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LC 1128/01
BILL NO. oS

INTRODUCED BY &p_o.m

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 TAKES; 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, 7-34-241s6,
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, 15-30-1546,
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, §1-3-525, 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 15-56-1113,
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 such a form
and upon sueh 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;

(¢) 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 sueh the bonds and on any then outstanding bonds
for which revenues from the same source are pledged exceeds
the amount of aweh the pledged revenues to be received in
that year, as estimated in the rescluticn authorizing the
issuance of the bonds. The authority shall take ail 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
sueh the year at least equal to the amount of principal ard
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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ctherwise provided in this part, any bonds issued pursuant
to this part by an authcrity 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 sueh the

principal and interest are pavyable.

{4) Bonds 1issued by an authority, county, or
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within-the
meaning-ef-15-30-131t23fay.

(5) For the security of any swek 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 toc the payment of current costs of operation and
maintenance of the facilities."

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

"7-34-2416. Tax-exempt status of bonds. Bonds issued
by a county pursuant to the provisions of 7-34-2411 through

7-34-2418 are declared to be issued for an essential public
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and governmental purpose by a political subdivision within
the-meaning-cf-15-38-111¢2}¢m}."

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

"13-37-21B. Limitations on receipts from political
committees. A candidate for the state senate may receive no
more than 51,000 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 15-30-101¢8% for the
year in which general elections are held after 1984; the
resulting figure shall be rounded off to the nearest $50
increment. The commissioner of political practices =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 npolitical 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
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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 S-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
ptovided 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 wuntil the department sends the statement of
increased tax liability to the taxpayer.”

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

"15-30-101. Definitions. For the purpose of this
chapter, unless otherwise reguired by the context, the
following definitions apply:

tiy--"Base-year-structure”-means-the-folltowing-elementa

of-the-income-tax-structures:
tay-—-the--tax-—-brackets--estabtished--in-15-38-1037-but

unadjusted-by-subsection—¢2y-0F-15-38-183;-tn-effert-on—dune
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38-of-the-taxable-year;

thy-—the--exemptions——contained-——in---15-36-1127-~—but
unadjuated--by--subsections--{7)-—and--{t83-~of-35-30-112+-in
effect-on-dJune-36-of-the-taxabie-years

tey--the--marximum--standard——-deduction——-provided-—-in
15-3p5-1227-but-unad4uated-by-subsectien-+2y-0f-15-30-1227-%n
effect-an-June-34-cf-the-taxabile-years

t23(1) "Consumer price index" means the consumer price
index, United States city average, for all items, using the
1967 base of 100 as published by the bureau of labor
statistics of the U.S. department of labor.

€3¥(2) "Department" means the department of revenue,

téy--tPividendt--means—-any-—-distribution--made--by-—-a
corporation---ant-—-pf---its-—-earningas--or--profits--—teo--its
sharehotders--or--memberss--whether——in--cash--er--in--ather
property——or--in--stoek-sf-the-corporationy-other-than-stoek
dividends-as-nmerein-defined-—-L5toek--dividenda" —means--new
stock—--issuedy--for-—-surpltus--sr—-prefits--capitratireds--to
shareholdera-in-proportion—te-theit-previsns-hotdings~

+53(3) "Piduciary"® means a guardian, trustee,
executor, administrator, receiver, c¢onservator, or any
person, whether individual or corporate, acting in any
fiduciary capacity for any person, trust, or estate,

t&63(4) “Foreign country" or "foreign government" means

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

t#y--tGrosa-incomat-means-the-taxpayeria--qross-—income
for--federal-+neome-tax-purpeass-as-defined-in-sectien-oi-af
the-internai-Rdvenue-Cade-o0f-1954-ar-as-that-section-may--be
tabeled--er--amended;--exciuding--unemptoyrent--compenaation
imeinded-in-federat-gross-income--under--the--proviatona--of
seetion--B5-of-the-internat-Revenue-Code-of-1954-as-amendeds

t8¥(5) "Inflation factor" means a number determined
for each taxable vear by dividing the consumer price index
for June of the taxable year by the consumer price index for
June, 1980,

+93(6) "Informaticon agents® includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, employers, and all officers
and employees of the state or of any municipal corporation
or political subdivision of the state, having the control,
receipt, custody, disposal, or paymeant 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 Interndl Revenue

Code enacted BRugust 16, 1954, and redesignated as the
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"Internal Revenue Code of 19B6" by section 2 of Public Law

89-514, as that code may be amended from time to time by the

United States congress. It is the specific intent of the

legislature that__all amendments by the United Strates

congress must be incorporated inte the context of any

section of Title 15 referring to the Internal Revenue Code.

+18%+{8) "Knowingly" is as defined in 45-2-101.

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

resident.
tity-LNer-—ineomel-means-the-adjusted-gross-income-of-a

taxpayer—teas-the-deductions-alrtowed-by-this-chapters
€¥2¥(10) "Paid", for the purposes of the deductions and

credits under this chapter, except the deduction for federal

tax withholding, means paid or accrued or 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.

+333(11) "Purposely" is as defined in 45-2-101.

t14¥{12) "Received", for the purpose of computation of
taxable income under this chaptef, means received or accrued
and the term “received or accrued” shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

$353{13) "Resident” applies only to natural persons and
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includes, for the purpose of determining 1liability 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.

t16y-tPaxabrte--incomel-—means-the—adinated-gross—income
cf-a-tarxpayer—less-the-deduetrions—-and--exemptions--provided
for-tn-this-chapters

t373(14) "Taxable vyear" means the taxpayer's taxable
year for federal income tax purposes.

t38¥(15) “Taxpayer" includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations,”

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

"15-30-103. Rate of tax. (1) Fhere A tax shall be
levied, collected, and paid for each taxable year commencing
on-or after December 31, 1968 1989, upon the Montana taxable
income of every taxpayer subject to this tax.y-after-making
aliowance—-for--axemptions——-and--deductiona--—as-~-heretnafter
prevideds--a-tax-on-the-feliowing-brackets-of-taxable-income
as-adjusted-under-subsection-{2}-at-the-foltiowing-ratesas

tay--on-the-first-$1;080-of -tarxable-income-or—any——part

tharepfs-—2%7
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tBy-~on--the-—next-$:7600-ef-taxable-income-or-any-part

tharesf;~3%+
tej--en-the-next-$2;000-of-raxablte-incoeme-or--any-—-part
thereof;-4%;
tdy-—on--the--next-52;688-0f—taxabte-tnecome-or-any-part
eherensf;—S%;
tey-——on-the-nexet-527008-cf -taxable-ineome-ar--any--part
thereofy-6%7
tfy--on-—the--next-$27080-0f-taxabte-income-dr-any-part
thereofr-F%+
t9}-—en-the-next-54;800-of-raxable-income-or--any--part
thereot7-8%7
thy--on--the--next-567080~of-taxabte—income-or-any-part
thereof;-9%;
tiy--—en-the-next-$15;000-of-taxabite-income-or-any—-part
thereofr-16%5
t3¥--on--any-taxable-inceme-in-excess-o0f-535;0668-0r-any

part-thereofr-3%- The tax must be determined in accordance

with subsections (2) through (6).

(2) The tax for marrjed perscns filing jointly and for

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

Revenue Code is:

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

part thereof;

(by 5% of the next $8,000 of taxable income or any
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part thereof;

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

{(3) The tax for married perscons filing separately is:

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

part thereof;

(b} 5% of the next $4,000 of taxable income or any

part thereof;
{(c) 8% of any taxable income in excess of $6,000.
(4) The tax for a single person is:

(a) 3% of the first $2,400 of taxable income or any

part thereof;

(b) 5% of the next §4,800 of taxable income or any

part thereof;

(¢) 8% 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) 3% of the first $3,200 of taxable income or any

part therecf;

(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.

t24(6) By HNovember 1 of each year, the department
shall multiply the bracket ameunt amcunts contained in

subsestisn-——+1+ subsections (2} through (%) by the inflation

factor for that taxable vyear and round the cumulative
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brackets to the nearest $100. The resulting adjusted
brackets amounts are effective for that taxable year and
shall be used as the basis for imposition of the tax in

subsectien-{i}-of-this-section subsections {(2) through (5).

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

taxpayer's filing status as reported on his federal return

must be used for purposes of determining the Montana tax

rate in subsections (2) through {5}).

(B) 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 -- ajternative tax
based on gross sales. (1)} A-tike-tax-ts-impesed--upon--every
person--not--restdent-~of--this--state;-~whieh--tax-shati-be
ievied;-collected;-and-paid-annuatiy-at-the-ratea--speeified
in-15-30-103-with-reapect-te-hia-entire-net-tncome-as-herein
defined--frem--ati--property-—owned-and-from-every-busineass
trader-profession;-eor-ecenpatron-carrred-on-in-—this--states

Every nonresident and part-year resident 15 subject to the

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

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

on all jncome, including interest, derived from any 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 nonctesident taxpayer
tequired 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 wolume of gross
sales made in Montana during the taxable vear. Sueh The tax
shatt--be is in lieu of the tax imposed under 15-30-103. The
groés 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. moatana 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
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Revenue Code, plus the additions to income in subsection (2)
and less the deductions from income in subgection (3}. It is
the intent of the legislature that federal taxable invome as
reported an a taxpayer's federal return for the taxable year
is the starting point for calculating the taxpayer's Montana
taxable income. A taxpayer who uses the federal standard
deduction to calculate federal taxable income shall also use
the federal standard deduction, subject to the applicable
adjustments in subsections {(2) and (3), to calculate Montana
taxable income. A taxpayer who uses the federal itemized
deductions to calculate federal taxable income shall also
use the federal itemized deduction, subject to the
applicable adjustments in subsections (2} and (3), to
calculate Montana taxable income.

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

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

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

income;

(¢} losses on the sale of United States obligations
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that the state is prohibited from taxing to the extent the
losses have been dedurted 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 tc arrive at adjusted gross income, any
expenses incurred to produce the interest inceme.

(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;

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

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 11, 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 Eederal tax credit allowed
under sections 21 and 22 of the Internal Revenue Code for
household and dependent care services necessary for gainful
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 S1.6Q00 total per
return.

tg) benefits not in excess of $3,600 receiued 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 15-31-113(1){(a)(ii);

(j) net railrcad 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 1law preempts this income from state

taxation.

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

read:

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

tty--the-ttems-referred-to-in-sections-+6k-and--2kt--ot
che--internat--Revenne--Code-0f-19547-or-ma-secticons-t6i-and
2tt-shati-be-inbeited-or-amended;-subject-—to--the--following
exceptions-—which-aAre-not-deductibies
tay--ttems-provided-for-in-15-36-123+
tb}--state—-income-tax-paid;
t23--federal-—-income--tax-patd-within-the-taxabte-years
t33-—-expenses-of-househotd-and-dependent-care—-services
as-outiined-in-subsections-t3ytay-through-t3ytey-and-subject
to--the--timitations-—and-~rules--as--set-out-in-subsections
+33tdy-through-t3rtfy-as-foitowss
tay--expenses-for-household-and-dependent-care-services
necessary-for-gainfui-employment-incurred-fors
tiy--a-dependent-under-i5-years--of--age-—for--whom--an
exempéicn—can—be’ciaimeér
ttt¥-a---~dependent--as--allowabie-—under--15-38-11245}7
except-that-the-timitations-for-age-and-gross-income-de--not

applyr-whe-ia-unabie-to-care-£for-himseif-because-of-physieal
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or-mentai-iiineas;-and
ttti}-a--apouse--who-—its—-unabite——~to--care——for-himseif
beeause-cf-phystcat-se-mentat-itinesss
tby--empitoyment-related--expenses--incurred-——-for---the
feitowing--services;--but-onty-if-such-expenses-are-ineunrred
to-enable-the-taxpayer-te-be-gainfuiiy-empioyed+
tiy--housenold-services—-which-are-attributabte—-to--the
eare-of-the-quattfying-indtviduatr;-and
tiry-ecare-———of-—-an-—-individuat--who--quatifies--under
subsection-{Iftars
tef--expenses—itncurred-in-maincaining--a--househeold-—if
ever--harf--of--the--cost--of--marntnining--the-household-is
furnsahed-by-an-inditviduatr-ar;-—tf-the-individuat-ts-—-married
during-the-apptiecabie-periad;-ts-furntshed-by-the-individual
and-his-apouses
tdy--the-—-ameunts--—-deduectible-—-in--subasectron—-¢3}tay
throngh—{33{cy-are-aubiesct-to-the-fortewing-timttations:
tty--a—deduetion—is-attowed-under-subsection-{33fajy-for
emptoyment-retated-expenses-inenrred-during-the yemr-oniy-te
the-extent-such-expenses-do-not-exceed-54;:8686+
titit}-expenses-—-for--services--in--the---housemhaid---arm
deductibte--under--subsection--{3j¢ay-for-employment-retated
expenaes-onty-tf-they--are--tneurred--for--services--tn--the
taxpayerts--—houschotd;-——-except---that---empieyment-related

expenses-—incurred——for--services--sutside-—-ehe-—-paxpayer's
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hovashatd--are~-deductible;-but-enty-if-ineurred-for-+he-care
af-a-quatifying-rndividuvat-described-in-subsection-t33taytz}
end-sniy-to-the-sxecent-such--expensesa-—incurred-—during——the
year-do-nat-execeeds
tA}-—-527408--in-——the-case-of-one-quatifying-indrviduai;
{B}--$376680-in-the-case-of-two-quatifying--itndividnatasr
and
t€E¥--54,808-~in-—the--case--¢f-three-or-more-guatifying
tndividuatss
tey—-itf-the-—combined--adiusted-—gross-—income-~of--the
taxpayers-—-exceeda-9187000-Ffor-the-taxabte-year-during-whieh
the---expenses~--are---tnenrredy;---the---amount----sf----trhe
empisyment-retated-—expenses——incurrad—-must--ba--reduced-by
ene-half-ef-the-excess-of-the-combined-adjuated-grass—income
aver-518;060+ .
tfy-~for-purposes-of-this-subaection-¢3¥+
tty--married—coupies-shati-fite-p-joint-return-or——fiie
separatety-on-the-same—-forms
tity-tf--the--taxpayer--is-married-during-any-period-of
the-taxabte-year;-emproyment-retated-expenses--incurred--are
deductibie-onty-if+
th}--both-spouses-are-gainfully-emptoyed;-tn-which-case
the-sxpenass-are-deductible-onty-+toe-the-extent-that-they-are
a-direct-result-sf-the-empioyment;-or

tB}-—-the-spouas-is-a-~quatifying-individual-described-in
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subsection-{t3¥tat{iiiys
titij-an--individuai--tegatiy-separated-frem-his-spouse
under-a-decree-of-diverce-osr-af-separate-maintenance-may-—not
be-considered-as-marrieds
tivi-the-deduetion-far-empioyment-retaced-expenses—muse
be--divided--equatiy--between--the---spouses-—-when---filting
aeparateiy-cn-the-same—forms
fv}f~payment——made~~to--c——chiid"of—tha—taxpayer—who—is
urder-i19-yearas-cf-age-at-the-cisae-of-the-taxabie--year--and
paymenta--made—-to-—an--individuat--with--respect—-to-whom-a
deduction-is-attowabie-—under—35-36-112¢{5)-are-not-deductible
as-employment-retated-sxpensesa;
t4y-—in-~the---case---of-——an--—individuaks---politieal
conkributions--determined--in-accordance-with-the-previaions
af-seection-2i8¢a}-and-tby-of-the-internat-Revenue-Eode——that
were-in-effect-for-the-taxabie-year-ended-Becember-31;-1978;
t54(1) that portion of expenses for organic fertilizer
allowed as a deduction under 15-32-303 which was not
otherwise deducted in computing taxable income; and
£6¥{2) contribuytions 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. HNonresident Nonresident's and temporary
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resident-taxpayers———-adjusted--gross part-year resident's

taxable income ---deduetisans. (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 Erom
sources within this state but shait does not include income
from annuities, interest on bank deposits, interest on
bonds, notes, or other interest-bearing obligations, or
dividends on stock of corporations except to the extent to
which the-same-ahaii-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 withent outside this
state shall be allocated and apporticned under rules
prescribed by the department.
t2}--In-the-case-of-a-teaxpayer-other-than-a-resident-of
this-state-who-is-a-resident-asf-a-state-that-impeses--a--tcax
on-the-income-of-naturat-peraens-residing-within-that-atate;
the--—-deductions——-atlowed -—in—-eomputing--net--income--are
rescricted-te-those-directiy-sonnected-with--the-—preoduction
of-Mantana-tneomes
+33-—In-the-case-sf-a-taxpayer-other—than-a-resident-of
this-state-who-ia-a-resident-of-a-srate-thar-does-net-impose

a-—-tax-on-the-itncome-of-matural-perasna-residing-within-that
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stater-the-deductions-atiowed-itn-computing--net-—income—-are
rerbricted--to-the-greater-of-those-directiy-retating-to—the
praduction-of-Montana-itncome-or-a-prorated-amount--of-~rhese
atiowed-——under---15-38-123:---Por——--the--purpases--of--this
subsectiony-deductions-aitowed-under-15-36-121-appity-onty-ts
earned-income-and-must-be-prorated-according--te——the—-ratie
that--the--caxpayerls—-Montana--earned——income-—-bears-to-his
federai-earned-incomes
+4t--pA——temporary--resident--shaii—-be--aliowed---those
deductions-and-the-credit-under-15-32-189-attowed-a-restdent
to--the--extent-that-suen-deductions-or-credit-were-actuaily
incurred-or-expendad-in-the--atate--of--Mentana--during——the
conrse-of-his-residencys
t5¥--For--the-purposes-of-this-sectiony-earned-incomel
shaii-be-defined-as-the-same-term—ta-defined-in--section--43
of--the--internali--Revenune--Eede;--or--as--that--section-may
subsequentiy-be-amendeds
t6y--Notwithstanding-the-provisions-ef-subsections-—¢2}
and--{3y7--any-conktribution-made-afrer-December—-31;-39827-to
the-state-of-Montana—-or—-a--political--subdivisten--thereot
shati--be--an—-atlewabie--deduction-in-computing-net-incomes
The-daduction-ts-sabsject-to-the--limitations——set--forth--in
secktion-170~of-the-internal-Revenue—-Code-nf-1954;-aa-tabeted

or-amendeds

{2} (a} To calculate Montana taxable income, a
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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

tii} 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})l, that are directly attributabie 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

taxable income. A nonresident taxpayer who uses the federal

itemized deductions to calculate federal taxable income

shall alsc use the federal itemized deductions as a basis

for calculating Montana taxable income.

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

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

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

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

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

of Montana.

(b) To calculate Montana taxable income, a part-year
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resident taxpayer may deduct the following:

{i) that portion of the federal deduction Eor perscnal

exemptions that Montana adjusted gross income bears to

federal adjusted gross income; and

(ii) that portion of the federal standard deduction

that Montana adijusted 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 gress income.

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

also use the federal standard deduction to calculate Monrana

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-vear resident is allowed the credit under

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

exprnditures incurred in Montana during the taxable year.

+#¥(5) For purposes of this section, "installment
sales" means sales in which the buyer agrees to pay the

seller in one or more deferred installments.”

Section 13. 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 thé year during which he was
a resident. PFhe--exemptionsa-provided-in-15-368-112-shati-pe
prorated-on-the-ratio--the--Mentana-—-adjusted-—gross--tneome
bears~--ca——federar—-adqusted-gross-incomes A Montana citizen
moving out of the state, abandoning his residence in the
state, and establishing a residence elsewhere must file a
return on the fractional basis. If he obtains employment
outside the state without abandoning his Montana residence,
then income From sueh the out-of-state employment is taxable
in Montana."

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

"15-30-135. Tax on beneficiaries or £fiduciaries of
estates or trusts. t3} A tax shaii-be is imposed, at the

rate imposed on a single person, upon either the fiduciaries

or the beneficiaries of estates and trusts as hereinafter

provided in this section, except to the extent aueh the

estates and trusts shaii--be are held for educational,
charitable, or religious purposesy. which The tax shatt must
be levied, c¢ollected, and paid annually with respect to the

income of estates or of any kind of property held in trusti.s
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tnetudings
tay——inceme--received--by-—-estates-—-of-deceased-persons
during-the-period-of-administration--or--settiement-—-of--the
estake;
thy-—income--aceumuiated--tn-—trust-~fer-the-benefir-of
unborn-or-unascertained-persons-sr-—peracons-—with-——-econtingent
interests;
ted-~tncome—-hetd--for--future-—distributien——-under-the
terms—of-the-witi-or-truscs—and
tdy-—tncome——which--is--to--be-—-ditstributed---to-——ths
benefictariea---pericdicatiys-~whether—-or--not--at--regular
itntervais;-and-the-tncome--collected--by--a--gquardian--of--a
minory—to-be-hetd-or-distributed-as-the-court-may-directs
t2¥--fhe--£fidueiary-shati-be-respoenaibie-for-making-the
return-of-income-£far-the-astate-or-trust-for-which-he-—acets;
whether--the-fiduetary-or—-the-penefictartes-are-taxabla-with
refersnce-to-the-income-af-asuch-estate-or--—truset;——-In--cases
under--sabsections-—{ay--and--tdy--—of-——subsection--tit37--the
fiduetary-shaltl-itnetude-in-the-return-a--statement—-of——sach
benefieiaryla--distribubive-—share-of-net-inceme; whether-ox
not-distributed-before-the-elese-of --the--taxable--year--for
which-the-return-+a-mades
t3y--in--¢cases——under—-subsectiona-tayr;-tby;-and-tei-of
subasection-tiy7-the-tax-shatrt-be-imposed-upon-the--fidauciary

of-the-estate-sr-trust-with-respect-to-the-net-imeema-af-the
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estare--or-trugt-and-shait-be-patd-by-the-£idustary-——tf-the
caxpayeris-nec-income-for-the-taxebie-year-ef-tha-earata——ar
erust--is-computed-upon-the-basts-cf-a-period-different-from
that -upon-the-basis-af-which-the-net-ineome-of-phe-estate-or
rrust-is-computed;-then-his-distributive-share--of--the-—net
income--of--the-estate-or-trust-fer-any-accounting-peried-of
speh-estate-or—traat-ending-within-the--fisecai--ar--catendar
year--shatri--be--computed--upon--the--basis--on--which--such
beneftetaryia-—aet-income——is--computeds--¥In--such--casea;—-a
beneficiary——not-a-restdent-shali-be-taxable-with-reapect-to
his-ineceme-derived-through-such-estate-osr-trust-onty-to--the
sxtent-—pravided--in--15-36-131--for--tndividunis-erher-than
residentas
t43--Phe-fiductary-of-a-trust-ereated-hy-an-empioyer-as
a-part-of-a-ateck-bonua;-penaieny-ar-prafit-sharing-ptan-£feor
the-excinsive-benefrt-of-some-or-ati-of--nis--emptoyeesar;--re
whieh--contributionas-are-made-by-such-empioyer-or-empioyees;
sr-Bothy-for-the-rurpose-of-distributing-to--such--employees
the--sarnings~-and-——principat-of-the-fund-accumutated-by-the
trust-in-accordance-with-such-ptany--shati--noe-~be--taxabie
under-—this-secttony-but-any-amount-contributed-to-such-fund
by-the-émplayer-and-atri--earnings-—-of--such--fund--shati--he
inciuded--in--computing-the-income-of-the-diatributee-in-the
year—-in-which-distributed-oar-made-avatiabie-to-him-

t5)--Where-any-part-sf-tha-inceme-af-a-truskt-other-than
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a-testamentary-trust-is-er-may-be-sppiied-to-the-payment--of
premiums——upen--patieies-—af--imnsurance--en--the-tife-of-the
grantor-texcept-peticies-of--insurance--irrevocabiy--payabte
for-the-purpeses-and-in-the-manner-specified-retating-to-the
ac-ecatied--leharitable-—contributionti--deductiont-—or-to-the
paymentfof-premimmSvupcn—poiicies—eE—-iiEe--in:urnnce—-ﬁhder
which--the--grantor-—ia--the--bBenefieciaryr--sueh-part—of-the
income—oE—the—trust—shaii—be-ine}uded—in—computing—-thé~—net
tncome-of-the-grantors"

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

"15-30-136. Computation of income of estates or trusts
-- exemption. (1) Except as otherwise provided in this

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) dividenda;

tb}y interest received or accrued, including iInterest
received on obligations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income from
cbligations of=<

t%¥ the United States government er--the--state--of

Mentana; and
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tit}y-a-seheoi-disteicts-or
titt}-a-——county;—--municipatityr--district;~-cr—-other
poiiticat-subdivision-of-the-states
7fcy—winceme-from—partnetships—nnd—other—fidueiuriesr
td}-—-gress-renta-and-royattiess
te}--gain-from-sate-or-exchange-of-property;—-inctuding
those——gains-thar-are-excinded-from-—gross—income-for-federal
frductary-income-tax-~purposes--by--section-—-64tted-—-af-—the
internat-Revenue-Eode-of-1954;-as-amended:
tEy--gresa-profit-from-trade-or-business;-and
tg¥(b) refunds recovered on federal income tax, to the
extent the deduction of such federal income tax resulted in
a reduction of Montana income tax liability for the taxable

year 1988.

{2) In computing net income, there are allowed as
deductions:
tay--tnterest--expenses-—-deductibte--for--federai---cax
purpésesa--according--to--section-i63-of-the-Internat-Revenue
Eode-of-19547-as-amendedr
tby—-taxes-paid-or-acerued--within--the--taxabte--vyear;
inectuding--but--not--timited--to-—-federal--inceme—-tax7——but
exciuding-Mentans-inceme-tax+
ter-—-that--fidueciaryts-——-pertion-——-ef---depreciation-——ar
depiatian--which--ts--deductibte-—-for--federal--tax—purposes

according-to-sections-1677-6tt7--and--642--af--the--Iinternal
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Revenue-€ode-af-19547-as-amended:
{td3-—-charitabie--contributiens—-that-are-deductibie-far
federal-tax-purpeses-acecarding--to--section--642tey—-of-—the
Internat-Revenue—-€Eode-o£-13545;-as-amended;
tef-—admintstrative-expenses-eigined-for-faderal-income
tazx--purpeaes;--aceording--to-sections-212-and-642tgj)-of-the
Internat-Revenve-Eode-of-19547-as—-amended; -t f-such--=xpenses
were——not—-claimed-—as--a--deduction-in-the-determination—of
Montana-inher:tance-taxs
tfy-—~tosses—-from--firer——starmi--ahipwreck;--or-—other
casuatty-or-from-thefty-to-the-extent-not-compensated-for-by
inanrance--er-stherwiseyr-that-are-deductibie-for-federat-tax
purposes-according-te-section-165-of--the--Internat--Revenne
Eode-of-19545-as—amendeds
tg¥--net--operating-toss—deductions-attowed-for-£federat
incoma-tax-under-section-642tdy-of-the-internat-Revenue-code
o0f-19547-as-amendedr-—except-estates-—-may-—nat-—citaim--tosses
that-are-deductibie-on-the-decedentta-finat-returns
thi(a) all benefits, not in excess of .$3,600,

receliveds as an annuity pension or endowment under a

retirement plan or system; and
tiy-—as—federat-empioyeesl-retirement;
fity-as——retirement--from--pubtic-employment-in-a-state
other~than-Mentanar-or

ttrty-as--—an--annuttys--pensten;-—or--endowment———-under
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private-sr-esrperate-retirement-pians-or-syatems;
f+$--ati--benefits—-patd--under--the--Mentana-teacherst
retirement-system-that-are-specified-as-exempet-frem-taxation
by-39-4-786+
t4t--ait--benefits--patd--under--the---Montana---Publte
Emptoyees'--Retirement--System--ARet--that--are--specified-as
exempt—from-taxariten-by-19-3-165;
tk}--ail--benefits--paid--under--the--Mantana~--highway
patroimenis—-retirement--system-that-are-specified-as-exempt
from-taxaticn-by-19-6-765;
ti¥(b) Montana income tax refunds or credits thereof;.
tmy—-ati-benefits-paid-under-19-11-6027;-19-11-6847——and
9-11-695-re-retired-and-disabled-firemen-cr-their-surviving
spousesa-er-chitdren;
tny--aii--benefits——-paid-—-under--the--municipat--potice
officersi-retirement-system-that--are--apecified--asz-—-exempt
fram-taxation-by-19-9-168085=
t3y~~in-the-case-of-a-sharehoider-of a-corporartton-with
respeckt--to-which-the-eiection-provided-for-under-subechapter
Ss-of-the-internai-Revenue-Code-of£-1954, as-—amended;—~is——in
effect--but--with-reapect-to-which-the-siection-provided-for
under-+5-31-202-ta-—not-~tn- - effect;—-net--income--doema--net
tncinde--—any-part-oaf-rhe-corporationts-undistributed-taxabie
rncomey-net-operating-tossy-ecapitat-gains--er--other--gains;

profits;-—-or-—-icssea---required--to--be--tnetuded--in--the
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sharehotderis—federal-income-tax—net-income-by-reason-of-the
etection-under-subchapter-St-However;-the-sharehoideris-—net
tncome---shati-—-inelude———actuat---distribution———Erem-—the
cormoration-to-the-extent-itt-woultd--be--treated-—aas--taxabite
dividends--i+f-the-subchapter—-Ss-eteetion-were—not—in-effect-
t4y--Phe--fotitawing--addicionat——deductions--shati---be
atitswed-in-deriving-taxable-income-of-estates-and-crustss
ta}--any-—-ameunt——-of--income—-for-—the--taxabie--year
currantly-reguired-te-be-distributed -to--benefictartes——fer
such-years
th¥--many--other--amounts--property--patd-er-creditad-or
required-to-be-distributed-for-the-taxabie-year;
tet--the-amount-—~of--68%--of--the--execess--cf--the--net
iong-term—-capital-gain-over-the-net-ashort-term-cepttat-loss
for-the-taxable-years
t5¥--Fhe-exemption-attowed-fer-estates--and--trusts—--is
that-exemptien-provided-in-15-36-112¢2ytay-and-15-36~+12¢89)+
f63--A-—--trust-——or—-estate--exctuding-—benefita--under
Subseactiona—t23fit-through—t2¥thir-¢23{tMIs-or—t2+{tni-may—net
excinde-benefita-deacribed-in—-subsection——{2ythy-—£rem-—net
tncome-uniesa-the-benefits-recerved-under-subasectiona—t2ytid
through——{2¥tkyr——{23tmiy-or-+23tny-are-tess-than-5$3+68067-1n
which-case-the-trust——-or--estate--may--combine--benefits--en
exciude-up-to-a-tetal-6f-5$3;600-from—net-incomes

{3) A trust or estate that elects to itemize its
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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 yeatv 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
therean shall be, from the time they are due and payable, a
persanal debt from the person or fiduciary liable to pay-the

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

jointly and severally liable for the tax and any interest

and penalty unless the department determines, based on the

criteria in section 6013(e) of the Internal Revenue Code,

that a spouse is relieved of liability."

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

"15-30-142. Returna-and-payment-of-tax—-—-penaity--and
interest—--~- refunds----credits Filing of returns. (1) Every
simgle-individuai-and-every-married-individoat-net-£iting—- 2z
joink--retorn--with--his--or—-her--spouse-and-having-a-gross
income-for-the-taxable-yerr-of-more-than-51;6087-as-adjusced
under--the--previstons--of--subsection~-~+Fy7-~-and---married

tndivrdnats---not--filting--aeparaté--returns--and--having--a
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combined-grosas-income-for-the~-taxablie-—-year--of—-mere--than
5270007--as-adinsted-under-the-proviatons-of-suvbaection-¢7+7

shati-be-tiabie-for-a-return-to-be-fited resident, part-yearcr

resident, or nonresident deriving any income from Montana

shall file a tax return, on sueh forms and according to such

rules as the department may prescribe, if that person:

{a) is_ _subject to the requirement of iiling 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--gross

ineome—-—amounts-—referred-to-in-the-preceding-sentence-ahaltl
be-itnerenasd-by-5800; -as-adjusted-under—-the-~provisions——-of
15-39-132{Fy-and-+847-for-each-additionat-personat-exemption
attowanee--the-taxpayer-is-entitied-to-claim-for-himseif-and
hia-apouse-under~15-36-112¢t3y-and-t4}--A-~nonresrdent—-shaii
be--required--to--frte--a-return-tf-his-gress-income—for-the
taxabre-year-derived-from-soureea-within-Mentana-exceeds-the
amounk-of-the-exempeion-deduction-he-its--entitted--to--claim
for----himseif---and--his--spouse--under--the--provisiona-—of
$5-36-112t2¥7--tI¥7-—and--t4}7--as--prorated -according-—-to
¥5-36-312t67<
t2¥--In--accordance--with-instruections-set-forth-by-the
departmentr-every—taxpayer-who-is-married--and--ttving--with

hesband-or-wife-and-ta-required-teo-fite-a-return-may;-at-his
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or-her-optiony~file-a-jotnt-return-with-husband-or-wife-even
thoogh-~one--cf--the--spouses--has--neither-gross—income-nor
deductionas-if-a-jotnt-return-is--mades--the--tax--shaiit--be
computed--on--the-aggregate—taxablte-tncome-and-+hea-tiabitiey
with-respect—to-the-tax-shait-be-joint—-and--severat---3f--na
Joint--return-has-been-fited-for-a-taxabie-year;-the-apeuses
may-not-fite-separate-returns-after-the-time-for-£fiting--the
return—-of--either--has—-expired--uniess--—the--department-so

consentas

{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.

(3) If any snech 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 so
computed is greater by S$l 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 rgfund of
the excess.

{5) As scon 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 theerebofore paid, the excess shall be paid by the
taxpayer to the department within 60 days after notice of
the amount of the tax as computed, with interest added at
the rate of 9% 3/4 of 1% per annum month or fraction thereof
on the additional tax. In-such-case-there-shali-be There is
no penalty because of such the understatement, provided the
deficiency is paid within 60 days after the first notice of
the amount is mailed to the taxpayer.

¢33--By-November-1-ef-each-year;-the--department--shait
muitiply-—the-—-minimum--ameunt-ocf-gross-income-—necessrtating
the-fiting-of-a-return-—-by-—the--infiation--factor--for--the
taxablie—-year:-These-adijusted-amounts-are-effective-for-thae
taxabie-year;-and-persons-havrrng--grosa——ineomea--tess--than
these-adiusted-amounts-are-nst-required-to-fite-a-raturns

¢8y-~individunl--itncome——tax--formy-~distributed-by-the
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deparcment-for-each—taxable-year-must--contain--itnstructions
and--eables--based-~on--the-adjusted-base-year-structare-for
that—taxabie~yeaes"

Section 18. Ssection 15-30-144, MC», is amended to
read:

"15-30-144. Time for filing -- extensions of time. ¢34
Returns shatt must be made to the department on or before
the i5th-day-cf-the-dth-month-foltewtng-—-the--citose--gé-~the
taxpayerta--fiacat--yeary——or-—itf--the-return-+a-made-en-the
basts-of-the-caltendar-yeary-then—the-return-shait-be-made-on
or-before-the-t5th-day-of-Aprit-foitowing-the-ctose-~af-—the

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

shall submit to the department copies of any federal

extension of time for filing. Each return shait must set
forth sueh facts as the department considers necessary for
the proper enforcement of this chapter. There shati must be
annexed to sweh the return the affidavit or affirmation of
the persons making the return t¢ the effect that the
statements contained therein are true. Blank forms of return
shat} must be furnished by the department upon application,
baut failure to secure the form shatt does not relieve any
taxpayer of the obligation to make any return reguired under
this law. Every taxpayer liable for a tax under this law
shall pay a minimum tax of $1.

t2y--An--antomatire-6-month-extensren-of-time-for-filing
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a-reruen-is-atiowed;~provided-that-on-or-befsre-the—due—date
of-the-returny-an-apptication-ta--made--on—-farms--avariabie
from-the-departmentc-or-in-writing-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 limitaticons and for 1 additional year.
If the tazxpayer fails to file a record of changes in federal
taxable income or an amended return as reguired by
15-30-304, the statute of limitations shat: 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 amcount of adjusted
gress net taxable income stated in the return, the statute

of 1limitations aha*i: does not apply for 2z additional years

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

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-dees-net-etect-to-take—-tha
standard--—-deduction--previded--for--in--15-36-122 may, in
computing net income, claim a deduction for the payment of a
contribution to the <child abuse and neglect prevention
prtogram as follows:

{l) IE 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 amount of the ~ontribution and apply the
deduction in the taxable year for which he is filing the
return."”

Section 21. section 15-36-303, MCA, is amended to
read:

"15-30-303. Confidentiality of tax records. (1) Except
in accordance with proper Jjudicial order or as otherwise
provided by law, it is unlawful for the department or any
deputy, assistant, agent, clerk, or other officer or
employee to divulge or make known in any manner the amount

of income or any particulars set forth or disclosed in any
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report ar return required under this chapter or any oOther
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 repeort 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 acticn
or proceeding in any court, except 1in any action or
proceeding to which the department is a party under the
provisions of this chapter or any other taxing act or on
behalf of any party to any action or proceedings under the
provisions of this chapter or such other act when the
reports or facts shown thereby are directliy 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
peitinent to the action or proceedings and no more. ,

{3) MNothing 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 counection with his tax;

(b) the publication of statistics so classified as to

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

(¢) the inspection by the attorney general or aother
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
of fender be an officer or employee of the state, he shall be
dismissed from ocffice and be incapable of holding any public
office in this state for a period of 1 year thereafter.

{6) MNotwithstanding 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 cfficer 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 individuwal 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 such othev state, as the case may
be, grant substantially similar priviieges to the proper
cfficer of this state charged with the administration of
this chapter.

{7) Further, notwithstanding any of the provisions of
this section, the department shall furnishs

fay--to--the--department--of-—juatice--att--information
neceasary-to—-identify--thoass-—-persona--quatifying-—£for--che
additionat-exemption—for-blindness-pursoant—t+6-15-30-132+4}5
for--the--purpese--of-—enabiing-the-department-af-justice-to
admintster-the-proviatons-o£f-61-5-185;-and

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

Section 22, sSection 15-30-32i, MCA, is amended to
read:

“15-30-321. Penalties for violation of chapter. (1) If

any person, without purposely or knowingly violating any
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requirement imposed by this chapter, fails to file a return
of income on or before its due date (determined with reqard
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 sueh the return as of its due datesy
but-in-ne-event-shati-the-penatty--for--faiture--to--filte——a

Teturn-by-its-due-date-be-tess-than-$5r or $10, whichever is

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

unpaid with respect to the return must be assessed for each

30-day period during which the tax remains unpaid following

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

department may abate the penalty if the taxpayer establishes
that the failure to file on time was due to reasonable cause
and was not due to neglect on his part. If any person,
without purposely or knowingly wviolating any requirement
irvosed by this chapter, fails %o pay any tax on or before
its due date tdetermined-with-regard-to-an-extensisr—af-time
granted--for-fiiitng-the-returny, there shall be added to the

tax a penalty of 8% 5% of sa+d the taxy;-but-nok--iesa--than

$57-~-and--inkerest. Tn addition, a penalty of 5% of the

delinguent tax must be assessed for each 30-day period

during which the tax remains unpaid following notificatian

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

accru:  on the tax at the rate of 9%-per-annum 3/4 of 1% per

month Ffor the entire peried 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, purpasely or knowingly
viclating any requirement imposed by this chapter, to make a
return o©f 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 tao 25%
thereof of the tax, but smch the additicnal amount shall in
noe case be less than $25, and interest at 1% for each month
or Eraction of a month during which the tax remains unpaid.

{3) Any individual, cerporation, or partnership ar 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 thereunder under this chapter, purposely or

knocwingly, fails to pay the tax or to make, render, or sign
any return or to supply any informaticon 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 mere than $1,000, to be recovered by the
attorney general in the name of the state by action in any

court of competent jurisdiction.y-and The person shall alse
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be guilty of a misdemeanor and shall wupon 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 tc 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 a3 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 1if
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;-providedy-howevers-that
no——deficieney-—penatty-shalii-be-lesa-than-52 of the tax. In

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

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

unpaid following notification of delinquency, with a maximum

30% penalty. Interest will be computed at the rate of 9% 3/4

_45_
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of 1% per annum month or fraction thereof on the additional
assessment. Except as otherwise expressly provided in this
subsection, the interest shall in all cases be computed from
the date the return and tax were originally due as
distinguished from the due date as it may have been extended
to the date of payment.

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

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

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

period covered by a return or statement."

Section 24. section 15-31-202, MCA, 1is amended to
read:
"15-31-202. Election by small business corporation.

{1} A small business corporation may-eieckt that has made a

valid election under subchapter 5. of Chapter 1 of the

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

imposed by this chapter.
f%i—-{f——ndsmaii—business—corporation—makes—an-eiection

under-sgbsection-ttyz-thens
taj-~with-—respect--to--the--taxable--—-years---of--—the

cefperation-—fcr——which--such——e}ection-—is—'in—effect7~su6h
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corporatton-is-not-subdect-kto——the--taxes--impesed——by~—this
chaprer--and;--with--respact--to——such-ktaxabie-years-and-at:
succeeding-taxabie-years;-the-provisions-of-this-paret-—appty
to-such-corporation:—-and
fby--with-reapect-teo-the-taxabie-years-ef-as-sharcholder
af-such-corperation-itn-which-or-with-which-the-taxabie-years
of-the-corporation-far—-which-such-etection-ts-in-effect-ends
the--provistons--of-this-part-appty-te-such-sharehotder;-and
with-tespect-—to-—such—-taxabie--years--and--aii--sueceeding
taxabie--years;--the--provisions--eof-this-part-appiy-té-asuwch
shareheiders
t3¥--An-etection-nunder-subsection-{i}-must-be—-made--~-4n
accordance—-with--rutes--prescribed--by--the-—department --of

revenues

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

election under subchapter S. of Chapter 1 of the Internal

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

of its first taxable year a copy of the internal revenue

service notification or other proef 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
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expiration of the 60 days, the corporation is subject to the

taxes impesed 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 30, and this chapter. For tax years

beginning on or after January 1, 1587, 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 1is 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 election section is not effective unless the
corporate net income or 1loss of sauch--etecting the

nonelecting small business corporation is inciuded in the

stockholders' adjusted--gross taxable income as-defined-in
35-36-31%.

{5) Every etecting nonelecting small business

corporation is required to pay the a 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 gqualifying corporations
unaffected. Notwithstanding the provisions of 15-31-121
corporations eiecting--and gualifying uander 15-31-202 shall
pay a minimum fee of $10."

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

"15-31-553. Fees to reimburse department for costs --
deposit in general fund. All meneya money collected under
15-31-551 and——15-31-552--shaitil-be is required to reimburse
the department o©f revenue for costs involved in the
preparation of the copies and certificates, All such-moneya

money collected shatl-go-—-inte must be deposited 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 threuagh and 15-31-553 shalil apply to
all returns on file and all returns toa-be filed hereafter

atter December 31, 1988."

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

"23-2-715. Assessment on passenger tramway receipts.
t1}--Fhe--department-—-is-~hereby--anthortzed--to--impose——an

assesament -of-1/4--of -1%--on--the--gross--receipts——af--aii
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passenger—-tramways-—aperated--in-—ehea--stace~-af-Montanar-Aa
mintmam-of-5100-shati-be-eotiected-annuatiy-frem-—-the--owney
af--a--passenger--tramway——facitity--The-asseasment-shati-be
eatcutrated-upon-gross-receipta-received——during-—the--period
Fury--t--of-—-any--year--te-duly-1-of-the-foltowing-years-The
assessments-shalli-be-collected-by-the~-department—-of-—-ravenune
and--remitted--to-the-state-speciat-revenue-fund-by-December
3i-cf-each-years

+2¥ All proceeds of the-groeas-receipts-assessment-—and
the fees collected under 23-2-714 shatt must be used enty 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,
15-368-12?+ 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. Purpocse. The purpose of 15-30-107,
+5-38-%2%7 15-31-117, 15-31-118, and this chapter is to
create a means by which small businesses operating in
Montana may establish independent 1liability funds to set

aside assets or make investments to meet any liability

claims Lthat might be made against the small businesses by
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third parties.”

Section 31. Section 33-27-103, MCA, is amended to
read:

*33-27-103. Definitions. As used in 15-30-107,
$5-38-12%7 15-31-117, 15-31-118, and this chapter, the
following definitions apply:

(1) "Fiscal year" means the l2-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 wreng 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
gqualified as a small business under the criteria established
by the federal small business administration on April 20,
1987,

(9) "Third party"” means a person other than an
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employee or the management o©of a small business or of a
subsidiary or closely related enterprise of a small
business."

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

*35-18-503. Annpai-fee-to--department--sf--revenne—-—--
exemption Exemption from ether taxes. €ooperatives Except as

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

transacting business in this state pursuank to the
provisions of this chapter shali-pay-annuaiiy-on-or-before
dJuty-t7-to-the-department-of-revenue-a-fee-o0f-518--for-—each
188--perseng-—-or-—fractiona--therecf--to-whom-etectricity-or
tetephone-service-is-suppiied-within-the-state--buty--except
as--provided-in-16-4-20%;-shati-be are exempt from all other
excise and income taxes e¢f-whatsoever-kind-er-nature.”
Section 33. section 53-z-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" nmeans 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 agency., regardless of the
original source of the assistance.

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

{5) “Net monthly income” means one-twelfth of the
difference between the net income for the taxable year as
the-term—net-income-ia-defined-in-15-30-18% and the state
income tax paid as determined by the state income tax return
filed during the current year.

(6} "Ward Indian" is hereby defined as an Indian who
is 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:

"61-31-524., Tax-paid decal required on camper --
application for decal —— application fee —- issuance. (1) Ko
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 thereen 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 shallt
must be made to the--department-cf-revenue-er the county
treasurer upon forms to be furnished for this purpose, which
may be obtained from the--department--ar--at the county
treasurer’'s office in the county wherein where tho owner

resides.7--and--is-——te The application must provide for

substantially the following infeormation:

(a) name of owner;

{b) address;

{c} name of manufacturer;

{dy model number;

{e) make;

{f) year of manufacture;

{(g) statement evidencing payment of the p.operty tax;
and

(h) =aek other informaticn as the department may
require,

{3) The application must be signed by the county
treasurer and eransmitead--By--him---to--—the-——-department
accompanied by an application fee of $l1. Upon receipt of the
application in approved form the deparement--or county
treasurer shall issue to the applicant a decal in the style
and design prescribed by-the-department and of 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 reguired by

subsection (1) to be affixed to each camper.*

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

"61-3-525. Annual application for decals. Application
may be made to the deparement-of-revenue-or county treasurer
for the 1issuance of camper decals annually when the motor
vehicle tc 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 a
form and upon aueh terms as it may determine, payable ocutr of
any revenues of the authority, including revenues derived
from:

{a) an airport or air navigation facility or
“acilities;

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

(c) grants or contributions from the federal
governhent; 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 sweh bonds may be 1ssued at any time
if the total amount of principal and interest to become due
in any year on saeh the bonds and on any then outstanding
bonds for which revenues from the same scurce or sources are
pledged exceeds the amount of such revenues to be rteceived
in that year as estimated 1n the resclution autherizing the
issuance cof 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
sueh the year at least equal to the amount of such principal
and interest due in that year.

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

cotherwise provided herein in this section, any bonds issued

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

{4) Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared to
be issued for an essential public and governmental purpose
by a political subdivision within-—-the---meaning---eof

t9-3g9-12ii¢23tat.
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{5) For the security of any sueh bonds, the authority
or municipality may by resolution make and enter intc any
covenant, agieement, or indenture and may exercise any
additicnal 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 cperation and
maintenance of the facilities.

(6) Subject to the conditions stated in this
subsection (6), the governing body of any munigipality
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 tinme
all revenues, including taxes, appropriated and collected
for sueh the bonds are insufficient to pay principal or
interest then due, it will levy a general tax upon all of
the taxable property in the municipality for the payment of
sueh the deficiency; and may further covenant that at any
time a deficiency is likely to occur within 1 year for the
payment of principal and interest due on sueh the bonds, it
will levy a general tax upon all the taxable property in the

municipality for the payment of sweh the deficiency.r--and
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sueh 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
authority issuing bonds pursuant to this chapter, the
municipalities may apportion the obligaticn to levy taxes
for the payment of, or in anticipation of, a deficiency 1in
the revenues appropriated for sueh the bonds in sueh a
manner as the municipalities may determine. The resolution
shall state the principal amount and purpose of the bonds
and the substance of the covenant respecting deficiencies,
He-such A resolution becemes does not become effective until
the question o©f 1its 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. 1If 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 sweh
the municipality or authority may nevertheless issue bonds
under this chapter payable solely from the sources referred

te in subsection (1) above."

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

through 15-30-117, 15-30-122, 15-20-123, 15-30-126,
15-30-127, 15-30-134, 15-31-5%52, 15-54-101 through
15-54-113, 15-56~101 through 15-5%6-113, 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 actl]l 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 inteqral 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
be renumbered within Title 15, chapter 30, if necessary to
improve the corganization of the chapter.

{(3) The code commissicner is instructed to make
changes throughout the Montana Code Annctated to reflect the

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 1invalid, all valid parts that are severable
from the invalid part remain in effect. 1If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

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

NEW SECTION. Section 42. Applicability dates. (1)
Except as provided in subsections (2) and (3), [this act]
applies to taxable years beginning after December 31, 18%89.

(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 1, 1989.

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

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

as introduced

DESCRIPTION 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 ¥vwpress Companv License Tax, the Sleeping Car Company License Tax, and the Store License Tax provisions;
and providing an immediate effective date and applicabiiity dates.

ASSUMPTIONS :
1. individual income tax 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 vear or the biennium (actual FY88
receipts).
4, All stere license taxes are assumed to be naid in the :ast quarter of the calendar vear for which thev are due.
3. The Express Company License Tax and the Sleeping Car Company License Tax are expected tc produce no revenue in
the coming biennium.
6. Administrative expenses of the Department of Revenue will be reduced $12,721 in each vear c¢I the biennium.
7. The provisions of this act apply to tax vears beginning after December 31, 1989; there is no impact in FYGO.

FISCAL IMPACT:

Revenue Impact:

FYOD FYS1
Current Law Fronosed Law Tirference Current Law Proposed Law Difference
Individual
Income Tax $239,124,000 $239,124,000 $ 0 $234,428,000 $251,828,000 $42,600,000)
Express Company
License Tax D 0 0 0 0 0
Sleeping Car Company
License Tax 0 0 0 0 0 0
Store License 270,040 270,000 0 273,000 0 ( 270,000)
Total $239,394,4G00 $239,394,000 $ 0 $254,698,000 %+ 251,828,000 512,870,000)
7 / anyy
DATE‘Q/'Z‘( &7 R /L, ‘“’"DTTE Do =N
RAY >HACKLEFORD, B GET DIRECTOR F‘"D VAN VALKE\%URG PRIMARY SPONSOR
Oftlce of Budget d Program Planning N3

Fiscal Note for $SB408, as introduced SE 9/0(



Fiscal Note Reguest SB408, as introduced

Form BD-13
Page 2

Fund Information:

FYOS0 FY91
Current Law Proposed Law Difference Current Law Proposed Law Difference
General fund $139,440,168  $139,440,168 $ 0 $148,347,096 $146,563,896 3(1,783,200)
Foundaticn Program 76,041,432 76,041,432 0 80,608,104 30,081,304 { 826.500)
Sinking “und 23,912,400 23,912,400 g 25,442,800 25,182,800 {  260,000)
Total $239,394,006  $239,394,000 3 0 $254,698,000 $251,823,000 $(2,870,000)
Expenditure Impact: (General Fund)
Personal Services § 5,871 $ 0 $( 5,871) $ 5,871 $ G 2 5,871)
Operating Expense 5,850 0 ( 6,830) 6,850 g { 5,850)
Total $ 12,721 5 0 $C 12,721) % 12,721 § 0 2( 12,721)

TECHNICAL NOTE:

The inceme tax provisions contained in this bill are revenue-neutral with two excerrtions. Centinuing to allow a 40Z%
exclusion of capital gains from installment sales entered into before January 1, :987 is projected to reduce revenue
$2,000,050 in FY91. This revenue loss will gradually erode as the amount reported for pre-1987 gains on

installiment sales declines in future vears.

The provision for allewing a deduction equal to the federal credit claimed for household and dependent care expense
is estimated to reduce revenue 3600,000 in each year after FY90.
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