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

LAWS RELATING TO THE TAXATION OF INCOME; 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 

PENALTIES FOR UNDERPAYMENT; TO PROVIDE A REFUNDABLE STATE 

INCOME TAX CREDIT FOR MALPRACTICE INSURANCE COSTS TO 

PHYSICIANS PROVIDING OBSTETRICAL OR 

OBSTETRICAL-GYNECOLOGICAL CARE IN MONTANA; TO CREATE A 

UNIVERSITY SYSTEM CAPITAL PROJECTS FUND AND TO PROVIDE FOR 

TBE 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 APPLICABILITY DATES." 

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 aeney~ money from certain 

designated license and other tazes. (l) 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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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) 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) Aii--moneys Except as provided in subsection (6), 

all money received from the collection of income taxes under 

chapter 30 of this title ~haii ~be deposited as fo1lows: 

(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 equa1ization aid to the public schools of 

Montana as described in 20-9-343. 

(3) A±i-moneya Except as provided in 15-31-702 and 

subsection l6) of this section, all money received from the 

collection of corporation license and income tazes under 

chapter 31 of this titleT-exeept-as-proYided-in-l5-3±-~9i7 
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shall 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 moneys money received 

by him from the collection of license taxes, fees, and all 

net revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(5) After the distribution provided for in 15-36-112, 

the remainder of the oil severance tax collections shall 

must be deposited in the general fund. 

(6) (a) One-quarter of all money collected under 

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

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

1990, must be credited to the university system capital 

projects account created in [section 8]. 

(b) One-quarter of all money collected 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 
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after [the effective date of this act] must be credited to 

the university system capital projects account created in 

[section 8].• 

Section 2. Section 15-30-241, MCA, is amended to read: 

"15-30-241. Declaration and payment of esti.ated tax 

procedure. (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-t3t-of-this-seetion 15-30-242, 

make a declaration of and pay his estimated tax for the 

taxable year if his net--~neome--frem-sources-ether-~han 

WS9es,-salaries,-bonuses7-or-ether-eaoluments-can-reasonabiy 

be-expected-to-equal-or-eKeeed-his-net--ineome--from--va~es, 

saiaries,--bonuses-or-ether-eme%uments7-whieh-are-sue;ect-~o 

withholding estimated tax, as calculated in subsection 

(2)(a) of this section, is $400 or more. 

(2) ~In the declaration required under subsection 

(1) of-this-seetion, the indiYiduai--shall--state 

tax must be one of the following: 

estimated 

tatl!l the--amount-whieh-he-estimates-as-the-amount-of 

taK-under-i5-38-i83--for--the--taKable--year; lOOl 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 
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current year. 

(b) A taxpayer who estimates his tax under subsection 

(2)(a)(ii) shall: 

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

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

15-30-103; and 

tbtli!ll the-ame~ne-which-he-estimaees-will-be-wiehheid 

£rom-wa~~~-~aid-by-his-empioy~~-t£--said--indtYid~a~--ie--an 

em~ieyee7 deduct all withholding and credits to which he is 

entitled. 

tet--tfte--exeees--e£---the---8mo~"~---es~imated---~nder 

s~bseetion-t~ttat-ove~-the-emoun~-es~iMated-unde~-subseetion 

tittbt,--whieh--egcess-for-purpeses-o£-ehis-seceion-shaii-be 

eonstd~red-th@-estimated-tax-for-the-taxab%e-yeart 

tdt--such-other-~nfermation-as--may--be--prescribed--in 

rules-promulgated-by-the-department• 

t3t--~he--declaration--required-undcr-subseetion-tlt-ef 

this-section-sha±±-be-Eiled-with-ehe-department-on-or-before 

Apri1--15--o£--ehe--taxable--year,--except---that---i£---the 

~eq~iremen~s--ef--a~bseet~eft--tlt--or-~h±s-sect~en-are-rirst 

met~ 

tat--after-Aprii-i-and-before-eetober-1-of-the--taxable 

year 7 -the-deelaratien-shai1-be-fiied-en-or-be£ore-9etober-l5 

e£-the-ta~abie-year~ 

tbt--after---eetober---%---e£--the--eaxabie--year7--ehe 
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dee1aratien-sha1i-be-filed-on-or-before-~ebruary-15--e£--the 

sHceeedin~-taMable-year~ 

t•t--An-individaal-may-ma~e-amend~ents-ef-a-deciaration 

£i1ed--d~ring--the-taxab±e-year-under-subsection-t3t-o£-ehis 

sectien-~nder-rales-~reseribed-by-the-departmento 

tSt--f£7-on-or-before-~ebruary--15--o£--the--s~eeeeding 

taxable--yearr--the--taxpayer-files-a-retttrn-!er-the-~axabie 

year-£er-whieh-the-deelaration-is-required-and-pays-in--£ul% 

the--ameunt--eompttted--en--h±s-return-as-payabiey-then-under 

rules-prescribed-by-the-department~ 

tat--i£-the-deelaration-is-net--reqaired--to--be--filed 

darin~--the--taxable--year-but-is-reqaired-te-be-fiied-on-or 

beEore-s~eh-Pebraary-%5T-s~eh-re~arn-shaii-!o~-~he--p~~pes~s 

o£-~his-sec~ion-be-eonsidered-as-saeh-deelaration•-ane 

tbt--if-the-tax-shewn-on-the-return-is-greater-than-ehe 

estimated--~ax--shovn-in-a-deeiara~ien-prevtousiy-made-er-in 

the-%ast-amendments--thereo£7--saeh--return--sha%i--fer--~he 

parpeses--ef--~his-seetioft-be-eensiaered-as-the-amendment-e£ 

the-declaraeion-perm~eted-by-subsect~on-t4t-o£-this--seet~on 

to-be-£i1ed-on-or-berore-sueh-~ebr~ary-%5. 

t6t--~he--deparement--sha%1--promulgaee-ru1es-go•erning 

reasonable-extensiens-e£-time-£or--£iiin~--dee%arations--an~ 

paying-the-estimated-eax-exeept-in-ehe-case-o£-eaKpayers-who 

are--abroadT--and-no-s~eh-extensien-shaii-be-£or-more-than-6 

months. 
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t~t--ff--the--taxpayer--~s--~nsble--to--make--his---ovn 

deeiaraeiony--tfte--d~e~ara~ien--shal%--be--made--by--a--d~~y 

a~thorized-agene-er-by-efte-guardian-or-other-person--eha~ged 

vith-the-eare-ef-ehe-person-or-property-o£-sueh-taxpayere 

t8t--Any--indi¥id~a%-who-£a±ls-to-£±le-a-dec%aration-o£ 

estimated-taM-a~-req~ired-by-this-section-is-not-sHb;eet--to 

the-penaities-set-forth-in-%5-39-3i%~ 

(3) An individual required to declare his estimated 

tax shall make four egual 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. 

(41 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 taxpayera" 

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

•15-30-242. Install~nt payments of estimated tax 

penalty and interest for underpayment of installment. tit 

BstiMated-tax-prey~ded-!er-in-%S-39-i4%--sha%%--be--paid--as 

fe!levs~ 

tat--ff--the-deciaration-is-£iied-on-or-be~ore-Aprii-i5 
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ef-tne-taxsble-year7-the-estimated-tsx-sha%%-be-paid-ift--two 

equel--ins~a%%ments.--~he-£irst-iftetalimen~-sha%i-be-~aid-at 

the-time-of-fiiin~-o£-the-deciaratien-and-the-seeond-or-%aet 

iftstallment-shaii-be-paid-en-ectober-%5-ef-the-tsxsble-year~ 

tbt--%£-the-deelsrat~on-is-filed-after-Apri%-%5-and-not 

after-eeteber-%5-of-the-taxable-year-and-is-net-required--by 

%5-39-i4lt3t--ta--be--£i%ed--on--or--be£ore--Apri%-i5-ef-the 

taxab!e-yeary-the-estimated-tax-shsl%-be-paid-at-the-time-e£ 

filing-e£-the-deeiarstien~ 

tet--tf-the-deeiaratien-is-fiied-after--eetober--%5--e£ 

the--taxable--year-and-is-net-required-by-%5-39-it%t3t-to-be 

£iied-on-or-before-eetober--%5--ef--the--taxable--year7 --the 

est~mated-tsx-sha%%-be-paid-in-£~i%-at-the-time-o£-£i±ing-of 

the-deeiarationo 

tdt--%£---the--dec%aratien--is--fiied--a£ter--the--time 

preseribed-in-i5-38-i4l7-ineittding-eases-where-ex~ens~ofts-ef 

time-have-been-granted7-subseetions--t±ttbt--and--tlttet--e£ 

this--seetion-shal%-not-appiy-anc-there-shall-be-paid-at-~he 

~~me-of-sueh-fiiin4-a%%-inataliments-e£-estiaa~ed-tax--wh%eh 

we~~d--have--beeft--payab~e--on--er--befere--s~en-time-if-the 

dee!arat~eft-fted-be~-f*ied-v~ehin--the--time--p~eseribed--i" 

%~-36-i4%t3t-and-the-remain~n~-instai%ments-shal%-be-paid-at 

the--t~aes--at--vhieh-and-in-ehe-eme•nts-in-whieh-they-wo~r~ 

haye-been-payabie-~f-the-deeiaration-had-been-so-filed~ 

t~t--ff-any-amendment-e£-a-deelaratien-is--fiied--sfter 
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Apr±±--±5--and--before--eetober--!5-of-the-ta~ahle-yearT-the 

remainin9-instailme~~T-i£-a~y7-~~a%~-be-ra~abiy-increaaed-~r 

OeereasedT-ftS-~he-ease-may-be,--te--reflect--the--respeetive 

+nerease--er-deerease-ift-the-estimated-tax-by-reason-of-sueh 

amendmen~.-rr-any-amendmen~-is-made-after-eetober-%5-of--the 

~axable--yeary--any--increase-in-the-estimated-tax-by-reason 

thereo£-shall-be-paid-at-the-time-o£-maKin~-s~eh--amendment. 

t3t--At-the-eieetion-e£-the-individ~alT-any-installment 

of--the--estimated--tax--may--be--paid--prior--to--the--date 

preseribed-for-its-payment7 

t4t--Payment-o£-the-estimated-ta~--er--any--installm~~~ 

thereo£--shaii--b~--eofteide~ed-peym~ft~-on-aeeo~n~-e£-~fte-~ax 

£or-the-~axabie-year. 

tSt--~he-appliea~ion-o£-thie-eeetioft-to--taxabie--years 

of--±ess--thsn-±i-months-shaii-be-es-preser±bed-%n-the-rales 

promalgated-by-the-department7 

t6t--In-~he-a~p%ieatie~-of-thi~--~eetioft--to--~axpayers 

reporting--ineome--on--a--fiseal-year--besis,-~here-shall-be 

s~bst%tatee-for--the--dates--spee±£%ed--there%n--the--months 

eorresponding-thereto. 

tTt--An-ind%v±daai-who-fa±ls-to-pay-an-est%mated-ta~-as 

reqa%ree-by-th%s-seet±on-%s-not-sab;eet-to-the-pena±t±es-set 

£orth-±n-±5-38-3il• 

(1) For calendar year taxpayers, quarterly estimated 

payments provided for in 15-30-241 are due on the following 
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dates of the taxable year: 

lst installment April 15 

2nd installment June 15 

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 a 

date other than January 1, estimated tax payments are due 

the following number of months after the beginning of his 

taxable year: 

1st installment 3 1[2 months 

2nd installment 5 1[2 months 

3rd installment 8 1[2 months 

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

penalty of 101 of the underpayment, but not less than $5 for 

each installment, and interest at the rate of 9\ a year. To 

calculate the amount of the underpayment and the period of 

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

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

-10-
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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." 

NEW SECTION. Section 4. Exceptions to assessment of 

pena1ty and interest -- no interest for overpayment. {1) A 

taxpayer is subject to the payment of penalty and interest 

provided in 15-30-242(5) 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) 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 newly 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) Penalty or interest 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 
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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: 

RlS-31-101. Organizations subject to taz. (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 11 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 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 

-12-
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determined under part 3. ~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 

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 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. Assessaent and payment of taxy--peftal~yy 

and--ift~ereet: estimated tax payment. ill All taxpayers 

shall compute the amount of tax payable under this chapter 

and shall remit s~eft the amount to the department of revenue 

on or before the 15th day of the 5th month following the 

close of the taxable period. f£-the-~a~-is-fto~-psid--oft--or 

before--the--d~e--dstey-there-shall-be-sssessed-a-peftalty-o£ 

18%-of-the-amodn~-of-~he-~ax-ttniess-it--is--shown--that:--the 
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£a~%dre--was-d~e-to-reasonabie-eadse-and-not-dae-to-ne~lec~. 

tf-afty-~a~-due-uftder-~his-ehapter-is-ftot-paid-wheft--d~ey--by 

reason--o£-eKtension-granted-or-otherw~ser-intere8t-shail-be 

added-therete-at-the-rate-or-l~t-per-annam-!rom-the-dae-date 

uftti±-paid~ 

(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 

threshold is met or 

exceeded: 

Before the 1st day of the 

4th month of the taxable 

year: 

After the last day of the 

3rd month and before the 

1st day of the 6th month of 

the taxable year: 

After the last day of the 

5th month and before the 

lst day of the 9th month of 

The following percentages of 

the estimated tax must be 

paid on the 15th day of the 

applicable months: 

4th 6th 

month month 

25\ 25\ 

9th 

month 

25\ 

12th 

month 

25\ 

33 1/3\ 33 1/3\ 33 1/3\ 
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50\ 

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 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 

pres.cr ibed for its payment. ll 
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NEW SECTION. Section 7. Estimated payaents ta>< 

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 

underpayment penalty calculated as follows: 

(a) This section does not apply unless the amount of 

underpayment is in excess of the amount of the installment 

that would be required to be paid if the estimated tax was 

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 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 amount that would have been required to be paid 

on or before that date if the estimated tax was the least 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 

precedin9 year was a taxable year of 12 months: 

(ii) an amount equal to the tax computed at the rates 
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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 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 6 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 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)(b)(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, 5, 6, 8, 9, or 11, as the 

case may be) referred to in subsection (1)(b)(iii). 
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(d) Notwithstanding subsections (l)(a) through (l)(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 

prescribed for the payment of the installment equals or 

exceeds 80% of the amount determined under subsection 

(l)(e). 

{e) Determine the amount under this subsection (e) for 

any installment by: 

(i) taking the taxable income for all months during 

the taxable year preceding the filing month; 

(ii) dividing the amount by the base period percentage 

for all months during the taxable year preceding the filing 

month; 

(iii) determining the tax on the amount calculated 

under subsection (l)(e)(ii); and 

(iv) multiplying the tax computed under subsection 

(l)(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 3 taxable preceding 
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years; 

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

the installment is required to be paid; 

(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 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 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) 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. 

projects account 

Section 8. University 

use. (1) There 

syst- capital 

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 15-1-501(6); 
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and 

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

amount appropriated by the legislature to service bonds 

issued for purposes authorized under subsection (3). 

(3) Interest earned on the account may be appropriated 

only 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 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 college, western Montana college, northern Montana 

college, or 

technology. 

Montana 

The term 

college 

does 

of 

not 

mineral 

include 

science and 

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 9. Credit for malpractice 

insurance costs allowed physicians providing obstetrical or 
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obstetrical-gynecological care. (l) There is allowed a 

credit against income tax liability for a physician licensed 

to practice medicine in this state and who provides 

obstetrical or obstetrical-gynecological services in this 

state. The credit is allowed for a percentage of the amount 

paid for medical malpractice insurance by a physician 

providing obstetrical or obstetrical-gynecological services, 

subject to the following provisions: 

(a) For a physician who provides obstetrical or 

obstetrical-gynecological services in a metropolitan 

statistical area, as designated by the U. S. office of 

management and budget, the amount of the credit allowed is 

25\ of the amount paid for malpractice insurance associated 

with the provision of obstetrical or 

obstetrical-gynecological services. 

(b) For a physician who provides obstetrical or 

obstetrical-gynecological services outside a metropolitan 

statistical area and in a city with a population between 

10,000 and 49,999, the amount of the credit allowed is 35\ 

of the amount paid for malpractice insurance associated with 

the provision of obstetrical or obstetrical-gynecological 

services. 

(c) For a physician who provides obstetrical or 

obstetrical-gynecological services outside a metropolitan 

statistical area and in a city or community with a 
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population of less than 10,000, the amount of the credit 

allowed is 50\ of the amount paid for malpractice insurance 

associated with the provision of obstetrical or 

obstetrical-gynecological services. 

(2) If the amount of 

subsection (l)(a) or (l)(b) 

the credit provided for in 

exceeds the physician•s 

individual income tax liability under this chapter, the 

amount of the excess must be refunded to the physician. The 

credit may be claimed even though the physician has no 

income taxable under this chapter~ 

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. 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) 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 7]. 

(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]. 
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l (4) [Section 9] is intended to be codified as an 

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

3 Title 15, chapter 30, apply to [section 9]. 

4 NEW SECTION. Section 12. Applicability. (1) Except as 

5 provided in subsection (2), (this act] applies to taxable 

6 years beginning after December 31, 1989. 

7 (2) (S~ction 9] applies retroactively, within the 

8 meaning of 1-2-109, to taxable years beginning after 

9 December 31, 1988. 

10 NEW SECTION. Section 13. Effective date. [This act] 

11 is effective on passage and approval. 

-End-
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In compliance with a written request, there is hereby submitted a Fiscal Note for SB21 as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act to generally revise the laws relating to the taxation of income; 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 provide a refundable state income tax credit for malpractice insurance costs to physicians 
providing obstetrical or obstetrical-gynecological care in Montana; 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 80% 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 

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 Statewide Budgeting & 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 90% of their total liabilities in estimated payments. 
10. The proposed penalty provisions are sufficient to enforce 100% taxpayer complianc~with the provisions of this 

b' 

DATE 
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S6 til 



Fiscal Note Request SB21 as introduced 
Form BD-15 
Page 2 

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 25% paid in June, less 7.78% 
already being paid under current law.) 

12. 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% in FY90 and FY9l.(HJR13) 
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. Workload 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 of tax receipts. 

16. It is estimated the income tax credit for malpractice insurance costs to physicians providing obstetrical or 
obstetrical-gynecological care in Montana would total $1,500,000 each fiscal year. 

FISCAL IMPACT: 

Note: This bill is identical to SB14, with the exception of the provisions for allowing an individual income tax 
credit for malpractice insurance for OBGYN doctors. To facilitate comparison, the revenue and funding impacts for 
this additional proposal are show below. The combined effect is shown in the following set of tables. 

Revenue Impact: CREDIT FOR MALPRACTICE INSURANCE 
FY90 

Current Law Proposed Law 
Individual 

Income Tax $256,617,000 $255,117,000 

Fund Information: 
General Fund $149,351,094 $148,478,094 
Foundation Program 81,604,206 81,127,206 
Debt Service 25 1 661 1 700 25! 511! 700 

Total $256,617,000 $255,117,000 

Revenue Impact: COMBINED 
FY90 

Current Law Proposed Law 
Corporation Tax $ 51,044,000 $ 59,272,293 
Individual 

Income Tax 256.617!000 282 1 470 1 000 
Total $307,661,000 $341,748,293 

Difference 

($1,500,000) 

($873,000) 
( 4 77,000) 
(150 1 000) 

($1,500,000) 

Difference 
$ 8,228,293 

25 1 859 1 000 
$34,087,293 

Current Law 

$274,732,000 

$159,894,024 
87,364,776 
27 1 473 1 200 

$274,732,000 

Current Law 
$ 51,474,000 

274,732,000 
$326,206,000 

FY91 
Proposed Law 

$273,232,000 

$159,021,024 
86,887,776 
27,323,200 

$273,232,000 

FY91 
Proposed Law 
$ 65,891,867 

274,570,000 
$340,461,867 

Difference 

($1,500,000) 

($873,000) 
(477 ,000) 
(150!000) 

($1,500,000) 

Difference 
$14,417,867 

(162 1 000) 
$14,275,867 

,~1/l ..... . ? .. l 
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Corporation Tax note: additional interest earned due to 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 FY90, and $361,882 in FY91. 

Fund Information: 
FY90 

Current Law ProEosed Law 
General Fund $179,283,067 $191,371,166 
Foundation Program 93,296,383 105,037,840 
Debt Service 30,806,258 32,873,992 
Local Governments 4,275,292 4,964,469 
Univ. Capital Proj. 0 715001825 

Total $307,661,000 $341,748,293 

ExEenditure ImEact: 
FY90 

Current Law ProEosed Law 
Personal Services $ 0 $ 87,681 
Operating Expense 0 44,900 
Capital Outlay 0 231656 

Total $ 0 $ 156,237 

Difference 
$12,088,099 

11,741,458 
2,067,734 

689,177 
715001825 

$34,087,293 

Difference 
$ 87,681 

44,900 
231656 

$ 156,237 

Current Law 
$190,059,073 

99,147,998 
32,657,818 
4,341,111 

0 
$326,206,000 

Current Law 
$ 0 

0 
0 

$ 0 

FY91 
Proposed Law 
$185,881,965 

102,091,214 
31,929,981 
5,557,056 

15,0011651 
$340,461,867 

FY91 
ProEosed Law 

$ 87,937 
31,500 

0 
$ 119,437 

Difference 
($4, 177 ,108) 

2,943,215 
(727 ,837) 

1,215,945 
151001,651 

$14,255,867 

Difference 
$ 87,937 

31,500 
0 

$ 119,437 

SfJ J.l 




