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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 CORPORATIONS; REPEALING THE 

CORPORATION LICENSE TAX CLEARANCE CERTIFICATE FEE; AMENDING 

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, 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 ob1i9ations. (1) An authority 

may borrow money for any of its corpo~ate purposes and issue 

bonds therefor, including refunding bonds, in ~Heh ~ form 

and upon sneh terms as it determines, payable out of any 
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revenues 

(a) 

(b) 

of the authority, including revenues derived from: 

any port or transportation and storage facility; 

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

(c) grants or contributions from the federal 

government; or 

(d) other sources. 

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

authority, without an election and without any limitation of 

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

the total amount of principal and interest to become due in 

any year on Stleh the bonds and on any then outstanding bonds 

for which revenues frQm the same source are pledged exceeds 

the amount of e~eh the pledged revenues to be received in 

that year, as estimated in the resolution authorizing the 

issuance of the bonds. The authority siTall take all action 

necessary and possible to impose, maintain, and collect 

rates, charges, rentals, and taxes, if any are pledged, 

sufficient to make the revenues from the pledged source in 

saeh 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 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 
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state on their face the applicable limitations or 

restrictions regarding the source from which e~eh the 

principal and interest are payable. 

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

municipality 

declared to 

pursuant 

be issued 

to the 

for an 

provisions of this part are 

essential public and 

governmental purpose by a political subdivision within-~he 

mea~i~~-of-i5-36-iiit%ttat. 

(5) For the security of any ~tteh bonds, the authority, 

county, or municipality may by resolution make and enter 

into any covenant, agreement, or indenture and may exercise 

any additional powers authorized to be exercised by a 

municipality under Title 7, chapter 7, parts 44 and 45. The 

sums required .from time to time to pay principal and 

interest and to create and maintain a reserve for the bonds 

may be paid from any revenu·es r-eferred 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: 

•7-34-241·6.. ,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 withift 

the-meaning-o!'-!5-38-'±Hcti!ttat." 

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 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 contributing to 

his campaign. The foregoing limitations shall be multiplied 

by the inflation factor as defined in 15-30-lOltSt for the 

year in which general elections are held after 1984; the 

resulting figur€ shall be rounded off to the nearest $50 

increment. The commissioner of 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 el,ection under 13-10-601." 

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

"15-1-206. Waiver and abatement of penalties 

interest. (l) 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 late p~yment 

of any ta.x collected by the department when the pa.yment is 

-4-
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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 taxp~er seeking waiver 

of the ~~l!Y· 

(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 provided for in 

15-30-304, the department shall abate the interest on the 

additional tax 

notified until 

liability from 

the department 

the date the department is 

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 

chapter, unless otherwise required 

the purpose of 

by the context, 

this 

the 

following definitions apply: 

t~t--us~~e-ye8r-~tr~et~reu-me~n~-the-£o~%ew±n9-e±ement~ 

of-~he-ineome-tax-etrttettlre~ 

tat--the--tax--brac~ets--e~tabiished--in-~5-3S-l837-htlt 

ttnao;~~ted-by-~~bseet~on-t%t-o£-i5-36-l637-~n-effeet-on-Jttne 

39-e£-the-taxabTe-year; 

tbt--the--exemptions--eontained---±n---15-38-ll~,---bttt 

ttnad;tt~ted--by--stlbseetions--tTt--and--t8t--o£-i5-36-ll~7-in 
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effeet-en-Jtlne-39-o£-the-taxabie-year~ 

tet--the--maximttm--standard---dedttetion---provided---in 

l5-39-lZZ7-bttt-unadjttsted-by-~ttb~eet±en-tZt-o£-l5-38-li%7-in 

ef~eet-on-dttne-36-of-the-t~xabie-yea~. 

f:2till "Consumer price index" means the consumer price 

indexr 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. 

t3tll.l "Department" means the department of revenue. 

t4t--us±v±de~ou--mea~~--any--d±~tr~b~t±en--m~de--by---a 

eorporatie"---ent---o£---it~--earnin9~--o~--pre£it~--to--±t~ 

~harehoider~--or--member~,--whether--±n--ea~h--or--~n--otne~ 

prope~ty--e~--±n--~toe~-o£-tne-eerpo~at±on,-other-than-stoek 

d±v±dend~-~~-here±n-def±nea.--ustoek--d±~±dend~U--mean~--new 

~toek---~s~tted,--Eor--~ttrpl~s--or--p~o£its--eapitai±zed7 --te 

sharehotde~s-in-proport±en-to-their-pre~±otts-ho±din~s· 

t5till "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. 

t6t ill "Foreign country" or "foreign government 11 means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

t~t--u6ro~~-±neomeu-means-the-taxpayer~s~-9ross--±neeme 

£or--federal-±neome-tax-p~rpose~-as-defined-±n-~e~t±on-6i-of 
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~he-f~terne~-Re~e~tte-€ode-of-i954-o~-6~-that-~eet±en-Qay--he 1 !egisla~ure that all ~mendments by the q0ited Stat~s 

2 laDe i: eO- -or--aft\ended,. -- -e:-:ci ~:~d± n9-- tt nemp~oym~f'l t--~ompen3BI t ion 2 congress must be incor_Qorat_ed into the context of any 

3 ineiaded-±n-fe0eret-9r~s~-±~eome--~nder--the--p~ovisions--oE 3 section of Title 15 referring to the Internal R~venue Code. 

4 ~eet±on--95-of-the-!nterna~-Re~entte-eode-of-1:954-as-emended~ 4 t:r9t_Ltl "Knowingly" is as defined in 45-2-101. 

5 t8till "Inflation factor" means a numbeL determined (9) 11 Nonresident" means every indiviQyal other than a 

6 for each taxable year by dividing the consumer price index 6 resident. 
~~~~-

7 for June of the taxable year by the consumer price index for 7 t±!t-uN~~--tneemea-mea~~-t~~-~d~tl~ted-~~e9~-t~eome-o£-a 

8 June, 1980. 8 ~a~paye~-!e~~-the-dedtletio~~-aiiowed-by-t~~~-ehapter~ 

9 t9tffi "Information agents 11 includes all individuals, 9 t!~til.Ql_ "Paid~, for the purposes of the deductions and 

10 corporations, associations, and partnerships, in whatever 10 credits under this chapter, '=-.X~~pt_ the deduction fa: federal 

ll capacity acting, including lessees or mortgagors of real or ll tax withholdinq, means paid or accrued or paid or incurred, 

12 personal property, fiduciaries, employers, and all officers 12 and the terms ''paid or incurred'' and ''paid or accrued'' shall 

13 and employees of the state or of any municipal corporation 13 be construed according to the method of accounting ~pan the 

14 or political subdivision of the state, having the control, 14 basis of which the taxable income 1s computed under this 

15 receipt, custody, disposal, or payment of interest, rent 1 15 chapter. 

16 salaries, wages, premiums, annuities, compensations, 16 ti3tl!_U "Purposely" is as de=-ined in 45-2-101. 

17 renumerations, emoluments, or other fixed or determinable 17 t±4tJJ:.ll "Received 11
, for the purpose of computation of 

18 annual or periodical gains, profits, and income with respect 18 taxable income under this chapter, means received or accrued 

19 to which any person or fiduciary is taxable under this 19 and the term ''received or accrued'' shall be construed 

20 chapter. 20 according to the method of accounting upon the basis of 

21 (7) ''Internal Revenue Code'' means the Internal Revenue 21 which the taxable income is computed under this chapter. 

22 Code enacted August 16, 1954, and redesignated as the 22 tTSt.l.!ll "Resident" applies only to natural persons and 

23 nrnterna~ Revenue Code of 1986~ by section 2 of Public Law 23 includes, for the pu[pose of determining liability to the 

24 99-514, as that code may be amended fro_m time to time by the 24 tax imposed by this chapter with refe[ence to the income of 

25 United States congress. It is the specific intent of the 25 any taxable yea[, 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. 

ti6t-•~axable--ifteomell--mea~~-the-adjtts~ee-q~oss-~"eome 

or-a-taxpaye~-%e~~-the-dedtleeiofts--a~d--exemptions--provided 

£or-ift-ehis-ehapterT 

ti7-t.ll.!l "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

tl8t.i..!.21_ "Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations. 11 

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

"15-30-103. Rate of tax. (1) ~h~~e A tax shall be 

levied, collected, and paid for each taxable year commencing 

o"-e~ after December 31, 1968 1988, upon the Montana taxable 

income of every taxpayer subject to this tax~,-a£ter-me~t"9 

a%%owanee--£e~--e~emptio~~--and--dedttetie~~--a~--hereine£te~ 

pro~ided,--a-tax-o~-~he-fo%%ow±n9-braekets-of-to~ob%e-income 

as-ed;~sted-~nder-s~bseetien-trt-et-the-reiiowi"~-~ate~~ 

tot--on-the-£irst-$i-;99S-o£-taxab%e-±neomP--or-eny--part 

trtereo£,.-%%1" 

tbt--o~--the--next-$17999-e£-taxab~e-tneome-or-any-part 

tftereof-;-3%1" 

tet--on-the-next-$~-;968-ef-taxabie-ineome-or--any--part 

-9-
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thereoE 7 -+%1" 

fdt--on--the--next-$~t999-oE-taxab~e-ineome-or-eny-port 

thereo£,.-S'k~ 

tet--on-the-next-$Z 7 eee-o£-taxabie-±neome-or--any--part 

thereof,-6%1" 

tft--on--the--next-$Z-;999-o£-taxable-ineome-or-any-part 

ehet"eo£-;-=H11" 

tgt--on-the-next-$4,999-o£-taxabie-±neome-or--any--part 

thet"eo£ 7 -8%1" 

tht--on--the--next-$6-;688-of-taxsbie-ine5me-o~-a"y-pa~t 

tf-lere""'£'-9%-r 

t~t--on~the-next-$is..,see-of-t~xab~e-ine~me-or-any--pare 

thereof..,-te%-; 

tjt--o"--any-t~xeb~e-±neome-in-exee~~-o£-$3S..,999-o~-sny 

par~-the~eof7 -li%o The tax must be determined in accordance 

with subsections (2) through (6). 

~e 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 OL any 

part thereof; 

(b) 7% of the next sa,ooo of taxable income or ___ ~ 

part thereof; and 

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

(3) The tax for marrie~ _ ____E__ersons 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 

~thereof; and 

~~f 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 household, 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 

E?_I.t thereof; and 

(C) 9% of a~taxable income in excess of $9,600, 

t%t~ By November 1 of each year, the department 

shall multiply the bracket emo~~e amounts contained in 

~~b~eet~o~--trt subsections (2) through (5) by the inflation 

factor for that taxable year and round the cumulative 

brackets to the nearest $100. The resulting adjusted 

b~ae~e~~ amounts are effective for that taxable year and 

shall be used as the basis for imposition of the tax in 
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s~bseet±e~-tit-of-th±s-seet±en subsections (2) through~. 

(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, MCA, is amended to read: 

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

based on gross sales. (1) A-l±k~-tax-ts-impo~~d--tlpon--~very 

pe~~en--no~--~e~idene--~f--thi~--~tate7--w~ieh--tax-~h~l~-~~ 

~e¥ied 7 -eo~~eeted 7 -and-paid-enntlally-at-the-rate~--~pecif~ed 

tn-~5-36-~63-vit~-re~peet-to-h±~-entire-net-±ncome-a~-here±n 

deftned--f~om--all--pr~perty--own~d-and-from-every-bnsin~~s, 

trad~ 7 -profe~sion1-or-oecupation-carried-on-±n--th±s--stateo 

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 st.!=l_f:.~ and 

on all income, including interest, derived from ~~ro_p_~~ 

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 rent reQl 

-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 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. Stieh The tax 

~narr--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. 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 

income. In the case of resident taxpayers, Montana 

gross 

adjusted 

gross income must be determined as provided in section 62 of 

the Internal Revenue Code. In 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 

th~ 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 point for calculating the taxpayer 1 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 

use the federal itemized deduction, subject to 

applicable adjustments ln subsections (2) and {3), 

calculate Montana taxable income. 

also 

the 

to 

(2) The following additions to federal taxable income 

are required: 

(a) gross 

obligations or 

interest 

securities 

and dividends derived from 

of states other than Montana in 

the same amount that has been excluded from adjusted gross 

income, less related expenses not ded~cted 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. 

-14-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0641/01 

(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 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) $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-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0641/01 

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; 

(h) all benefits paid under The Public Employees' 

Retirement System Act 

taxation by 19-3-105; 

{i) all benefits 

which are specified as exempt from 

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, 

surviving spouses and orphans or specified as exempt 

taxation by 19-13-1003; 

(k) all benefits paid under the municipal 

officers' retirement system that are specified as 

from taxation by 19-9-1005; 
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Ill all 

program that 

19-21-212: 

benefits paid under an optional retirement 

are specified as exempt from taxation by 

(m) all Montana income tax refunds or credits; 

(n) gain required to be recognized by a liquidating 

corporation pursuant to 15-31-113il)(a)(ii): 

(o) 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; 

(q) 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, 

read: 

"15-30-121. Deductions allowed in 

income. In computing net income/ there 

is amended to 

computing net 

are allowed as 

deductions: 

tit--the-items-~e£e~red-to-in-seceion~-~6~-and--%i~--e£ 

the--%ntern8%--Re~en~e--eede-o£-%954,-or-as-seetions-%6i-and 

i~T-sha%%-be-%abe%ed-or-amended;-s~bjeet--~e--the--£oi%ewing 

exeeptions--whieh-are-not-deduetible~ 

tat--±tems-provided-fo~-in-%5-39-%23; 

tbt--~tate-ineome-tax-pa±d; 
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tit--£eder8l--ineome--tax-pa±d-wttnin-the-taxable-year; 

t3t--expenses-of-heHsehold-and-dependent-ee~e--ser~iees 

as-o~tl±ned-in-s~bseetions-t3ttat-thro~9h-t3ttet-and-stlbjeet 

to--the--±±mitatten~--and--r~ies--as--set-otlt-in-subseetions 

t3ttdt-t~rettg~-t3ttft-e~-fettew~~ 

tat--expenses-for-hottsehold-and-dependent-eare-ser~±ees 

neeessary-Eer-~a±nE~i-empioyment-inetlrred-~er~ 

t±t--a-dependent-tlnder-l5-years--of--a9e--for--whom--en 

exempeion-ean-be-elaimed7 

t±±t-a---dependent--as--a~i6wabie--tl~~er--l5-39-ll2t5t, 

~xeept-that-t~e-l~mitftti~ns-~~r-a9e-and-9ro~s-ineome-do--not 

~pply,-wno-i~-nnabie-to-care~for-n±m~elf-beea~~e-of-phy~±eal 

er-menta~-ii~~~~~;-aftd 

t~±±t-a--spetl~e--w~o--±s--~nable--t~--eare--for-~imsel£ 

eeeatlse-of-physieai-or-men~al-illne~~~ 

tbt--e~p~eyme~t-reiated--expeft~e~--±ne~rr~d---for---the 

foiiow±~~--ser~±ees,--btlt-o~iy-±f-stleh-~xpenses-are-±netlrred 

to-enaele-t~e-taxpayer-to-be-ga±nftllly-employed~ 

t±t--ho~sehoid-serv±ees-wh±cn-a~e-attribtttable--to--tne 

eare-of-the-q~al±fy±~9-indi~id~~l;-and 

t±±t-eare---o£---an---indi~id~ei--wh6--qtlaii€ies--tlnder 

stlbsect±on-t3ttat; 

tet--expenses-±ne~rred-±n-ma±nta±ning- ·a--hottsehold--±£ 

o~er--half--of--the--eo~t--o£--mainta±n±ng--t~e-ho~~ehold-±s 

fttrnished-by-an-±nd±v±dttal-or,-±f-the-±ndi~±d~al-±~--marr±ed 
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d~~i~~-~h~-eppiieebie-period;-±~-£~rni~hed-by-t"e-±nd±~idttai 

and-~i~-~pott~e7 

fdt--~he---emo~nt~---dedttet±bie--±n--~ttb~e~tion--t~ttat 

throtl9h-t3tt~+-are-~ttejeet-~o-the-fo~~ow±n~-itm±tat±o~~~ 

tit--a-dedttetion-i~-ailowe0-ttnder-~ttbseetion-t3ttat-£or 

employment-reiated-expenses-inettrred-dttr±ng-the-year-on±y-to 

the-extent-~tteh-expen~e~-do-not-exeeed-$4,B69t 

t±±7-expenses--for--ser~±ees--±n--the---hottsehold---are 

dedttetibie--ttnder--sabseetion--t3ttat-for-empioyment-releted 

expen~es-on~y-±£-they--are--inenrred--for--ser~iee~--in--the 

taxpeyer~s-·--hottsehoidT---exeept---that---empioyment-reloted 

expen~e~--~~~~rred--£or--~~r~i~e~--o~t~±de--the---taxpayerLs 

hotl~eho~d--a~e-ded~etib~e,-~~t-on~y-±£-±neorred-£or-the-eare 

ef-a-q~a~~fy~n~-~nd±~±d~a±-de~er±be0-±n-~oh~eet±e~-t3ttatt±t 

and-on~y-to-the-extent-~~eh--expen~e~--~n~~rred--d~rin9--tne 

year-de-not-exeeed~ 

a~il 

tAt--$%t499--±n--the-ea~e-of-one-qtle~±fy±n9-individtta±t 

tBt--$3;669-±n-the-ea~e-0£-two-qo~i±fy±n~--indi~idttal~; 

t€t--$4,eee--~n--the--ea~e--~f-three-or-more-qtla±i£ying 

indi"'±dtHtl!l; 

tet--±f-the--eombined--ad;tt!lted--gross--ineome--of--the 

taxpayer~--exeeeds-$!BrG99-!or-the-taxable-year-dttring-wh±eh 

the---exp·en.se~---are---irotettrred7---tfte---amettftt----o£----the 

empioyment-related--expenses--inetlrred--mttst--be--redtteed-by 
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one-ha%£-o£-the-excess-o£-the-eombined-ad;ttsted-1ro~s-±neome 

O'lfer-!,H:8;999; 

tft--£or-ptl~poses-o£-this-s~b~eet±of'l:-t3t~ 

t~t--marr~ed-ee~pie~-~ha~X-£iie-a-;o~nt-rettlr"-o~--~iie 

se~a~ete~y-e~-the-~e~e-form; 

t~±t-±E--t~e--tax~ayer--±~-mar~ied-dttrif'l:q-any-per~e~-of 

t~e-taxable-year,-empleyment-related-expenses--ine~rred--are 

dedttetible-of'l:ly-±£~ 

tAt--beth-~pottses-are-gainftllly-employed,-in-whieh-ease 

the-expef'l:ses-are-ded~etibie-onty-to-the-extent-that-they-are 

a-direet-resttlt-of-the-empioym~nt;-or 

tBt--the-~~Otl~e-is-a-qttali£ying-±ndi~idnat-dese~±bed-in 

~tlb~eetien-t3ttatt±±it; 

t±±it-af'l:--ind±~±d~ai--~egaily-separated-from-h±~-spe~~e 

tt nd er-a-e:ee r e e -e £-d ± vo r ee -e r- o-£ -~-epa r e: t e -ma ± n t e nan ee- met y- f"'O t 

be-eon~idered-as-ma~r±ed; 

t ±,t -t he-tletit~e t ±~n. -r~'r'-emp!l:oyl'l\ef'l:t- relat-ed -e"Xpen.~e!l-ftltt~t 

be--d±vi:t~ed--eqtta ::t ly--betwee t"l- -the--- spott~e!' ---when.---£± i ±nil] 

separately-on-t-he-same-f-o~mt 

tv t- -payment- -me: de- -t-o- -8- -eh i-ld-o-f- the->ta~_p!l:'!ft!"r -wf!rte-±~ 

ttnder-19-years-of-age-at-the-elose-o-f-the-taxabie--year--and 

payments --made- -to--an--± n<!iiv i:d1::2a l-- -w-ith-- t'e!!peet':-- te-wl"lom--a 

dedtt~t-ion-±s-aiiowabie-ttnaer-!5-39-l±itSt-a~e-net-~ea~eti~l~ 

as-employment-~elated-expenses; 

t4t--±n--the---ease---oE--~an---±ndtv±dtia±,---~el±t~eBl 
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eont~±b~t±ons--Oeterm±ned--±n-accordance-with-the-provisie~~ 

of-~eet±oft-iiStat-end-tbt-er-the-fnterna%-Reven~e-eode--that 

were-in-e££eet-for-the-taxable-yea~-ended-Becember-3i,-i9~87 

t5t1!l 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 

t6ti£1 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. Honre~ident Nonresident's and temporary 

re~ident-taxpayers----8djtlsted--9res~ part-year resident•s 

taxable income ---dedtlee±ons. (l) 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 ehe-same-~haii-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 w~~~otl~ outside ----- this 

state shall be allocated and apportioned under rules 

prescribed by the department. 

trt--fn-ehe-ea~e-or-e-ea~peye~-o~he~-than-a-~e~±Oent-of 

th±~-~tate-who-±~-a-res±dent-of-a-~tate-that-impo~e~--a--tax 

on-~~e-±neome-or-~ato~a%-~er~e"~-re~±d~~9-within-that-~tae~, 

the---dedtlet±o"s---ailew~d---tn--eomptl~±n9--net--~neeme--are 

~e~e~±eted-to-those-direetly-eonneeted-w±t~--the--p~odtlet±on 

e~-Montana-±neomeo 

t3t--fn-the-case-o£-a-ta~paye~-oth~~-~han-a-re~±deMt-of 

th±~-~te~e-who-±s-e-res±dent-of-a-staee-that-doe~-net-impose 

a--tax-on-the-±neome-of-na~~ra~-per~on~-re~±d±ng-w±th±n-that 

seatep-the-ded~et±on~-allowed-±n-eomptit~n~--net--±neome--are 

~e~t~±eted--to-ene-greater-o£-tho~e-d±reetly-~eiattn9-to-the 

pred~ct±en-o£-Ment~"a-±neome-or-a-prorated-amount--of--t~o~e 

a%%ewed---~nder---l5-39-i~l.---Por---the--p~~po~es--of--eh±s 

~tlb~eet±onT-ded~et±ons-a±rowed-tlnde~-15-39-l~l-app~y-only-to 

earned-±neeme-and-mttst-be-prorated-aeeord±nq--to--·the--~aeio 

that--the--tax~ayer~~--M~~eana--ea~fted--±~eeme--bear~·-to-h±~ 

rede~a~-ear"ed-±neome~ 

t4t--A--eemporary--resirlent--snai!--be--atlowerl---those 

rledtlet±on~-and-the-ered±t-~nder-i5-3~-le9-allowe0-a-~e~±dent 

to--the--extent-tha~-stleh-dedttet±on~-or-e~ed±t-were-aetttaT±y 

±nettrred-o~-ex~enderl-i~-the--~tate--of--Mentona--d~~±ng--the 

eottrse-oE-h~~-res±deney. 
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tSt--Por--the-p~rposes-o£-this-seet±oft,-~earned-±neomeu 

sha%%-be-de£±ned-as-~he-seme-te~m-±s-de£±ned-±n--seet±on--43 

of--the--fnterna%--ReYen~e--eode,--or--a~--that--seet±on-may 

s~bse~~eneiy-be-amendedo 

t6t--Netw~t~~tand±n9-t~e-p~ov±~+ons-of-sHbseet±ons--tit 

and--t3tr--eny-eentr±bttt±on-mede-e£ter-6eeember-3i,-i99ir-to 

the-state-o£-Montana--or--a--pot±t±eai--sHbd±v±s±on--thereof 

~haii--be--an--aliovable--ded~et±on-±n-eomptttin9-net-ineomeo 

~~e-dedttet±on-~s-s~b;eet-to-the--l±m±tat±ons--set--forth--±n 

seet±on-lT9-of-the-fnternal-Re~entte-eode-of-l954,-as-labeied 

or-amended~ 

( 2) (a) To calcl..:.late Montana taxable income, a 

nonresident taxpgyer 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 t~e alter~?-.!J._y~-·-- the federal itemized 

deductions, subject to the lim~~ations in (section 

10(3)(c)J, that are direc~ly 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 fedeial 

itemized deductions to calculate federal taxable income 

shall also use the federal itemized deductions as a basis 

for calculating Montana taxable income. 

ll~ (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)1 c) l; and 

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

10(2)(a)) that was earned while the taxpaye_£~as_~ __ _!_esident 

of Montana. 

(b) To calculate Montana taxable income, a ___ p~~~_-ye~-~ 

resident taxpayer may deduct the follow_~...!}_S.: 

{ i) that portion of the federal deduct_i?_~ for personal 

exemptions that Montana adjusted gros~~~~e bears to 

federal adjusted g~oss ~~come; a~? 

( ii) that por~i-__ o_n _ -~-~ fe~_~ral standard deduction 

that Montana adj~-~!:~-~- 9F~~§ ___ l__Q_~~!!!~- bears to federal adjusted 

gross income or, in the alternative, the federal itemized 

ded~:!:_~_t::_io_n_:;, subject to the limitations 1n [section 

10(3)(c)], that are directly attributable 

adjusted gross income. 

to Montana 

(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 credit under 

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

expenditures incurred in Montana during the taxable year. 

t':1t12.l 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, is amended to 

read: 

"15-30-132. Change from nonresident to 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. ~ne--exemp~±o"~-~~e~±ded-±"-!5-39-ll~-~heli-be 

p~orated-oft-the-rat±e--~he--Me~ta"a--adjtl~ted--gro~~--±neome 

bears--to--federal--adjnsted-9ro~~-±"eomeo A Montana citizen 

moving out of the state, abandoning his residence in the 

state, and establishing a residence else~here must file a 

return on the fractional basis. If he obtains employment 

outside the state without abandoning his Montana residence, 

then income from Stlen 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 or fiduciaries of 

estates or trusts. tit A tax ~h8ii-be is imposed, at the 

rate imposed on a single person, upon either the fiduciaries 

or the beneficiaries of estates and trusts as here~~e£t~r 

provided in this section, except to the extent ~~ch the 

estates and trusts ~he:il--be are held for educational, 

charitable, or religious purposes,~ wh±eh The tax ~hall must 

be levied, collected, and paid annually with respect to the 

income of estates or of any kind of property held in trust~7 

i:neitltH:nq-:-

tat--±"~ome--~ee~tv~rl--~y--e~~a~e~--o£-deeeased-p~rsons 

a~r±n9-t"e-per±od-o£-arlm±n±stta~to"--or--~ett~ement--of--the 

e~tat~; 

tbt--±"eome--aeetlmuiat~a--±"--trust--for-~he-bene£±~-e£ 

~"bor"-o~-n"aseertained-perso"~-or·-~er~ons--w±th--eont±~qent 

±"te~es~s; 

tet--±neome--he~d--£or--ftlttlre--distr±btt~±on--ttnder-the 

term~-o£-ehe-w±it-or-trtl~e;-and 

tdt--±"eom~--wh±eh--±s--eo--be---distr±btited---to---ene 

be"ef±e±ar±e~---period±eaily,--whether--er--not--at--re9ttiar 

int~r~ars,-a"d-the-±"eome--eo±leeted--by--a--9~ardian--of--a 

minor,-te-be-heid-er-d±str±bttted-a~-the-eettrt-may-d±reeto 
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t2t--~he--£~dae~a~y-shei%-be-re~po~~ib%e-£er-ma~i~~-the 

retttr~-ef-~neome-£or-the-estate-or-trtt~t-for-wh±ek-he--aet~7 

whether--the-£idueiary-or-the-bene£±e±ar±es-are-taxab~e-w±th 

re£erenee-to-the-ineome-o£-sneh-eseete-or--tr~st.--!n--ea~e~ 

ander--sttbseetions--t8t--Bnd--tdt--e£--~tlb~eetion--tltr--the 

£±dtte±ary-shall-inciude-±n-the-ret~rn-a--~tatement--o£--eaeh 

bene£ie±ary~s--distr±bttt±ve--share-of-net-ineomer-whether-or 

not-d±stributed-before-the-eiese-o£--the--taxab±e--year--for 

wh±eh-the-return-%s-madeo 

t 3t--in- -eas.es- -t:tndet"-- s ttb~eet ions- tat, -tbty-and- tet -o£ 

sttbseetion-tlt,-the-tax-~haii-b~-~mpo~ed-ttpon-the--£idtte~a~y 

of-the-e~tate-or-trtt~t-wit~-r~~peet-to-the-net-~neome-of-the 

e~tate--o~-t~tt~t-aftd-~hai~-~e-paid-by-the-f~dtte~aryo--f£-~he 

taxpayer~s-net-ineeme-for-the-taxab±e-year-of-the-e~tate--or 

trttst--±s-eompttted-ttpon-the-bas±s-ot-a-per±od-d±££erent-from 

that-ttpon-the-bas±~-o£-wh±eh-the-net-~neome-o£-the-estate-or 

trtt~t-i~-eomputed,-then-his-distr±bttti~e-share--of--the--net 

±neome--o£--~he-e~tate-or-trttst-for-any-aeeottnt±n9-period-of 

stteh-estate-o~-trtlst-ending-with±n-the--£±seal--or--~alendar 

year--shall--be--eompttted--upon--the--bes±s--on--wh±eh--~tt~h 

befte£±e±ary.t.s-net-±neome--·-±s--eompttted•--f!"!:--stteh--ea·ses,--a 

benef±e±ary--not-a-res±dent-sha~~-be-taxable-with-respeet-to 

h±s-±neome-der±ved-thrott9~-s~eh-e~tate-e~-trttse-oniy-te--tke 

e~~ent--prov±ded--±n--~~-39-±3i--£or--i"d±~±etlais-oe~e~-en~~ 

residents-. 
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t4t--The-£±d~e±ary-or-a-t~ttst-ereated-by-e~-emp%oyer-es 

a-part-o£-a-~toek-bontt~T-pe"sieR,-or-profit-~herin9-p~a~-for 

ene-exeitt~±ve-bene£±t-o£-some-or-a%i-of--h±~--empioyee~,--to 

wh±eh--eo"tr±httt±ons-a~e-made-by-stteh-empioyer-or-employees, 

or-boe~7-fo~-th@-pttrpese-o£-di~tr~bttt±n9-to--stteh--empioyees 

the--ea~ni"9s--and--pr±neipai-of-the-£ttn6-aeettmttiated-by-the 

trttst-in-aeeorda!"!:ee-with-~tteh-p%on,--shaii--not--be--taxabie 

ttnOer---this-seetionr-bttt-any-amettnt-eo"tr±httted-te-stleh-fttnd 

by-the-empioyer-and-aii--eern±n9s--of--~tteh--£ttnd--shaii--be 

±nelttded--±n--eompttt±n9-the-ineome-o£-the-d±str~btttee-in-the 

year-in-wh±eh-d±str±bttted-or-maOe-ava±lable-to-h±mo 

tSt--Where-any-part-e£-the-ineeme-o£-a-trttst-other-than 

a-testamentary-trtt~t-±s-er-may-ee-appi±ed-to-the-payment--o£ 

premittms--ttpon--po~ie~e~--of--~~su~a~ee--on--the-±~fe-o£-tbe 

9ranto~-te~~e~t-poi±e~e~-o£--tnsuranee--~~re~oeab~y--~ayab%e 

for-the-pttrpo~e~-8n0-~n-the-manner-spee±f±e~-~e~a~tn~-to-th~ 

~o-ea~~ed--lleh8ri~eble--eo!"!:tr±b~~±onll--deduetiont--o~-to-the 

payment-o£-prem~ums-tlpen-poiieie~-of--i±£e--±n3ttranee--tlnrler 

wh±eh--the--9rantor--±~--the--bene£±e±a~r·--~tleh-part-o£-the 

±n~~me-ef-the-trnst-shai~-be-±ne±ttded-in-~emptttin9--~he--n~t 

±neome-of-the-grantor-." 

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

read: 

"15-30-136. 

exempt ion. ( 1) 

Computation of income of estates or trusts 

Except as otherwise provided in this 
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chapter, the ugross incomeu of Montana taxable estates or 

trusts me~n~ includes all federal taxable income from 

whatever source derived in the taxable year, including but 

not limited to the following items: 

(a) d~~~deftd~7 

t~t 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~ 

t~t the United States government or--~he--state--e£ 

Mo~tana; and 

t±±t-a-~ehoo%-O~~t~iet;-or 

t~~~t-a---eo~ftty7---~~~±e±pa%ity,--distrietr--or--otker 

poi±t±eai-stlbdi~isio~-of-the-~tate; 

tet--±neome-£rom-partnersh±ps-an~-othe~-£±d~eiaries; 

trlt--gro~~-ren~~-a"d-~oyaltie~; 

tet--9ai"-Erom-~aTe-or-exehon9e-o£-proper~y,--±neiH~tng 

tho~e--9ain~-that-are-exeltlded-£rem-~ro~s-±neome-£or-EederaT 

£±dtle±ery-±neeme-tax--p~rposes--by--seet±on--64~tet--o£--the 

!nternal-Re~eftne-eede-o£-%954,-as-amended; 

tft--9ross-pro£±t-£rom-trede-or-b~siness;-and 

t9t~ refunds recovered on federal income tax, to the 

extent the deduction of stteh 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: 

tat--±ntere~~--expen~e~--ded~etibie--for--federa±---tax 

pttrposes--aeeordin~--to--~eet~on-%63-of-the-~nternat-Reven~e 

Eode-of-1954,-as-amended; 

tbt--taxe~-pa±d-or-aeertted---±th±n--the--taxabie--year, 

±neittdin~--bttt--not--timited--to--£ederaT--±neeme--~ax,--b~t 

exe~~d±ng-Montana-±neome-tax~ 

tet--thet--£~dtte±e~y~~--~oreion--of---Oep~ee±aticn---er 

aepiet~on--wh±eh--is--dedtletib~~--£o~--£ede~a~--tox-p~rpo~es 

aeeord±n9-~e-~eet±en~-±61,-6ii,--and--64~--e£--the--Tnterna± 

Re~entte-€ode-e£-~9S4,-a~-amended, 

tdt--ehar±tahle--eontri8tlt±en~--that-a~e-ded~etib±e-£er 

£edera±-tax-pttrposes-aeeording--to--seet±en--6~~tet--e£--tne 

Interne~-Reventte-€ode-ef-T954,-a~-amended; 

tet--admin±strat±~e-expen~e~-e±a±med-£or-federai-±neome 

tax--pttrposes,--aeeord±n9--to-seet±on~-~TZ-a~d-64itgt-oE-tke 

Tnterna±-Re~entte-€ede-o£-i954,-a~-amended,-i£-stteh--expenses 

w~re--not--e±a±med--a~--a--dedttetion-±n-~he-determinat±en-of 

Mentafta-±fther±tanee-tax~ 

tft--iosses--£rem--£~re,--~torm,--~hipwr~e~,--or--other 

eastlaity-or-£rom-the£t,-to-the-extent-not-eompen~ated-£o~-by 

±nsttranee--or-etherw±~e,-that-are-de~ttet±b~e-for-federa±-tax 

pttrposcs-aeeord±n9-to-~eet±en-±65-o£--the--fnternal---Re~entte 
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€ode-oE-%954,-a~-8meneed; 

tgt--ne~--o~e~ae~~g-%ess-dedHe~±ons-e~±ewed-Eor-£ed~rel 

~neome-eax-~nder-seet±oft-6~~tdt-o£-the-ln~erns~-Reven~e-eod~ 

of-i95~,-8s-amended,-exeept-estates--may--not--ela±m--%osse~ 

that-ere-ded~et±ble-on-the-deeerlent~s-£inai-ret~rn; 

tht~ all benefits, not in excess of $3,600, 

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 corporate retirement plans or systems; 

t±t~ all benpfits paid under the Montana teachers' 

retirement system that are specified as exempt from taxation 

by 19-4-706: 

t;ti£1 all benefits paid under the Montana Public 

Employees' Retirement System Act that are specified as 

exempt from taxation by 19-3-105; 

tkt~ all benefits paid under the Montana highway 

patrolmen's retirement system that are specified as exempt 

from taxation by 19-6-705; 

t~t~ Montana income tax refunds or credits thereof; 

tmtl!l 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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tntl31 all benefits paid under the municipal police 

officers• retirement system that are specified as exempt 

from taxation by 19-9-1005. 

t3t--In-the-eaae-of-a-ehareholder-o~-a-corporat±o~-w±th 

re~peet-~o-whieh-~he-eieetion-provided-£or-~n0er--sttbehapter 

S7--o£--the-interna±-Reve~tle-€ede-o£-±9547 -a~-amended,-~~-±n 

e££eet-b~t-with-re~pect-to-which-the-eiect±on--~~ev±~ed--£o~ 

~nder--±5-3X-i9i--is--not--±n--effeet 7 --net--ineome-does-~ot 

inei~de-any-part-of-the-eorporation~s-~ndist~±b~te~--texabie 

±neome,--net--epe~at~n~--%o~s,-ee~±ta%-~ai"~-or-ot~e~-~a~n~, 

~~o£~t5,--or--iosses--req~±red--to--be---ine%~ded---±n---tne 

s~ereho%der~s-£ede~a%-±neome-tax-net-ineo~e-by-rea~on-o~-the 

e~eet±en--~nde~-~ttbehapter-So-Howe~e~ 7 -tke-~~aren~lder~~-net 

±neome--sha%i---ine%ttde---aettta%---d±~tr±b~t±~n---£rom---the 

eorporat±on--to--the--extent--±t-wott%d-be-treated-a~-taxabie 

d±~±dend~-±f-the-sttbehapter-So-e%eet±on-were-not-±n--e££eeto 

t4t--The---£ollow±n~--add±t±ona~--dedttetion~--sha±±--ee 

ellowed-±n-der±v±n9-taxabie-±neome-of-e~tate~-and-trtl~ts~ 

tat--any--amotlnt--o~--±neome--for--the---texabie---year 

ettrren~±y--reqtt±red--to--be-d±str±btlted-to-benef±ei8ries-for 

stleh-year; 

tbt--any-other-amoun~s-~~e~erly--pa±d--or--eredited--or 

reqttired-to-be-distribttted-~or-the-taxable-yea~7 

tct--the--amotlnt--o~--69%--o~--the--exce~~--e£--the-net 

%on9-term-eap±tai-9ain-o~er-the-net-~hort-~erm-edp±~aY--%o~~ 
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£or-~he-~axab%e-year. 

t5t--~he--exemption--a~lewed--ro~-e~tate~-a~d-t~~sts-±s 

ehae-exempe~en-p~o~~ded-%n-l5-36-llitittat-and-l5-36-llit8t~ 

t6t--A--tr~st--o~--e~tate--exe~~ding---bene£its---~nder 

s~bseeeiens-tzttit-throttgh-tittkt,-tzttmt,-e~-tzttnt-may-net 

exe%~de--bene£±ts--deser±bed--in--s~bseetion-t~ttht-rrem-net 

±neome-ttnless-the-benef±ts-reee±ved-~nder-sttbseet±ons-tZtt±t 

thre~gh-tzttkt,-tzttmt,-or-tzttnt-are-less-than--$3,6887--~n 

whieh--ease--the--trttst--or--estate--may-eombine-~ener±t~-to 

exel~de-ttp-to-a-tota~-of-$37688-from-net-±neomeo 

(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 15-30-141, MCA, is amended to 

read: 

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

this chapter and all increases, interest, and penalties 

~heree~ shall beL from the time they are due and payableL a 

personal debt from the person or fiduciary liable to pay-e~e 

~eme-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 60ll(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. Ret~rn~--e~d-peymen~-e£-eex----penaiey-and 

ineerest----~eftlnds----eredit~ Filing of returns. (l) Every 

si~g%e--i~di~id~a!-and-e~ery-merried-indiv±d~ei-not-f±iin9-a 

je±ftt-~etttrft-w~~h-h±s-er--~er--~pett~e--a~d--hav±ft~--e--gro~s 

±neome-£or-ehe-t8xabie-year-of-more-than-$lr999,-as-adjttsted 

tt~~er---t~e---~rovi~~o~~--e~--sttb~eetien-~t~t,--and--marr±ed 

~nd±v±dtlais--ftet--£±i±ft~--seperate--ret~rn~--~~d--h~~±n9---a 

eembined--gross--ineome--for--the--ta~abie-year-o~-more-than 

$ir999r-a~-adjtt~ted-tt~der-the-pro~ision~-o£-~ttb~eetion--t~tr 

shftii-be-i±abie-£er-a-ret~rn-te-be-£±ied resident, part-year 

resident, or nonresident derivi~g any income from Montana 

shall file a tax return, on ~tteh form~ and according to stteh 

rules as the department may prescribe, if that person: 

~) 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. ~he-qros9 

±neome-amo~nts-re£er~ed-~o-±n-the-preeed±ng--~entenee--shaii 

be--±nereased--by--$899,-as-adjusted-tlnder-the-prov±s±ons-of 

%5-39-iiit~t-end-tBtr-for-eaeh-add±tional-personai-exempt±e~ 
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ai}ewane@-the-taxpayer-~s-entitied-to-eiaim-£or-himsei~--and 

his--spo~se--~nde~-±5-39-liZt37-and-t4to-A-~enresiden~-s~aii 

be-reqtlired-te-f~le-a-retttrn-i£-n±s--gre~s--±neome--for--tfte 

taxabie-ye~r-de~i~ed-£rem-so~rees-within-Montana-exeeed~-tne 

amo~nt--oE--t.ne--exeMptien-dednction-he-is-~nt±tied-te-elaim 

for--himsei£--and--his--spottse--ttnder--the---pro¥±~ion~---o£ 

r5-36-rrzfztT---t3tT--a~d--f4tT--as--prora•ed--aeeordtft9--to 

r5-3e-rrzt6t7 

tZt--ln-aeeordanee-with-±nstrttetions-set-~orth--by--the 

department,--e~ery--taxpayer--who-±s-married-~nd-·ii¥±ng-w±th 

httsband-er-w±£e-and-±s-reqtt±red-to-£iie-a-retttrn-may 7 -at-~±~ 

o~-ke~-~pt±on,-fiie-a-joi~t-~et~rn-w±th-h~~b~nd-or-w~~e-~~en 

thotl~h-o~e-of-the--~po~~e~--kes--ne±ther--~ro~s--ineome--nor 

dedttet±on~~--Tr--~--joint--~ettt~n--±~-made,-the-tax-shaii-be 

eomptlted-on-the-~gg~egate-taxebie-±neome-and--the--liabiiity 

with--respeet--to--the--tax-~hali-be-joint-and-~e~e~alo-I£-a 

jo±nt-retttrn-ha~-been-fiied-for-a-taxable-year,-the--spotl~e~ 

may--not-ftle-~eparate-retttrn~-after-the-t~me-fer-filing-the 

retttrn-o£--either--has--expired--ttniese--the--~epartment--so 

con~entso 

{2) Every resident, part-year resident, or_nonresident 

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 ~~eh taxpayer is unable to make his own 

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

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

the person or property of such taxpayer. 

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

subject to the provisions of 15-30-202 and 15-30-241, shall 

compute the amount of income tax payable and shall, at the 

time of filing the return required by this chapter, pay to 

the department any balance of income tax remaining unpaid 

~fter crediting the amount withheld as provided by 15-30-202 

and/or any payment made by reason of an esti~ated tax return 

provided for in 15-30-241; provided, however, ~he tax ~o 

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

pa~d by estimated return as provided in this chapter. If the 

amount of tax withheld and/or payment af estimated tax 

exceeds by more than $1 the amount o£ income tax as 

computed, the taxpayer sha±l-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 there~oro~e 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 9t ~of 1% per annHm month or fraction thereof 
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on the additional tax. ln-3~ch-ease-there-shali-be There is 

no penalty because of saeh the understatement, provided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

t1t--By--November--l-of-eaeh-year,-the-depa~tment-shaii 

m~itiply-the-m±n±m~m-am~~nt-o£--q~o~~--+ncome--neees~+~a~±ng 

the--f±iing--e£--a--rettlrn--by--the-in£lat±on-factor-£or-the 

taxable-yearo-~he~e-a0josted-amoant~-are-ef£eet±ve-£or--that 

taxable--yearT--and--persons--~av±ng-gross-±neome~-iess-than 

these-adjtlsted-amotlnts-are-not-re~ti±red-to-E±le-a-retorno 

t6t--%nd±v±d~~l-±neome-tax--fo~M~--d~~t~~hoted--by--the 

de~ortment--£or--eaeh-taxab~e-yea~-mtt~t-eefttei~-i~~t~~etto~~ 

and-tab!e~-ba~ea-e"-the-ad;tisted--base--year--~trtiet~re--for 

that-taxabie-year7'' 

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

read: 

•15-30-144. Time for filing -- extensions of time. t+t 

Returns shall ~ be made to the department on or before 

the t5th--dey--of--the-4th-mo"th-fettew±"g-the-eio~e-e£-~he 

taxpayer~~-£±~eal-yeor,-e~-±f-the--retorn--±~--made--on--the 

ba~±~-of-the-eale~dar-year,-then-the-rettlrn-~hall-be-made-on 

er--be£ote--the-i5th-day-o£-Aprt%-£ollew±ng-tne-elose-ot-the 

ealenda~-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 ~hall must set 
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forth ~oeh facts as the department considers necessary.for 

the proper enforcement of this chapter. There ~hall must be 

annexed to stteh 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 

snail must be furnished by the department upon application, 

but failure to secure the form ~hal~ does not relieve any 

taxpayer 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. 

tZt--An-atttomBtie-6-mont"-extens±e~-of-t~me-for--E±l±~9 

a-~etttrn-is-aiiowed,-pro~±ded~tnat-on-or-before-~ne-~tte-date 

of--the--ret~rn,--an--app~±eat~oft-±~-marle-on-fe~m~-ava±iable 

from-~he-department-o~-±~~wr±tinq-te-tne-department7'' 

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

read: 

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

running of the ~tatute of limitations p~ovided for under 

15-30-145 shall be suspended during any period that the 

federal 9tatute of limitations for collection of federal 

income tax has been suspended by written agre2ment signed by 

the taxpayer or when the taxpayer has instituted an action 

which has Lhe effect of suspending the running of the 

federal statute of limitations and for l additional year. 

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

15-30-304, the 

or an amended return as required by 

statute of limitations shall 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 adjtl~ted 

q~oss net taxable income stated in the return, the statute 

of limitations she~l does not apply for 2 additional years 

from the time specified in 15-30-145.'' 

read: 

and 

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

"15-30-156.. Dedu-ction for contributions to child abuse 

neglect prevention program. A taxpayer filing an 

individual income tax return whe-d~e~-~ot-e~~et-~e-~Bke-tfte 

sta~d4rd--ded~et±on--provided--~or--in--l5-39-l~~ may, in 

computing net income, claim a deduction for the payment of a 

contribution to the child abuse and neglect prevention 

program as follows: 

(l) If 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 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 filing the 

return." 

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

read: 

"15-30-303. Confiden-tiality 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 off ice r or 

employee to divulge or make known in 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 o[ 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 

proceeding to 

in any court, except in any action or 

which the department is a party under the 

provisions of this chapter or a:1y 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 of and may admit in evidence so 

much of said reports or of the facts shown thereby as a~e 

pertinent to the action or proceedings and no more. 

(3) Nothing herein shall be construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof; or 

{c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who shall bring action to set aside or review 

the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 

provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns shall be preserved for 3 years 

and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (1) through (4) of 

this section shall be punished by a fine 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 hol-ding 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 income 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 o':".hA ( stt:\cc, as the case may 

be, grant substantially similar privileges to the proper 

officer of this state charged with the administration of 

this chapter. 

(7) Further, notwithstanding any of the provisions of 

this section, the department shall furnish~ 

tat--to--the--depe~tme~t--o£--j~~tiee--att--±nformatio~ 

~eee~~ery--to--±de~t±Ey--those--pe~~o~~--q~a~i£y±~9--Eo~-the 

add±~ionat-exemption-£or-biindnes~-pttr~~ant-to-i5-39-iiit4t 7 
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£e-r-1:he-('trt"poee-o£-ena-bHng-t::he--depa-r-tment--e~--jtlet±ee--t::o 

arlminieter-the-pro~isions-o£-61-5-185;-end 

tb-t 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 1 without purposely or knowingly violating any 

requirement imposed by this chapter, fails to file a return 

of 1ncome 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 

unpaid with respect to ~~eh the return as of its due date7 

bat--in--no--~~en~--~ne±±--~he-penBity-Eor-Eeiltt~~-~o-~~ie-a 

~eta~n-by-i~s-dtle-date-be-~e~~-thon-~5. or $10, whichever is 

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

unpaid with respect to the return ~ust 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 reasonable 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-~e9e~d-to-an-ex~ension-o~-time 

9~onted-Eor-£±iin9-the-retdr~t, there shall be added to the 

tax a penalty of ±e% ~ of ~a±d the tax,-btlt-net-ie~~-th6n 

~5 7 -and-±nterest_~_}n addition, a J2~nalty ____ ~f 5% of the 

delinquent tax must be assessed for each 30-day period 

durir1g 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-a~ntlm 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. 

( 2) If any person 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% 

tke~eof of the tax, but Stleh the additional amount shall in 

no case be less than $25, arid 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 en~re~"der 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 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~,-~~d 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 required under the 

provisions of this chapter is prima faci~ 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 negligence on the part of the 

taxpayer but without fraud, there shall be added to the 

amount of the deficiency 5% thereof;-pr~¥irled,-how~ve~,-th~t 

no-defi~ie~ey-pena~~y-~ha~±-be-iess-th8n-$~ of the tax. 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 delinguencv, with a maximum 

30% penalty. Interest will be computed at the rate of 9% lL! 

of 1% per ann~m 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 tiu1e for filing a return is extended, the 

taxpayer shall pay in addition interest ti-let'eon •..'1:' the ----
amount due at the rate of 9% 3/4 of 1% per 81"1ftt1fft month from 

the time when the return was originally tequired 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." 

-46-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0641/01 

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 year 

operation of its business and 

in the maintenance and 

properties, including 

reasonable all~wanee 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 susta.ined and charged off 

within the year and not compensated by insurance or 

otherwise, including a rea-sonable allow.ance 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 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 good 

the exhaustion thereof for ~hich an allowance is or has bee~ 

made. 

(h) (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. T'be net 

operating loss deduction is the aggregate of net operating 

loss carryovers to ~tleh the taxable period pitt~--tne--~~t 

~per-a~i:nt;J--:I:os~- -e.l':!l r rybaelt!!- te-sttel'l.-~a:a:able-pe~±od.-. The term 

"net operating loss" me-ans the excess of the deductions 

allowed by this section, l~-31-114, over the gross incom~. 

with the modifications specified in subsection (2)(b)(ii) o£ 

'l:h±:!-~ttb:!ee~±on:. If fo[' any taxable period b@qtnn-:t.nfj.--a~te~ 

Beeember--~tT--~9~97 a net operating loss is sustained, ~tie~ 

the loss ~ba~t-~-a-n:e'l:-o~e~~'l:ing-%o~-ea~~ybae~-e~-eaeh--~~ 

~ke---ekPee--t-axabre--per--iods-pt"eeedi"~-tlo'te-taxe:b-IZ~-per-ied-o! 
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operating loss ear•yo•er 

t±ve three taxable periods 

of s~eh the loss. A net 

operating loss sustained for any taxable period ending after 

December Jl, 1975, ±n-addit±on-to-bein9 and beginning before 

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

each of the three preceding taxable periods;-~haiT-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. 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) or 

eh~~-s~b~eet~oft 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 considereci to be 

less than zero. 

(ii) The modifications referred to in subsection 

~(i) of-thie-etlbeeetion 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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which would be allowable if computed under the cost 

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 ~et~~n-e±~iming-th~-net-operatinq 

ie~~-ea~~rover-±s-fiied 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 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. 

(vJ 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 eerryover 

carryforward. 

tvit-~he--~et--operatin9--±o~~--dedtlet~en--sha±i-noe-be 

a±±owed-with-re~pe~~-to-te~ab±e-period~-wh~eh--ended--oft--or 

before--Beeembe~--3l,--l9~a,--btlt-~haii-be-a±±owed-only-with 
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re~~eet-te-texeb%e-~e~iods-beginning-on-or-e£ter-asn~ery--%, 

%9~%T 

(3} 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 dS 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) Taxe$ assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

tiii) 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 imposed 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 portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(7) (a) Except as provided in subsection l]~(b)' 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Coder as 

amended. 

(b) The public service comrni~sion shall not allow in 

the rate base of a regulated corporation the inclusion of 

contributions made under this subsection. 

(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 technological 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 

after the manufacture of 

is made no later than 5 years 

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 

ill (b) ef-tt•~~-•~b•eet~o~-t8t." 

NEW SECTION. Section 25. Deductions 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 i~come 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 
~------------

Stl~e~~- {l) Except as provided in ~ttbseee±e~ sub~~ctions (2) 

and (3), the percentage of net income to be paid under 

15-31-101 shall be 6-3;f-4% 6 1/2% of all net income for the 

taxable period. ~he--~ate-set-forth-±~-th~~-~ttb~eetion-tit 

~h~%i-be-er£eeti~e-for-aXl-taxable-yeB~s-e~d±ng-on-or--after 

Pebrtlary-Z8r-l9~l~-Phi~-rate-±s-retroactive-to-a~d-efEeeti~e 

for--all-texeble-year~-end±ng-on-o~· after-Pebrttary-Z87-i9~l~ 

(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. 

t3t--Eve~y-eorpor~t±on-~ttb;eet-to-taxat±~~--Hnder--th±~ 

part-~hallr-in-any-e~ent 7 -pay-e-m±n±mtl~-tax-et-net-less-t~en 

~5th 

t4t--After---the--amottnt--ef--tax--~±abiT±ey--ha~--been 

eompated-~nder-stlbse~~~ons-tTt-th~etl~h-t3t,-eaeh-~6~po~et±on 

~tlb;eet-to-t~x~~~en-~nder-th±~-pert-~ho~~-add,-a~--a--~tlrtax 

for--t~x--year-1988 7 -4%-e£-~he-tax-l±abti~ty,-an~-the-amotlnt 

~o-deri~ed-i~-the-amotlnt-dtle-the-~tate~ 

( 3) (a) There is ar. al~e_r_~ative minimum :ax impSJsed on 

all corporations filing tax returns pursuant to __ this oart. 

The minimum tax i!::> an alternative to the tax, iE -~~y__i_ 

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

the m1n1mum tax is the corporation•s alternative minimum 

taxable income as calculated pursuant to the Internal 

Revenue Code. 

~- If the corporation _:h__~ r~qu~r~~_E~~:m its 

income p~~s~..:.ant to 15-31-305 or elec-t::s to a_pportion its 

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

minimum taxable !ncome shall be mu:tiolied bv the 

apportionment factor Eor the corporation. If the corporation 

allocates its income pu~suant to 15-31-301(3), the 

adjustments, preferences, and los~es used to compute the 

federal alternative minimum taxable income shall be 

allocaLed on the same basis as its income and expenses. 
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{c) 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 15-31-323 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 

1~-11-305 or that ~.lects to apportion its 1.ncome under 

15-31-323. 

(4) Each corporation shall co~pute its tax under both 

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

amount or $_~0, whichever is greater." 

~w SE~OCION. Section 27. Dividend credit~ ( 1) A 

corporation subject to tax as provided in this chapter that 

receives a cash dividend from a member of the same 

affiliated g'oup that is also subject to tax as provided in 

this chapter is 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 is 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 

se~tion has the same meaning as used in section 1504(a)(l) 

of t_he 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-eiee~ that has made a 

valid election under subchapte~ s. of Chapter 1 of the 

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

imposed by this chapter. 

tzt~~ff-a-small-b~~±~e~~-eo~pe~et±o~~mak~~~a~~-eteet±o~ 

tinder-~~bseet±on-t±t,-then~ 

tat--w±~h---re~pee~---~o---t~e--~axable--yed~3--of--e~e 

eorporat±en-~o~-wh±eh--~~eh--eieee±on--±s--±n--e££eet,--etteh 

eorporat±on--±s--net--~~b;eet--~o--~he-~axe~-±mpo~ed-by-t"±s 

ehapte~-endy-w±th-~e~peet-to--stteh--taxabte--yeer~--and--el± 

~tteeeee±n~--t~xeble-years,-the-pro~is±on~-o£-th±~-~ert-apply 

to-~tteh-eorpo~at±on;-end 

tbt--w±~h-reepeet-to-the-taxable-year~-of-e-she~ehotrle~ 

of-~tleh-e~rporation-in-whieh-or-w±th-wh±eh-the-~ax8bie-years 

o£-the-eorpora~ien-~or-whieh-stteh-eleet±on-ie-i~-ef£eet-end7 

the-provisiens-e£-this-par~-apply-to-stleh--shareh~lder 7 --and 

with--respeet--~o--stteh--taxable--yea~s--and--ait-s~eeeed±n9 

~axable-yearsy-~he-prov±~±ons-o£-eh~~--part--app±y--to--stt~h 

shareholder7 
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t3t--An--eieet%cn--wftd~r-~ttbeeet~en-tlt-must-be-made-~n 

aecordanee--wi~h--r~%es--preeerihed--by--the--depa~tment--or 

reven~e. 

(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 notification 

that making the election subjects incom~ 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, 

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

month of the taxable year for which the ~lection 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 ~~eetie" section is not effective unless the 

corporate net income or 

nonelecting small business 

loss of !!U:teh.---e~eet±l'l~ the 

corporation is included in the 

stockholders' edj~~~ed-gro~~ taxable income a~--deEined---±" 

%5-38-iii. 

(5) Every e±eet±"9 nonelecting small business 

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

required by 15·11-204." 

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

.read: 

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

Hne££eeted. Notwithstanding the provisions of 15-31-121 

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

pay a minimum fee of $10.'' 

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

22 read: 

23 

24 

25 

"15-Jl-553. Fees to reimburse department for costs 

deposit in general fund. All moneys money collected under 

15-31-551 el'ld-TS-3i-55~-sha±l-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 stteh--money~ 

money collected sftail--go--±nto must be deposited in the 

general fund." 

Section 31. Section 15-31-554, MCA, is amended to 

read: 

RlS-31-554. Returns to which sections apply. The 

provisions of 15-31-551 thro~gh and 15-31-553 shell 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. Sections 15-30-107, 

%5-39-ir~, 15-31-117, 15-31-118, and this chapter may be 

cited as the "Independent Liability Fund Act''." 

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

read: 

"33-27-102. Purpose. The 

15-36-l~~. 15-31-117, 15-31-118, 

create a means by which small 

Montana may establish independent 

purpose of 15-30-107, 

and this chapter is to 

businesses operating in 

liability 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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used in 15-30-107, 

and this chapter, the 

(1) »Fiscal year" means the 12-month period 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 claim" 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. 

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

"53-2-101~ Definitions4 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 

and adults to be provided by the department 

services as permitted by Titles 41 and 53. 

to children 

of family 

(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 ~~ 

tne-term-net-±neome-±s-~e£±ned-±n-~5-3e-tel and the state 

income tax paid as determined by the state income tax return 

filed during the current year. 

(6) "Ward Indian 1
' is hereby defined as an Indian who 

is living on an Indian reservation set aside for tribal use 

or is a member of a tribe or nation accorded certain rights 

and privileges by treaty or by federal statutes. If artd when 
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the federal Social Security Act is amended to define a "ward 

Indian", such definition shall supersede the foregoing 

definition. 1
' 

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

read: 

"67-ll-303. Bonds and obligations. (1} An authority 

may borrow money for any of its corporate purposes and issue 

its bonds therefor, including refunding bonds, in ~~eh ~ 

form and upon ~~eh terms as it may determine, payable out of 

any revenues of the authority, 

from: 

including revenues derived 

(a) an 

facilities; 

airport or air navigation facility or 

(b) taxes levied pursuant to 67-11-301 or other law 

for airport purposes; 

(c) grants 

government; or 

or 

(d) other sources. 

contributions from the federal 

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

authority 1 without an election and without any limitation of 

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

if the total amount of principal and interes: lO become due 

in any year on ~ueh the bonds and on any then ou~standing 

bonds for which revenues from the same source or sources are 

pledged exceeds the amount of such revenues to be received 
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in that year as estimated in the resolution authori2ing the 

issuance of the bonds. The authority shall take all action 

necessary and possible to impose, maintain, and collect 

rates~ charges, rentals, and taxes, if any are pledged, 

sufficient to make the revenues from the pledged source in 

~~e~ the year at least equal to the amount of ~~e~ 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 o~ restrictions regarding the source from which 

~aeh principal and interest are payable. 

(4} Bonds issued by an authority or 

pursuant to the provisions of this chapter are 

municipality 

declared to 

be 

by 

issued for an essential public and governmental purpose 

a political subdivision wie~i"---e~e---mea"i"~---o£ 

rS-39-rrrt~ttet. 

(5) For the security of any ~aeh 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 

-63-

1 

2 

3 

4 

5 

6 

7 

8 

9 

~0 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0641/01 

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 

subsection ( 6}, the 

the conditions 

governing body 

stated in this 

of any municipality 

having a population in excess of 10,000, with respect to 

bonds issued pursuant to this chapter by the municipality or 

by an authority in which the municipality is included, may 

by resolution covenant that in the event that at any time 

all revenues, including taxes, appropriated and collected 

for ~ttek 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 

~tleh the deficiency; and may further covenant that at any 

time a deficiency is likely to occur within l year for the 

payment of principal and interest due on ~tteh the bonds, it 

will levy a general tax upon all the taxable property in the 

municipality for the payment of ~aeh the deficiency~,--8"d 

~aeh 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 

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 sueh the bonds in stleh ~ 

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-sueh A resolution beeome~ 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 or to levy a tax for the 

payment of deficiencies pursuant to this section, but sneh 

the municipality or authority may nevertheless issue bonds 

under this chapter payable solely from the sources referred 

to in subsection (l) above." 
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NEW SECTION. Section 37. Repeale<. 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 to the provisions of 

[this act]. 

NEW SECTION. Section 39. Codification instruction -­

code commissioner instruction. (l) [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 8 through 10]. 

{2) Sections 15-30-106 and 15-30-106 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]. 

I 4 l 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 actl is invalid, all valid parts that are severable 
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1 from the invalid part remain in effect. If a part of [this 

2 act] is invalid in one or more of its applications, the part 

3 remains in effect in all valid applications that are 

4 severable from the invalid applications. 

5 NEW SECTION. Section 41. Effective date. [This act] 

6 is effective on passage and approval. 

7 NEW SECTION. Section 42. Applicability. [This act] 

8 applies retroactively, within the meaning of 1-2-109, to 

9 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 bv $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 FY90, 
and $500,000 in FY91. 

5. 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 6.5 percent is estimated to reduce revenue 
$1,895-,000 in FY90, and $1,896,000 in FY91. . 

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 
FY91. 

v~ L 
DAVE LEWIS, BUDGET DIRECTOR 

DATE30tj61 
1 

OFFICE OF BUDGET AND PROGRAM PLANNING 

DATE ,J /PI/5''1 
• BOB RANEY, PRIMARY SPONSOR 

Fiscal Note for HB764, as introduced 

,., 13 ''" 



riscal Note Request, HB764 as introduced 
Form BD-15 
Page 2 

FISCAL IMPACT: 
Revenue Impact: 

Ind. Income Tax 
Corp. Lie. Tax 

Total 
Fund Information: 

Current Law 
$239,124,000 

49,207,000 
$288,331,000 

FY90 
Proposed Law 
$274,610,000 

50,262,000 
$324,872,000 

General Fund $168,025,168 $189,297,020 
Foundation Program 87,312,432 98,838,980 
Sinking Fund 28,871,400 32,526,000 
Local Governments 4,122,000 4,210,000 

Total $288,331,000 $324,872,000 
Department of Revenue: (General Fund) 
Expenditure lmpact: (Decrease) 

Personal Services 
Operating Expenses 

Total 

Difference 
$35,486,000 

1,055,000 
$36,541,000 

$21,271,852 
11,526,548 

3,654,600 
88,000 

$36,541,000 

$( 24,336) 
( 32,990) 

$( 57 ,326) 

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION: 

Current Law 
$254,428,000 

49,503,000 
$303,931,000 

$177,087,096 
92,240,104 
30,428,800 
4,175,000 

$303,931,000 

FY91 
Proposed Law 
$289,914,000 

50,307,000 
$340,221,000 

$198,210,948 
103,708,652 
34,058,400 
4,243,000 

$340,221,000 

Difference 
$35,486,000 

804,000 
$36,290,000 

$21,123,852 
11,468,548 
3,629,600 

68,000 
$36,290,000 

$( 40,352) 
( 40,330) 

$( 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 year consumer price 
index of June, 1989 (page 7, line 8). 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 764 

INTRODUCED BY RANE~, 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 CORPORATIONS; REPEALING THE 

CORPORATION LICENSE TAX CLEARANCE CERTIFICATE FEE; AMENDING 

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-Jl-204 1 

15-31-553, 15-31-554, 33-27-101 THROUGH 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 •ead: 

"7-14-1133. Bonds and ob1i9ations. (1) An autho•ity 

may borrow money for any of its corporate purposes and issue 

bonds therefor, including refunding bonds, in s~eh ~form 

and upon s~en 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) 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 limitdtion 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 ~tteh the bonds and on any then outstanding bonds 

for which revenues from the same source are pledged exceeds 

the amount of ~tleh 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 source in 

~tteh 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 interest as provided in 17-5-102. Except as 

other...,ise 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 

restrictions regarding the source from which ~~eh 

principal and interest are payable. 

(4) Bonds issued by an authority, county, 

or 

the 

or 

municipality 

declared to 

pursuant to the provisions of this part are 

be issued for an essential public and 

governmental purpose by a political subdivision w~tftift-~fte 

m~aning-of-15-39-lllt~tt~t. 

(5) For the security of any ~~en bonds, the authority, 

county, or municipality may by resolution make and enter 

into any covenant, agreement, or indenture and may exercise 

any additional powers authorized to be exercised by a 

municipality under Title 7, chapter 7, parts 44 and 45. The 

sums required from time to time to pay principal and 

interest and to create and maintain a reserve for the bonds 

may be paid from any revenues 

prior to the payment of 

referred to in this part, 

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 wi~ht" 

th~-ftlea,;,,g-of-15-39-Hlt~ttat."" 

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 committees contributing to his campaign, 

and a candidate for the state house of representaLives may 

receive no more than $600 in total comb~ned monetary 

contributions from all political committeeo cuntribJting to 

his campaign. The foregoing limitations sh~ll be nultiplied 

by the inflation factor as defined in 15-30-lOltBt for the 

year in which general elections are held after 1984; the 

resulting figure shall be rounded off to tne nearest $50 

increment. The commissioner of political prac~ices 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 

eligible for a primary election under 13-10-601." 

party 

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

"15-1-206. Waiver and abatement of penalties 

interest.. (1) The department may, in its discr.-etion, 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 ~ days of the d~tt· ~pecified 

for filing the return or statement and for the i~t_e payment 

of any tax collected by the department whe11 tilt' prlyment 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, ~~ 

showing of reasonable cause by the taxp~er 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 provided for in 

15-30-304, the department shall abate the interest on the 

additional tax 

notified until 

liability from 

the department 

the date the department ~s 

sends the statement of 

increased tax liability to the taxpayer.'' 

Section 5. Section 15-30-101, MCA, is amended to read: 

"15-30-101. Derinitions. For 

chapter, unless otherwise required 

the purpose of this 

by the context, the 

following definitions apply; 

tYt--nsa~e-ye~r-~~rtte~ttren-mea~~-tfte-~o~~owt~~-eleme~t~ 

o£-~ne-~~eome-tex-str~etttre~ 

tat--the--tax--brae~et~--e~tab±±•hed--±"-t5-38-i83,-btlt 

ttnadjtt~ted-by-~ttb~ee~ion-t~t-of-i5-39-i937 -i~-effeet-e~-dttfte 

36-of-the-taxabie-yeart 

tbt--the--exemption~--eontained---tn---I5-36-ii2r---b~t 

tl"adjtl~ted--by--~tlb•eet±o"o--t7t--a"d--t8t--of-i5-36-ttz,-±" 
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effeet-on-dttne-39-o£-the-taxabie-yesr; 

tet--the--maximttm--standard---deduetion---provided---in 

t5-39-i~~7-bttt-ttn~d1tt~ted-by-sttb~eetion-tZt-of-T5-38-±~Z 7 -±n 

effeet-on-aune-39-o£-t~e-taxabie-ye~ro 

ti!tiU "Consumer price index" mean~ the ccnsunPr price 

index, United States city average, for all items, 

1967 base of 100 as published by the bureau 

statistics of the U.S. department of labor. 

using the 

of labor 

t3till "Department" means the department of revenue. 

t~t--ue~v±denou--mean~--any--d~~tribttt±on--made--by---a 

eorporat±on---oat---o£---~t~--e~r~in9~--o~--pro~±t~--to--±t~ 

~herehoirler~--or--member~,--whethe~--±n--ea~h--or--±n--ethe~ 

property--or--in--~toe~-of-the-co~poration,-othe~-tnon-~toek 

dividend~-a~-here±n-defined.--nstoe~--di~ide~o~u--meon~--new 

~toe~---~~~tted,--for--~ttr~itl~--or--pro£it~--eap±taii~ed,--to 

~harehoiders-in-proportion-to-their-previotls-ho~ding~. 

tSti!l_ 11 Fiduciary 11 means a guardian, trustee, 

executor, administrator, receiver, conservator, or any 

person, whether individual or corporQte, acting ~n any 

fiduciary capacity for any person, trus:, or estate. 

t6till "Foreign country 11 or 11 foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

t1t--u6ro~s-ineomea-mean~-the-taxpayer~s--gross--±neome 

for--federai-ineome-tex-pttrpo3e~-as-defined-in-3eetien-6±-of 
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1 tne-fftterfte%-Revefttte-eede-o£-%954-or-a~-t~at-~eetien-mey--be 

iebeied--o~--emended,--exeittd±ng--ttnempieyment--eompen~at±on 

3 inei~ded-~n-federai-9~0~~-±neome--ttnder--the--pro~±~ien~--o£ 

4 ~eetion--85-o£-the-fnternai-Reven~e-eode-oE-%954-a~-amendedo 

5 t8till "Inflation factor" means a number determined 

6 for each taxable year by dividing the consumer price index 

7 for June of the taxable year by the consumer price index for 

8 June, 1980. 

9 t9till "Information agents" includes all individuals, 

10 corporations, associations, and partnerships, in whatever 

ll capacity acting, including lessees or mortgagors of real or 

12 personal property, fiduciaries, employers, and all officers 

13 and employees of the state or of any municipal corporation 

l4 or political subdivision of the state, having the control, 

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

16 salaries, wages, premium5, annuities, compensations, 

17 renumerations, emoluments, or other fixed or determinable 

18 annual or periodical gains, profits, and income with respect 

19 to which any person or fiduciary is taxable under this 

20 chapter. 

21 (7) ''Internal Revenue Code'' means the Internal Revenue 

22 Code enacted August 16, 1954, and redesignated as the 

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

24 99-514, as that code may be amended from time to time by the 

2.., Unitf:!d States congress. It is the _ ____§_E_~cific intent of the -"--"" ____ _ 
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legislature that all amendments by the United States 

congress must be incorporated into the c::.ctext of any 

section of Title 15 referrin_g to the_!_nternal Re·-.'enue Code. 

tY8till "Knowingly 1
' is as defined in ..:5-2-101. 

(9) "Nonresident" means ev~ _ _!:nd.!.~~~.:i_;_~:_!}_e_:" _th~ 

resident. --------

tYYt-uN~~--~"eemeu-mea~~-~he-adj~~te6-;~~~~-±neeme-of-a 

taxpayer-%e~~-~ne-ded~et±o"~-ai±owed-by-ehi~-~~ape~~~ 

tiitJ!91 ''Paid'', for the purposes of the deductior1s and 

credits under this chapter, except ~_9_educ~J: ~--~~ __fvr federal 

tax withholding, means paid or accrued or pa~~ vr incurred, 

and the terms ''paid or incurred'' and ''paid or accrued'' shall 

be construed according to the method o[ acc.._,~n'::ing upon the 

basis of which the taxable income is compute0 under this 

chapter. 

t±3tll:._U "Purposely" is as defined in 4J-2-l0l. 

t±.ft.i...!ll_ "Received", for the p~rpose ~f c~mputation of 

taxable income under this chapter, mear1s rece1v~rl O_:" accrued 

and the term ''received or accrued'' shal~ o~ cuilstrued 

according to the method of accounting upcn the basis of 

which the taxable income is computed ur1der t~lis chdpter. 

tl5t1.!..ll "Resident" applies only to natural persons and 

includes, for the purpose of determining liaoility to the 

ldx imposed by this chapter with reference :,-- t_tw income of 

dny taxable year, a11y person domicilPd in the state of 
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Montana and any other person who maintains a permanent place 

of abode 

from the 

elsewhere. 

within the 

state and 

state even though temporarily absent 

ha~ ~~ct established a residence 

tt6t-u~axabie--~neomett--meon~-~~e-adjtl~t~d-gro~~-±~eeme 

of-a-taxpaye~-iess-ehe-dedtlet±o~~--a~d--exempt±e~~--pro~~ded 

£er-±n-tki~-ehapteeo 

tl:Ttl!il "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

tt8t{l5) "Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations. 11 

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

"15-30-103. Rate of tax. (1) ~h~re ~ shall be 

levied, collected, and paid for each taxable year commencing 

on-or after December 31 1 i96B 1988, upon the Montana taxable 

income of every taxpayer subject to this tax~,-afte~-~a~i~9 

aiiowa~ee--to~--exemptien~--and--deduet±en~--a~--he~einafter 

p~ovidedy--a-tax-on-the-fo~~ow±ng-braeket~-o£-taxab~e-i~eome 

as-adj~~ted-~nder-~ttb~eet~on-t~t-at-the-foiiow±ng-rates~ 

tat--on-the-fir~t-$1,000-o£-taxabie-ineome-or-any--part 

thereof,.-?%; 

tbt--on--the--next-5iT999-of-taxable-±neome-o~-any-part 

thereo£-;-31\:; 

tet--on-the-next-$~7090-o£-taxable-ineome-or--any--part 
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thereof 7 -4%--;-

tdt--on--the--next-~~,eee-ot-tax~ble ine~me-~r-any-part 

ther-eo€,-5"15; 

tet--o~-the-ne~~-$2 7 999-of-tdxah~e ~ne~~e-er--~ny--pa~t 

thereaf-,--6%; 

tEt--on--the--ne~t-$iT999-of-ta~rtbt~-iHcom~ er d~y-part 

the'l"edf-,-1-%; 

t9t--en-the-next-$4,999-of-taxab±e-ine~~~-~r--en7--pa~e 

~here~f,-8%;­

tht--en--eMe--next-$6-,aaa-o£-taxa~le-tneeme-er-o~y-pere 

thereo£-,-9%; 

tit--en-~he-next-$15-,-886-o£-texab~e-inee~e-or-a~y--pa~t 

thereaf 7-l9%-;­

tjt--on--any-taxab±e-ineome-±n-exe~~~-ef-~3S,HH8-or-any 

pat't-thereo£,-1:1:%-o The tax: must be determined_!-~ acc-::>rdance 

with ~~~sections (2) through (6). 

(2) The tax for married persons fi!_~ng j_oi~-~~_y_ and for 

surviving spouses as defined in sec~_ion __ 2LC!-L _2__f____!he Internal 

Revenue Code is: 

{a) 5% of ---~he first $4,000 of taxable income or any 

part thereof; 

.LQl 7% of the next $8,000 of taxable 1n_~ome ___ or any 

part thereof; and 

(c) 9% of any taxab_le income if!_~ces~ -~~---?_l_~,g-~o. 

ill__ The tax for _married_______p~r-~_?0? fil_ing separat~_~_y __ is: 
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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 thereofi and 

(c) 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 household, 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. 

titi§l By November 1 of each year, the department 

shall multiply the bracket amoHftt amounts contained in 

subseet±on--tlt subsections (2) through (5) by the inflation 

factor for that taxable year and round the cumulative 

brackets to the nearest $100. The resulting adjusted 

braekees amounts are effective for that taxable year and 

shall be used as the basis for imposition of the tax in 
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subseet%on-tlt-o£-th%s-seet%on 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 ~!.~!!'!!i.!ling __ the Montana tax 

rate in subsections (2) through (5). 

(8) Montana taxpayers who are both residents and 

nonresidents and who fil_e jointly for -~-~-d~~~-~ J2~rpos~s~~all 

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-iik~-tax-i~-t~po~~rl--upon--e~ery 

p~r~e~--ftet--reside"e--e~--th~~--s~8te,--wkieh--tax-shall-be 

lev~~a,-eelleeted7-8nd-~a~d-ann~8lly-at-th~-rates--~peeified 

ift-15-39-163-wi~k-re~peet-to-his-~ntire-net-~~eome-as-herein 

def±"ed--from--ali--pro~erey--ewned-an~-fr~m-every-bHsinessr 

trade,-p~ofessienr-or-eee~pat~on-earrted-on-ift--th±s--state• 

~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 prope~ty 

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 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 l/2 of 1% of the dollar volume of gross 

sales made in Montana during the taxable year. SHeh ~he tax 

shatt--ee 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. 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. In 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 tQxable year 

is the starting point for calculating the taxpayer's Montana 

taxable income. A taxpayer who uses the federal standard 

deduction to calculate federal taxdble income ~hall atso use 

the federal standard deduction, subject to the applicable 

adjustments in subsections (2) and (3), to calculate M~ntana 

taxable income. A taxpayer who uses the federal itemized 

deductions to calculate federal taxable income snall also 

use the federal itemized deduction, st.bject to the 

applicable adjustments in subsections {2) and (3), 

calculate Montana taxable income. 

to 

[2) The following additions to federal ~6xcibi~ tncome 

are required: 

{a) gross interest and dividends derived from 

obligations 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) of the Internal ReventJe Code; 

(b) state taxes on or measured by income to the extent 

the taxes have been deducted to compl,te 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 lncome, 

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 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) $3,500 for all other taxpayersj 

(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 
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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 receivPd under: 

(i) the Federal Employees' Retiremect Act; 

(ii) the public employee retirement laws of d 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-~-706; 

(h) all benefits paid under The Public Em(lloyees' 

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 ex~mpt from taxation 

by 19-6-705; 

(j) all benefits paid under 19-11-602, 19-ll-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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(l} all benefits paid under an optional retirement 

program thdt 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-llJ(l)(a){ii); 

(o) net railroad benefits to the extent federal law 

preempts this income from state taxation; 

(p} salary received from the armed forces by residents 

and nonresidenls who are on active duty; 

(q) 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: 

HlS-30-121. Deductions allowed in computing net 

income. In computing net income, there are allowed as 

deductions: 

t±t--~h~-i~ems-re£erred-~o-in-seetions-l6l-anrl--~ll--of 

~~~--In~erna±--Re~entle--eode-o£-±954,-or-as-~ee~ions-lGl-anrl 

zii-shall-be-labeled-or-amended,-s~bject--to--the--follow±ng 

exeep~~en~--wh~eh-are-no~-ded~etible7 

tat--±tems-provided-for-±n-15-39-l%3; 

tbt--state-±neome-tax-paid; 
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t~t--federat--tneome--tax-paid-within-tne-taxa~le-y~~r; 

f3t--expen~~s-o£-kotl~ehold-and-dependent-eare--ser~iee~ 

as-outlined-in-subse~tions-t~ttat-througM-t~ttet-and-~ubjeet 

to--tne--l±~±tae±ons--Bnd--r~ie~--a~--~et-~~t-~~-~~b~eet±on~ 

t3ttdt-thro~gh-t3ttft-a~-follow~< 

tat--expenses-for-heusehcid-and-depeMci~r.t eare ser~iees 

neeessary-for-9a±nfu~-em~ieyment-~neurred-for7 

t~t--a-de~endent-under-i5-yea~s--o~--age--for--wnom--an 

e~empt~o~-ean-be-e±atmed; 

t±it-~---dependent--e~---allowable--under--15· 3B-il2t5ty 

except-t~~t-the-~~m±ta~±ons-fo~-oge-and-g~e~~-ineome-de--not 

appiy7 -wne-±~-ttnab±e-~o-ea~e-£or-h±m~e±f-beeatlse-or-p~y~ieai 

o~-men~a~-~rrne~~;-and 

t±±±t-a--spouse--who--i~--unable--to--e~re--for-him~el£ 

because-o£-phys±eai-or-mentai-±i±ne~~• 

tbt--empleyment-~e±ated--expen~e~--±nettrred---fe~---the 

£oi±ow±ng--~e~v±ee~ 7 --but-only-if-stleh-e~pen~es-are-±nett~~ed 

to-enab±e-~he-~a~paye~-to-be-gainfttl±y-empioyed7 

t±t--househ~ld-serviees-whieh-are-at~~±butab±e--~o--~he 

eare-o£-the-qua±iryin9-individ~a~7-and 

tiit-eare---o£---an---indi~±dual--who--qnaiif±e~--under 

~~b~eetion-t3ttat; 

tet--expen~~~-inett~~ed-±n-ma±nta±ning--a--hatlseho±d--±f 

over--halr--of--the--eos~--o£--maintaining--the household-±~ 

furnished-by-an--ind±~idtlal-or 7 -if-the-individual-i~--marr±ed 
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d~r~nq-th~-a~p~~eeb%e-~~r~odr-~s-~~rnished-by-~he-~ndiYid~a% 

and-hie-epeHse; 

tdt--the---emo~nts---dedaetible--in--sabseetion--t3ttat 

throttqh-t3ttet-are-sttb;eet-to-the-£oiiowing-limitations~ 

t±t--a-dedttetion-is-allowed-ander-sabsection-t3ttat-fo~ 

employment-re~ated-expen~e~-inearred-daring-the-year-on~y-to 

the-extent-stteh-expenses-do-not-exeeed-$4r866t 

t±±t-expenses--!or--ser~iees--in--the---househoid---are 

dedaet±b+e--ander--sabseetion--t3ttat-£or-empleyment-related 

expenses-oniy-if-they--are--inearred--£or--serviees--in--the 

taxpayerLs---hoaseholdT---exeept---that---employment-related 

expenees--±ne~~red--Eo~--services--ou~side--~ne---~axpayer~s 

hott~ehoid--are-dedttet±bte,-bttt-oniy-i£-incttrred-£or-the-eare 

of-e-qtteiifyi~9-i~d±~idttai-deseribed-in-sttbseetton-t3ttatt±t 

e~d-oniy-to-the-extent-stteh--expenses--ineurred--dttring--~he 

year-do-not··exeeed~ 

'""' 

fAt--$i;499--in--the-ease-of-one-qttalifying-individttal~ 

tBt--$3;699-in-the-case-of-two-qttaXifying--individttals~ 

tet--$~7899--in--the--ca~e--of-three-or-more-qttaiifyin~ 

individttals; 

tet--it-the--eombined--adjttsted--gress--ineome--of--the 

taxpayers--exceeds-$l8,989-for-the-te~able-year-dttrin9-whieh 

the---expenses---are---ineurred,---the---amottnt----of----the 

employment-related--expenses--inettrred--must--be--redtteed-by 

-19- HB 764 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1) 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0764/02 

one-half-of-tke-exeess-o£-the-eombined-ad;uste~-9ros~-~neome 

over-$l8,999r 

tft--fe~-p~~pe~es-ef-~hi~-~~bseet~en-t3t~ 

t~t--mar~i~0-ee~ple~-shall-£ile-a-je~~t-re~tlrn-e~--f~le 

separa~ely-on-~he-~ame-~o~m; 

tiit-i£--~he--~ax~ay~~--i~-married-~tt~in9-any-per~od-eE 

~ne-~axable-year,-empioyment-related-expense~--±netlrred--are 

eea~etible-enly-t£~ 

tAt--bo~h-spetiees-are-gatnfttily-empleyed 1 -tn-wh±eh-ease 

the-expen~es-are-deduetible-oniy-~o-the-ex~ent~that""they-are 

a-direet-resttit-e£-the-employmentr-er 

tBt--the-spo~~e-ts-a-qHal±fying-tndt~±dtl~l-deseribed-tn 

sttb~eetton-t3ttattt±±t; 

t±±it-a~--±ndividtlal--iegally-separated-~rom-h±a-spotlse 

~nder-a-deer~e-of-di¥oree-or-of-separate-m~±ntenanee-may-not 

be-eonstdered-as-marrted; 

tivt-the-dedttet±on-for-employment-related-expenses-mttst 

be--divided--eqttally--be~ween--the---spotlse~---when---filing 

separately-en-the-same-form; 

tvt--payment--made--ee--a--ehild-ef-the-taxpayer-who-is 

ttnder-19-years-of-ege-at-the-elose-of-the-taxable--year--a"d 

paymenes--mad@--eo--a"--indtvidttal--wtth--re~p~e~--te-whom-a 

ded~etien-ie-aliewabte-~nder-tS-39-tt?tSt-are-not-dedtlettbte 

a~-employment-relat~d-expenses~ 

t4t--i~--~he---ea~e---o£---an---±ndivid~a±,---politieal 
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eo~~~ibtltiofts--~etermifted--ift-eeeorrlenee-with-the-pro~±s±o~~ 

of-seetion-%lBtat-and-tbt-o£-the-Interna~-Re~en~e-Eode--thet 

were-in-e£Eeet-£or-the-taxeb~e-yea~-ende0-Beeemeer-3~,-%978; 

t5tlll 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 

t6t~ 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 

res±dent-taxpayers----adjtt~ted--gro~~ part-year resident's 

taxable income ---dedtte~~o~~. (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 ~hell does not include income 

from annuities, interest on bank deposits, interest on 

bonds, notes, or other interest-bearing obligations, or 

dividends on stock of corporations except to the extent to 

which the-same-shall-be 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 

-21- HB 764 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0764/02 

gross income from sources within and withotlt outside this ------

state shall be allocated and apportioned under rules 

prescribed by the department. 

tit--fn-the-ea~e-e£-~-t~~pcyer-otn~r-tnan-o-re~~d~nt-of 

th~~-~~ate-who-i~-a-~e~±dent-o£-6-~tate-that-tmpo~e~--e--tax 

o~-~he-~neome-o£-natHrBl-persens-re~iding-w±~hi~-tMat-~~ate 7 

~he---dednctions---aiiowed---~n--eem~tttin9--net--±neeme--are 

restrieted-to-the~e-e±reetiy-eonneeted-w±tn--t~~--p~ed~et±on 

of-Mon~ana-~neome~ 

t3t--In-the-ease-of-a-ttt~pttyer-other-th~n-a-re~ident-o£ 

thi~-state-who-±s-a-re~±Oent-o£-e-state-that-dee~-~ot-±mpo~e 

a--ta~-on-the-±ne~me-of-net~ra~-p~r~on~-re~±d±ng-w±th±n-th8t 

stater-the-rledtl~tions-allowed-in-eomputing--nee--~neeme--are 

restrie~ed--to-the-greater-of-these-dire~tly-rei~t±~g-to-the 

produet±on-of-Montena-±neeme-or-a-prorated-amottn~--of--those 

eiiowed---under---TS-39-iZl~---Por---the--par~e~e~--e~--~h±s 

~ttbs~et±on 7 -d~dttet±ons-~!lowerl-ttnde~-l5-39-l2l-a~~ly-en±y-eo 

earned-±neome-and-mtlst-be-pror~ted-aeeording---to--the--~atio 

that--the--ta~payer~s--Mont~fta--earned--ine~me--eea~~-ee-h±~ 

federBi-earned-±neemeo 

t4t--A--tempe~a~y--re~±den~--~hall--be--aiiowed---tho~e 

dedttet±on~-and-the-ered±~-ttnder-~5-3~-ra9-eltow~d-a-res±rlent 

~o--~he--e~~en~-~~at-stten-dedttetions-o~-eredit-were-aettla±ly 

±nettrred-or-expended-in-the--stete--e£--Mentana--during--the 

eottr~e-of-hi~-resideneyo 
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t5t--Por--the-ptlrpo~e~-o£-thi~-seet±on,-uearned-ineemeu 

shai~-be-deEined-as-the-same-term-±s-deE±ned-in--seetion--43 

eE--the--fnternal--Reventle--eode;--or--a~--that--section-may 

s~bseqnently-be-amendedo 

t6t--Notwithstend~n9-the-provis%ons-o£-sttbseetions--t~t 

and--t3t,--any-eontribtlt±on-made-a£ter-Beeember-3l,-l982,-to 

the-state-oE-Montana--or--a--pol±t±eal--sttbd±vision--thereo£ 

shall--be--an--aiiewebie--dedttetien-±n-eompotin9-net-ineomeo 

~he-dedtletion-±s-stlb;eet-to-the--i±m±tat±ons--set--forth--±n 

seetion-l98-o£-the-Interna;-Reventte-€ode-o£-l954,-as-labeled 

or-amended. 

12) (a) To calculate Montana taxable income, 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 

1013) (c) I, that are directly attributable to Montana 

adjusted gross income. 

(b) A nonresident taxpayer who uses the federal 

standard deduction to calculate federal taxable in~ome 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. 

ilL_!.a) In the case of a po;~rt-year resident,~Montana 

taxable incon:t~-~~-o§IS determined in subsection (~l____E_.:..us: 

(i) the additions to income in [section l0(2)(b) and 

illi£l1J _ _9_~<:1 
(ii) that portion of the income described in [section 

10(2)(a)J t~~~_was earned while the taxpay~r was a resident 

of Montana. 

(b) To c~~fulate Montana taxable income, a~ar~-year 

resident taxp~~r may deduct the following: 

j)_l that portion of the federal __ deductio_f!__ fo~_Eersonal 

exemptions that Montana adjusted gross income bears to 

federal aqjusted gross income; and 

iji) that portion of the federal standard deduction 

that Monta~~ __ ad~ted gross income bears to federal adjusted 

gross ~~~E_me or, in the alternative, the federal itemized 

deductions, subject to the limita~~on~ in (section 

.!..Qllll_c_ll,__;:_ll,;_~-~~ __ Ai rectly at tr ibutabl e to Montana 

adjusted~ross income. 

_!~) A part-year resident taxpaye~_~w_h~-~~e_!? __ !he Eedera_! 

standard deduction to calculate federal taxable incomP shall 
--~~-- ---------- ----~----

also ~s~_ the !_~deral sta~dard deduction to calculate Montana 

-24- HB 764 



1 

2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0764/02 

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 Monta~~ taxable income. 

.L!.L ___ ~ _ _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. 

tTt121_ For purposes of this section, "installment 

sales 11 means sales in which the buyer agrees to pay the 

seller in one or more deferred installments." 

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

read: 

•15-30-132. Change from nonresident to 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 Quring the taxable year, he shall file a 

return covering the fraction of the year during which he was 

a resident. ~he--exempt±ons-pro~±ded-in-%5-36-~~~-~harr-be 

pror~ted-on-the-rat±o--the--Monta~a--ad;~~t~d--gro~s--~~eeme 

be~rs--to--federal--ad;~sted-gro~~-~neomeo 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 ~tlch 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 or fiduciaries of 

estates or trusts. trt A tax shel±-be is imposed~~~ 

rate imposed on a single person, upon eithe~ the fiduciaries 

or the beneficiaries of estates and t~usts as ~e~e±~~~te~ 

provided in this section, except to 

estates and trusts ~hett--be are 

the extent ~tleh the 

held for educational, 

charitable, or religious purposes,~ which The tax sha±t must 

be levied, collected, and paid annually with respect to the 

income of estates or of any kind of property held in trust~, 

ine%~d±ng~ 

tat--ineome--reee~ved--by--e~tates--o£-deeea~ed-pe~sons 

d~rinq-the-period-o£-administrat~o~--or--settiement--of--the 

estate; 

tbt--~neome--aee~mtt~ated--in--t~ttst--fo~-~he-benefi~-o£ 

~~born-or-ttna~eertai~ed-pe~sons-o~-pe~sons--wieh--eontinge~~ 

inte~e~t~~ 

tet--ineeme--held--for--ftttttre--distribtttion--ttnder-the 

terms-of-the-w~tt-or-tr~st;-a~d 

tdt--income--which--is--to--be---distrib~ted---te---the 

benefici~r±es---periodieaiiy,--whether--or--not--et--regtl±ar 

intervats,-a~d-the-±neome--eoileeted--by--a--gtlardian--o£--a 

minor,-to-be-heid-or-distribttted-as-~he-cotlrt-may-direeto 
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tit--~he--fid~eiery-~heii-be-re~pen~ibie-rer-me~ing-the 

re~ttrn-oE-income-Eor-the-e~ta~~-er-trttst-£or-wh~eh-he--eets7 

whe~her--the-£idtteiary-or-the-bene£±e±aries-are-taxabie-w±th 

reference-to-the-ineome-of-stteh-estate-or--trttsto--tn--eases 

ttnder--sttbseetions--tat--and--tdt--o£--sttbsect~on--tltr--the 

£idtteiary-shall-ineittde-in-the-retttrn-a--statement--of--eaeh 

beneEiciary~s--distribtttive--share-of-net-income 1-whether-or 

not-distribttted-before-the-eiose-o£--the--taxable--year--for 

which-the-retttrn-is-madeo 

t3t--fn--cases--ttnder--sttbseetions-tatr-tbtt-and-tet-of 

sttbseetion-fltr-the-tax-shaii-be-imposed-upon-th~--f~due~ery 

o£-the-~ste~e-or-tru~t-w~th-respeet-to-the-n~t-ineome-o~-the 

esta~e--or-trtl~t-a"d-sharr-be-paid-by-the-fiduciary~--1£-the 

taxpayeri~-net-~neome-for-the-taxabre-year-o£-the-e~tate--or 

trttst--is-cemputed-upon-the-basis-of-a-period-dif~erent-from 

that-upon-the-ba~is-of-whieh-the-net-income-o£-the-estate-or 

trtlst-is-eom~uted7-then-his-distribtltive-share--of--the--net 

ineome--of--the-estate-or-trust-for-any-accountin9-period-of 

sueh-estate-er-trust-ending-within-the--fiscal--or--earendar 

year--sharr--be--eomputed--ttpon--the--basis--on--vhieh--such 

beneEieiary~s-net-ineome--is--eomputedo--ln--~ueh--eas~sT--a 

benefieiary--not-a-resident-shall-be-ta~able-with-respeet-to 

his-ineome-derived-through-sueh-estate-or-truet-only-te--the 

extent--provided--in--%5-39-131--for--indi•iduals-other-than 

residents~ 
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t4t--~he-£idueiary-oE-a-tru~~-ereated-by-an-employ~r-ae 

a-part-oE-a-stoek-bonus,-pension,-or-prerit-ehar~~~-~ran-for 

the-exeiusi~e-bene£it-of-~ome-or-al%-o~--n~~--empiey~es,--te 

wh~eh--eon~ribatiens-are-made-by-saeh-empioyer-or-e~p~eye~s 7 

or-botn,-Eer-the-parpo~e-e£-distr±btlt~n~-to--~tleh--emproyee~ 

the--eornin9s--and--principol-of-the-ftlnrl-aeettmtllBte~-ay-t~e 

tru~~-~n-aeeerdanee-with-saeh-pran,--shaii--not--be--te~abie 

cnder--this-seetion,-bat-any-amottnt-eontr±btieed-to-stteh-fttnd 

by-the-empioyer-and-aii--earning~--of--sttch--fnnft--shelt--be 

±neittded--in--eempcting-the-ineome-of-the-distr±btttee-in-tfte 

year-~~-whieh-distr~bttted-or-made-avaiiable-to-himo 

tSt--Where-any-part-o£-the-ineome-of-a-trtlst-other-than 

a-te~tamentary-trast-is-or-may-be-applied-to-~he-payment--e~ 

premiums--apon--poiieies--of--insttronee--on--~he-life-of-the 

grantor-texeept-polieies-of--insttranee--±rreveeably--payabre 

£or-the-pttrposes-and-in-the-manner-speeified-relatin9-to-~he 

so-eal±~d--nehariteble--eontrihutionn--dedtletioftt--or-~o-the 

paymeftt-o£-premium~-Hpon-polieies-oE--life--iftStl~aftee--tinder 

whieh--tke--9rantor--is--the--benef±eiary,--~tleh-pert-of-the 

ineome-oE-the-trast-shall-be-ineltided-in-eomptlting--the--~e~ 

ineome-of-the-grantor~" 

Section 15. Section 15-30-136, MCA, is amended to 

read: 

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

exemption. (1) Except as otherwise provided in this 
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chapter, the ugross incomeu of Montana taxable estates or 

trusts mean~ includes all federal taxable income from 

whatever source derived in the taxable year, including but 

not limited to the following items: 

(a) dtvtdend~~ 

tbt 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~ 

t±t the United States government or--the--~tote--oE 

Montane; and 

t±±t-a-~ehooi-O±striet;-er 

tiitt-a---eo~n~y,---mttnieipa%ity 7--di~triet7 --or--other 

poritieai-sttbdi~i~±on-e£-the-stete7 

tet--±neeme-f~om-partner~hip~-enO-other-f±d~e±ar±es, 

tdt--~ross-rents-and-roya!ties7 

tet--ga~n-from-~aie-or-exehange-o£-property,--±ne~ttdin9 

those--ga±ns-that-are-exel~ded-£rom-gro~s-ineome-for-£ederai 

fid~ei8ry-ineome-tax--pttrposes--by--seet±on--64~tet--o£--the 

fnternai-Reventle-eode-of-i954,-as-emended7 

tft--gross-profit-frem-trade-or-bttsine~s;-a~d 

t~t~ refunds recovered on federal income tax, to the 

extent the deduction of ~tteh federal income tax resulted in 

a reduction of Montana income tax liability for the taxable 
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~!_987. 

( 2) In computing net income, there are allowed as 

deductions: 

tet--interes~--expen~e~--ded~et~b±e--for--federa±---tax 

pttrposes--eeeording--to--see~±on-i63-of-~he-fn~erna±-Heventte 

eode-of-±954,-as-emended; 

tbt--taxe~-~a±~-or-aeer~ed--w±~hin--~he--taxable--year, 

±neitldtn~--btl~--not--T±m±ted--te--federa%--ineem~--tttxo--btlt 

exe~ttd±ng-Montana-~neome-t~x; 

tet--that--f±dtteiary~s--~ort±en--of---depreeiat~~n---or 

depletion--wh±eh--±~--ded~et±~~e--£er--federtti--tax-ptt~po~e~ 

aeeordinq-to-see~ions-i6~,-6ii,--~nd--64~--ef--the--tnternai 

Re~en~e-eode-of-1954,-aB-amend~d; 

tdt--eharitabie--eontr±bttt±ens--that-are·-dedtletibie-for 

federai-tax-ptlrpeses-aeeord±ng--te--~eetion--64~tet--oE--the 

fnternai-Re~entle-Eode-of-!954,-a~-amended; 

tet--adm±nistrative-expenses-ela±med-fer-federai-ineeme 

tax--~tlrpo~e~,--aeeord±ng--to-seetion~-ZlZ-and-64Ztgt-of-the 

fn~ernel-Re~en~e-eode-of-~954,-a~-amended,-i£-stleh--expenses 

were--net--eia±med--as--a--dedttetion-in-~he-determinatien-of 

Montana-inheri~enee-tax; 

tft--losses--from--f±re,--~torm,--sh±pwreek,--or--other 

eas~aity-or-from-theft,-to-the-exten~-not-eompen~ated-for-by 

±n~tlranee--er-othe~w±3e,-the~-are-d~dtletib±e-fe~-f~de~a~-tax 

p~r~eses-aeeord±n9-to-~eetion-l65-of--the--rnte~nal--Reven~e 
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eode-of-±954,-as-amended; 

tgt--nee--operating-ioss-deduetions-ai%ewed-£e~-£edere% 

ineome-tax-under-seetion-64~tdt-e£-the-fnternai-Re~en~e-eode 

of-%954,-as-amended,-exeept-estates--may--not--eieim--~osses 

that-are-deduetibie-on-the-deeedent~s-f±nai-retarnt 

tnt~ all benefits, not in excess of $3,600, 

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 corporate retirement plans or systems; 

titi£1 all benefits paid under the Montana teachers' 

retirement system that are specified as exempt from taxation 

by 19-4-706; 

t1ti£1 all benefits paid under the Montana Public 

Employees' Retirement System Act that are specified as 

exempt from taxation by 19-3-105; 

t<t~ all benefits paid under the Montana highway 

patrolmen's retirement system that are specified as exempt 

from taxation by 19-6-705; 

t~ti£1 Montana income tax refunds or credits ~"ereof; 

tmtl!l 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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tnt131 all benefits paid under the municipal police 

officers' retirement system that are specified as exempt 

from taxation by 19-9-1005. 

t3t--ln-the-ea~e-o£-a-~harehoider-o£-a-eorporat~on-wi~h 

re~peet-to-wh±eh-the-eleetion-prov±ded-for-~nder--stl~e"apte~ 

So--oE--the-fnternai~Reven~e-Eode-oi-±954,-a~-amended 7 -±~-in 

e~~eet-b~t-with-respect-to-wh±eh-the~eieet±on--pro~tded--ro~ 

c~de~--±5-3i-i6i--±s--~ot--±n--effeet,--net--ineome·-doe~-not 

±neic~e-any-pa~t-of-the-eorpo~at±on~s-~nd±strib~ted--taxab±e 

±neome,--net--ope~at±n9--loss,-eapit8l-98±ns-or-other-9ain~, 

p~oi±t~,--or--losses--req~±red--to--be---tneltlded---±n---the 

shareheider~s-federal-ineome-tax-net-ineome-by-reason-of-the 

e±eet±on--cnder-s~behapter-s~-Howe~er 7 -the-shareholder~s-net 

±neome--shall---ineiude---aettlal---d±str~btttion---trom---the 

eerporation--to--the--extent--it-wottld-he-treated-as-taxable 

di~idends-if-the-s~behapter-So-eleet±on-werp-not-tn--e~feeto 

t4t--The-~-£oiiowin9--addttional--dedtlet~ons--shall--be 

~llowed-in-derivin9-taxahle-±neome-of-estates-and-trttsts~ 

tat--~ny--amocnt--o£--ineome--fo~--~he---ta~eble-~-year 

e~~rently~-reqtlired--to---be-dt~~~~btt~ed-te~benefteierie~-Eor 

s~eh-year; 

tbt--any-othe~-amottnts-p~operly--pe+d--or--eredited--or 

req~ired-to-be-distribttted-for-the-texab~e-year; 

tet--the-~amotlnt--of--69~--of--tk~--exee~~--oE--the-"et 

long-term-~apitel-9ein-over-the-net-short term-eepital--~e~~ 
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£or-the-taxabie-yeD~• 

tSt--~he--e~empt~e~--a+Yowed--£or-esta~es-and-trttsts-is 

t~5t-exemptio~-pro~taea-i~-l5-36-ll<t<ttat-and-i5-38-ll~tBt• 

t6t--A--trust--or--estate--ex~%~dtng---~enef~t~---~nder 

Otibsecttons-t~ttit-throtig~-t~tt~t,-trttmt,-or-trtt~t-may-~ot 

exelttde--beneE~t~--de~er±bed--±n--stlbse~tien-t~ttkt-rrom-net 

±neome-ttniess-tke-benef±ts-reeetved-under-subseet±ons-t~tt±t 

t~rotigh-t~tt<t.-t~ttmt,-or-t~ttnt-are-less-than--~3,666,--±n 

whieh--ease--the--t~ust--er--estate--may-eembine-benefits-to 

exetude-up-to-a-totaT-of-$3,699-from-net-ineomeo 

(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 federa~ 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 beL from the time they are due and payableL a 

personal debt from the person or fiduciary liable to pay-the 

~ame-to the state. Taxpayers filing a joint return are 

jointly and severally liable for the tax and any interest 

~~nalty 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 li~'t?_i~~~~" 

Section 17. section l5-30-H2, MCA, is amended to 

read: 

"15-30-142. Ret~rn~--and-payment-of-ta~----penalty-8nd 

intere~t----ref~nds----eredit~ Filing of returns. (l) Every 

~in9~e--±ndi¥id~a~-enrl-every-ma~~±ed-±"d±~td~ai-not-f±t±n~-a 

jo±nt-rettl~n-with-his-or--her--spo~~e--and--ha~in9--a--g~o~s 

±neome-£or-the-taxabie-yeor-o£-more-than-$l,988,-as-adj~sted 

nnder---the---provts±on~--e£--snbsee~to~--tTtt--and--merr±ed 

indiv±dual~--not--£±ling--~eparate--returns--a~d--ho~tn9---a 

eomb±ned--~ro~~--±neome--£or--the--taxable-yee~-ef-more-than 

~~ 7eee7-a~-adjusted-nnder-the-pro~±sion~-of-~tlb~eetton--t7t, 

~hal~-be-±±able-fer-a-retttrn-to-be-f±led resident, part-year 

resident, or nonresident deriving any income from Montana 

shall file a tax return, on sttch forms and according to ~ueft 

rules as the department may prescribe, if that~~ 

(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 federa~---~axable 

income to require the payment of tax to Monta~~· The-9~o~e 

±neome-amonnt~-re£erred-to-in-the-preeed±n9--~entenee~-shall 

be--ine~eased--by--$886,-a~-adj~~ted-ttnd~r-the-prev±~iens-of 

X5-36-ll~t1t-snd-t8t,-for-eaek-add~tiena~-per~onal-exemption 
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a~iewftnee-the-taxpayer-is-e~tit~ed-te-e±aim-for-ftim~ei£--and 

hi~--~pe~se--~nder-l5-39-ll~t3t-and-t4t•-A-nenresident-shall 

be-req~ired-to-£iie-a-ret~r~-ii-ftis--9ross--ifteome--£or--the 

taxab~e-year-derived-£rom-eo~rees-within-Montana-exeeeds-the 

amott~t--o£--the--exempt±on-ded~et±on-he-is-@ntit±ed-to-eiaim 

for--him~e±f--and--his--~~ott~e--ttnder--the---provi~ien~---of 

~5-39-Yrrtrt,---t3t,--and--t4t,--as--prorated--aeeordin~--to 

l5-39-ll~t6t• 

t%t--~n-aeeordanee-with-in~trttetions-set-£orth--by--the 

departmentr--every--taxpayer--who-i~-married-and-livin~-with 

h~sband-or-w±Ee-and-is-req~ired-to-fiie-a-ret~rn-may,-at-his 

or-her-option,-~il~-a-;o±nt-~et~rn-with-htlsbend-or-w±re-even 

t~0~9h-one-of-the--~potl~e~--ha~--neither--gross--±neeme--nor 

dedttetions~--if--a--joint--retttrn--i~-made,-the-tax-~hell-be 

eompttted-on-the-agg~egate-taxable-ineome-and--the--r±ab±l±ty 

w±th--re~peet--to--the--ta~-sheli-be-joint-and-severa~~-if-a 

jo±nt-rettlrn-he~-been-f±led-for-a-taxeble-year,-the--spottses 

may--not-file-seperate-retttrns-after-the-t±me-for-fi~±ng-the 

retnrn-of--either--ha~--expired--nniess--the--depertment--so 

consents. 

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

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 stteh taxpayer is unable to make his own 

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

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

the person or property of such taxpayer. 

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

subject to the provisions of 15-30-202 and 15-30-241, shall 

compute the amount of income tax payable and shall, at the 

time of filing the return required by this chapter, pay to 

the department any balance of income tax remaining unpaid 

after crediting the amount withheld as provided by 15-30-202 

and/or any payment made by reason of an estimated tax return 

provided for in 15-30-241; provided, however, the tax ~o 

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 thdn $1 the amount of income tax as 

computed, the taxpayer ~hall-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 taxA 

(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~ 3L4 of 1\ per 8nnum month or fraclion thereof 
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on the additional tax. rn-~ueft-ea~e-ene~e-~hail-be There is 

no penalty because of stleh the understatement, provided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

t~t--By--Novemae~--1-of-eaeh-year,-the-department-~hai~ 

mu±tipiy-the-Minimtlm-amotlnt-of--g~os~--tneeme--neeessitattng 

the--f~ltn~--o£--a--~eturn--by--the-inE~at~en-£aetor-Eor-the 

taxable-yearo-The~e-ad;usted-amounts-are-efEeetive-for--that 

taxable--year 7 --and--persons--havin9-gross-ineomes-less-than 

these-adjasted-amotlnts-are-not-re~tlirea-to-£~le-a-returno 

t8t--ind±~idual-ineome-tax--forms--dist~ib~eed--by--the 

depa~tment--£o~--eeeh-~ex8b±e-year-m~st-eontain-inst~tlet±on~ 

and~tabies-based-on-the-edjn~ted--bese--year--strttet~re--for 

that-taxabie-year~·· 

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

read: 

"15-30-144. Time for filing-- extensions of time. tit 

Returns ~ka~~ must be made to the department on or before 

the i5th--day--o£--the-4th-me~th-£oiiowi~g-the-~lose-of-the 

taxpayeris-tiseal-yea~,-or-±f-the--rettirn--is--made--on--the 

basis-o£-the-ea~enda~-year,-tken-the-ret~rn-shail-be-made-on 

or--before--the-l5th-day-of-Apr~~-foiiow~n9-the-eiose-oE-the 

ee±endar-year day when the federal return is due. Tax~ 

shall submit to the department copies of any federal 

extension of time for filing. Each return shai± must set 
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forth stieh facts as the department considers necessary for 

the proper enforcement of this chapter. There shaii must be 

annexed to stleh the return the affiddvit or affirmation of 

the persons making the return to the effect that the 

statements contained therein are true. Blank forms of return 

~hail must be furnished by the department upon application, 

but failure to secure the form ~ne~i does not relieve any 

taxpayer 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. 

t~t--An-atttemat±e-6-mont~-exten~ion-of-t±me-£er--fiiin9 

a-rettlrn-±s-ailowed 7 -pro~ided-that-en-or-befer~-tn~~o~~-date 

of--the--ret~rn,--an--applieation-is-made-on~form~-avatlahle 

from-the-de~artment-or-±n-writ±n9-to-the-department~·· 

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

read: 

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

running of the statute of limitations provided for under 

15-30-145 shall be suspended during any period that the 

federal statute of limitations for collection of federal 

income tax has been suspended by written agreement signed by 

the taxpayer or when the taxpayer has instituted an action 

which has the effect of suspending the running of the 

federal statute of limitations and for l 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 shall 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 adjusted 

~~e8~ net taxable income stated in the return, the statute 

of limitations ~hail does not apply for 2 additional years 

from the time specified in 15-30-145." 

read: 

and 

Section 20. Section 15-30-156, MCI\, is amended to 

"15-30-156. Deduction for contributions to child abuse 

neglect prevention program. A taxpayer filing an 

individual income tax return who-does-~ot-eieet-to-t~ke-the 

~tan0a~O--d@dtlet±o~--pro~ided--for--~~--Y5-39-l~~ 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 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 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 filing the 

return." 

Section 21. section 15-30-303, MCI\, is amended to 

read: 

"15-30-303. Confidentiality of tax records. (l) 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 ~n 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 knowrl in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 

(2) The officers charged with the custody of such 

reports and returns shall not be required to produce any of 

them or evidence of anything contained in them in any action 

or proceeding in any court, except in any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or such other act when the 
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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 so 

much of said reports or of the facts shown thereby as are 

pertinent to the action or proceedings and no more. 

(3) Nothing herein shall be construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof; or 

(c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who shall bring action to set aside or review 

the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 

provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns shall be preserved for 3 years 

and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (1) through (4) of 

this section shall be punished by a fine 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 incapcible of holding any public 

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

(6) Notwithstanding the provis1ons of this section, 

the department mdy 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 ~nspect 

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 concern1ng any item of income contained 1n any 

return or disclosed by the report of any investigation of 

the income or return of income of any individual, but such 

permission shall be granted or such information furnished to 

such officer or his representative only if the statutes of 

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

be, grant substantially similar privileges to the proper 

officer of this state charged with the administration of 

this chapter. 

{7) Further, notwithstanding any of the provisions of 

this section, the department shall furnish~ 

tat--eo--the--department--of--~a~tiee--ari--infermation 

ft~e~ssary--to--identify--tho~e--per~on~--qtl6itfytng--£or-the 

edditiona~-exemption-f~~-b~iftdness-ptl~S~ant-to-iS-38-=±~t4tT 
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£or-~he-p~rpo~~-o£-e"abling-~~e--departm~"e--e£--jtls~ie~--to 

admi"ister-the-provisions-o£-6~-5-iSSt-a"d 

tbt to the department of social and rehabilitation 

services information acquired under 15-30-301, pertaining to 

an applicant for public assistance, reasonably necessary for 

the prevention and detection of public assistance fraud and 

abuse, provided notice to the applicant has been given." 

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

read: 

"15-30-321~ Penalties for violation of chapter. (l) 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 imposed a penalty of 5% of any balance of tax 

unpaid with respect to stteh the return as of its due dater 

btt~--t"--no--~vent--sholl--~he-peftal~y~£e~-reil~re-~o-£ile-e 

~e~ttrft-by-i~s-dtle-dote-be-le~~-thaft-$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 rema~ns unpaid followi~ 

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 reasonable 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 tdeterm~ned-with-r~9ard-to-an-ex~en~±~n-o£-time 

granted-£or-£±±i~g-the-retttr~t, there shall be added to the 

tax a penalty of ~e% ~- of 3a±d th~ tax,--·btlt~ne.t-te~~-tl'\o" 

$5 7 -and-±nt~re~t~_In addition, a penalty of 5% o~~ 

delinquent tax must be assessed for each 30-day period 

during which the t~~ remains unpaid following notification 

of del inguen__£y_!. with a maximum 30\ penalty. Interest shall 

accrue on the tax at the rate of 9%-per~anntlm 3/4 of 1% pe~ 

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. 

( 2) IE any person 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% 

~he reo£ of the tax, but stteh the addi t ior)al 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 tne~e~nder 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 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~,-end 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 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. (l) If the payment 

required by 15-30-142(6) is not made within 60 days or if 

the understatement is due to negligence ,Jn, t.he part of the 

taxpayer but withvut fraud, thei.-e shall be added to the 

amount of the deficiency 5% eMere~f;-p~e~ide0 7 -howe~er,-that 

no-def~e~ef'l.ey-penaiey-~haii-be-tess-d'li:~n-$ ~ of-~~~-- -~ a._x. _!!!. 

addition, a penalty ~~ 5% of the delinq~ent tax must be 

assessed for each 30-day period during whi_c_t! __ ~_he_~oi!-~ remains 

unpaid following not~fication of delinqu?ncy, with a ~aximum 

_l9~~~!!.Y~ Interest will be co.-r1puted at the rate of "" 3/4 

of 1\ per anntlm month or fraction thereof on the additional 

assessment. Except as otherwis~ 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 t~ereon on the 

amount due at the rate of 9% 3/4 of 1% per anntlm month from 

the time when the return was originally required to be filed 

to the time of payment. 

(3) The department m~y not assess a penalty until the 

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

period covered ~y 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 year in the maintenance and 

operation of its business and properties, including 

reasonable ailowanee 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 

sala~ies 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 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 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 for 

federal income tax purposes. Nc ded~ction shall be allowed 

for any amount paid out for any buildings, pe~rnanent 

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 1s 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 ~~eh the taxable period ~itls--th~--~~t 

operat~nq--±oss--earrybae~~-te-~tleh-ta~ab}e-period. 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 ~-~-~;,,ct_~_L~l'-.~l(ii) e£ 

this-stlbe~etion. If for any taxable perit1J beg~nnin9--after 

B~ee~ber--3~T--~9~97 a net operating loss is sustained, ~tleh 

the loss ehail-be-a-net-ope~atin9-loss-e~rrybae~-to-eaeh--o~ 

th~--three--taxab~e--periods-·preeeding-the-ta~able-period-of 
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sueh-ioss-and shall be a net operating loss earryover 

carryforward to each of the £~~e three taxable periods 

following the taxable period of stleh the loss. A net 

operating loss sustained for any taxable period ending after 

December 31, 1975, ±n-add1:ti:on~to-beil'l9 and beginning befo~r-~_ 

January 1, 198~, shall be a net operating loss carryback to 

each of the three preceding taxable periods7 -~har~-fte and a 

net operating loss ea~~re~er carryf?rward 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, 

of the amount of such loss over the sum of the net 

if any, 

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) o£ 

tni~-~tlbseetion 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 

~(i) oE-this-~nb•eet>on 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 carried over to any l3xable 

years beginning after December 31, 1978, must be ca1cu1ated 

under the provisions of this section effective for the 

taxable year for ~hich the return-elaiming-~~~-net-6~erattn9 

l-o~~-·e.t:~rryover-:t~-£i:Xed lo_§_? ~s:curred. 

(iii) A net operating loss deduction s~dll 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 corpora~lon::;, the 

surviving corporation shall not be allowed Q 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 of corporations, the new corporate entity 

shall not be allowed a deduction for net operatlng losses 

sustained by the consolidated corpordtions prior to the date 

of consolidation. 

{v) Notwithstanding the provisions of 15-31-531, 

interest shall not be paid with respect to a refu~d of tax 

resulting from a net operating loss carryback or eH~ryo~er 

carryforward. 

tvit-~he--~et--o~erating--1-es~--deduetien--~MB~%-~ot-be 

aiiowed-w±th-re~peet-to-taxable-pertodg-whieh--e~ded--on--o~ 

be£ore--Beeember--3l 1 --i9i9i--but-~hBll-be-Bllowed-only-w±t~ 
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respeet-to-taxeble-~er±ods-be~±ftft±n~-oft-or-efter-denttary--1, 

l97l~ 

(3) 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 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) Ia) 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 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 in subsection ill( b)' 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Reve~tte 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) 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 technological 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 th~ 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 

JJ!.l(b) ef-this-sttheeetien-tBt."" 

NEW SECTION. Section 25. Deductions 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 

~Hr~a~. (1) Except as provided in ~tlb~eee±oft subsections (2) 

and (3). the percentage of net income to be paid under 

15-31-101 shall be 6-3f4% ~ of all net income for the 

taxable period. ~he--rate-~et-ferth-in-th±s-s~bsection-t±t 

shali-be-effeetive-for-a~r-taxab~e-year~-endin9-on-or--after 

Pebr~ary-28y-l9~t.-~hi~-rate-i~-retroaeti~e-to-and-effect±~e 

for--ati-taxabte-year~-endin9-on-or-a£ter-Pebrttary-~87-t9~%o 

( 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. 

t3t--Every-corperation-sttbjeet-to-~axatioM--ttn~er--thi~ 

part-shail,-±n-any-event,-pay-a-minimttm-tax-of-not-±e~~-than 

$5th 

t4t--After---the--amottnt--o£--tax--±tabi±ity--has--been 

eomptlte~-tlnder-sttb~eettons-tlt-thro~9h-t~t,-eaeh-e~rp~rat±on 

subject-to-taxatton-under-th±s-part-~no~±-~~0,-o~--o--~~rtox 

~or--tax--year-Y988,-4%-of-the-tox-liob±±ity 1 -o~d-~he-am~nnt 

~~-~er±~ed-i~-the-amon~t-dtte-the-~toteo 

(3) (a) There is an alternative 1!\i_nimum ~~ __ impo::>ed on 

all corporations filing tax returns pursuant to this ~ 

~mi!l-~.!'!_l.um tax is an alternative to the t"!_:<~---~.!. 

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

the minimum tax is the corporation's al_t~rnativf::;! minimum 

taxable income as calculated pursuant to the __ }n~ernal 

Revenue Code. 

(b) If the corporation is required to apportion its 

income pursuant to 15-31-305 or e~e~_ts t.o apportion its 

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

minimum taxable income shall be r. :.11 t ipl ied ____Qy the 

apportionment fa~tor for the corporation. If the corpo~_~ion 

allocates its income pursudnt to 15-31-301(3), the 

adjustments, preferences, and losses used to compute the 

federal alternative minimum taxable 1ncorne shall be ---- -----

allocated on the same basis as i~_incomc_~d exp~nse~~ 
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(c) The alternative minimum tax shall be: 

(i) 6% 4\ of the fedeLal alternative minimum taxable 

income 1n 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 

income under 15-31-323. 

~ch corporation shall co~ute its tax under both 

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

amount or $50,_ whichever is greater __ ~_" 

NEW SECTION. Section 27. Dividend credit. ( 1) A 

corporation subject to tax as provided in this chapter that 

receives a cash dividend from a member of the same 

affiliated group that is also subject to tax as provided in 

this chapter is 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 is 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)(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. 

(l) A small business corporation may-eleet ~~at has made a 

valid election under subchapter s. of Cnapter 1 of the 

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

imposed by this chapter. 

tit--It--a-~mall-btt~ine~s-e~rpo~ation-me~e~-a~-~!~etion 

under-~ubseetion-tlt,-then~ 

tat--w±th--respeet--to--the--ta~able---year~---of---the 

eorporation--Eor--whieh--eueh--eleetton--i~--in-e££eett-~tleh 

eorporation-i~-not-ettbjeet-to--the--ta~~~--±mpesed--by--this 

chapter--and,--with--respeet--to--stleh-ta~ab~e-yeers-and-all 

etleeeedin~-taxabte-years 7-the-provisions-of-thie-part--apply 

to-~uch-eorperation;-and 

tbt--w±th-respeet-to-the-taxebte-yeer~-of-a-shareholder 

of- such -eerpera t io.n- ±n-wh ieh-o~ -wi th-wh i en- the- taxe bie-year~ 

of-the-eorporation-£or-whieh-stleh-eieetion-is-±n-effeet-endT 

the--prov±sione--oE-thie-part-apply-to-eueh-shareho%derT-and 

with-respeet--to--edeh--taxab~e--years--and---ail--eueeeeding 

taxable--yeare 7--the--provision~--o£-this-part-apply-to-eueh 

ehaf'eholder-. 
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t3t--An-e~~e~±en-ttnde~-~ttb~eet±on-tlt-~ust-be--made--in 

aeeo~danee--wi~h--r~±e~--pre~eribed--by--the--dep8rtment--or 

rever'ltte-. 

~ small busJ.ness <;~r_EQ_!:~ion th~l~l!l_i!_4~ 9- valid 

election under subchapter S. of Chapter l of the Internal 

Revenu~_Code shall file by the 15th day of the third month 

of its first taxable year a copy _':2f -~l)_e internal revenue -- -·- -~ -------

service notification or. _qther 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 prio~ to the 

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

taxes imposed by this chapter. 

lll__~__§El~!_~ ~u~_iness corporation that has made a valid 

election under subchapter S. of Chapter l of the Internal 

~evenue Code may elect to be subject to the taxes"impose1_9~ 

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

department. The form must have printed on it a notification 

22 that making the election subjects income to tax under beth 

23 Title 15, chapter 30, and this chapter. For tax years 

24 beginni~_g on or after January 1, 1987, but before March l, 

25 198~, the election must be filed by May 15, 1988. Thereafter 
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the election must be fil~d by the l~th_day of th~ ~J!ird 

month of the taxabl~ for which the election is to ------ -~---

become effective .. The election may be rey~-·!'-_ed -~y __ ~ritte..!!_ 

notification to the department. A revocation tr.usl be filed 
---------

~y the 15_~0--~ of the third ffiOf!_t _ _!!_ __ ':?f the_t~xab~ Y.~ar for 

which the revocation is to be effective. 

( 4) This eieet~on section is not effective unless the 

corporate net income or loas of ~tle~--~i~et+n9 the 

~o~_~lecting small business corporation is included in the 

stockholders' adjtt~ted--9ro~~ taxable income ~s-defined-in 
---~-

±5-36-H±. 

(5) Every eleet:i:-n9 nunelecling smail Otlsiness 

corporation is required to pay ~~~ ~ 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 

ttnafEeeted. Notwithstanding the provision~ of 15-31-121 

corporations e-leeting--and. qualifying under 15-31-202 shall 

pay a minimum fee of $10." 

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

22 read: 

23 "15-31-553. Fees to reimburse department for costs --

24 deposit in general fund. All money~ ~l? _ _0_~_y collected under 

25 15-31-551 and--±5-3±-55~--~haZl-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 ~tleh-moftey~ 

money collected sha!l-go--in~o must be deposited in the 

general fund.~ 

Section 31. Section 15-31-554, MCA, is amended to 

read: 

11 15-31-554. Returns to which sections apply. The 

provisions of 15-31-551 thro~9n and 15-31-553 ~ha%% 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. Sho<t title. Sections 15-30-107, 

t5-39-t21, 15-31-117, 15-31-118, and this chapter may be 

cited as the ''Independent Liability Fund Act"." 

Section 33. Section 33-27-102, MCA, is amended to 

read: 

"33-27-102. Purpose. The purpose of 15-30-107, 

iS-30-i~~~ 15-31-117, 15-31-118, and this chapter is to 

create a means by which smdll businesses operating in 

Montana may establish independent liability 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: 

•JJ-27-103. Definitions. As 

~5-39-t27, 15-31-117, 15-31-118, 

following definitions apply: 

, used 

and this 
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in 15-30-107, 

chapter, the 

(1) ''Fiscal year'' means the 12-month period used by a 

particular small business in prepar1ng ar.d fi:::..lng its 

Montana individual income tax, corporate license tax, or 

corporate income tax return. 

(2) "Independent liability fund'' ~eans a c8llection of 

money, assets, and investmer1ts 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 exttdlegal 

action by a third party asserting a righ~ to compensatio11 

for a wrong done to it by a small business with an 

independent liability fund. 

(4) "Small business" means any commercial or nonprofit 

enterprise qtlalified 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 othPr than an 

employee or the management of 

sub~;idiary or closely related 

-60-
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business." 

Section 35. Section 53-2-101, MCA, is amended to read: 

"53-2-101~ Definitions. Unless the context requires 

otherwise, in this chapter the following definitions apply: 

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

rehabilitation services provided for in Title 2, chapter 15, 

part 22. 

(2) ''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 a~ 

~he--te~m--~et--ifteome-is-defifted-i~-lS-36-~91 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 living on an Indian reservation set aside for tribal use 

or is a member of a tribe or nation accorded certain rights 

and privileges by treaty or by federal statutes. If and when 
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the federal Social Security Act is amended to define a "ward 

Indian", such definition shall supersede the foregoing 

definition.h 

Section 36. Section 67-ll-303, MCA. .:..s amended to 

read: 

"6./-11-303. Bonds and obligations. (1) A;1 du~hority 

may borrow money for any of its corporate purposes and issue 

its bonds therefor, including refunding bonds, in ~t1eh a 

form and upon ~tteh terms as it may determine, payable out of 

any revenues of the auchority, including reven.1es derived 

from: 

(a) an airport or 

facilities; 

air navigatlon facility or 

(b) taxes levied 

for airport purposes; 

pursuant to 67-11-301 or other law 

(c) grants or 

government; or 

(d) other sources. 

contributions from the federal 

(2) The bonds may be issued by re~olution of the 

authority, without an election and withvut any limitation of 

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

if the total amount of principal and interest to become due 

in any year on ~tleh the bonds and on any then outstanding 

bonds for which revenues from the same source or sources are 

pledged exceeds the amc:unt of such revenues to 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, if any are pledged, 

sufficient to make the revenues from the pledged source in 

~aeh the year at least equal to the amount of ~tteh 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 h~re~n 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 

~tlek principal and interest are payable. 

(4) Bonds issued by an authority or municipality 

pursuant to the provisions of this chapter are declared to 

be issued for an essential public and governmental purpose 

by a political subdivision w±thin---the--mee~~~9--o£ 

15-38-Hit~ttat. 

(5) For the security of any ~tteh bonds, the authority 

or municipality may 

covenant, agreement, 

additional powers 

by resolution make and enter into any 

or indenture and may exercise any 

authorized to be exercised by a 

municipality under Title 7, chapter 7, parts 44 and 45. The 
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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 governing body of any municipality 

having a population in excess of 10,000, with respect to 

bonds issued pursuant to this chapter by the munici9ality or 

by an authority in which the municipality is ~ncluded, may 

by resolution covenant that in the event that at any time 

all revenues, including taxes, appropriated and collected 

for stteh the bonds are insufficient to pay principal or 

interest then due, it will levy a ger1eral tax upon all of 

the taxable property in the municipality for the payment of 

:!tlen. the deficiency; and may further covenant that at any 

time a deficiency is likely to occur within l year for the 

payment of principal and interesl due on ~~en !~ bonds, it 

will levy a general tax upon all the taxable property in the 

municipality for the pdyment of stteh !_l~ deficiency.!...,-e:nd 

~Heh The taxes are not subject to any limltation of rate or 

amount applicable to other municipal taxes but are limited 

to a rate estimated to be sufficient to ~H\hiuce the amount 

of the deficiency. In the event more th.tn on.e municipality 

having a population in excess of 10,000 is in£:ludPd in an 
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authority issuing bonds pursuant to this chapter, the 

municipdlities may apportion the obligation to levy taxes 

for the payment of, or in anticipation of, a deficiency in 

the revenues appropriated for ~uen the bonds in stteh ~ 

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-~~eh A resolution ~eeomes 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 4~, for an election called by cities and 

towns, and as provided far 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 ~tlch 

th~ 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. 1'\ny 

existing authority to make rules 011 the subject of the 

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

[this act). 

NEW SECTION. Section 39. Codification instruction 

code commissioner instruction. (l) [Section:; 8 through 101 

are intended to be codified as an integral parL of Title 15, 

chapter 30, and the provisions of Title 15, cr,apter 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. 

(3) [Sections 25 and 271 are intended to be codified 

as an integral part of Title 15, chapter 31, part l, and the 

provisions of Title 15, chapter 31, part l, apply to 

[sections 25 and 27). 

(4) The code commissioner is instructed tQ 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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1 from the invalid part remain in effect. If a part of [this 

2 act] is invalid in one or more of its applications, the part 

3 remains in effect in all valid applications that are 

4 severable from the invalid applications. 

s 

6 

7 

a 

9 

NEW SECTION. Section 41. Effective date. [This act] 

is effective on passage and approval. 

NEW SECTION. Section 42. Applicability. [This act 1 

applies retroactively, within the meaning of 1-2-109, to 

taxable years beginning after December 31, 1988. 

-End-

-67- HB 764 



/ <., 

51st Legislature HB 0764/03 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HOOSE BILL NO. 764 

INTRODUCED BY RANEY, RAPP-SVRCEK 

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

TAX LAWS OF THE STA'rE; REDUCING INDIVIDUAL INCOME TAX RATES 

ANB--THB--€8RP6RAT£BN--bl€BHSB--TAH--RATB; PROVIDING FOR AN 

ALTERNATIVE MINIMUM TAX FOR CORPORATIONS; REPEALING THE 

CORPORATION LICENSE TAX CLEARANCE CERTIFICATE FEE; AMENDING 

7-34-2416, 13-37-218, 15-1-206, SECTIONS 

15-30-101, 

7-14-1133, 

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, 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 purposes and issue 

bonds therefor, including refunding bonds, in ~Heh ~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 stordge facility; 

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

(c) grants or contributions from the federal 

government; or 

(d) other sources. 

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

authority, without an election and without any limitation of 

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

the total amount of principal and interest to become due in 

any year on s~eh the bonds and on any then outstanding bonds 

for which revenues from the same source are pledged exceeds 

the amount of stteh 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 source in 

eHeh 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 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 
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state on their face the applicable limitations or 

restrictions regarding the source trom which s~eh the 

principal and interest are payable. 

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

municipality 

declared to 

pursuant 

be issued 

to the provisions of this part are 

for an essential public and 

qovernmental purpose by a political subdivision w+th~ft-th~ 

aeanin9-ef-%S-39-%%%tittat. 

(5) For the security of any a~e~ bonds, the authority, 

county, or municipality may by resolution make and enter 

into any covenant, agreement, or indenture and may exercise 

any additional powers authorized to be exercised by a 

municipality under Title 7, chapter 7, parts 44 and 45. The 

sums required from time to time to pay principal and 

interest and to create and maintain a reserve for the bonds 

may be paid from any revenues 

prior to the payment of 

referred to in this part, 

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 wi~hin 

the-meaning-o£-15-39-Hlti!ttat." 

Section 3. Section 13-37-218, MCA, is amended to read: 
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•IJ-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 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 contributing to 

his campaign. The foregoing limitations shall be multiplied 

by the inflation factor as defined in 15-30-lOltSt 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 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 filed with the department 

when the filing is done within 5 days of the date specified 

for filing the return or statement a11d for the late payment 

of any tax collected by the departmt ... nt 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 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 until the department sends the statement 

increased tax liability to the taxpayer." 

of 

Section 5. Section 15-30-101, HCA, is amended to read: 

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

chapter, unless otherwise required by the context, the 

following definitions apply: 

t~t--uease-year-strnetnren-mea~~-t~e-foiiow±ftg-eiemeftts 

ef-tfte-ineome-tax-str~et~re~ 

tat--the--tax--brae~et~--e~tabl±shed--±n-l5-39-i93,-bnt 

ttftadjttsted-by-sttbseet±eft-tit-o£-%5-39-193,-in-effeet-en-aune 

~6-ef-the-taxebie-yeer; 

tbt--tfte--exemptiens--eenta±ned---in---15-36-l%~,---but 

nnad;n~ted--by--~nbseetions--t~t--and--tBt--ef-%5-39-l%~,-±n 
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etfeet-on-dnfte-36-of-the-tax~b~e-ye~~; 

tet--the--maximttm--st~nd~rd---ded~etion---pro~~eed---±n 

l5-30-iii7-bttt-unadjttsted-by-~ttb~eet~on-t~t-of-l5-39-±~i 7 -±n 

etfeet-on-dune-38-ot-tbe-taxab±e-year~ 

t%till_ "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. 

t3till "Department" means the department of revenue. 

t4t--uei~idendu--me8n~--any--d~~trib~tion--made--by---a 

eorporation---ottt---of---it~--earning~--or--p~ofit~--to--it~ 

~bareboid@rs--o~--member~,--whether--±n--eash--or--~n--otber 

proper~y--or--±n--~teek-cf-the-eorperdtion,-oth~r-than-st~ek 

d±v±dend~-as-herein-de£±ned~--nstoek--di~idendsU--means--new 

stoe~---iss~edy--for--surpltts--or--pro£it~--eepitaliz@d7--te 

~hare~oidere-in-preportion-to-thei~-pre~ious-hoid~n9~~ 

tStill "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. 

t6tl!l "Foreign country" or ••foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

tTt--usross-ineomeu-mean~-the-taxpayer~~--gro~~--ineeme 

~or--federal-ineome-tax-purposes-a~-defined-~n-seetion-6±-o£ 
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~fte-lnterna%-ReYenue-eode-oE-%9S4-cr-as-tftat-seetie~-may--be 

%abeied--er--amenGed;--exeittd%ng--unempioyment--eempensa~ien 

incl~ded-in-federa~-gress-ineome--ttnde~--the--provisions--e£ 

seetion--85-of-the-lnternal-Revenue-eede-ef-±954-as-amendedo 

t8till "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. 

t9till "Information agents•• includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, employees, and all office~s 

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 fiduciary is 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 11 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 specif~c 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. 

ti6tffi "Knowingly" is as defined in 45-2-101. 

(9) "Nonresident" means every individual oth~r than a 

resident. 

t~~t-nNee--ineemen-mean~-the-adjH~eed-gro~~-ineome-o£-a 

taxpayer-less-the-dedttetiefts-al~ewed-by-th~~-eh8peer. 

tii!tl.!.Q.l "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 upon the 

basis of which the taxable income is computed under this 

chapter. 

tBtilll "Purposely" is as defined in 45-2-101. 

fi4t.i..!2_l "Received'1 , for the purpose of computation of 

taxable income under this chapter, means received or accrued 

and the term "received or accrued 11 shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

f%5ti.!ll 11 Resident" applies only to natural persons and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter with reference to the income of 

any taxable year, any person domiciled in the state of 
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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. 

t%6t-u~axabl~--~ncomeu--mea"~-the-adjtlsted-9ross-income 

oi-a-taxpayer-ies~-the-dedtletions--and--exemptions--p~evid~d 

ro~-in-this-ehapter~ 

tl-1till.l ••Taxable year" means the taxpayer's taxable 

year for federal income tax purposes, 

tl:Bt.i...!ll "Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax. imposed by this 

chapter and does not include corporations." 

Section 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-er after December 31, %968 1988, upon the Montana taxable 

income of every taxpayer subject to this tax~,-after-mak~ft9 

a±±owanee--£or--exempt~en~--and--dednetions--as--hereinafter 

prov~ded,--a-~ax-on-the-fol%owin9-braeket~-of-taxab%e-ineome 

as-ad;~~ted-~n~er-subseetion-t~t-at-ehe-foiiow±n~-raees~ 

tat--on-the-fi~st-$1,999-o£-taxable-±neome-or-any--part 

thereo£r-i%; 

tbt--oft--the--ftext-$%7 888-of-taxabte-ifteome-or-afty-part 

thereo£7 -3%; 

tet--on-the-next-$ir899-of-taxable-income-or--any--part 
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thereofr-4t; 

tet--on--the--next-$~., Q QQ -of-tax e: b re-f "coMe-or-any·~ part 

thereo£,-5,-: 

tet--on-the-next-$ir99Q-of-taxab±e-ineome-or--any--part 

thereo£ 7 -6%;-

t£t--on--~he--next-$i,999-of-taxable-ineome-or-any-part 

thereof 7 -=1%:­

t9t--on-the-next-$4r899-of-taxable-ineome-or--any--part 

tftereof-,--8%; 

tht--on--the--next-$6,989-of-taxab~e-ine6m~-or-any-pa~~ 

~h.e-r~o£-,--9%;­

tit--eft-the-ftext-$%5,999-of-taxable-ineeme-or-any--~a~t 

th~reef7-l9%;­

tjt--on--~fty-t~xeb%e-ineome-~"-exee~~-of-$35,999-o-r-any 

part-thereof-,-ll'~ 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 21a) of ~-h~ _Internal 

Revenue Code is: 

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

part thereof; 

lb) 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 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 

(c) 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 household, 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. 

t~t~ By November 1 of each year, the department 

shall multiply the bracket amo~n~ amounts contained in 

sabseet±on--tlt subsections (2) through (5) by the inflation 

factor for that taxable year and round the cumulative 

brackets to the nearest $100. The resulting adjusted 

braekets amounts are effective for that taxable year and 

shall be used as the basis for imposition of the tax in 
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s~bs~et~eft-tit-of-this-see~~en 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 subs~ctions (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 ta~ 

based on gross sales. (1} A-%i~e-t~x-i~-imposed--~pon--e~ery 

pe~~on--noe--reeidene--of--thie--eteter--wh±eh--te~-eh~l~-be 

levied,-eolieeted1-a"d-~aid-e""uelly-et-the-rate3--~peeiEied 

i"-15-39-193-vith-respeet-~o-his-entire-net-ineome-as-herein 

eee±ned--erom--all--prope~ty--owned-and-from-every-b~stness, 

t~ade,-p~ofessionT-o~-oeettpation-earried-on-in--this--state• 

Every nonresident and part-year resident is subject to the 

tax imposed by 15-30-103 on all income fr9m 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 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. s~eh The tax 

s~a~%--be is in lieu of the tax imposed under 15-J0-103. The 

gross volume of sales made in Montana 

year shall be determined according 

Article IV, sections 16 and 17, of 

Compact." 

during the taxable 

to the provisions of 

the Multistate Tax 

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. Montana adjusted 

income. In the case of resident taxpayers, Montana 

gross 

adjusted 

gross income must be determined as provided in section 62 of 

the Internal Revenue Code. In 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 

taxable income. A taxpayer who uses the federal standa~d 

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 fede4al 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 required: 

(a} gross 

obligations or 

interest 

securities 

and dividends derived f~om 

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 O[ 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 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 martied taxpayers filing jointly 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 

reflect the actual tax liability 

and (l)(c)(ii); 

Montana tax purposes, to 

in subsections (3)(c)(i) 

(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; 

(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; 

(h) all benefits paid under The Public Employees' 

Retirement System Act 

taxation by 19-3-105; 

(i) all benefits 

which 

paid 

are specified as exempt from 

under the high ... ay 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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(l) all benefits paid 

program that are specified 

19-21-212; 

under an optional retirement 

as exempt from taxation by 

(m) all Montana income tax refunds or credits; 

(n) gain required to be recognized by a liquidating 

corporation pursu<.nt to 15-3l-ll3(1)(a)(ii); 

(o) 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; 

(q) 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 

income. In computing net income, there 

computing net 

are allowed as 

deductions: 

t%}--tne-i~em~-reEerred-~e-in-sec~ions-161-and--Zi%--of 

tne--tn~e~nal--Reven~e--eode-of-%954r-er-as-seetions-l6Y-and 

Zii-shal%-be-labeled-or-amended,-s~b;ect--to--the--Eollowin9 

exceptiens--whieh-are-no~-ded~etible~ 

tst--items-previded-fer-in-i5-39-ir3~ 

tbt--state-ineome-tax-paid; 
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t~t--£ederal--ineome--tax-paid-wit~in-the-taxable-year; 

t3t--expenses-of-hottsehoid-and-dependent-eare--se~v±ees 

as-otttiined-tn-sttbsections-t3ttat-t~~0~9~-t3ttet-and-stlbjeet 

to--the--iimitations--and--~ttles--as--set-o~t-in-sttbseetions 

t3ttdt-thre~~h-t3ttft-ss-feilews' 

tat--expenses-£or-hottsehold-and-d~pendent-care-serviees 

neeessary-£or-gain£ttl-employment-inettrred-for~ 

tit--a-dependent-ttnder-t5-years--o£--a9e--£or--whom--an 

exemption-ean-be-elaimed; 

tiit-a---dependent--as--allewable--ttnder--X5-36-~trt5t, 

exeep~-that-the-limitations-for-a9e-and-gro~~-ineome-do--not 

apply,-who-is-~naeie-to-eere-for-bim~elf-beea~se-of-physieal 

er-mentat-illness;-and 

t±iit-a--spottse--wbo--is--ttnable--eo--eare--for-himself 

eeea~~e-of-physieal-e~-men~al-illness; 

tbt--employment-related--expe~~es--i~etlrred---£o~---the 

fol~owing--serviees,--etlt-onty-if-stleh-expen~es-are-inettrred 

ee-enaele-the-taxpayer-to-be-ga±nfttlly-empioyed~ 

t±t--hottsehold-serviees-whieh-8~e-attribntabie--to--the 

eare-of-the-qttalifyin9-individttal;-and 

tiit-eare---o£---an---individual--who--qttatifies--nnder 

subseette~-t3ttst7 

tet--expenses-inenrred-in-maintaining--a--honsehold--if 

over--haif--of--the--eost--of--maintain+ng--the-~o~sehoid-±s 

Eurnished-by-an-individttal-or 1 -if-the-individttai-is--married 
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d~rtn9-the-appiieahle-period7-±s-f~~ni~hed-by-the-indivi~aa% 

end-his-speuse; 

tdt--the---a~o~nt~---ded~etible--in--s~bseetion--t3ttat 

thro~gh-t3ttct-are-s~bjeet-to-the-£ollowing-li~itatoons~ 

tit--a-ded~etion-~s-aiiowed-~nde~-subseetion-t3ttat-for 

employMent-reiated-expenses-ineurred-durtng-the-year-oniy-to 

the-extent-saeh-expenses-de-net-exeeed-$4T899~ 

tiit-e~penses--£or--~erviees--tn--the---heasehoid---are 

dedaetibie--ander--sabseetion--t3ttat-Eor-employment-releted 

expenses-only-iE-they--are--incarred--fer--serviees--in--the 

taxpayer~s---household7---exeept---that---employment-related 

expenses--*nettrred--for--serviees--outside--the---taxpayer~s 

hottseho!d--are-ded~e~ible,-btt~-enry-i£-ine~rred-for-~he-eare 

o£-a-q~alofyinq->ndovid~al-d~ser>bed-in-s~bsection-t3ttattit 

and-en±y-to-the-ex~en~-s~eh--expe~ses--i~e~rred--dttring--the 

year-de-no~-exeeed~ 

and 

tAt--$i,499--in--tfte-eaee-e£-one-qttaltfying-individttal; 

tBt--$3,699-in-the-ease-o£-~wo-qttar±fying--individ~ars; 

tet--$47888--in--th~--case--o£-thre~-or-me~e-q~alifying 

individttals; 

tet--i£-the--eambined--adj~sted--gross--ifteo~e--o£--the 

taxpaJers--exeeeds-$18,888-for-the-taxable-year-du~ing-whieh 

ehe---expenses---are---inettrred,---ehe---amoant----0~----the 

empleyment-related--expenses--inettrred--must--be--reduced-by 
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ene-halE-ef-the-exeess-o£-the-eombined-adj~sted-gross-ineeme 

ever-$~8,&99; 

tft--for-p~~pas~s-o£-this-subseetion-t3t~ 

tit--married-ce~pres-ehall-~ile-a-joint-return-or--£i%e 

separately-en-the-same-form; 

t±it-if--the--taxpayer--is-married-d~ring-any-period-o£ 

the-taxable-year 7-empleyment-related-expen~e~--inettrred--are 

ded~etobie-only-i£~ 

tAt--both-spottsee-are-gainfally-employed,-in-whieh-case 

the-expenses-are-~ed~etible-oftly-to-the-exten~-that-tney-are 

a-direct-result-&f-the-employment;-or 

tBt--the-spouse-is-a-q~alifyin~-indiv~d~al-deseribed-in 

sub~eet>on-t3ttattiiit~ 

tiiit-an--individual--le9ally-~eparated-from-h~~-~po~ee 

ander-a-deeree-o£-divorce-or-o£-separate-maintenan~e-may-not 

be-eonsidered-as-married; 

tivt-the-deduetion-ior-employment-reiated-expense~-must 

be--divided--eqttaliy--between--the---spou~e~---when---filing 

eeparately-oft-the-same-EormT 

tvt--paymen~--made--to--a--ehi!d-o£-the-taxpayer-who-is 

~nder-19-years-e£-age-at-the-elose-cE-the-taxable--year--and 

payments--made--te--aft--iftdivid~al--with--respect--te-whom-e 

deductoon->s-aliowable-~nder-l5-38-ll~t5t-er~-not-d~duetobie 

as-employment-related-expenses; 

t4t--in--the---ease---e£---an---indtvidttal 7 ---politieal 
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een~rib~tions--de~ermined--±n-aeeordanee-wi~h-~he-provisions 

e£-seet*eft-~l8tat-afte-tht-er-the-fftterftal-Reyeftue-eoee--that 

were-in-e££eet-£o~-the-taxab}e-year-ended-Beeember-3lr-%9i8~ 

tSti!l 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 

t6ti!l 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.K 

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

read: 

•ls-30-131. Nonresident Nonresident's and temporar7 

resident-taxpayers----adjasted--~ross part-year resident's 

taxable income ---deeaetiens. (l) 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 sha±± 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-sha%%-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 w~thout outside this 

state shall be allocated and apportioned under rules 

prescribed by the department. 

t%t--fn-the-ease-oE-a-taxpayer-othe~-t~a~-a-re~ident-o£ 

this-s~a~e-who-is-a-reside~t-o£-a-s~ete-~hat-imposes--a--~ax 

en-~~e-ineome-ef-ftatu~ai-persons-res~d~n9-wit~i~-that-sta~e, 

the---dedttetions---ai%owed---in--eompati~~--net--ineome--ape 

res~rieted-~o-~hose-direetiy-eonneeted-wi~h--the--prod~eticn 

o£-Mofttana-ineome. 

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

th±s-state-who-is-s-resident-o£-a-state-th8t-does-not-impose 

a--tax-on-the-ineome-oE-nat~ra±-persons-residin9-w~thin-thst 

sta~e,-tfte-ded~etions-ailowed-±n-eompttt~ng--net--ineome--are 

rest~ieted--to-the-greater-of-those-direetly-relatin~-to-the 

prodttetion-o£-Montana-ineome-or-a-prorated-amottnt--of--those 

a!!owed---~nder---l5-~9-%ile---Per---the--pttrposes--of--~his 

sttbseetionT-dedHetions-~iiowed-ttnder-15-39-l?l-apply-only-to 

earned-ineome-and-mttst-be-prorated-aeeording--to--the--ratio 

that--the--taxpayeris--Mentana--earned--±neome--beers-to-his 

federai-earned-ineome. 

t4t--A--teMporary--resieeftt--shall--be--allewee---those 

dedttetions-and-the-eredit-ttnder-l5-3i-l99-aiiowed-a-resident 

to--the--extent-that-sueh-dedttctions-or-ered~t-we~e-aeeHaliy 

~ncurred-or-ex~eftded-in-the--state--or--Monta"e--dttr±ng--the 

eoH~se-of-his-resideneyT 
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t5t--Per--the-p~rposes-et-tftis-seetien7-•eerned-ineome• 

aftai%-be-de£ined-as-~he-same-term-is-defined-in--seetion--4a 

ef--~he--%nternal--Reven~e--eede7--cr--as--that--seetien-may 

snbseq~enely-be-emeeded• 

t6t--Netw~thstanding-tfte-previsions-eE-s~bseetions--t~t 

and--t3tr--any-eontribution-made-after-9eeember-3lr-~98iy-to 

the-state-of-Montana--er--a--poiitieal--s~bdi¥ision--thereof 

sftaii--be--an--ailowable--dedtteticn-in-eomputinq-net-ineeme. 

~fte-ded~etion-is-subject-te-the--!imitations--set--tortft--in 

seetion-l79-o£-the-fnternal-Revenne-eode-o£-i954T-as-iabeied 

or-amendedo 

(2) (a) To calculate Montana taxable income, 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 calculat~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) (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 par_t-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)(c)], that are directly attributable to Montana 

adjusted gross income. 

(c) A part-year ~esident taxpayer -~ho uses the federal 

standard deduction to calculate federal taxable income shall 

also use the federal standard dedLiction t.n 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 credit under 

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

expenditures incurred in Montana during the taxable year. 

tTt~ 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, is amended to 

read: 

•15-30-132. Change from nonresident to 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. ~he--exemptions-provided-in-15-39-ii~-shall-b~ 

pro~ated-on-the-ratio--the--Montana--adjasted--gross--ineome 

bears--to--£edera%--ad;asted-gross-ineemeT A Montana citizen 

moving out of the state, abandoning his residence in the 

state, and establishing a residence elsewhere must file a 

retu[n on the fractional basis. If he obtains employment 

outside the state without abandoning his Montana residence, 

then income from s~eh 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 or fiduciaries of 

estates or trusts. tlt A tax shall-be is imposed, at the 

rate imposed on a single person, upon either the fiduciaries 

or the beneficiaries of estates and trusts as hereinaEte~ 

provided in this section, except to the extent s~eh ~ 

estates and trusts shall--be are held for educational, 

charitable, or religious purposes,~ wftieh The tax shall must 

be levied, collected, and paid annually with respect to the 

income of estates or of any kind of property held in trust~r 

iftel~din~~ 

tat--ifteome--reee~ved--by--es~ates--oE-deeea~ed-persofts 

a~r+ft~-the-period-o~-admifti~~ration--or--~ett~ement--or--~he 

estate; 

tbt--ineome--aeettmttlated--in--trust--£or-the-benefit-e£ 

~nborn-or-~ftaseerteined-persons-or-person~--with--eontin9ent 

interests; 

tet--ifteome--held--tor--Entttre--distr±btttien--under-the 

terms-oE-the-wi%~-or-tru~t;-aftd 

tdt--ineome--vhieh--is--to--be---distribttted---to---the 

ben~£ieiaries---pericdically7--whether--or--not--at--reg~iar 

intervals7-and-the-ineome--eolleeted--by--a--gttardian--of--a 

minorr-to-be-held-or-distribttted-as-the-eottrt-may-direetT 
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tit--~he--f%aae%ary-shall-be-respensible-£or-mak!n~-the 

return-o£-ineeae-!er-the-estate-or-tr~st-!or-whieh-he--aetsr 

whether--the-ftd~eiary-or-the-benefieier~es-are-taxab~e-v~tft 

refereftee-to-the-ineeae-of-s~eh-estate-or--tr~~t.--Yn--eases 

ander--a~bseetions--tat--a~d--tdt--o£--subseetion--tltr--the 

£idueiary-shai%-ineiude-in-the-return-a--statement--of--eaeh 

bene£ieiary~s--distributive--share-o£-net-ineomeT-whether-or 

not-distributed-befere-the-eiose-e£--the--texabie--year--£~ 

vhieh-the-retarn-is-made. 

t3t--~n--eases--ander--sabseetions-tat,-tbt,-and-tet-o£ 

subseet~on-tltr-the-tax-shal%-be-imposed-upen-the--fidueiary 

oE-the-esta~e-or-~r~st-with-respeet-to-the-net-ineome-o£-~he 

es~ate--or-trust-and-eha~i-be-~8id-by-the-£id~ei8ryo--f£-the 

tazpayer~s-ftet-ineome-£or-the-tftx8ble-year-o£-hhe-estate--er 

trust--is-eomp~ted-~pon-the-bas±s-of-a-period-di££erent-from 

that-~pon-the-basis-of-whieh-the-net-ineome-e£-the-estate-or 

tr~st-is-eomp~ted7-then-his-distributive-sh8re--o!--the--net 

income--of--the-estate-or-trust-for-any-aeeounting-period-o£ 

sueh-estate-er-trust-endin~-vithin-the--£iseal--or--ealendar 

year--shall--be--eom~uted--upon--the--besis--on--whieh--sueh 

beneficiary~s-net-~neome--is--eomputed.--fn--sueh--cases7--a 

benefieiary--noe-a-residene-shaii-be-ta•able-vith-respeet-eo 

h~s-ineoae-der~ved-throu~h-sueh-estate-or-trust-only-te--the 

extent--pro•ided--in--l5-39-i3l--£or--indi•idaals-other-than 

res~dents7 
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t4t--~he-fidueiary-o£-a-trast-ereated-by-an-employer-as 

a-part-o£-a-stoek-bonus7-pension,-or-profit-sharin~-plan-fer 

the-exe±usive-beneEi~-oE-some-or-all-e£--his--employees,--~o 

whieh--eentrib~tion~-ar~-made-by-s~eh-empioyer-or-employees, 

er-bothr-for-the-p~rpose-o£-distr~b~e±ng-to--s~eh--e~ployees 

the--earnin~s--and--prineipal-o£-the-f~nd-aee~m~lat~d-by-the 

trust-±n-aeeordanee-with-sueh-plan,--shall--not--be--taxable 

under--this-seetion7-but-any-amount-eontribated-to-sdeh-£und 

by-the-employer-ana-all--~arfting~--o£--saeh--£and--shali--b~ 

inci~ded--in--eomp~~in~-the-ineome-o£-the-d±s~ribtleee-in-th~ 

year-in-wh±ch-distrib~ted-or-made-avatlable-to-h±mo 

tSt--Where-any-part-o£-the-ineome-of-a-trtlst-other-than 

a-testamentary-trast-~s-or-may-be-applied-to-tne-payment--o£ 

premiums--upon--poiie±es--o£--insttranee--on--the-l±£e-or-~he 

9rantor-texeept-polieies-ef--ins~ranee--irrevoeabiy--payabie 

£or-the-purposes-and-in-the-manner-spee±£±ed-relat±n9-to-the 

so-eai±ed--uehar±table--eontributionu--deduetiont--or-to-the 

payment-o£-premittms-upon-polieies-o£--life--insuranee--under 

whieh--the--~rantor--is--the--benefieiaryr--saeh-part-oE-the 

ineome-o£-the-trust-shall-be-~nelHded-in-eomp~e±n~--ehe--"ee 

income-of-the-grantor•" 

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

read: 

•IS-30-136. Computation of income of estates or trusts 

exemption. 11} Except as otherwise provided in this 
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chapter, the ugross 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) ~ivid~nds: 

tbt interest received or accrued, including interest 

received on obligations of another state or territory or a 

county, municipality, district, 

subdivision thereof, but excluding 

obligations of~ 

or other 

interest 

political 

income from 

tit the United States government e~--~he--state--o£ 

Moft~ana; and 

t*it-a-school-dist~iet;-or 

tiiit-a---eo~nty,---Mttftieipaiity7--diseriet,--o~--other 

politiea%-~tteCivision-of-the-state; 

te7--ineome-f~om-partnerships-a~d-o~her-fidtteiaries; 

tdt--gross-rents-and-reyal~ies; 

tet--gain-frem-sa%e-or-exehan~e-e£-preperty,--ifteiudiftg 

those--gaifts-that-are-exeluded-£rem-gross-ineome-fer-£ederai 

fidueiary-ifteem~-tax--p~rposes--by--seetion--64ltet--ef--~he 

tnter~al-Reven~e-eode-of-19547-as-amended; 

tft--gross-pre£it-frem-trade-or-8ttsiness;-and 

tgtiQl refunds recovered on federal income tax, to the 

extent the deduction of stteh 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: 

tat--iftterest--expenses--deductibi~--rer--£~derai---tax 

purposes--aeeording--to--seetieft-163-o£-the-Ifteernai-Reven~e 

eode-of-1954,-as-amended; 

tbt--taxes-paid-or-aeertted--within--the--taxable--yearr 

inelttdinq--but--not--limited--to--federai--ineome--t~x,--but 

excludin9-Montono-ineome-t8XT 

tet--~ftat--£id~eiary~s--portion--of---depreeiation---or 

depletion--wftieh--is--ded~etibTe--fer--rederal--tax-ptlrposee 

aeeording-to-see~i~ne-l61,-6ll,--and--64~--of--the--£nternal 

Revenue-eode-o£-l954t-a3-amended~ 

tdt--eftaritable--eontrib~tions--tnat-are-ded~etible-for 

federal-tax-pttrposes-aeeordin~--to--seetion--64~tet--of--the 

rnterna~-Reventte-eode-of-19547-as-amended; 

tet--administrative-expenses-elaimed-fo~-federa%-ineome 

tax--p~rposes,--aeeording--to-seetiens-~l~-and-6~itgt-of-ehe 

£nternal-Reventte-eode-of-l954r-as-amen~ed,-i£-stteh--expenses 

were--not--elaimed--as--a--dedttetion-in-the-dete~mination-or 

Montana-inheritanee-tax; 

tft--losies--£rom--Eire,--stormr--shipw~eek,--or--other 

casttalty-or-from-the£~7-to-the-extent-not-eompensated-for-by 

insuranee--or-otherwise7-that-are-dedttetib~e-£or-federal-tax 

pttrposes-aceording-to-section-165-of--the--rnternal--Re•en~e 
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eode-ef-~9547-as-amended~ 

tgt--net--eperating-iess-ded~etiens-aiiewed-fer-federai 

ineeme-~ax-~ftd~r-seetion-64itdt-o£-the-lftterna%-Reven~e-eede 

oE-i954,-as-amended,-exeept-estates--may--not--eiaim--iosses 

that-Dre-deduetible-on-the-deeedent~s-final-ret~rn; 

tht.@l all benefits, not in excess of $3,600, 

received: 

(i) as federal employees' retirement: 

(ii) as retirement from public employment in a state 

other than Montanai or 

(iii) as an annuity, pension, or endowment under 

private or corporate retirement plans or systems; 

tit~ all benefits paid under the Montana teachers' 

retirement system that are specified as exempt from taxation 

by 19-4-706; 

t;t1£1 all benefits paid under the Montana Public 

Employees• Retirement System Act that are specified as 

exempt from taxation by 19-3-105; 

tkt~ all benefits paid under the Montana highway 

patrolmen's retirement system that are specified as exempt 

from taxation by 19-6-705; 

tlti!l Montana income tax refunds or credits thereof; 

tmtifl all benefits paid under 19-11-602, 19-11-604, 

and 19-ll-605 to retired and disabled firemen or their 

surviving spouses or children; 
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tftti9l all benefits paid under the municipal police 

officers' retirement system that are specified as exempt 

from taxation by 19-9-1005. 

t3t--~n-the-ease-o£-a-sharehoider-oE-a-eorperet~e"-wi~h 

r~sp~et-to-whieh-the-~i~et±oft-prov±ded-£or-tt~der--sttbehap~er 

s.--oE--the-internai-Reventte-eede-of-1954,-as-am~nd~d,-ie-in 

e££eet-b~t-with-respeet-to-whieh-the-eleetion--provided--for 

~nder--l5-3l-i8i--is--not--in--ef£eetr--net--ineome-does-not 

±ne~ttde-any-part-of-the-eorporat±on~s-ttnd±str±bttted--taxabie 

ineemer--net--operat~n~--iose,-eapitai-ga±ne-or-other-~aine, 

proEite,--or--iosses--reqtl~red--eo--b~---inel~ded---tn---~h@ 

sharehoider~~-federel-~neeme-~ex-nee-~neome-by-reeson-of-the 

e%eetion--under-subehapter-So-However,-the-~ho~eho%der~s-net 

ineome--shal%---ine!ude---eetttai---distribu~±en---£rom---the 

eorporetion--to--the--extent--it-woa%d-be-tre~ted-~~-taxab%e 

di¥idends-ir-the-subehapter-S.-eieetion-were-not-in--efreeto 

t4t--~he---rol%owin~--additional--dedtlet±on~--shall--be 

e%lowed-in-derivin9-taxable-ineome-of-estates-and-tr~sts~ 

tat--any--amount--e£--ineome--for--the---ta~eble---year 

eurrentiy--required--to--be-distributed-to-benefie±ariee-for 

sueh-yeart 

tbt--any-other-amounts-properly--paid--or--eredited--or 

req~ired-to-be-distrib~ted-for-the-taxAble-year; 

tet--the--ame~nt--ef--69%--ef--~h~--e~ee~~--ef--the-net 

ieng-term-eapita%-gain-ever-the net-sh~rt term-eapi~~l--ross 
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!er-the-taxabre-year~ 

tSt--The--exempt~on--allowed--for-estat~s-and-trusts-is 

thet-exempt%eft-pPov%ded-%ft-t5-39-liztzttet-aftd-l5-39-ll2t8t• 

t6t--A--trttst--er--estate--exeltldinq---benefits---under 

snbseet%ofts-tltt%t-threngh-tittkt,-t%ttmt,-er-t%ttnt-may-net 

exei~de--benefits--deseribed--in--s~bseetion-tittht-from-net 

ineome-tlnless-the-bene~its-reeeived-under-stlbsections-t~ttit 

thro~gh-tittkt,-tittmtT-or-tittnt-are-less-theft--$3,699,--%ft 

vhieh--eaee--the--truet--or--estate--may-eombine-benefits-to 

exel~de-up-to-a-total-of-$3t699-£rom-net-ineomeT 

(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 15-30-141, MCA, is amended to 

read: 

·1~-30-141. Tax as personal debt. Every tax imposed by 

this chapter and all increases, interest, and penalties 

~hereon shall beL from the time they are due and payableL a 

personal debt from the person or fiduciary liable to pay-the 

same-eo 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 liabilit'y." 

Section 17. Section 15-30-142, MCA, is amended to 

read: 

•15-30-142. Ret~r"~--aftd-paymeftt-of-t8x----pena%ty-a~d 

intere~t----ref~ftds----eredits Filing of returns. (1) Every 

sift~%e--individttel-and-every-married-individtlal-not-£ii~n~-a 

;o±n~-r~~~rn-with-his-or--her--spo~~e--and--ha~±n9--a--9ros~ 

ineome-£or-~he-taxable-year-of-more-than-$lt999,-as-adjtt~ted 

~nder---the---prov±~ion~--or--s~b~eet±on--trt,--and--married 

individ~al~--net--filinq--separate--retttrn~--and--havift9---a 

eombined--~ross--ineeme--for--the--taxable-year-o£-more-than 

$i79&&,-as-ad;tt~ted-~nder-the-previsions-ot-s~beeetion--t~t7 

sha±l-be-~iable-ror-a-ret~rft-to-be-filed resident, part-year 

resident, or nonresident deriving any income from Montana 

shall file a taK return, on stteh forms and according to s~en 

rules as the department may prescribe, if that p~-~ 

(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. ~he-~ross 

ineome-amonnts-referred-to-in-the-preeeding--sentenee--shall 

be--inereased--by--$699,-as-adjttsted-under-the-pro~±s±ons-of 

15-36-llitTt-and-tStt-for-eaeh-add±tional-personal-exempt±on 

-34- HB 764 



1 

2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0764/03 

allowanee-~he-~axpayer-is-entitied-to-elaim-Eer-himself--and 

hts--spo~se--~nder-i5-38-iiit3t-and-t4t~-A-neftrestdeftt-shaii 

be-req~i~ed-te-£i%e-a-ret~ra-i£-his--qross--ineome--for--~he 

taxeble-year-derived-from-~o~ree~-within-Montana-exeeeds-the 

amount--ot--the--exemption-fted~etion-he-is-entitied-to-elaim 

£or--himsel£--and--his--spoHse--Hnder--the---provisions---o£ 

iS-38-liitzt7---t3t;--aftd--t4t7--as--prorated--aeeordtng--to 

iS-38-lizt6t~ 

ti7--fn-aeeordanee-with-instr~etions-set-forth--by--the 

department7--every--taxpayer--who-is-married-and-iiving-with 

httsband-or-wife-and-is-reqHired-to-f±le-a-ret~rn-may,-at-hie 

or-her-optionr-f±ie-a-joint-return-with-h~~band-or-wife-even 

~ho~gh-on~-of-t~e--~po~se~--has--nei~her--gros~--ineome--nor 

ded~c~ions~--if--a--;oint--ret~rn--is-made7 -eh~-tax-~hai~-be 

compn~ed-on-the-aggregate-taxab~e-ineome-and--the--liabiiity 

vith--respeet--to--rhe--tax-sheii-be-;oint-end-severai~-if-a 

;oint-ret~rn-hes-been-fiied-for-e-te~abie-year,-the--spottses 

may--not-fiie-separate-retttrns-after--the-time-for-fiiing-the 

retbrn-of--either--hes--expired--ttnless--~he--department--so 

consents~ 

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

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 s~eh taxpayer is unable to make his ovn 

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

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

the person or property of such taxpayer. 

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

subject to the provisions of 15-30-202 and 15-30-241, shall 

compute the amount of income tax payable and shall, at the 

time of filing the return required by this chapter, pay to 

the department any balance of income tax remaining unpaid 

after crediting the amount withheld as provided by 15-30-202 

and/or any payment made by reason of an estimated tax return 

provided for in 15-30-241; provided, however, the tax ~o 

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 shaii-be is entitled to a re~und 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 ~here~e£ere 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 ftftftttm month or fraction thereof 

-36- HB 764 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0764/03 

on the additional tax. %n-~nch-ease-~h~~~-skall-~ There is 

no penalty because of stteh the understatement, p[ovided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

tTt--By--NeveMber--1-of-each-year,-the-department-shal% 

m~ltiply-~h~-minimttm-amean~-ef--gross--~neome--neeessi~at±n~ 

the--£iliftg--ef--a--~etu~n--by--the-in£lation-£aetor-for-the 

taxable-yearo-~hese-adjttsted-amottnts-are-effeetive-for--that 

taxable--year 7 --and--persons--having-gross-ineomes-less-than 

these-adj~sted-amounts-are-not-required-to-file-a-retttrn. 

t8t--lnd±vidttal-ineome-tax--£orms--dis~ribtt~~d--by--the 

department--£or--e8eh-taxable-year-mttst-contain-±n~troetions 

and-tabl~s-based-on-the-ad;ttste~--ba~e--year--strttetttre--£or 

that-taxabi-e-yearT .. 

Section 18. section 15-30-144, MCA, is amended to 

read: 

•15-30-144. Time for filin9 -- extensions of tiae. trt 

Returns sha%% must be made to the department on or before 

the l5th--day--o£--the-4th-month-£eliow±ng-the-elo~e-o£-the 

taxpayer~s-risea%-year,-or-±f-the--retttrn--is--made--on--the 

bas±s-ef-the-ealendar-yearr-then-the-retttrn-sha%%-be-made-on 

or--be£ore--the-l5th-day-o£-Apr±l-£ollow±ng-the-elo~e-o£-the 

calendar-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~i must set 
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forth sttch facts as the department considers necessary for 

the proper enforcement of this chapter. There shall must be 

annexed to stteh 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 

shall must be furnished by the department upon application, 

but failure to secure the form shall does not relieve any 

taxpayer 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. 

trt--An-att~ematie-6-mo~~h-ex~ension-of-time-for--£iling 

a-rettt.r-n-is-a-l±owed-;-pr-ovided-the:t-on-or-before-the-doe-dete 

of--the--retttrn,--en--epp~~ee~ion-i~-made-on-~orm~-avaiiab~e 

frem-~he-depsr~ment-or-in-writin9-to-the-department." 

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

read: 

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

running of the statute of limitations provided for under 

15-30-145 shall be suspended during any period that the 

federal statute of limitations for collection of federal 

income tax has been suspended by written agreement signed by 

the taxpayer or when the taxpayer has instituted an action 

which has the effect of suspending the running of the 

federal statute of limitations and for 1 additional year. 

If the taxpayer fails to file a record of changes in federal 
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taxable income or an amended return as required by 

15-30-304, the statute of limitations shall 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 adj~~t~d 

4ress net taxable income stated in the return, the statute 

of limitations &h8li does not apply for 2 additional years 

from the time specified in 15-30-145. 11 

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

read: 

•IS-J0-156. Deduction for contributions to child abuse 

and neglect prevention program. A taKpayer filing an 

individual income tax return who-doe~-not-eieet-to-take-the 

stand8rd--ded~etten--p~ev~ded--£or--in--%5-39-iii 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 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 contribution with the timely filin9 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 disclosed in any 

report or return required under this chapter or any other 

information secured in the administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or unde[ this chapter. 

(2) The officers charged with the custody of such 

reports and returns shall not be required to produce any of 

them or evidence of anything contained in them in any action 

or proceeding in any court, except in any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or such other act when the 
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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 so 

much of said reports or of the facts shown thereby as are 

pertinent to the action or proceedings and no more. 

(3) Nothing herein shall be construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items thereof; or 

{c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 

any taxpayer who shall bring action to set aside or review 

the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 

provisions of 15-30-311 and 15-30-322. 

(4) Reports and returns shall be preserved for 3 years 

and thereafter until the department orders them to be 

destroyed. 

(5) Any offense against subsections (l) through (4) of 

this section shall be punished by a fine not exceeding 

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

year, or both, at the discretion of the court, and if the 
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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 income of any individual or supply him with 

information concerning any item of income contained in any 

return or disclosed by the report of any investigation of 

the income or return of income of any individual, but such 

permission shall be granted or such information furnished to 

such officer or his representative only if the statutes of 

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

be, grant substantially similar privileges to the proper 

officer of this state charged with the administration of 

this chapter. 

(7) Further, notwithstanding any of the provisions of 

this section, the department shall furnish~ 

tat--~e--tne--department--o£--jus~iee--8ll--in£ormation 

neeeeeery--to--*denti£y--tftese--persons--qualifyin9--for-the 

additional-exemption-for-biindness-pursuent-to-l5-39-llit4t 7 
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fer-~he-parpo~e-of-enabling-ehe--departmen~--ef--jastice--te 

admiftister-the-provisions-e£-6i-5-%95~-and 

tbt to the department of social and rehabilitation 

services information acquired under 15-30-301, pertaining to 

an applicant for public assistance, reasonably necessary for 

the prevention and detection of public assistance fraud and 

abuse, provided notice to the applicant has been given." 

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

read: 

•ls-30-321. Penalties for violation 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 imposed a penalty of 5\ of any balance of tax 

unpaid with respect to s~eh the return as of its due date7 

b~t--in--ne--event--shali--the~p~nalty-for-Eailur~-to-file-a 

return-by-i~s-d~e-date-be-i~ss-than-$So or $10, whicheve~ 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 JOt 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 violating any requirement 

imposed by this chapter, fails to pay any tax on or before 

its due date t8eterm±ned-w±th-regar8-te-a"-exten~ion-oE-eime 

granted-for-fil~ng-the-r~~~r"t' there shall be added to the 

tax a penalty of ~9' 5\ of said the tax7-bttt-not-l~ss-ehan 

$5 7-and-~nte~est. 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-annttm 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. 

(2) If any person fails, purposely or knowingly 

violating any requirement imposed by this chapter, to make a 

return of income o~ 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\ 

thereof 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, corporation, or partnership or any 

officer or employee of any corporation ot member or employee 

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

department the~e~nder 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 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~7-and 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 b~ 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 negligence on the part of the 

taxpayer but without fraud, there shall be added to the 

amount of the deficiency 5\ ~ftereof;-provided,-however,-tftat 

no-deE±ei~ftey-penalty-sha%l-be-%ess-than-$~ of the tax. 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 will be computed at the rate of 9% 1L! 

of 1\ per aftft~m 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 ~hereon on the 

amount due at the rate of 9' ~ of 1\ per a~~tlm 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 computin9 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 year in the maintenance and 

operation of its business and properties, including 

reasonable eiiowance 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 ate 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 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 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 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 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 los~ deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryov~rs to SHeft the taxable period piHs--the--net 

opera~in~--ioss--earrybfteks-to-~aeft-~aMeble-period. 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) ef 

~his-a~bseetion. If for any taxable period be~inning--af~er 

Beeember--3~T--l9i9, a net operating loss is sustained, sueh 

the loss shnll-be-a-ne~-operatin9-loss-earrybae~-to~-each--o£ 

~he--three--~axable--periods-preeed~n9-th~-taxeble-pe~iod-of 
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operating loss earryover 

five three taxable periods 

of stteh the loss. A net 

operating loss sustained for any taxable period ending after 

December 31, 1975, ~n-addition-to-bein9 and beginning before 

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

each of the three preceding taxable periodsy-shall-be and a 

net operating loss carryo•er 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 

this-sttbseetieft 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 

~(i) ef-this-s~bseetien shall be as follows: 

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

(B) The deduction for depletion shall not exceed the 

-49- ail 764 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

amount 

method. 
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whiCh would be allowable if computed under the cost 

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 ~et~~n-e±aimi~q-~h~-net-operating 

~e~~-earryov~r-is-£ired 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 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 ear~yover 

carryforward. 

tvit-The--net--o~e~a~in9--ioss--ded~etioft--~hal%-not-be 

allewed-with-re~pee~-~o-taxable-per±od~-whieh--ended--on--er 

before--Beeember--3l,--r9i9,--b~t-~h8ll-be-allewed-enly-vi~h 
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respee~-~c-eaxabl~-perieds-beginning-on-or-areer-danua~y--~7 

i9TiT 

(3) 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 purposes. 

(4) The amount of interest paid within the year on its 

indebtedness incu~~ed 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 imposed 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 portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(7) (a) Except as provided in subsection illlb)' 

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 subsection. 

(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 technological equipment or a.pparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Jtontana if: 

(a) the contribution is made lltl later than 5 yea~s 

after the manufacture of the dondlE>d 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 

ffi(b} o£-tnis-stthseeHon-tBt." 

NEH-SB€T%6N~--~+en-2~--Bedtte~~ons--no~-ar~wed~--rn 

eomp~t±ng-ne~-ifteeme,-the-ded~et±on~-elloved--for--di~ide~ds 

~nde~--seetions-i43-thro~gh-~45-o£-the-fnterna~-Reventte-€ode 

are-no~-dedue~ib%e-£~om--gross--ifteome--Hnder--this--ehapter 

unless-etherwise-provided-in-this-titlea 

Section 25. Section 15-31-121, MCA, is amended to 

read: 

•15-31-121. Rate of tax -- alternative •inimum tax 

s~~~ex. (1} Except as provided in subseet±e~ subsections (2) 

and (3), the percentage of net income to be paid under 

15-31-101 shall be 6-3f4t 6-±fE% ~ of all net income 

for the taxable period. Tlle--rate--set--forth--ift--this 

s~bseetion-t%t-sha%±-be--eEfeetive--fer--all--~axable--years 

ending---en--er--a!ter--Pebr~ary--28,--191%•--This--rete--ie 

retroaetive-to-and-e££eeti¥e-for-all-taxabie-years-ending-on 

or-aEter-Pebruary-iB,-~911• 

(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. 

t3t--Every-eorporation-subjeet-to-taxat~on--dftaer--~his 

par~-shall7-±n-any-eveftt7-pay-a-mift~mum-tax-of-not-less-than 

$58~ 

t4t--Aeter---the--amo~nt--of--tax--~iab±;±ty--has--be~ft 

eomputed-dnaer-subseetions-t;t-throu~ft-t3t,-each-eorporation 

subjeet-to-taxat~oft-under-this-~art-sha~l-add,-as--a--sur~ax 

for--tax--year-19887-4%-of-the-tax-liabi~ity,-aftd-the-ameunt 

so-derivea-is-the-amouftt-due-the-state. 

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

all corporations filing tax retur~s pursupnt 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 corporation'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 or 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 

adjustmentsf 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 mlnimum tax shall be: 

(i) 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-JOli or 

(ii} 6t 4\ of the amount computed under subsection 

(2)(b) in the case of a co~poration that is subject to 

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

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. •• 

NEW-SBe~£9N•--~~ieR-27.--B~Y~de~--e~ed~t~----t~r---A 

eorporatieft--s~b;~et-to-tax-as-provided-±n-this-ehapter-that 

reeei•es--a--eas~-~divideftd--fre~--a--membe~--of--the---same 

affi%iated--9ro~p-that-is-eiee-s~b;eet-to-taK-as-previded-in 

~hie-ehapter-is-entitled-te-a--tax--eredito--~he--eredit--is 

@qttal-to-tne-tax-rate-provided-in-l5-3l-l~ltlt-mtt±tiplied-8y 

~fte--amottftt-ef-the-dividend-andr-in-the-ease-ef-a-m~ltistate 

eorporation,-aise-~~%tip%ied-by--the--Montana--apportionment 

ratio-of-the-payee-eerporatienT 

t~t--'l'he--er@dit--is--refttftdabie--ift--tne--year--it--is 

e%aimed7-to-the-extertt-tha.t-it-exeeeds-what-wottld--ot:herwise 

be--the--tax--liability--of--the--reeipient-pttrsttant-to-this 
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ehapter• 

f3t--~n@--t@rm--•affiliated--grottp~--as--ttsed--in--thi!l 

aeetion--has--the-same-meaning-as-ttsed-in-seetion-i564tattlt 

ef-the-fnternai-Reven~e-eod~· 

Section 26. Section 15-31-202, MCA, is amended to 

read: 

•lS-317202. Election by small business corporation. 

(1) A small business corporation may-eieet that has made a 

valid election under subchapter s. of Chapter 1 of the 

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

imposed by this chapter. 

tit--Xf--a-small-bttsi"ess-eorporatioa-moke~-~n-eleetion 

under-sttbseetion-tltr-~hen~ 

tat--with--respeet--to--the--ta~able---yea~s---of---the 

eorporation--£or--wh±eh--stteh--eiee~ion--ie--in-e£feetr-s~eh 

eorporation-is-not-sttb;eet-~o--the--taxes--±mposed--by--this 

ehapter--andr--with--respeet--to--s~eh-taxable-years-and-aii 

stteeeeding-taxable-years,-the-provisions-oE-this-part--appiy 

te-e~eh-eorpo~ation;-and 

tbt--with-respeet-to-the-taxable-years-of-a-sharehoider 

or-s~eh-eorporation-in-whieh-or-with-w~ieh-the-taxable-yea_rs 

o£-the-eorporation-for-whieh-stteh-eieetioft-is-in-e££eet-end, 

the--provisions--of-this-part-apply-to-stteh-shareholderr-and 

with-respeet--to--sueh--taxable--years--and--ail--stteeeedin9 

taxab%e--years7--the--provisions--of-this-pa~t-apply-to-sueh 
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shareholder• 

t3t--An-elee~ieft-~ftder-s~bseetion-t!t-must-b~--mafte--in 

aeeordanee--with--rttles--~reseribed--by--the--department--o~ 

reven~eT 

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

election under subchapter S~ of Chapter 1 of the Internal 

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

of its first taxable year a copy of the internal revenue 

service notification or other proof that a valid federal 

election has been made. If 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 notification 

that making the election subjects income to tax under both 

Title 15, chapter JO, 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 must be filed 

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

which the revocation is to be effective. 

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

corporate net income or loss of ~tleh--eleeting the 

nonelecting small business corporation is included in the 

stockholders' adjtl~ted--gro~s taxable income as-defined-in 

%5-38-ill. 

(5) Every electing 

corporation is required 

required by 15-31-204." 

Section 27. Section 

read: 

nonelecting small business 

to pay thft ~ minimum fee of $10 

15-31-204, MCA, is amended to 

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

unaffeeted. Notwithstanding the provisions of 15-31-121 

corporations electing--and qualifying under 15-Jl-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 money~ money collected under 
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15-31-551 aftd--lS-~t-552--sha%%-be is required to reimburse 

the department of revenue for costs involved in the 

preparation of the copies and certificates. All saeft-moneys 

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

general fund." 

Section 29. Section 15-31-554, MCA, is amended to 

read: 

•ts-31-554. Returns to which sections apply. The 

provisions of 15-31-551 throttgh and 15-31-553 shall apply to 

all returns on file and all returns ~o-be filed hereaf~er 

after December 31, 1988." 

Section 30. Section 33-27-101, MCA, is amended to 

read: 

"33-27-101. Short title. Sections 15-30-107, 

l5-38-li~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, MCA, is amended to 

read: 

"33-27-102. Purpose. The purpose of 15-30-107, 

lS-~8-li~, 15-31-117, 15-31-118, and this chapter is to 

create a means by which small businesses operating in 

Montana may establish independent liability funds to set 

aside assets or make investments to meet any liability 

claims that might be made against the small businesse_s by 

third parties." 
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Section 32. section 33-27-103, MCA, is amended to 

read: 

"33-27-103. Definitions. As used in 15-30-107, 

%5-38-%i?, 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 filinq 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 claim" means 

action by a third party asserting a 

for a wrong done to it by a 

independent liability fund. 

any legal or extralegal 

right to compensation 

small business with an 

(4) "Small business" means any conunercial 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. 

(5) "Third party" means a p@rson other than an 

employee or the management of a small business or of a 
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a small 

Section 33. Section 53-2-101, MCA, is amended to read: 

•sJ-2-101. Definitions. Unless the context requices 

otherwise, in this chapter the following definitions apply: 

(1) "Department" means the depactment 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) 11 Needy person" is one who is eligible for public 

assistance under the laws of this state. 

(5) 11 Net monthly income" means one-twelfth of the 

difference between the net income for the taxable year as 

the--term--net--ineome-i8-derined-in-%5-36-%6% 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 living 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 definition shall supersede the foregoing 

definition." 

Section 34. Section 67-ll-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 stteh ~ 

form and upon ~~en terms as it may determine, payable out of 

any revenues of the authority, including revenues derived 

from: 

(a) an airport 

facilities; 

or air navigation facility or 

(b) taxes levied 

for airport purposes; 

pursuant to 67-11-301 or other law 

(c) grants or 

government; or 

(d) other sources. 

contributions from the federal 

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

authority, without an election and without any limitation of 

amount, except that no s~eh bonds may be issued at any time 

if the total amount of principal and interest to become due 

in any year on ~tleh ~ 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 year as estimated in the resolution authorizing the 

issuance of the bonds. The authority shall take all action 

necessary and possible to impose, maintain, and collect 

rates, charges, rentals, and taxes, if any are pledged, 

sufficient to make the revenues from the pledged source in 

s~eh the year at least equal to the amount of aueh 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 herei" 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 

saeh principal and interest are payable. 

(4) Bonds issued by an authority or municipality 

pursuant to the provisions of this chapter are declared to 

be issued for an essential public and governmental purpose 

by a political subdivision within---th~--meaning--o£ 

~5-38-~~ttittat. 

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

or municipality may by resolution make and enter into any 

covenant, agreement, 

additional powers 

or indenture and may exercise any 

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)F the governing body of any municipality 

having a population in excess of 10,000, with respect to 

bonds issued pursuant to this chapter by the municipality or 

by an authority in which the municipality is included, may 

by resolution covenant that in the event that at any time 

all revenues, including taxes, appropriated and collected 

for ~Heh 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 

~~eh 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 stleh the bonds, it 

will levy a general tax upon all the taxable property in the 

municipality for the payment of Stleh the defici~ncy~y-8ftd 

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 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 !!t:teh the bonds in stt.eh ~ 

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-s~eh A resolution b@eomes 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 or to levy a tax for the 

payment of deficiencies pursuant to this section, but sHeh 

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 I. 

NEW SECTION. Section 37. 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 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. 

t3t--tSections--i5--and-i~7-are-intended-to-be-codi£ied 

as-an-±nteg~ai-pa~t-o£-~±tl~-l57-ehapte~-3i 7-pa~t-r1-artd-the 

p~ev±~~orts-of--~±tle--i57--ehepter--3i7--pa~t--i 7 --epply--to 

tseetions-i5-and-i~t~ 

t4tlll 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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1 {this act] is invalid, all valid parts that are severable 

2 froa the invalid part remain in effect. If a part of (this 

3 act] is invalid in one or more of its applications, the part 

4 remains in effect in all valid applications that are 

5 severable from the invalid applications. 

6 

7 

8 

NEW SECTION. Section 39. Effective date. [This act] 

is effective on passage and approval. 

NEW SECTION. Section 40. Applicability. [This act] 

9 applies retroactively, within the meaning of 1-2-109, to 

10 taxable years beginning after December 31, 1988. 

-End-

-67- HB 764 


