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J~/ BILL NO. ~ 
/~/~ INTRODUCED BY 
- (J 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAX LAWS OF THE STATE; REDUCING PAPERWORK FOR THE CITIZENS 

OF MONTANA; ELIMINATING CERTAIN TAXES; REDUCING INDIVIDUAL 

INCOME TAX RATES; REPEALING THE CORPORATION LICENSE TAX 

CLEARANCE CERTIFICATE FEE, THE EXPRESS COMPANY LICENSE TAX, 

THE SLEEPING CAR COMPANY LICENSE TAX, AND THE STORE LICENSE 

PROVISIONS; 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, 

15-20-141, 15-30-142, 15-30-144, 15-30-146, 15-30-156, 

15-30-303, 15-30-321, 15-30-323, 15-31-202, 15-31-204, 

15-31-553, 15-31-554, 23-2-715, 33-27-101 THROUGH 33-27-103, 

35-18-503, 53-2-101, 61-3-524, 61-3-525, 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, 15-31-552, 

15-54-101 THROUGH 15-54-113, 15-56-101 THROUGH 15-56-113, 

AND 15-57-101 THROUGH 15-57-110, MCA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AND APPLICABILITY DATES." 

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 
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may borrow money for any of its corporate Purposes and issue 

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

and upon ~Heh terms as it determines, payable out of any 

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 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 ~tleh the bonds and on any then outstanding bonds 

for which revenues from the same source are pledged exceeds 

the amount of S~t:leh ~-~edged 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 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 
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otherwise provided in this part, any bonds issued pursuant 

to this part by an authority may be payable as to principal 

and interest solely from revenues of the authority and shall 

state on their face the applicable limitations or 

restrictions regarding the source from which stteh the 

principal and interest are payable. 

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

municipality pursuant to the provisions of this part are 

declared to be issued for an essential public and 

governmental purpose by a political subdivision within-~h~ 

meaning-of-i5-36-illt~7taj. 

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

county, or municipality may by resolution make and enter 

into any covenant, agreement, or indenture and may exercise 

any additional powers authorized to be exercised by a 

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

sums required from time to time to pay principal and 

interest and to create and maintain a reserve for the bonds 

may be paid from any revenues referred to in this part, 

prior to the payment of current costs of operation and 

maintenance of the facilities." 

Section 2. Section 7-34-2416, MCI\, is amended to read: 

R7-J4-2416. 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 
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and governmental purpose by a political subdivision -~~h~n 

the-mel!ning-of-l5-36-Uit~H"7·" 

Section 3. Section 13-37-218, MCA, is amended to read: 

"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 l5-30-101t8t 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. (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 

-4-



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 1128/01 

when the filing is done within 5 days of the date specified 

for filing the return or statement and for the late payment 

of any tax collected by the department when the payment is 

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 

notified until 

liability from 

the department 

the date the department is 

sends the statement of 

increased tax liability to the taxpayer.N 

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

"15-30-101. Definitions. For 

chapter, unless otherwise required 

the purpose of this 

by the context, the 

following definitions apply: 

tZt--nsa~e-year-strtleetlreu-mean~-tfte-~o±rowiftq-e±emeftes 

o£-the-±~eome-eax-~e~tte~ttre~ 

tat--the--tax--braeke~~--eeeeb±±~hed--±n-15-36-±63,-bat 

ttnadjtt~ted-by-~ttb~eet±o~-t~t-of-l5-36-%B37-~n-eEEeee-o"-dtlne 
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39-o£-the-~axae±e-year1 

tbt--the--exemp~~on~--eontained---in---±5-36-±±%7---~~t 

tlna~;tteted--by--~ttb~eet±one--tTt--and--tSt--o£-YS-36-ll~,-in 

effect-on-dttne-39-o~-ene-taxabie-year; 

tet--the--maximHm--~eandar~---rl~d~etion---prev±ded---in 

i5-3S-l~~7-bttt-ttned~H~~ed-by-~ttb~eetion-tit-o£-i5-36-i~~~-~" 

~££ee~-on-dHne-39-o£-the-t8x8b~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--uaivide~dU--means--any--di~t~±ettt±on--made--by---a 

eorpo~ation---oHt---o£---its--e8~n±n9~--or--pro£it~--to--±ts 

~harehelders--or--members,--whether--in--eash--or--±n--oehe~ 

property--or--±n--~toe~-o£-tke-eorporat~on,-other-than-stoek 

d±~±dend~-as-kerein-defined.--useoe~--d±v±dendsu--means--new 

~toe~---±sstted,--£or--sarp~as--or--prof±te--eapita~ized,--to 

shareholders-±n-proportion-eo-their-previoHs-ho±d±n~s~ 

t5t ill "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. 

t6till "Foreign country" or "foreign government" means 

any jurisdiction other than the one embraced within the 
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United States, its territories and possessions. 

t~t--ns~o~~-i~eom~tt-mea"~-~he-taxpayer~3--9ro~~--±fteome 

for--£ederaT-t~eome-tax-ptl~po~e~-a~-de~±ned-in-~eet±o~-6T-o£ 

the-£"ternal-R~venne-eode-o£-T954-or-a~-that-~eetton-may--be 

~abeied--or--amended,--exeind±n9--tlnemp±oy~ent--eompensation 

±neitlded-±n-fede~a±-9~0~~-±neome--tlnder--the--prov±s±on~--of 

~eet±on--85-o£-the-internal-Re~enne-Eode-of-±954-a~-amendedo 

tBtill "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. 

t9t_LiU_ "Information agents 11 includes all individuals 1 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, employers, and all officers 

and employees of the state or of any municipal corporation 

or political subdivision of the state, having the control, 

receipt, custody, disposal, or payment of 

salaries, wages, premiums, annuities, 

renumerations, emoluments, or other fixed 

interest, rent, 

compensations, 

or determinable 

annual or periodical gains, profits, and income with respect 

to which any person or fiduciary is taxable under this 

chapter. 

(7) "Internal Revenu.e Code" means the Internal Revenue 

Code enacted August 16~ 1954, and r~des_!9_!:1ated . ~~--the 

-7-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1128/0l 

"Internal Revenue Code of l98~_'~ __ by section 2 of Public Law 

99-514, as that code may be amen~ed from time to time by the 

United States congress. It is the specific intent of the 

!~_islat_~~h_?_t all amendments by the United States 

congress must be incorporated into the co~text of any 

section of Title 15 referring to the Internal Revenue Code. 

tl:Btill "Knowingly" is as defined in 45-2-101. 

{9) "Nonresident" means every individual other than a 

resident. 

t%%t-uHe~--~neomeu-meBns-t"e-adjttsted-9~0~~-±neome-o£-a 

taxpoye~-le~~-the-ee~tlettons-al:lowed-by-th±~-eh8pte~. 

ti-i!t!l.Ql "Paid", for the purposes of the deduct ions 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. 

tBtill1 "Purposely" is as deE ined in 45-2-101. 

tt4t~ "R€!ceived", for the purpose of computation of 

taxable income under this chapter 1 means received or accrued 

and the term "received or accrued" shall be construed 

according to tne method of accounting upon the basis of 

Which the taxable income is computed under this chapter. 

fl:5tl!.ll "Resident" applies only to natural persons and 

-a-
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includes, for the purpose of determining liability to the 

tax imposed by this chapter with reference to the income of 

any taxable year, any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

from the state and has not established a residence 

elsewhere. 

ti6t-n~axaeie--~neomen--means-the-aa;~eted-~ro~s-ineome 

o£-a-taxpaye~-lese-tne-ded~et±one--and--exempt±ene--provided 

£or-±n-th±s-ehapte~o 

tl~ti!!l "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

tl:Bt ~ "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 t.o read: 

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

levied, collected, and paid for each taxable year commencing 

on~or after December 31, ~968 1989, upon the Montana taxable 

income of every taxpayer subject to this tax~,-a£ter-ma~±n9 

ellowanee--~er--exe~ptio~s~-and--dedtteti~~~--as--herei~a£~er 

provided7--a-tax-on-the-£ol~owi~9-brae~et~-of-taxable-tneome 

a~-ad;~~ted-~nder-~ub~eet±on-t~t-at-the-£oi±ow±n9-rates~ 

tat--on-the-fir~t-$±,996-o£-ta~able-±neome-~r~any--par~ 

tl'\e-reofy-i!'fs; 
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fbt--on--the--next-$%rS89-e£-taxabie-±neome-or-any-par~ 

th.ereo£,.--3%; 

tet--on-the-next-$~7066-oi-texable-ineome-or--eny--par~ 

thereoi 7 -4%; 

tdt--on--the--next-$2,999-o£-taxabie-±neome-or-any-par~ 

tl'iereof,-S%-;­

tet--on-th.e-~ext-$~,998-of-taxab%e-ineome-or--any--part 

the"t"eoir-6%1" 

t£t--on--the--next-$~r999-of-taxabie-ineome-or-a~y-part 

thereof,-7%; 

tgt--on-the-nex~-$4,999-o£-taxable-income-or--any--par~ 

~h.ereof,.-8%; 

t ht- -on --the-~next-$ 6,988 ·-or -t:l! xe bie-i:~eome-or -any-part 

th.ereof,--9%: 

tit--on-the-next-$l5r889-of-taxabie-±~eome-or-any--pert 

t:hereofr-t9%-;­

tjt--on--eny-taxabie-~neome-±n-exeess-of-S3S,e98-or-any 

part-the't"eef,-i~%~ The tax must be determined in accordance 

with subsections (2) throu~_j_~ 

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

surviving spouses as defined in section 2(a) of the I0~ernal 

Revenue Code is: 

(a) 3% of the first $4,000 of taxable income or any 

part thereof; 

Jb) 5% of the next ~8,000 of taxabl~_ income or any 

-10-
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part thereof; 

(c) 8% of any taxable income in excess of $12,000. 

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

(a) 3% of the first $2,000 of taxable income or any 

~--tJ~reof; 

i~- 5% of the next $4,000 of taxable income o~ 

part thereof; 

(c) 8% of_ any taxable income in ex~ess of $6,000. 

(4) The tax for a single person is: 

(a) 3% of the f!!st $2,400 of taxable income or any 

part thereof: 

(b} 5% of the next $4,800 of taxable income or any 

part thereof: 

(c) 8% of any taxable income in_excess of $7,200. 

(5) The tax for a head of ~ousehold, as that 

designation is used in the Internal Revenue Code, is. 

~~ of the first $3,200 of taxab~e income or any 

part thereofl 

(b} 5% of the next $6,400 of taxable income __ or any 

part thereof; 

(c) 8\ of any taxable income in excess of $9,600. 

tit~ By November 1 of each year, the department 

shall multiply the bracket 8MO~ftt amounts contained in 

~~b~eetion--txt subsections (2) through (5) by the inflation 

factor for that taxable year and round the cumulative 
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The resulting adjusted 

that taxable year and 

shall be used as the basis for imposition of the tax in 

~tle~eet±eft-t±t-eE-thie-seetioft subsections (2) through (5). 

LLL~xcept as provided in subsection (8), the 

taxpayer's fi!,!-.!19..S"tatus as reported on his federal return 

must be used for purposes of determinin~e Montana tax 

rate in subsections {2) through (~t~ 

(8) Montana taxpayers who are both residents and 

nonresi~ents and who file jointly for federal purposes shal~ 

file separately.'' 

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

MlS-30-105. Tax on nonresident alternative tax 

based on gross sales. (l) A-like-ea~-ie-~mpo~ed--~po~--eve~y 

~er~on--not--~esident--o£--this--ee8te,--wnten--tax-~h~ii-be 

levied 7 -eoileeted7 -and-p6id-annttaiiy-at-t~e-ratee--speetfied 

in-lS-39-!93-w±tn-~espeet-to-hi~-entire-net-ineome-a~-here±n 

defined--£~o~--aii--p~eperty--owned-and-£rom-eve~y-btlsine~~~ 

trade,-profes~i~n7-er-eee~pat~on-ea~ried-on-in--th±s--etsteo 

Ev~_y ___ nonresident and part-:-.Y~~r-~?:_i_~ent is subject to the 

tax imposed ~y __ lS-30-103 on all i~_co_~if! __ from every business, 

trade, profession, or occupation carried_on in the state and 

on all income, including interest, der i~_~<}.-~~~ .~n_y property 

in the state. 

(2) Pursuant to the provisions of Article III, section 

-12-
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2, of the Multistate Tax Compact, every nonresident taxpayer 

required to file a return and whose only activity in Montana 

consists of making sales and who does not own or rent real 

estate or tangible personal property within Montana and 

whose annual gross volume of sales made in Montana during 

the taxable year does not exceed $100,000 may elect to pay 

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

sales made in Montana during the taxable year. S~eh The tax 

shall--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 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 

-13-
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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 

reported on a tqxpayer•s federal return for the taxable year 

is the starting point for calculating the taxpayer's Montana 

taxable income. A taxpayer who uses the federal standard 

deduction to calculate federal taxable income ~hall also use 

the federal standard deduction, subject to the applicable 

adjustments in subsections {2) and (3), to calculate Montana 

taxable income. A taxpayer who uses the federal itemized 

deductions to calculate federal taxable income shall also 

use the federal itemized deduction, subject to the 

applicable adjustments in subsections (2} and (3} '· to 

calculate Montana taxable income. 

(2) The following additions to federal taxable income 

are 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 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 

--14-
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that the state is prohibited from taxing to the extent the 

losses have been dedu;·ted to compute federal adjusted gross 

income. 

(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) $3,300 for married taxpayers filing jointly or for 

a taxpayer filing as a surviving spouse; 

(ii} $1,650 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}; 
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(d) to the extent included in federal adjusted gross 

income, 40% of capital gains on the sale or exchange of 

capital assets before December 31, 1986, if the gain is 

calculated under subchapter P. of Chapter 1 of the Internal 

Revenue Code as it read on December 31, 1986; 

(e) 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 

employment; 

(f) 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. 

t9) benefits not in excess of $3,600 received as an 

annuity, pension, or endowment under any retirement plan or 

system; 

{h) all Montana income tax refunds or credits; 

(i) gain required to be recognized by a liquidating 

corporation pursuant to 15-31-lll(l)(a)(ii); 

(j) net railroad benefits to the extent federal law 

preempts this income from state taxation; 

(k) salary received from the armed forces by residents 

and nonresidents who are on active duty; 

{1) income of an enrolled tribal member while living 

and working on a federally established Indian reservation to 
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the extent federal law preempts this income from state 

taxation. 

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

read: 

•15-30-121~ Deductions allowed in computing net 

income. In computing net income, there are allowed as 

deductions: 

tZt--the-±~em~-re£err~d-to-±n-~eet~o~e-~6%-and--~Zl--o~ 

the--£nternat--Reventte--eode-of-r9;4,-er-a~-seet±on~-T6T-and 

~rr-~~~tt-be-tabeied-or-a~ended,-~ttbjeet--to--the--£o!tewin9 

exeeptione--whieh-are-not-deduetib~e~ 

tat--±teme-pro~ided-for-in-%5-39-1~37 

tbt--state-±neome-tax-paid; 

t%t--federal--±neome--tax-pa±a-w±thin-the-taxabte-year7 

t3t--expenses-o£-ho~eehotd-and-dependent-eare--serviees 

a~-otttlin~d-in-~~b~eet±on~-t3ttat-throa9h-t3ttet-an0-~nbjeet 

to--the--~imitetions--and--rttle~--o~--~et-ottt-in-~nb~~etion~ 

t3ttdt-th~otlgh-t3ttft-a•-fo%%ow•~ 

tat--~xpen~es-Eo~-hott~~holrl-and-dependent-eare-~~r~±ee~ 

neee~~ary-Eor-9einftt~-employment-±nearred-for~ 

t±t--e-dependent-ttnder-%5-yee~~--of--a9e--£er--whom--an 

exemption-can-be-claimed; 

tiit-a---depe~de~t--a•--a!!owab!e--tl~der--%5-39-%i~t5t• 

exeept-that-the-limitetion~-£or-a9e-and-9ro~~-ineome-do--not 

applyr-who-i~-ttnahle-to-eare-~or-himsel£-beean~e-o£-phy~ieal 
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o~-mental-illne~~;-and 

tiiit--a--spottse--who--i~--ttnable--to--eare--for-him~elf 

beean~e-o£-phys±eal-o~-mental-il~ne~~~ 

tbt--employment-related--expen~e~--inenrred---Eor---the 

£oTTowinq--~erviees 7 --bat-only-i£-~neh-expenses-are-inettrred 

to-enable-the-taxpayer-to-be-qainfttlly-employe~~ 

tit--hott~eholO-ser~ice~-whieh-are-attribntable--to--~he 

ea~e-o£-the-q~aii£y±nq-individnalr-and 

t±±t-eare---o£~--a~---±ndi~id~a%--who--qna~±fies--ttnder 

~tteseet±on-t3ttat7 

tet--expen~e~-±ne~r~ed-±n-mainta±nin9--6--hottsehold--if 

over--ha~~--o~--the-~eost--of--maint~+n+nq--the-hottsehold-i~ 

£nrni~hed-by-an-individ~a%-er1-±£-the-ind±v±dtta%-±~--marr±ed 

dttrin9-the-ap~lieab±e-per±od,-is-£ttrn±~hed-by-the-in~ividttal 

and-his-~pottse; 

tdt--the---amottnts---dednetible--±n--sttbseetien--t3ttat 

throttqh-t3ttet-are-sttbjeet-to-the-£ollowin9-l±m±tat±~ns~ 

t±t--a-dedttet±on-is-allowed-ttnder-~ttbseet±on-t3ttat-for 

employment-related-expense~-±nenrred-d~rin9-the year-only-to 

the-extent-~tte"-expense~-do-not-exeeed-?4t8e9; 

t±±t-expen~e~--for--ser~±ees--in--the---hott~eheld---are 

dednetibie--~nder--sttbseetion--t3ttat-£or-employment-related 

expenses-only-±£-they--are--±nettrred--£or--ser~±ees--±n--the 

taxpayer~s---"ottsehold,---exeept---that---employment-releted 

expense~--±nettrred--£or--ser~±ee~--ont~±de--the---taxpayerLs 
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bo~sehoid--are-dedttet~bie,-bttt-on%y-if-inettrred-£or-the-eare 

of-o-qoai±fy±ng-±ndiv±dttai-de~er±bed-in-sttb~eetion-t3ttattit 

end-oniy-to-the-extent-stteh--ex~en~~~--±nettrred--dor±ng--the 

year-do-not-exceed~ 

and 

fAt--$~7498--~n--the-eBee-of-one-qHai±fy~~~-ind~~±dttai~ 

fBt--$37699-±n-the-ease-o£-tvo-qttait£y±ng--±nd±vidttai~7 

tEt--$4,866--in--the--ease--o£-three-or-more-q~oiiEying 

ind±v±dtta±s7 

tet--±f-the--eomb±ned--ad;osted--gros~--±neome--of--the 

taxpayers--exeeed~-~i8r999-for-the-to~a~ie-year-dttr±ng-wh±eh 

the---expenses---ere---±nettrred7---the---amottnt----of----the 

employment-reiated--expeft~e~--i~e~rred--M~~e--b~--redtleed-by 

Ofte-half-of-ehe-exees~-of-the-e~mbifted-adjtl~ted-gro~~-i"eome 

o~er-$18,999; 

tft--£or-pHrpo~e~-of-this-eHheee~ion-t3}~ 

t±7--married-coHpiee-shei±-£ile-a-joint-ret~rn-or--£iie 

separately-on-the-same-form; 

t±±t-±£--e~e--taxpeyer--±s-merr±ea-dttr±~~-ony-period-o£ 

t~e-taxab~e-year,-emp~oyment-reiated-expeft~e~--±ne~rred--are 

aedttet±bie-eniy-±r~ 

tAt--both-epoHeee-are-ga±nrtt%±y-em~%eyed,-ift-whieh-eaee 

the-expenees-are-dedtletib±e-on±y-to-~he-extent-thet-they-are 

a-direet-re~Hit-of-tfte-employment;-or 

tBt--the-spotlee-i~-e-qtta~±fy±ng-±ftd±v±dttal-d•eeribed-in 
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ettbeeetion-t3ttatt±±±t7 

ti±it-an--±nd±v±dtla%--iega%%y-separated-from-hie-spottse 

ttftder-a-deeree-o£-d±voree-or-o£-eeparate-maintenanee-may-not 

be-eoneidered-ae-marr±ed; 

t±vt-the-dedttetio~-fo~-emp±oyment-reie~ed-expe~~e~-M~~t 

~e--divtded--eq~e±ty--between--the---~potlses---w~en---£iii~~ 

eeperate±y-on-the-~ame-£orm7 

tvt--payment--mede--to--a--eh±~d-oE-the-texpayer-who-±~ 

ttnder-±9-year~-o£-a9e-ct-t~e-e~oee-o£-t~e-texahle--yeer--and 

payment~--made--to--an--±ndi¥idHai--with--respeet--to-whom-a 

dedttetion-±~-a%~owab±e-ttnde~-l5-39-ll2tSt-are-not-dedttet±ble 

as-employment-reYated-e~pense~; 

t4t--±n--the---eaee---o£---an---±nd±v±dttal,---pol±t±ea% 

eontr±btttions--determ±ned--in-aeeordanee-w±th-the-p~ov±e±one 

of-~eet±oft~~l8tat-and-tbt-of-the-fnternal-Reven~e-eede--that 

we~e-in-effect-for-the-taxable-year-e~ded-Beeemeer-3±7-!918; 

tStl!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 

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 15-31)-131, MCA, is amended to 

read: 

"15-30-131 .. Hont"esident Nonresident's and temporary 
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re~±den~-taxpayer~----adj~~ted--gro~~ part-year resident's 

taxable income ---dedttet~en~. (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 s~a~i 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-~ame-~hall-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 

gross income from sources within and wi~hOtlt outside this 

state shall be allocated and apportioned under rules 

prescribed by the department. 

tit--~n-~h~-ea~e-o£-e-taxpayer-oth~r-tha~-a-re~±de~t-e£ 

th±~-~tate-who-~~-a-re~±dent-e£-a-~tat~-that-±mpe~~~--a--~ex 

o~-t~e-±~eom~-o£-~attlra~-per~ens-re~idin9-w±thin-that-state 1 

the---de0~etions---allowed---~n--eempttt±n9--net--~neeme--are 

restr±eted-to-those-direetiy-eenne~ted-w±th--the--prodttet±on 

o£-Montana-±neome. 

t3t--In-the-ea~e-of-a-taxpayer-other-than-a-resident-of 

th±s-~tate-who-is-a-re~ident-of-a-state-that-doe~-not-impose 

a--tax-on-the-ineome-of-natttrai-persens-re~id~n9-with±n-that 
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stater-the-dedttet±on~-aiioved-in-eomp~tin9--net--ineome--are 

re~trieted--to-the-greater-of-tho~e-d±reetly-~ela~ing-to-the 

p~odtteeion-or-Montane-ineome-o~-s-pro~ated-amo~nt--er--~no~e 

a±iowed---~nder---lS-39-l~l~---Fo~---t~e--p~rpeses--o£--this 

~~b~eet±~n,-dedtletion~-aiiowed-ttnder-15-39-~~l-apply-on!y-te 

earned-ineome-and-mtt~t-be-prorated-aeeord±ng--te--the--~atio 

that--tne--taxpayerLs--Montana--earned--ineome--bears-to-his 

federal-e~~ned-ineome• 

t4t--A--temporary--res±dent--shall--be--aiiowed---those 

dedttetions-and-the-ered±t-cnder-l5-3~-i99-ai±owed-a-resident 

to--the--extent-that-~tteh-deduetions-or-ered~t-were-aetttaily 

inettrred-or-expended-±n-tMe--state--o£--Montena--dttring--the 

eottrse-of-his-resideney• 

tSt--P~r--the-pttrposes-o£-this-seetion7-uearned-ineomeu 

shall-be-defined-a~-the-same-term-±s-d~fined-in--seet±on--43 

of--the--lnternal--Re¥entte--€ode,--or--as--that--seet±on-may 

subsequently-be-emended. 

t6t--Notw±thstand±ng-the-pro~±s±ons-of-subseetions--tit 

end--f3tr--any-eontribttt±on-mede-a£ter-Beeemher-3±1 -l98r,-to 

the-state-eE-Montana--or--e--pol±tieai---~uhd±~±s±on--theree£ 

~h~ii--h~--an--allowahle--dedtlet±on-±n-eempttt±n9-net-ineome. 

~~~-d~dtte~±on-±s-~ttbjeet-to-th~--i±m±teti~n~--set--forth--±n 

~eetion-±T9-of-the-fnternat-Reve~ue-€o0e-o£-±954r-as-~abe~~d 

or-amendedo 

( 2) ~_'!'_9 calculate Montana tax_?ble incom~! a 
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nonresident taxpayer may deduct the followin~ 

(i) that portion of the federal deduction for per~ona_! 

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 orJ in the alternative, the federal itemized 

deductions, subject~-~!?--~- limi tat~.?.!:l~ __ ____!.!!___j __ ~~£~ion 

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

adjusted qr:oss 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 

taxable income. A nonresident taxpayer who uses the federal 

itemized deductions to calculate federal taxable income 

shall also use the fed~rC!!__-.!..~~-mized deductions as a basis 

for calculating Montana taxable income. 

(3) (a) In the cas~ 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 

l0(2)(a}} that was earned while the taxpayer wa~ a resident 

of Montana. 

{b) To calculate Montana taxable i~~ome, a part-year 
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resident taxpayer may deduct the following=~ 

(i) that portion of the federal deduction for personal 

exemptions th~t Montana adjusted gross 1ncome bears to 

fe_~~_r.:~) adjusted gross income; and 

(ii) that portion of the federal standar~ deduction 

that Montana adjusted gross income bears to federal adjusted 

gross income or, in the al!=-_ernative, the federal itemized 

deductions, subject to the limitations in [section 

10(3) (C)), that are .<!c!rectly attributable to Montana 

~djus~9 gross income. 

(c) A part-year resident taxpayer who uses the fe~~ral 

sta~~~~rd deduction to calculate federal taxable ~~co~e s~~l! 

also use the federal standard deduction to calculate Montana 

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 Mont~n.§l __ taxable income. 

(4) A part-ye~r resident is allowed the credit under 

!5-32-109 allowed a full-year resident for energy-conserv~ 

~XL't'r_ulit\}res incurred in Montana during the taxable year. 

t7t12_l 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: 
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•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--exem~~~~n~-prov±ded-±~-~5-39-ll~-~~atl-be 

p~ora~ed-on-~he-ra~~o--the--Men~a~a--adjtlsted--g~oss--±~eome 

beer~--to--federaX--adjd~ted-qross-ineomeo 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 ~esidence, 

then income from ~tteh the out-of-state employment is taxable 

in Montana." 

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

read: 

"15-30-135. Tax on beneficiaries or fiduciaries of 

estates or trusts. t±t A tax ~ha±i-be is imposed, at the 

rate imposed on a single person, upon either the fiduciaries 

or the beneficiaries of estates and trusts as he~e~"e£~er 

provided in this section, except to 

estates and trusts ska±±--be are 

the extent ~tleh the 

held for educational, 

charitable, or religious purposes,~ wk~eh The tax ~hail must 

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

income of estates or of any kind of property held in trust~, 
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±ne~~d~"9~ 

tat--±neo~e--reeeived--by--e~ta~es--of-deee8sed-pe~~on~ 

dtlrin~-~he-period-of-admi"istr8tion--or--~eetreme~t--of--the 

e~tate7 

tbt--ineome--aee~m~laeed--in--trttst--£er-~he-b~n~fi~-of 

~nborn-or-ttna~ee~tained-persons-o~-pe~~on~--vi~h--eontin9en~ 

tneere~t~7 

tet--ifteome--he1d--Eor--£~ttt~e--di~~ribtltion--Hnde~-tfte 

te~m~-e£-the-wiil-or-tr~~t7-and 

tdt--~neeme--whi~h--is--to--be---d~~tribttted---to---the 

benefietarie~---periodieailyr--wketh@~--or--not--at--reg~iar 

interval~r-and-the-ineome--eo±leeted--by--a--9~ardien--o£--e 

minorr-to·-~e-he±d-or-d±strib~ted-a~-the-eettrt-m~y-d±reetT 

t~t--The--fidtteiary-sha±±-be-responsib±e-for-ma~±ng-the 

reettrn-o£-±neome-£or-the-e~tate-or-trn~t-£er-wh±eh-he--aet~, 

whether--the-fidtte±ary-or-the-bene£ieiarie~-are-eaxHb±e-with 

referenee-to-the-±neome-o£-stteh-estate-o~--t~tlst.--fn--ease~ 

ttnder--sttbseetions--tat--end--tdt--of--sttbseet±on--t%t7 --the 

£idtteiary-shall-ineltlde-in-the-retttrn-a--~tatement--o£--eaeh 

benef~eiary~s--distribttt±~e--~hare-of-net-ineome,-whether-or 

not-distribttted-before-tke-elose-o£--the--taxttble--year--£or 

whieh-the-retttrn-±s-mede. 

t3t--in--eases--ttnder--~ttb~eee~ons-tat,-t~t,-and-tet-o£ 

~ttbsection-tit,-~he-~ax-~hat±-be-impesed-tlpon-t"e--£idtte±ary 

of-ehe-estate-or-ertlst-with-respeet-to-tne-net-ineeme-eE-~he 
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e~~e~e--er-tr~s~-aft0-~fta~i-be-p8~d-by-~~~-r~dueiary.--Tf-tke 

~ex~ayer~~-ne~-±fteome-fer-the-taxebie-year-o£-the-esta~e--or 

t~tl~t--i~-eompttted-ttpoft-the-bes±s-o£-a-period-different-from 

that-ttpon-the-ba~±s-o£-wh±eh-the-net-±"eome-o~-the-estate-or 

~rttst-i~-computed 7 -then-h±s-d±8tr±btlt±~e-~hare--of--the--net 

income--of--the-estBte-or-trttst-for-eny-aeeott"tin9-peried-o£ 

stteh-estate-er-trttst-endin9-within-the--£iseal--or--eelender 

year--shaii--be--eomputed--upon--the---bas±s--on--whieh--stteh 

benefie±ary~s-net-±neo~e--is--eomptttedo--in--stleh--eases7 --a 

bene£ieiary--net-a-~esident-shaii-be-taxeb~e-with-re~peet-to 

~~5-ineome-~e~i¥ed-thro~gh-~ttc~-e~tate-or-tr~~t-o~%y-to--the 

~xtent--p~ovided--±~--XS-3S-r3~--£or--~ndi~id~a±~-ether-than 

residents~ 

t4t--The-£id~e~ary-o~-e-tr~st-e~eat~d-~y-a~-~mpXoy~~-a~ 

a-pert-of-e-stoek-bo"~~,-pen~ion,-o~-prof±t-shar±~g-p±an-£er 

the-exe±~~i~e-benefit-of-~ome-or-ali-of--hi~--empioyees,--to 

whieh--eontribtttion~-ore-mede-by-~tlch-employer-or-empioyees, 

or-both,-for-the-~ttrpose-of-distr±bttting-to--stleM--employee~ 

the--earn~"gs--and--prine±pa±-o£-the-£~nd-aeettmttiated-by-the 

tr~~t-±n-·aeeordanee-with-sttek-pian,--~hall--~ot--be--taxab±e 

ttnder--this-~eetion7-bttt-any-amottnt-eontriettted-to-s~eh-fttnd 

by-the-~m~loyer-and-ati--earnings--of--stteh--fttnd--sha±l--be 

ine%tlded--~~--eempttttftg-tfte-ineeme-ef-the--di~tribtttee-~ft-the 

yeer-in-wh±eh-d±e~r+b~~ed-er-ma~e-aveiiab~~-te-~im~ 

t5t--Where-any-psr~-ef-the-~fteeme-of-e-trtt~t-other-then 
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8-testamente~y-trtt~t-t~-or-mey-be-appi~ed-to-the-peyment--of 

prem±ttm~--ttpen--poiie~e~--e~--~n~ttrenee--on--th~-~i£e-o£-the 

grento~-texeept-pe~±e±e~-of--±n~ttrane~--±rr~veeabiy--payabte 

fo~-tne-pttrpo~e~-anO-±n-the-manner-~peeified-reiat±n~-te-the 

~e-ea±iea--nenar±table--eontr±bttt±onu--oedttet±ont--or-te-the 

peyment-of-premittms-tl~on-pot±e±es-ef--tife--in~ttranee--ttnder 

which--the--grantor--i~--the--benefieiary,--~~eh-part-of-the 

±neome-of-the-trttst-sheii-be-±neittded-±n-eomptttin~--the--net 

+neome-o£-the-9~entor-." 

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 

chapter, the ngross incomen of Montana taxable estates or 

trusts me~n~ ~~~lud~~ all federal taxable income from 

whatever source derived in the taxable year, including but 

not limited to the following items: 

(a) ~ivi~e~ds~ 

tbt interest received or accrued, including lnterest 

received on obligations of another state or territory or a 

county, rnuoicipality, district, or other political 

subdivision thereof, but excluding interest income from 

obligations l)f~ 

tit tht• united States government or--the--st~te--of 

Mer~terH'l; and 
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tiit-a-~eheol-d±strict7-or 

tiiit-a---eo~n~y,---mttnie~pality,--dist~ie~,--er--other 

po%±t±eel-sttbd±~ision-of-the-etate7 

tet--~fteeme-£rem-~artnerships-and-other-fid~eiaries; 

tdt--9ro~e-rente-and-reya~t±es; 

tet--9ain-£rem-sale-or-exehange-o£-property,--inelttd±ng 

thoee--ga~ne-that-sre-exelttded-£rom-grose-ineome-£or-£ederai 

£±dtte±ary-ineome-tax--pttrposee--hy--eeetion--64ltet--o£--t~e 

Tnternal-Reventte-eode-of-1954,-as-amended; 

t£t--9ross-pro£±t-£rom-trade-or-bttsiness;-and 

t~t~ 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 

year 1988. 

(2) In computing net ~ncome, there are allowed as 

deductions: 

tat--±~tere~t--expe~ses--dedttet~bt~--ror--£ederat---tax 

p~rposes--aeeording--to--seetion-163-o£-the-Internei-Reventte 

eode-o£-±954,-es-amended; 

t~t--taxes-paid-or-aeer~ed--with~n--the--taxabie--year, 

inelttdin9--htt~--not--±±m±ted--to--federal--ineome--taxr--bttt 

excittding-Montana-ineome-tex; 

tet--tha~--fidueiary~s--portion--o£---depree±ation---or 

deplet±on--wh±eh--±s--dedttet±ble--£or--£ederal--tax-pttrpo~es 

aeeording-to-seet±ons-i67r-6i±t--and--64~--o£--the--fnternal 
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Reventte-eode-o£-1954,-e~-amended~ 

tdt--eharitable--eontribtttions--~hat-ere-dedttetibl~-for 

federai-tax-pttrpose~-aeeordin9--t~--seetion--64~tet--or--the 

internai-Reven~e-eode-o£-!954,-as-amended; 

tet--administrative-expenses-ela%med-£or-federal-%ncome 

eax--pttrpo~e~,--aeeordi~g--to-seetio~s-~l~-a~d-64~t9t-of-the 

fneernal-Re~entte-€ode-of-i954r-as-amendedr-±f-stteh--~xpenses 

were--no~--eie±med--a~--a--dedttet±en-±n-~he-deeerm±nation-o£ 

Montane-inheritance-tax; 

f£t--±os~e~--~rom--£±re,--~~ormr--~hipwreek,--or--other 

ea~tlalty-or-from-eheftr-~o-the-exeent-not-eompensated-for-by 

insttranee--or-otherwiser-that-are-deduet±ble-£or-£ederal-ta~ 

pHrpose~-aeeordin9-ee-seee±on-l65-o£--the--f"terna~--Reventte 

eode-o£-l954,-as-amended7 

tgt--net--operating-loss-dedttetions-aiiowed-for-federai 

ineome-tBx-ttnder-seee±on-64~tdt-o~-the-fnternai-Re•~n~e-eode 

o£-i954r-a~-amendedr-exeept-estates--mBy--not--elaim--ios~es 

that-ere-dedttet±e~e-on-the-6eeedent~s-£inai-rettlrn7 

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

received~ as an annuity pension or endowment under a 

retirement pl.a_~~---~tem; and 

t±t--as-federai-empioyees~-retirement; 

---~----

t±it-as--ret±rement--from---ptlb~ie-emp±oyment-±n-a-state 

other-than-Montana;-or 

t±±tt-8s--an--ann~±eyr--pen~ion,--or--endewm~~e---ttnder 
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pr±~~te-or-eorporate-retirement-pian~-or-eyetem~; 

t±t--a%%--bene£±t5--paid--tlnder--the--Montana-tea~her~i 

ret±rement-~y~tem-that-are-specifie0-as-exempt-£ro~-taxat±on 

~y~l9~4~186-;­

t1t--aii--eene£tt~--pa±d--~nder--the---Montana---Ptlbf±e 

Empioyees~--Ret±rement--Syetem--Aet--tnat--are--speci£ied-ae 

exempt-£rom-t8xation-by-r9-3-~95; 

t~t--all--benefite--paid--tlnder--tne--Montana---hi9hway 

patrolmenie--retirement--syetem-thet-ere-epee±f±ed-ae-exempt 

from-taxation-ey-19-6-765; 

tit!~ Montana income tax refunds or credits thereof;~ 

tmt--ail-benefite-paid-~nder-i9-~t-6a~,-i9-ii-694,--and 

}q-±i-695-to-retired-and-"±~8bi~d-£±~emen-or-their-~ttrvivin9 

spou~e~-or-ehildr~n7 

tnt-- -a-!±--b~nef it ~--peid--t:l: r'\der>-- the--mttr'\ie±ped:- -pol-i ee 

offieer~~-r~tiremer'\t-system-that--ar>e--~peeified--e~--exempt 

Er.-~m.-taxat~on-by-19-9-1995';" 

t3t--£n-the-case-of-a-sharehol-der-of-a-eorporat±on-w±th 

re~pee~--to-whieh-tn~-eleetion-provided-for-tl~Oer-stlbehapter 

s.-of-the-fn~ernai-Revenue-€ode-of-±954t-as-amended,--i~--±n 

effeet--bt:l:t--w~th-re~peet-to-whieh-the-e-leetion-provided-£o• 

tlnder-iS-31-~9~-i~--not--±~-- e££eet,--net--ineome--does--not 

ineltlde--any-part-ot-the-eorporation~s-ttndistr±bttted-taxable 

ineome,-net-operatin9-lo~~,-eapitai-gain~--or--o~her--gains, 

profit~,---or---losses---reqtlired--to--be--·ineioded--in--the 
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shareholder~~-£ederal-ineome-tax-net-ineome-by-rea~on-of-the 

eieetion-ttnde~-~ttbehapter-So-Hewever,-the~~ha~eheider~~--net 

±neome---shali---inelude---aetue~---d~stribtttion---~rem--the 

eerperat±on-to-the-extent-it-would--be--treated--as--~axa~le 

dividend~--~~-the-subehepter-So-eleet±e~-were-not-in-effeet. 

t4t--~he--fo~~o~in9--add±tionei--dedttet±ons--shall---be 

allowed-in~de~±v±n~-taxable-±n~eme-of-estate~-and-tr~~t~~ 

tat--any---amount---o£--±neome--fo~--the--taxable--year 

ettrrently-reqtlired-to-be-d±~tr±~ttted--to--bene£±e±ar±e~--~or 

~tteh-yee:r; 

tbt--any--other--amount~--properly--peid-or-ererlited-o~ 

reqnired-to-be-di~tr±bttted-for-the-texab-le-year; 

tet--the-amonnt--of--69%--of--the--exeess--o£--the--net 

lon9-te~m--eapttal-~ain-over-the-net-~hort-term-eap±tal-los~ 

for-the-taxable-year. 

tSt--The-exempt±on-allewed-for-estate~--and--tru~t~--±s 

t"at~exemption~pro~ided~in~l5-38~ll2t2ttat~and~lS~38-ll2tBt• 

t6t--A---trust---or--estate--exelttd±ng--ber'\ef±t~--ttnder 

~~~~eetion~~tzttit~t"roag"~t2ttkt,-t2tfmt,~or~t2ttnt~may~not 

exelttde-benef±ts-deserihed-±n--subseet±on--tZttht--from--net 

ineome-tt"les~-the-benef~t~-reee~~ed-ttnder-~ttb~eet±on~~titt±t 

~"~o~gh~~t~ttkt,~~t2ttmt,~er~t~ttnt~are~iess~t"an~$3,66S,~in 

whieh-ca~e-the-~rtt~t--or--e~~a~e--may--eemb±ne--benef±ts--~o 

exeittde-ttp-to-s-total-of-$3,699-from-net-±~cemeo 

(3) A trust _9_! estate that -·~-~ects to itemize its 
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deductions from adjusted gross income on its federal return 

for taxable year 1989 and .~hat is required to pay additional 

federal tax due in 1989 for the taxable yeat 1988 may deduc.~ 

the federal tax paid in 1989 from its Montana taxable 

income." 

read: 

this 

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

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

chapter and all increases, interestr and penalties 

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

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

~eme--to the state. Taxpayers filing a joint return are 

jointly and severally liable for the tax and any interest 

and penalty unles~~~he department determines, based on the 

criteria in section 6013(e} of the r~;~rnal Revenue Code, 

that a spouse is relieved of liability." 

Section 17. Section 15-30-142, MCA, is amended to 

18 read: 

19 

20 

21 

22 

23 

24 

25 

•15-30-142. Ret~~ft~-and-payment-o£-~8x----pen~ity--and 

in1:ere~t-----re£~nds----ered±~s !:_!l_ing 9_L ~~t!-l__~n~. ( 1) Every 

~in9ie-individ~ai-and-eyery-married-indiYidttai-not-£-iling-·a 

joint--ret~rn--w±th--h±s--or--~er--spotlse-and-having-a-9rOs3 

±neome-£or-the-taxabie-year-o~-mere-than-~±;999,-a~-adjttsted 

ttnder--the--pro"O"ision~--o£--~~bseetion--t7t 7 ---and---me:rr-ie_d 

i~diYidttal~---not--f±ling--~eparate--rettlrn~--and--having--a 
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eombined-gros~-ineome-£or-the--taxable--year--of--more--than 

~%r999,--as-adjtt~ted-ttnder-the-preY±s±on~-o£-~ttbseetion-t~t• 

ehal~-be-liabie-for-a-retttrn-to-be-filed resident, part-year 

resident, or nonresident deriving any income from Montana_ 

sh~!J..-~~.le a tax return, on ~t1eh forms and according to stteh 

rules as the department may prescribe, it that person: 

~ 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--gro~s 

±neome--amottnt~--reEerred-to-±ft-the-~~eeediftg-~eftteftee-skal± 

be-i"er~ased-by-~8997 -as-adjtlsted-tlftder--the--pro~i~ion~--of 

iS-39-ii~tTt-and-tatT-~er-eaeh-additionar-per~onaT-exemption 

a±rowanee--the-ta~payer--is-ent±~±ed-to-e±a±m-for-himse±f-anrl 

h±s-~potlse-ttnder-l5-36-±I2t3t-and-t4t~-A--nonre~ident--shail 

be--reqttired--to--£ite--a-retttrn-i£-his-gro~8-ineome-for-the 

18 taxab±e-year-der±ved-from-so~::~rees-with-in-Montana-exeeeds-the 

19 

20 

21 

22 

23 

24 

2'> 

amotlnt-o£-the-exemption-ded~::~etion-he-±3--entitied--to--ela±m 

£or--·-h±msel£---and--h±s--8~0tt3e--~::~nder--t~e--provi~ions--o£ 

15-~9-±±Y.t~t,--t3tr--and--t4t,--as--prorated--aeeordin~---to 

i5-36-ii2t6t~ 

t2t--In--aceordanee--w±th-±nstrttetion~-~et-fortM-by-the 

deportme~t,-e~ery-taxpayer-who-is-m~~ried--a~d--ii~i~9--with 

h~~bend-or-wife-e~d-ts-re~~ired-to-£t~e-a-r~ttlrn-Mey 1 -at-hi~ 
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or-her-option,-£±le-a-joint-ret~rn-w±th-httsband-or-w±fe-e~en 

tho~9h--one--o£--the--spo~ses--has--ne±the~-9ross-±neeme-nor 

ded~et±onso-t£-a-;e±nt-retarn-±s--made,--the--tax--s~ar%--be 

eomp~ted--on--the-a9~re9ate-taxabTe-~neome-anrl-the-~iab±l±ty 

w±th-respeet-to-the-tax-~ha±l-be-je±nt--and--~everal.--~£--a 

jo±nt--rettlrn-has-been-f±led-~or-a-taxab±e-year,-the-spotlses 

may-not-fiie-separate-ret~rns-after-the-t±me-£or-£ii±ng--the 

retttrn--of--either--has--expired--nnie~s--the--department-so 

eonsentso 

(2) Every resident, part-year -~-~J:~~nt, or nonresident 

required t~ file a return und~E_suE _ _?ec~ion (1) is required 

to_.!_il~!_~s_tate __ r_~t.~-~~-~~~!!9_-~.!1-~ same filing status as was 

used to file the return required by section 6012 of the 

Internal Revenue Code. 

(3) If any stleh 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 
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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 snail-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 t~eretof6re 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 annnm month or fraction thereof 

on the additional tax. ~n-~~eh-ea~e-tMere-~haii-be There is 

no penalty because of stteh th~ understatement, provided the 

deficiency is paid within 60 days after the first notice of 

the amount is mailed to the taxpayer. 

t~t--By-Hovembe~-1-e£-e~~h-yeHr,-the--department~-shal± 

m~Yt~pYy--the--minimnm--amotlnt-of-qro~~-ineome-neees~±tat~ng 

the-filin9-of-a-retnrn--by--the--inflat±on--faeto~--£o~--the 

taxable--year~-~hese~adjttsted-amottnts-are-effeet±ve-£e~-tftae 

~axable-year,-and-person~-hav±ft9--g~o~~--ineeme~--%~~~--ehen 

~hese-adju~ted-amounts-e~e-fto~-~equi~ed-to-fire-a-re~ttrno 

t8t--~ndi~±dual--ineome--tax--£orms--d±~~rtett~~d-by-the 

-36-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1128/01 

department-for-eaeh-taxab!e-year-mtts~--contain--instrttet±on~ 

and--table~--ba~ed--on--the-adjttsted-base-year-~trttetttre-for 

that-taxab%e-yearT'' 

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

read: 

"15-30-144. Time for filing -- extensions of time. tit 

Returns ~hair must be made to the department on or befo~e 

the Y5th-day-o£-the-•th-month-£o!lowin9--the--elose--o~--the 

taxpayer~s--£~s~ai--yearr--or--if--the-retttrn-±~-made-on-the 

ba~i~-o£-the-ealendar-year7-then-the-retttrn-shall-be-made-on 

er-be£ore-the-%5th-day-of-April-£oliowing-the-elose--of--the 

calendar--year day whe~ the federal returp is due. Taxpayers 

shall submit to the department copies of any federal 

extension of time for filing. Each return ~h8ii must set 

forth ~tteh facts as the department considers necessary for 

the proper enforcement of thls chapter. There shai± must be 

annexed to Stteh the return the affidavit or affirmation at 

the persons making the return to the effect that the 

statements contained therein are true. Blank forms of return 

ehai! must be furnished by the department upon application, 

but failure to secure the form shaii does not relieve any 

taxpayer of the obligation to make any return required under 

this law. Every taxpayer liable for a tax under this law 

shall pay a minimum tax of $1. 

tit--An--8tl~ematie-6-month-exten9ion-ef-~~me-for-filing 
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8-r~ttlrn-i~-aliowe07-proviO~d-that-on-or-befo~e-the-dtte-da~e 

of-the-rettl~n7-an-8ppT+eation-is--mea~--on--Eorms--avaiiabie 

f~om-the-depa~tM~nt-~r-in-w~it~n9-t~-the-Oep8rtmeftt•" 

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

read: 

"15-30-146~ Tollinq of statute of limitations~ The 

running of the statute of limitations provided for under 

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

federal statute of limitations for collection of federal 

income tax has been suspended by written agreement signed by 

the taxpayer or when the taxpayer has instituted an action 

which has the effect of suspending the running of the 

federal statute of limitations and for l additional year. 

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

taxable income or an amended return as required by 

15-30-304, the statute of limitations ~ha~~ ~oe~ 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 

therPin which is in excess of 25% of the amount of aOjtt~ted 

qros~ net taxable income stated in th~ return, the statute 

of limitations ~ha~~ does not apply for ~ additional years 

from the time specified in 15-30-14S." 

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

read~ 
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•15-30-156. Deduction for contributions to child abuse 

and neglect prevention program. A taxpayer filing an 

individual income tax return who~does-n~t-e~eee-to-take--tne 

~tanda~d---dedMetion--pro~±ded--for--~n--lS-39-~~r 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 

deduction for the .'\mount of the .-:ont r i but ion 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: 

ftlS-30-303. Confidentiality of tax ~ecords. (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 
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report or return required under this chapter or any other 

information secured in the administration of this chapter. 

It is also unlawful to divulge or make known in any manner 

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 

(2} The officers charged with the custody of such 

reports and returns shall not be required to produce any of 

them or evidence of anything contained in them in any action 

or proceeding in any court, except in any action or 

proceeding to which the department is a party under the 

provisions of this chapter or any other taxing act or on 

behalf of any party to any action or proceedings under the 

provisions of this chapter or such other act when the 

reports or facts shown thereby are directly involved in such 

action or proceedings, in either of which events the court 

may require the production of and may admit in evidence so 

much of said reports or of the facts shown thereby as are 

pti.tinent 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 0f a certified copy of any return or report 

filed in C011nection with his tax; 

(b) l·he publication of statistics so classified as to 

prevent thP identification of particular reports or returns 
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and the items thereof; or 

(c) the inspection by the attorney general o~ other 

legal representative of the state of the report or return of 

any taxpayer who shall bring action to set aside or review 

the tax based thereon or against whom an action or 

proceeding has been instituted in accordance with the 

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

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

and thereafter until the department orders them to be 

destroyed. 

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

this section shall be punished by a fine not exceeding 

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

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

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

dismissed from office and be incapable of holding any public 

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

(6) Notwithstanding the provisions of this section, 

the department may permit the commissioner of internal 

revenue of the United States or the proper officer of any 

state imposing a tax upon the incomes of individual~ 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 
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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 ~uch othe~ state, as the case may 

be, grant substantially similar pr~vilege~ to the proper 

officer of this state charged with the administration of 

this chapter. 

(7} Further, notwithstanding any of the provisions of 

this section, the department shall furnish~ 

tet--to--the--departme~t--o£--j~~tiee--ell--in£ormation 

neee~~ary-to--±dent±ry--tkose--pe~sons--qttali£y~n9--£or--the 

add~t±onal-exempt±on-tor-blindness-p~r~ttant-to-~5-3G-ll~t4t7 

~or--the--ptt~pe~e--of--enabl±ng-the-depa~tment-o£-jttst±ee-to 

administe~-the-pro~±s±ons-o£-61-5-1857-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 assistar.ce 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 dny 
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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 ~ return as of its due date7 

bu~~t"-"o-~vent-~n~i%-the-penaity--£o~--~aiitl~e--eo--£±%e--a 

return-by-its-dtle-~ate-be-iess-than-$5o 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 ea~h 

30-day period during which the tax remains unpaid following 

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

department may ~bate the penalty if the taxpayer establishes 

that the f~ilure to file on time was due to reasonable cause 

and was not due to neglect on his part. If any person, 

without purposely or knowingly violating any requirement 

irr.n>)f>~d by this chapter, fails ':o pay any tax on or before 

its due date tde~erm±fted-w±th-r~9~rd-to-an-~xt~~~~o~-or-t±me 

qran~ed--ror-r±i~~g-~he-re~arnt, ~here shall be ~dded to the 

tax a pen,"~;ltr of ~9% 5\ of set+d the tax 7 -but-not--ie!!!!!l--~han 

,5,--and--i"~~re~t. 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, ~ith a maximum 30\ penalty. Interest shall 

accru~ an the tax at the rate of 9•--per-tt.l'll'lttft\ 3/4 of 1\ per 

month for the entire period it remains unpaid. The 
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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% 

the~eof of the tax, but ~~eh the additional amount shall in 

no case be less than $25, and interest at 1% for each month 

or fraction of a month during which the tax remains unpaid. 

(3) Any individual, corporation, or partnership or any 

officer or employee of any corporation or member or employee 

of any partnership who, with intent to evade any tax or any 

requirement of this chapter or any lawful requirement of the 

department there~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~,-and The person shall also 
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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 

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% ~hereo£;-pro¥±ded,-howe¥er,-t~a~ 

~o--de£ieieftey--pefta±ty-skall-be-le~B-than-$~ of the tax. ~ 

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

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

unpaid following notification of delinquency, with a maximum 

30% penalty. Interest will be computed at the rate of 9% 3/4 
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Qf__!! 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 origin~lly 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 thereoft on the 

amount due at the rate of 9' 3/4 of 1% per ~ftnttm month from 

the time when the return was originally required to be filed 

to the time of payment. 

(3) The department may not asse?S 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 24. section 15-31-202, MCA, is amended to 

read: 

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

(1) A small business corporation may-eieet that has made a 

valid election under subchapter S. of Chapter 1 of the 

Inter~9l Revenue Code is not to--be subject tc the taxes 

imposed by this chapter. 

t~t--1£--a-~ma~l-b~~ine~s-eorpo~ation-ma~e~-an-eieetion 

tlnder-sttbseet±on-titr-then~ 

tat--w±eh--respeet--to--the--ta~ab~e---years---of---the 

eerpora~ion--for--wh~eh--stteh--eieeeion--is--in-e£Eeee,-stteh 
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c::erperat::t-on-i!!-no~-!lttb'jeet-t:o--the--ta2tes--impo!!ed--by--this 

ehapt:er--8~e;--w±th--respeet--to--sHe~-taxabTe-years-and-a%i 

sttc::c::eeri±n~-taxable-years,-the-provisio~s-oE-this-part--appiy 

to-sttc::h-ee~porot±on~-and 

tbt--w±th-respeet-to-the-taxabie-years-o£-a-sharehoider 

o£-stteh-c::orporetion-in-wh±c::h-or-with-whieh-the-taxabie-years 

o£-the-eorporatio~-~or-whic::h-sttc::h-eieetion-is-in-e££eet-end, 

the--prov±sions--of-this-part-appiy-to-stteh-shareholder,-and 

with-respeet--to--etlc::h--taxabie--yeerl!--and--atl--stteeeed±ng 

taxabie--years,--the--pro•isions--o£-thi!!-part-apply-to-l!tteh 

:!llhetrehoidero 

t3t--An-eleetion-~nder-~tteseetion-t%t-~~~~-ee--made--in 

aeeordHnee--w±~h--rn±e~--~re~er±eed--by--t~e--depa~tment--of 

revel"ttteo 

(2) A small bu~iness 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 m~nth 

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 __ !?:y_ the taxpayer p~ior to the 
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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 l of the Internal 

Revenue Code may ~lect 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 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 

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 1ncome or loss 6f ~Heh--eiee~±ng the 

nonelecting small business corporation is included in the 

stockholders' adjtt~ted--gre~a taxable income aa-de~~"ed-~" 

15-39-iH. 

(5) Every e%eetirt9 no~~ecti .. ~9._ small business 

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

required by 15-31-204." 
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Section 25. Section 15-31-204, MCA, is amended to 

read: 

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

~n8££ee~ed. Notwithstanding the provisions of 15-31-121 

corporations electin9--and qualifying ander 15-31-202 shall 

pay a minimum fee of $10.'' 

Section 26. Section 15-31-553, MCA, is amended to 

read: 

nlS-31-553. Fees to reimburse department for casts -­

deposit in general fund. All meneys money collected under 

15-31-551 aftd--1:5-31-55%--~hali-be !~ required to reimburse 

the department of revenue for costs involved in the 

preparation of the copies and certificates. All ~~en-moneys 

money collected sball-9o--into must be dep~sited in the 

general fund." 

Section 27. Section 15-31-554, MCA, is amended to 

read: 

•15-31-554. Returns to which sections apply. The 

provisions of 15-31-551 thro~9h and 15-31-553 ~hsll apply to 

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

after December 31, 1988. '1 

Section 28. Section 23-2-715, MCA, is amended to read: 

"23-2-715. Assessment on passenger tramway receipts. 

tlt--~he--d~partme~t--±s--hereby--attthor±zed--to·--±m~o~e--a~ 

e~~e~~ment-oE-%f4--of--%%--o"--the--gro~~--reee±pt8--o£--a±l 
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pa~seftger--tramways--opereted--±ft--efte--~tate--o~-Mofttafta~-A 

m~n~mttm-o~-$l99-shali-be-eoiieeted-annHally-£rom--the--owfter 

o£--a--passen9er--tramway--£ae±±ity~-~ne-assessmeftt-shaiT-be 

eaie~iated-~pon-9ro~~-reee±~t~-reeeived--dHrift9--the--period 

Jttiy--l--o£--any--year--te-dHty-l-of-the-£oilowiftg-yearT-~he 

assessments-shaii-be-eeileeted-by-the-department-of--reventte 

anft--remitted--to-the-state-speeiai-reven~e-f~nd-by-Beeember 

31-of-eaeh-year~ 

tit All proceeds of the-gro~s-reeeipts-assessment--and 

the fees collected under 23-2-714 ~ha±± must be used eft~Y to 

support the duties of the department set forth in this 

part.'' 

Section 29. Section 33-27-101, MCA, is amended to 

read: 

"33-27-101. Short title. Sections 15-30-107, 

tS-39-%~7, 15-31-117, 15-31-118, and this chapter may be 

cited as the "Independent Liability Fund Act"." 

Section 30. Section 33-27-102, MCA, is amended to 

read: 

"33-27-102. Purpose. The purpose of 15-30-107, 

%5-39-i~~~ 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 businesses by 
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third parties." 

Section 31. section 33-27-103, MCA, is ame:-nded to 

read: 

•J]-27-103. Definitions. As used in 15-30-107, 

~S-39-%~~, 15-31-117, 15-31-118, and this chapter, the 

following definitions apply: 

(1) "Fiscal year" means the 12-month period used by a 

particular small business in preparing and filing its 

Montana individual income tax, corporate license tax, or 

corporate income tax return. 

(2) "Independent liability fund 11 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 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 
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employee or the management of a small business or of a 

subsidiary or closely related enterprise of 

business." 

a small 

Section 32. Section 35-18-503, MCA, is amended to 

read: 

RJS-18-503. Annnai-£ee-to--department--o£--re~entte---­

exemption Exemption from other taxes. €ooper8ti~ee Except as 

provided in 10-4-201, cooperatives and foreign corporations 

transacting business in this state pursuant to the 

provisions of this chapter ~naii-pay-anntlaiiy-on-or-be£ore 

dtt~y-lr-to-the-de~artment-of-revenne-a-£ee-of-$l8--for--each 

~ee--per~e~s--or--~ra~tto~~--thereo£--to-whom-eleetrieity-or 

~eiepho~e-~ervtee-i~-snpplied-with±n-the-state--batr--exeept 

ae--provided-in-i6-4-i8lT-Sh8i%-be are exempt from all e~he~ 

excise and income taxes o£-whateoeve~-~±"d-or-"atttre." 

Section 33. Section 53-~-101, MCA, is amended to read: 

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

~therwise, 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 
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of monetary or other assistance furnished under this title 

to a person by a state or county agencyr 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) "Net monthly income" means one-twelfth of the 

difference between the net income for the taxable year as 

~he-~e~m-~ee-ifteome-is-deEined-in-%5-39-%9± 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 

the federal Social Security Act is amended to define a "ward 

Indian", such definition shall supersede the foregoing 

definition." 

Section 34. Section 61-3-524, MCA, is amended to read, 

"61-3-524. Tax-paid decal required on camper 

application for decal-- application fee-- issuance. (1) No 

camper, subject to taxation in Montana, may be operated by 

any person on the public highways or streets in this state 

unless there is displayed in a conspicuous place ~here~n on 

the camper a decal as visual proof that the tax has been 

paid thereon for the current year. 
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(2) Application for the issuance of the decal sha~i 

must be made to ~he--Oepa~~meft~-~£-revenne-o~ the county 

treasurer upon forms to be furnished for this purpose, which 

may be obtained from t~e--~epa~~meftt--or--at the county 

treasurer's office in the county whe~e±n where th~ owner 

resides~,--and--i~--~o The application must provide for 

substantially the following information: 

(a) name of owner; 

(b) address; 

{c) name of manufacturer; 

(d) model number: 

(e) make; 

(f) year of manufacture; 

{g) statement evidencing payment of the pLvperty tax; 

and 

(h) ~tteh other information as the department may 

require. 

(3) The application must be signed by the county 

treasurer and ~ran~mt~~ed--by--him---~o~-~the-~~Oep~~~meft~ 

accompanied by an application fee of $1. Upon receipt of the 

application in approved form the depa~tmen~--e~ county 

treasurer shall issue to the applicant a decal in the style 

and design prescribed by-tnP-depa~tment and ~E a different 

color than the preceding year, numbered numerically. 

( 4) The county treasurer shall obtain from the -· -- -· -- -
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department of revenue, at no cost __ ! the decals required by 

subsection 11) to be affixed to each camE~!-~" 

Section 35. Section 61-3-525, MCA, is amended to read: 

"61-3-525. Annual application far decals. Application 

may be made to the d~pertment-of-re~entte-e~ county treasurer 

for the issuance of camper decals annually when the motor 

vehicle to which the camper is customarily attached is 

registered." 

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

read: 

•67-11-303. Bonds and obligations. (1) An authority 

may borrow money for any of its corporate purposes and issue 

its bonds therefor, including refunding bonds, in sueh ~ 

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

any revenues of the authority, 

from: 

(a) an airport or 

f'acilities; 

including revenues derived 

air ndvigation facility or 

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

for airport purposesi 

I c) grants or :::ontributions from the federal 

government; or 

(d) other sources. 

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

authority, without an election and without any limitation of 
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amount, except that no 8tteh bonds may be issued at any time 

if the total amount of principal and interest to become due 

in any year on ~aeh the bonds and on any then outstanding 

bonds for which revenues from the same source or sources are 

pledged exceeds the amount of such revenues to be received 

in that year as estimated in the resolution authorizing the 

issuance of the bonds. The authority shall take all action 

necessary and possible to impose, maintain, and collect 

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

sufficient to make the revenues from the pledged source in 

5~eft the year at least equal to the amount of ~~eh 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 

5~eh principal and interest are payable. 

(4) Bonds issued by an authority or municipality 

pursuant to the provisions of this chapter are declared to 

be issued for an essential public and governmental purpose 

by a political subdivision withi"---the---meft"i"~---ef 

i>-36-±±±t~ttat. 
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(5) For the security of any ~ae" bonds, the authority 

or municipality may by resolution make and enter into any 

covenant, agreement, or indenture and may exercise any 

additional powers authorized to be exercised by a 

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

sums required from time to time to pay principal and 

interest and to create and maintain a reserve for the bonds 

may be paid from any revenues referred to in this chapter, 

prior to the payment of current costs of operation and 

maintenance of the facilities. 

(6) Subject 

subsection {6), 

to 

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 autho·rity 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 ~tteh 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 

stleh 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 ~ttek the bonds, it 

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

municipality for the payment of ~~en the deficiency~7 --and 
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s~eh The taxes are not subject to any limitation of rate or 

amnunt 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 

autho~ity 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 ~evenues appropriated for ~tteh the bonds in sueh ~ 

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-~tteh ~ resolution ee~eme~ 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 an 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 
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authority to make the covenant or to levy a tax for the 

payment of deficiencies pursuant to this section, but e~eh 

the municipality or authority may nevertheless issue bonds 

under this chapter payable solely from the sources referred 

to in subsection (1) above.'' 

NEW SECTION. Section 37. Repealer. Sections 15-30-110 

15-30-122, 

15-31-552, 

15-30-123, 

15-54-101 

15-30-126, 

through 

through 

15-30-127, 

15-54-113' 

15-30-117' 

15-30-134, 

15-56-101 through 15-56-113, and 15-57-101 

through 15-57-110, 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. (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 10]. 

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

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

22 improve the organi2ation of the chapter. 

23 (3) The code commissioner is instructed to make 

24 changes throughout the Montana Code Annotated to reflect the 

25 change of definition for Internal Revenue Code in section 
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15-30-101. 

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

(this act} is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of [this 

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

remains in effect in all valid applications that are 

severable from the invalid applications. 

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

is effective on passage and approval. 

NEW SECTION. Section 42. Applicability dates. ( 1) 

Except as provided in subsections (2) and (3), [this act] 

applies to taxable years beginning after December 3l, 1989. 

(2) [Sections 26 through 28 and 34] apply 

retroactively, within the meaning of 1-2-109, to taxable 

years beginning after December 31, 1988. 

(3) Section 32 applies to taxable years beginning on 

or after July l, 1989. 

-End-
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STATE OF >10NTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB408, as introducea 

DESCRIPTIO~ OF PROPOSED LEGISLATION: 

An act to generally revise the tax laws of the state; reducing paperwork for the citizens of Montana; eliminating 
certain taxes; reducing individual income tax rates; repealing the Corporation License Tax Clearance Certificate 
Fee, the ;;.--:press Company License Tax, the Sleeping Car Company License Tax, and the Store License Tax provisions; 
and providing an immediate effective date and applicability dates. 

ASSUMPTIONS: 
1. Individual income ~ax revenues are projected to be $239,124,000 in "fY90, and $254,428,000 in FY91 ·~~AC). 
2. The income tax provisions contained in the bill are anticipated to reduce revenue $2,600,000 in FY91 (see 

section on Technical Note). 
3. Store license tax revenues are projected to be $270,000 in each year or the biennium (actual FY88 

receipts). 
4. All store license taxes are assumed to be ~aid in the 1ast quarter of the calendar year for which they are due. 
5. The Express Company License Tax and the Sleep1ng Car Company License Tax are expected to produce no revenue in 

the coming biennium. 
6. Administrative expenses of the Department of Revenue will be reduced $12,721 in each year oi t.ne biennium. 
7. The previsions of this act apply to tax years beginning after December 31, 1989; there is no impact in FY90. 

FISCAL IMPACT: 

Revenue Impact: 

Individual 
Income Tax 

Current Law 

$239,:24,000 
Express Company 

License Tax 
Sleeping Car Company 

License Tax 

0 

0 
Store License 270,Cn)0 

Total $239,394,000 

~ 
GET DIRECTOR 

FY90 
F~c')osed Law 

$239, ~.:?.4,000 

0 

0 
?.70,000 

$239,394,000 

DATE Q_pf'/f( 
d Program Planning 

Diiference 

$ 

$ 

0 

0 

0 
0 
0 

FY91 
Current Law Proposed Law Difference 

$254,428,000 $251,828,000 S!_2,600,000l 

0 0 0 

0 
270,000 

$254,698,000 

0 
0 

C251,828,000 

0 
( 270,000) 

:iil2,870,000) 
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FF.C::.· VAN VALKE:\BURG, f'RI!)\ARY SPONSOR 
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Form BD-15 
Page 2 

Fund Information: 

Current Law 
General F11nd $139,440,168 
Foundation Program 76,041,432 
Sinking ?und 23,912,400 

Total 5239,394,000 

Expenditure Impact: (General Fund) 
Personal Services $ 5,871 
Operating Expense 6,850 

Total $ 12,/~l 

TECHNICAL NOTE: 

FY90 
Proposed Law 
$139,440,168 

76,041,432 
23,912,400 

$239,394,000 

$ 

s 

0 
0 
0 

Difference 
$ 0 

0 
0 

$ 

$( 
( 

$( 

0 

5,:J7l) 
6,850) 

12,721) 

FY91 
Current Law ?reposed Law Difference 
$148,347,096 $146,563,896 .5(1,783,200) 

80,908,104 80,081,304 ( 826.600) 
25!442,800 25 1 182 2800 ( 260!000) 

$254,698,000 $251,828,000 $(2,870,000) 

$ 5,871 $ c S!. 5,871) 
6,850 0 ( 6,850) 

$ 12,721 $ 0 S( 12,721) 

The income tax provisions contained in this bill are revenue-neutral with two excentions. Continuing to allow a 40% 
exclusion of capital gains from installment sales entered into before January l, :987 is projected to reduce revenue 
$2,000,0v0 in FY91. This revenue loss will gradually erode as the amount reported for pre-1987 gains on 
installment sales declines in future years. 

The prov1s1on for allowing a deduction equal to the federal credit claimed for household and dependent care expense 
is estimated to reduce revenue S600,000 in each year after FY90. 
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