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INTRODUCED BY

RIS

A HILL FOR ACT ENTYTLED:

QUARTERLY PAYMENT OF ESTIMATED TAX BY CERTAIN TAXPAYERS; TO d

REQUIRE QUARTERLY ESTIMATED PAYMENTS BY ALL TAXPAYERS

SUBJECT TQO CORPORATE LICENSE CR INCOME TAX WHO HAVE ANNUAL

STATE TAX LIABILITIES IN EXCESS OF $5,000; TO PROVIDE FOR

PENALTIES FOR UNDERPAYMENT; TO CREATE A UNIVERSITY SYSTEM

CAPITAL PROJECTS FUND AND TO PROVIDE FOR THE USE OF THE

FUND; AMENDING SECTIONS 15-1-501, 15-30-241, 15-30-242,

15-31-101, AND 15-31-502, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 15-1-501, MCA, is amended to read:

»#15-1-501. Disposition of moneys from certain

designated license and other taxes. (1) The state treasurer

shall deposit to the credit of the state general fund all

moneys money received by him from the ccllection of:

{a) fees from driver's licenses, motorcycle
endorsements, and duplicate driver's licenses as provided in
61-5-121;

{b} electrical energy producer's license

taxes under

chapter 51;
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(c) severance taxes allocated to the general fund

under chapter 36;

{d} liquor license taxes under Title 16;

(e) telephone [company] license taxes under chapter
53; and
{£) 1inheritance and estate taxes under Title 72,

chapter 16.

{2} Aii-menrneys Except as provided in subsection ({6},

all money received from the collection of income taxes under
chapter 30 of this title sha*t must be deposited as follows:
{a) 58.2% to the credit of the state general fund;

{b) 10% to the credit of the debt service account for

long-range building program bonds as described in 17-5-408;

and

{c} 31.8% to the credit of the state special revenue

fund for state equalization aid to the public schools of

Montana as described in 20-9-343.

(3) Alri--moneys Except as provided in 15-31-702 and

subsection {6) of this section, all money received from the

collection of

corporation license

and income taxes under
chapter 31 of this titley-exeept-as-previded--tn--35-3:-792¢
shatt must be deposited as follows:

{a) ©64% to the credit of the state general fund:
{b} 11% to the credit of the debt service account for

long-range building program bonds as described in 17-5-408;
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and

(c) 25% to the credit of the state special revenue
fund for state equalization aid to the public scheools of
Montana as described in 20-9-343.

{4) The state treasurer shall also deposit to the
credit of the state general fund all meneys money received
by him from the collection of license taxes, fees, and all
net revenues and receipts from all other sources wunder the
opetation of the Montana Alcocholic Beverage Code,

(5) After the gistribution provided for in 15-36-112,
the remainder of the 0il severance tax collections shai}
must be deposited in the general fund.

{6) (2) One-guarter of all money c¢ollected under

15-30-242(1) for the estimated tax payments due on April 15,

1983, June 15, 1989, September 15, 1989, and January 15,

1590, must be credited to the university system capital

projects account created in [section 8].

{(b) One-quarter of all money callected under

15-30-242(3) for the estimated tax payments due 3 1/2

months, 5 1/2 months, 8 1/2 months, and 12 1/2 months after

the beginning of a taxpayer's first taxable year beginning

after [the effective date of this act] must be credited to

the wuniversity sSystem capital projects account created in

[section 8)."

Section 2. Section 15-30-241, MCA, is amended to read:
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*15-30-241. Declaraticn and payment of estimated tax.
{1) Every individual except farmers, ranchers, or stockmen,

as defined in section 6654(i)}(2) of the Internal Revenue

Code of 1986, as amended, shall, at the time prescribed in

subsaction-t3}-of-thia—section 15-30-242, make a declaration
of and pay his estimated tax for the taxable year if his nee
income-from-sources-sther—than-wagesy-satariea;-bonuses;—-eor
sthas-~emoiuments——ean—-reasanabtiy—-be--expected-to-equat-or
exceed-his-net-income-from-wages;-satartesy-pbonuses-or-other
emolumenta;-which-are-subject-ta-withhotding estimated tax,

as calculated in subsection (2){a) of this section, is $400

Or more.
(2) (a) 1In the declaration required under subsection
(1) wof-—this—-section, the individami-sheaii-state estimated

tax must be one of the following:

tayii) the-mmount-whieh-he-estimates—as-the-amount--of
tax—--under--15-30-103--for--the--tarxabte—-year; 100% of the

individual's Montana income tax from the prior year or, if

the individual is married and filing jointly, 100% of the

joint income tax liability; or

{ii) 90% of the individual's Montana income tax in the

current vear.

(b) A taxpayer who estimates his tax under subsectior

(2)(a){ii) shalls

{i) annualize his taxable income for the current year;

_4_
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(ii) calculate the tax using the tax rates provided in

15-30-103; and
tby(iii) ¢ehe---amount---which--he--estimates--wiil--be
withhetd-from-wages-pasd-by-his-employer-tf-satd--individuat

ts--an-empioyeer deduct all withholding and credits to which

he is entitled.

tey-~the-—excesa--of---the---améunt--—-estimated-——under
subsectien—-{2yfa}-over-the-amount-estimated-under-subsection
{23 ¢tb¥7—-which--excess—-for-purposes-of-this—section-shait—bke
considered~the-estimated-tax-for-the-taxabte-year;

tdy--sueh-other-informaticon-as--may——be--prescribed--n
rutes-premeigated-by-the-department~

+3y--Phe--deciaration—-required-under-subsection-¢xy-of
this-section-shati-be-£fited-with-the-department-en-or-before
Apri}--15--of--the--taxable--year;--except---that-—-2f---the
raquirements—-of-—subsection--tiy--cf-this-section-are-first
mets

tay--after-Aprii-i-and-before-Oectober-i-of-the--taxabie
year7-the-dectaration-shalti-be-fited-on-or-before-Betober-i5
eof-the-taxable-years

tb)y--after---Bectober-—-1---of--the--taxabte--year;——the
deciaration-shati-be-fited-on-or-before-February-15--o0f--the
suceeeding-tarabie-years

t4y—-An-individual-may-make-amendments-sf-a-deciaration

filed--during--the-taxable-year-under—subsection-{3}-of-this
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seection-under-ruies-prescribed-by-the-deparcment
{5y--tf7-on-or-before-February--i5--cf--the-——asveceeding
taxable--yeary--the--taxpayer-fites-a-return-for-the-taxabte
year-for-which-the-declaration-is-required-and-pays-in——fuii
the--amount--compueed--on--his-reeurn-as-payable;-then-under
rutes-preseribed-by-the-deparements
tay-—tf-the-deectaration-ts-not--regquired--to--be--fited
during--the--tazahie--year-buk-is-required-co-be-£ited-on-or
before-such-Pebruary-157-such-return-shali-for-the--purposes
of-this-section-be-considered-as-such-dectaration;—and
thy-—if-the-tax-shewn-on-the-return-is-greater-than-the
estimated-—tax--shown-in-a-deciaration-previousty-made-ar-in
the-iast-amendments-——thereof;-——such--return--shati--fer--ehe
purposes--of--this-section-be-considered-as-the-amandment—-of
che-declaration-permitted-by-subsection—t4y-of-this--sectzon
to-be-fited-on-er-before-such-FPebruary-15-
fG)—~The—-department—-shaii——promuigate‘ruies—governing
reasonable-extenstrons-eof-time-for--filing--deciarations--and
paying-the-estimated-tax-except-in-the-case-sf-taxpayers-who
are-—-abroady--and-no-sueh-extension-shati-be-for-mere-cthan-6
manthss
t73--Ff-—the--taxpayer-~is--unabie--to-—-make—-his---own
dectarationy-—-the--deciaration--ahatrit--be--made--by--a--duty
anthorized-agent-or-by-the-guardian-sr-other-person--charged

with-the-care-of-the-persen-or-property—of-such-taxpayers

-6-
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t8)--Any--individuai-who-faitlis-to-frte-a-decliaration-of
eatimated-eax-as-required-bhy-this-section-—is-nap-subject-—to
the-panatties-set-forth-in-15-34-323<

{3) Each individual required to declare his estimated

tax shall make four equal installments on the dates

prescribed in 15-30-242 if the estimated annual tax due, as

calculated in subsection (2)}(a) of this section, is $400 or

more.

{4} During the taxable year, an individual may make

amendments to the declaration required under subsection (1)

if the amount of his estimated tax changes. The adijustment

must be reflected in his next required installment.

{5) If the taxpayer is wunable to make his own

declaration, the declaration must be made by a duly

authorized agent or guardian of the taxpayer."

Section 3. Section 15-30-242, MCA, is amended to read:

"15-30-242, Installment payments of estimated tax -~--

penalty and interest for underpayment of installment. ¢%¥

Estimated-tax-provided-for-in-15-38-241—-shatlt-——be--patd-—as
folitows+
taj--if--the-decltaration-is-filted-on-or-before-Aprit-i5
of-the-taxabie-yearr-the-zatimated-tax-shati-be-patd-in——two
equat—-instatimentss-—FPhe-first-instatiment-shati-be-paid-at
the-time-of-fiting-of-the-decinrntion-and-the-second-or-iast

instaliment-shalti-be-paté-on-Bectober-i5-of-the-taxabie~years
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tby—-Ff-the-deectaration-is-fited-afeer-Aprii-iS-and-not
after-Oetober-i5-of-the-taxable-year-and-is-nok-required--by
35-38-243¢t33--to~-be-~fited--on--or—-befere--Aprii-i5-eof-the
taxable-yeary-the-estimated-tax-shalil-be-patd-at-the-time-oaf
£ittng-of-cthe-deciarations
te}-~if-the-deciaration-is-filed-after--gctober--1S--of
the--taxabie--year-and-is-not-regquired-by-15-36-241t3}-to-be
fited-on-or-before-Betober--15--of--the--taxabie~--yeary-—the
estimated-tax-shatli-be-paid-in-fulti-at-the-time-of-fiting-of
the-dectarations
tdy~~tf---the--decitaration--ta--fited--after--the--time
prescribed-in-15-38-241y-incinding-cases-where-extensions-of
time-have-been-granted;-subsectiona--tiytby--and--¢ttytey-—-of
this--section-shaii-not-appiy-and-there-shatl-be-pa:d-at-the
time-of-such-fiting-ait-instatimenrs-of -estimated-tax--which
woutd--hnave--basen--payabie--an--ar--before--such-time—-if-the
deciaration-had-heen-fited-within--the--time--prescribed-——in
35-36-2411+3y-and-the-remaining-instaiimenta-shaii-be-paid-at
the--times--at——which-and-in-the-amounta-in-which-they-woutd
have-been-payable-if-the-declaration-had-been-so-£fited-
+2}--if-any-amendment-of-a-dectaration-is--fited--nfter
Aprit--15--and--befoare--Octobar--15-o0f-the-taxable-year;-the
remaining-instatiments-if-anyr-shati-be-ratabiy-increased-or
decreased;-as-the-case-may-be;-—-to--refiect--the--reapective

increase--or-decrease-in-the-estimated-tax-by-reason-of-sueh

_8_
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amendment s -If-any-amendment-is-made-after-Oetober-15-0f--the
taxable—-year;--any--increase-in-the-estimated-tax-by-reason
thereof-ashali-be-paid-at-the-time-af-making-such--amendments
t3y--At—the-etection-cf-the-individual;-any-instatiment
of-—the-—eatimated--tax--may--be--paid--prier--to--the--date
prescribed-for-its-payments
t4}--Payment-cf-the-eatimated-tax--or-—any--instatiment
therecf--shatri--be--considered-payment-on-account-cf-the-tax
for-the-taxabie-year:
$5--Fhe-apptication-of-this-section-to--taxabie--years
of--less—-than-12-months-shali-be-as-prescribed-in-the-rutes
promuigated-by-the-department-
t6y-—¥n-the-appiication-cf-this--saction——te--taxpayers
reporting--income——-on--a--£fiscal-year--basis;-there-shati-be
subatttuted-for-~the-~datea--apecified--therein--the--months
corresponding-theretos
{3 }——An-individuai-who-fatis-te-pay-an-estimated-tax-as
required-by-this-section-is-net-subject-to-the-panaities-set
forth-in-15-360-323<

{l1) For calendar vyear taxpavers, guarterly estimated

payments provided for in 15-30-241 are due on the following

dates of the taxable year:

i1st installment April 15
2nd installment June 15

3rd installment September 15
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4th installment January 15

(2) At the election of the individual, any installment

of the estimated tax may be paid prior to the date

prescribed for its payment.

{3) PFor an individual whose taxable year begins on any

date_other than January 1, estimated tax payments are due

the following number of months after the beginning of his

taxable year:

lst installment 3 1/2 months
5 1/2 months
8 1/2 months

12 1/2 months

{(4) This section does not apply to an individual with

2nd installment

3rd installment

4th installment

a short taxable year or to a part-time resident,

{5) An individual who is required to pay an estimated

tax under 15-30-241 but fails to pay the tax is subiject to a

penalty of 10% of the underpayment, but not less than $5 for

each installment, and interest at the rate of 9% a year. Tg

calculate the amount of the underpayment and the peried of

the time for interest to be paid, the provisions of section

6654(b) (1) through {(3) of the Internal Revenue Code of 1986,

as amended, apply.

{6) Except as provided in [section 4], the penalty and

interest for underpayment of estimated tax must be added to

the tax due under 15-30-103."

_10_
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NEW SECTION. Section 4. Exceptions to assessment of
penalty and interest -~ interest for overpayment. (1) B3
taxpayer 1is subject to the payment of penalty and interest
provided in 15-30-242(5) only if the amount of an
installment paigd, if any, is less than:

{a) 25% of 90% of the actual tax due; or

{b) 25% of 100% of the previous year's tax liability,
provided the tax is for a full tax year.

(2) (a) Penalty or interest may not be imposed under
15-30-242(5) with respect to any underpayment of estimated
taxes for a newly retired or disabled person. For the
purposes of this subsecticen (2)(a), “newly retired" or
“newly disabled” person means a person who retired at 62
years of age or older or who became disabled in the taxable
year for which estimated payments are required to be made or
in the taxable year preceding the current taxable year.

(b) Penalty or interest may not be imposed wunder
15-30-242(5) with respect to any underpayment to the extent
the director of the department of revenue determines that by
reason of casualty, disaster, or other unusual circumstance,
the imposition of the payment of estimated taxes would be
contrary to equity and good conscience.

(3) Interest may not be paid for any overpayment of

estimated tax, except as provided in 15-30-149(4).

Section 5. section 15-31-101, MCA, is amended to read:

~11-
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®15-31-101. Organizations subject to tax. {1} The term
"corporation" includes associations, joint-stock companies,
common-law trusts and business trusts which do business in
an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

{2} The terms “engaged in business" and “doing
business" both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profit.

{3) Except as provided in 15-31-103 or 33-2-705(4) or
as may be otherwise specifically provided, every corporation
engaged in business in the state of Montana shall annually
pay to the state Ltreasurer as a license fee for the
privilege of «carrying on business in this state such
percentage or percentages of its total net income for the
preceding taxable year at the rate hereinafter set forth. In
the case of corporations having income from business
activity which is taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as

determined under part 3, %him Except as provided ir

15-31-502, this tax is due and payable on the 15th day of

the Sth month following the close of the taxable year of the

carperation; however, the tax becomes a lien as provided ir

_12_.
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this chapter on the last day of the taxable year in which
the income was earned and is for the privilege of carrying
on business in this state for the taxable year in which the
income was earned.

(4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and lean association organized under the laws
of this state or of the United States is subject to the
Montana corporation 1license tax provided for under this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public
Law 91-156, section 2 (12 U.S5.C. 548)."

Section B. section 15-31-502, MCA, is amended to read:

"15-31-502. Assessment and payment of taxy-—penateysy

and--interest -- estimated tax payment. (1) All taxpayers

shall compute the amount of tax payable under this chapter
and shall remit suech the amount to the department of revenue
on or before the 15th day of the 5th month following the
close of the taxable period. 3f-the-tax—is-net-paid--on—-or
before-~-the--due--datay-there-shali-be-assessed-a-penatty-of
t@%-of-the-amount-of-the-tax-uniess-it--ia--shown--thak--the
fatinre--was-due-to-reasonable-canse-and-net-due-to-negiects
ff-any-tax-due-under-this-chapter-ts—not-paid-when--due;--by
reason--of-extensioan-granted-cr-otherwiser-interest-shati-be

added-thereto-at-the-rate-of-12%-per-annumn-from-the-due-date
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uneit-patds

(2) Each corporation shall make estimated tax payments

if its annual estimated tax can reascnably be expected to be

$5,000 or more. The estimated payments must be made in

installments as follows:

{a) 1f the 55,000 The following percentages of

threshold is met or the estimated tax must be

exceeded: paid on the 15th day of the

applicable months:

4th 6th 9th 12th

month month maonth month

Before the 1st day of the

4th month of the taxable

year:
After the 1last day of the

1%
n
-»
w
oP
8]
5]
of
L8]
n
L.

|
|

3rd month and before the

1st day of the 6th month of

the taxable year: 33 1/3% 33 1/3% 33 1/3%

After the last day of the

5th month and before the

1lst day of the 9th month of

the taxable year:

w
of
%]
L]
.4

After the last day of the

8th month and before the

12th month o©of the taxable

_14_
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year: 100%

(b) If after paying any installment of estimated tax

the taxpayer makes a new estimate, the amount of each

installment, if any, is the amount that would have been paid

if the new estimate had been made when the First estimate

for the taxable vear was made, increased or decreased, as

the case may be, by the amount computed by dividing:

(i) the difference between:

(A) the amount of estimated tax required to be paid

before the date on which the new estimate was made; and

(B} the amount cf estimated tax that would have been

required to be paid before that date if the new estimate had

been made when the first estimate was made:

{ii) by the number of installments remaining to be paid

on or after the date on which the new estimate was made.

(1) The application of this section to taxable years

of less than 12 months must be in accordance with rules

adopted by the department.

{4) At the election of the corporation, any

installment of the estimated tax may be paid before the Jdate

prescribed for its payment."

NEW SECTION. Section 7. Estimated payments --  tax
returns -—- penalties -- interest. (1) For corporations
failing to make estimated payments according to the schedule

provided in 15-31-502(2), there is assessed a 20% per annum
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underpayment penalty calculated as follows:

(a) For purposes of this subsection (a), the amount of
underpayment is in excess of the amount of the installment
that would be required to be paid if the estimated tax were
equal to 80% of the tax shown on the return for the taxable
year or, if no return was filed, 80% of the tax for the year
over the amount, if any, of the installment paid on or
before the last date prescribed for payment.

{b) Notwithstanding the provisions of subsection
(l){a), the penalty with respect to an underpayment of any
installment may not be imposed if the total amcunt of all
payments of estimated tax made on or before the last date
prescribed for the payment of the installment equals or
exceeds the amount that would have been required to be paid
on or before that date if the estimated tax were the lesser
of the following:

(i) the tax shown on the return of the corporation for
the preceding taxable year if a return showing a liability
for tax was filed for the preceding taxable year and the
preceding year was a taxable year of 12 months;

(ii) an amount egual to the tax computed at the rates
applicable to the taxable year, but otherwise on the basis
of the facts shown on the return of the corporation for, and
the law applicable to, the preceding taxable year; or

(iii) an amount egual to B0% of the tax for the taxable

_.16._
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year, computed by placing on an annualized basis the taxable
income:

(A} for the first 3 months of the taxable year in the
case of the installment required to be paid in the 4th
month;

{B) for the Eirst 3 months or for the first S months
of the taxable year in the case of the installment required
to be paid in the 6th month:

(C) for the first 6 maonths or for the first & months
of the taxable year in the case of the installment required
to be paid in the 9th month; and

(D) for the first 9 months or for the first 11 months
of the taxable year in the case of the installment required
to be paid in the 12th month of the taxable year.

(c) For purposes of subsection (1)(by({iiiy, the
taxable income must be placed on an annualized basis by:

(i) multiplying by 12 the taxable income referred to
in subsection (1)(b){iii); and

{ii) dividing the resulting amount by the number of
months in the taxable year (3, 5, 6, 8, 9, or 11, as the
case may be) referred to in subsection (1l)(b)(iii).

(d) Notwithstanding subsections (1)(a) through (1}(c),
the penalty with respect to an underpayment of any
installment may not be imposed if the total amount of all

payments of estimated tax made on or before the last date
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prescribed for the payment of the installment eguals or
exceeds 80% of the amount determined under subsection
(1)(e).

(e) To determine the amount under this subsection {e)
for any installment:

(i) tqke the taxable income for all months during the
taxable year preceding the filing month;

{11) divide the amount by the base period percentage
for all months during the taxable year preceding the filing
month;

{iii) determine the tax on the amount calculated under
subsection (1l){e)(ii): and

{iv) multiply the tax computed under subsection
(1)(e)({iii) by the base period percentage for the filing
month and all months during the taxable year preceding the
filing month.

(f) For purpcoses of this subsection {(1):

(i) the base period percentage for any period of
months is the average percentage that the taxable income for
the corresponding months in each of the 3 preceding taxable
years bears to the taxable income of the 3 preceding years;

(ii) the term "filing month" means the month in which
the installment is required to be paid;

(iii) this subsection (1) applies only 1if the base

period percentage for any 6 consecutive months of the

_18_
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taxable year equals or exceeds 70%: and

(iv) the department of revenue may by rule provide for
the determination of the base period percentage in the case
of reorganizations, new corporations, and other similar
circumstances,

(2) If the tax for any corporation is not paid on or
before the due date of the return as provided in
15-31-111(2), there is assessed a penalty of 108 of the
amount of the tax due, unless it is shown that the failure
was due to reasonable cause and not to neglect.

(3) If any tax due under this section is not paid when
due, by reason of extension granted or otherwise, interest
is added to the tax due at the rate of 12% a year from the
due date until paid.

NEW SECTION. Section 8. University system ecapital
projects account -- use. (1) There is within the state
special revenue fund a university system capital projects
account.

(2) the account is comprised of:

(a) all money allecated to the fund under 15-1-501(6);
and

(b) all interest earned on the account, except the
amount appropriated by the legislature to service bonds
issued under subsection (3).

[3) Interest earned on the account may only be
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appropriated to service bonds issued for the purpose of
financing capital projects authorized by the legislature for
the Montana university system. However, money from the
account may not be expended or obligated without:

{a) specific authorization of the project by the
legislature; and

{b} appropriation of funds by the legislature.

{4) For the purposes of this section, the term
"capital proiect" means a building or any infrastructure
necessary to support a building or other infrastructure at
the university of Montana, Montana state university, eastern
Montana college, western Montana college, northern Montana
college, or Montana college of mineral science and
technelogy. The term does not include facilities
appurtenant to the commissioner of higher education or the
board of regents, unless the facilities are located on the
campus or an extension of the campus of one of the six units
specified in this subsection.

NEW SECTION. Section 8. Saving clause. |[This act!
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before

[the effective date of this act].
NEW SECTION. Section 10. codification instruction,
(1) [Section 4] 1is intended to be codified as an integral

part of Title 15, chapter 30, part 2, and the provisions of

_20_
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Title 15, chapter 30, part 2, apply to [section 4].

{2) [Section 7] is intended to be codified as an
integral part of Title 15, chapter 31, part 5, and the
provisions of Title 15, chapter 31, part 5, apply to
[section 71},

(3) [Section B] is intended to be codified as an
integral part of Title 17, and the provisions of Title 17
apply to [section B].

NEW SECTION. Section 11. applicability. [This act]
applies to taxable years beginning after December 31, 1989.

NEW SECTION. Section 12. Effective date. [This act]
is effective on passage and approval.

-End-
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Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SBl4, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:

An act to provide for the quarterly payment of estimated tax by certain taxpayers; to require quarterly estimated
payments by all taxpayers subject to corporate license or income tax who have annual state tax liabilities in excess
of $5,000; to provide for penalties for underpayment; to create a university system capital projects fund and to
provide for the use of the fund; and providing an immediate effective date and an applicability date.

ASSUMPTIONS:

CORPORATION LICENSE TAX

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

2. The distribution of corporate tax liabilities across taxable income brackets in calendar year 1987 is assumed
constant in future years.

3. Corporations will submit, through required estimated payments, 80Z of their total tax liability.

4, The requirement to submit estimated payments will apply to approximately 1,000 corporations. These 1,000

corporations account for 77.47% of revenue collected from the corporation license or income tax.

INDIVIDUAL INCOME TAX

5. Current law individual income tax collections are estimated to be $256,617,000 in FY90; §$ 274,732,000 in FY91;
and $288,164,000 in FY92 (HJR13 and OBPP).

6. The ratio of estimated tax reported in the Statewide Budgeting & Accounting System (SBAS) to total individual
income tax collections is .10 (SBAS, FY8B).

7. Under current law, the estimated tax currently reported in SBAS and paid before April 15 is 42.4% of the total
liability subject to estimated tax provisions.

8. Taxpayers whose total remaining liability after withholding and credits is less than $400 will not be subject

to the estimated tax provisions.
9. Taxpayers subject to these provisions will pay 907 of their total liabilities in estimated payments.
10. The proposed penalty provisions are sufficient to enforce 1007 taxpaygg compliance with the provisions of this

bill. \ P
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11. The net effect of this bill is to accelerate 42.227 of total FY91 liability subject to estimated tax

provisions into FY90.

already being paid under current law.)

12. During June, 1990, payments are recorded in time to meet the June SBAS cutoff date.

(257 of total estimated tax liability paid in April, and 25% paid in June, less 7.78%

13. 1If there were no growth in total income tax liability from one year to the next, the impact in the second year
However, the impact shown is attributable to collections estimated to increase

of the biennium would be zero.

4.89%7 from FY9] to FYO92.

14. Short-term interest rates are estimated to be 8.0% in FY9(C and FY%1.(HJR13)
15. The submission of quarterly estimated tax payments will increase the workload <f the Income Tax Division and

the Natural Resource and Corporation Tax Division.

to be processed.

FISCAL IMPACT:

Revenue Impact:

FYOO
Current Law Proposed Law Difference
Corporation Tax $ 51,044,000 $ 59,272,293 $ 8,228,293
Individual
Income Tax 256,617,000 283,976,000 27,359,000
Total $307,661,000 $343,248,293 $35,587,293

FYO1

Workload increases are due to additional forms and payvments
Also, a one-time expenditure is necessary for changing the corporation tax computer system
and the revenue control system to account for the different method of tax receipts.

Current Law

Proposed Law

Difference

$ 51,474,000

274,732,000

$ 65,891,867

276,070,000

$14,417,867

1,338,000

$326,206,000

- $341,961,867

$15,775,867

Corporation Tax note: additional interest earned due tc the change in the timing of the receipts is estimated to be
$79,833 in FY90 and $845,234 in FY91.

Individual Income Tax note: accelerating collections through the estimated tax provisions of this bill are estimated
to increase interest income approximately $244,090 in FYS0 and $361,882 in FY91.

Fund Information:

FY9Q0

Current Law Proposed Law Difference

General Fund $179,283,067 $192,244,166 $12,961,099
Foundation Program $93,296,383 $105,514,840 $12,218,458
Debt Service $30,806,258 $33,023,992 $2,217,734
Local Government $4,275,292 $4,964,469 $689,177
Univ. Capital Proj. $0 $7,500,825 $7,500,825
Total $307,661,000 $343,248,293 $35,587,293

FY91

Current Law Proposed lLaw Difference
$1%0,059,073 $186,754,965 (%$3,304,108)
$99,147,998 $102,568,214 $3,420,215
$32,657,818 $32,079,981 ($577,837)
$4,341,111 $5,557,056 $1,215,945
$0 $15,001,651 $15,001,651
$326,206,000 $341,961,867 $15,755,867




Fiscal Note Regquest SBl4 as introduced
Form BD-15
Page 3

Expenditure Impact: (General Fund)

FYS0
Current Law Proposed Law Difference
Personal Services 3 0 $ 87,681 $ 87,681
Operating Expense 0 44,900 44,900
Capital OQOutlay 0 23,656 23,656
Total $ 0 $ 156,237 $ 156,237

FY91
Current Law Proposed Law Difference
$ G $ 87,937 $ 87,937
¢ 31,500 31,500
¢ 0 0
$ 0 $ 119,437 $ 119,437



STATE OF MONTANA - FISCAL NOTE
. : Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SBl4, with proposed amendments

DESCRIPTION CF PROPOSED LEGISLATION:
An act to provide for the quarterly payment of estimated tax by certain taxpayers; to require quarterly estimated
payments by all taxpayers subject to corporate license or income tax who have annual state tax liabilities in excess

of $5,000; to provide for penalties for underpayment; to create a university system capital projects fund and to

provide for the use of the fund; and providing an immediate effective date and an applicability date.
ASSUMPTIONS:

CORPORATION LICENSE TAX ]
1. Corporation license tax collections are projected to be $51,044,000 in FY90 and $51,474,000 in FY91 (HJR13).
2. The percentage distribution of corporate tax liabilities across taxable income brackets in 1987 is assumed
constant in future years.

3. Corporations will submit through required estimated payments 807 of their total tax liability.

4. The requirement to submit estimated payments will apply to approximately 1,000 corporations. These 1,000
corporations account for 77.4% of revenue collected from the corporation license or income tax.

INDIVIDUAL INCOME TAX
S. Current law individual income tax collections are estimated to be § 256,617,000 in FY90; $ 274,732,000 in

FY91; and $288,164,000 in FY92 (HJR13 and OBPP).

6. The ratio of estimated tax reported in the Statewide Budgeting and Accounting System (SBAS) to total individual
income tax collections is .10 (SBAS, FY88).
7. Under current law, the estimated tax currently reported in SBAS, and paid before April 15, is 42.4% of the

total liability subject to estimated tax provisions.

8. Taxpayers whose total remaining liability after withholding and credits is less than $400 will not be subject
to the estimated tax provisions.

9. Taxpayers subject to these provisions will pay 907 of their total liabilities in estimated payments.

10. The proposed penglty provisions are sufficient to enforce 100Z taxpayer compliance with the provisions of this
bilil.

11. The net effect of this bill is to accelerate 42.22% of total FY91 liability subject to estimated tax

provisions into FY90. (25% of total estimated tax liability paid in April, and 25Z paid in June, less 7.78%
already being paid under current law.)

i2. All June, 1990, payments are recorded in time to meet the June SBAS cutoff date.
13. If there were no growth in total income tax liability from one year to the next, the impact in the second year

of the biennium would be zero. The impact shown is attributable to collections estimated to increase
approximately 4.89% from FY91 to FY92.

14. Short-term interest rates are estimated to be 8.0%Z for FY90 and FY91 (HJR 13).

15. The submission of quarterly estimated tax payments will increase the workload of the Income Tax Division and
the Natural Resource and Corporation Tax Division. Worklead will increase due to additional forms and payments
to be processed. Also, a one-time expenditure is necessary for changing the corporation tax computer system

and the revenue control system to account for the different method
75/
RUCE D. CRIPPEN, PRIMAR¥/SPONSOR  DATE-

Fiscal Note for SBl4, with proposed amendments
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FISCAL IMPACT:
Revenue Impact:

FY90

Current Law

Proposed Law

Difference

Corporation Tax

Individual
Income Tax 256,617,000
Total $307,661,000

$ 51,044,000

$ 59,272,293

283,976,000

$ 8,228,293

27,359,000

$343,248,293

$35,587,293

FY9i
Current Law Proposed Law Difference
$ 51,474,000 $ 65,891,867 $14,417 ,867
274,732,000 276,070,000 1,338,000
$326,206,000 $341,961,867 $15,775,867

Corporation Tax note: additional interest earned due to the change in the timing of the receipts is estimated to be
$79,833 in FYS0 and $845,234 in FY91.

Individual Income Tax note: accelerating collections through the estimated tax provisions of this bill are estimated
to increase interest income approximately $244,090 in FY90, and $361,882 in FY91.

Fund Information:
Corporation Taxes

General Fund $29,931,673 $29,195,886 $ (736,087)
Foundation Program 11,692,177 11,404,643 (287,534)
Debt Service 5,144,558 5,018,043 (126,515)
Local Governments 4,275,292 4,964,469 689,177
Univ. Capital Proj. 0 8,689,252 8,689,252
Total $51,044,000 $59,272,293 $ 8,228,293
Individual Income Taxes
General Fund $149,351,004 $147,812,110 ($1,538,984)
Foundation Program 81,604,206 80,763,318 (840,888)
Debt Service 25,661,700 25,367,270 (264,430)
Univ. Capital Proj. 0] $30,003,302 30,003,302
Total $256,617,000 $283,976,000 $27,359,000
Expenditure Impact: (General Fund)
Personal Services $ 0 $ 87,681 $ 87,681
Operating Expense 0 44,900 44,900
Capital Outlay 0 23,656 23,656
Total $ 0 $ 156,237 $ 156,237

$30,165,049 $27,802,281 $ (2,362,768)
11,783,222 10,860,266 (922,956)
5,184,618 4,778,517 (406,101)
4,341,111 5,557,057 1,215,945

0 16,893,747 16,893,747
$51,474,000 $65,891,867 $14,417,867
$159,894,024  $160,672,740 $ 778,716
87,364,776 87,790,260 425,484
27,473,200 27,607,000 133,800

0 0 0
$274,732,000 $276,070,000 $ 1,338,000
$ 0 $ 87,937 $ 87,937

0 31,500 31,500

0 0 0

$ D $ 119,437 $ 119,437
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APPROVED BY COMMITTEE
ON TAXATION AS AMENDED

SENATE BILL NO. 14
INTRODUCED BY CRIPPEN, VAN VALKENBURG, HALLIGAN, VINCENT,
FARRELL, NORMAN, BLAYLOCK, MCLANE, B. BROWN, BRADLEY,

BOYLAN, SPRING, WALLIN, REAM

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR THE
QUARTERLY PAYMENT OF ESTIMATED TAX BY CERTAIN TAXPAYERS; TO
REQUIRE QUARTERLY ESTIMATED PAYMENTS BY ALL TAXPAYERS
SUBJECT TO CORPORATE LICENSE OR INCOME TAX WHO HAVE ANNUAL
STATE TAX LIABILITIES IN EXCESS OF $5,000; TO PROVIDE FOR

INTEREST PENALTIES FOR UNDERPAYMENT; TO ALLOCATE $20 MILLION

T0 THE WORKERS' <COMPENSATION TAX ACCOUNT; TO CREATE A

UNIVERSITY SYSTEM CAPITAL PROJECTS FUND AND TO PROVIDE FOR
THE USE OF THE FUND; AMENDING SECTIONS 15-1-501, 15-30-241,

15-30-242, 15-31-101, ANB 15-31-502, AND 39-71-2584, MCA;

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN
APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-1-501, MCA, is amended to read:
*15-1-501. Disposition of moneys from certain

designated license and other taxes. (1} The state treasurer

shall deposit to the credit of the state general fund all
moneys money received by him from the collection of:
(a) fees from driver‘s

licenses, motorcycle
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endorgements, and duplicate driver's licenses as provided in
61-5-121;

{b} electrical energy producer's license taxes under
chapter 951;

(c) severance taxes allocated to the general fund
under chapter 36;

(d) 1liquor license taxes under Title 1&;

({e) telephone [company] license taxes under chapter
53; and

{f) inheritance and estate taxes under Title 72,

chapter 16.

{2) Ati-meneys Except as provided in subsection (86)

AND (7}, all money received from the collection of income

taxes under chapter 30 of this title shai} must be deposited
as follows:

{a) 58.2% to the credit of the state general fund;

{(b) 10% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

{c} 31.8% to the credit of the state special revenue
fund for state equalization aid to the public schools of

Montana as described in 20-9-143,

{3) Aill-moneys Except as provided in 15-31-702 and

subseckion--+6%+ SUBSECTIONS (8) AND ({9) of this section, all

money received from the collection of corporation 1license

-2- SB 14

SECOND READING



v B SNt s W N e

-
o

11
12
13
14
is
16
17
18
1%
24
21
22
23
24
25

SB 0014/02

and income taxes under chapter 31 of this titlej-except-as
provided-in-15-33-702y-shai} must be deposited as follows:

(a) 64% to the credit of the state general fund;

{b) 11% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

(c) 25% to the credit of the state special revenue
fund for state equalization aid to the public schools of
Montana as described in 20-9-343.

(4) The state treasurer shall also deposit to the
credit of the state general fund all meneys money received
by him from the collection of license taxes, fees, and all
net revenues and receipts from all other sources under the
aperation of the Montana Alcoholic Beverage Code.

(5) After the distribution provided for in 15-36-112,
the remainder of the cil severance tax collections shaii
must be deposited in the general fund.

{6) FROM THE MONEY COLLECTED UNDER 15-30-242 APFTER

[THE EFFECTIVE DATE OF THIS ACT] FOR ESTIMATED TAX PAYMENTS

FOR THE TAXABLE PERIODS DESCRIBED IN SUBSECTION (7), $20

MILLION IS ALLOCATED TC THE WORKERS' COMPENSATION TAX

ACCOUNT UNDER 39-71-2504,

{t63--(7){a) One-gquarter--~of--a}}+ AFTER THE ALLOCATION

PROVIDED BY SUBSECTION (6), THE REMAINING money collected

under 15-30-242(1) for the estimated tax payments due on

-3~ SB 14
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April 15, %989y 1990, AND June 15, 389 1950, September--iGy

19897-~and--January--157--39997y must be credited to the

university system capital projects account created in

isection 8].
(b) ©One-guarter--of--ati AFTER THE ALLOCATION PROVIDED

BY SUBSECTION (5), THE REMAINING money collected under

15-30-242(3) for the estimated tax payments due 3 1/2

monthsy AND 5 1/2 monthsy-8-1/2-menthar-and-—-i2--1/3--months

after the beginning of a taxpayer's first taxable year

beginning after [the effective date of this act] must be

credited to the university system capital projects account

created in [sectiecn 8].

(8) (A) BEGINNING JULY 1, 1989, AND ENDING JUNE 30,

1930, 16% OF ALL MONEY RECEIVED UNDER 15-31-502 FROM TEE

COLLECTION QF CORPORATION LICENSE AND INCOME TAXES MUST BE

CREDITED TC THE UNIVERSITY SYSTEM CAPITAL PROJECTS ACCOUNT

CREATED IN [SECTION 8].

{(B) BEGINNING JULY 1, 1990, AND ENDING JUNE 30, 199:%,

28% QF ALL MONEY RECEIVED UNDER 15-31-502 FROM THE

COLLECTION OF CORPORATION LICENSE AND INCOME TAXES MUST BE

CREDITED TO THE UNIVERSITY SYSTEM CAPITAL PROJECTS ACCOUNT

CREATED IN [SECTION 81].

{9} CORPORATION LICENSE TAXES REMAINING AFTER THE

ALLOCATIONS PROVIDED BY SUBSECTION {(8) ARE DISTRIBUTED AS

PROVIDED BY SUBSECTION (3)."

~-4- SB 14
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Section 2. section 15-30-241, MCA, is amended to read:
"15-30-241. Declaration and payment of estimated tax.
{1) Every individual except farmers, ranchers, or stockmen,

as defined in section 6654(i)(2) of the Internal Revenue

Code of 1986, as amended, shall, at the time prescribed in

subsection-{3)-of-this-section 15-30-242, make a declaration
of and pay his estimated tax for the taxable year if his net
inceme-érom-sources-oéher—than-wnges7—5a}arie37—bonusear--or
sther--emotumenta-—can—-reasenably--be--expected-to-egquai-or
exceed-hia-net-income-from-wages;-sataries;—bonuses-sv-other

emolumentsr-which-are-subject-to-withhotding estimated tax,

as calculated in subsection {2)(a) of this section, is $400

or more.
{2) ta) In the declaration required under subsection
(1) of--this--seetion, the individuai-sheii-stare estimated

tax must be one of the following:

tay(i) the-amount-which-he-estimates-as—the-amount--of
eax—-under——15-30-103--for——the--taxable——year; 100% of the

individual's Montana income tax from the prior year or, if

the individual is married and filing jointly, 100% of the

joint income tax liability; or

{ii) 90% of the individual's Montana income tax in the

current year.

{b} A taxpayer who estimates his tax under subsection

(2){a)fii} shall:
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{i) annualize his taxable income for the current year;

{(ii) calculate the tax using the tax rates provided in

15-30-103; and
tb¥(iii) the---amount-—-which--he--estimates--wilti--be
withhetd-from-wages-paitd-by-his-emptoyer—if-said--individuanl

is--an-empioyes; deduct all withholding and c¢redits to which

he is entitled.

tey-—the--excess--of-———the--—amount-—-estimatead---under
subsection-{2}tal-over-the-amonnt-estimated-under-snbsectien
t23tb}v--which--excess-for-purposes-of-this-saction-shati-be
conaidered-the-estimated-tax-fasr-the-taxabie-year;

td}--such-other-information-as--may--be--preseribed--in
rotes-promulgated-by-the-departments

t3}--Fhe--deciaration——required-under-subsection—-ft1)-of
this-section-shati-be-£ited-with-the-departnent-on-or-before
Aprii--15--of--che--taxebie--year;-—-except—---that---if-——ehe
requirements--of-—-subsection--¢i)}--of-this-section-are-firae
nett

tat--after-April-i-and-before-Bctober-1-cf-the--taxabie
yeary-the-deciaration-shati-be-filed-on-or-before-dctober-315
of-the-taxable-years

tb}--afeer-——Betober---i-—-of --the--taxable--yearz——the
deciaration-shatt-be-fiied-on-or-before-Pebruary-i5--ef—-the
suecceeding-taxabie-years

t4)--An-individuat-may-make-amendments-of-a-dectaration

-6- 58 14
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fited-—during--the-taxabie-year nnder-subsection—{3y-of-this
section-under-rulea-preseribed-by-the-departments
t5y--ify-on-or-before-Pebruary--15--of--the--suceeeding
taxabie--yeary--the--taxpayer-£fiies-a-return-for-the—taxabie
year-for-which-the-deciaration-to-required-and-pays—in-——£funii
the--amount--computed--on--his-return-as-payabie;-then-under
rutes-prescribed-by-the-department:
tar--if-the-declaration-is-not--required--to--be——fiied
during--che--taxabie--year-but-is-required-to-be-filed-on-ar
befere-such-Pebruary-1i5;-such-return-shati-for-the--purposes
ef-this-section-be-considered-as-such-deectaration;-and
thy--tf-the-tax-shown-on-the-return-is-greater-than-the
estimated-—tax--shown-in-a-dectaration-previousiy-made-or-in
the-1ast-amendments--theraof;--such-—-return--shati—-for——the
purposes--of--this-seettsn-be-considered-as-the-amendment-of
the-decitaration-permitted-by-subsection-{4}-of-this--section
to-be-fited-on-or-befere-such-Pebruary-15<
t63--Fhe--department--shati--promuigate-rules-governing
reasonabie-extensions-of-time-for--€:itng~—deciarations—-and
paying-cthe-estimated-tax-except-in-the-case-of-taxpayers-wha
are--abroadr--and-no-such-extenston-shati-be-for-more-than-6
monechsar
+34--if--the--taxpayer-—is--unable--to--make--his---own
dectaration;——-khe--decltaration—-shaii--be--made--by--a--duiy

authorized-agent-or-by-the-guardtan-or-other-pasrson--charged
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with-the-care-of-the-person—or-properey-of-such-taxpayer~
+83--Any-—individuai-vhe-£failts-to-fite-a-dectaration-of

estimated-tax-as-required-by-this-section-ia—nokt-aubjeet-——to

tha-penatties-set-forth-in-15-36-321+

{3) PBach individual required to declare his estimated

tax shall make four equal installments on_the dates

prescribed in 15-30-242 if the estimated annual tax due, as

calculated in subsection (2)(a) of this section, is 5400 or

more.

(4) During the taxable year, an individual may make

amendments to the declaration required under subsection {1}

if the amount of his estimated tax changes. The adjustment

must be reflected in his next required installment.

{5) If the taxpayer is unable to make his own

declaration, the declaration mugst be made by a duly

authorized agent or guardian of the taxpayer."
Section 3. Section 15-30-242, MCA, is amended to read:

"15-30-242. Installment payments of estimated tax --

penaity—--and interest PENALTY for underpayment of

installment. ¢3}-Estimated-tax--provided--far--in--315-38-243
shati-be-paid-as-follows:
tay--3f--the-decinration-is-£filed-on-or-before-Aprit-35
of-the-taxable-year;-the-estimated-tax-shati-be-pard-in--two
equal--instatimentsr-~FPhe-firat-instatiment-shati-be-paté-at

tha-time-of-filing-of-the-decltaration-and-the-second-or-tast

-8- SB 14
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instatiment-shati-be-paid-on-Octeber-15-cf-the-taxabie-year-
thy——3if-ehe-dectaration-is—£fited-after-Aprit-35-and-not
after-October-15-of-the-taxabie-year-and-ira-noe-redquired——by
35-30-243¢3}--to—-be--£i{led--on--or--before--Aprit-i5-of-the
taxable-yeary-the-estimated-tax-shati-be-patd-at-the-time-of
£i+ling-of-the-dectarations
tey——if-the-dectaration-is-fited-after--Betober--15--of
the--taxabie--year-and-is-not-required-by-15-36-243{3}-to-be
fited-on-or-before-October--i5--cf--the--taxabie--year;-——the
estimated-tax-shati-be-paid-itn-fuli-at-the-time-of-fiting-of
the—dectarations
tdy——3f——-the--deciaration——-is--£fited--after—--the--time
prescribed-in-15-38-2417-inciuding-cases-where-extensions-of
time-have-been-granted;-subsections--tiytby—-and--ti¥fey--cf
this——sectien-shatl-net-appiy-and-there-shatri-be-paid-at-the
time-of-such-£fiiing-ati-inscatimenta—of-estimaked-tax--which
wonid--have--been--payable--cn--or--before--such~time-t€-the
declaration-had-been-fited-within--the—-time--prescribed--4in
35-38-241t3j—and-the-remaining-instatiments-shati-be-paid-at
the--times——at—-which-and-in-the-amounts-in-which-they-wounid
have-been-payabie-if-the-dectaration-had-been-sa-fitedx
t2y-—if-any-amendment-of-a-decitaracion-ta--fited--after
Aprit--i5--and--before--fetober—-15-of-the-taxabte-yeary-the
remaitning-inatatiment7-if-anyry-shati-be-ratabiy-inereased-or

decreasedy-as-the-case-may-bez--to--reflect—-the—-respective

-9~ 5B 14
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inerease-——or-decrease-in-the-eatimated-tax—by-reason-of-such
amendment--If-any-amendment-is-made-after-October-tS-of--the
taxabie—-yeary——any--increase—in—the-sstimated-tax-by-reason
therenf-shali-be-paid-at-the-time-of-making-such--amendments
$3}--At-the-election-of-the-individuats-any-inscaiiment
of--the—-estimated--tax—-may-~-be--paid--prior--to--the--date
prescribed-for-its—payments
t41—-Payment-of-the-estimated-tax--or-—any--instatiment
therenf--ashati--be--considered-payment-en-aceaunt-osf-the-tax
for-the-taxabie-years
+54--Fhe-application-of-this-asection-to--taxabie-—-years
af-—tess--than-i2-mentha-shaii-be-as-prescribed-in-the-rules
preomutgated-by-the-departments
t6)3-—-In-the-appitcation-of-this--section--te——taxpayers
reporting--income--on--a--fiscei-year--basis;-there-shaii-be
substiented-for-—the--dates——apecifisd-——therein——the--manths
eorreaponding-theretos
€#y--An-individealt-who-£faiia—te-pay-an-estimated-tax-as
regquired-by-this-section-is-not-aubject-te-the-penatties-set
farth-in-15-30-32%~

{l) For calendar year taxpayers, quarterly estimated

payments provided for in 15-30-241 are due on the following

dates of the taxable year:

1st installment April 15
2nd installment June 15

-10- SB 14
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3rd installment

September 15

January 15
{2) At the election of the individual, any installment

4th installment

of the estimated tax may be paid pricr to the date

prescribed for its payment.

{3) For an individual whose taxable year begins on any

date other than Januyary 1, estimated tax payments are due

the following number of months after the beginning of his

taxable year:

1st installment 3 1/2 months

5 1(2 months
8 1/2 months

12 1/2 months
{4) This section does not apply to an individual with

2nd installment

3rd installment

4th installment

a short taxable year or to a part-time resident.

{5} An individual who is required to pay an estimated

tax under 15-30-241 but fails to pay the tax is subject to a

penaity-cf-10%-ef-the-underpayment;-but-not-tess—than-55-for

each-instailmenty-and AN interest PENALTY at the rate of 9%

20% a year. To calculate the amount of the underpayment and

the period of the time for THE interest PENALTY to be paid,

the provisions of section 6654(b)(1l) through (3} of the

Internal Revenue Code of 1986, as amended, apply.

(6) Except as provided in [section 4], the penatty-and

interest PENALTY for underpayment of estimated tax must be

-11- 58 14
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added to the tax due under 15-30-103."

NEW SECTION. Section 4. Exceptions to assessment of
pensity—-and interest PENALTY -- interest for overpayment.
{1} A taxpayer is subject to the payment of penatty-and THE
interest PENALTY provided in 15-30-242(%) only if the amount
of an installment paid, if any, is less than:

{a) 25% of 90% of the actual tax due; or

{b} 25% of 100% of the previous year's tax liability.,
provided the tax is for a full tax year.

(2) (a) Penalety-or THE interest PENALTY may not be
imposed under 15-30-242{(5) with respect to any underpayment
of estimated taxes for a newly retired or disabled person.
For the purposes of this subsection (2)(a), "newly retired”
or "newly disabled" person means a person who retired at 62
years of age or older or who became disabled in the taxable
year for which estimated payments are required to be made or
in the taxable year preceding the current taxable year.

(b) Penatty-er THE interest PENALTY may not be imposed
under 15-30-242(5) with respect to any underpayment to the
extent the director of the department of revenue determines
that by reason of casualty, disaster, or other unusual
circumstance, the imposition of the payment of estimated
taxes would be contrary to equity and good conacience.

(3) Iaterest may not be paid for any overpayment of

estimated tax, except as provided in 15-30-149(4).

~12- SB 14
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Section 5. section 15-31-101, MCA, is amended Lo read:

*15-31-101. Organizations subject to tax. (1) The term
“corporation" includes associations, joint-stock companies,
common-law trusts and business trusts which do business in
an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, aqreements, or declarations of trust of any state,
country, or the United States.

{2) The terms "engaged in business" and "deoing
business™ both mean actively engaging in any transaction for
the purpese of financial or pecuniary gain or profit.

(3) Except as provided in 15-31-103 or 33-2-705(4) or
as may be otherwise specifically provided, every corporation
engaged in business in the state of Montana shall annually
pay to the state treasurer as a license fee £for the
privilege of carrying on business in this state such
percentage or percentages of its total net income for the
preceding taxable year at the rate hereinafter set forth. In
the case of corporations having income from  business
activity which is taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as

determined under part 3. Phis Except as provided in

15-31-502, this tax 1is due and payable on the 15th day of

the 5S5th month following the close of the taxable year of the

-13- 8B 14
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corporation; however, the tax becomes a lien as provided in
this chapter on the last day of the taxable year in which
the income was earned and is for the privilege of carrying
on business in this state for the taxable year in which the
income was earned,

{4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and loan association organized under the laws
of this state or of the United States is subject to the
Montana cerporation license tax provided for wunder this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public

Law 91156, section 2 (12 U.S,C. 548}."
Section 6. section 15-31-502, MCA, is amended to read:

*15-31-502. Assessment and payment of taxy-penaltysy

and-interest -- estimated tax payment. (1) All taxpayers

shall compute the amount of tax payable under this chapter
and shall remit sueh the amount to the department of revenue
on or before the 15th day of the 5th month following the
close of the taxable pericd. ZIf-the-tax-is-not-paid-on-or
before-the-due-date;-there-shati-be-assessed--a--penarty--of
30%--ef--the--amount-——of-the-tax-anltess-it-is-shown-that-the
fatiuvre-was-due-to-reasonabte-canse-and-not-due-to—-—negiect:
iE--nny——tax—due—under—this—chaptet—is-not—paid—uhen—due7—by

reason-cf-extenaion-granted-or-otherwise;-interest-shati—-be

-14- SB 14
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added-thereto-at-the-rate-of-i24-per-annun-Erom-the-due-date
untilt-patds

(2) Each corporation shall make estimated tax payments

if its annual estimated tax can reasonably be expected to be

$5,000 or more. The estimated payments must be made in

installments as follows:

{a} If the $5,000 The following percentages of

threshold is met or the estimated tax must be

exceeded: paid on the 15th day of the

applicable months:

4th 6th 9th 12th

month month month menth

Before the 1st day of the

4th month of the taxable

(%]
wn
L.
[
(7,3
[
N
L
53
Cd

year:
After the last day of the

|
|
|

3rd month and before the

1st day of the 6th month of

the taxable year: 33 1/3% 33 1/3% 33 1/3%

After the last day of the

5th month and before the

1st day of the 9th month of

the taxable year: 50% 50%

After the last day of the

Bth month and before the

=-15- SB 14
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12th month of the taxable
year: 100%

{b) If after paying any installment of estimated tax

the taxpayer makes a new estimate, the amount of each

installment, if any, is the amount that would have been paid

if the new estimate had been made when the first estimate

for the taxable year was made, increased or decreased, as

the case may be, by the amount computed by dividing:

{i} the difference between:

(A) the amount of estimated tax required to be paid

before the date on which the new estimate was made; and

(B} the amount of estimated tax that would have been

required to be paid before that date if the new estimate had

been made when the first estimate was made:

{ii) by the number of installments remaining tc be paid

on or after the date on which the new estimate was made.

{3) The application of this section to taxable years

of less than 12 months must be in accordance with rules

adopted by the department.

{4) At the election of the corporation, any

installment of the estimated tax may be paid before the date

prescribed for its payment.™

NEW SECTION. Section 7. Estimated payments -

INTEREST PENALTY -- tax returns —- penalties PENALTY --

interest. (1} For corporations failing to make estimated

-16- SB 14
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paymeants according to the schedule provided in 15-31-502(2},
there is assessed a 20% per annum underpayment INTEREST
penalty calculated as follows:

(a) For purpcses of this subsection (a), the amount of
underpayment is in excess of the amount of the installment
that would be required to be paid if the estimated tax were
equal to 80% of the tax shown on the return for the taxable
year or, if no return was filed, 80% of the tax for the year
over the amount, if any, of the installment paid on or
before the last date prescribed for payment.

{b) Notwithstanding the provisions of subsection
{1){a), the INTEREST penalty with respect to an underpayment
of any installment may not be imposed if the total amount of
all payments of estimated tax made on or before the last
date prescribed for the payment of the installment equals or
exceeds the amcunt that would have been required to be paid
on or befcocre that date if the estimated tax were the lesser
of the following:

(i) the tax shown on the return cof the corporation for
the preceding taxable year if a return showing a 1liability
for tax was filed for the preceding taxable year and the
preceding year was a taxable year of 12 months;

(ii} an amount equal to the tax computed at the rates
applicable to the taxable year, but otherwise on the basis

of the facts shown on the return of the corporation for, and

-17- SB 14
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the law applicable to, the preceding taxable year; or

{iii) an amount equal to 80% of the tax for the taxable
year, computed by placing on an annualized basis the taxable
income:

(A) for the first 3 months of the taxable year in the
case of the installment required to be paid in the 4th
month;

(B) for the first 3 months or for the first 5 months
of the taxable year in the case of the installment required
to be paid in the 6th month;

(C) for the first & months or for the first 8 months
of the taxable year in the case of the installment required
to be paid in the 9th month; and

(D) for the first % months or for the first 11 months
of the taxabhle year in the case of the installment reguired
to be paid in the l12th month of the taxable year.

(c) For purposes of subsection {1)(b){(iii), the
taxable income must be placed on an annualized basis by:

{i) multiplying by 12 the taxable income referred to
in subsection (1)(b)(iii); and

(ii) dividing the resulting amount by the number of
months in the taxable year (3, 5, 6., 8, 9, or 11, as the
case may be) referred to in subsection {(1)({b){iii).

{d) Notwithstanding subsections {1){a) through (l){c).,

the INTEREST penalty with respect to an underpayment of any

-18- SB 14
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installment may not be imposed if the total amount of ailil
payments of estimated tax made on or before the 1last date
prescribed for the payment of the installment equals or
exceeds B0% of the amount determined under subsection
(1) {e).

t{e) To determine the amount under this subsection (e}
for any installment:

{i) take the taxable income for all months during the
taxable year preceding the filing month;

{ii) divide the amount by the base period percentage
for all months during the taxable yvear preceding the filing
month;

{iii) determine the tax on the amount calculated under
subsection (l)(e){ii); and

{iv) multiply the tax computed under subsection
(1)(e}(iii) by the base period percentage for the filing
month and all months during the taxable year preceding the
filing month.

{f) For purposes of this subsection (1}:

{i) the base period percentage for any period of
months is the average percentage that the taxable income for
the corresponding months in each of the 3 preceding taxable
years bears to the taxable income of the 1 preceding years;

(ii} the term "filing month" means the month in which

the installment is required to be paid;
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(iii) this subsection (1) applies only if the base
period percentage for any b6 consecutive months of the
taxable year equals or exceeds 70%; and

{iv) the department of revenue may by rule provide for
the determination of the base period percentage in the case
of reorganizations, new corporations, and other similar
circumstances.

(2) 1I1f the tax for any corporation is not paid on or
before the due date of the return as provided in
15-31-111(2), there is assessed a penalty of 10% of the
amount of the tax due, unless it is shown that the failure
was due to reasconable cause and not to neglect.

{3) If any tax due under this section is not paid when
due, by reason of extension granted or otherwise, interest
is added to the tax due at the rate of 12% a year from the
due date until paid.

NEW SECTION. Section 8. University system capital
projects account -~—- use. (1} There is within the state
special revenue fund a university system capital projects
account.

(2) the account is comprised of:

(a) all money allocated to the fund under
15-1-5014¢63(7) AND (8); and

(b) all interest earned on the account, except the

amount appropriated by the legislature to service bonds

-20- SB 14
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issued under subsection (3).

{3) Interest earned on the account may only be
appropriated to service bonds issued for the purpose of
financing capital projects authorized by the legislature for
the Montana university systenm. However, money £from the
account may not be expended or obligated without:

{a) specific authorization of the project by the
legislature; and

{b) appropriation of funds by the legislature.

(4) For the purposes of this section, the term
"capital project” means a building or any infrastructure
necessary to support a building cor other infrastructure at
the university of Montana, Montana state university, eastern
Montana college, western Mantana college, ncorthern Montana
college, or Montana college of mineral science and
technology. The term does not include facilities
appurtenant to the commissioner of higher education or the
board of regents, unless the facilities are located on the
campus or én extension of the campus of one of the six units

specified in this subsection.

SECTION 9. SECTION 39-71-2504, MCA, IS AMENDED TO

READ:

*39-71-2504. (Temporary) Workers' compensation tax

account. (1) There is an a workers' compensation tax account

in the state special revenue fund. The account consists of:

—21- SB 14
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(a) Ai} all collections of the tax and, including
interest and penalties on the tax muse-be-deposited--in--the

aecount-and-are; and

{b}) 520 million allocated to the account under
15-1-501(6).

(2) All money in_ the tax account is statutorily

appropriated, as provided in 17-7-502, to the department to
be used to reduce the unfunded liability in the state Ffund.
(Terminates June 30, 199l1l--sec. 10, Ch. 664, L. 1987.)"

NEW SECTION. Section 10. saving clause. [This act]
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before

[the effective date of this act).

NEW SECTION. Section 11. cCodification instruction.
(1} [Section 4] is intended to be ccdified as an integral
part of Title 15, chapter 30, part 2, and the provisions cof
Title 15, chapter 30, part 2, apply to [section 4].

(2) [Section 7] 1is intended to be codified as an
integral part of Title 15, chapter 31, part &, and the
provisions of Title 15, chapter 31, part 5, apply to
[section 71%.

{3) [Secticon 8] is intended to be c¢odified as an
integral part of Title 17, and the provisions of Title 17
apply to [section 81.

NEW SECTION. Section 12. applicability. [This act]

-22- SB 14
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applies to taxable years beginning after December 31, 1989.

NEW SECTION., Section 13. Bffective date. [This act]
is effective on passage and approval.

-End-

-23- SB 14
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SENATE BILL NO. 14
INTRODUCED BY CRIPPEN, VAN VALKENBURG, HALLIGAN, VINCENT,
FARRELL, NORMAN, BLAYLOCK, MCLANE, B. BROWN, BRADLEY,

BOYLAN, SPRING, WALLIN, REAM

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR THE
QUARTERLY PAYMENT OF ESTIMATED TAX BY CERTAIN TAXPAYERS; TO
REQUIRE QUARTERLY ESTIMATED PAYMENTS BY ALL TAXPRYERS
SUBJECT TO CORPORATE LICENSE OR INCOME TAX WHQ HAVE ANNUAL
STATE TAX LIABILITIES IN EXCESS OF $5,000; TO PROVIDE FOR

INTEREST PENALTIES FOR UNDERPAYMENT; TO ALLOCATE $20 MILLION

TO THE WORKERS' COMPENSATION TAX ACCOUNT; TO CREATE A

UNIVERSITY SYSTEM CAPITAL PROJECTS FUND AND TO PROVIDE FOR
THE USE OF THE FUND; AMENDING SECTIONS 15-1-501, 15-30-241,

15-30-242, 15-31-101, ANB 15-31~502, AND 39-71-2504, MCA;

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN

APPLICABILITY DATE."

BE IT ENACTED RY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-1-501, MCA, is amended to read:
*15-1-501. Disposition of moneys from certain

designated license and other taxes. (1) The state treasurer

shall deposit to the credit of the state general fund all
moneys money received by him from the collection of:
{a) fees from driver's

licenses, motorcycle

@—m. Council
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endorsements, and duplicate driver's licenses as provided in
61-5-121;

(b) electrical energy producer's license " taxes under
chapter 51;

(c) severance taxes allocated to the general fund
under chapter 36;

(d}y liquor license taxes under Title 16;

(e) telephone [company] license taxes under chapter
53; and

{f) inheritance and estate taxes under Title 72,

chapter 16.

(2) MAti-moneys Except as provided in subsection (6)

AND (7)., all money received from the collecticn of income

taxes under chapter 30 of this title shait must be deposited
as follows:

{a) 58.2% to the credit of the state general fund;

(b} 10% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

{c) 31.8% to the credit of the state special revenue
fund for state equalization aid to the public schools of

Montana as described in 20-9-343,

{3) Ail-momeys Except as provided in 15-31-702 and

subseection--{6} SUBSECTIONS (8) AND (9) of this section, all

money received from the collection of corporation 1license

-2~ 5P 14
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and income taxes under chapter 31 of this titley-exeepe-as
proevided-in-15-31-7027-shatt must be deposited as follows:

(a) 64% to the credit of the state general fund;

{(b) 11% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408B;
and

() 25% to the credit of the state special revenue
fund for state equalization aid to the public schools of
Montana as described in 20-9-343,

(4) The state treasurer shall also deposit to the
credit of the state general fund all meneys money received
by him from the collection of license taxes, fees, and all
net revenues and receipts from all other sources under the
cperaticon of the Montana Alcoholic Beverage Code.

{5) After the distribution provided for in 15-36-112,
the remainder of the o0il severance tax collecticns sahat}
must be deposited in the general fund.

(6) FROM THE MONEY COLLECTED UNDER 15-30-242 AFTER

[THE EFFECTIVE DATE OF THIS ACT] FOR ESTIMATED TAX PAYMENTS

FOR THE TAXABLE PERIODS DESCRIBED IN SUBSECTION (7}, $20

MILLION IS ALLOCATED TO THE WORKERS' COMPENSATION TAX

ACCOUNT UNDER 33-71-2504.

t6}--{7)(a) One-gquarter--of--ak¥ AFTER THE ALLOCATION

PROVIDED BY SUBSECTION (6), THE REMAINING money collected

under 15-30-242(1) for the estimated tax payments due on
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April 15, %9897 1990, AND June 15, 158% 1950, September--315y

39897 --and--dJanuary--15;--3998; must be credited to the

university system capital projects account created in

[section B].

{b) ©One-guarter--of--a¥:+ AFTER THE ALLOCATION PROVIDED

BY SUBSECTION (6), THE REMAINING money collected under

15-30-242(3} for the estimated tax payments due 3 1/2

monthsy AND 5 1/2 monthsy-8-1/2-menthay-and-—12--172--months

after the beginning of a taxpayer's £first taxable year

beginning after [the effective date of this act] must be

credited to the university system capital projects account

created in [section 8].

(8) (A) BEGINNING JULY 1, 1989, AND ENDING JUNE 30,

1990, 16% OF ALL MONEY RECEIVED UNDER 15-31-502 FROM THE

COLLECTION OF CORPORATION LICENSE AND INCOME TAXES MUST BE

CREDITED TQ THE UNIVERSITY SYSTEM CAPITAL PFROJECTS ACCOUNT

CREATED IN [SECTION 8].

{B) BEGINNING JULY 1, 1990, AND ENDING JUNE 30, 1991,

28% QF ALL MONEY RECEIVED UNDER 15-31-502 FROM THE

COLLECTION OF CORPORATION LICENSE AND INCOME TAXES MUST BE

CREDITED TO THE UNIVERSITY SYSTEM CAPITAL PROJECTS ACCOUNT

CREATED IN [SECTION 8).

{9) CORPORATION LICENSE TAXES REMAINING AFTER THE

ALLOCATIONS PROVIDED BY SUBSECTION (8) ARE DISTRIBUTED AS

PROVIDED BY SUBSECTION (3]."
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Section 2. Section 15-30-241, MCA, is amended to read:
"15-30-241. Declaration and payment of estimated tax.
(1} Every individual except farmers, ranchers, or stockmen,

as defined in section 6654(i)(2) of the Internal Revenue

Code of 1986, as amended, shall, at the time prescribed in

subsection-t3y-of-this-section 15-30-242, make a declaration
of and pay his estimated tax for the taxable year if his net
income-from-scurces-other-than-wagesr-sataries;-bonuses;—-or
other--emoluments--can--reasonably--ba--expected-to-equak-or
exceed-his-net-income-from-wagesy-satartess-bonuses-or-other

emoluments; -which-are-snbject-to-withhotding estimated tax,

as calculated in subsection (2){a) of this section, is $400

or _more.
{2} f{a}) Ino the declaration required under subsection
{l) eof-—this--section, the individual-shaii-state estimated

tax must be one of the following:

tajy(i) the-szmount-which-he-estimates-as-the-amount--of
tax--under--15-36-183--for--the--taxabie--year; 100% of the

individual's Montana income tax from the prior year or, if

the individual is married and filing jointly, 100% of the

joint income tax liability: or

{ii) 90% of the individual's Montana income tax in the

current year.

(b) A taxpayer who estimates his tax under subsection

{2)(a)tii) shall:
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(i) annualize his taxable income for the current year;

(ii) calculate the tax using the tax rates provided in

15-30-10¢3; and
tby(iii) the---ameunt---which--he--estimates—-witi—-be
withheld-from-wages-paid-by-his-empioyer—if-said--individuai

ts-—an-empioyee; deduct all withholding and credits to which

he is entitled.
tey--the--exceas--of---the-—-amount—~—-estimated---undes
subsection-{2}tay-over-the-amount-eatimated-under-subsection
t2)tby7r-~which--excess-for-purposes-of-this-section-ashaii-be
considered-the-eatimated-tax-for-the-taxabie-years
td}--such-other-tnformation-as--may--be--preseribed-—-in
rules-promuligated-by-the-deparements
fﬂf--?he--deciaration—~required—unéer—subaectien—tif-cf
this-section-shall-be-fiied-with-the-department-on-or-befere
Aprit--i5--of--the--taxablie--year;—-except-——that---if—--the
requirements--of--subsectton--{iy--of-this-section-are-firae
mets
tay--after-Aprilt-i-and-before-October-i-of-the——taxabie
year;-the-declaration-shaii-be-fited-on-cr-before-Betober-15
of-the-taxabie-years
fhi—-aieee——-eetebef—-—i—-—ef—-the—~eaxsbie——year7--the
deciaration-shati-be-filed-on-orv-before-February-i15--of--the
seceeeding-taxabie-yearc:

t4)--An-individuai-may-make-amendments-of-a-deciaratian
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fited--during--tha-tarxabte-year-under-subsection-t33-of-this
section-under-rutes-preseribed-by-the-deparements
t5y--if7-on-or-before-Pebruary--15--of--the--sueceeding
taxabie--year;--the--taxpayer-fites-a-return-for-the-taxabie
year-for-which-the-dectaration-is-required-and-pays-in--£fnil
the--amount--computed--an--his-return-as-payabtes-then-ander
tules-prescribed-by-the-department:
tar--tf-the-deciaration-is-not--reguired--to--be--fited
during--ethe--taxabte--year-but-ts-required-to-be-fited-on-or
before-sueh-Pebruary-157-sueh-return-shaii-for-the--purposes
of-this-sectisn-be-considered-as-such-deciarations-and
tb}--1f-the-tax-shown-sn-the-return-¢s—greater-than-the
estimated-—tex--shown-in-a-deciaracien-previousty-made-er-in
the-last-amendments-—-thereof;--such--return--shali--for--the
purposes--of--this-seckt:on-be-considered-as-the-amendment-of
the-declaration-permitted-by-subsestion-t4i-of-this——secetien
to-be-fited-on-or-before-such-Pebruary-15+
{6)--The--department--shali--promuigate-rules-governing
reasonabie-extensions-of-time-for--filing--dectarattons--and
paying-the-estimated-tax-except-in-the-case-of-taxpayers-who
are--abroads-+and-ne-such-extension-shati-be-for-more-than-6
monthss
t#)--if--the--taxpayer--is--unabie-~to--make--his---own
declarationy;--the--decliaration--shaii--be--made--by—-a-—-daiy

authorized-agent-or-by~-the-guardian-or-other-person--charged
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with-the-care-of-the-person-or-property-of-such-taxpayers
t8y--Any--itndividuat-who-faris-to-fite-a-deciaration—of

estimared-tan-as-required-by-this-seckton-is-nok-subject--to

ehe-penatcies-sec-foreh-in-15-36~32%5

{3) Each individual required to declare his estimated

tax shall make four equal installments on the dates

prescribed in 15-30-242 if the estimated annual tax due, as

calculated in subsection (2)(a) of this section, is $400 or

more.

{4) During the taxable year, an individual may make

amendments to the declaration required under subsection (1)

if the amount of his estimated tax changes. The adjustment

must be reflected in his next required installment.

{5) If the taxpayer is unable to make his own

declaration, the declaration must be made by a duly

authorized agent or guardian of the taxpaver."

Section 3. Section 15-30-242, MCA, is amended to read:

"15-30-242. Insatallment payments of estimated tax --

penaity--—and interest PENALTY for underpayment of

installment. tiy-BEstimated-tax—-provided--for--in--15-38-241
shalti-be-patd-ns-follows:
tay-——if--the-dectaration-is-filted-on-er-before-Aprid-15
of~-the-taxable-year;-the-estimated-eax-shati-be-patd-in--two
equai--instatiments;--Fhe-first-instatiment-shali-be-paid-at

the-time-of-filing-of-the-dectaration-and-the-second-or-iast

-8~ SB 14



L= B )

~J

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

25

SB 0014/02

tnacatiment-shati-be-paid-on-Oetober-15-of-the-taxabte-years
tby-——if-the-deciaration-¢as—filted-after-Aprit-iS-and-note
after-October-iS5-af-ehe-eaxabie-year-and-is-net-required--by
15-30-241{33--to--be--filed--on--or--before--Aprii-i5-af-the
taxable-year;-the-estimated-tax-shati-be-patd-at-the-time-of
fiting-of-the-dectarations
tey--if-the-dectaracion-ts-fited-after--Becober--15-—-of
the--taxablie--year-and-its-noc-reguired-by-15-36-241{3)-to-be
fited-oen-or-before-October--15-—of -the--tarxabie--year;-—-the
¢atimated-tax-shati-be-paid-in-fuli-at-the-time-of-filing-of
the-dectarations
tdy—-¥£---the--dectaration--ta--fited-—after--the-—time
prescribed-tn-15-36-24t7-tnectuding-cases-where-extensions-of
time-have-been-grantedr-subsections——¢titby-—and--tiitecy--of
this--section-shati-not-appiy-and-there-shati-be-patd-at—the
time-af-such-£iting-ati-inseatiments-of-esrimared-tax-—-which
wenid--have--been--payabie--on--sr--before--such-time-if-the
deciaration-—had-been-fited-within--the--time--preseribed--in
$5-30-241{3}-and-the-remaining-instaiiments-shaii-bhe-patd-as+
the--times--at-—-which-and-in-the-ameunta-in-which-they-woutd
have-been-payabie-if-the-dectararion-nad-peen-ap-fileds
t2y--it-any-emendment-ot-a-deciaration-is--£fited--after
Aprii--i5--and--before--October--i5-of-the-taxabie-year;-the
remaining-inatatiment;-tf-any;-shati-be-ratabiy-increased-or

decreasedy-as-the-case-may-ber--te--refiect--the--respective
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inerease--ar-decrease-tn-the-gscimaced-tax-by-reason-of-such
amendment:-If-any-amendment-is-made-after-8ctober-15-0f--the
taxabie--yeary--any--increase-in-the-estimated-tax-by-reason
therecf-shall-be-pard-at-the-time-of-making-sech-—amendment:
t3y--At-the-stection-of-the-individuals-any-inastalimenc
of-——the--eatimated--tax——may——be--paitd--prior-—to--the--date
prescribed-fer-ita-payment~
t4y--Payment-of-the-estimated-tax--or-—any-—tnastaliment
therecf--shatt--be--conaidered-payment-on-account-of-the-tax
for-the-taxablie-year~
t53--Phe-appltication-cf-this-section-to--taxabie-~years
of--tess--¢than-12-mentha-shali-be~-as-prescribed-tn-the-runtes
premuigated-by-the-departments
+6)3--in-the-appiication-of-this--section--to--taxpayers
reporting--income—-on--a--fiscai-year--basisy-there-shaii-be
substituted-for—-the--dates--specified--therein--the--months
ecorresponding-theretos
£73--An-individuai-whe-faiis-to-pay-an-escimated-tax-as
required-py-this-section-its—not-subject-to-the-penateieas-setr
forth-in-15-36-32%<s

(1) For calendar year taxpayers, quarterly estimated

payments provided for in 15-30-241 are due on the following

dates of the taxable year:

1st installment April 15
2nd installment June 15
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3rd installment September 15

4th installment January 15

(2) At the election of the individual, any installment

of the estimated tax may be paid prior to the date

prescribed for its payment.

(3} For an individual whose taxable year begins on any

date other than January l, estimated tax payments are due

the following number of months after the beginning of his

taxable year:

lst installment

d 1/2 months
5 1/2 months

2nd installment

3rd installment 8 1,2 monthsg

4th installment 12 1/2 months

(4) This section does not apply to an individual with

a short taxable year or to a part-time resident.

(5) An individual who is required to pay an estimated

tax under_ 15-30-24]1 but fails to pay the tax is subject to a

penaity-of-1i16k-of-ehe-underpaymenty-but-not-iess-than-55-for

each-instaiimenty;-and AN interest PENALTY at the rate of 9%

20% a _year. To calculate thne amount of the underpayment and

the period of the time for THE interest PENALTY to be paid,

the provisions of section 6654(b)i{l) through (3) of the

Internal Revenue Code of 1986, as amended, apply.

{6) Except as provided in [section 4], the penatty-and

interest PENALTY for underpayment of estimated tax must be
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added to the tax due under 15-30-103."

NEW SECTION. Section 4. Exceptions to assessment of
penatty--and interest PENALTY —— interest for overpayment.
(1) A taxpayer is subject to the payment of penatey-and TEE
interest PENALTY provided in 15-30-242(53) only if the amcunt
of an installment paid, if any, is less than:

{a) 25% of 90% of the actual tax due; or

{b) 25% of 100% of the previous year's tax liability,
provided the tax is for a full tax year.

{2) (a) Pemaitty-or THE interest PENALTY may not be
imposed under 15-30-232(5} with respect to any underpayment
of estimated taxes for a newly retired or disabled person.
For the purposes of this subsection (2}(a). “newly retired”
or "newly disabled' person means a person who retired at 62
years of age ot older or who became disabled in the taxable
year for which estimated payments are reguired to be made or
in the taxable year preceding the current taxable year.

(b) Penatty-or THE interest PENALTY may not be imposed
under 15-30-242(5) with respect to any underpayment to the
extent the director of the department of revenue determines
that by reason of casualty, disaster, or other unusual
circumstance, the imposition of the payment of estimated
taxes would be contrary to equity and good conscience.

{3) Interest may not be paid for any overpayment of

estimated tax, except as provided in 15-30-145(4).

-12- sB 14



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

25

SB 0014/02

Section 5. section 15-31-101, MCA, is amended to read:

*15-31-101. Organizations subject to tax. (1) The term
"corporation" includes associatiens, joint-stogk companies,
common-law trusts and business trusts which do business in
an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

(2) The terms "engaged in business" and "doing
business" both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profit,

{3} Except as provided in 15-31-103 or 33-2-705(4) or
as may be otherwise specifically provided, every corporation
engaged in business in the state of Montana shall annually
pay to the state treasurer as a license fee for the
privilege of carrying on business in this state such
percentage or percentages of its total net income for the
preceding taxable year at the rate hereinafter set forth. In
the case of corporations having income from business
activity which 1is taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as

determined under part 3. 9®his Except as provided in

15-31-502, this tax is due and payable on the 15th day of

the 5th month following the close of the taxable year of the
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corporation; however, the tax becomes a lien as provided in
this chapter o¢n the last day of the taxable year in which
the income was earned and is for the privilege of carrying
on business in this state for the taxable year in which the
incomne was earned.

(4) Every bank organized under the laws of the atate
of Montana, of any other state, or of the United States and
every savings and loan association organized under the laws
of this state or of the United States is subject toc the
Montana corporation license tax provided for under this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public

Law 91-156, section 2 (12 U.S.C. 548)."
Section 6. section 15-31-502, MCA, is amended to read:

"15-31-502. Assessment and payment OFf taxy-penaityy

and-interest -- estimated tax payment. {1} All taxpayers
shall compute the amount of tax payable under this chapter
and shall remit suech the amount to the department of revenue
on or before the 15th day of the 5th month following the
close of the taxable period. ff-the-tax—is-not-paitd-on-or
before-the-due-datey-there-shati-be-assessed--a--penatey—-of
188--of--the--amount--of-the-tax-nnieas-it-is—shown-that—the
failure-was—due—te—reasenabke—cau:e—and-not«duewho——negiect7
if—ﬂanr--tnx-due-under'this-ehapter—ia-noe-paid—uhen—due;—by

reason-cf-extenaion-granted-or-otherwise;-interest-shati--be
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added-thereto-at-the-rate-of-i2%-per—annun-£frem-the-due-date
until-patds

{2} Each ccrporation shal] make estimated tax payments

if its annual estimated tax can reasonably be expected to be

$5,000 or more. The estimated payments must be made in

installments as follows:

{a) If the $5,000 The following percentages of

threshold is met or the estimated tax must be

exceeded: paid on the 15th day of the

applicable months;:

4th 6th 9th 12th

month month month month

Before the lst day of the

4th month of the taxable

N
L4
™~
-
N
u
”
5]
w
»

year:
After the last day of the

3rd month and before the

1st day of the 6th month of

the taxable year: 33 1/3% 33 1/3% 33 1/3%

After the last day of the

Sth month and before the

lst day of the 9th month of

the taxable year: 50% 50%

After the last day of the

8th month and before the
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12th meonth of the taxable
year: 100%

(b} If after paying any installment of estimated tax

the taxpayer makes a new estimate, the amount of each

installment, if any, is the amount that would have been paid

if the new estimate had been made when the firgt estimate

for the taxable year was made, increased or decreased, as

the case may be, by the amount computed by dividing:

(i) the difference between:

{A) the amount of estimated tax required to be paid

before the date on which the new estimate was made; and

{B) the amount of estimated tax that would have been

required to be paid before that date if the new estimate had

been made when the first estimate was made:

{ii) by the number of installments remaining to be paid

on or after the date on which the new estimate was made.

(3) The application of this section to taxable years

of less than 12 months must be in accordance with rules

adopted by the department.

{4) At the election of the corporation, any

installment of the estimated tax may be paid before the date

prescribed for its payment.®

NEW SECTION. Section 7. Estimated payments --

INTEREST PENALTY -- tax returns -- pepalties PENALTY ——

interest. (1) For corporations failing to make estimated
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payments according to the schedule provided in 15-31-502(2),
there is assessed a 20% per annum underpayment INTEREST
penalty calculated as follows:

{a) For purpeoses of this subsection (a), the amount of
underpayment is in excess of the amount of the instaliment
that would be reguired to be paid if the estimated tax were
equal to 80% of the tax shown on the return for the taxable
year or, if no return was filed, 80% of the tax for the year
over the amount, if any, of the installment paid on or
before the last date prescribed for payment.

(b) Notwithstanding the provisions of subsection
(1}{a), the INTEREST penalty with respect to an underpayment
of any installment may not be imposed if the total amount of
all payments of estimated tax made on or before the laat
date prescribed for the payment ¢f the installment equals or
exceeds the amount that would have been required to be paid
on or before that date if the estimated tax were the lesser
of the following:

(i) the tax shown on the return of the corporation for
the preceding taxable year if a return showing a liability
for tax was filed for the preceding taxable year and the
preceding year was a taxable year of 12 months;

{ii) an amount equal to the tax computed at the rates
applicable to the taxable year, but otherwise on the basis

of the facts shown on the return of the corporation for, and
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the law applicable to, the preceding taxable year; or

{iii) an amcunt equal to 80% of the tax for the taxable
year, computed by placing on an annualized basis the taxable
income:

(A} for the first 3 months of the taxable year in the
case of the installment reguired to be paid in the 4th
month;

(B) for the first 3 months or Eor the first 5 months
of the taxable year in the case of the installment required
to be paid in the 6th month;

(C} for the first 6 months or for the first B months
of the taxable year in the case of the installment required
to be paid in the 9th month; and

(D) for the first 9 months or Efor the first 11 months
of the taxable year in the case of the installment reguired
to be paid in the 12th month of the taxable year.

{c) For purposes of subsection {1} (b)y(iii), the
taxable income must be placed on an annualized basis by:

(i) multiplying by 12 the taxable income referred to
in subsection (l)(b)}(iii); and

(ii) dividing the resulting amount by the number of
months in the taxable year (3, S, .6, 8, 9, or 11, as the
case may be) referred to in subsection {1)(b)(iii).

(d) Rotwithstanding subsections {1)({a) through (1l){c}.

the INTEREST penalty with respect to an underpayment of any
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installment may not be imposed if the total amount of all
payments of estimated tax made cn or before the last date
prescribed for the payment of the installment equals or
exceeds 80% of the amount determined under subsection
tl)(e).

{e) To determine the amount under this subsection (e)
for any installment:

(i) take the taxable income for all months during the
taxable year preceding the filing month;

{ii) divide the amount by the base period percentage
for all months during the taxable year preceding the filing
month;

{iii) determine the tax on the amount calculated under
subsection (1l){e)(ii); and

{iv) myltiply the tax computed  under subsection
{1){e)(iii) by the base period percentage for the filing
month and all months during the taxable year preceding the
filing month.

{£) For purposes of this subsection (1}:

(i) the base period percentage for any period of
months is the average percentage that the taxable income for
the corresponding months in each of the 3 preceding taxable
years bears to the taxable income of the 3 preceding years;

{ii) the term "filing month" means the month in which

the installment is reguired to be paid:
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(iii) this subsection (1) applies only if the base
period percentage for any 6 consecutive months of the
taxable year equals or exceeds 70%; and

(iv) the department of revenue may by rule provide for
the determination of the base period percentage in the case
of reorganizations, new corperations, and other similar
circumstances.

{2) 1If the tax for any carporation is not paid on or
befare the due date of the return as provided in
15-31-111{2), there is assessed a penalty of 10% of the
amount of the tax due, unless it is shown that the failure
was due to reasonable cause and not to neglect.

{3) 1f any tax due under this section is not paid when
due, by reason of extension granted or otherwise, interest
is added to the tax due at the rate of 12% a year from the
due date until paid.

NEW SECTION. Section 8. University system capital
projects account -- wuse. (1) There is within the state
special revenue fund a university system capital projects
account,

{2) the account is comprised of;:

{a) all money allocated te the fund under
15-1-501¢63(7) AND (8); and

{b) all interest earned on the account, except the

amount appropriated by the 1legislature to service bonds
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issued under subsection (3}.

(3) 1Interest earned on the account may only be
appropriated to service bonds issued for the purpose of
financing capital projects authcorized by the legislature for
the Montana university system. However, money from the
account may not be expended or obligated without:

{a) specific authorization of the project by the
legislature; and

(b} appropriation of funds by the legislature.

(4) For the purposes of this section, the term
"capital project" means a building or any infrastructure
necessary to support a building or other infrastructure at
the university of Montana, Montana state university, eastern
Montana c¢ollege, western Montana college, northern Montana
college, or Montana college of mineral science and
technology. The term does not include facilities
appurtenant to the commissioner of higher education or the
board of regents, unless the facilities are located on the
campus or an extension of the campus of one of the six units

specified in this subsection.

SECTION 9. SECTION 39-71-2504, MCA, IS AMENDED TO

READ;
®39-71-2504. (Temporary) Workers' compensation tax

account. (1} There is an a workers' compensation tax account

in the state special revenue fund. The account consists of:
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(a) A%t all collections of the tax and, including
interest and penalties on the tax mueat-be-deposited--in-—the
acecount-and-are; and

(b) $20 million allocated to the account under
15-1-501(6).

{2) All money in the tax account is statutorily

appropriated, as prowvided in 17-7-502, to the department to
be used to reduce the unfunded liability in the state fund.
(Terminates June 30, 199i--sec. 10, Ch. 664, L. 1987.)"

NEW SECTION. Section 10. Saving clause. [This act}
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before

[the effective date of this actl.

NEW SECTION. Section 11. codification instruction.
(1) [section 4] is intended to be codified as an integral
part of Title 15, chapter 30, part 2, and the provisions of
Title 15, chapter 30, part 2, apply to [section 4].

(2) [Section 7] 1is intended to be codified as an
integral part of Title 15, chapter 31, part 5, and the
provisions of Title 15, chapter 31, part 5, apply to
[section 71.

(3) [Section 8] is intended to be codified as an
integral part of Title 17, and the provisions of Title 17
apply to [section 8].

NEW SECTION. Section 12. Applicability. [This act]
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1 applies to taxable years beginning after December 31, 19835.
2 NEW SECTION. Seaction 13. Effective date. [This act]
k] is effective on passage and approval.

~End-
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