102. Purpose. The purpose of 15-38-107,
$5-30-32?5 15-31-117, 15~31-118. and this chapter 1is ¢to
create a means by vwhich small businesses cperating in
Montana may establish independent 1liability funds to set
aside assets or make investments to meet any liability
claims that might be made against the small businesses by

third parties.”

Section 34. Section 33-27-1063, MCA, is amended to
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read:

"33-27-103. Definitions. As used in 15-30-107 .,
+5-36-*2%s 15-31-117, 15-31-118, and this chapter, the
following definitions apply:

{1) "Fiscal year® means the 12-month period used by a
particular small business in preparing and filing its
Montana individual income tax, c¢orporate license tax, or
corporate income tax return.

{(2) "Independent liability fund" means a collection of
money, assets, and investments that has been set aside by a
small business to meet the needs of any liability claims,
except workers' compensation claims, brought against it by
third parties.

(3} "Liability claim” means any legal or extralegal
action by a third party asserting a right to c¢ompensation
for a wrong done to it by a small business with an
independent liability fund.

{4) "Small business” means any commercial or nonprofit
enterprise gqualified to do business in the state and
qualified as a small business under the criteria established
by the federal small business administration on April 20,
1987.

(5) "Third party" means a person other than an
employee or the management of a small business or of a

subsidiary or closely related enterprise of a small
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business."

Section 35. sSection 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) "Protective services" means services to children
and adults to be provided by the department of family
services as permitted by Titles 41 and 53.

{(3) "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.

(4) "Needy person" 1is one who is eligible for public
assistance under the laws of this state,

(5) "Net monthly in¢come" means one-twelfth of the
difference between the net income for the taxable year as
the-term-—net—-income-ts-defined-tn~15-38-10r and the state
income tax paid as determined by the state income tax return
filed during the current year.

(6) "ward 1Indian" is hereby defined as an Indian who
is living on an Indian reservation set aside for tribal use
or i3 a member of a tribe or nation accorded certain rights

and privileges by treaty or by federal statutes., If and when
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the federal Social Security Act is amended tc define a "ward
Indian", such definition shall supersede. the foregoing
definition.”

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

"67-11-303. Bonds and obligations. (l) An authority
may borrow money for any of its corporate purposes and lssue
its bonds therefor, including refunding bonds, in saeh a
form and upon sweh 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;

(e} grants or contributions from the federal
government; or

(d) other scurces.

{2) The bonds may be 1issued by resclution of the
authority, without an election and without any limitation of
amount, except that no sueh bonds may be issued at any time
1f the total amount of principal and interes: to become due
in any year on sach the bonds and on any then outstanding

bends for which revenues from the same source or sSources are

pledged exceeds the amount of such revenues toc be received
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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, i{ any are pledged,
sufficient t¢ make the revenues from the pledged source in
suek the year at least equal to the amount of suweh principal
and interest due in that year.

{3) The bonds may be sold at public or private sale
and may bear interest as provided in 17-5-102. Except as

otherwise provided herein in this secticn, any bonds issued

pursuant to this chapter by an authority may be payable as
to principal and Linterest solely from revenues of the
authority and shall state on their face the applicable
limitations or restrictions regarding the source from which
sueh 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 subdivisien within--—the-~-meantng-—-of
15-38-311+24tad.

(5) For the security of any sueh bonds, the authority
or municipality may by resolution make and enter 1into 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
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sums required from time to time toc 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 cf the facilities.

{(6) Subject to the conditions stated in this
subsection (6), the governing body ©f any municipality
having a population in excess of 10,000, with respect to
bonds issued pursuant to this chapter by the municipality or
by an authority in which the municipality is included, may
by resclution covenant that in the event that at any time
all revenues, including taxes, appropriated and collected
for aueh the 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 the 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 sueh the bonds, it
will levy a general tax upon all the taxable property in the
municipality for the payment of sueh the deficiency.r7-—and
sueh The 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 cne municipality

having a population in excess of 10,000 is included in an
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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 the bonds in sueh a
manner as the municipalities may determine. The resolution
shall state the principal amount and purpcse of the bonds
and the substance of the covenant respecting deficiencies.

Ne—such A resolution becomes does not become effective until

the guestion of its approval has been submitted to the
qualified electors of the municipality at a special election
called for that purpose by the governing body of the
municipality and a majority of the electors voting on the
question have voted in favor thereof. The notice and conduct
of the election is governed, to the extent applicable, as
provided for municipal general obligation bonds in Title 7,
chapter 7, part 42, for an election called by cities and
towns, and as provided for county general obligation bonds
in Title 7, chapter 7, part 22, for an election called by
counties. If a majority of the electors voting thereon vote
against approval of the resolution, the municipality has no
authority to make the covenant or to levy a tax for the
payment of deficiencies pursuant to this section, but such
the municipality or authority may nevertheless issue bonds
under this chapter payable solely from the sources referred

to in subsection (1) above.®
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NEW SECTION, Section 37. Repealer. Sections 15-30-110

through 15-30-117, 15-30-122, 15-30-123, 15-30-126,

15-30-127, 15-30-134, and 15-31-552, MCA, are repealed,
NEW SECTION. Section 38. Extension of authority. Any
existing authority to make rules on the subject of the

provisions of [this act] is extended toc the provisions of

[this act].

NEW SECTION. Section 39. codification instruction --
code commissioner instruction. (1) [Sections 8 through 10}
are intended to be codified as an integral part of Title 15,
chapter 30, and the provisions of Title 15, chapter 30,
apply to [sections B through 10].

(2) Sections 15-30-106 and 15-30-108 are intended to

be renumbered within Title 15, chapter 30, if necessary to

improve the organization of the chapter.

{3} [Sections 25 and 27] are intended to be codified
as an integral part of Title 15, chapter 31, part 1, and the
provisions of Title 15, chapter 31, part 1, apply to
[sections 25 and 27}.

t4) The code commissioner is instructed to make

changes throughout the Montana Code Annotated to reflect the
change of definition for Internal Revenue Code in section

15~30~101.

NEW SECTION. Section 40. severability. If a part of

{this act] is invalid, all valid parts that are severable
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from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 41. Effective date. [This act}
is effective on passaqge and approval.

NEW SECTICN, Section 42. Applicability. [This act]
applies retrcactively, within the meaning of 1-2-10%, to
taxable years beginning after December 31, 1988,

-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 HB764, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to generally revise the tax laws of the state; reducing individual income tax rates and the corporation
license tax rate; providing for an alternative minimum tax for corporations; repealing the corporation license tax
clearance certificate fee; and providing an immediate effective date and a retroactive applicability date.

ASSUMPTIONS:

1. Individual income tax collections are projected to be $239,124,000 in FY90, and $254,428,000 in FY91 (REAC).

2. Corporation license tax collections are projected to be $49,207,000 in FY90, and $49,503,000 in FY91 (REAC).

3. The proposed law provisions relating to the individual income tax are projected to increase individual
income tax collections by $35,486,000 in each year of the coming biennium (Department of Revenue
simulation).

4. Eliminating net operating loss carry-backs and limiting carry-forwards to three years for taxable periods

beginning after December 31, 1988 is estimated to increase corporation license tax revenue $750,000 in FYQO,
and $500,000 in FY91.

3. Disallowing Section 243 and 254 dividend deductions is estimated to increase corporation license tax revenue
$1,200,000 in each year of the biennium.

6. Reducing the corporation license tax rate from 6.75 percent to 6.3 percent is estimated to reduce revenue
$1,895,000 in FY90, and $1,896,000 in FY91l.

7. Implementing a corporate alternative minimum tax (AMT) is estimated to increase revenue $1,000,000 in each
year of the biennium.

8. Department of Revenue administrative expenses are anticipated to decrease $57,326 in FY90, and $80,682 in
Fy9l.

@ e DATE:‘S// //57 DATE 3/24/5'7

DAVE LEWIS, BUDGET DIRECTOR BOB RANEY, PRIMARY SPONSGR
OFFICE OF BUDGET AND PROGRAM PLANNING

Fiscal Note for HB764, as introduced

HB 7¢Y




riscal Note Request, HB764 as introduced

Form BD-15
Page 2

FISCAL IMPACT: FY30
Revenue Impact: Current Law Proposed Law Difference
Ind. Income Tax $239,124,000 $274,610,000 $35,486,000
GCorp. Lic. Tax 49,207,000 50,262,000 1,055,000
Total $288,331,000 $324,872,000 $36,541,000
Fund Information:
General Fund $168,025,168 $189,297,020 $21,271,852
Foundation Program 87,312,432 98,838,980 11,526,548
Sinking Fund 28,871,400 32,526,000 3,654,600
Local Governments 4,122,000 4,210,000 88,000
Total $288,331,000 $324,872,000 $36,541,000

Department of Revenue: (General Fund)

Expenditure lmpact: (Decrease)
Personal Services
Operating Expenses
Total

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION:

$( 24,336)

(_ 32,990)
$( 57,326)

FY91
Current Law Proposed Law Difference
$254,428,000 $289,914,000 $35,486,000
49,503,000 50,307,000 804,000
$303,931,000 $340,221,000 $36,290,000
$177,087,096 $198,210,948 $21,123,852
92,240,104 103,708,652 11,468,548
30,428,800 34,058,400 3,629,600
4,175,000 4,243,000 68,000
$303,931,000 $340,221,000 $36,290,000
$( 40,352)
( 40,330)
3( 80,682)

The individual income tax rate tables proposed in this bill are assumed to be the tables that will be in effect for

tax year 1989,

In order for these tables to generate the additional revenue shown in this fiscal note, the

definition of inflation factor in Section 5, subparagraph 5, must be changed to reflect a base vear consumer price
index of June, 1989 (page 7, line 8).
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APPROVED BY COMMITTEE
ON TAXATION
ROUSE BILL NO. 764

INTRODUCED BY RANMEY, RAPP-SVRCEK

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
TAX LAWS OF THE STATE; REDUCING INDIVIDUAL INCOME TAX RATES
AND THE CORPORATION LICENSE TAX RATE; PROVIDING FOR AN
ALTERNATIVE MINIMUM TAX FOR CORPORATIQONS; REPEALING THE
CORPORATION LICENSE TAX CLEARANCE CERTIFICATE FEE; BAMENDING
SECTIONS 7-14-1133, 7-34-2416,

13-37-218, 15-1-206,

15-30-101, 15-30-103, 15-30-105, 15-30-121, 15-30-131,

15-30-132, 15-30-135, 15-30-136, 15-30-141, 15-30-142,

15-30-144, 15-30-146, 15-30-156, 15-30-303, 15-30-321,

15-30-323, 15-31-114, 15-31-121, 15-31-202, 15-31-204,
15-31-553, 15-31-554, 33-27-101 THROUGH 33-27-103, 53-2-101,
AND 67-11-303, MCaA; REPEALING SECTIONS 15-30-110 THROUGH
15-30-117, 15-30-122, 15-30-123, 15-30-126, 15-30-127,
15-30-134, AND 15-31-552, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 7-14-1133, MCA, is amended to read:
®"7-14-1133. Bonds and obligations. (1) An authority

may borrow money for any of its corporate purposes and issue

bonds therefor, including refunding bonds, in such a form

and upon sueh terms as it determines, payable out of any
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revenues ©of the authority, including revenues derived from:

{a) any port or transportation and storage facility;

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

(c) 4grants or contributions from the federal
government; or

{d) other sources.

(2) The bonds may be issued by resoluticn cf 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 the bonds and cn any then outstanding bonds
for which revenues from the same source are pledged exceeds
the amount o©f swech the pledged 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 socurce in
such the 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 Iinterest as provided in 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
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state on their face the applicable limitations or
restrictions regarding the socurce from which sueh the
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 pelitical subdivision wiethimn-the
meaning-of-15-36-11t{2})fay.

(%) For the security of any sach bonds, the authority,
county, or municipality may by resolution make and enter
into any covenant, agreement, or indenture and may exercise
any additional powers authorized to be exercised by a
municipality wunder 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 parct,
prior to the payment of «current costs of operation and
maintenance of the facilities.,”

Section 2. Ssection 7-34-2416, MCA, is amended to read:

"7-314-2416. Tax-exempt status of bonds. Bonds issued
by a county pursuant to the provisions of 7-34-2411 through
7-34-2418 are declared to be issued for an essential public
and governmental purpose by a political subdivision within
the-meaning-of-15-36-11¢23¢tad."

Section 3. Section 13-37-218, MCA, is amended to read:
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"13-37-218. Limitations on receipts from political
committees. A candidate for the state senate may receive no
more than $1,000 in total combined monetary contributions
from all political commirttees caontributing to his campaign,
and a candidate for the state house of representatives may
receive no more than $600 in rotal combined monetary
contributions from all political committees contributing to
his campaign. The foregcing limitaticns shall be multiplied
by the inflation factor as defined in 15-30-101¢8} for the
year in which general elections are held after 1984; the
resulting figure shall be rounded off to tnhe nearest §50
increment. The commissioner of political practices shall

publish the revised 1limitations as a rule. In-kind

. contributions may not be included in computing these

limitation totals. The limitation provided in this section
doces not apply to contributions made by & political party
eligible for a primary election under 13-10-601."

Section 4. section 15-1-206, MCA, is amended to read:

*15-1-206. Waiver and abatement of penalties -
interest. (1) The department may, in its discretion, waive
the assessment of penalty for the late filing of any tax
statement or return required to be filed with the department
when the filing is done within 5 days of the date specified
for filing the return or statement and for the lale payment

of any tax collected by the department when the payment is
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made within S days of the date specified for payment of the

tax or, if beyond the 5-day period in either case, upon a

showing of reasonable cause by the taxpayer seeking waiver

of the penalty.

{2) Whenever the department waives or abates a penalty
provided for in this title, it also may, in its discretion,
waive or abate interest not to exceed $100 due upon the tax.

{3) Whenever the department is notified of a change in
federal taxable income as the result of a federal adjustment
or upon filing an amended federal return, as previded for in
15-30-304, the department shall abate the interest on the
additional tax 1liability from the date the department is
notified wuntil the department sends the statement of
increased tax liability to the taxpayer."

Section 5. 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:

tIy--“Base-year-struectnrel-means-the-fotiowing-eltements
of -the-income-tax—structures

tay-——-the--tax-—-brackets--estabiitshed--in-3¥5-38-16837-but
unaedjusted-by-subsection-{2}-0£-15-306-1083;-in-effeet-on-June
38-of-the-taxabie-year;

tbt--the--exemptions—--contatned---in---15-30-112;---but

unadiusted--by--snbacctions--tFy--and--t83--of-15-30-2325-1n
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effect-on-June-38-of-the-taxable-year;

tey--the--maxitmum--standard---deduction--—-provided-—--in
15-368-1227-but-unadiusted-by-subsection-{2+-0f-15-38-2327-4n
effect-an-June-30-of-rhe-tarabte-yoar;

+2¥(1) "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
statisties of the 0.8, department of labor.

t3¥(2) “Department" means the department of revenue.

té4y--4Pitvidend!--means--any--distetbution--nade--by---a
corporatton-——-sat-—--of--—tta-—ecarnings--or--profita--ro--tes
sharehoiders--or--memberay—-whether-—tn--cash--or--itn--other
property--or--in--stock-of-the-corperatien;-othes-tnan-steek
dividends-as-herein-defined:--4Stock--dividendst--means--new
stock-—-it3suedy;--for--aurpitus--or--profits--capttatizeds;--to
shareholders-in-proportion-te-their-previous-heltdingas

+5%(3) "Fiduciary" means a guardian,

trustee,
executor, administrator, receiver, conservator, or any
person, whether individual or corporate, acting in any
fiduclary capacity for any person, trus:, or estate.

€6%3(4) "Foreign country” or "foreign government" means
any jurisdiction other than the one embraced within the
United States, its territories and possessions.

t#}--UY6ross-incomel-means-the-taxpayerts--gross--income

for——-federat-tnecome-tax-purpeses-as-defined-in-section-6i-of
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the-fnternai-Revenue-Ecde—eé-k95ifor-as-that-:ectéon-mny--be
tabeited~-or--amended;—-execiuding--unempioyment--compenaation
ineiuded~tn-federat-gross-income--under—~-the--provisiens--of
section--B85-sf-the-internat-Revenue-Eode-of-1954-as-amended~

+8¥{5) "inflation factor"” means a number determined
for each taxable year by dividing the consumer price index
for June of the taxable year by the consumer price index for
June, 1980.

+9+{6) "Information agents" includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, employers, and all officers
and employees of the state or of any municipal corporation
or political subdivision of the state, having the control,
receipt, custody, disposal, or payment of interest, rent,
salaries, wages, premiums, annuities, compensations,
renumerations, emoluments, or other fixed or determinable
annual or periodical gains, profits, and income with respect
to which any person or fiduclary 15 taxable under this

chapter.

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

Code enacted August 16, 1954, and redesignated as the

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

99-514, as that code may be amended from time to time by the

United States congress. It is the specific intent of the
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legislature that all amendments by the United States

congress must be incorporated into the context of any

section of Title 15 referring to the Internal Revenue Code.

t:83(8) "Knowingly” is as defined in 35-2-101.

(9) “Nonresident" means every ind:ividual cther than a

resident.
fit3-“YNet--incomel-means-the-adiusted-gross-income-of-a

taxpayer-ltess-the-deductions-aticwed-by-this-chaprers
£323(10) "rPaid", for the purposes of the deductions and

credits under this chapter, except the deduc:i

» for federal

tax withholding, means paid or accrued or pail or incurred,
and the terms “paid or incurred” and "paid or accrued" shall
be construed according to the method of accounting upon the
basis of which the taxable income 1s computed under this
chapter.

£33¥(11) "Purposely” is as defined in 45-2-101.

t¥4¥(12} "Received”, for the purpose cof computation of
taxable income under this chapter, means received or accrued
and the term “recelved or accrued"” shall pe construed
according to the method of accounting upcn the basis of
which the taxable income is computed under this chapter.

t15%(13) "Resident" applies only to natural persons and
includes, for the purpose of determining liavility to the
tax imposed by this chapter with reference :& the income of

any taxable year, any person domiciled in the state of
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Montana and any other person who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has 3t established a residence
elsewhere.

tigy-L¥axable——income’--meana-the-adjnsted-qross-inceme
of-a-taxpayer-teas-the-deductions—-and--exemptions--previded
for-rn-this-chapters

t:73{14) “"Taxable year"™ means the taxpayer's taxable
year for federal income tax purposes.

t184(15) "Taxpayer" includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

Section 6. Section 15-30-103, MCA, is amended to read:

"}15-30-103. Rate of tax. (1} %®here A tax shall be
levied, collected, and paid for each taxable year commencing
on-or after December 31, 3968 1988, upon the Montana taxable
income of every taxpayer subject to this tax.7-efter-making
atiewanes--for--exemptions—-and--deductiona--as--hereinafter
providedT—-aftax~on—the-fo}}owing-brackets—oi—taxﬂb}e-inccme
as-adjusted-under-subseetion-{2}-ak-the-foilowing-ratess

tai--on-the-firse-53;000-cf-taxable-income-or-any--part
therecf;-2%;

tby--sn—-the--next-5t7888-0f-taxable-income-or-any-part
thereosfy-3%+

fc1—-cn-the—next-$27999—af—taxab}Evinccme—or——any-*part
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thereob;-4%+

tdy--on-—the--next-52;888-of -taxabie- tncome-ar-any-part
thereaf;-5%+

ter--on-the-next-52;000-of-taxab:e -tneome-ar--any--pare
thereaf;-&6%;

tE}--on-—che--nexe-527;080-of-raxabte—tncome or any-parte
thereof;-2%+

tgy--on-the-next-54;0680-0f-tarable-rneume-or--any--pare
thereof;-8%;

thy--en-~-the--next-36786868-of -taxable-income-or-any-pare
theresf -9%7

tty--on-the-next-5i57;008-of-taxabte-tneceme-sr-ary--part
therest -310%;

t3y--en--any-taxabie-rneome-in-eéxcesa-cf-535;0068-or—any

part-therecfs-tt%s The tax must be determined in _accordance

with subsections {2) through (6).

(2) The tax for married persons filing jointly and for

surviving spouses as defined in section 2({a) of the Internal

Revenue Code is:

(a) 5% of the first $4,000 of taxable income or any

part thereof:;

(b) 7% of the next $8,000 of taxable income or an

part thereof; and

{c) 9% of any taxable income in excess of $12,000,

(3) The tax for married persons filing separately is:
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f{a) 5% of the first $2,000 of taxable income or any

part thereof;

(b) 7% of the next $4,000 of taxable income or any

part thereof; and

(¢} 9% of any taxable income in excess of $6,000.

(4) The tax for a single person is:

(a) 5% of the first $2,400 of taxable income or any

part thereof;

(b) 7% of the next 54,800 of taxable income or any

part thereof; and

{¢) 9% of any taxable income in excess of §7,200.

{5) The tax for a head of household, as that

designation is used in the Internal Revenue Code, is:

fa) 5% of the first $3,200 of taxable income or any

part thereof;

(b) 7% of the next $6,400 of taxable income or any

part thereof; and

(c) 9% of any taxable income in excess of $9,600.

t2)(6) By November 1 of each year, the department
shall multiply the bracket ameunt amounts contained in

subsection—-{i) subsections (2) through {(5) by the inflation

factor for that taxable year and round the cumulative
brackets to the nearest $100. The resulting adjusted
brackets amounts are effective for that taxable year and

shall be used as the basis for imposition of the tax in
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subsection-fi}-of-this~-seetisn subsections (2) through (5).

(7) Except as provided in subsection (8), the

taxpayer's filing status as reported on his federal return

must be used for purposes of determining the Montana tax

rate in subsections (2) through (5).

(8) Montana taxpayers who are both residents and

nonresidents and who file jointly Eor federal purposes shall

file separately."

Section 7. Secrion 15-30-105, MCA, is amended to read:

"15-30-105. Tax on ponresident -- alternative tax
based on gross sales. (1) A-iike-tax-ta-impssed--upon--every
pearson-—not--restdenc—-of--this--stater;--which--tax-shaii-be
tevied;~collected;-and-paid-annually-at-the-rates--apecified
in-15-30-183-with-respect-eo-his-entire-net-income-as-herein
defined--from--ail--properey--owned-and-from-every-businessy
trader-professtony-or-seccupation-earried-on-in——thia-—-statex

Every nonresident and part-year resident is subject to the

tax imposed by 15-30-103 on all income from every business,

trade, profession, or occupation carried on in the state and

on all income, including interest, derived from any property

in the state.

{2} Pursuant to the provisions of Article III, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana

consists of making sales and who does not own or tent real
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estate or tangible perscnal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable year does not exceed $100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable year. Swekh The tax
ahatt--me is in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shall be determined according to the provisions of
Article IV, sections 16 and 17, of the Multistate Tax

Compact."
NEW SECTION. Section 8. Montana gross income. Montana
gross income must be determined as provided in section 61 of

the Internal Revenue Code.

NEW SECTION. Section 9. Mcantana adjusted gross
income. In the case of resident taxpayers, Montana adjusted
gross income must be determined as provided in section 62 of
the Internal Revenue Code. 1In the case of nonresidents and

part-year residents, Montana adjusted gross income must be
determined as set forth in section 15-30-131.

NEW SECTION. Section 10. Montana taxable income. (1)
In the case of a full-year resident, Montana taxable income
must be determined as provided in section 63 of the Internal
Revenue Code, plus the additions to income in subsection (2}
and less the deductions from income in subsection {3). It is

the intent of the legislature that federal taxable income as
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reported on a taxpayer's federal return for the taxable year
is the starting point for calculating the taxpayer's Montana
taxaeble income, & taxpayer who uses the federal standard
deduction to calculate federal taxable income shall also use
the federal standard deduction, subject to the applicable
adjustments in subsections (2) and (1), to calculate Montana
taxable income. A taxpayer who uses the federal itemized
deductions to calculate federal taxable income snall also
use the federal itemized deduction, subject to the
applicable adjustments in subsections (2) and (3}, to
calculate Montana taxahle income.

{2) The following additions to federal taxdoie income
are required:

{a) gross interest and dividends derived from
obligaticns or securities of states other than Mcntana in
the same amount that has been excluded from adjusted gross
income, less related expenses not deducted because of
section 265(a){l) ©f the Internal Revenue Code:

(b) state taxes on or measured by income to the extent
the taxes have been deducted to compute federal taxable
income;

(c) 1losses on the sale of United States obligaticns
that the state is prohibited from taxing to the extent the
losses have been deducted to compute federal adjusted gross

income.
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{3) The following deducticons from federal taxable
income are allowed:

{a) gross interest income and dividends from
obligations or securities issued by Montana or any political
subdivision of Montana that are included in federal adjusted
gross income;

(b) to the extent included in adjusted gross income,
income from obligations of the United States government that
the state 1is prohibited by law from subjecting to a net
income tax. This deduction must be reduced by any interest
or indebtedness incurred to carry the obligations and, to
the extent deducted to arrive at adjusted gross income, any
expenses incurred to produce the interest income.

{c} actual tax liability for the taxable year as
reported on the federal tax return in the amount of:

(i) $7.,000 for married taxpayers filing jointly or for
a taxpayer filing as a surviving spouse;

{(ii) 53,500 for all other taxpayers;

(iii) the federal tax 1liability as later amended,
including recalculation, for Montana tax purposes, to
reflect the actual tax liability in subsections ({3}(c)(i}
and (3)(ec)(ii);

(d} an amount equal to the federal tax credit allowed
under sections 21 and 22 of the Internal Revenue Code for

household and dependent care services necessary for gainful
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employment ;

(¢) up to $800 interest income earned by each taxpayer
age 65 or older. Taxpayers filing as married filing jointly
or surviving spouse may deduct up to S$1,600 total per
return,

() benefits not in excess of $3,600 received under:

(i) the Federal Employees' Retirement Act;

{ii) the public employee retirement laws of a state
other than Montana; or

(iii) a private or corporate retirement plan or system;

(g) all benefits paid under the teachers' retirement
law which are specified as exempt from taxation by 19-4-706;

(h) all benefits paid under The PFublic Employees'’
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

(i) all benefits paid wunder the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

(i) all benefits paid under 19-11-602, 19-11-604, and
19-11-605 to retired and disabled Eirefighters, their
surviving spouses and orphans or specified as exempt from
taxation by 19-13-1003;

(k) all benefits paid under the municipal police
officers’ retirement system that are specified as exempt

from taxation by 19-9-1005;
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{1} all benefits paid under an opticnal retirement
program that are specified as exenpt from taxation by
19-21-212;

(m) all Montana income tax refunds or credits;

{n) gain required to be recognized by a liquidating
corporation pursuant to 15-31-113(l}(a){ii):

(¢) net railroad benefits to the extent federal law
preempts this income from state taxationg

(p) salary received from the armed forces by residents
and nonresidents who are on active duty:

(q) income o©f an enrolled tribal member while living
and working on a federally established Indian reservation to
the extent federal law preempts this 1income from state
taxation.

Section 11. sSection 15-30-121, MCA, is amended to
read:

"15-30-121. Deductions allowed in computing net
income. In computing net income, there are allowed as
deductions:

ttj-—-the-items-referred-to-in-sections-16t-and--2t3--of
the--Internai--Revenue--Eode-cf-1954;-or-as-sectiona-161-and
2it-shati-be-itabeited-or-amended;-subject--to--the--foliowing
excepttons--which-are-not-deductibies

tay--tbema-provided-for-in-15-30-1235

thy--state-income-tax-patds
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t2y--federat--income——tax-paid-within-the-taxable-years
t3}--expenses-af-houaehotd-and-dependent-care--services
as-outlined-in-subsections-{t3¥tay-through-{t33fey-and-subject
to-—-the--iimitacions--and--rutes--as--set-out-in-aghacctions
+3ytdy-ehrough-t33{t€y-as-fetitows:
ta)y--expendes-fer-houslehoid-and-dependent-care services
necessary-for-gainfut-empioyment-tneurred-for:
tty--a-dependent-under-15-yeara--of--age--for--whom-—an
exemption—can—be-ciaimed;
fity-a---dependent--as--attowabie--under--15-30-112¢5%7
except-that-the-imitations-for-age-and-grovs-tncome-da-—not
appliyr-whe-ts-unabie-to-care-for-himsetf-becanse-af-phyatea
or-mentat-+iinesar;-and
titty-a--spouse--who--ts--unablte--to--care--for-himseif
because-of-physicet-or-mentat-tiinesss
thi--employment-retated-—expensca--itnecurred---for---the
folrrowing--servicesay;—-but-onlty-if-auch-expensea-are-inenrred
to-enabie-the-taxpayer-to-be-gainfuliy-empltoyed:
{ty--mouseholtd-services-which-are-attributabte——to--the
care-of-the-quatifying-itndividuats-and
titty-care---of-——an-—-individuat--who--guatifites--under
subsectiron-{3¥tais
tey--—expenses-incarred-tn-matntatning-—a--honsahord--+£
sver--hatf--ecf-—the--cogr--of--maintaining--the household-is

furnished-by-an-individual-or;-itf-the-individuat-ts--married

-18- HB 764



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

25

HB 0764/02

during-the-applicabie-periedy-is-furnished-by-the-individuat
and-his-spouses
tdy-—-the---ameunecs--~deductrbie-——itn--subseceton--t3Iytal
rhrongh-{33tej-are-subject-to-the-fortowing-titmitationss
ti¥--a-deduction-+a-attswed-under-subsection-¢I}tay-for
employment-retated-expenses-incurred-during-the-year-oniy-te
the—extent-such-expenses-dao-net-exceed-5470806+
tity-expenses--far-—-aservices--in~-the---househoid--~are
deductibte--under--aubsection--t3jtay-for-empteyment-retaced
expensea-oniy-rf-they--are--incurred--for—-servicea--in--the
taxpayeris--—househetdy-—-except--—-that--—empioyment-related
expenses--inearred--for——services--outaide--the-—-caxpayeris
househotd--are-dedoetible;-but-onty-tf-incurred-for-the-care
of-a-quatrtfying-tndividuat-described-in-subsestion-¢33tatrtty
and-onty-to-the-extent-such--expenses--inenrred-—during--the
year-do-not-exceeds
tAy--$27480-~in-—-the-case-of-one-quatifying-individuals
+B}--$37;600-in-the-casa-of-two-quatifying--individuais;
and
+€3--547;800--in--the-—case--af-three-or-more-gquatifying
itndividuais;
tey--tf-the—-combinad--adiusted-—gross——income—-of —the
taxpayers——exceeds-518;800-for-the-taxabte-year-during-which
the---expenses---are--—tncurreds;-—--the———amount----of----the

employment-reiated--expenses--incurred--must--be--reduced-by
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ane-hatf-of-the-axeeas-of-tha-combined-adjuseed-gross-tneome
oaver—$18;060+ .
tEy--for-purpeses-of-this-subaection-{3yr
tiy--married-esupies-shati-fite-a-joint-rerurn-eor--£ite
separateiy-on-the-same-formsy
frty-if--the--eaxpayer--is-married-durtng-any-peritod-of
ehe—taxab}e—yearr—empicyment—reiated~expen5es——ineurred««are
deduetibte-onty-+£:
thi~--beth-spouses-are-gainfuliy-empisyeds-in-which-case
the-axpenaes—are-deductible-onty-ta-the-exrenc-that-they-are
a-direct-resutt-of-the-employments-ar
tB¥--the-apouse-is-a-qualitfying-individualt-described-in
subsection—t3)y{ayfizri)s
f{itiy-an--individuai--teqatiy-separated-£rom-his-apouse
under-a-decrae-of-divarce-or-of-aeparate-maintenance-may-not
ba-considered-as-married;
fiv?-the~deductien-for—empioyment—re}ated-expenaes—muat
be--divided--equatiy--between--the---spouses---when---filing
separatetiy-en-the-same-form;
tvy--payment--made--es--a--chitd-of -the-taxpayer-who-is
under-i9-years-of-age-at-the-ctose-af-the-taxable--year--and
payments—-made-—to--an--individuat--with--respect--to-whom-a
deduction-is-atriowabie-under-15-38-112¢5)-are—not-deductibie
as-empioyment-retatcd-expenses;

t4y-—in--the---ecase---of---an---individuaty;---politicat
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contributiona--determined-—in-aceosrdance-with-the-proviaions
of-section-2i8tal-and-{b}-of-the-Internat-Revenne-Eode--that
were-in-effect-for-the-taxabte-year-ended-Becember-317;-1978+

t53(1l) that portion of expenses for crganic fertilizer
allowed as a deduction under 15-32-303 which was not
otherwise deducted in computing taxable income; and

t63(2) contributions to the child abuse and neglect
prevention program provided for in 41-3-701, subiject to the
conditions set feorth in 15-30-156."

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

"15-30-131. Nonresident HNonresident's and <temporary

resident-taxpayers----adjusted--gross part-year resident's

taxable income ---dedactiena. (1) In the case of a taxpayer
other than a resident of this state, adjusted gross income
includes the entire amount of adjusted gross income from
sources within this state but shatt does not include income
from annuities, interest on bank deposits, interest on
bonds, notes, or other interest-bearing obligations, or
dividends on stock of corporations except to the extent to
which the-same-shati-be they are a part of income from any
business, trade, profession, or occupation carried on in
this state. Interest income from installment sales of real
or tangible commercial or business property located in

Montana must be included in adjusted gross income. Adjusted
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gross income from sources within and wiethout outside this
state shall be allccated and apportioned under rules
prescribed by the department.
t2¥--in-tha-case-cf-a-taxpayer-other-than-a-resirdent-of
thiz-stare-who-ts-a-resident-af-a-state-that-tmposes——a--tax
on-the-income-of-natural-perscna-residing-within-that-stace;
the---deductions---altitowed-—-in--cemputing--net--taceme~--are
restricted-co-those-direceiy-connected-with-—the--predueceion
of-Montana-income<
t3¥--In-the-case-cf-a-taxpayer-other-than-a-rezrdent-of
this-stace-who-is-a-resident-ef-a-atate-rhar-dees-nor-impese
a--tax-on-the-tneome-of-naturai-persons-reaiding-withitn-thae
state;—the-dednetrions-atlowed-in-computing--—ner-—-income-—-are
reatricted--te-the-greater-of-these-direceiy-retncing-to-the
production-of-Meatana-tneeme-sr-a-prorated-amouns--sf--these
attowed---nnder---15-368-121s---Por-—-the--parposes-—-of-—-thia
subsection;-deductions-attowed-under-15-36-12t-applty-enty-teo
earned-income-—and-must-be-prorated-mccording—-to--the--ratte
that--the--taxpayerts—-Mentana--earned--ineeme--peass-toa-his
federal-earned-incomes
t4y--A--temporary--tresident--shalti--pbe--attowed---choase
dednections-and-the-credit-under-15-32-189-attowed-a-resident
to-—the——axtent-that-such-deductiona-er-eredit-were-actually
incurred-ear-expended-in-the--state—-ef--Montana--during--the

course-of-his-residency~
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t5y-—-FPor-~-the-purposes—ocf-this-section;-‘earned-incomed
shaii-be-defined-as-the-same-term-is-defined-in--mection--43
ef--the--internal--Revenue--gades-~or--as--that—-sectisn-may
subseguentiy-be-amendeds

t6}-—Notwithatanding-che-provistens-of-subsections-—-¢2%
and--t3}7--any-conkribution-made-after-Becember-315;-1982;-to
the-state-cf-Montana--or--a--potiticat--subdivision--thereof
shalti--bhe--an--sitewable--deduetion-in-compuring-net-inecomes
The-deduction-is-subject-to-the--iimitations--set--forth--in
section-i76-of-the-Internat-Revenue-Code-of-1954;-as-tabeaied
er-amendeds

{2} (a) To calculate Montana taxable lincome, a

nonresident taxpayer may deduct the following:

{i} that portion of the federal deduction for personal

exemptions that Montana adjusted gross income bears to

federal adjusted gross income; and

{ii) that portion of the federal standard deduction

that Montana adjusted gross income bears to federal adjusted

gross income or, in the alternative, the federal itemized

deductions, subject to the limitations in [section

10(3){c}], that are directly attributable to Montana

adjusted gross income.

{b} A nonresident taxpayer who uses the federal

standard deduction to calculate federal taxable income shall

also use the federal standard deduction to calculate Montana

-23- HB 764

10
11
12
13
14
15
i6
17
18
19
20
21
22
23
24

25

HB 0764/02

taxable income. A nonresident taxpaver who uses the federal

itemized deductions to calculate federal taxable income

shall also use the federal itemized deductions as a basis

for calculating Montana taxable income.

{3) (a) In the case of a part-year resident, Montana

taxable income is as determined in subsection (1} pius:

(i) the additions to income in [section 10{2)(b) and

(ii) that portion of the income described in [section

10(2)(a)l that was earned while the taxpayer was a resident

cf Montana.

(b) To calculate_ Montana taxable income, a part-year

resident taxpayer may deduct the following:

(i) that portion _of the federal deduction for personal

exemptions that Montana adjusted gross income bears to

federal adjusted gross income; and

(ii) that portion of the federal standard deduction

that Montana adjusted gross income bears to federal adjusted

gross income or, in the alternative, the federal itemized

deductions, subject to the limitations in [section

10(3)(e)}, that are directly attributable to  Montana

adjusted _gross income.

{c) A part-year resident taxpayer who uses the federal

standard deduction_to calculate federal taxable income shall

also use the federal standard deduction to calculate Montana
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taxable income. A part-year resident taxpayer who uses the

federal itemized deductions to calculate federal taxable

income shall also use the federal itemized deductions as a

basis for calculating Montana taxable income,

{4) A part-year resident is allowed the c¢redit under

15-32-109 allowed a full-year resident for energy-conserving

expenditures incurred in Montana during the taxable year.

+23(5 For purposes of this section, "installment

sales" means sales in which the buyer agrees to pay the
seller in one or more deferred installments."

Section 13. sSection 15-30-132, MCA, is amended to
read:

"15-30-132. Change from nonresident Lo resident or
vice versa. If a taxpayer changes his status from that of
resident to that of nonresident or from that of nonresident
to that of resident during the taxable year, he shall file a
return covering the fraction of the year during which he was
a resident. Phe-—exemptions-provided-in-15-36-t12-shatt-be
prerated-on-the-ratio--the--Mentana--adjusted--groas-——income
bears--to-—federat--adjusted-gross-tnecemes 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 basis. If he obtains employment
outside the state without abandoning his Montana residence,

then income from saeh the out-of-state employment is taxable
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in Montana."

Section 14, Section 15-30-135, MCA, is amended to
read:

"15-30~135. Tax on beneficiaries ar fiduciaries of
estates or trusts. tiy A tax shaii-be is imposed, at the

rate imposed on a single person, upeon either the fiduciaries

or the beneficiaries of estates and trusts as hereinafter

provided in this section, except to the extent saweh the

estates and trusts shati--bBe are held Eor educatiocnal,
charitable, or religious purpcsesy. which The tax shaii must
be levied, ccllected, and paid annually with respect to the
income of estates or of any kind of property held in trust.s
including-
tay--income--received-~by-—eatates-—-of-deceased-persons
during-the-period-of-admintatration--sr--serciement--cf--the
eatare;
fby--tncome--aceumutated--tn--truat--for-the-benefit-of
unborn-sr-unascertained-persons-or-persons--with-—-centingent
tntereats;
tey--inceme--heid—-for-—future-distcribution--under-the
terma-af-the-witi-or-truatcs-and
tdy-—-income--which--is--to--be---distributed--—-te-—-the
beneficinries-——perieditecattys;--whether-—ar--not--at--seguiar
itntervats;-and-the-itneome--coilteected--by--a--guardian--cf--a

minery-to-be—-hetd-or-distributed-as-the-court-may-drreces
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t2y—-Fhe--firduciary-shati-be-reapensibie-fer-making-the
return-cf-income-£for-the-estate-sr-trust-for-which-he--—actss
whether--the-fiduciary-or-the-beneficiaries-are-caxabie—-with
reference-to-the-income-of-such~estate-or--trust---In-~cases
under——subse:tions——fa}—-and--fdi—-of——aubsection-—f}}T-—the
Eiduciary-shatl-inciude-in-the-return-a--statement-——of——each
beneficiary'a--distributive-—share-ef-net-income;-whether-er
not-distributed-before-the-etose-cf--the--taxabie--year--for
which-the-return-is-madex

t3-—Ein--cases-—under--subssctions-tajr-tby;-and-{e}-of
subsection-{i};-the-tax-shati-be-imposed-upon-the--fiduciary
of-the-easeate-or-trust-with-respect-to-the-net-income-of-the
estate--or-truat-and-shati-be-paid-by-the-fiduciary---¥f-the
taxpeyeris-net-income-for-the-taxable-year-of-the-estate--or
trust-——is-cemputed-upon-the-basis-of-a-periad-different-from
that-upon-the-basia-sf-which-the-net-income-of-the-estate-or
trust-is-cemputedz-then-his-distributive-share--af--the--net
income--of--the-estate-or-trust-for-any-accounting-pertod-of
sSuch-astate-or-trust-ending-within-the--fiscal--or--catendar
year—-shati--be--computed-—-upon--the--bhasts——en—-whieh——-snech
benefretaryts-net-income--is--computed-——-In-—-such--ecasesy--a
beneficiary--not-a-resident-shali-be-taxable-with-respect-to
his-income-derived-through-such-estate-or-trust-snty-to--the
extent--provided--in--15-36-131-—for--individuaias-other-than

residentsas
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t4y-—Fhe-fiduciary-of-a-trust-created-by-an-ampioysr-as
a-part-of-a-stock-bonuar-pensiony-or-profit-sharing-ptan-for
the-exciusive-benefit-of-some-or-alti-ef--his--empleyees;--to
which--contributions-are-made-by-such-empioyer-or-empioyees;
or-bothy-for-the-purpose-of-distributing-to--such--employeeas
the--earnings~-and--prinecipai-cf-the-fund-accumultated-my-the
trust-in-aceordance-with-such-plan; —-shati--not-—bke--taxable
under—-this-sectiony~but-any-amount-contribured-to-such-fund
by-the-empleyer-and-ati-—-earnings--of--such--fund--shati--be
tmetnded--in--computing-the-income-of-the-distributee-in-the
yesr-in-which-distributed-or-made-avaiimbie-to-hims

+5}--Where-any-part-of-the-incame-ef-a-truat—ocher-than
a-teatamentary-trust-is—or-may-be-apptied-to-the-payment--of
premiums--upon——pciicies~~o£--insurancej—on——the—iiEe—oE«the
grantor-texcept-polticies-of--insurance--irrevecabiy--payable
for-the-purposes-and-in-the-manner-speacified-reiasting-te-the
so-caltted--“charitabie--contributtont-—deductiony--er-to-the
payment-of-premiums-upon-policies-of~-1tife--insurance-—under
whiekh--the--granter--is—-the--beneficiary;--svech-part-of-the
tneome-of-the-trust-shati-be-incituded-in-computing-—the--met
tncome-of -the-grantors:"

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

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

-- exemption., (1) Except as otherwise provided in this
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chapter, the #gross income* of Montana taxable estates or

trusts means includes all federal taxable income from

whatever source derived in the taxable year, including but
not limited to the following items:

(a) dividendss

tb+ interest received or accrued, including interest
received on obligations of ancther state or territory or a
county, municipality, district, ot other political
subdivision thereof, but excluding interest income from
obligations of~«

¢ty the United States government or-—the--astate--of
Mentana; and

tii}-a-scheot-districtr-or

fiii}~uu——countyT———municipakity;——déstriet7~—or—-other
petiticai-subdivisien-of-the-stater

tci——income—frem—partnerahips—and*ethet—Eédnciaries:

td)y--grosa-rents-and-royattiess

fe?——gain—frcm—saie—or—exchange—oﬁ—preperty;-—&nciuaing
thcse—-gains—that-are-exciuded~from-gross—inccmc-for-federa}
Eiduciary-ineome—tax~—purposes-—by——seetien——64&tc}——cé--the
fnternat-Revenne-Eode-of-19547-as-amendeds

ff&——gross—pfoEib—Eram-ttade~or—business:—and

tg¥{b) refunds recovered on federal income tax, to the

extent the deduction of such federal income tax resulted in

a reduction of Montana income tax llability for the taxable
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year 1987.
(2) In computing net income, there are allowed as
deductions:
tey-—itnterest--expenses--deductrble--for--federat---cax
purposes--according--to--seceton-tg3-of-the-intermat-Hevenue
Eode—o0£-1954;-a3-amendeds
thi--taxes-paid-or~accrued--within-—-the--taxabte--yesary
inelnding-—-but--not--iimtted--to--federat--income--tax; - -but
excluding-Meontane-income-taxs
te3—-that--fiductary*s--portion—-of——--deprecitattan—--or
depletion-—-whiteh~--ts--deductinte-—£for--federai--tax-purposes
according-to-seckions-167;-6tt7--and--642--ef--the--Internat
Revenue-Code-of-1954;-as-amended;
ftd4y--charttabie--eontributiens——that-are-deduceibhle-for
federal-tax-purposes-according--to--section--642tcy--of-—the
Internai-Revenune-Ceade-af-19547-as-amendeds
ted--ndministrative-expenaes-ciaimed-for-federat-tncome
tax--purpesesy-—according--to-sections-2i2-and-642t9r-of-the
Internal-Revenne-€Eode-of-19547-as-amended;-if-such-—expenses
were--not—-claimed--as--a--deduction-in-he-determination-of
Mentane-inheritance-taxs;
tf}--tcasea--from-—-fivey-—starm;--shipwreck;--er--other
easuatty-or-from-theft;-to-the-extent-not-compensated—£or-by
itnsurance-~or-otherwtser-that-are-deductibie-—for-federat-tax

purposes-according-to-seetion-165-cf--the--Internal--Revenae
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Eode-of-19547-as-amendedr

tg)-—net--cperating-toss-deductions-atitowed-for-federal
fncome-tax-under-section-642tdi-cf-the-internai-Revenue-cade
of-1954;-as-amended;-except-estates-—may--not--citatm--tosses
that-are-deductibie-on-the-decedentta-finat-returnsy

thyta) all benefits, not in excess of $3,600,
recelved:

(1) as federal employees' retirement;

(ii) as retirement from public employment in a state
other than Montana; or

{iii) as an annuity, pension, or endowment under
private or corporate retirement plans or systems;

t¥¥{b) all benefits paid under the Montana teachers'
retirement system that are specified as exempt from taxation
by 19-4-706;

t93{c) all benefits paid under the Montana Public
Employees' Retirement System Act that are specified as
exempt from taxation by 19-3-105;

tky(d] all benefits paid under the Montana highway
patrolmen's retirement system that are specified as exempt
from taxation by 19-6-705;

t¥¥{e) Montana income tax refunds or credits thereof;

tm}3{f) all benefits paid under 19-11-602, 19-11-604,
and 19-11-605 to retired and disabled firemen or their

surviving spouses or children;
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{tn¥y(g} all benefits paid under the municipal police
officers' retirement system that are specified as exempt
from taxation by 19-9-1005.

t34——in-the-case-cf-a-msharehotder-of-a-corporation-with
respect-to-which-the-eteckion-provided-for-under -subehapter
Ss--ef--the-internai-Revenue-€ode-o£-1954;-as-amended;-ia-+n
effeet-but-with-respect-to-which-the~election--provided-—-feor
under--35-31-282--ts~-not--in--effectiy-—net--incoma-doss-nas
tnetnde-any-part-of-the-corporationts-undistributed--taxable
tneomes--net--operating--loss;-capitat-gains-or-other-gainsy
profita;-—or--tosses—-required--to--be---treinded-—-in---the
sharehelderts-federat-income-tax-net-income-by-reascn-of-the
eteetten--under-subchapter-S--However;-the-shareheideria-nat
tnecome--shati---inctude---actnal---distribution-——from—--tha
eerperation—-to--the--extent--it-would-he-treated-as-taxanie
dividends-itf-the-subchapter-S:-electian-were-not-in-—effemes

t43--Fhe-—-fottowing--additional--deductions—-shatli--be
atiswed-in-dertving-taxable-income-nf-gatates-and-truatas
tay-—any--amount-—-of -income —for--the---taxable---year
currentiy--required-—-to--he-disrributed-te-benefieciaries-far
sSueh-years
tb}--any-other-amounes-praperty-—-paid--or--credited--or
required-to-be-distributed-for-the-taxabte-year;
fef-—the-—amount-—-af-—-60%--0f-—-the--exceas-—af--bhe-nes

tong-term-capital-gain-ever-the-net-short term-capitai--toss
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for-the-taxable-years
$5)--Fhe--exemptisn--attowed--for-eatates-and-truata-ia
that-exemption-provided-+n-15-38-112¢2¥tay-and-15-36-:12¢8}:
t6y-—A--eruse--or--estate--excinding---benefrta---under
subsections-t23tiy-throagh-{23tkir-t23tmir-or-t2¥tny-may-not
exctude—--benefits-~-deacribed--in--subsection-{2¥¢th}-frem-net
tncome-uniess-the-benefita-recetved-under-subsectiona-{24{i4
throvgh—{2¥tk¥r-{2¥tmir-or—t2¥tny-are-tess-chan--5376087--%n
which--case--the--trust--oar--estate--may-eombine-benefits-to
exclude-tup-to-a-totat-of-537666-from-net-incomes

{3} A trust or estate that elects to itemize its

deductions from adjusted gross income on its federal return

for taxable year 1989 and that is required to pay additional

federal tax due in 1989 for the taxable year 1988 may gdeduct

the federal tax paid in 1989 from its Montana taxable

income."

Section 16. section 15-30-141, MCA, is amended to
read:

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

same—to the state. Taxpayers filing a Jjoint return are

jointly and severally liable for the tax and any interest

and penalty unless the department determines, based on the
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criteria in section 601l3(e) of the Internal Revenue Code,

that a spouse is relieved of liability.”

Section 17. Secrion 15-30-142, MCA, is amended to
read:
"15-30-142. Returns--apd-payment-af-rax----penatty-and

interest--—-refunda----eredites FPiling of returns. (1) Every

single-—-indrviduai-and-every-married-indtviduat-nee-fiting-a
joint-retura-with-nis-or--hepr--spouse--and--having--a--gross
income-for-the-eaxablte-year-of-mere-than-$1;00087-as-adjusted
ander---the---proviatens--af--subsecrion——+#}¥7--and--married
itndividuats--not--filing--separate——returns--and--having—--a
combimed--gross--ineeme—for--the--taxabte-year-cf-more-than
5278887 -as-adjusted-under-the-provisions-of -subsection--{t737

shati-be-1iabte-fer-a-return-to-be-filted resident, part-year

resident, or nonresident deriving any income from Montana

snall file a tax return, on such forms and according to such

rules as the department may prescribe, if that person:

(a) 1is subject to the reqguirement of filing a federal

return pursuant to section 6012 of the Internal Revenue

Code; or

(b) has sufficient adjustments to federal taxable

income to require the payment of tax to Montana. Fhe-greas

tneome-amennts-referred-to-in-the-preceding--sentence--shati
be--thereased--by--58807-as-adjuated-under-the-provistons—of

35-38-112¢7}-8nd-{83y;-for-each-addittenal-perascnat-exemption
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atlowanee-the-taxpayer-is-entitied-to-ctaim-for-himaetf——and
Ais—-speuse—-under-15-38-112¢3y-and-t4y--RA-nenresident-shail
be-required-to-—file-a-recurn-tf-his--—grass--income--£or——-the
taxable-year-derived-frem—spurees-within-Hontana-exceeda-the
amognt--of--the-—exemption-deduction-he-is-antitted-to-ciaim
for--himaetf-—and--hia--apouse--under--the---provistens---of
+5-38-112{2¥7--—t3Iy7--and——t4y7--as--prorated--according--to
+5-38-%32t6%+
t2y-—in-accerdance-with-tnscructions-set-foreh——-by—--the
departmenty--every--taxpayer—--who-ts-married-and-tiving-with
husband-or-wife-and-its-regquired-to-fite-az-return-may;—at-his
ar-her-option;-fite-a-jeine-return-with-husband-or-wife-even
though-one-of-the-—apouses--has--neither--gross--inceme-—-pnor
deductionsi—-f--a--foinkt--return——its-made;-the-tax-shati-be
computed-en-the-agqgreqgate-taxabte-income-and--the--tiabitiey
with--reapect--to——-the--tax-shati-be-joint-and-severat+-If-a
joint-return-has-been-£fited-for-a-tarablte-yeary-the--apouses
may--not-file-separate-returna-after-the-time-for-fiting-the
return-of--either--has--expired--uniess--the--department--so

consantss

(2) PBvery resident, part-year resident, or nonresident

reguired to file a return under subsection (1) is reguired

to file the state return using the same filing status as was

used to file the return reguired by section 6012 of the

Internal Revenue Code.
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(3) If any auweh taxpayer is unable to make his own
return, the return shall be made by a duly autheorized agent
or by a guardian or other person charged with the care of
the person or property of such taxpayer.

{4) All taxpayers, including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amount of income tax payable and shall, at the
time of filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amaount withﬁeld 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, however, the tax sa
computed is greater by S$1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $§1 the amount of income tax as
computed, the taxpayer shati-be is entitled to a refund of
the excess,

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

(6) If the amount of tax as verified is greater than
the amount theretofere paid, the excess shall be paid by the
taxpayer to the department within &0 days after notice of
the amount of the tax as computed, with interest added at

the rate of 9% 3/4 of 1% per annum month or fraction thereof
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on the additional tax. ¥Im-spen-case-thers-shall-be There is

no penalty because of sueh the understatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed to the taxpayer.
t7}-—-By--Nevember--it-of-each-year;~the-department-shail
muttipiy-the-minimum-amount-eof--groas--inceme--necessitating
the--fiting--of--a~-return--by--the-infiation-factor-for-the
taxabisa-year;-These-adjusted-amounts-are-effective-for--that
taxable~--year;--and--paraons--having-gress-tncomes-iesa-than
these-adinsted-amounts-are-not—required-to-£frie-a-returns
8f--FIndividuat-inceme-tax——forms--distributed--by--the
department--for--each-taxable-year-must-centain—tnatructions
and-tabies-hased-an-the-adjuated--base--year--structure-—for

that-taxabte-years"

Section 18. Section 15-30-144, MCA, is amended to
read;:
"15-30-144, Time for filing -- extensions of time. iy

Returns aha*¥ must be made to the department on or before

the :5th--day—~ef-—-the-dth-menth-foiiowing-the-sieae-of-the
taxpayeris-frscat-year,-or-itf-the--return--rs—-made--on--the
basis-of-the-calendar-year;-then-the-return-shati-be-made-eon
er—-before—-the-15th-day-of-Apriti-fottewing-the-close-of-the

eatendar-year day when the federal return is due. Taxpayers

shall submit to the department copies of any federal

extension of time for filing. Each return shatt must set
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forth s=uel facts as the department considers necessary for
the proper enforcement of this chapter. There shati must be
annexed to such the 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
shatt must be furnished by the department upon application,
but failure to secure the form shaii does not relieve any
taxpayer of the obligation to make any return required under
this 1law. Every taxpayer liable for a tax under this law
shall pay a minimum tax of $1.
t2¥--An-antematie-6-month-extenateon-of-cime-£for--fiiing
a-return-is—-allowed;-provided-that-en-or-before-the-dne-date
of--the--returny--an--apptication-is-made-cn-forma-avarlable
from-the-department-sr-tn-wricing-to-the-departments"

Section 19. section 15-30-146, MCA, is amended to
read:

"15-30-146. Tolling of statute of 1limitations. The
running of the statute of limitations provided for under
15-30-145 shall be suspended during any period that the
federal statute of limitations for collection of federal
income tax has been suspended by written agreement signed hy
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
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taxable income or an amended return as required by
15-30-304, the statute of limitations shaii does not apply
until 5 years from the date the federal changes become final
or the amended federal return was filed. IEf the taxpayer
omits from gross income an amount properly includable
therein which is in excess of 25% of the amount of adiusted
gress net taxable income stated in the return, the statute
of limitations shati dces not apply for 2 additional years
from the time specified in 15-30-145."

Section 20. Section 15-30-156, MCA, is amended to
read:

*15-30-156. Deduction for contributions to child abuse
and neglect prevention program. A taxpayer filing an
individual income tax return who-does-not-etect-to-take-the
atandard-—deduction——prcvided—fEor~~in——}5—36—}22 may., in
computing net income, claim a deduction for the payment of a
contribution to the child abuse and neglect prevention
program as follows:

{1) If the taxpayer pald a contribution in the taxable
year for which the return is filed, he may deduct the amount
of the contribution paid during that year, unless the amount
was deducted as provided in subsection (2).

(2) If the taxpayer encloses a check or other order to
pay money as a contribution with the timely filing of a tax

return, in accordance with 15-30-144, he may elect to take a
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deduction for the amount of the contributicn and apply the
deduction in the taxable year for which he 1is filing the
return.”

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

"15-30-303. Confidentiality of tax records. (1} Except
in accordance with proper Jjudicial order or as otherwise
provided by law, it is unlawful for the department or any
deputy, assistant, agent, clerk, or other officer or
employee to divulge or make known ipn any manner the amount
of income or any particulars set forth or disclosed 1n 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 recurn information disclosed
on any return or report required by rule of the department
or under this chapter.

(2) The officers charged with the custody of such
reports and returns shall not be required to produce any of
them or evidence of anything contained in them in any action
or proceeding 1n 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
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reports or facts shown thereby are directly involved in such
action or proceedings, in either of which events the court
may require the production cof 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 meore.

(3) Nothing herein shall be construed to prohibit:

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

(b) the publicaticon 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 9general 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 theresn 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
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offender be an officer or employee of the state, he shall be
dismissed from office and be incapable of helding 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 commissicner of internal
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 his authorized representative an abstract of
the return of income of any individual or supply him with
information concerning any item of income contrained 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 informatlon 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

tay--to--the--department--of--justice--att--information
necessary--to--identify-—-those--persens--quatifying--for—the

additionat-exempeion-for-biindness—puragant-to-15-38-2+2t4}yy
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Eor—the-purpase—of—enabling—the—-depnrtment—~oi——jnstice——tc
administer-ehe-provisions-ef-61-5—165:-and

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

Section 22. section 15-30-321, MCA, is amended to
read:

"15-30-321. Penalties for violation of chapter. (1) If
any person, without purposely or knowingly violating any
requirement imposed by this chapter, fails to Eile a return
of income on or before its due date (determined with regard
te an extension of time granted for filing the return),
there shall be imposed a penalty of 5% of any balance of tax
unpaid with respect to sueh the return as of its due dates
but--in--no-~event--shall--the-penalty-fer-faiture-to-fite-a

return—by—its~due-date-be—iea:~than-$Sr or $10, whichever is

greater, In addition, a penalty of 5% of any balance of tax

unpaid with respect to the return must be assessed for each

30-day period during which the tax remains unpaid following

notification of delinquency, with a maximum 30% penalty. The

department may abate the penalty if the taxpayer establishes
that the failure to File on time was due to reasgnable cause

and was not due to neglect on his part. If any person,
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without purposely or knowingly violating any requirement
imposed by this chapter, fails to pay any tax on or before
its due date tdetermined-with-regard-to-an-exrensien-of-time
granted-fer-filing-the-returny, there shall be added to the
tax a penalty of ¥8% 5% of said the tax;-but-net-tess—than

$57-and-interest. In addition, a penalty of 5% of the

delinquent tax must be assessed for each 30-day period

during which the tax remains unpaid following notification

of delinquency, with a maximum 30% penalty. Interest shall

accrue on the tax at the rate of 9%-per-annum 3/4 of 1% per
month for the entire period it remains unpaid. The
department may abate the penalty if the taxpayer establishes
that the failure to pay on time was due to reasonable cause
and was not due tO neglect on his part.

{2y If any person fails, purposely or Xknowingly
violating any requirement imposed by this chapter, to make a
return of income or to pay a tax if one is due at the time
required by or under the provisions of this chapter, there
shall be added to the tax an additional amount eqgual to 25%
theresf of the tax, but sueh the additional amount shall in
no case be less than $25, and interest at 1% for each month
or fraction of a month during which the tax remains unpaid.

{3) Any individual, ceorporation, or partnership or any
officer or employee of any corporaticn or member or employee

of any partnership who, with intent to evade any tax or any
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requirement of this chapter or any lawful requirement of the

department thereunder under this chapter, purposely or

knowingly, fails to pay the tax or to make, render, or sign
any return ar to supply any information within the time
required by or under the provisions of this chapter or wha,
with 1like intent, purpecsely or knowingly makes, renders, or
signs any false or fraudulent return or statement or
supplies any false or fraudulent information shall be liable
to a penalty of not more than §1,000, to be recovered by the
attorney general in the name of the state by action in any
court of competent jurisdiction.r-amd The person shall also
be guilty of a misdemeanor and shall upon conviction be
fined not to exceed $1,000 or be imprisoned not to exceed 1
year, or both, at the discretion of the court.

(4) With respect to the imposition of a civil penalty,
evidence produced by'the department to the effect that a tax
has not been paid, that a return has not been Filed, or that
information has not been supplied as reguired under the
provisions of this chapter is prima facie evidence that the
tax has not been paid, the return has not been filed, or the
information has not been supplied.

{5) The department may not assess a penalty until the

penalty equals §10 or more for any one tax period or for the

period covered by a return or statement."

Section 23. section 15-30-323, MCA, is amended to

-45- HB 764

10
11
12
13
14
15
i6
17
18
19
20
21
22
23
24

25

HB 0764/02

read:

"15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142(6} is not made within 60 days or if
the understatement is due to negligence on the part of the
taxpayer but without fraud, there shall be added to the
amount of the deficiency 5% thereefs;-provided;-however;-that
no-defietency-penatey-shati-be-tess-chan-52 of the tax. 1In

addition, a penalty of 5% of the delinguent tax must be

assessed for each 30-day period during which the tax remains

unpaid following notification of delinguency, with a maximum

30% penalty. Interest will be computed at the rare of 3% 3/4
of 1% per annam month or fraction thereof on the additional
assessment. Except as otherwise expressly provided in this
subsection, the interest shall in all cases be computed from
the date the return and tax were originally due as
distinguished from the due date as it may have been extended
to the date of payment.

{2) If the time for filing a return is extended, the
taxpayer shall pay in addition interest thereemn on the
amount due at the rate of 9% 3/4 of 1% per annaum month from
the time when the return was originally required to be filed

to the time of payment.

(3) The department may not assess a penalty until the

penalty equals $10 or more for any one tax period or for the

period covered by a return or statement."
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Section 24. section 15-31-114, MCA, is amended to
read:

"15-31-114, Deductions allowed in computing income. In
computing the net income, the following deductions shall be
allowed from the gross income received by such corporation
within the year from all sources:

{1) All the ordinary and necessary expenses paid or
incurred during the taxable vyear in the maintenance and
operation of its business and properties, including
reasonable attowance deductions for salaries for personal
services actually rendered, subject to the limitation
hereinafter contained, rentals or other payments required to
be made as a condition to the continued use or possession of
property to which the corporation has not taken or is not

taking title or in which it has no equity. These deductions

shall be determined and calculated in accordance with the

Internal Revenue Code., No deduction shall be allowed for

salaries paid upon which the recipient thereof has not paid
Montana state income tax; provided, however, that where
domestic corporations are taxed on income derived from
without the state, salaries of officers paid in connection
with securing such income shall be deductible.

{2}y (a} All losses actually sustained and charged off
within the year and not compensated by insurance or

otherwise, including a reasonable allowance for the wear and
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tear and obsclescence of property used in the trade or
business, such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. All elections for
deprecilation shall be the same as the elections made for
federal income tax purposes. Nc deduction shall be allowed
for any amount paid out for any bulildings, permanent
improvements, or betterments made to increase the value of
any property or estate, and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
made.

{b) (i) There shall be allowed as a deduction for the
taxable period a net operating loss deduction determined
according to the provisions of this subsection. The net
operating loss deduction is the aggregate of net operating
loss carryovers to such the taxable periocd pius--the--naet
aperating--tasa--carrybacks-to-such-taxabte-period. The term
"net operating loss" means the excess of the deductions
allowed by this section, 15-31-114, over the grass income,
with the modifications specified in subscction (2)(b)(ii) of
this-subsestion, If for any taxable period beginning--after
Becember--317--397687 a net operating loss is suystained, such
the loss shati-be-a-net-operating-toss-carryback-to—each--of

the--three--taxabie--perinda-preceding-the-taxable-pertod-of
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suyeh-1oss-and shall be a net operating loss earryover
carryforward to each of the #£ive three taxable periods
following the taxable period of such the loss. A net
operating loss sustained for any taxable period ending after

December 31, 1975, in-additien-te-being and beginning before

January 1, 1989, shall be a net operating loss carrypack to

each of the three preceding taxable periodsy-shati-be and a
net operating loss earryover carryforward to each of the
seven taxable periods following the taxable period of such
loss. The portien of such loss which shall be carried to
each of the other taxable years shall be the excess, if any,
of the amount of such loss over the sum of the net income
for each of the prior taxable periods to which such loss was
carried. For purposes of the preceding sentence, the net
income for such prior taxable period shall be computed with

the modifications specified in gubsection (2){b}(ii){(R) of

thisa-anksection and by determining the amount of the net
operating loss deduction without regard to the net operating
less for the loss period or any taxable period thereafter,
and the net income so computed shall not be considered to be

less than zero.

{ii) The modificatiens referred to in subsecticn

{2){b) (i) ef-ehis-subsection shall be as follows:
(A) No net operating loss deduction shall be allowed.

{B) The deduction for depletion shall not exceed the
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amount which would be allowable if computed under the cost
method.

(C} Any net operating loss cartied over to any Laxable
years beginning afrer December 31, 1978, must be calculated
under the provisions of this section effective for the
taxable year for which the return-citatming-the-ner-sperating
toas-carryever-i3-£fited loss occurred.

(iii)y A net operating lass deduction stall be allowed
only with regard to losses attributable to the business
carried on within the state of Montana,

{iv) In the case of a merger of corporazions, the
surviving corporatien shall not be allowed 4 net cperating
loss deduction for net operating losses sustained by the
merged corporaticns prior to the date of merger. In the case
of a consolidation of corporations, the new corporate entity
shall not be allowed a deduction for net operating losses
sustained by the consolidated corporations prior to the date
of consolidation,

{v) Notwithstanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund of tax
resulting from a net operating loss carryback or earryover
carrtyforward.

tvij-Phe--net--operating--losa-~-deduction--shark-nst-be
attowed-with-respect-to-taxable~periods-which--ended--en--or

before--December--33;--1978,--but-shali-be-atitowed-onty-with
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respect-to-taxabie-pericds-beginning-on-er-after-January-—iy
197+

(3} In the case of mines, other natural deposits, oil
and gas wells, and timber, a reasonable allowance for
depletion and for depreciation of Iimprovements; sSuch
reascnable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable year. All elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposes.

{(4) 'The amount of interest paid within the year on its
indebtedness incurred in the operation of the business £from
which its income is derived; but 1no interest shall be
allowed as a deduction if paid on an indebtedness created
for the purchase, maintenance, or improvement cf property or
for the conduct of business unless the income from such
property or business would be taxable under this part.

{5) (a} Taxes paid within the year, except the
following:

(i} Taxes imposed by this part.

{ii) Taxes assessed against local benefits of a kind
tending to increase the value of the property assessed.

(iii) Taxes on or according to or measured by net
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income or profits imposed by authority of the government of
the Onited States.

(iv) Taxes imposed by any other state or country upon
or measured by net income or profits.

{b) Taxes deductible under tnis part shall be
construed to include taxes imposed by any ccunty, school
district, or municipality of this state.

(6) That portion of an energy-related investment
allowed as a deduction under 15-32-103.

(7) {a) Except as provided 1in subsection (7}(b),
charitable contributions and gifts that qualify for
deduction under section 170 of the Internal Revenue Code, as
amended.

{b) The public service commission shall not allow in
the rate base of a regqulated corporation the inclusion of
contributions made under this subsection.

(8) Im lieu of the deduction allowed under subsection
(7}, the taxpayer may deduct the fair market wvalue, not to
exceed 30% of the taxpayer's net income, of a computer or
other sophisticated technological eguipment or apparatus
intended for use with the computer donated to an elementary,
secondary, or accredited postsecondary school located in
Montana if:

{a) the contribution is made no later than 5 years

after the manufacture of the donated property is
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substantially completed:

(b) the property 1is not transferred by the donee in
exchange for money, other property, or services; and

(c) the taxpayer receives a written statement from the
donee in which the donee agrees to accept the property and
representing that the use and disposition of the property
will be in accordance with the provisions of subsection
(8)(b) af-thisa-subsectton-{B}."

NEW SECTION, Section 25. peductions not allowed. In
computing net income, the deductions allowed for dividends
under sections 243 through 245 of the Internal Revenue Code
are not deductible from gross income under this chapter
unless otherwise provided in this title.

Section 26. section 15-31-121, MCA, is amended to
read:

"15-31-121. Rate of tax -- alternative minimum tax --
surtax. (1) Except as provided in subsectton subsections (2)
and (3), the percentage of net income to be paid under
15-31-101 shall be 6-3/4% 6 1/2% of all net income for the
taxable period. ¢he--rate-seb-forth-in-this-subseseion-+13}
shati-be-saffective-for-ati-taxabte-years-ending-on-or--after
February-28;-1971s-Fhis-prate-ta-retronetive-to-and-effective
for--ati-taxabte-yeara-ending-en-ar-afeer-February-287-35%%<

(2) For a taxpayer making a water's-edge election, thé

percentage of net income to be paid under 15-31-101 shall be
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7% of all taxable net income for the taxable period.

t3y--Every-corperation-subiect-to-taxatian--under--this
part-shailv-in-any-events;-pay-a-minitmum-tax-of not-tess—than
5568+

t41--After-—-the--amoont--of--tax--liabitiety-—has--been
eomputed-under-aubaecriona-tiy-rhrough-{3};-each-corporacion
subject-to-taxatien-under-thia-part-shati-add;-as~-a--surtax
for——tax—-year-19887—4%-of-the-tax-ttabitiey;-and-the-amount

as-darived-ta-the-amsont-due-the-srate

(3} (a) There is an alternative minimum tax imposed on

all corporations filing tax returns pursuant to this part.

The minimum tax is an alternagtive to the tax, if any,

computed in subsection (1). Taxable inccme for purposes of

the minimum tax is the corporation's alterpative minimum

taxable income as calculated pursuant to the Internal

Revenue Code.

{b) If the corporation 1is required to apportion its

income pursuant to 15-31-305 or elects (o apportion 1its

income pursuant to 15-31-323, the federal alternative

minimum taxable income shall be rultiplied by  the

apportionment factor for the corporation. If the corporation

allocates its income pursuant ko 15-31-301(3), the

adjustments, preferences, and losses used to compute the

federal alternative minimum taxable income shall he

allocated on the same basis as its _income and expenses.
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(c) The alternative minimum tax shall be:

(i) &% 4% of the federal alternative minimum taxable

income in the case of a corporation that does not apportion

its income pursuant to 15-31-305 or 15-31-323 or allocate

its income pursuant to 15-31-301; or

{ii) 6% 4% of the amount computed under subsection

(2){b) in the case of a corporation that is subject to

15-31-301 or 15-31-305 or that elects to apportion its

inccme under 15-31-323.

(4) Each corporaticn shall compute its tax under both

subsection (1) and subsection {3) and shall pay the higher

amount or $50, whichever is greater."

NEW SECTION. Section 27. pividend credit, (1) A
corporation subject to tax as provided in this chapter that
receives a cash dividend from a mnmember of the same
affiliated group that is also subject to tax as provided in
this chapter is entitled to a tax credit. The credit 1is
equal to the tax rate provided in 15-31-121(1) multiplied by
the amount of the dividend and, in the case of a multistate
corporation, also multiplied by the Montana apportionment
ratioc of the payee corporation.

(2) The credit 1s refundable in the year it is
claimed, to the extent that it exceeds what would otherwise

be the tax liability of the recipient pursuant to this

chapter.
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(3) The term "affiliated group" as used in this
section has the same meaning as used in section 1504(a)(1l)
of the Internal Revenue Code.

Section 28. Section 15-31-202, MCA, is 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 5. of Cnapter 1 of the

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

imposed by this chapter.
f277~iE--a—smai}—business—ccrpo:atien—maxes-anfe}ection
under-subsection-tiys-thens:
f31~—with*ﬂrespect-—to—*the*Ataxab}ef--yearsv*ﬁef———the
ccrpcrﬂtian——Eor—-which~-snch--e}ect&cn——fs——in-effeetT-such
corporationfisvnct~subject—te——thefftaxps—-imposed——by——this
chapter—-and7~~with4~respect—~te**such—taxab%e—years—and—aii
succeeding-taxab}e—years;fthe—pfovfsicns—cf—this-part-—appiy
to-such-corparation;-and
fb}v*with—respect-to—the*taxab}e—years—ef—a—shareheider
oE~5uch—carperation—in—uhichAcr—with—uhich-the—taxabie-years
oE—the‘carperation—Ear—uhich—such—e}ection-is—in*effect—endy
the~—provisiena——o§—this—part—apply~tc-=uch-sharehoiderr-and
with-respect-—to--—such--taxahte--years--and -aiti--suceeeding
taxab}e——yeat57——the——provisions——of—th§3'part—app}y—te-such

shareholders
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+3¥-~An-etectisn-under-subacctien-{1+-must-be--made--in
accordance--with—--rutes—-prescribed--by--the--department--of

revenges

(2) & small business corporation that has made a wvalid

election under subchapter S. of Chapter 1 of the Internal

Revenue Code shall file by the 15th day of the third montn

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 proof is not filed by the time

the department receives the corporaticon's first tax return,

the department shall notify the corporation that progf is

required within 60 days of the date of the notice. If proof

is not received within 60 days or a reasoconable extension

date based upon a request by the taxpayer prior to the

expiration of the 60 days, the corporation is subject to the

taxes imposed by this chapter.

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

election under subchapter S. of Chapter 1 of the Internal

Revenue Code may elect to be subject to the taxes imposed by

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

department. The form must have printed on it a notification

that making the election subjects income to tax under beth

Title 1%, chapter 30, and this chapter. 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
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the election wmust be filed by the 15th day of the third

month of the taxable year for which the election is to

become effective. The electicn may be revoked by written

notification to the department. A revocation wrust be filed

by the 15th day of the third month of the taxable year for

which the revocation is to be effective.

{4) This eleetion section is not effective uniess the
corporate net income or loss of swen--eteettng the

nonelecting small business corporation is  iacluded in  the

stockholders' &adjusted--gross taxable income as-defined-in
35-36-x%1z.
(5) Every eteeting nonelecting smail ~ business

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

Section 29. section 15-31-204, MCA, is amended to
read:

"15-31-204. Minimum fee of qualifying corporations
unaffected. Notwithstanding the provisicons of 15-31-121
corporations electing--and qualifyiong under 15-31-202 shail
pay a minimum fee of $§10."

Section 30. Section 15-31-553, MCA, is amended to
read:

*15-31-553. Fees to reimburse department for costs --
deposit in general fund. All moneys wmoncy collected under

15-31-651 and--15-3t-552--shalti-be is required to reimburse
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the department of revenue for costs involved in the
preparation of the copies and certificates. All such-moneys

money collected shati-ge--ines must be deposited in the

general Efund."

Section 31. section 15-31-554, MCa, is amended  to
read:

"15-31-554. Returns to which sections apply. The
provisions of 15-31-551 throeugh and 15-31-553 shaii apply to

all returns on file and all returns te-be filed hereafter

after December 31, 1988."

Section 32. section 133-27-101, MCA, is amended tao
read:

"33-27-101. Short title. Sections 15-30-107,
15-38-3237 15-31-117, 15-31-118, and this chapter may be
cited as the "Independent Liability Fund Act"."

Section 33. secrion 33-27-102, MCA, is amended to
read:

*33-27-102. Purpose. The purpase of 15-30-107,
5-30-:2%7 15-31-117, 15-~31~118, and this chapter is to
create a means by which small businesses operating in
Montana may establish independent 1liability funds to set
aside assets or make investments to meet any liability
claims that might be made against the small businesses by

third parties.”

Section 34. Section 33-27-103, MCA, is amended to
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read:

"33-27-103. Definitions. As . used in 15-30-107,
+5-38-32% 15-31-117, 15-31-118, and this chapter, the
following definitions apply:

(1) "Fiscal vyear" means the l2-month period used by a
particular small business in preparing ard filing its
Montana individual income tax, corporate license tax, oOr
corporate income tax return.

{2) "Independent liability fund" means a collection of
money, assets, and investments that has been set aside by a
small business to meet the needs of any liability claims,
except workers' compensation claims, brought against 1t by
third parties.

(3) "Liability claim” means any legal or extralegal
action by a third party asserting a right rto compensation
for a wrong done to it by a small business with an
independent liability fund.

{4) “Small business" means any commercial or nonprofit
enterprise gualified to do business in the state and
qualified as a small business under the criteria established
by the federal small business administration on April 20,
1987.

(5) "“Third party” means a person other than an
employee or the management of a small business or of a

subiidiary or  closely related enterprise of a small
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business."

Section 35. sSection 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) "Protective services" means services to <children
and adults to be provided by the department of family
services as permitted by Titles 41 and 53,

{3) "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.

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

{5) "Net monthly income" means one-twelfth of the
difference between the net income for the taxable year as
the--term--net——income-ia-defined-in-35-36-19% and the state
income tax paid as determined by the state income tax return
filed during the current year.

{6) ™"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
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the federal Social Security Act is amended to define a "ward
Indian", such definition shall supersede the foregoing
definition."

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

“67-11-303. Bonds and obligations. (l} An authority
may borrow money for any of its corporate purposes and issue
its bonds therefcr, including refunding bonds, in sueh a
form and upcon sueh terms as it may determine, payable out of
any revenues of the authority, including revenaes derived
from:

(a} an airport or air navigation facilirty or
faciiities;

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

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

(d)y other sources.

(2} The bonds may be issued by resoluticn of the
authority, without an election and without any limitatrion of
amount, except that no aweh bonds may be issued at any time
if the total amount of principal and interest to become due
in any year cn sueh the bonds and on any then outstanding
bonds for which revenues from the same source Or sources are

pledged exceeds the amcunt of such revenues to be received
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in that year as estimated in the resclution authorizing the
issuance of the bonds. The authority shall take all action
necessary and possible to impose, maintain, and collect
rates, charges, rentals, and taxes, 1f any are pledged,
sufficient tc make the revenues from the pledged saurce in
such the year at least equal to the amount of saeh principal
and interest due in that year.

(3} The bonds may be sold at public or private sale
and may bear interest as provided in 17-5-102. Except as

otherwise provided herein in this section, any bonds issued

pursuant to this chapter by an authority may be payable as
to principal and interest solely from revenues of the
authority and shall state on their face the applicable
limitations or restrictions regarding the source from which
such principal and interest are payable.

(4) Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared to
be issued for an essential public and governmental purpose
by a political subdivision withrn-—--the--meaning--of
35-36-13:¢25tay.

{3) 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
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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 gowerning body of any municipality
having a population in excess of 10,000, with respect to
bonds issued pursuant toc 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 the 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 the 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 =aenm the bonds, it
will levy a general tax upon all the taxable property in the
municipality for the payment of sueh the deficiency.rv-and
such The 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 deficliency. In the event more than one municipality

having a population in excess of 10,000 is included in  an
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authority issuing bonds pursuant to this chapter, the
municipalities may appcrtion the obligaticn to levy taxes
for the payment of, or in anticipation of, a deficiency in
the revenues appropriated for =aueh the bonds in suenr a
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.

Ne-asueh A resolution beesmes does not become effective until

the question of its approval has been submitted to the
gualified 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 wvoting on the
question have voted in favor thereof. The notice and conduct
of the election 1is governed, to the extent applicable, as
provided for municipal general chligation bonds in Title 7,
chapter 7, part 42, for an election called by cities and
towns, and as provided for county general obligation bonds
in Title 7, chapter 7, part 22, for an election called by
counties. If a majority of the electors voting thereon vote
against approval of the resolution, the municipality has no
authority to make the covenant or to levy a tax for the
payment of deficiencies pursuant to this section, but suech
the municipality or authority may nevertheless issue bonds
under this chapter payable sclely from the sources referred

ta in subsection (1) above."
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NEW SECTION. Section 37. Repealer. Sections 15-30-110

through 15-30-117, 15-30-122, 15-30-123, 15-30-126,

15-30-~127, 15-30-134, and 15-31-552, MCA, are repealed.

NEW SECTION. Section 38. Extension of authority. Any
existing authority to make rules on the subject of the
provisions af {this act] is extended to the provisions of
[this act].

NEW SECTION. Section 39. cCodification instruction --—
code commissioner instruction. {1} [Sections 8 through 10]
are intended to be codified as an integral par: cf Title 15,
chapter 30, and the provisicns of Title 15, chapter 30,
apply to [sections 8 through 10}.

(2) Sections 15-30-106 and 15-30-108 are intended to
be renumbered within Picle 15, chapter 30, if necessary to
improve the organization of the chapter.

‘ (3) [Sections 25 ard 27) are intended to be codified
as an integral part of Title 1S, chapter 31, part 1, and the
provisions of Title 15, chapter 31, part 1, appiy to
[sections 25 and 27].

(4) The code commissioner 1is instructed to make
changes throughout the Montana Code Annotated to reflect the
change of definition for Internal Revenue Code in section
15-30-101.

NEW SECTION. Section 40. Severability. If a part of

[this act] is invalid, all valid parts that are severable
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from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION., Section 41, Effective date., [This act]
is effective on passage and approval.

NEW SECTION. Section 42. Applicability. ([This act]
applies retroactively, within the meaning of 1-2-109, to
taxable years beginning after December 31, 1988.

-End-
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1 HOUSE BILL NC. 764 1 revenues OF the authority, including revenues derived from:

INTRODUCED BY RANEY, RAPP-SVRCEK 2 (a) any port or transportation and storage Eacility;

w N
LTV

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

4 A BILL FOR AN ACT ENTITLED: "“AN ACT TO GENERALLY REVISE THE 4 {c) grants or contributions from the federal
S TAX LAWS OF THE STATE; REDUCING INDIVIDUAL INCOME TAX RATES 5 government; or

& AND--THE--CORPORATION--BIEENSE--PAX-—RAPE; PROVIDING FOR AN 6 {d} other sources.

7 ALTERNATIVE MINIMUM TAX FOR CORPORATIONS; REPEALING THE 7 {2) The bonds may be issued by resolution of the
8 CORPORATION LICENSE TAX CLEARANCE CERTIFICATE FEE; AMENDING 8 authority, without an election and without any limitation of
9 SECTIONS 7-14-1133, 7-34-2416, 13—37-218; 15-1-20a, 9 amount, except that no bonds may be issued at any time if
10 15-30-101, 15-30-103, 15-30-105, 15-30-121, 15-30-131, 10 the total amount of principal and interest to become due in
11 15-30-132, 15-30f135, 15-30-136, 15-30-141, 15-30-142, 11 any year on such the bonds and on any then outstanding bonds
12 15-30-144, 15-30-146, 15-30-156, 15-30-303, 15-30-321, 12 for which revenues from the same source are pledged exceeds
13 15-30-323, 15-31-114, 15-31-121, 15-31-202, 15-31-204, 13 the amount of sueh the pledged revenues to be received in
14 15-31-553, 15-31-5%4, 33-27-101 THROUGH 33-27-103, S53-2-101, 14 that year, as estimated in the resolution authorizing the
15 AND 67-11-303, MCA; REPEALING SECTIONS 15-30-110 THROUGH 15 issuance of the bonds. The authority shall take all action
16 15-30-117, 15-30-122, 15-30-123, 15-30-12¢6, 15-30~-127, 16 necessary and possible to impose, maintain, and collect
17 15-30-134, AND 15-31-552, MCA; AND PROVIDING AN IMMEDIATE 17 rates, charges, rentals, and taxes, if any are pledged,
18 EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 18 sufficient to make the revenues from the pledged source in
19 19 such the year at least equal to the amount of principal and
20 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 20 interest due in that year.

21 Section 1. Section 7-14-1133, MCA, is amended to read: 21 {3) The bonds may be sold at public or private sale
22 *7-14-1133, Bonds and obligations. (1) An authority 22 and may bear interest as provided in 17-5-102. Except as
23 may borrow money for any of its corporate purposes and issue 23 otherwise provided in this part, any bonds issued pursuant
24 bonds therefor, including refunding bonds, in suech a form 24 to this part by an authority may be payable as to prineipal
25 and upon such terms as it determines, payable out of any 25 and interest sclely from revenues of the authority and shall
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state on their face the applicable limitations or
restrictions regarding the source from which such the
principal and interest are payable.

(4) Bonds issued by an authority, county., ot
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-35-36-:3%t2¥€ay.

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

Section 2. sSection 7-34-2416, MCA, is amended to read:

"7-34-2416. Tax-exempt status of bonds. Bonds issued
by a county pursuant to the provisions of 7-34-2411 through
7-34-2418 are declared to be issued for an essential public
and governmental purpose by a political subdivision within
the-meantng-of-15-30-11t¢{2¥ftay."

Section 3. Section 13-37-218, MCA, is amended to read:
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*13-37-218. Limitations on receipts from political
conniftees. A candidate for the state senate may receive no
more than $1,000 in total combined monetary contributions
from all political committees contributing to his campaign,
and a candidate for the state house of representatives may
receive no more than $600 in total combined monetary
contributions from all political committees ceontributing to
his campaign. The foregoing limitations shall be multiplied
by the inflation factor as defined in 15-30-101¢8}) for the
year in which general elections are held after 1984; the
resulting figure shall be rounded off to the nearest §50
increment. The commissioner of political practices shail
publish the revised limitations -as a rule. In-kind
contributions wmay not be included in computing these
limitation totals. The limitation provided in this section
does not apply to contributions made by a political party
eligible for a primary election under 13-10-601."

Section 4. section 15-1-206, MCA, is amended to read:

"15-1-206. Waiver and abatement of penalties -
interest. (1) The department may, in its discretion, waive
the assessment of penalty for the late filing of any tax
statement or return required to be filed with the department
when the filing is done within S days of the date specified
for filing the return or statement and for the late payment

of any tax collected by the department. when the payment is
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made within 5 days of the date specified for payment of the

tax or, if beyond the 5-day period in either case, upon a

showing of reasonable cause by the taxpayer seeking waiver

of the penalty.

{2) Whenever the department waives or abates a penalty
provided for in this title, it also may, in its discretion,
waive or abate interest not to exceed $100 due upon the tax.

(3) Whenever the department is notified of a change in
federal taxable income as the result of a federal adjustment
or upon £iling an amended federal return, as provided for in
15-30~304, the department shall abate the interest on the
additional tax 1liability €from the date the department is
notified until the department sends the statement of
increased tax liability to the taxpayer.”

Section 5. section 15-30-101, MCA, is amended to read:

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

ti)--YBase-year-struckture? -means-the-following-etements
of-the-income—tax-skructures

tay-—the——bax-—brackets—-astablished--in-15-39-1637-bat
unadjuated-by-subseetion—{2)-0f-15-36-1837-in-effect-on—June
Jdg-eaf-the-taxablte-year;

tby-~the--exemptions--contained--—-in——-15-30-1127---but

unadjusted—-by-—subaections--t?y—-—and-—{Bj--of-15-36-1125-in
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effect-on-dune-36-of-the-taxabte-year;

te}--the--maximum--standard---deductron---provided---in
15-30-1227-but-unadjusted-by-subsection-{2}-0E-15-39-122;-4n
effect-on-June-3g-of -the-taxabte-years

t23(1) "“Consumer price index" means the consumer price
index, United States city average, for all items, using the
1967 base of 100 as published by the bureau of labor
statistics of the U.S5., department of labor.

£33{2) “Department"” means the department of revenue.

t4y--tBividend!--means--any--distribution--made--by---a
eorporation—--eut-—-of--—-its--emrntnga-~or--profita--to--its
shaeeho}ders——er-—membersr—-uhether——in——cash——or—-in—-ather
property--or—-in—-atreck-ef-the-corperation;-other-than-stock
dividends-as-heréin-defined+--tSeock--dividendst--meana--pnew
sceck---issuved;--for--surpius--or--profits—-capitalized;—-to
sherehotdera-in-proportion-to-their-previsus-holdings~

£53{3) ‘“"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%(4) "Foreign country" or "foreign government" means
any jurisdiction other than the one embraced within the
United States, its territories and possessions,

t#y--d6reas-income-means-the-taxpayerls--gross--income

for--federat-income-tax-purposes-as-defined-in-section-61-of
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the-Internat-Revenue-Code-of-1954-or-as-that-section-may-—-be
iabeied—-or-—-amended; --exciuding--unemployment--compensatien
inciuded-in-federat-gross-income--under--the—-provisions—-of
section—-85-of-the-internai-Revenne-code-of-1354-as-amended-

+8¥(5) "Inflation factor” means a number determined
for each taxable year by dividing the consumer price index
for June of the taxable year by the consumer price index for
June, 19B0.

+9¥{6) "Information agents" includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, employers, and all officers
and employees of the state or of any municipal corporation
or political subdivision of the state, having the control,
receipt, custody, disposal, or payment of interest, rent,
salaries, wages, premiums, annuities, compensations,
renumerations, emoluments, or cother fixed or determinable
annual or periodical gains, profits, and income with respect
to which any person or fiduciary is taxable under this
chapter.

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

Code enacted Auqust 16, 1954, and redesignated as the

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

99-514, as that code may be amended from time to time by the

United States congress. It is the specific intent of the
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legislature that all amendments by the United States

congress must be incorporated into the context of any

section of Title 15 referring to the Internal Revenue Code.

t183({B) "Knowingly" is as defined in 45-2-101.

(9) “Nonresident" means every individual other than a

{13}-2Net-—-incomed-means—the-adjusted-groas-ineome-of-a
taxzpayer—leas-the-deductions-attowed-by-thias-chapter:
+324{10) “Paid", for the purposes of the deductions and

credits under this chapter, except the deduction for federal

tax withholding, means paid or accrued or paid or incurred,

and the terms "paid or incurred" and "paid or accrued" shall
be construed according to the method of accounting upan the
basis of which the taxable income is computed under this
chapter.

€¥3¥(11) "Purposely" is as defined in 45-2-101.

t:4%(12} "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.

€£53¥(13) "Resident” applies only to natural persons and
includes, for the purpase 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
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Montana and any other person who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

+36)-2Paxable—-incomet--meana-the-adjusted-gross-income
of-a-taxpayer-iess-the-deductions--and--exemptiens-—previded
for-in-this-chapters

t3¥7y(14) “"Taxable year"” means the taxpayer's taxable
year for federal income tax purposes,

+38+{15) "Taxpayer" includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

Section 6. Section 15-30-103, MCA, is amended to read:

“}15-30-103. Rate of tax. (1) There A tax shall be
levied, collected, and paid for each taxable year commencing
en-s¢ after December 31, 3968 1988, upon the Montana taxable
income of every taxpayer subject to this tax.j;-after-making
atteswance--for--exemptions--and--deductiona--as-~hereinafter
previded;——a-tax-on-the-foliowing-brackets-of-taxable-income
as-adjusted-under-aubsection-¢2)-at-the-following-ratess

tat—-on-the-firse-$1;000-0f-taxable-income-or-any--part
thareef;-2%7

tby-—on--the-—next-$i7888-of-taxabie-income-or-any-part
theraaf;-3%75

tei--en-the-next-$2;688-of-taxable-income-or--any--part
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thereof;-d4%;

tdy--on--the--nexe-$2;000-6f-taxabte-income-or-any-part
thereof;-5%;
te}--en-the-next-52;000-cf-taxable-income-or--any--paste
therecf,; -6%;
tfy--on—--the--next-527666-o0f-taxable-income-ar-any-part
theresf;-F4+
tg¥--on-the-next-3547080-0f-taxabie-income-ar--any--part
thereaf -B%;
thi--on--the--next-56;000-0f-taxabte-income-or-any-part
therecf;-9%+
tiy--on-the-next-$15;600-o0f-taxable-income-cr-any—-part
thereaf;-10%+
t33j-—on-—any-taxabte-income-in-excean-of-535;086-or-any

part-theresf;~-33%: The tax must be determined in accordance

with subsections {(2) through (6).

(2} The tax for married persons filing jointly and for

surviving spouses as defined in section 2(a) of the Internal

Revenue Code is:

{(a) 5% of the first $4,000 of taxable income or any

part thereof;

(b) 7% of the next $8,000 of taxable income or any

part thereof; and

{c) 9% of any taxable income in excess of $12,000.

{3) The tax for married persons filing separately is:
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{a) 5% of the Eirst $2,000 of taxable income or any

part thereof:
{b) 7% of the next $£4,000 of taxable income or any

part thereof; and

{c} 9% of any taxable income in excess of $6,000.

(4) The tax for a single perscon is:

{a) 5% of the first $2,400 of taxable income or any

part thereof;

{b) 7% of the next $4,800 of taxable income or any

part thereof; and

[¢) 9% of any taxable income in excess of §7,200.

(5) The tax for a head of househeold, as that

designation is used in the Internal Revenue Code, is:

(a) 5% of the first §3,200 of taxable income or any

part thereof;

{b) 7% of the next $6,400 of taxable income or any

part thereof; and

(c) 9% of any taxable income in excess of $9,600.

+23(6) By November 1 of each year, the department
shall multiply the bracket emeunt amounts contained in

aubsection—-+1% subsections (2) through (5) by the inflation

factor for that taxable year and round the cumulative
brackets to the nearest $100. The resulting adjusted
brackets amcunts are effective for that taxable year and

shall be used as the basis for imposition of the tax in
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subsection—{i}-of-ehis-seectian subsections (2) through (5).

{7} Except as provided in subsection (8), the

taxpayer's filing status as reported on his federal return

must be used for purposes of determining the Montana tax

rate in subsections (2) through (5).

(8) Montana taxpayers who are both residents and

nonresidents and who file jointly for federal purposes shall

file separately.”

Section 7. section 15-30-105, KCA, is amended to read:

*15-30-105. Tax on nonresident -- alternative tax
based on gross sales, (1) A-like-tmx-is-impesed--upon--every
parsan--not--renident--of-—-this--state;--which--tax-shati-be
ievied;-collected;-and-paid-annuatiy-at-the-rates--apectfiead
in-15-30-103-with-respect-co-his-entire-ner-income-aa-herein
defined--from--all--property--ewned-and-from-every-business;
trades-professiony-or-eccupation-carried-on-in--this--states

Every nonresident and part-year resident is subject to the

tax imposed by 15-30-103 on all income from every business,

trade, profession, or occupation carried on in the state and

on all income, including interest, derived from any property

in the state.

(2) Pursuant to the provisions of Article 1I1, 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
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estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable year does not exceed $100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable year. Sueh The tax
shati--be is in lieu of the tax imposed under 15-30-103. 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."

MEW SECTION. Section B. Montana gross income. Montana
gross income must be determined as provided in section 61 of

the Internal Revenue Code.

NEW SECTION. Section 9. Montana adjusted gross
income, In the case of resident taxpayers, Montana adjusted
gross income must be determined as provided in section 62 of
the Internal Revenue Code. 1In the case of nonresidents and

part-year residents, Montana adjusted gross income must be
determined as set forth in section 15-30-131.

NEW SECTION. Section 10. montana taxable income. (1)
in the case of a full-year resident, Montana taxable income
must be determined as provided in section 63 of the Internal
Revenue Code, plus the additicons to income in subsection (2)
and less the deductions from income in subsection {3). It is

the intent of the legislature that federal taxable income as

-13- HB 764

[T, B U P

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24
25

HB 0764/03

reported on a taxpayer's federal return for the taxable year
is the starting point for calculating the taxpayer's Montana
taxable income, A taxpayer who uses the federal standard
deduction to calculate federal taxable income shall also use
the federal standard deduction, subject to the applicable
adjustments in subsections (2) and (3), to calculate Montana
taxable income. A taxpayer who uses the federal itemized
deductions to calculate federal taxable income shall also
use the federal itemized deduction, subject to the
applicable adjustments in subsections (2) and (3}, to
calculate Montana taxable income.

{2) The following additions to federal taxable income
are reguired:

{a) gross interest and dividends derived from
obligations or securities of states>other than Montana in
the same amount that has been excluded from adjusted gross
income, less related expenses not deducted because of
section 265(a)(l) of the Internal Revenue Code;

{b) state taxes on or measured by income to the extent
the taxes have been deducted to compute federal taxable
income;

(c) losses on the sale of United States obligations
that the state is prohibited from taxing to the extent the
losses have been deducted to compute federal adjusted gross

income.
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{3) The following deductions from federal taxable
income are allowed:

{a) gross interest income and dividends from
obligations or securities issued by Montana or any political
subdivision of Montana that are included in federal adjusted
gross income;

(b) to the extent included in adjusted gross income,
income from obligations of the United States government that
the state is prohibited by law from subjecting to a net
income tax. This deduction must be reduced by any interest
or indebtedness incurred to carry the cbligations and, to
the extent deducted to arrive at adjusted gross income, any
expenses incurred to produce the interest income.

{c) actual tax liability for the taxable year as
reported on the federal tax return in the amount of:

(i) 87,000 for married taxpayers filing jointly or for
a taxpayer filing as a surviving spouse;

{ii) $3,500 for all other taxpayers;

{(iii} the federal tax 1liability as later amended,
including recalculation, for Montana tax purposes, to
reflect the actual tax liability in subsections (3)(c¢)(i)
and {3)(c}(il);

{d) an amount egual to the federal tax credit allowed
under sections 21 and 22 of the Internal Revenue Code for

household and dependent care services necessary for gainful
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employment;

{e) up to $800 interest income 'earned by each taxpayer
age 65 or older. Taxpayers filing as married filing jointly
or surviving spouse may deduct up to $1,600 total per
retuern.

{£) benefits not in excess of $1,600 received under:

{i) the Federal Employees' Retirement Act;

{ii)} the public employee retirement laws of a state
octher than Montana; or

(iii) a private or corporate retirement plan or system;

(g) all benefits paid under the teachers' retirement
law which are specified as exempt from taxation by 19-4-706;

{h) all benefits paid under The Public Employees'
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

{i) all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

(j) all benefits paid under 19-11-602, 19~11-604, and
19-11-605 to retired and disabled firefighters, their
surviving spouses and orphans or specified as exempt from
taxation by 19-13-1003;

(k) all benefits paid under the municipal police
officers' retirement system that are specified as exempt

from taxation by 19-9-1005;
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(1) all benefits paid wunder an optional retirement
program that are specified as exempt from taxation by
18-21-212;

{m) all Montana income tax refunds or credits;

(n) gain required to be recognized by a liquidating
corporation pursuzant to 15-31-113(1)(a}(ii};

(0) net railroad benefits to the extent federal 1law
preempts this income from state taxation;

{p) salary received from the armed forces by residents
and nonresidents who are on active duty;

(g) income of an enrolled tribal member while living
and working on a federally established Indian reservation to
the extent federal law preempts this income from state
taxation.

Section 11. Section 15-30-121, MCA, is amended ¢to
read:

"15-30-121. Deductions allowed in computing net
income. In computing net income, there are allowed as
deductions:

tty——the-ittems-referred-ta-in-sections-163-and--2i——of
the--interna};—Revenne——eode-oE—19547—er-n=—aectiona-iﬁi—ana
2ii-ahali-be-itabeied-or-amendedy-subject——to--the--fotitowing
exceptions-—-which-are-not-deductibies

tar--icema-provided-for-in-15-30-123;

tby--state-income-tax-paids
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t2y--federal--tncome--tax-patd-within-the-taxabie-year;
t3y--expenses-of-househoitd-and-dependent-care--services
as-outiined- in-subsections-t3yfaj-throngh-+3jtey-and-subject
to--the--timirtatrons--and--roles-—as--set-out-in-subseetions
€3rtdy-through-{31{f3-as-foltowas
tay--expenses-for-househoid-and-dependent-care-services
neceasary-for-qainful-empltoyment-incurred-fors
tiy--a-dependent-under-15-years—-of--age--for--whom——-an
exemption—can-be-ctaimed;
tity-a---dependent—-as--aliowable--under--15-36-212¢535
except-that-the-limitations-for-age-and-groas-income-do--not
apply;-who-is-unabie-to-care-for-himself-because-of-physical
or-mental-tiinesss-and
titiy-a--spouse--who--its--unabte--te--care--for-himseif
becanse-of-physicat-or-mentat-itiness;
tby-—empioyment-reiated--expensss--inenrred---for--—the
foliowing--servicear;—-bue-onty-if-such-expenses-are-ineurred
to-enable-the-taxpayer-to—be-gainfutiy-empioyeds
tiy--househsid-services-which-are-attributable——to——the
care-of-the-quarifying-individual;-and
tity-care———gf-~-an-—-individual--whe--quatifies——under
subsection-t3Iytat;
tc}——expenses-incurred-in-maintataing-—-a--househotd--if
over--hatf--of--the--cost--of--maintaining--the-honsehstrd-is

furnished-by-an-individuat-or;-if-the-individnat-ta--married
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during-the-appiicable-pericd;-is-Furnished-by-the-individual
and-hia-speuses
td}--the--—amounts--—-deductible-——in--sabsection--t3jta’y
through-t3ytei-are-subject-to-the-fortowing-timitationss
tiy--a-deduction-is-attowed-under-subsection-t3Iytar-for
employment-reiated-expenses-incurred-during-the-year-enty-to
the-extent-suvch-expenses-do-not-excead-547800;
tiiy-expenses——for--services--in—-the-—-househotd-—-are
deductibie--under--subsection——¢t3yétai-for-empioyment-retated
expenses-onty-if-they--are-—-incurred-—-for--services-—-in--the
taxpayeris---household;--—except---that——-—-empioyment-reltated
expenses-—incurred--for--services-—-outaide—-the--—taxpayeris
househeold--are-deduetibley-but-onty-if-incurred-for-the-care
of-a-quatifying-individual-describad-in-asubsection-¢t3)faytiy
and-eniy-te-the-extent-such--expenses—-incurred--during——the
year—-do-not—exceed:
tAY--$27400--in-—-the-case-of-cne-quatifying-individual;
tBy--$3760808-in-the-case-of-two-gquatifying--individuais:
and
t€1--547608-~-in——the--case--af-three-or-more-gquatifying
individuatss
te}--if-the--eombined--adiusted--greas--income--of--the
taxpayers--exceeds-519,800-far-the-taxable-year-during-which
the---expenses---are-——tncurred;——-the-—-amount-—--of———--the

empioyment-related--expenses-—-incurred--must--be--reduced-by
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one-hatf-of-the-excess-of-the-combined-adjusted-gross-income
over—-§i87080;
t£y-~for-purposes-of-this-subsection—{34+
tiy--married-coupies-shalti-fite-a-joint-recurn-ser--£ite
separatety-on—the-same—form;
fity-tE-—the--taxpayer--is-married-during-any-pericd-sof
the-tarxable-year;-employment-reiated-expenaes--incurred--are
dedyctibte-onty-if>
tAy--both-spouses-are-gainfutiy-empioyedr-in-which-case
the"expenses—are-déductibie-oniy—to-the-extenb-that—they—ure
a~-direct-result-of-the-empioyments-or
tBy-—the-spouse-its-a-quatifying-indsviduai-desecribed-in
subsection-+3rtarfiisys
tittt-an—-itndividual--ieqalty-separated-from-his-spouse
uwnder-a-decree-of-divorce-nr-cf-separate-maintenance-may-not
be-considered-as-—married;
tiv}-the-deduction-for-employment-reiated-expansas—must
be--divided--equatiy--between—-the--—-spouses---when-—-filing
separateiy-oa-the-asame—forms
fv)-—pa!ment--made—-to-—a——ehil&-of—the—taxpayer—who—is
under-19-years-of-age-at-the-close-of-the-taxabie--year--and
payments——-made——to-—an--tndividuat-—-with--respect—-ta-whom-a
deduction-is-attowable-under-15-38-1312¢5)y-are-not-deductibte
as-employment-related-expenses;

t4}--in--the-—-case-—-cf-—-an--—individuat;--~petitical
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contributions--determined-—-in-acecordance-with-the-provisians
cf-section-2i6¢tay-and-tby-ef-the-Internal-Revenue-Code--that
were-in-effect-for-the-taxable-year-ended-Becember-33+-1978+

€5¥(1) that portion of expenses for organic fertilizer
aliowed as a deduction wunder 15-32-303 which was not
otherwise deducted in computing taxable income; and

+6¥(2) contributions to the child abuse and neglect
prevention program provided for in 41-3-701, subject to the

conditions set forth in 15-30-156."

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

read:

*15-30-131. Nenresident Nonresident's and temporary
resident-taxpayers----adjusked—-gross part-year resident's
taxable income -—-dedueticna. (1) In the case of a taxpayer

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

Montana must be included in adjusted gross income. Adjusted
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gross income from sources within and without outside this
state shall be allocated and apportioned under rules
prescribed by the department.
t23--¥in-the-crae—ocf-a-taxpayer-other-than-a—resident-cof
this-state-who-is-a-resident-of-a-state-that-imposes--a--tax
on—the-income~of-naturai-persona-residing-within-that-state;
the-—-deductions—--atiowed---in-—compuking-—net--income--are
restricted-to-those-directiy—connected-with--+the~--produection
of-Montana-incomes
t3¥--in-the-case-of-a-taxpayer-other-than-a-resident-of
this-atate-who-is-a-resident-of-a-state-that-dces-not-impese
a--tax-on-the-income-of-naturat-persons-residing-within-that
state;-the-deduections-atlowed-in-computing—-net--income-—-are
restricted--te-the-qreater-of-those-directly-retating-to-the
preduction-of-Montana-income-ar-a-prorated-amount--o£f~-thoae
atlowed——-under-——15-38-3121+---FPor-—-—the--purposes--of-—-this
subsectiony-deductions-alttowed-under-i5-39-12i-apply-onty-teo
earned-income-and-must-be-prorated-according--to-—the--ratis
that--the-—taxpayeris—-—-Mentana-—-earned-—-income-—-bears—to-his
federal-earned-incomes
t4)-~A--temporary--resident--shail--be--atiteowed--—-those
deduetiona-and-the-credit-under-15-32-1689-attowed-a-resident
to--the-—extent—that-such-deductiona-or-eredit-were—actualtty
itncurred-er-expended-in-the--state-—af-—Montana--during--the

eoursa-af-his-residenecys
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£5)--Per-—-the-purposes-of-this-sectionrs-tearned-income®
shati-be-defined-as-the-same-term-ia-defined-in-~seetion—-43
of——the--internai--Revenuve--gode;——or-—as--that--section-may
subsegquentiy-be-amended-

t6)--Netwithatanding-the-provistons-of -subsections-—{2}
and--t3}7-—any-contribution-made-after-Becember-3t7-19827-to
the-state—of-Mentana--or--a--potiticai-—subdivision--thereof
shati--be-~an-—-allewabie--deduetion-in-computing-net-inecomes
Phe-deduction-ta-sobject-to-the—-timitations——set——forth——in
section-170-ef-the-internati-Revenne-Cade-of-1954y-as—-iabeied
sr-amendeds

{2) (a) To calculate Montana taxable income, a

nonresident taxpayer may deduct the following:

{i) that porticn of the federal deduction for personal

exemptions that Montana adjusted gross income bears to

federal adjusted gross income; and

{ii} that portion of the federal standard deduction

that Montana adjusted gross income bears to federal adjusted

gross income or, in the alternative, the federal itemized

deductionsg, subject to the limitations in [section

10(3){c)]l, that are directly attributable to Montana

adjusted gross income.

(b} A nonresident taxpayer who uses the federal

standard deduction to calculate federal taxable income shall

also use the federal standard deduction to calculate Montana
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taxable income. A nonresident taxpayer who uses the federal

itemized deductions to calculate federal taxable income

shall also use the federal itemized deductions as a basis

for calculating Montana taxable income.

{3) {a) In the case of a part-year resident, Montana

taxable income is as determined in subsection {1) plus:

{i) the additions to income in {section 10{(2)(b) and

(2)(e)}; and

(ii) that portion of the income described in [section

10(2)(a)] that was earned while the taxpayer was a resident

of Montana.

{(b) To calculate Montana taxable income, a part-year

resident taxpayer may deduct the following:

(i) that portion of the federal deduction for personal

exemptions that Montana adjusted gross income bears to

federal adjusted gross income; and

{ii} that portion of the federal standard deduction

that Montana adjusted gross income bears to federal adjusted

gross income or, in the alternative, the federal itemjzed

deductions, subject to .the limitations in [section

10(3)(c)], that are directly attributable to Montana

adjusted gross income.

{c) A part-year resident taxpayer who uses the federal

standard deduction to calculate federal taxable income shall

also use the federal standard deduction to calculate Montana
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taxable income. A part-year resident taxpaver who uses the

federal itemized deductions to calculate federal taxable

income shall alsc use the federal itemized deductions as a

basis for calculating Montana taxable income,

{4) A part-year resident is allowed the credit under

15-32-109 allowed a full-year resident for energy-conserving

expenditures incurred in Montana during the taxable year.

+#¥(5) PFor purposes of this section, "installment
sales” means sales in which the buyer agrees to pay the

seller in one or more deferred installiments.”

Section 13. section 15-30-132, MCA, is amended to
read: .

*15-30—-132. Change from nonresident to resident or
vice wversa. If a taxpayer changes his status from that of
resident to that of nonresident or from that of nonresident
to that of resident during the taxable year, he shall file a
return covering the Eraction of the year during which he was
a resident. Fhe--exemptions-provided-in-15-30-112-shaii-be
prorated-on-the-ratio--the--Montana--adjusted--greoss--income
bears—-to—-federat--adjusted-gross-incemes A Montana citizen
moving out of the state, abandening his residence in the
state, and establishing a residence elsewhere must file a
return on the fractional basis. If he obtains employment
outside the state without abandoning his Montana residence,

then income from such the out-of-state employment is taxable
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in Montana.”

Section 14. Section 15-30-13%, MCA, is amended to
read:

*15-30-135. Tax on beneficiaries or fiduciaries of
estates or trusts. %3 A tax shail-be is imposed, at the

rate imposed on a single person, upon either the fiduciaries

or the beneficiaries of estates and trusts as hereinafter
provided in this section, except to the extent such the
estates and trusts shaii--be are held for educational,
charitable, or religious purposesy. which The tax shati must
be levied, collected, and paid annually with respect to the
income of estates or of any kind of property held in trust.s
inetndings

tay--income--receitved—-by--estatea--of-deceased-persons

during-the-period-of-administration--or--asettiement--of--the

estate;
thi--inceme—-aceumuiared--in--trust--for-the-benefit-of
unborn-cr-unascertained-perasna-sr-persons--with--contingent
interestss
tey-—-ineome--hetd--for--future--distributien--under—the
terms-of-the-witi-or-trust;-and
tdy--income—-which--ia—-to--be---distributed--—to-—-the
beneficiaries———pericdicallyys--whether--er--not--at--reguiar
intervalsy;-and-the-income--cottected-—by——a--guardtan--of--a

minor7—bo—be—heid—cr~distributed—as-the-coart-mny-direct:
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t2)-—Phe--Fiduciary-shati-be-responsiblie-for-making-the
return-of-income-for-the-estate-or-truse-for-which-he--actsy
whether--the-£iduciary-or-the-beneficiaries-are-taxable-with
reference-to-the-income-of-such-estate-or——trust-——In--cases
under--subsections—-tajy--and--tdy-~of--subsection--¢{iy;--the
£iduciary-shati-inciunde-in-the-recurn-a--statement--of--each
beneficiaryts--distributive—-share-of-pet-inesmey-whether-or
not-distributed-before-the-close-of--the--taxable--year--for
which-the-return-is-mades

t3y-~En-—cases--under—--subseections-tay;-{b}7-and-tey-of
subsection-tiyr—the-tax-shaiit-be-imposed-apon-the——£fiduciary
sf-the-estate-or-trust-with-respect-ta-the-net-income-cf-the
estate--sr-trust-and-shati-be-patd-by-the-fiduciaryv——¥f-the
taxpayerts-net-income-for-the-taxable-year-cf-the-eatate--or
trust--is-computed-upon-the-basts-of-a-period-different-from
that-upon-the-basis-of-which-the-net-income-sf-the-estate-or
trust—is-computed;-then-his-diatributive-share--af——the-—net
tncome--of -—the-estate-or-trust-for-any-accounting-period-of
such-estate-sr-truat-ending-within-the-—fiscal--or—-calendar
year--shati--be--computed--upon--the--basis--on-—which--such
beneficiaryls-net-income--is--computeds--in--such--cases;--a
beneficiary-—not-a-resident-shati-be-taxable-with-respect-te
his-income-derived-through-such-estate-or-trust-onty-te--the
extent——provided——in—~15—39—13}——Eor——individua}s—eéhee-ehan

residentsc
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fif—-?he-éidueiary-af-a~brust—created-by—an-emp}oyez—ns
a—pare—eE-a—stack—benus1-pension7ﬂor—profit—aharing—p}anﬂfer
the-excltusive-benefit-of -some-or-aii-ef--his--employees;--to
whiech--ecentributions-are-made-by-sueh-emptoyer-or-empltoyeesy
or-bothy-for-the-purpase-sf-distributing-to-—such--empioyees
the--earnings--and--principal-of-the-fund-eccumutated-by-the
trust-in-acecordance-with-such-ptany--ahati--not--be--taxabie
under--this-sectiony-but-any-amount-contributed-to-such-fuand
by-the-empioyer-and-ati--earnings--of--sneh--fund--shati--be
incinded--in--computing-the-income-of-vhe-distributee-—in-the
year-in-which-distributed-or-made-available-to-hims

+5}--Where-any-part-of-the-income-of-a-trust-other-than
a-testamentary-trust-is-er-may-be-appiied-to-the-payment——of
premiums--upen—-potieiea--sf-~insurance--on--the-tife-of-the
granter—{except-poticies-of--insurance--irrevecabty--payabie
for-the-purposes—and-in-the-manner-specified-rekaring-te-the
se-eatied--tcharitable——contributioni--deductien}--or-to-the
payment-ef-premiums—upon-potictes—of--tife--insurance--under
which--the--grantor—-is--the--beneficiaryr-~sueh-part-of-che
income-cf-the-trust-shali-ke-inciuded-in-computing--the--net
income-of-the-grantorsz"

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

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

—- exemption. {1} Except as otherwise provided in this
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chapter, the #gross income® of Montana taxable estates or

trusts means includes all federal taxable income from

whatever source derived in the taxable year, including but
not limited to the following items:

{a} dividendss;

tb} interest received or accrued, including interest
received on obligations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income from
obligations of=

+4+ the United States government eor--the--state--—of
Montana; and

tity-a-schonl-districts;-or

titiy-ma--—countyr——-muniecipatity;--districty--er--other
potiticat-subdivision-of-the-state;

fc7——ineome—£Eom-partnerships-nnd-cther—fiduciarie:7

td)--groas-rents-and-royalties;

tey--gain-from-aante-or-exchange~of-property;——inciuding
those-—gains-that-are-exectuded-from-groas-income-for-federat
fidueiary-income—tax--purpeses--by--section--64t{c)—-of--the
internal-Revenue-Eode-0E-19547-as—anendeds

tf}--gross-profic-fram-trade-or-business;-and

tg¥(b) refunds recovered on federal income tax, to the
extent the deduction of aueh federal income tax resulted in

a reduction of Montana income tax liability for the taxable
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year 1987.
(2) In computing net income, there are allowed as
deductions:
tay-——interest--expenses--deductible--for--federat---tax
purposes-—according--to--section-163-of-the-Internalt-Revenue
Code-af-395457-as-amendeds
tby-—-taxes-paid-eor-acerned-——within--the--caxabite--yeaars;
inctuding--but-—-nokt--timited--to--federai--income-~tax;-—-but
excluding-Mentana-income-taxs
tey-—that--fiduetary*s--portion--of---depreciatton-—-or
depiet&on--whéch—-is——deduct§h}e—-far——federai——tax—purposea
aceording-ta-sections-1677;-61ty--and--642--of-—the-—-Internat
Revenue-€ode-cf-19547-as-amendeds
{td)y-~-charitable--contributiona--that-are-deductiblie-£far
federal-tax-purposes-according--to--section——-642{ter——of-~-the
internat-Revenue-Code-of-1954;-as-amended;
tey——ndministeative-expenses-cianimed-for-£federat-income
tax—-purpoacay--aceording——-ta-—aectiona-212-and-642tgy-of-the
Internal-Revenue-Eode-0€-19547-as—anmended;-+£f-such--expenses
were——not-—-citatmed--as--a--deductisn-in-thea-datermination—-of
Montana-inherttance-taxs
+€4--tos ses——from~-£irer--stormy--shipwreck;--cr--athee
casuatty-or-from-thefey-to-the-sxtent-not-compensated-for-by
insurance--or-otherwise;-that-are-deduectible-for-federai-tax

purpoaes-accerding-to-section-165-0f--the--internai--Revenue
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eode—-of-19547-as-anended s

tg)--nee--operating-toss-deductions-attowed-for-federal
income-tax-under-section-642¢dy-of-the-internat-Revenye-code
o0f-19547~as—amended;—except-estates-—may-—not—-ciaim--tosseas
that-are-deductibte-on-the-decedentias-finai-returns

thyf{a) all benefits, not in excess of $3,600,
received:

(i) as federal emplcyees' retirement;

{ii) as retirement from public employment in a state
other than Montana; or

(ili) as an annuity, pension, or endowment under
private or corporate retirement plans or systems;

ti¥{b) all benefits paid under the Montana teachers’
retirement system that are specified as exempt from taxation
by 19-4-706;

t4¥{c} ail benefits paid under the Montana Public
Employees' Retirement System Act that are specified as
exempt from taxation by 19-3-105;

tkyf{d) all benefits paid under the Montana highway
patrolmen's retirement system that are specified as exempt
from taxation by 19-6-705;

t3)(e) Montana income tax refunds or credits thereof;

tm}(f) all benefits paid under 19-11-602, 19-11-604,
and 19%-11-605 to retired and disabled firemen or their

surviving spouses or children;
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ta¥(g) all benefits paid under the municipal pelice
officers' retirement system that are specified as exempt
from taxation by 19-9-1005.
t3}--In-the-case-ocf-a-sharehoider-of-a-corpsration-with
respect-to-which-the-etection-provided-£for-under--sabehapter
S:--of-—-the-Internal-Revenuer-Eade-of-19547-as-amended; —ia-in
effact-hur-with-respect-te-which-the-election--providesd--for
under--15-31-282--ts--not-—in—-effect7-—net--income-does-not
include-any—part-of-the-corporationis-undistribnted--taxable
incomer--net--operating--iossy-capitai-gaina-ar-other-qainsy
profitsr——or--ioases-——required--to--be---inclvded-—-in---the
shareholderis-federal-income-tax-net-income-by-reasen-of-the
etection-—under-subchapter-S--Howevers-the-shareholderts-net
income--shati---include---actuat---distriburion---from--—the
eerporatien—-—to--the--extent--tt-wentd-be-treated-as-taxabie
dividenda-if-the-subchapter-Sr-etection-were-not-in--effects
t41--Phe---folitewing--additienal-—deductions--shaii--be
allowed-in-deriving-taxabie-income-cf-estates-and-trustss
tay--any--amount——-of--income--for--the---taxabie-~-year
currentiy-—required—-to--be-diatributed-to-beneficiaries-for
such-years:
tby--any-other-amounts-preperty--patd--or--credited--or
required-to-be—aistribhted-for-the-taxab}c—yenrf
ter-~-the--ameunt--cf--68%--0f--the--excess--of--the-net

long-term-capital-gain-over-the net-short term-capitat--ioss
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for-the-taxabie-years
t5y--2he-—exemption--atlowed--for-estates-and-trusts-is
that-exemption-provided-in-15-36-112¢25tay-and-15-36-112¢083+
t63--A--trust--or--escate-—excivding---benefits---under
subsecciona-t2¥tiy-chrough-t23thi7-¢2rtmyr-or-t2y{ny-may-net
exelvde-—benecfita--deseribed—-in--subsection-¢2¥{thy-from-net
income-—uniesa-the-benefita-received-under-subsections-t21+i}
ehrough—£2)¢hy7—t2¥{my7s-or—{t23tny-are—iess-than—-5$3;6807--tn
which--ease—-the--trust--or--estate--may-combine-benefita-to
exelude-up-to-a-totat-of-$37680-from-net-incomes

(3) A trust or estate that elects to itemize its

deductions from adjusted gross income on its federal return

for taxable year 1989 and that is required to pay additional

federal tax due in 1989 for the taxable year 1988 may deduct

the federal tax paid in_ 1989 from its Montana taxable

income."

Section 16. section 15-3¢-141, MCA, is amended to
read:

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

same-t& 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
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criteria in section 6013(e) of the Internal Revenue Code,

that a spouse is relieved of liability."

Section 17. section 15-30-142, MCA, is amended to

read:
"15-30-142. Returna--and-payment-of-tax—---penatrey-and
intereskt----refunda--——-credits Filing of returns. (1) Every

singte-—indtvidusl-and-every-married-indtvidual-not-filting-a
joine-teturn-with-his-or—-her--spouse--and--having--a--gross
income-for-the-taxabie-year-of-mere-than-$:;888;-as-adjusted
under-~-the---provrsiona--of--subsection--¢#y7--and--married
indtviduals--net--filing--separate--returna--and--having---a
combined--groas--income-—-for--the—-taxabie-year-of-more-than
$270007—as-adjusted-under—the-pravisions-of-subasection-—-{737

shati-be-tiable-for-a-retura-to-be-fited resident, part-year

resident, or nonresident deriving any income from Montana

shall file a tax return, on such forms and according to sueh

rules as the department may prescribe, if that person:

{a) is subject to the regquirement of filing a federal

return pursuant to section 6012 oF the Internal Revenue

Code; or

{b) has sufficient adjustments to federal taxable

income to require the payment of tax to Montana. Fhe-gross

income-amounts-referred-to-in-the-preceding--sentence—-shatl
be-—increased-—-by--§868;-as-adjusted-under-the-provisiona-of

15-30-112¢{7y-and-{B8y7-for-each-additieonat-perscnai-exemption
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allowance-the-taxpayer-is—entitied-te-claim-for-himself--and
his-—spouse——under-15-36-112¢3)-and-{4}:--Anonresident-shati
be-required-to-£fite-a-return-if-his--gross--income--for--the
taxable-year-derived-from-sources-within-Montana-axcesds-the
amount-—cf--the--exemption-deduction-he-ts-entitied-to-claim
for--himsetf--and--his--apouse--under--the---provistons---of
35-38-312(2}7---t3}7-—and-—{4)7;—as--prorated--according—-te
$5-36-112¢6)5
t2y-~In-aceordance-with-instructiona—set-forth—-by——the
departmenty--every--taxpayer--who-is-married-and-tiving-with
husband-or-wife-and-is-required-to-fiie-a-return-may,;-at-his
or-her-opttony-fite-a-joint-return-with-husband-or-wife-even
though-one—of-the--spouses--has--neither--gross—-income-—-nor
deductionsaz-~¥f--a--Joitnt--return-—-is-made;-the-tax-shati-be
computed-on-the-aggregate-taxabie~income-and--the--liabritty
with--respect-—to~-the--tax-ahati-be-joint-and-severat--31f-a
joint-return-has-been-£ilted-for-a-tarabte-yeary;-the-—spouses
may--not-fite-separate-retnrns-afeer-the-cime-for-fiting-the
return-of-—either—-has--expired-—untess--the--department--so

consentax

(2) Every resident, part-year resident, or neonresident

required tc file a return under subsection {l) is required

to file the state return using the same filing status as was

used to file the return required by section 6012 of the

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

{4) Aall taxpayers, including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amount of income tax payable and shall, at the
time of filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reascn of an estimated tax return
provided for in 15-30-241; provided, however, the tax ss

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

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

amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the amount of income tax as
computed, the taxpayer shali-be is entitled to a refund of
the excess.

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

(6) If the amount of tax as verified is greater than
the amount theretefere 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% 3/4 of 1% per annum month or fraction thereof
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on the additional tax. ¥In-such-case-there-shaii-be There is

no penalty because of sueh the understatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed to the taxpayer,

tF4--By--Kevember--1-of-each-yeary-the-department-shatt
muteiply-the-minimum-amount-of-—grosa--inceme--necesaieating
the--filting--of--a—-return--by--the-infiation-factor-for-the
taxable-year-—Fhesa-adjusted-amounts-are-effective-£foar--that
caxable——year;-—and--persona--having-groess-incomes—iesas-than
theas-pndjusted-amounts-are-not-required-to-£fite-a-returns

+8)y--Individuai-income-tax——forma—-distributed--by--the
department--for~-each-taxable-year-must-contatn-itnstruections
and-tabiea-based-on-the-adjusted--base--year--skructure——for
that-taxabie-years"

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

"15-30-144. Time for filing —— extensions of time. {1}
Returns shatt must be made to the department on or before
the 3i5th--dey--of--the—4th-month-folriowing-the-ciose-of-the
taxpayerta-£fiseat-yeary-or-if-the—-return--ts--made--on--the
basia-sf-the-caltendar-yeary-then-the-return-shati-be-made-on
or--befare--the-15th-day-of-Aprit-following-the-ctose-of-the

eatendar-year day when the federal return is due. Taxpayers

shall submit to the department copies of any federal

extension of time for filing. Each return sheit must set
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forth swch facts as the department considers necessary for
the proper enforcement of this chapter. There shai} must be
annexed to such the 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
shait must be furnished by the department upon application,
but failure to secure the form shail does not relieve any
taxpayer of the obligation tco make any return required under
this 1law. BEvery taxpayer 1liable for a tax under this law
shall pay a minimum tax of S§l.

{2y——An-antomatic-6-month-extension-of-time-for--£iting
a-return-is-alttowed;-provided-that-on-or-before-the-due-date
af--the-~returny-—an—-appltication-is-made-on-forma-avatiabte
frem-che-department-or-in-writing-to-the-department:"

Section 19. section 15-30-146, MCA, is amended to
read:

"15~30-146. Tolling of statute of 1limitations. The
running of the statute of limitations provided for under
15-30-145 shall be suspended during any periocd 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
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taxable income or an amended return as required by
15-30-304, the statute of limitations shail does 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 ad4usted
groas net taxable income stated in the return, the statute
of limitations shali does not apply for 2 additional years
from the time specified in 15-30-145."

Section 20. section 15-30-156, MCA, is amended to
read:

"15-30-156. Deduction for contributions to child abuse
and neglect prevention program. A taxpayer filing an
individual income tax return whe-does-net-erect-to-take-the
standard--deduction--provided—-for--in--15-368-122 may, in
computing net income, claim a deduction for the payment of a
contribution to the child abuse and neglect prevention
program as follows:

(1) 1If the taxpayer paid a contribution in the taxable
year for which the return is filed, he may deduct the amount
of the contribution paid during that year, unless the amount
was deducted as provided in subsection (2).

(2) If the taxpayer encloses a check or other order to
pay money as a coatribution with the timely filing of a tax

return, in accordance with 15-30-144, he may elect to take a
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deduction for the amount of the contribution and apply the
deduction in the taxable year For which he is filing the
return.”

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

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

{2) The officers charged with the custody of such
reports and returns shall not be required to produce any of
them or evidence of anything contained in them in any action
or proceeding in any court, except in any action or
proceeding to which the department is a party under the
provisions of this chapter or any cther taxing act or on
behalf o©of any party to any action or proceedings under the

provisions of this chapter or such other act when the
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reports or facts shown thereby are directly involved in such
action or proceedings, in either of which events the court
may require the production of and may admit in evidence so0
much of said reports or of the facts shown thereby as are
pertinent to the action or proceedings and no more.

{3) Nothing herein shall be construed to prohibit:

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

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

{c) the inspection by the attorney general or other
legal representative of the state of the report or return of
any taxpayer who shall bring action to set aside or review
the tax based thereen 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
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offender be an officer or employee of the state, he shall be
dismissed from office and be incapable of holding any public
office in this state for a period of 1 year thereafter.

(6) Notwithstanding the provisions of this section,
the department may permit the commissioner of internal
revenue of the United States or the proper officer of any
state imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may furnish teo
such officer or his autherized 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 i1f 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

tay-—-to—-the--department--of--justice--ati--infermation
necessary--to--identify—-these--parsons—-quatifying-—-for-the

additionai-exemption—for-blindness—pursaant-to-15-30-112¢4}7
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Eor-the-purpose-of-enabiing-the--department--of--juatice--to
administer-the-provistona—of-61-5-1857-and

tky to the department of social and rehabilitaticn
services information acquired under 15-30-301, pertaining to
an applicant for public assistance, reasonably necessary for
the prevention and detection of public assistance Eraud and
abuse, provided notice to the applicant has been given.”

Section 22. section 15-30-321, MCA, is amended to
read:

®15-30-321. Penalties for violation of chapter. (1) If
any person, without purpcsely or knowingly wiolating any
requirement imposed by this chapter, fails to file a return
of income on or before its due date (determined with regard
to an extension of time granted for filing the return},
there shall be imposed a penalty of 5% of any balance of tax
unpald with respect to saeh the return as of its due datey
but--in--ne--event--shaii--the-penalty-for-faiture-to-fite-a

retern-by-ites-due-—date-be-teas-than-$57 or $10, whichever is

greater. In addition, a penalty of 5% of any balance of tax

unpaid with respect to the return must be assessed for each

30-day period during which the tax remains unpaid following

notification of delinguency, with a maximum 30% penalty. The

department may abate the penalty if the taxpayer establishes
that the failure to file on time was due to reasonable cause

and was not due to neglect on his part. If any person,

-43- HB 764

w N

1z
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0764/03

without purposely or knowingly violating any requirement
imposed by this chapter, fails to pay any tax on or before
its due date téetermined-with-regard-to-an-extension-of-time
granted-for-Eiting-the-returny, there shall be added to the
tax a penalty of #0% 5% of aaid the tax;y;-bBut-ner-leas-than

$57-end-tnterest, In addition, a penalty of 5% of the

delinquent tax must be assessed for each 30-day period

during which the tax remains unpaid following notification

of delinguency, with a maximum 30% penalty. Interest shall

accrue on the tax at the rate of 9%-per-annum 3/4 of 1% per
month for the entire period it remains wunpaid. The
department may abate the penalty if the taxpayer establishes
that the failure to pay on time was due to reasonable cause
and was not due to neglect on his part.

(2) 1t any petrson fails, purposely or knowingly
violating any requirement imposed by this chapter, to make a
return of income or to pay a tax if one is due at the time
required by or under the provisions of this chapter, there
shall be added to the tax an additional amount equal to 25%
thereaf of the tax, but sach the additional amount shall in
no case be less than $25, and interest at 1% for each month
or fraction of a month during which the tax remains unpaid.

{3) Any individual, corporation, or partnership or any
officer or employee of any corporation or member or employee

of any partnership who, with intent to evade any tax or any
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requirement of this chapter or any lawful requirement of the

department thereunder under this chapter, purposely or

knowingly, fails to pay the tax or to make, render, or sign
any return or toc supply any information within the time
required by or under the provisions of this chapter or who,
with like intent, purposely or knowingly makes, renders, or
signs any false or fraudulent return or statement or
supplies any false or fraudulent information shall be liable
to a penalty of not more than $1,000, to be recovered by the
attorney general in the name of the state by action in any
court of competent jurisdiction,ry-amd The person shall alsec
be gquilty of a misdemeanor and shall upon conviction be
fined not to exceed §$1,000 or be imprisoned not to exceed 1
year, or both, at the discretion of the court.

(4) With respect to the impositicon of a civil penalty,
evidence produced by the department to the effect that a tax
has not been paid, that a return has not been filed, or that
information has not been supplied as required under the
provisions of this chapter is prima facie evidence that the
tax has not been paid, the return has not been filed, or the
information has not been supplied.

{(5) The department may not assess a penalty until the

penalty equals $10 or more for any one tax period or for the

period covered by a return or statement."

Section 23. section 15-30-323, MCA, is amended to
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read:

%15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142(6) is not made within 60 days or if
the understatement is due to negligénce on the part of the
taxpayer but without fraud, there shall be added to the
amount of the deficiency 5% thereof;-provided;-howevers—that
no-deficiency-penatty-shati-be-less-than-$2 of the tax. 1In

addition, a penalty of 5% of the delinquent tax must be

assessed for each 30-day period during which the tax remains

unpaid following notification of delinquency, with a maximum

30% penalty. Interest will be computed at the rate of 9% 3/4
of 1% per annum month or fraction thereof on the additional
assessment. Except as otherwise expressly provided in this
subsection, the interest shall in all cases be computed from
the date the return and tax were originally due as
distinguished from the due date as it may have been extended
to the dat®k of payment,

(2) If the time for filing a return is extendéd, the
taxpayer shall pay in addition interest ¢hereon on the
amount due at the rate of 9% 3/4 of 1% per annum month from
the time when the return was originally required to be filed
to the time of payment.

{3) The department may not assess a penalty until the

penalty equals $10 or more for any one tax period or for the

period covered by a return or statement."
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Section 24. section 15-31-114, MCA, is amended to
read:

“15-31-114. Deductions allowed in computing income. In
computing the net income, the following deductions shall be
allowed from the gross income received by such corporation
within the year from all scurces:

(1) All the ordinary and necessary expenses paid or
incurred during the taxable year in the maintenance and
operation of its business and properties, including
reasonable eiiowance deductions for salaries for personal
services Aactually rendered, subject to the limitation
hereinafter contained, rentals or other payments required to
be made as a condition to the continued use or possession of
property to which the corporation has not taken or is not

taking title or in which it has no equity. These deductions

shall be determined and calculated in accordance with the

Internal Revenue Code, No deduction shall be allowed for

salaries paid upon which the recipient thereof has not paid
Montana state income tax; provided, however, that where
domestic corporations are taxed on income derived from
without the staté, salaries of officers paid in connection
with securing such income shall be deductible.

(2) (a) All losses actually sustained and charged off
within the year and not compensated by insurarice or

otherwise, including a reasonable allowance for the wear and
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tear and obsolescence of property used in the trade or
business, such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. All elections for
depreciation shall be the same as the elections made Ffor
federal income tax purposes. No deduction shall be allowed
for any amount paid out for any buildings, permanent
improvements, or betterments made to increase the value of
any property or estate, and nc deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
made.

(b} (i) There shall be allowed as a deduction for the
taxable period a net operating loss deduction determined
according to the provisions of this subsection. The net
operating loss deduction is the aggregate of net operating
ioss carryov>rs to such the taxable pericd pius--the--net
operating--tess--carrybacks-to-such-taxable-peried. The term
“net operating loss" means the excess of the deductions
allowed by this section, 15-31-114, over the gross income,

with the modifications specified in subsection (2)(b){(ii) of

this-subseetion. If for any taxable period beginning--after
becember--31r--19767 a net operating loss is sustained, snch
the loss shall-be-a-net-operating-loaa-carcyback-to-each--cf

the--three--taxable--periocda-preceding-the-taxable-period-cof
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sueh-ioss-and shall be a net operating loss earryover
carryforward to each of the E£ive three taxable periods
following the taxable pericd of sueh the 1loss. A net
operating loss sustained for any taxable period ending after

December 31, 1975, in-addition-to-being and beginning before

January 1, 198%, shall be a net operating loss carryback to
each of the three preceding taxable periodsry-shati-be and a
net operating loss earryover carryforward to each of the
seven taxable periods following the taxable period of such
loss. The‘ portion of such loss which shall be carried to
each of the other taxable years shall be.the excess, if any,
of the amount of such loss over the sum of the net income
for each of the prior taxable periods to which such loss was
carried. Por purposes of the preceding sentence, the net
income for such prior taxable period shall be computed with

the modifications specified in subsection (23(b}(ii)(B) eof

this-subsectien and by determining the amount of the net
operating loss deduction without regard to the net operating
loss for the loss period or any taxable period thereafter,

and the net income so computed shall not be considered to be

less than zero.

(ii) The modifications referred to in subsection

(2}(b) (1) of-this-subsection shall be as follows:
(R} No net operating loss deduction shall be allowed.

[B) The deduction for depletion shall not exceed the

-49- HB 764

~ o

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

25

HB 0764/03

amount which would be allowable if computed under the cost
methed.

(C} Any net operating loss carried over to any taxable
years beginning after December 31, 1978, must be calculated
under the provisions of this section effective for the
taxable year for which the return-¢laiming-the-net-operating
isss-carryover-is-£i}ed loss occurred.

) {(iii) A net operating loss deduction shall be allowed
only with regard to losses attributable to the business
carried on within the state of Montana.

{iv) In the case of a merger of corporations, the
surviving corporation shall not be allowed a net operating
loss deduction for net operating losses sustained by the
merged corporations prior to the date of merger. In the case
of a consolidation aof corporations, the new carporate entity
shall not be allowed a deduction for net operating losses
sustained by the consolidated corporations prior to the date
of consolidation.

{(v) Notwithstanding the provisicns of 15-31-531,
interest shall not be paid with respect to a refund of tax
resulting from a net operating loss carryback or carryover
carryforward.

tvi}-Phe——nee--operating--toss-—-deduction--ahati-not-be

attowed-with-respect-to-taxable-periods-which--ended--on--sr

' before--Becember--317--39707—-but-ahati-be-atlowed-onty-with
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respect-to-taxable-periods—beginning-on-or-after-January--iy
19%3is

(3) In the case of mines, other natural deposits, oil
and gas wells, and timber, a reasconable allowance for
depletion and for depreciation of improvements; such
reasonable allowance to be determined according to the
provisions o©of the Internal Revenue Ccde in effect for the
taxable year. All elections made under the Internal Revenue
Code with respect to capitalizing or expensing expleoration
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposes.

{4) The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a deduction if paid on an indebtedness created
for the purchase, maintenance, or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this part.

(5) {(a) Taxes paid within the year, except the
following:

(i} Taxes imposed by this part.

{ii) Taxes assessed against local benefits of a kind
tending to increase the value of the property assessed.

{iii) Taxes on or according to or measured by net
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income or profits imposed by authority of the government of
the United States.

{iv) Taxes impcsed by any other state or country upon
or measured by net income or profits.

{b) Taxes deductible under this part shall be
construed to include taxes imposed by any county, school
district, or municipality of this state.

(6) That pertion of an energy-related investment
allowed as a deduction under 15-32-103.

(7) (a) Except as provided in subsection 171(b),
charitable contributions and gifts that qualify for
deduction under section 170 of the Internal Revenue Code, as
amended.

(b) The public service commission shall not allow in
the rate base of a regulated corporation the inclusion of
contributions made under this subsectiocon.

{8) In lieu of the deduction allowed under subsection
{(7), the taxpayer may deduct the fair market value, not to
exceed 30% of the taxpayer's net income, of a computer or
other sophisticated technolegical equipment or apparatus
intended for use with the computer donated to an elementary,
secondary, or accredited postsecondary school located in
Montana if:

{a) the contribution is made no later than 5 years

after the manufacture of the donated property is
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substantially completed;

{b) the property is not transferred by the donee in
exchange for money, other property, or services; and

(c) the taxpayer receives a written statement from the
donee in which the donee agrees to accept the property and
representing that the use and disposition of the property
will be in accordance with the provisions of subsection
{8)(b) cf-this—subsection-{8)."

NEW-SECPION:—-Bection-28.—-peductitons--nok-atloweds--in
computing-net-inecomey-the-deductrons-atiewed--for--dividends
under-—ssctions-243-through-245-of-the-internat-Revenue-Code
are-not-deduectibie-from--gross--income--under--this--chapter
unless-stherwise-provided-in-this-tities

Section 25. section 15-31-121, MCA, is amended to
read:

“15-31-121., Rate of tax -- alternative minimum tax --
surtax. (1) Except as provided in subsectien subsections (2)
and 1), the percentage of net income to be paid under
15-31-101 shall be 6-3/4% 6-1/2% 6§ 3/4% of all net income
for the taxable period, %he--rate--set--forth--in--this
subsection-{i}-shatri-ba--effective--for--atl--taxable--years
ending---on--er——after--February-—-287--19%2-——-Fhis--rate——is
retroactive-to-and-effective-for-ail-taxable-years-ending-on
or-after-Pebruary-287-39%%+

(2) For a taxpayer making a water's-edge election, the
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percentage of net income to be paid under 15-31-101 shall be
7% of all taxable net income for the taxable period.

+3y--Bvery-coarporation-subject-to-taxation--under——this
part-shalis-tn-any-event;-pay-a-minimum-tax-of-not-tess-chan
$50+

t4y-—-After—-—the—-amount--of—-tax-—-liabitity--has-—-been
computed-under-subsectionas-{iy-through-t3});-each-corperation
aubject-to-taxation-under-this-part-shati-addr-as--a--surtax
for--tax--year-19808;-4%-of —the-tax-tiabitity;-and-the-amount
so-derived-ia-the-amount-dee-the-statex

(3} (a) There is an alternative minimum tax imposed on

all corporations filing tax returns pursuant to this part.

The minimum tax is an alternative to the tax, if any,

computed in subsection (1). Taxable income for purposes of

the minimum tax is the corporaticn's altern tive minimum

taxable income as calculated pursuant to the Internal

Revenue Code.

{b) If the corporation is required to apportion its

income pursuant to 15-31-305 cor elects to apportion its

income pursuant to 15-31-323, the federal alternative

minimum taxable income shall be multiplied by the

apportionment factor for the corporation. If the corporation

allocates its income pursuant to 15-31-301(3), the

adjustments, preferences, and losses used to compute the

federal alternative minimum taxable income shall be
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allocated on the same basis as its income and expenses.

{c) The alternative minimum tax shall be:

Li) 6% 4% of the federal alternative minimum taxable

income in the case of a corporation that does not apportion

its income pursuant to 15-31-305 or 15-31-323 or allocate

its income pursuant to 15-31-301; or

(ii) 6% 4% of the amount computed under subsection

{2)(b) in the case cf a corporation that is subject to

15-31-301 or 15-31-305 or that elects to apportion itsg

income under 15-31-323.

(4) Each corporation shall compute its tax under both

subsection (1) and subsection (3) and shall pay the higher

amount or §50, whichever is greater.®

corporation—-subdect-to-tax-as-provided-in-this-chapter-that
receives—--a--cash--dividend--from--a--member—-of ——-the---same
affitiated-—qroup-that-ts-aise-subject-to-tax-as-provided-in
thia-ehapter-is-entitied-to-a——-tax—-credits--Fhe--ecredit--ia
equalt-to-the-tax-rate-provided-in-15-31-121{}-muittiplied-by
the--amount-of-the-dividend-andy-in-the-case-of-a-muitistate
eorporation;-aise-muttipited-by——the--Montana--apportionment
ratio-of-the-payse-corporations
t2y--Fhe--eredit—-is-—refundable—-itn--the--ysar——it-—is
ctaimedr-to-the-extent—that-it-exceeds-what-wontd--otherwise

be-—the--tax--tiabiitty--of--the--recipient-pursnant-te-this
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ehapters

+33-—FPhe—-term—-“affitiated-—groupl--as--used-—-in-—this
section——has--the-same-meaning-as-used-in-section-15604¢ay¢d}
of-the-internat-Revenue-Eodes

Section 26. Ssection 15-31-202, MCA, is 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 te--be subject to the taxes

imposed by this chapter.
t2y——if--a-amall-business-cerparation-makes-an-etection
under-sebseckron-{t1y7;-then:
{tay--with--respect——to--the--tavable-—-years-—-of-——the
corporation——-for--which--such--etection--ia--in-effecty-auch
corporation-is-not-subject-to--the--taxes—-imposed--by--thts
chapter--and;--with--respect--to--such-taxable-years-and-aii
sueceeding-taxablie-years;-the-provisions-of-this-part--appiy
to-such-¢orporations—and
tby-—-with-respect-to-the-taxabie-years-aof-a-sharehodder
of -mueh-corporation-in-which-or-with-whieh-the-tarxablte-years
ef-the-corpoaration—for-which-such-elecktan-ta-in-effect-ends;
the--provisions--cf-this-part-apply-to-such-sharechoidery-and
with-respect--to--such--taxable--years-—and--ati—-succeeding

taxable--years;--the--provisions--of-this-pare-appiy-+to-such
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shareholder~
tI3t--An-eltection-under-subsection—{ti}-must-be--made--in

accordance--with--rultes--preseribed--by-—the--deparement--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 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 proof is not filed by the time

the department receives the corporation's first tax return,

the department shall notify the corporation that proof is

required within 60 days of the date of the notice. If proof

is not received within 60 days or a reasonable extension

date based upon a request by the taxpayer prior to the

expiration of the 60 days, the corporation is subject to the

taxes imposed by this chapter.

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

election under subchapter S. of Chapter 1 of the Internal

Revenue Code may elect to be subject to the taxes imposed by

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

department. The form must have printed on it a notificaticn

that making the election subjects income to tax under both

Title 15, chapter 30, and this chapter. For tax years

beginning on or after January 1, 1987, but before March 1,
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1988, the election must be filed by May 15, 1988. Thereafter

the election must be filed by the 15th day of the third

month of the taxable year for which the election is to

become effective, The election may be revoked by written

notification to the department. A revocation myst be filed

by the 15th day of the third month of the taxable year for

which the revocation is to be effective.

(4) This etectton section is not effective unless the
corporate net income or loss of sasueh--eleeting the

nonelecting small business corporation is included in the

stockholders' adjusted--gross taxable income as-defimed-in

$5-30-%ii.

(5) Every electing nonelecting small business

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

Section 27. 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 electing--and qualifying under 15-31-202 shall
pay a minimum fee of $10."

Section 28. section 15-31-553, MCA, is amended to
read:

"15-31-553. Fees to reimburse department for costs --—

deposit in general fund. All meoneys money collected wunder
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15-31-551 and--}5-31-552--shati-be is required to reimburse
the department of revenue for costs involved in the
preparation of the copies and certificates. All such-moneys

money collected shaii-go--into must be depasited in the

general fund.*®

Section 29. section 15-31-554, MCA, is amended to
read:

"195-31-554. Returns to which sections apply- The
provisions of 15-31-551 threugh and 15-31-553 shail apply to
all returns on file and all returns to-be filed hereafter

after December 31, 1988."

Section 30. section 33-27-101, MCA, is amended to
read:

*33-27-101. Short title. Sections 15-30-107,
35-36-:2%7 15-31~117, 15-31-118, and this chapter may be

cited as the “Independent Liability Fund Act™."

Section 31. section 33-27-102, HMCA, is amended to
read:

*33-27-102. Purpose. The purpose of 15-30-107,
15-36-3277 15-31-117, 15-31-118, and this chapter is to
create a means by which small businesses operating in
Montana may establish independent Iliability funds to set
aside assets or make investments to meet any 1liability
claims that might be made against the small businesses by

third parties.,"”
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Section 32. section 33-27-103, NCA, is amended to
read: '

*33-27-103. Definitions. As used in 15-30-107,
$5-38-32%7 15-31-117, 15-31-118, and this chapter, the
following definitions apply:

(1) "“Fiscal vyear" means the 12-month pericd used by a
particular small business in preparing and filing its
Montana individual income tax, corporate license tax, or
corporate income tax return.

{(2) "Independent liability fund" means a collection of
money, assets, and investments that has been set aside by a
small business to meet the needs of any liability claims,
except workers' compensation claims, brought against it by
third parties.

{3) "Liability elaim" means any legal or extralegal
action by a third party asserting a right to compensation
for a wrong done to it by a small business with an
independent liability fund.

(4) "Small business" means any commercial or nonprofit
enterprise qualified to do business in the state and
qualified as a small business under the criteria established
by the federal small business administration on April 20,
1987.

(S) "Third party" means a person other than an

employee or the management of a small business or of a
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subsidiary or closely related enterprise of a small

business."

Section 33. 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) “Protective services" means services to children
and adults to be provided by the department of family
services as permitted by Titles 41 and 53.

{(3) "pPublic assistance" or "assistance" means any type
of ﬁonetary or other assistance furnished under this title
to a person by a state or county agency, regardless of the
original source of the assistance.

(4) "Needy person® is one who is eligible for public
assistance under the laws of this state.

(5} "Net monthly income” means one-twelfth of the
difference between the net income for the taxable year as
the--term--net--income-ia-defined-in-15-30-18% and the state
income tax paid as determined by the state income tax return
filed during the current year.

{6) "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
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and privileges by treaty or by federal statutes. If and when
the federal Social Security Act is amended to define a “"ward
Indian®”, such definitien shall supersede the foregoing
definition.”

Section 34. section 67-11-303, MCA, is amended to
read:

"67-11-303. Bonds and obligations. (1} An authority
may borrow money for any of its corporate purposes and issue
its bonds therefor, including refunding bonds, in sueh a
form and upon sueh 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} 9grants 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 suweh bonds may be issued at any time
if the total amount of principal and interest to become due
in any year on suech the bonds and on any then outstanding

bonds for which revenues from the same source or sources are
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pledged exceeds the amount of such revenues to be received
in that yvear 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 scurce in
sueh the year at least egual 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 as provided in 17-5-102. Except as
otherwise provided herein in this section, 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
suach principal and interest are payable.

(4) Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared ta
be issued for an essential public and governmental purpose
by a political subdivision within---the--meaning--of
35-38-33t2ytay.

{5) For the security of any sweh bonds, the authority
or municipality may by resolution make and enter into any
covenant, agreement, or Iindenture and may exercise any

additional powers authorized to be exercised by a
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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 1in excess of 10,000, with respect to
bonds issued pursuant to this chapter by the municipality or
by an autherity 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 sueh the 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
sueh the 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 the bonds, it
will levy a general tax upon all the taxable property in the
municipality for the payment of such the deficiency,7-and
such The 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
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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 sueh the bonds in such a
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-sueh A resoluticn beeomes does not become effective until
the question of its approval has been submitted to the
qualified electors of the municipality at a special election
called for that purpose by the governing body of the
municipality and a majority of the electors voting on the
question have voted in favor thereof. The notice and conduct
of the election is governed, to the extent applicable, as

provided for municipal general obligation bonds in Title 7,

chapter 7, part 42, for an election called by cities and

towns, and as provided for county general obligation bonds
in Title 7, chapter 7, part 22, for an election called by
counties. If a majority of the electors voting thereon vote
against approval of the resolution, the municipality has no
authority to make the covenant ¢r to levy a tax For the
payment of deficiencies pursuant to this section, but sueh
the municipality or authority may nevertheless issue bonds

under this chapter payable solely from the sources referred
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to in subsection (1) above."

NEW SECTION. Section 35. Repealer. Sections 15-30-110

through 15-30-117, 15-30-122, 15-30-123, 15-30-126,

15-30-127, 15-30-134, and 15-31-552, MCA, are repealed.

NEW SECTION. Section 36. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

[this act].

NEW _SECTION, Section 37. codification instruction --
code commissioner instruction. (1) {Secticns 8 through 101
are intended to be codified as an integral part of Title 15,
chapter 30, and the provisions of Title 15, chapter 30,
apply to [sections 8 through 101.

(2) Sections 15-30-106 and 15-30-108 are intended to
be renumbered within Title 15, chapter 30, if necessary to
improve the organization of the chapter.

t34--{Sections--25--and-27}-are-intended-te-be-codified
as—an—integrni-part—cf—?itie—isr-chapber-317—patt—i;—and-the
provésions—of——Title-—i57——chapter—-aiT-—part--i7——appiy——to
fsections-25-and-234<

t4+{3) The code commissioner is instructed to make
changes throughout the Montana Code Annotated to reflect the
change of definition for Internal Revenue Code in

section
15-30-101.

NEW SECTION. Section 38. Severability. If a part of
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[this act)] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of (this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 39. Effective date. |[This act]
is effective on passage and approval.

NEW SECTION. Section 40. applicability. [This act]
applies retroactively, within the meaning of 1-2-109, to
taxable years beginning after December 31, 19488.

-End-
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