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BILL NO. < é:f

Y %‘r OF THLD GOVERNOR

A BILL FOR AN ACT ENTITLED:

INTRODUCED BY

"AN ACT REVISING CERTAIN
PROVISIONS RELATING TO THE TAXATIOCN OF THE INCOME OF
INDIVIDUALS AND CORPORATIONS; RESTRUCTURING THE TAX BRACKETS
APPLICABLE TO THE TAXATION OF THE INCOME OF INDIVIDUALS;
EXTENDING THE EXCLUSION OF INTEREST INCOME TO ALL
INDIVIDUALS; ESTABLISHING CAPITAL GAINS AND LOSSES AS A
SPECIFIC TYPE OF INCOME AND SUBJECTING CAPITAL GAINS AND
LOSSES TO TAXATION; REVISIKNG THE STANDARD DEDUCTION
ALLOWABLE IN CALCULATING ADJUSTED GROSS INCOME FOR THE
PURPOSE OF DETERMINING INDIVIDUAL INCOME TAXES; INDEXING FOR
INFLATION THE AMOUNT OF RETIREMENT INCOME THAT IS EXCLUDABLE
FROM ADJUSTED GROSS INCOME; REVISING FOR NONRESIDENTS THE
FILING THRESHOLD ASSOCIATED WITH INDIVIDUAL INCOME TAXES;
REVISING THE EXEMPTIONS ALLOWABLE IN CALCULATING INDIVIDUAL
INCOME TAXES: REALLOCATING CORPORATION LICENSE TAXES
COLLECTED FROM BANKS AND SAVINGS AND LOAN ASSOCIATIONS:
AMENDING SECTIONS 15-30-103, 15-30-110 THROUGH 15-30-112,
15-30-122, 15-30-131, 15-30-142, 15-30-149, 15-31-304,
15-31-702, AND 20-9-343, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-103, MCA, is amended to read:
"15-30-103. Rate of tax. {l1) There shall be levied,

collected, and paid for each taxable year commencing on or

after December 31, 1968, upon the taxable income of every
taxpayer subject to this tax, after making allowance for
exemptions and deductions as hereinafter provided, a tax on
the following brackets of taxable income as adjusted under
subsection (2} at the following rates:

{(a) on the first $1;808-cf-taxabie-itncome-or-any--part
thereof-2%+

tby--on--the--—next-51;880-of-taxablie-tncome-or-any-part
thereof;-3%;

ted--on-the-nexe-$27688 $4,000 of taxable income or any

part thereof, 4% 3%;

td3(b) on the next $27880-of--taxable--income--or—-any
part-thereofr-5%+

tey--on——the-—next-52;886-of-caxabte-income-or-any-pars
cherenf -6%;

tf£y--on-the-next-$27880 $6,000 of taxable income or any
part thereof, #% 6%; and

tg}--en-the-next-547,000-cf-taxable-income-or--any--part
thereof;-8%+

thi--on--the--next-56;888-of -taxahie-income-or-any-part

cheresf;—9%;

_a- INTRODUCED BILL
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tiy--on-the-next-5$157;600-of-raxabie-inceme-or-any--part
thereof7-10%;

t+$¥(c} on any taxable income in excess of $357068
$10,000 or any part thereof, 1% 39%.

(2) By November 1 of each year, the department shall
multiply the bracket amount contained in subsection (1) by
the inflation factor for that taxable year and round the
cumulative brackets to the nearest $100. The resulting
adjusted brackets are effective for that taxable year and
shall be used as the basis for imposition of the tax in
subsection (1) of this section.”

Section 2. Section 15-30-110, MCA, is amended to read:

"15-36-110. Exemptien—for Treatment of gain on sale or

exchange of certain capital assets -- purpose -- duty of

department. (1} It is the purpose of this section that true

gain rather than nominal gain be used to determine the tax

on the sale or exchange of certain capital assets.

{2) Notwithstanding--the--provisions-—--ef---35-30-13i7
adjaared Adjusted gross income dees--not--inciude-40%-of
includes all capital gains or losses on the sale or exchange
of capital assets before-Becember-3:7;-1986; as capital gains
or losses are determined under subchapter P, of Chapter 1 of
the Internal Revenue Code as it read on December 31, 1986,

and as adjusted for inflation by the'department.

(3) The inflation factor to be used by the department
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in adjusting capital gains or losses must be based on the

same methodology as the inflation factors defined in

15-30-101¢(8}.

(4) Each year the department shall prepare and provide

with the income tax forms the inflation adjustment factors

to be used for all holding periods of capital assets."™

Section 3. section 15-30-111, MCA, is amended to read:

"15-30-111. Adjusted gross income. {l) Adjusted gross
income shall be the taxpayer's federal income tax adjusted
gross income as defined in section 62 of the Internal
Revenue Code of 1954 or as that section may be labeled or
amended and in addition shall include the following:

fa) 1interest received on obligaticns of another state
or tertvitory or county, municipality, district, or other
political subdivision thereof;

(b) refunds received of federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability; and

{c) that portion of a shareholder's income under
subchapter 8. of Chapter 1 of the Internal Revenue Code of
1954 that has been reduced by any federal taxes paid by the
subchapter S. corporation on the income; and

(d) capital gains or losses, as described in

15-30-110.

(2) MNotwithstanding the provisions of the federal
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Internal Revenue Code of 1954 ‘as labeled or amended,
adjusted gross income does not include the following which
are exempt from taxation under this chapter:

{a) all interest income from obligations of the United

States government, the state of Montana, county,
municipality, district, or other political subdivision
thereof;

(b} interest income earned by a taxpayer age--65--or
otder in a taxable year up to and including:
(i) $B66 for a taxpayer Ffiling a separate return,

adjusted by the inflation factor for that taxable year and

rounded to the nearest 510, $800Q; and

{ii) and--53t7686 for each joint return, double the

amount listed in subsection {2)(b}(i} for a separate return;

{c) all benefits, not in excess of $3,600, adjusted by

the inflation factor for that taxable year and rounded to

the nearest $10, received:

{i} under the Federal Employees' Retirement Act;

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

(iii) as an annuity, pension, or endowment under any
private cr corporate retirement plan or system;

(d) all benefits paid under the teachers' retirement
law which are specified as exempt Erom taxation by 19-4-70&;

(e) all benefits paid wunder The Public Employees'
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Retirement System Act which are specified as exempt Erom
taxation by 19-3-105;

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

{g) all Montana income tax refunds or credits thereof;

{h} all benefits paid under 19-11-602, 19-11-604, and
19-11-645 tc retired and disabled firefighters, their
surviving spouses and orphans or specified as exempt £from
taxation by 19-13-1003;

{1} all benefits paid under the municipal police
officers' retirement system that are specified as exempt
from taxation by 13-9-1005;

{(j) gain required to be recognized by a liquidating
corporation under 15-31-113(1)(a}{ii):

(k) all tips covered by section 3402(k) of the
Internal Revenue Code of 1954, as amended and applicable on
January 1, 1983, received by persons for services rendered
by them tc patrons of premises licensed to provide food,
heverage, or lodging:

{1y all benefits received under the workers'
compensation laws;

(m) all health insurance premiums paid by an employer
for an employee if attributed as income to the employee

under federal law; and
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(n) all berefits paid under an optional retirement
program that are specified as exempt from taxation by
18-21-212.

{3) In the vase of a shareholder ¢of a corporation with
respect to which the election provided for under subchapter
5. of the Internal Revenue Code of 1954, as amended, is in
effect but--with-reapect-to-which-the-alection-provided-feor
under-3+5-3t-2627-as-amended;-—ts-—not--in--effect, adjusted
gross income dess--not--inelnde--any--part-of includes the
corporation's undistributed taxable income, net operating
loss, capital gains or other gains, profits, or losses
required to be included in the shareholder's federal income
tax adjusted gross income by reason of the said election
under subchapter S. Howeverj;--the--sharehoiderts--adijusted
gross--income--shaltt--itnctude--scruat-diatributtons-from-the
corporation-to-the-extent-rhey-would-be-treated-~-g2a--taxable
dividends--if-the-subehapter-S5:-election-vere-not-itn-effects

(4) A shareholder of a DISC that is exempt from the
corporation license tax under 15-31-102(1)(1l) shall include
in his adjusted gross income the earnings and profits of the
DISC in the same manner as provided by federal law (section
395, Internal Revenue Code} for all periods for which the
DISC election is effective,

{5} A taxpayer who, in determining federal adjusted

gross income, has reduced his business deductions by an
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amount for wages and salaries for which a federal tax credit
was elected under section 448 of the Internal Revenue Code
of 1954 or as that section may be labeled or amended is
allowed to deduct the amount of such wages and salaries paid
regardless of the credit taken. The deduction must be made
in the year the wages and salaries were used to compute the
credit. In the case ©of a partnership or small business
corporation, the deduction must be made to determine the
amount of income or loss of the partnership or small
business corporation.

(6) Married taxpayers tiling a joint federal return
who must include part of their social security benefits or
part of thelr tier 1 railroad retirement benefits in federal
adjusted gross income may split the federal base used in
calculation of federal taxable social security benefits or
federal taxable tier 1 railroad retirement benefits when
they file separate Montana income tax returns. The federal
base must be split egually on the Montana return.

(7 A taxpayer receiving retirement disability
benefits who has not attained age 65 by the end of the
taxable year and who has retired as permanently and totally
disabled may exclude from adjusted grass income up to $100
per week received as wages or payments in lieu of wages for
a pericd during which the emplcyee is absent from work due

to the disability. If the adjusted gross inccme before this

-8-



LS TY I S |

[+~ TR B~ B N

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

22

23

24

25

LC 1391/01

exclusion and before application of the two-earner married
couple deduction exceeds $15,000, the excess reduces the
exclusion by an equal amount. This limitation affects the
amount of exclusion, but not the taxpayer's eligibility for
the exclusion, 1If eligible, married individuals shall apply
the exclusion separately, but the limitation for income
exceeding $15,000 is determined with respect to the spouses
on their combined adjusted gross income. For the purpose of
this subsecticn, permanently and totally disabled means
unable to engage in any substantial gainful acti "i+v by
reason of any medically determined physical or mental
impairment lasting or expected to last at least 12 months.

(8) A persan receiving benefits described in
subsections {2)(d) through (2){f), (2)(h), or (2){i) may not
exclude benefits described in subsection (2)(c) Erom
adjusted gross income unless the benefits received under
subsections (2)(d) through (2}(f), (2}(h}, or (2}(i) are
less than $3,600, in which case the person may c¢ombine
benefits to exclude up to a total of $3,600 from adjusted
gross lncome. ({Subsection (2)(k) terminates on cccurrence
of contingency--sec. 3, Ch. 634, L. 1983.)"

Section 4. section 15-30-112, MCA, is amended to read:

"15-30-112. Exemptions. (1) Except as provided in
subsections (7) and (8), in the case of an individual, the

exemptions provided by subsections (2) through (6) shall be
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allowed as deductions in computing taxable income.
(2) {a) An exemption of $800 shatt--be--attowed for
taxable years beginning after December 31, 1978, and ending

prior to January 1, 1989, and of $1,000 for taxable vyears

beginning after December 31, 1988, is allowed for the

taxpayer.
(b) An additional exemption cof $800 shaii--be--altowed
for taxable years beginning after December 31, 1978, and

ending prior to January 1. 1989, and of $1,000 for taxable

years beginning after December 31, 198B, is allowed for the

spouse Oof the taxpayer if a separate return is made by the
taxpayer and if the spouse, for the calendar year in wﬁich
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of ancther taxpayer.

{3 (a} an  additional exemption of $800 shati--pbe
attowed for taxable years beginning after December 31, 1978,

and ending prior to Januwary 1, 1989, and of $1,000 for

taxable years beginning after December 31, 1988, is allowed

for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

{bj An additional exemption of $800 shall-be-aliltowsd
for taxable years beginning after December 31, 1%78, and

ending prior to January 1, 1989, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse of the taxpayer if a separate return is made by the

~-10-
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taxpayer and if the spouse has attained the age of 65 before
the close of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

(4} (a) An additional exemption of 5800 sheil--be
atlowed for taxable years beglnning after December 31, 1978,

and ending prior to January 1, 1989, and of $1,000 for

taxable years beginning after December 31, 1988, is allowed
for the taxpayer if he is blind at the close of his taxable
year.

{(b) An additional exemption of $800 shaii-be-aliowed
for taxable years beginning after December 31, 1978, and

ending prier to January 1, 1589, and of §1,000 for taxable

years beginning after December 31, 1388, is allowed for the

spouse of the taxpayer if a separate retutn is made by the
taxpayer and if the spouse is blind and, for the calendar
year in which the taxable year of the taxpayer begins, has
no gross income and is not the dependent of another
taxpayer. For the purposes of this subsection {4)(b), the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayer, except
that if the spouse dies during such taxable year, such
determination shall be made as of the time of such death.
(¢} For purposes of this subsection (4), an individual

is blind only if his central visual acuity does not exceed
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20/200 in the better eye with correcting lenses or if his
visual acuity is greater than 20/200 but is accompanied by a
limitation in the fields of wvision such that the widest
diameter of the visual field subtends an angle nc greater
than 20 degrees.

{5} (a) An exemption of $B00 shatt--be-mltlowed for
taxable years beginning after December 31, 1978, and ending

prior to January 1, 1989, and of $1,000 for taxable years

beginning after December 31, 1988, is zlilowed for each

dependent:

{i} whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $800;
or

(ii) who is a child of the taxpayer and who:

(A) has noct attained the age of 19 years at the close
of the calendar year in which the taxable vyear of <the
taxpayer begins; or

(B) is a student.

(b} No exemption shall be allowed under this
subsection for any dependent who has made a Joint return
with his spouse for the taxable vyear beginning in the
calendar year in which the taxable year of the taxpayer
begins.

(c) For purposes of subsection (5}{(a)(ii), the term

"child” means an individual who is a son, stepson, daughter,

-12-
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or stepdaughter of the taxpayer.

{d) For purposes of subsection {(5){a)(ii)(B), the term
"student” means an individual who, during each of 5§ calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

(i) is a full-time student at an educational
institution; or

(ii) is pursuing a full-time course of institutional
on-farm training under the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a state. For purposes of this
subsection (5){d)(ii), the term "educational institution"”
means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regularly organized body cf students in attendance at the
place where its educational activities are carried on.

(6) 1In the case of a nonresident taxpayer, the
exemption deduction shall be prorated according to the ratio
the taxpayer's Montana adjusted gross income bears to his
federal adjusted gross income.

(7} For taxable years beginning after December 31,
1978, and before January 1, 1981, the amount allowed as a
deduction in subsections (2) through (6} shall be adjusted
as provided under section 9, Chapter 698, Laws of 1979 as

amended by section 4, Chapter 548, Laws of 1981.
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(8) For taxable vyears beginning after December 31,
1980, the department, by November 1 of each year, shall
multiply all the exemptions provided in this sectlon
unadjusted by subsection (?7) by the inflation factor for
that taxable year and round the product to the nearest S10.
The resulting adjusted exemptions are effective for that
taxable year and shall be used in calculating the tax
imposed in 15-30-103."

Section 5. sSection 15-30-122, MCA, is amended to read:

n15-30-122. Standard deduction. (1) In the case of a
resident individual, a standard deduction eguail-to-28%-of
adjusted-gross-ineome-shati-be is aliowed if elected by the
taxpayer on his return. The standard deduction shaii-be is
in lieu of all deductions allowed under 15-30-121. The
maximum standard deduction shait--be-$3:7568 is $2,000, as
adjusted under the provisicns of subsection (2), except that
in the case of a single joint return of husband and wife or
in the case of a single individual who gualifies to file as
a head of household on his federal income tax return, the
maximum standard deduction shatit~-be-$3;686 is $4,000, as
adjusted under the provisions of subsection (2). The
standard deduction shal may not be allowed to either the
husband or the wife if the tax of one of the spouses 1is
determined without regard to the standard deduction. For

purposes of this section, the determination of whether an

-14-
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individual is married shait must be made as of the last day
of the taxable vyear; provided, however, if one of the
spouses dies during the taxable year, the determination

amat: must be made as of the date of death.

{2) By November 1 of each year, the department shall
multiply the maximum standard deduction for single returns
by the inflation factor for that taxable year and round the
product to the nearest $10. The standard deduction for
joint returns and gualified head of househeold returns shaili
be is twice the amount for single returns. The resulting
adiusted deductions are effective for that taxable year and
ahatt must be used in calculating the tax imposed in

15-30-103."

Section 8. Section 15-30-131, MCA, is amended to read:

“15-30~131. Nonresident and temporary resident
taxpayers —— adjusted gross income -- deductions. (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 shall not
inciude income from annuities, interest on bank deposits,
interest on bonds, notes, or other interest-bearing
obligations, or dividends on stock of corporations except to
the extent to which the same shall be a part of income from

any business, trade, profession, or occupation carried on in

this state. Interest income from installment sales of real
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or tangible commercial or business property located in
Montana must be included in adjusted gross income. Adjusted
gross income from sources within and without this state
shall be allecated and apportioned under rules prescribed by
the department.

{2) In the case of a taxpayer other than a resident of
this state who-ts-a-resident-of-a-state-that-impeses-a-tax
on-the-tnecome-of-natarai-persons-residing-within-rhat-state,
the deductions allowed in computing net income are
restricted to those directly connected with the production
of Mentana income.

t3}--In-the-caae-ef-a-taxpayer-cther-than-a-reatdenc-of
this-state-whe-ta-g-reaitdent-of-a-scate-that-dees-nob-impese
s-tax-on-the-income-ef~naturat-persons-residing-within--that
stater;--the--dednckrons--arrtowed-tn-coampating-net-tncome-are
restricted-to-the-greater-of-those-directly-retating-£o-~-the
prodactton—-sf-—-Montana-itncome-or-a-prorated-amount-of -rthose
atiowed--under--15-30-12+---Fer---the---porposea---of —--this
subsectiony-deductions-atiewed-under-15-j0-t2t-appty-onty-to
earned--income--and--must-be-prorated-according-to-the-ratts
that-the-taxpayeris—-Montana--earned--inesme--bears-—to--his
federat-earned—tneomes

t43(3) A temporary resident shall be allowed those
deductions and the credit under 15-32-109 allowed a resident

to the extent that such deductions or credit were actually

-15-
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incurred or expended in the state of Montana during the
course of his residency.

t53{4) For the purposes of this section, "“earned
income" shall be defined as the same term is defined in
section 43 of the Internal Revenue Code, or as that section
may subsequently be amended.

+6¥(5} Notwithstanding the provisions of subsections
subsection (2) amd-+3}, any contribution made after December
11, 1982, to the state of Mocntana or a political subdivision
thereof shall be an allowable deduction in computing net
income. The deduction is subject to the limitations set
forth in section 170 of the Internal Revenue Cocde of 1954,
as labeled or amended.

+7¥(6) Por purposes of this sectien, "installment
sales" means sales in which the buyer agrees to pay the

seller in one or more deferred installments."
Section 7. section 15-30-142, MCA, is amended to read:

"15-30-142. Returns and payment of tax —-- penalty and

interest —-- refunds ~— credits. (1) Every single individual,

including a nonresident, and every married individual,

including a nonresident, not filing a joint return with his

or her spouse and having a gross income for the taxable year
of more than §1,000, as adjusted under the provisions of
subsection (7). and married individuals, including

nonresidents, not filing separate returns and having a
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combined gross income for the taxable year of more than
32,000, as adjusted under the provisions of subsection (7)),
shall be liable for a return to be filed on such forms and
according to such rules as the department may prescribe. The
gross income amounts referred to in the preceding sentence
shall be l1ncreased by $868 $1,000, as adjusted under the
provisions of 15-30-112(7) and (8}, for eacn additional
personal exemption allowance the taxpayer 1s entitled to
claim for himself and his spouse under 15-30-112(3) and (4).
A-nenrezident-shait-be-required-to-—-fite--a--return——-tf--his
gross-—inesme--for--the--taxable—-year--derived-from-scurces
within—Mentana-exeeeds-the-amount-of-the-exemptron-deduction
he-is-entitted-to-ctaim-—for-himsetf-and-his-seponse-—under-the
provistons--of--35-30-112¢2y7 —t3)y7--and--té}v--~as--prorated
accarding-to-15-36-112¢6%<

{2) In accordance with instructions set forth by the
department, every taxpayer who is married and living with
husband or wife and is required to file a return may, at his
or her option, file a joint return with husband or wife even
though one of the spouses has nelther gross income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. I£f a
joint return has been filed for a taxable year, the spouses

may not file separate returns after the time for filing the

-18-
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return of either has expired unless the department so
consents.

(3) If any such taxpayer is unable +tc make his own
return, the return shall be made by a duly authorized agent
or by a4 guardian or cother person charged with the care of
the person or property of such taxpaver.

{(4) All taxpayers, including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amcount of income tax payable and shall, at the
time of filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provided, however, the tax so
computed 1is greater by $1 than the amourt 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 shall be 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 theretofore paid, the excess shall be paid by the

taxpayer to the department within 60 days after notice of
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the amount of the tax as omputed, with interest added at
the rate of 9% per wm or fraction thereof on the
additional tax. In such ise there shall be no penalty
because of such understatement, provided the deficiency is
pald within 60 days after the first notice of the amount 1is
mailed to the taxpayer.

{7} By November 1 of each year, the department shall
multiply the minimum amount of gross income necessitating
the filing o©of a return by the inflation facror for the
taxable year. These adjusted amounts are effective for that
taxable vyear, and persons having gress incomes less than
these adjusted amounts are not reguired to file a return.

(8) Individual income tax forms distributed by the
department for each taxable year must contain instructions
and tables based on the adjusted base vyear structure for

that taxable year."

Section 8. Section 15-30-149, MCA, is amended to read:
"15-30-149. Credits and refunds - period of
limitations. (1) If the department discovers from the
examination of a return or upon claim duly filed by a
taxpayer or upon final judgment of a court that the amount
of inccme tax collected is in excess of the amount due or
that any penalty or interest was erroneously or illegally

collected, the amount of the overpayment shall be credited

against any income tax, penalty, or interest then due from
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the taxpayer and the balance o©of such excess shall be
refunded to the taxpayer.

(2) {(a) A credit or refund under the provisions of
this section may be allowed only if, prior to the expiration
of the period provided by 16-30-145 and by 15-30-146 during
which the department may determine tax liability, the
taxpayer files a claim or the department determines there
has been an overpayment.

(b) If an overpayment of tax results from a net
operating loss carryback, the overpayment may be refunded or
credited within the period that expires on the 15th day of
the 40th month following the close of the taxable vyear of
the net operating loss if that period expires later than S
years from the due date of the return for the year to which
the net operating loss is carried back.

(3) Within & months after a claim for refund is £iled,
the department shall examine said claim and either apprcve
or disapprove it. If said claim is approved, the credit or
refund shall be made to the taxpayer within 60 days after
the claim is approved:; if the claim is disallowed, the
department shall so notify the taxpayer and shall grant a
hearing thereon upon proper application by the taxpayer. If
the department disapproves a claim for refund, review of the
determination o©of the department may be had as otherwise

provided in this chapter.
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(4) Except as hereinafter provided for, interest shall
be allowed on cverpayments at the same rate as is charged cn
delinquent taxes due from the due date of the return or from
the date of the overpayment (whichever date is later) to the
date the department approves refunding or crediting of the
overpayment. With respect tc tax paid by withholding or by
estimate, the date cof overpayment shall be deemed to be the
date on which the return for the taxable year was due. No
interest shall accrue on an overpayment 1if the taxpayer
elects to have it applied to his estimated tax for the
succeeding taxable year, nor shall interest accrue during
any period the processing of a claim for refund is delayed
more than 30 days by reason of failure of the taxpayer to
furaish information requested by the department for the
purpose of verifying the amount of the overpayment. No
interest shall be allowed :if:

{a) the overpayment is refunded within &-menths 60
days from the date the return is due or the date the return
is filed, whichever date is later;

(b) the overpayment results from the carryback of a
net operating loss; or

{c} the amcunt of interest is less than Sl.

{5) An overpayment not made incident to a bona fide
and orderly discharge of an actual income tax liability or

cne reasonably assumed to be imposed by this law shall not
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be considered an cverpayment with respect to which interest
is allowable."”
Section 9. Ssection 15-31-304, MCA, is amended to read:
“15-31-304. Allocation of nonbusiness income. {1)
Rents and royalties from real or tangible personal property,

capital gains as described in 15-30-110, interest,

dividends, or patent or copyright royalties, to the extent
that they constitute nonbusiness income, shall be allocated
as provided in subsections {2) through (5) of this secticn.

(2) ({a) Net rents and royalties Ffrom real property
located in this state are allocable to this state,

(b} Net rents and royalties from tangible personal
property are allocable to this state:

{i) if and to the extent that the property is utilized
in this state; or

{(ii) in their entirety if the taxpayer's commercial
domicile is in this state and the taxpayer is not organized
under the laws o©of or taxable in the state in which the
property is utilized.

{c) The extent of wutilization of tangible personal
property in a state is determined by multiplying the rents
and royalties by a fraction the numerator of which is the
number of days of physical location of the property in the
state during the rental or royalty period in the taxable

year and the denominator of which is the number of days of
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physical location of the property everywhere during all
rental or royalty periods in the taxable year. If the
physical locaticn of the property during the rental or
royalty period is unknown or unascertainable by the
taxpayer, tangible personal property 1s wutilized 1n the
state in which the property was located at the time the
rental or royalty payer obtained possession.

(3) (a) Capital gains and losses, as described in

15-30-110, from sales of real property located in this state

are allocable to this state.

{b) Capital gains and losses, as described in

15-30-1106, from sales oI tangible personal property are
allocable to this state if:

{i) the property had a situs in this state at the time
of the sale; or

fii) the taxpayer's commercial domicile is in this
state and the taxpayer is not taxable in the state in which
the property had a situs.

(c) Capital gains and losses, as described in

5-30-110, from sales of intangible personal property are
allocable to this state 1f the taxpayer's commercial
domicile is in this state.

(4) Interest and dividends are allocable to this state
if the taxpayer's commercial domicile is in this state.

(S) (a) Patent and copyright royalties are allocable
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to this state if and to the extent that:

{i) the patent or copyright is utilized by the payer
in this state; or

{ii) the patent or copyright is utilized by the payer
in a state in which the taxpayer is not taxable and the
taxpayer's commercial domicile is in this state.

{b) A patent is utilized irn a state to the extent that
it is employed in production, fabrication, manufacturing, or
other processing in the state or to the extent that a
patented product 1s produced in the state. IE the basis of
receipts from patent royalties does not permit allocation to
states or if the accounting procedures do not reflect states
of utilization, the patent is utilized in the state in which
the taxpayer's commercial domicile is located.

{c) A copyright is utilized in a state to the extent
that printing or other publication originates in the state.
If the basis of receipts from copyright royalties does not
permit allocation to states or if the accounting procedures
do not reflect states of wutilization, the copyright is
utilized in the state 1in which the taxpayer's commercial
domicile is located.”

Section 10. section 15-31-702, MCA, is amended to
read:

"15-31-702. Distribution of corporation license taxes

collected from banks or savings and loan associations. (1)
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All corporation 1license taxes collected from banks and
savings and loan associations shall be distributed in the
following manner:

{a) 20% must be remitted to the state treasurer to be
allocated as provided in 15-1-501(2); and

(b) B8&% 32% is statutorily appropriated, as provided
in 17-7-502, for allocation to the wvarious taxing

jurisdictions within the county, other than school-related

jurisdictions, im which the bank or savings and loan

assoclation is located; and

{c) 48% must be remitted to the state treasurer to be

deposited 1n the state equalization aid account, described

in 20-9-343, within the state special revenue fund.

{(2) The corporation license taxes distributed under
subsection (1) (b) shall be allocated to each taxing
jurisdiction in the proportion that its mill levy for that
fiscal year bears to the total mill levy of the taxing
authorities of the district in which the bank or savings and
loan assocliatlion is located.

{3) "Taxing jurisdictions" means, for the purposes of
this section, all taxing authorities within a county., other

than school-related jurisdictions, permitted under state law

tc levy mills against the taxable value cof property in the

taxing district in which the bank or savings and loan

association is located.

~26-



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

25

LC 1391/01

(4) If a return filed by a bank or savings and loan
association invelves branches or offices in more than one
taxing jurisdicticn, the department of revenue shall provide
a method by rule for equitable distribution among those

taxing jurisdictiocns.”

Section 11. section 20-9-343, MCA, is amended to read:

*20-9-343. Definition of and revenue for state
equalizatlion aid. (1) As used in this title, the term "state
equalization aid” means these-mensya the money deposited in
the state special revenue fund as reguired in this section
plus any 1legislative appropriation of money from other
sources for distribution to the public schools for the
purpese of equalization of the foundation program.

{2) The legislative appropriation for statce
equalization aid shalt must be made in a single sum for the
biennium, The superintendent of public instruction has
apthority-te may spend such the appropriation, together with
the earmarked revenues provided in subsection (3), as
regquired for foundation program purposes throughout the
biennium.

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

fa) 31.8% of all money received from the collection of

income taxes under chapter 30 of Title 15;
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{b) 25% cf all money, except as provided in 15-31-702,
received from the collection of corporaﬁion license and
income taxes under chapter 31 of Title 15, as provided by
15-1-501;

{¢) 100% of the money allocated to state egualization
from the collection of the severance tax on coal;

{(d) 100% of the money received from the treasurer of
the United States as the state's shares of oil, gas, and
other mineral royalties under the federal Mineral Lands
Leasing Act, as amended;

(e) interest and I1ncome money described in 20-9-341
and 20-9-342;

{(f) income from the education trust fund account; and

{g) 4B% of the revenue collected under 15-31-702 from

corporation license taxes on banks and savings and loan

assoclations; and

tg3(h) in addition to these revenues, the surplus
revenues collected by the counties for foundation program
support according to 20-9-13131 and 20-5-333.

(4) Any surplus revenue in the state equalization aid
account in the second year of a biennium may be used to
reduce the appropriation required for the next succeeding
biennium.”

NEW SECTTON. Section 12. Extension of authority. Any

existing authority to make rules on the subject of the
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provisions of [this act] is extended to the provisions of
[this act].

NEW SECTION. Section 13. Effective date -
retroactive applicability. [This act) is eftective on
passage and approval and applies retroactively, within the
meaning of 1-2-109, to taxable years beginning after
December 31, 1988, and all tax revenue recorded on or after
December 31, 1589, regardless of when the tax obligation
accrued.

-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  SB463, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:

An act revising certain provisions relating to the taxation of the income of individuals and corporations;
restructuring the tax brackets applicable to the taxation of the income of individuals; extending the exclusion of
interest income to all individuals; establishing capital gains and losses as a specific tvpe of income and
subjecting capital gains and losses to taxation; revising the standard deduction allowable in calculating adjusted
gross income for the purpose of determining individual income taxes; indexing for inflation the amount of retirement
income that is excludable from adjusted gross income; revising for nonresidents the filing threshold associated with
individual income taxes; revising the exemptions allowable in calculating individual income taxes; reallocating
corporation license taxes collected from banks and savings and loan associations; and providing an immediate
effective date and a retroactive applicability date.

ASSUMPTIONS:

1. Individual income tax collections are projected to be $239,124,000 in FY90, and $254,428,000 in FY91 (REAC).
2. Corporation license tax collections are projected to be $49,207,000 in FY90, and $49,503,000 in FY91 (REAC).

3. The distribution of net long-term capital gains and realizations across holding periods for Montana is the same
as the national distribution.

4, The proposed law tax bracket boundaries, exemption levels, standard deduction amounts, interest exclusion
amounts, and retirement exclusion amcunts are base year 1980 values.

5, The proposal is not anticipated to impact Department of Revenue administrative expense.

6. The proposal applies to taxable years beginning after December 31, 1988, and all tax revenue recorded on or
after December 31, 1989.

7. The line item impacts of the provisions of this proposal are estimated to be as follows:
PROVISION IMPACT
Adjust Capital Gains for Inflation $( 8,209,000)
Extend Elderly Interest Exclusion to All Filers ( 6,031,000)
Adjust Interest Exclusion for Inflation ( 1,707,000)
Adjust Retirement Exclusion for Inflation ( 1,131,000)
Change Base Year Standard Deduction (12,177,000)
Change Base Year Exemption Value ( 9,615,000)
Change Base Year Tax Brackets ( 2,606,000)
Interaction Effects ( 152,000)
Total Change $(41,628,000)
gﬂzﬂ%& DATE3//D/E 7 oatg 2- 157
SHACKLEFO » BUDGET DIRECTOR BRUCE D. CRIPPEN, PRIMARY SPONSOR

Of ice of Budget and Program Planning
Fiscal Note for SB463, as introduced
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Fiscal Note Request S5B463, as introiduced

Form BD-15
Page 2

FISCAL IMPACT:

Revenue Impact:

Individual
income Tax
Coporation
License Tax
Total

Fund Information:

General Fund

Foundation Program 87,312,824

Sinking Fund
Local Govt.
Nonschool

Local Govt.

Total

FY90
Current Law Proposed Law Difference
$239,124,000 $197,496,000 $(41,628,000)
49,207,000 49,207,000 0
$288,331,000 $246,703,000 $(41,628,000)
FY90
Current Law Proposed Law Difference
$168,024,932 $143,797,436 $(24,227,4963
75,311,549 (12,001,275)
28,871,813 24,709,013 (4,162,800)
4,121,431 2,060,716 (2,060,715)
0 324,286 824,286
$239,124,000 $197,496,000 $(41,628,000)

FYol
Current Law Proposed Law Difference
$254,428,000 $212,800,000 $(41,628,000)
49,503,000 49,503,000 0
$303,931,000 $262,303,000 $(41,628,000)
FY91
Current Law Proposed Law Difference
$177,087,090 $152,859,594 $(24,227,496)
92,240,133 81,507,360  (10,732,773)
30,428,893 26,266,093 (4,162,800)
4,174,885 0 (4,174,885)
0 1,669,954 1,669,954
$303,931,000 $262,303,000 $(41,628,000)
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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 SB 463, on third reading

DESCRIPTICN OF PROPOSED LEGISLATION:

An act revising certain provisions relating to the taxation of the income of individuals and corporations;
restructuring the tax brackets applicable to the taxation of the income of individuals; extending the exclusion of
interest income to all individuals; establishing capital gains and losses as a specific type of income and
subjecting capital gains and losses to taxation; revising the standard deduction allowable in calculating adjusted
gross income for the purpose of determining individual income taxes; indexing for inflation the amount of retirement
income that is excludable from adjusted gross income; revising for nonresidents the filing threshold associated with
individual income taxes; revising the exemptions allowable in calculating individual income taxes; reallocating
corporation license taxes collected from banks and savings and loan associations; and providing an immediate
effective date and an applicability date.

ASSUMPTIONS:

1. Individual income tax collections are projected to be $256,617,000 in FY90, and $274,732,000 in FY91 {HJR13).

2. Corporation license tax collections are projected to be $51,044,000 in FY90, and $51,474,000 in FY91 (HJR13).

3. The distribution of net long-term capital gains and realizations across holding periods for Montana is the same
as the national distribution.

4, Current law treatment of capital gains from installment sales would be repealed.
5. The proposed law tax bracket boundaries, exemption levels, standard deduction amounts, interest exclusion
amounts, and retirement exclusion amounts are base vear 1980 values.
6. The proposal is not anticipated to impact Department of Revenue administrative expense.
7. The proposal applies to taxable years beginning after December 31, 1989, and all tax revenue recorded on or
after December 31, 1690.
8, The line item impacts of the provisions of this proposal are estimated to be as follows:
PROVISION IMPACT
Adjust Capital Gains for Inflation $( 5,903,000)
Change Base Year Standard Deduction (12,504,0090)
Change Base Year Exemption Value ( 9,809,000)
Change Base Year Tax Brackets ( 2,655,000)

Interaction Effects
Total Change

ﬂﬂk«i DATE

DAVE LEWIS, BUDGET DIRECTOR
Office of Budget and Program Planning

Fiscal Note for SB463, on third reading
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Fiscal Note Request SB463, on third reading

Form BD-15
Page 2

FISCAL IMPACT:
Revenue Impact:

FY90
Current Law Proposed Law Difference
Ind. Income Tax $256,617,000 $256,617,000 $ it
Corp. License Tax 51,044,000 51,044,000 0
Total $307,661,000 $307,661,000 3 0
Fund Information:
FYOO
Current Law Proposed Law Difference
General Fund $179,283,000 $179,283,000 $ 0
Foundation Program 93,296,000 93,296,000 0
Sinking Fund 30,807,000 30,807,000 0
Local Govt. 4,275,000 4,275,000 0
Total $307,661,000 $307,661,000 $ 0

) FYol
Current Law Proposed Law Difference
$274,732,000  $242,256,000 $(32,476,000)
51,474,000 51,474,000 0
$326,206,000 §293,730,000 $(32,476,000)

FYO1
Current Law Proposed Law Difference
$190,059,000 $171,158,000 $(18,901,000)
99,148,000 91,426,000 ( 7,722,G00}
32,657,000 29,410,000 (3,247,000)
4,342,000 1,736,000  (2,606,000)
$326,206,000 $262,303,000 $(32,476,000)
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AFPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 463
INTRODUCED BY CRIPPEN, RAMIREZ, GAGE

BY REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING CERTAIN
PROVISTIONS RELATING 1TO THE TAXATION OF THE INCOME OF
INDIVIDUALS AND CORPORATIONS; RESTRUCTURING THE TAX BRACKETS
APPLICABLE TO THE TAXATION OF THE INCOME OF INDIVIDUALS;
EXTENDING THE EXCLUSION aF INTEREST INCOME TO ALL
INDIVIDUALS; ESTABLISHING CAPITAL GAINS AND LOSSES AS A
SPECIFIC TYPE OF INCOME AND SUBJECTING CRPITAL GAINS AND
LOSSES TO ‘TAXATION; REVISING THE STANDARD DEDUCTION
ALLOWABLE IN CALCULATING ADJUSTED GROSS INCOME FOR THE
PURPOSE OF DETERMINING INDIVIDUAL INCOME TAXES; INDEXING FOR
INFLATION THE AMOUNT OF RETIREMENT INCOME THAT IS EXCLUDABLE
PROM ADJUSTED GROSS INCOME; REVISING FOR NONRESIDENTS THE
FILING THRESHOLD ASSOCIATED WITH INDIVIDUAL INCOME TAXES;
REVISING THE EXEMPTIONS ALLOWABLE IN CALCULATING INDIVIDUAL
INCOME TRXES: REALLOCATING CORPORATICON LICENSE TAXES
COLLECTED FROM BANKS AND SAVINGS AND LOAN ASSOCIATIONS;
AMENDING SECTIONS 15-30-103, 15-30-110 THROUGH 15-30-112,
15-30-122, 15-30-131, 15-30-142, 15-30-149, 15-31-304,
15-31-702, AND 20-9-343, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND A-REPROAETIVE AN APPLICABILITY DATE."

@ana Legisiative Council
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-103, MCA, is amended to read:

“15-30-103. Rate of tax. (1) There shall be levied,
collected, and paid for each taxable year commencing on or

after December 31, 1968, upon the taxable income ©f every

taxpayer subject to this tax, after making allowance for
exernptions and deductions as hereinafter provided, a tax on
the following brackets of taxab.e income as adjusted under
subsection (2) at the followling rates:

{a) on the first $¥r000-of-taxable income - or-amy--part
thereof;-2%;

tby--on--the-—-next-$1r0808-o0f-taxabie-tncome-or-any-part
thereofr-3%;

tey--on-the-next-527888 $4,000 of taxable income or any

part thereof, 4% 3%;

td¥(b) on the next §$2;888-cf--taxabte--tnecoame-—sr--any
pare-thereof;—5%;

ted-—on--the--mext-$2;68080-o0f-taxabte-income-ar-any- part
therpaf -6%;

tfy--on-the-next-525868 $6,000 of taxable income or any
part thereof, % 6%; and

tgr—-on-the-next-54;880-cf-taxable-income-or--any--part

theraof -8%;

thi--en--the--next-5670808-af-taxabte-income-sr-any-part
thereofr-9%;

-2 SB 463
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tiy--en-the-next-5$15;080-0f-taxabre-income-or-any~-~-part
thereof7;-18%;

£3¥{c) on any taxable income in excess of $35;888
$10,000 or any part therecf, ii% 9%.

{(2) By November 1 of each year, the department shall
multiply the bracket amount contained in subsecticn (1) by
the inflation factor for that taxable year and round the
cumulative brackets to the nearest $100, The resulting
adjusted brackets are effective for that taxable year and
shall be used as the basis for imposition of the tax in

subsecticon (1) of this section.”
Section 2. section 15-30-~110, MCA, is amended to read:

"15-30-110. Exemptron-for Treatment of gain on sale or

exchange of certain capital assets -- purpose -- duty of

department., (1) It is the purpose of this section that true

gain_rather than nominal gain be used to determine the tax

on the sale or exchange of certain capital assets.

{2) Notwithatanding--the--provisiens --of---15-38-13115
adjusted Adjusted gross income does--not--include-46%-of
includes all capital gains or losses on the sale or exchange
of capital assets before-Becember-317;-19865 as capital gains
or losses are determined under subchapter P. of Chapter 1 of
the Internal Revenue Code as it read on December 31, 1986,

and as adjusted for inflation by the department,

3) The inflation factor to be used by the department
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in adjusting capital gains or losses must be based on  the

same methodology as the inflation factors defined 1in

15-30-101(8).

(4) _Each year the department shall prepare and provide

with the income tax forms the inflation adjustment factors

to be used for all holding perioads of capital assetrs.”

Section 3. Section 15-30-111, MCA, is amended to read:

"15-30-111. Adjusted gross income. (1) Adjusted gross
income shall be the taxpayer's federal income tax adjusted
gross income as defined in section 62 of the Internal
Revenue Code of 1954 or as that section may be labeled or
amended and in addition shall include the following:

{a) interest received on obligations of ancther state
or terrltory or county, municipality, district, or other
political subdivision thereof;

(b) refunds received of federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability; and

{c) that portion o©of a shareholder’'s income under
subchapter S. of Chapter 1 of the Internal Revenue Code of
1954 that has been reduced by any federal taxes paid by the
Subchapter §. corporation on the income; and

(d} capital gains or losses, as _ described in

15-3¢-110,

(2} Notwithstanding the provisions of the federal

—4- SB 463
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Internal Revenue Code o¢f 1954 as labeled or amended,
adjusted gross income does not include the following which
are exempt from taxation under this chapter:

(a) all interest income from obligations of the United

States governmant, the state of Montana, county,
municipality, district, or other political subdivision
thereof;

{b) interest income earned by a taxpayer age--65--sr
stder AGE 65 OR OLDER in a taxable year up tc and including:
(i} 6808 §550 for a taxpayer filing a separate return,

adjusted by the inflation factor for that taxable year and

rcunded to the nearest $107-5866; and

(ii) and-5%7686 for each Jjoint return, double the

amount listed in subsection (2)(b)(i} for a separate return;

{c) all benefits, not in excess of 3600 $2,400,

adjusted by the inflation factor for that taxable year and

rounded to the nearest Sl0, received:

{i} wunder the Federal Employees' Retirement Act;:

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

{(iii) as an annuity, pensicn, or endowment under any
private or corporate retirement plan or system;

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

(e} all benefits paid under The Public Employees'
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Retirement System Act which are specified as exempt from
taxation by 1%-3-105;

{f) all bhenefits paid uander the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

(g} all Montana income tax refunds ar credits thereof;

(h) all benefits paid under 1%-11-602, 19-11-604, and
18~11-605 to retired and disabled firefighters, their
surviving spouses and orphans or specified as exempt from
taxation by 19-13-1003;

(i) all benefits paid under the municipal pclice
officers' retirement system that are specified as exempt
from taxation by 19-9-1005;

{j) gain reguired to be recognized by a liquidating
corporation under 15-31-113(1)(a)(ii);

{k} all tips covered by section 3402(k) of the
Internal Revenue Code of 1954, as amended and applicable on
January 1, 1983, received by persons for services rendered
by them to patrons of premises licensed to provide food,
beverage, or lodging;

{1y all benefits received under the workers"'
compensation laws;

{my all health insurance premiums paid by an employer
for an employee if attributed as income to the employee
under federal law: and
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(n) all benefits paid under an optional retirement
preogram that are specified as exempt Ffrom taxation by
19-21-212.

(3) In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
S. of the Internal Revenue Code of 1954, as amended, is in
effect WBue--with-respect-to-which-the-eatection-previded-for
undar-15-3¥-282;-as-amended;--i19--not--in-—-effect, adjusted
gross  income does--not--inciude--any--part-ef includes the
corporation's undistributed taxable income, net operating
loss, capital gains or other gains, profits, or losses
required to be included in the shareholder's federal income
tax adjusted gross income by reason of the said election
under subchapter §. Hewevery--the--shareholder's--adiusted
grass--income—-shati--inciude-~actual-distributions-from-the
corporatien-to-the-exteant-they-wouid-pe-treated--as--eaxabte
dividenda--if-the-subehapter-S:-election-were-not-in-effeces

(4) A shareholder of a DISC that is exempt from the
corporation license tax under 15-31-102(1)(1) shall include
in his adjusted gross income the earnings and profits of the
DISC in the same manner as provided by federal law (section
995, Internal Revenue Code) for all periods for which the
DISC election is effective.

{5} A taxpayer who, in determining federal adjusted

gross income, has reduced bhis business deductions by an
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amount for wages and salaries for which a federal tax credit
was elected under section 448 of the Internal Revenue Code
of 1954 or as that section may be labeled or amended is
allowed to deduct the amount of such wages and salaries paid
regardless of the credit taken. The deduction must be made
in the year the wages and salaries were used to compute the
credit. In the case of a partnership or small business
corporation, the deduction must be made to determine the
amount of income or loss of the partnership or small
business corporation.

[6) Married taxpayers filing a joint federal return
who must include part of their social security bensfits or
part of their tier 1 railrocad retirement besefits in federal
adjusted gross income may split the federal base used in
calculation of federal taxable social security benefits or
federal taxable tier 1 railroad retirement benefits when
they file separate Montana income tax returns. The Cfederal
base must be split equally on the Montana return.

(7) A taxpayer receiving retirement disability
benefits who has not attained age 65 by the end of the
taxable vyear and who has retired as permanently and totally
disabled may exclude from adjusted gross ilncome up to  $100
per week received as wages or payments in lieu of wages for
a period during which the employee is absent from work due

to the disability. If the adjusted gross income before this
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exclusion and before application of the two-earner married
couple deduction exceeds $15,000, the excess reduces the
exclusion by an equal amount. This limitation affects the
amount of exclusion, but not the taxpayer's eligibility for
the excliusion. TIf eligible, married individuals shall apply
the exclusion separately, but the limitation for income
exceeding $15,000 is determined with respect to the spouses
on their cambined adjusted gross income. For the purpose of
this subsection, permanently and totally disabled means
unable to engage in any substantial gainful activity by
reason of any medically determined physical or mental
impairment lasting or expected to last at least 12 months.

(8) A person receiving benefits described in
subsections (2)({d) through (2}{£), (2)({h). or {(2){i) may not
exclude pbenefits described in subsection (2){c) Ffrom
adjusted gross income unless the benefits received under
subsections (2)}(d) through (2)(f), (2}th}, or (2)(1i) are
less than $3,600, in which case the person may combine
benefits to exclude up to a total of $3,600 from adjusted
gross income, (Subsection {2)(k) terminates on occurrence

of contingency--sec. 3, Ch. 634, L. 1983.)"
Section 4. section 15-30-112, MCa, is amended to read:

*15-30-112. Exemptions. (1) Except as provided in
subsections (7) and (8), in the case cf an individual, the

exemptions provided by subsecticns (2) through (6) shall be
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allowed as deductions in computing taxable income.

(2) (a4} An exemption cof $80C ahati--be--altewed for
taxable vyears beginning after December 31, 1378, and ending

prior to January 1, 1989, and of $1,000 for taxable years

beginning after December 31, 1988, 1is _allowed for the

taxpayer.
(b} An additional exemprion of $800 skati--be--—atieowed
for taxable years beginning after December 31, 1978, and

ending prior tao January 1, 1988, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of another taxpayer.

(3} (a) An additional exemption of $800 shaii--be
attowed for taxable years beginning after December 31, 1378,

and ending prior to January 1, 1989, and of $1,0080 for

taxable vears beginning after December 31, 1988, is allowed

for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

(b An additional exemption of $800 ahaiti-be-atlewed
for taxable years beginning after December 31, 1978, and

ending prior to January 1, 1989, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse o©f the taxpayer if a separate return is made by the
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taxpayer and if the spouse has attained the age of 65 before
the close of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

{4) f{a) An additional exemption of $800 shati--be
sitewed for taxable years beginning after December 31, 1978,

and ending prior tc January 1, 1989, and of $1,000 for

taxable years beginning after December 31, 1988, is aliowed

for the taxpayer if he is blind at the close of his raxable
year.

{b) An additional exemption of $800 shail-be-atlowed
for taxable years beginning after December 31, 1978, and

ending prior to January 1, 1989, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind and, for the calendar
year in which the taxable year of the taxpayer begins, has
no gross income and is not the dependent of another
taxpayer. For the purposes of this subsection (4){(b), the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayer, except
that if the spouse dies during such taxable year, such
determination shall be made as of the time of such death.
{c) For purposes of this subsection {4), an individual

is blind only if his central visual acuity does not exceed
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20/200 in the better eye with correcting lenses or If his
visual acuity is greater than 20/200 but is accompanied by a
limitation in the fields of visiecn such that the widest
diameter of the visual field subtends an angle no greater
than 20 degrees.

(5) (a) An exemptian of $800 anaii--be-aliowed for
taxable years beginning after December 31, 1978, and ending

prior to January 1, 1989, and of $1,000 for taxahble years

bé¢ 3inning after December 31, 1988, is__ailowed for each

dependent:

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer -begins is less than $800;
or

(i1} who is a child of the taxpayer and who:

{A) has not attained the age of 19 years at the close
of the calendar year in which the taxable vyear of the
taxpayer begins; or

(B} 1is a student.

(b} No exemption shall be allowed wunder this
subsection for any dependent who has made a jeint retucrn
with his spouse for the taxable year beginning in the
calendar year in which the taxable year of the taxpayer
begins.

(c} PFor purposes of subsection (5)ta)(ii), the term

"child" means an individual who is a son, stepson, daughter,
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or stepdaughter of the taxpayer.

{d) For purposes of subsection (35)(a){ii){B}, the term
*student" means an individual who, during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

{i) is a full-time student at an educational
instituticn; or

{ii) is pursuing a full-time course of institutional
on-Earm training under the supervision of an accredited
agent of an educational institution or c¢f a state or
political subdivision of a state. For purposes of this
subsection ({5)(d){ii), the term "educational institution"
means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regularly organized body of students in attendance at the
place where its educational activities are carried on.

(6) 1In the case of a nonresident raxpayer, the
exemption deduction shall be prorated according to the ratio
the taxpayer's Montana adjusted gross income bears to his
federal adjusted gross income.

(7} For taxable years beginning after December 31,
1978, and before January 1, 1981, the amount allowed as a
deduction in subsections (2) through (6) shall be adjusted
as provided under secticn 9, Chapter 698, Laws of 1979 as

amended by section 4, Chapter 548, Laws of 1981,
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{(8) For taxable vyears beginning after December 31,
1980, the department, by November 1 of each vear, shall
multiply all the exemptions provided 1in this section
unadjusted by subsection {(7) by the inflation facrtor for
that taxable year and round the product to the nearest $10.
The resulting adjusted exemptions are effective £for  that
taxable year and shall be wused in calculating the tax
imposed in 15-30-103."

Section 5. section 15-30-122, MCA, is amended to read:

*15-30-122, Standard deduction. (1) In the case of a
resident individual, a standard deduction equai-te-28%-of
adjusted-gross-imeome-shat¥-pe is allowed if elected by the
taxpayer on his return. The standard deduction shati-be is
in lieu of all deductions allowed under 15-30-121. The
maximum standard deduction shaii--be-%+588 is $2,000, as
adjusted under the provisions of subsection (2), except that
in the case of a single joint return of husband and wife or
in the case of a single individual who gualifies to file as
a head of househcld con his federal income tax return, the
maximum standard deduction ehati--be-5$3,008 is 54,000, as
adjusted under the provisions of subsection (2}. The
standard deduction shalt may not be allowed to either the
huspand or the wife if the tax of c¢ne of the spouses is
determined without regard to the standard deduction. For

purposes of this section, the determinaticn ©of whether an
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individual is married shati must be made as of the last day
of the taxable year; provided, however, if one of the
spouses dies during the taxable year, the determination
shati must be made as of the date of death.

{2) By November 1 of each year, the department shall
multiply the maximom standard deduction for single returns
by the inflation factor for that taxable year and round the
product to the nearest $10, The standard deduction for
joint returns and qualified head of household returns shati
be is twice the amount for single returns., The resulting
adjusted deductions are effective for that taxable year and
shait must be used in calculating the tax imposed in

15-30-103."
Section 6. Section 15-30-131, MCA, is amended to read:

"15-30-131. Nonresident and temporary resident
taxpayers —— adjusted gross income -- deductions. (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 shall not
include income from annuities, interest on bank deposits,
interest o¢n beonds, notes, or other interest-bearing
obligations, or dividends on stock of corporations except to
the extent to which the same shall be a part of income from

any business, trade, profession, or occupation carried on in

this state. Interest income from installment sales of real

-
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or tangible commercial or business property located in
Montana must be included inm adjusted gross income. Adjusted
gross income from sources within and without this state
shall be allocated and apportioned under rules prescribed by
the department.

12) 1In the case of a taxpayer other than a resident of
this state who-is-a-resident-of-a-state-that-impsses-a-tax
en-the-itncome-cf-naturat-peraons-restding-within-thatr-state,
the deductions allowed 1in computing net income are
restricted to those directly connected with the production
of Mcontana income.

t3)-—In-the-case-of-a-taxpayer-other-than-a-resident-of
this-state-who-ts-s-resident-of-a-state-that-does-not-impose
a-tax-on-the-income-of-naturai-perssns-restding-within-~that
stater--the--deductions--attowed-in-comprting-net-ineome-are
restricted-to-the-greater-cf-~theoae-directty-retating-—te—-che
production--sf--Montana-income-or-a-prorated-amount-of-those
attowed--under--15-30-121:--Por---the- --purpeses——-of---this
subsectiony-deductions-attewed-under-15-38-12t-appity-enty-to
earned--income--and--must-be-prorated-acesrding-to-the-ratio
that-the-taxpayeria--Montana--earned--income--bears--to-—hias
federai-earned-incomes

t43(3) A temporary resident shall be allowed those
deductions and the c¢redit under 15-32-109 allowed a resident

to the extent that such deductions or credit were actually
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incurred or expended in the state of Montana during the
course of his residency.

t53(4) For the purposes of this section, “"earned
income" shall be defined as the same term is defined in
section 43 of the Internal Revenue Code, or as that section
may subsequently be amended.

t63(5) Notwithstanding the provisions of subaections
subsection (2} and-{3}, any contribution made after December
31, 1982, to the state of Montana or a political subdivision
thereof shall be an allowable deduction in computing net
income . Phe deduction is subject to the limitations set
forth in section 170 of the Internal Revenue Code of 1954,
as labeled or amended.

t33(6) 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 7. Section 15-30-142, MCA, is amended to read:
“15-30-142. Returns and payment of tax -- penalty and
interest -- refunds -- credits. {1) Every single individual,

including a nonresident, and every married individual,

including a nonresident, not £iling a joint return with his

or her spouse and having a gross income for the taxable year
of more than $1,000, as adjusted under the provisions of
subsection (73, and married individuals, including

nonresidents, not filing separate returns and having a
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combined gqross income for the taxable year of more than
$2,000, as adjusted under the provisions of subsecticn (7),
shall be liable for a return to be filed on such forms and
according to such rules as the department may prescribe. The
gross income amounts referred to in the preceding sentence
shall be increased by 3$888 $1,000, as adjusted under the
provisicns of 15-30-112(7) and (8), for each additional
personal exemption allowance the taxpayer is entitled to
claim for himself and his spouse under 15-30-112(3) and (4).
A-nonresident-shatl-be-required-te--filte--a--reeurn--tEf--nis
grosa--inceme-—-for--the--taxabite--year--dertved-fram-saurees
within-Montana-exceeds-the-amount-of-che-exemption-deduction
he-ts-entitled-to-claim-for-himseif-and-his—spouse-under-tne
provisions—-of--15-30-1242y;——{3y5-—-and--td}y7—-—as--prorated
according-te—-15-30-112¢t6})<

{2} 1In accordance with ilnstructions set forth by the
department, every taxpayer who is married and 1living with
husband or wife and is required to file a return may, at his
or her option, file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liabilirty
with respect to the tax shall be joint and several. TIf a
joint return has been filed for a taxable year, the spouses

may not file separate returns after the time for filing the
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return of either has expired unless the department so
consents.

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

{4) All taxpayers, including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amount of income tax payable and shall, at the
time of Filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provided, however, the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated retﬁrn 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 shall be entitled to a refund aof 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 theretcfore paid, the excess shall be paid by the

taxpayer to the department within 60 days after notice of
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the amount of the tax as computed, with interest added at
the rate of 9% per annum or fraction thereof on the
additional tax. In such case there shall be no penalty
because of such understatement, provided the deficiency is
paid within 60 days after the first notice of the amount is
mailed to the taxpayer.

{7) By HNovember 1 of each year, the department shall
multiply the minimum amount of gross income necessitaking
the filing of a return by the inflation factcr for the
taxable year. These adjusted amounts are effective for that
taxable vyear, and persons having gross incomes less than
these adjusted amounts are not required to file a return.

{8) Individual income tax forms distributed by the
department for each taxable year must contain instructions
and tables based on the adjusted base vyear structure for
that taxable year.”

Section 8. sSection 15-30-149, MCA, is amended to read:

"15-30-149. Credits and refunds - period of
limitations. (1) If the departmentc discovers from the
examination of a return or upen claim duly filed by a
taxpayer or upon final judgment of a court that the amount
of income tax collected is in excess of the amount due or
that any penalty or interest was erronecusly or illegally
collected, the amount of the overpayment shall be credited

against any income tax, penalty, or interest then due from

-20- 5B 463



10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

SB 0463/02

the taxpayer and the balance of such excess shall be
refunded to the taxpaver.

(2) {a) A credit or refund under the provisions of
this section may be allowed only if, prior to the expiration
of the period provided by 15-30-145 and by 15-30-146 during
which the department may determine tax 1liability, the
taxpayer files a claim or the department determines there
has been an overpayment.

(b)) 1f an overpayment of tax results from a net
operating loss carryback, the overpayment may be refunded or
credited within the period that expires on the 15th day of
the 40th month following the close of the taxable year of
the net operating loss if that period expires later than 5
years from the due date of the return for the year to which
the net operating loss is carried back.

{3) Within 6 months after a claim for refund is filed,
the department shall examine said claim and either approve
or disapprove it., If said claim is approved, the credit orc
refund shall be made to the taxpayer within 60 days after
the claim is approved; if the claim is disallowed, the
department shall so notify the taxpayer and shall grant a
hearing thereon upon proper application by the taxpayer. If
the department disapproves a claim for refund, review of the
determination of the department may be had as otherwise

provided in this chapter.

-21- SB 463

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

S8 0463/02

{4) Except as hereinafter provided for, interest shall
be allowed on overpayments at the same rate as is charged on
delinguent taxes due from the due date of the return or from
the date of the overpayment {whichever date is later) to the
date the department approves refunding or crediting of the
averpayment. With respect to tax paid by withholding or by
estimate, the date of overpayment shall be deemed to be the
date on which the return for the taxable year was due. No
interest shall accrue on an overpayment if the taxpayer
elects to have it applied to nis estimated tax for the
succeeding taxable year, nor shall interest accrue during
any period the processing of a claim for refund is delayed
more than 30 days by reason of failure of the taxpayer to
furnish information requested by the department for the
purpose of verifying the amount of the overpayment, No
interest shall be allowed if:

{a) the overpayment is refunded within 6-menchs 60
days from the date the return is due or the date the return
is filed, whichever date is later;

(b) the overpayment results from the carryback of a
net operating loss; or

(c} the amount of interest is less than $1.

{3) An overpayment not made incident to a bona fide
and orderly discharge of an actual income tax liability or

one reasonably assumed to be imposed by this law shall not
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be considered an overpayment with respect to which interest
is allowable."
Section 9. section 15~31-304, MCA, is amended to read:
"15-31-304. Allocation of nonbusiness income. {n
Rents and royalties from real or tangible personal property,

capital gains as described in 15-30-110, interest,

dividends, or patent or copyright royalties, tc the extent
that they constitute nonbusiness income, shall be allocated
as provided in subsections (2) through (5) of this section.

(2) {a) Net rents and royalties from real property
located in this state are allocable tc this state.

(b) Net rents and royalties from tangible personal
property are alloccable to this state:

(i) 1if and to the extent that the property 1s utilized
in this state; or

{ii) in rtheir entirety 1if the taxpayer's commercial
domicile is in this state and the taxpayer is not organized
under the laws of or taxable 1in the state in which the
property is utilized.

(c} The extent of utilization of tangible perscnal
property Lin a state is determined by multiplying the rents
and royalties by a fraction the numerator of which 1is the
number of days of physical locaticn of the property in the
state during the rental cor royalty period in the taxable

year and the denominator of which is the number of days of
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physical location of the property everywhere during all
rental or royalty periods in the taxable vyear. If the
physical location of the property during the rental or
royalty period is unknown or unascertainable by the
taxpayer, tangible personal property is uatilized in the
state in which the property was locared at the time the
rental or royalty payer obtained possession.

(3) (a) Capital gains and losses, as described in

15-30-110, from sales of real property located in this state
are allocable to this state.

{b) Capital gains and losses, as described in
15-30-110, from sales of tangible personal property are
allocable to this state if:

(i) the preoperty had a situs in this state at the time
of the sale; or

(ii) the taxpayer's commercial domicile 1s in this
state and the taxpayer is not taxable in the state in which
the property had a situs.

(c} Capital gains and losses, as described in

15-30-119, from sales of intangible personal property are

allocable to this state if the taxpayer's commercial
domicile is in this state.

{(4) Interest and dividends are allocable to this state
if the taxpayer's commercial domicile is in this state.

{5) (a) Patent and copyright royalties are allocable
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to this ctate if and to the extent that:

(i) the patent or copyright is utilized by the payer
in this state; or

(ii) the patent or copyright is utilized by the payer
in a state in which the taxpayer is not taxable and the
taxpayer's commercial domicile is in this state.

{b) A patent is utilized in a state to the extent that
it is employed in production, fabrication, manufacturing, or
other processing in the state or to the extent that a
patented product is produced in the state, If the basis af
receipts from patent royalties does not permit allocation to
states or if the accounting procedures do not reflect states
of utilization, the patent is utilized in the state in which
the taxpayer's commercial domicile is located.

{C) A copyright is utilized in a state to the extent
that printing or other publication originates in the state.
If the basis of receipts from copyright royalties does not
permit allocation to states or if the accounting procedures
do not reflect states of utilization, the copyright is
utilized in the state in which the taxpayer's commercial
domicile is located."

Section 10. section 15-31-702, MCA, is amended to
read:

®»15-31-702, Distribution of corporation license taxes

collected from banks or savings and loan associations. (1)
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All corporation license taxes collected from banks and
savings and loan associaticns shall be distributed in the
following manner:

{a} 20% must be remitted to the state treasurer to be
allocated as provided in 15-1-501{2); and

{b) 88% 32% is statutorily appropriated, as provided
in 17-7-502, far allocation to the wvarious taxing
jurisdictions within the county, other than school-related
jurisdictions, in which the bark or savings and loan

association is located; and

(c) 48% must be remitted to the state treasurer to be

deposited in the state equalization aid account, described

in 20-9-343, within the state special revenue fund.

(2) The corporation license taxes distributed under
subsection {1)(b) shall be allocated to each taxing
jurisdiction in the proportion that its mill levy for that
fiscal year bears to the total mill levy of the taxing
authorities of the district in which the bank or sdvings and
loan association is located.

{3) "Taxing jurisdictions" means, for the purposes of
this section, all taxing authorities within a county, other

than school-related jurisdictions, permitted under state law

to levy mills against the taxable value of property in the
taxing district in which the bank or savings and loan

assoclation is located.
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{4) If a return filed by a bank or savings and loan
association invelves branches or offices in more than one
taxing jurisdiction, the department of revenue shall provide
a method by rule for equitable distribution among those
taxing jurisdictions."

Section 11. Section 20-9-343, MCA, is amended to read:

"20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term “state
equalization aid" means these-moneys the money deposited in
the state special revenue fund as reguired in this section
plus any legislative appropriation of money from other
sources for distribution to the public schools for the
purpose of equalization of the foundation program.

{2) The legislative appropriatioen for state
equalizaticn aid shai? must be made in a single sum for the
biennium. The superintendent of public instruction has
autherity-te may spend suech the appropriation, together with
the earmarked revenues provided in subsection (3), as
required for foundation program purposes throughout the
biennium.

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

{a) 31.8% of all money received from the collection of

income taxes under chapter 30 of Title 15;
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{b) 25% cf all money, except as provided in 15-31-702,
received from the collection of corporaticn license and
income taxes under chapter 31 of Title 15, as provided by
15-1-501;

(c) 100% of the money allccated to state equalization
from the collectian of the severance tax on coal;

(d} 100% of the money received from the treasurer of
the TUnited States as the state's shares of ©il, gas, and
other mineral royalties under the federal Miperal Lands
Leasing Act, as amended;

{e) interest and income money described in 20-3-341
and 20-9-342;

(£) income from the education trust fund account; and

(g) 48% cof the revenue collected under 15-31-702 from

corporation license taxes on banks and savings and lean

associations; and

tg¥{h} in addition to these revenues, the surplus
revenues collected by the counties for foundation program
support according to 20-9-331 and 20-9-333.

(4} Any surplus revenue in the state equalization aid
account in the second year of a biennium may be used to
reduce the appropriation required for the next succeeding
biennium,"

NEW SECTION. Section 12. Extension of authority. Any

existing authority to make rules on the subject of the
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provisions of [this act] is extended to the provisions of

[this act].

NEW SECTION. SECTION 13. COORDINATION INSTRUCTION.,

IF [THIS ACT] IS PASSED BAND APPROVED AND SENATE BILL NO. 469

IS NOT PASSED BY THE 51ST LEGISLATURE OR IS NOT APPROVED BY

THE PEOPLE AT THE SPECIAL ELECTION, [THIS ACT] IS VOID.

NEW SECTION. Section 14. Effective date -
retroactive applicability. [This act] is effective on
passage and approval and applies vetrometivetyr-within-the
meantng--o£--1-2-3897 Lo taxable years beginning after
December 31, 19588 1989, and all tax revenue recorded on or
after December 31, %989 1990, regardless of when the tax
chiigation accrued.

-End-
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1 SENATE BILL NO. 463 1 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

2 INTRODUCED BY CRIPPEN, RAMIREZ, GAGE 2 Section 1. Section 15-30-103, MCA, is amended to read:
3 BY REQUEST OF THE GOVERMNOR 3 *15-30-103. Rate of tax. (1) There shall be levied,
4 4 collected, and paid for each taxable year commencing on or
s A BILL FOR AN ACT ENTITLED: *AN ACT REVISING CERTAIN 5 after December 31, 1968, upon the taxable income of every
6 PROVISIONS RELATING TO THE TAXATION OF THE INCOME OF 6 taxpayer subject to this tax, after making allowance for
7 INDIVIDUALS AND CORPORATIONS; RESTRUCTURING THE TAX BRACKETS 7 exemptions and deductions as hereinafter provided, a tax on
8 APPLICABLE TO THE TAXATION OF THE INCOME OF INDIVIDUALS; 8 the following brackets of taxable income as adjusted under
9 EXTENDING THE EXCLUSTON or INTEREST INCOME TO ALL 9 subsection (2) at the following rates:

10 INDIVIDUALS; ESTABLISHING CAPITAL GAINS AND LOSSES AS A 10 (a) on the first 9t;6008-ef-taxabie-income-or-any-—-pare
11 SPECIFIC TYPE OF INCOME AND SUBJECTING CAPITAL GAINS AND 11 theresaf;-2&:

12 LOSSES TO TAXATION; REVISING THE  STANDARD  DEDUCTION 12 tb)--on--the-——next-51;000-cf-taxable-income-or-any-part

13 ALLOWABLE IN CALCULATING ADJUSTED GROSS INCOME FOR THE 13 thereofy—3%:

14 PURPOSE OF DETERMINING INDIVIDUAL INCOME TAXES; INDEXING FOR 14 tey-—on-the-next-$2;600 $4,000 of taxable income or any
15 INFLATION THE AMOUNT OF RETIREMENT INCOME THAT 1S EXCLUDABLE 15 part thereof, 4% 3%;
16 FROM ADJUSTED GROSS INCOME: REVISING FOR NONRESIDENTS THE 16 td3(b) on the next $27;600-of--taxabie--income--or--any
17 FILING THRESHOLD ASSOCIATED WITK INDIVIDUAL INCOME TAXES; 17 part-thereof7;-5%;
i8 REVISING THE EXEMPTIONS ALLOWABLE IN CALCULATING INDIVIDUAL 18 te}--on--the--next-$2;080-0f-taxahle-income-or-any-part

19 INCOME TAXES; REALLOCATING CORPORATION LICENSE TAXES 19 thereof;-6%3

20 COLLECTED FROM BANKS AND SAVINGS AND LOAN ASSOCIATIONS; 20 t£}--on-the-next-527+608 56,000 of taxable income or any

21 AMENDING SECTIONS 15-3¢-103, 15-30-110 THROUGH 15-30-112, 21 part thereof, #% 6%; and

22 15-30-122, 15-30-131, 15-30-142, 15-30-149, 15-31-304, 22 tg)--on-the-next-54;0600-oFf-taxabla-income-or——any--part

23 15-31-702, AND 20-9-343, MCA; AND PROVIDING AN IMMEDIATE 23 therecf;-8%;
24 EFFECTIVE DATE AND A-REPROAEPIVE AN APPLICABILITY DATE." 24 thi--on--the--next-567880-of-taxablie-itncome-or-any-part
25 25 thereof;-9%+
o= 2- SB 463
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fi#——an—the—next—siﬁree8-aE-taxabie-ineeme—er—any——part
thereef7-104%;

t4¥(c) on any taxable income in excess of §35;088
§10,000 or any part thereof, ti& 9%.

(2} By November 1 of each year, the department shall
multiply the bracket amount contained in subsection (1) by
the inflation factor for that taxable year and round the
cumulative brackets to the nearest $100. The resulting
adjusted brackets are effective for that taxable year and
shall be wused as the basis for imposition of the tax in

subsection {1) of this section."
Section 2. section 15-30-110, MCA, is amended to read:

"15-30-110. Exemption-for Treatment of gain on sale or

exchange af certain capital assets -- purpose -- duty of

department. {1) Tt is the purpose of this section that true

gain rather than nominal gain be used to determine the tax

on the sale or exchange of certain capital assets,

{2) Notwithstanding--the--previsions-—-o8f---35-38-31%+
edjuated Adjusted gross income does--not--inciude-48%-of
includes all capital gains or losses on the sale or exchange
of capital assets before-Becember-31;-1906; as capital gains

or lgsses are determined under subchapter P. of Chapter 1 of

the Internal Revenue Code as it read on December 31, 1986,

and as adjusted for inflation by the department.

(3) The inflation factor to be used by the department
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in adjusting capital gains or losses must be based on the

same methodology as the inflation facktors defined in

15-30-101(8).

(4) Each year the department shall prepare and provide

with the income tax forms the inflatjon adjustment factors

to be used for all holding pericds of capital assets.

(5) FOR CAPITAL ASSETS HELD MORE THAN 1 YEAR, THE

TAXPAYER MAY ADJUST THE COST BASIS OF THE ASSETS BY THE

INFLATION ADJUSTMENT FACTOR FOR THE APPROPRIATE HOLDING

PERIOD. FOR CASH, AS WELL AS INSTALLMENT PURCHASES QR SALES

OF __ASSETS, THE DEPARTMENT S$HALL ADOPT RULES AND PROVIDE

FORMS FOH USE BY THE TAXPAYER IN MAKING INFLATION

ADJUSTMENTS OF CAPITAL ASSET COSTS."

Section 3. section 15-30-111, MCA, is amended to read:

"15-30-111. Adjusted gross income. (1) Adjusted gross
income shall be the taxpayer's federal income tax adjusted
gross income as defined in section 62 of the Internal
Revenue Code of 1954 or as that section may be 1labeled or
amended and in addition shall include the following:

(a) interest received on obligations of ancther state
or territory or county, municipality, district, or other
political subdivision thereof;

(b} refunds received of federal income tax, to the
extent the deduction of such tax resulted in a reduction of

Montana income tax liability; and
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(¢) that portion of a shareholder's income wunder
subchapter S. of Chapter 1 of the Internal Revenue Code of
1954 that has been reduced by any federal taxes paid by the
subchapter §. corporation on the income; and

{d) capital gains_ or losses, as described in

15-30-110.

{2) MNotwithstanding the provisions of the federal
Internal Revenue Code of 1954 as labeled or amended,
adjusted gross income does not include the following which
are exempt from taxation under this chapter:

(a) all interest income from cbligations of the United

States government, the state of Montana, county,
municipality, district, or other political subdivision
thereof;

{b) interest income earned by a taxpayer &9e--65--or

otder AGE 65 OR OLDER in a taxable year up to and including;

(i) 9BE8 $550 for a taxpayer filing a separate return,

adjusted by the inflation factor for that taxable year and

rounded to the nearest $107-$860; and

(ii) end-$¥7686 for each Jjoint return, double the

amount listed in subsection [2)(b)(i) for a separate return:;

(c) all Dbenefits, not In excess of §37668 $2,400,

adjusted by the inflation factor for that taxable year and

rounded to the nearest $10, received:

(i) wunder the Federal Employees' Retirement Ackt;
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{ii) under the public employee retirement laws of a
state other than Montana; or

(iii} as an annuity, pension, or endowment under any
private or corporate retirement plan or system;

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

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

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

(g) all Montana income tax refunds or credits thereof;

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

(i) all benefits paid under the municipal police
officers' retirement system that are specified as exempt
from taxation by 19-9-1005;

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

(k) all tips covered by section 3402(ky of the
Internal Revenue Code of 1954, as amended and applicable on

January 1, 1983, received by persons for services rendered
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by them to patrons of premises licensed to provide food,
beverage, or lodging;

{1} all benefits received under the workers'
compensation laws;

{fm) all health insurance premiums paid by an employer
for an employee if attributed as income to the employee
under federal law; and

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

{3) In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
S. of the Internal Revenue Code of 1954, as amended, 1is in
effect but--with-respect-to-which-the-eteetion-provided-for
under-+5-3t-202;-as-amended; ——ia--nat--¢n--effece, adjusted
groass income does——ﬁob~—inciude—-any~~part—oE includes the
corporation’s undistributed taxable income, net operating
loss, capital gains or other gains, profits, or losses
required to be included in the shareholder's federal income
tax adjusted gross income by reason of the said election
under subchapter 5. However;——the--sharehetderis--adinsted
greas--income--shait--include--2ctuai-distvibutions-from-the
corporation-to-the-extent-they-wonld-be-treated--as--taxabie
dividends——if-the-subchapter-S:-election-were-net-in-effecer

{4} A shareholder of a DISC that is exempt from the
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corporation license tax under 15-3:1-102(1)(1) shall include
in his adjusted gross income the earnings and profits of the
DISC in the same manner as provided by federal law (section
395, Internal Revenue Code) for ail periods Eor which the
DISC election is effective.

{5) A taxpayer who, in determining federal adjusted
gross income, has reduced his business deducticns by an
amount for wages and salaries for which a federal tax credit
was elected under section 44B of the Internal Revenue Code
of 1954 or as that section may be labeled or amended is
allowed to deduct the amcunt of such wages and salaries paid
regardless of the credit taken. The deduction must be made
in the year the wages and salaries were used tc compute the
credit. In the case of a partnership or small business
corporation, the deduction must be made to determine the
amount of income or loss of the partnership or small
business corporatioen.

(6) Married taxpayers £filing a joint federal return
who must include part of their social security benefits or
part of their tier 1 railroad retirement benefits in federal
adjusted gqross income may split the federal base used in
calculation of federal tawable social security benefits or
federal taxable tier 1 railroad retirement benefits when
they file separate Montana income tax returns. The federal

base must be split egually on the Montana return.
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(7y A taxpayer receiving retirement disability
benefits who has not attained age 65 by the end of the
taxable year and who has retired as permanently and totally
disabled may exclude from adjusted gross income up to $100
per week received as wages or payments in lieu of wages for
a peried during which the employee is absent from work due
to the disability. If the adjusted gross income before this
exclusion and before application of the two-earner married
couple deduction exceeds $15,000, the excess reduces the
exclusion by an egqual amount. This limitation affects the
amount of exclusion, but not the taxpayer's eligibility for
the exclusion. If eligible, married individuals shall apply
the exclusion separately, but the limitation for income
exceeding $15,000 is determined with respect to the spouses
on their combined adjusted gross income. For the purpose of
this subsection, permanently and totally disabled means
unable to engage in any substantial gainful activity by
reason of any medically determined physical or mental
impairment lasting or expected to last at least 12 months.

(8) A person receiving benefits described in
subsections (2}{d) through (2){f), (2){h), or (2)(i) may not
exclude benefits described in subsection (2)(c}) from
adjusted gross income unless the benefits received under
subsections (2)(d) through (2)(£f}, (2)¢h), or (2)(i) are

less than $1,600, in which case the person may combine
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benefits to exclude up to a total of §3,600 from adjusted
gross income, (Subsection {2){k) terminates on occurrence

of contingency--sec. 3, Ch. 634, L. 1983.)"
Section 4. section 15-30-112, MCA, is amended to read:

"15-30-112. Exemptions. (1) Except as provided in
subsections (7) and (8), in the case of an individual, the
exemptions provided by subsecticns (2) through (6} shall be
allowed as deductions in computing taxable inccme.

(2} (a) An exemption of $800 shati--be--atiewed for

taxable years beginning after December 3i, 1378, and ending

prior to January 1, 1989, and of $1,000 for taxable vyears

beginning after December 31, 1988, is allowed for the

taxpayer.

(b) An additional exemption of 5800 shali--be--attowed
for taxable years beginning after December 31, 1978, and

ending prior to January 1, 1989, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of another taxpayer.

(3) {a) An additional exemption of $800 shali--be

aliewed for taxable years beginning after December 31, 1978,

and ending prior to January 1, 1989, and of $1,000 for

taxable years beginning after December 31, 198B, is allowed
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for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

(b) BAn additional exemption of $800 shaii-be-aiiowed
for taxable years beginning after December 31, 1978, and

ending prior to January 1, 1989, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has attained the age of 65 before
the close of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

(1) (a} An additional exemption of §800 =hmii--be
atlewed for taxable years beginning after December 31, 1978,

and ending prior to January 1, 198B%, and of 51,000 for

taxable years beginning after December 31, 1988, is allowed

for the taxpayer if he is blind at the close of his taxable
year.

(b) An additional exemption of $800 shati-be-aiiowed

for taxable years beginning after Decenber 31, 1978, and

ending prier to January 1, 1989, and of $1,000 for taxable

years beginning after December 31, 1988, is allowed for the

spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind and, for the calendar
year in which the taxable year of the taxpayer begins, has

no gross income and is not the dependent of another
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taxpayer. For the purposes of this'subsection (4] (b}, the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayer, except
that if the spouse dies during such taxable year. such
determination shall bhe made as of the time of such death.

{¢) For purposes of this subsection (4), an individual
is blind only if his central visuval acuity does not exceed
20/200 in the better eye with correcting lenses or if his
visual acuity is greater than 20/200 but is accompanied by a
limitation in the fields of vision such that the widest
Giameter of the visual field subtends an angle no greater
than 20 degrees.

{3) {a) An exemption of $800 shati--be-atiowed for
taxable years beginning after December 31, 1978, and _ending

prior to January 1, 1983, and of £1,000 for taxable years

beginning after December 31, 198B, is allowed for each

dependent ;

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $800;
or

{i1i) who is a child of the taxpayer and who:

(A) has not attained the age of 19 years at the close
of the calendar year in which the taxable year of the
taxpayer begins; or

{B} is a student.
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{b} No exemption shall be allowed under this
subsecticn for any dependent who has made a Jjoint return
with his spouse Eor the taxable year beginning in the
calendar year in which the taxable year of the taxpayer
begins.

{¢) For purposes of subsection (5)(a)(ii), the term
"child" means an individual who is a son, stepson, daughter,
or stepdaughter of the taxpayer.

(d) For purposes of subsection (5)}(a)(ii){(B), the term
"student™ means an individual who, during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

{iy is a Ffull-time student at an educational
institution; or

(ii) is pursuing a full-time course of institutional
on-farm training under the supervision of an accredited
agent of an educational institution or of a state or
pelitical subdivision of a state. For purposes of this
subsection (5)({d)(ii), the term "educational institution"
means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regularly organized body of students in attendance at the
place where its educational activities are carried on.

(6) In the case o0f a nonresident taxpayer, the

exemption deduction shall be prorated according to the ratio
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the taxpayer's Montana adjusted gross income bears to his
federal adjusted gross income,

(7) For taxable years beginning after December 31,
1978, and before January i, 1981, the amount allowed as a
deduction in subsecticns (2} through {6) shall be adjusted
as provided under section 9, Chapter 698, Laws of 1979 as
amended by section 4, Chapter 548, Laws of 1981.

{8) For taxable vyears beginning after December 31,
1980, the department, by November 1 of each vyear, shall
multiply all the exemptions provided in cthis section
unadjusted by subsection (7) by the inflation factor Ffor
that taxable year and round the product to the nearest $10.
The resulting adjusted exemptions are effective for that
taxable year and shall be used in calculating the tax
imposed in 15-30-103."

Section 5. sSection 15-30-122, MCA, is amended to read:

"15-30-122. Standard deduction. (1)} In the case of a
resident individual, a standard deduction equai-to-28%-of
adjusted-groas-income-shati-be is allowed if elected by the
taxpayer on his return. The standard deduction shati-be is
in iieu of all deductions allowed under 15-30-121. The
maximum standard deduction shaii--be-5%7508 is $2,000, as
adjusted under the provisions of subsection (2), except that
in the case of a single joint return of husband and wife or

in the case of a single individual who gqualifies to file as
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a head of household on his federal income tax return, the
maximem standard deduction shaii--be-5370080 is 34,000, as
adjusted under the provisions of subsection (2). The
standard deduction sha*t* may not be allowed to either the
husbhand or the wife if the tax of one of the spouses is
determined without regard to the standard deduction. Por
purposes of this section, the determination of whether an
individual 1is married shatt must be made as of the last day
of the taxable year; provided, however, if one of the
spouses dies during the taxable year, the determination
shati must be made as of the date of death.

{2) By November 1 of each year, the department shall
multiply the maximum standard deduction for single returns
by the inflation factor for that taxable year and round the
product te the nearest $10. The standard deduction for
joint returns and qualified head of household returns shatil
be is twice the amount for single returns. The resulting
adjusted deductions are effective for that taxable year and
shatt must be used in calculating the tax imposed in
15-30-103."

Section 6. Section 15-30-131, MCA, is amended to read;

"15-30-131. Nonresident and temporary resident
taxpayers —— adjusted gross income -~ deductions. (1) In the
case of a taxpayer other than a resident of this state,

adjusted gross income includes the entire amount of adjusted
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gross income from sources within this state but shall not
include income from annuities, interest on bank deposits,
interest on bonds, notes, or other interest-bearing
obligations, or dividends on stock of corporations except to
the extent to which the same shall be a part cf income Erom
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 without this state
shall be allocated and apportioned under rules prescribed by
the department.

{2) In the case of a taxpayer other than a resident of
this state who-is-a-res:ident-of-a-state-that-imposes-a—bax
an-the-income-cof-naturat-persens-resirding-within-that-state,
the deductions allowed in computing net income are
restricted to those directly connected with the production
of Montana income.

t3y--¥n-the-case-of-a-taxpayer-other-than-a-resident-of
this-atate-who-is-a-resident-of-a-state-that-deea-not-impose
a-tax-on-the-income-of-naturat-persons-residing-within——-that
state;——the--deductians--altiowed-in-computing-net-tncome-are
restricted-to-the-greater-of-these-directiy-relating-to-—-the
production-—of--Montana-income-or-a-prorated-amount-cf-those

aitowed-—under--15-38-121:--For-—--the-——purpeses---af-——this

-1l6- SB 463



10
i1
12
13
14
1S
16
17
18
19
20
21
22

23
24

25

8B 0463/03

subsectionr-deductions-atiewed-under-t5-38-121-appty-oniy-to
earned—-income-—and--must-be-prerated-aceording-to-the-ratio
ehat~the—tnxpayer*s——Hontnna--eatned—-income—-bears——co——his
federat-ecarned-incomes

t4¥{3) A temporary resident shall be allowed those
deductions and the credit under 15-32-109 allowed a resident
to the extent that such deductions or credit were actually
incurred or expended in the state of Montana during the
course of his residency.

t+53(4) For the purposes of this section, "earned
income"” shall be defined as the same term is defined in
section 43 of the Internal Revenue Cocde, or as that section
may subsequently be amended.

t6¥(5) MNotwithstanding the provisions of subsectieons
subsection (2} and-t3%, any contribution made after December
31, 1982, to the state of Montana or a political subdivision
thereof shall be an allowable deduction in computing net
income. The deduction is subject te the limitations set
forth in section 170 of the Internal Revenue Code of 1954,
as labeled or amended,

¢7¥(6) 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 7. Section 15-30-142, MCA, is amended to read:

“15-30-142. Returns and payment of tax —- penalty and
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interest -- refunds -- credits. (1) Bvery single individual,

including a nonresident, and every married individualL

including a nonresident, not filing a joint return with his

or her spcuse and having a gross income for the taxable year
of more than $1,000, as adjusted under the provisions of
subsection (7)., and marvied individuals, including
nonresidents, not filing separate returns and having a
combined gross income for the taxable year of more than
$2,000, as adjusted under the provisions of subsecticon (7),
shall be 1liable for a return to be filed on such forms and
according to such rules as the department may prescribe. The
gross income amounts referred to in the preceding sentence
shall be 1increased by $68€ $1,000, as adjusted under the
provisions of 15-30-112(7) and (8), for each additional
personal exemption allowance the taxpayer is entitled to
claim for himself and his spouse under 15-30-112(3) and (4).
A-nonresident-shatl-be-required-to--fite--a--return--if--his
gross-—income-—for—--the--taxabte--year--derived-from-sources
within-Montana-exceeda-the-amount-of-the-exemption-deduction
he-ts-entitied-to-ctaim-for-himseif-and-his-spouse-under-the
provisions--of--15-38-312¢2¥7--t3}7--and--t4};-—ms--prorated
according-+o-315-36-222¢635

(2) In accordance with instructions set forth by the
department, every taxpayer who is married and living with

husband or wife and is required to file a return may, at his
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or her option, file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductions. If a joint return is wmwade, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for a taxable year, the spouses
may not file separate returns after the time for filing the
return of either has expired unless the department so
consents.

(3) 1If any such taxpayer is unable to make his own
return, the return shall be made by a duly authorized agent
or by a guardian or other person charged with the care of
the person or property of such taxpayer.

{4} All taxpayers, including but not limited to those
subject to the provisions of 15-30-202 and 15-30-241, shall
compute the amount of income tax payable and shall, at the
time of filing the return required by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provided, however, the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax

exceeds by more than $1 the amount of income tax as
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computed, the taxpayer shall be entitled toc a refund cf 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 theretofore paid. the excess shall be paid by the
taxpayer toc the department within 60 days after notice of
the amount of the tax as computed, with iInterest added at
the rate of 9% per annum or fraction thereof on the
additional tax. In such <case there shall be no penalty
because of such understatement, provided the deficlency is
paid within 60 days after the first notice of the amount is
mailed to the taxpayer.

(7) By November 1 of each year, the department shall
multiply the minimum amount of gross lincecme necessitating
the filing of a return by the inflation factor for the
taxable year. These adjusted amounts are effective for that
taxable year, and persons having ¢gross incomes less than
these adjusted amounts are not required to file a return.

(8) Individual income tax forms distributed by the
department for each taxable year must contain instructions
and tables based on the adjusted base year structure for

that taxable year."

Section 8. section 15-30-149, MCA, is amended to read:

"15-30-149. <Credits and refunds - period of
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limitations. (1) If the department discovers from the
examination of a return or upon claim duly filed by a
taxpayer or upon Einal judgment of a court that the amount
of income tax collected is in excess of the amount due or
that any penalty or interest was erroneously or illegally
collected, the amount of the overpayment shall be credited
against any income tax, penalty, or interest then due from
the taxpayer and the balance of such excess shall be
refunded to the taxpayer.

(2) (a) A credit or refund under the provisions of
this section may be allowed only if, prior to the expiration
of the period provided by 15-30-145 and by 15-30-146 during
which the department may determine tax liability, the
taxpayer files a claim or the department determines there
has been an overpaymenkt,

{(b) If an overpayment of tax results from a net
operating loss carryback, the overpayment may be refunded or
credited within the period that expires on the 15th day of
the 40th month following the close of the taxable vyear of
the net operating loss if that period expires later than 5
years from the due date of the retura for the year to which
the net operating loss is carried back.

{3) Within 6 months after a claim for refund is filed,
the department shall examine said claim and either approve

or disapprove it. IFf said claim is approved, the credit or
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refund shall be made to the taxpayer within 60 days after

the claim is approved; if the c¢laim is disallowed, the
department shall so notify the taxpaver and shall grant a
hearing thereon upon proper application by the taxpayer. If
the department disapproves a claim for refund, review of the
determination of the department may be had as otherwise
provided in this chapter.

(4) ECxcept as hereinafter provided for, interest shall
be allowed on overpayments at the same rate as is charged on
delinquent taxes due from the due date of the return or from
the date of the overpayment (whichever date is later) to the
date the department approves refunding or crediting of the
overpayment. With respect to tax paid by withhclding or by
estimate, the date of overpayment shall be deemed to be the
date on which the return for the taxable year was due. No
interest shall accrue on an overpayment if the taxpaver
elects to have it applied to his estimated tax for the
succeeding taxable year, nor shall interest accrue during
any period the processing of a claim for refund is delayed
more than 30 days by reason of failure of the taxpayer to
furnish information reguested by the department for the
purpose of verifying the amount of the overpayment. No
interest shall be allowed if:

{a) the overpayment is refunded within 6-mentha 60

days from the date the return is due or the date the return
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is filed, whichever date is later;

(b) the overpayment results from the carryback of a
net operating loss; or

(¢) the amcunt of interest is less than §1.

(5) An overpayment not made incident to a bona FEide
and corderly discharge of an actual income tax liability or
one reasonably assumed to be imposed by this law shall not
be considered an overpayment with respect to which interest
is allowable."

Section 9. Section 1%-11-3104, MCA, is amended to read:

"15-31-304. Allocation of nonbusiness income. (1)
Rents and royalties from real or tangible personal property,

capital gains as described in 15-30-110, 1interest,

dividends, or patent or copyright royalties, to the extent
that they constitute nonbusiness income, shall be allocated
as provided in subsections (2) through (5) of this section.

(2) (a) Net rents and royalties from real property
located in this state are allocable to this state.

{b} Net rents and royalties from tangible personal
property are allocable to this state:

{i) if and to the extent that the property is utilized
in this state; or

{ii} in their entirety 1if the taxpayer's commercial
domicile is in this state and the taxpayer is not organized

under the laws of or taxable 1in the state in which the
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property is utilized.

{¢) The extent of utilization of tangible personal
property in a state is determined by multiplying the rents
and royaltiés by a fraction the numerator of which 1is the
number of days of physical location of the property in the
state during the rental or royalty pericd in the taxable
year and the denominator of which is the number of days of
physical location of the property everywhere during all
rental or royalty periods in the taxable vyear. If the
physical location of the property during the rental or
royalty period is unknown or unascertainable by the
taxpayer, tangible personal property 1is utilized in the
state in which the property was located at the time the
rental or royalty payer obtained possessicn.

{3} (a) Capital gains and 1losses, as__described in

15-30-110, from sales of real property lcocated in this state

are allocable to this state.

{b) Capital gains and losses, as described in

15-30-110, from sales of tangible personal property are

allocable to this state if:

(i) the property had a situs in this state at the time

of the sale; or
(ii) the taxpayer's commercial domicile is in this
state and the taxpayer is not taxable in the state in which

the property had a situs.
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(c) Capital gains and losses, as described in

15-30-110, from sales of intangible personal property are
allocable to this state if <the taxpayer's commercial
domicile is in this state.

(4) Interest and dividends are allocable to this state
if the taxpayer's commercial domicile is in this state.

(5) (a) Patent and copyright royalties are allocable
to this state if and to the extent that:

(i) the patent or copyright is utilized by the payer
in this state; or

(ii) the patent or copyright is utilized by the payer
in a state in which the taxpayer is not taxable and the
taxpayer's commercial domicile is in this state.

{b) A patent is utilized in a state to the extent that
it is employed in production, fabrication, manufacturing, or
other processing in the state or to the extent that a
patented product is produced in the state. If the basis of
receipts from patent royalties does not permit allocation to
states or if the accounting procedures do not reflect states
of utilization, the patent is utilized in the state in which
the taxpayer's commercial domicile is located.

(c) A copyright is utilized in a state to the extent
that printing or other publication originates in the state.
1f the basis of receipts from copyright royalties does not

permit alloccation to states or if the accounting procedures
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do not reflect states of wutilization, the copyright is

utilized in the state in which the taxpayer's commercial

domicile is located."

Section 10. Section 15-31-702, MCA, is amended to

read:

“15-31-702. Distribution of corporation license taxes
collected from banks or savings and loan associations. (1)
All corporation license rtaxes <collected from banks and
savings and loan associations shall be distributed in the
following manner:

{a) 20% must be remitted to the state treasurer to be
allocated as provided in 15-1-501(2); and

{b) 86% 32% is statutorily appropriated, as provided
in 17-7-502, for allocation tc the wvarious taxing

jurisdictions within the county, other than school=-related

jurisdictions, in which the bank or savings and loan

association is located; and

{c) 48% must be remitted to the state treasurer to be

deposited in the state equalization aid account, described

in 20-9-343, within the state special revenue fund.

(2) The corporation license taxes distributed under
subsection {1y (b) shall be allocated to each taxing
jurisdiction in the proportion that its mill levy for that

fiscal year bears to the total wmill levy of the taxing

autheorities of the district in which the bank or savings and
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loan association is located.
(3) *"Taxing jurisdictions" means, for the purposes of
this section, all taxing authorities within a county, other

than school-related jurisdictions, permitted under state law

to levy mills against the taxable value of property in the
taxing distriet in which the bank or savings and loan
association is located.

(4) 1If a return filed by a bank or savings and loan
association involves branches or offices in more than cne
taxing jurisdiction, the department of revenue shall provide
a method by rule for equitable distribution among those
taxing jurisdictions."

Section 11. Section 20-9-343, MCA, is amended to read:

“20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term "state
egualization aid" means these-meneys the money deposited in
the state special revenue fund as required in this section
plus any legislative appropriation of money £rom other
sources for distribution to the public schools for the
purpoge of egualization of the foundation program.

{2) The legislative appropriation for state
equalization aid shall must be made in a single sum for the
biennium. The superintendent of public instruction has

acthortty-to may spend such the appropriation, together with

the earmarked revenues provided in subsection (3), as
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required for foundation program purposes throughout the
biennium.

{3) The following sha** must be paid into the state
special revenue fund for state equalization ald to public
schools of the state:

{a) 31.8% of all money received from the collection of
income taxes under chapter 30 of Title 15;

{by 25% of all money, except as provided in 15-31-702,
received from the collection of corporation license and
income taxes under chapter 31 of Title 15, as provided by
15-1-501;

(c) 100% of the money allocated to state egualization
froem the collection of the severance tax on coal;

(d) 100% of the money received from the ztreasurer of
the United States as the state's shares of oil, gas, and
ather mineral royalties under the Ffederal Mineral Lands
Leasing Act, as amended;

{(e) interest and income money described in 20-9-341
and 20-9-342;

(E) income from the education trust fund account; and

(g) 48% of the revenue collected under 15-31-702 from

corporation license taxes on banks and savings and loan

assoclations; and

t9+{h}] in addition tec these revenues, the surplus

revenues collected by the counties for foundation program
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support according to 20-9-331 and 20-9-23133.

{4} Any surplus revenue in the state equalization aid
account in the second year of a biennium may be used to
reduce the appropriation required for the next succeeding
biennium."”

NEW SECTION. Section 12. EBxtension of authority. Aany
existing authority to make rules on the subject of the
provisions of [this act] is extended to 'the provisions of

[this actl.

NEW sectIioN. SECTION 13. COORDINATION INSTRUCTION.

IF {THIS ACT] IS PASSED AND APPROVED AND SENATE BILL NO. 469

IS NOT PASSED BY THE S51ST LEGISLATURE OR IS NOT APPROVED BY

THE PEOPLE AT THE SPECIAL ELECTION, [THIS ACT] IS VOID.

NEW SECTION. Section 14. Effective date -
retroactive applicability. ([This act] 1is effective on
passage and approval and applies retreactivelryr-within-the
meaning-—of——-1-2-3897 to taxable years beginning after
December 31, 3988 1983, and all tax revenue recorded on or
after December 31, 3989 13%0, regardless of when the tax
obligation accrued.

-End—
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