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INTRODUCED 
/1 t 
uL;; 

A BILL 

-~/7-/ --

ENTITLED: "AN ACT~ACING MONTANA'S 

INDIVIDUAL INCOME TAX WITH A TAX BASED ON A PERCENTAG8 OF 

FEDERAL TAXABLE INCOME; AMENDING SECTIONS 7-14-1133, 

7-34-2416, 13-37-218, 13-37-303, 15-6-201, 15-30-101, 

15-30-162, 15-30-241, 15-30-303, 15-30-323, 15-31-114' 

15-31-202, 

15-32-402, 

19-5-704, 

15-32-102, 

15-32-405, 

19-6-705, 

15-32-104, 15-32-106, 15-32-303, 

15-33-106, 19-3-105, 19-4-706, 

19-7-705, 19-21-212' 53-6-lll' 

67-ll-303, 90-4-503, AND 90-8-104, MCA; REPEALING SECTIONS 

15-30-103' 15-30-108, 15-30-110 THROUGH 

15-30-117' 

15-30-126, 

15-30-105, 

15-30-121 THROUGH 15-30-123, 15-30-125, 

15-30-131, 15-30-132, 15-30-135 THROUGH 

15-30-137, 15-30-142, 15-30-143, 15-30-156, 15-30-157, 

15-32-109, 15-32-201 THROUGH 15-32-203, 19-9-1005, AND 

19-13-1003, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE 

AND A RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 7-14-1133, MCA, is amended to read: 

"7-14-1133. Bonds and obligations. (1) Except for 

providing financial support to a private development 

organization, including a corporation organized under Title 
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32, chapter 4, whose purpose is to advance the economic 

development of its jurisdiction and of the state and its 

citizens, an authority may borrow money for any of its 

corporate purposes and iss~e bonds therefor, including 

refunding bonds, in such form and upon such terms as it 

determines, payable out of any revenues of the authority, 

including revenues derived from: 

{a) any port or tcansportation and storage facility; 

(b) taxes levied pursuant to 7-14-1131 or 67-10-402; 

(c) grants or cor.t:r ibutions from the federal 

government; or 

(d) other sources. 

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

authority, without an election and without any limitation of 

amount, except that no bonds may be issued at any time if 

the total amount of principal and interest to become due in 

any year on such bonds and on any then outstanding bonds for 

which revenues from the same source are pledged exceeds the 

amount of such revenues to be received in that year, as 

estimated in the resolution authorizing the issuance of the 

bonds. The authority shall take all action necessary and 

possible to impose, maintain, and collect rates, charges, 

rentals, and taxes, if any are pledged, sufficient to make 

the revenues fro~ the pledged source in such year at least 

equal to the amount of principal and interest due in that 

-2- INTRODUCED BILL 
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year. 

(3) The bonds may be sold at public or private sale 

and may bear interest as provided in 17-5-102. Except as 

otherwise provided in this part, any bonds issued pursuant 

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

and interest solely from revenues of the authority and shall 

state on their face the applicable limitations or 

restrictions regarding the source from which such principal 

and interest are payable. 

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

municipality 

declared to 

pursuant to 

be issued 

the provisions of this part are 

for an essential public and 

governmental purpose by a political subdivisionL within the 

meaning of %S-38-%%%t2ttat [section 7(2)(c)]. 

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

county, or municipality may by resolution make and enter 

into any covenant, agreement, or indenture and may exercise 

any additional powers authorized to be exercised by a 

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

sums required from time to time to pay principal and 

21 interest and to create and maintain a reserve for the bonds 

22 

23 

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

prior to the payment of current costs of operation and 

24 maintenance of the facilities. 

25 (6) Nothing in this section or 7-14-1134 may be 
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construed to limit the use of port authority revenues, 

including federal and state money as described in 7-14-1136, 

to make grants and loans or to otherwise provide financial 

and othe~ support to private development organizations, 

including corporations organized under the provisions of the 

development corporation act in Title 32, chapter 4. Under no 

circumstances may the credit of the state, county, or 

municipal governments or their agencies or authorities be 

pledged to provide financial support to such development 

organizations. 11 

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

"7-34-2416. Tax-e~empt status of bonds. Bonds issued 

by a county pursuant to the provisions of 7-34-2411 through 

7-34-2418 are declared to be issued for an essential public 

and governmental purpose by a political subdivision~ within 

the meaning of t5-39-%llt?ttat [section 7(2)(C)]." 

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

"13-37-218. Limitations on receipts from political 

committees. ill A candidate for the state senate may receive 

no more than $1,000 in total combined monetary contributions 

from all political committees contributing to his campaign, 

and a candidate for the state house of representatives may 

receive no more than $600 in total combined monetary 

24 contributions from all political committees contributing to 

25 his campaign. The ~ore90~"~ limitations shell contained in 
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this section must be multiplied by the inflation factor a~ 

defined-~n-X5-39-X9lt8t in subsection_lll for the year in 

which general elections are held~ after--%98~;--the The 

resulting figure ~ka~r must be rounded off to the nearest 

$50 increment. The commissioner of political practices shall 

publish the revised limitations as a rule. In-Kind 

contrib~tions may not be included in ee~ptltin9--the~~ the 

limitation total~. The limitation provided in this section 

does not apply to contributions made by a political pa~ty 

eligible for a primary election under 13-10-601. 

( 2} For _purposes of this section, "inflation factor" 

means a number determined by dividing the consumer price 

index for June of the election year by the consumer price 

index for June 1980.'' 

Section 4. Section 13-37-303, MCA, is amended to read: 

ftlJ-37-3034 Donation by taxpayer. (l) An individual 

whose withheld income tax or payment of estimated tax 

exceeds by more than $1 his income tax liability for the 

taxable year may donate $1 to be paid to the fund. In the 

case of a joint recurn,--as--p~ovided--in--%5-36-~4~, of a 

husband and wife having an income tax overpayment as defined 

in 15-30-149 of $2 or more, each spouse may donate Sl to be 

paid to the fund. 

{2) An individual with an unpaid tax liability ~ay at 

the time of payment donate an extra $1 to be paid ~o the 
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fund. 

(3) The departme~t shall provide a place on the face 

of the blank :~r~ cE return, provided for 1n 15-30-144, 

where an individ~a: ~ay make the donations provided for in 

subsections (1) a~d (2). The form shall adequately explain 

the individual's option to donate $1 to the fund.'' 

Section 5. Section 15-6-201, MCA, is amended to read: 

•15-6-201. Exempt categories. ( 1) The following 

catego~ies of property are exempt from taxation: 

(a) the p:2perty of: 

(i) the Cn~ted States, the state, counties, cities, 

towns, school districts, except, if congress passes 

legislation that a~lows the state to tax property owned by 

an agency crea~ed by congress to transmit or distribute 

electrical er.e~gy, tr.e property constructed, owned, or 

operated by a public age~cy created by the congress to 

transmit or dis:~:bute electric energy produced at privately 

owned generati~g £acilities (~ot including rural electric 

cooperatives); 

{ii) irriga~ion districts organized under the laws of 

Montana and not operacino for profit; 

{iii) municipal corporations; and 

(iv) public ~ibraries; 

(b) buildings, w1tn land they occupy and furnishings 

therein, ownej ny a ct.urch and used fat actual religious 
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worship or for residences of the clergy, together with 

adjacent land reasonably necessary for conve~ient use of the 

buildings; 

(c) property used exclusively for agricultural and 

horticultural societies, for educational purposes, and for 

nonpr0fit health care facili~ies, as def~~ed ~n 50-5-101, 

licensed by the department of health and environmental 

sc:ences and organized under Title 35, chapter 2 or 3. A 

health care facility that is not lice~sed by the department 

of health and environmental sciences and organized under 

Title 35, chapter 2 or 3, is not exempt. 

(d) property that meets the following ccnditions: 

(i) is owned and held by any association or 

corporation organized under Title 35, chapter 2, 3, 20, or 

21; 

(ii) is devoted exclusively to use in connection with a 

cemetery or cemeteries for which a per~a~ent care and 

improvemer.t fund has been established as provided for in 

Tit:e 35, ctapter 20, part 3; and 

(iii) is not maintained and operated for private or 

corporate profit; 

(e) institutions of purely public charityi 

(f) evidence of debt secured by mortgages of record 

upon real or personal property in the state uf Montana; 

(g) public art galleries and public observatories not 
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used or held fc~ private or corporate profit; 

(h) a:l household goods and furniture, i~cluding bu~ 

not limited to clocks, musical instruments, sew~~S machines, 

and wearing apparel of members of the family, used by the 

owner for ~erso~al and domestic purposes or f~~ furnish1ng 

or equippi~g :he family residence; 

(i) a tr~cK canopy cover or topper weighins less tha~ 

300 po'...:.nds and having no accorrunodations at:::ached. Th'._s 

property is also exe~pt from taxation under 61-3-504(2) a~d 

61-3-537. 

(j) a bicycle, as defined in 61-1-123, used by :::te 

owner for pe~sonal transportation purposes; 

(k) rno~or horees, travel trailers, and cam~ers; 

(l) all watercraft; 

(m) la~d, fixtures, buildings, and improve~ents ow~ed 

by a cooperative association or nonprofit corporatio~ 

organized to furnish potable water to its members or 

customers for uses other than the irrigation of agricultural 

land; 

(n) the right of entry that is a property righ::: 

reserved in land or received by mesne conveyance (exclusive 

of leasehold interests), devise, or succession to enter land 

whose surface title is held by another to explore, prospect, 

or dig fur v~l, gas, codl, or minerals; 

(o) pr0perty owned and used by a co:poration 
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association organized and operated exclusively for the care 

of the developmentally disabled, mentally ill, or 

vocationally handicapped as defined 10 18-5-101, which is 

not operated for gain or profit; 

{p) all farm buildings with a market value of less 

than $500 and all agricultu~al implements and machinery with 

a ~drket value of less than $100; 

{q) property owned by a nonprofit corporation 

organized to provide facilities primarily for train~ng and 

practice for or competition in inte~national sports and 

a~hletic events and not held or used for private or 

corporate gain or profit. For purposes of this subsection 

(q), ''nonprofit corporation'' mea~s an organization exempt 

from taxation under section 50l(c} of the Internal Revenue 

Code and incorporated and admitted under the Montana 

Nonprofit Corporation Act. 

(r) provided the tools are owned by the taxpayer, the 

first $15,000 or less of market value of tools that are 

customarily hand-held and that are used to: 

(i} construct, repair, and maintain improvements to 

real property; or 

{ii) repair and maintain machinery, equipment, 

appliances, or other personal property; 

(s) harness, saddlery, and other tack equipment; and 

{t) a title plant owned by a title insurer or a title 
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agent, as those terms are defined in 33-25-105. 

{2) (a) The term ''institutions of purely pc:b1ic 

charity" includes organizations owning and operdt~n0 

facilities for the care of the retired or aged 0( 

chro~ically ill, which are not operated for qain or profit. 

(b) The terms ''public art galleries'' and ''public 

observatories'' include only those art galleries a~d 

observatories, whether of public or private ownership, that 

are ope~ to the public without charge at all reasonable 

hours and are used for the purpose of education only. 

t~t--~he-following-port~~n~-of-the-·appre±~ed-~~±tle -et-a 

eapitaZ--±~~e~tment--made--a£ter--aan~ary--~,--l919,--±n---~ 

reeogn±~ed--~onEo~~ii--fo~m-o£-energy-ge~eretion,-a~-defi~ed 

±n-~S-3~-i9~,-are-exempt-£rom-taxat~on-£or-a--~er±od--of--~9 

yeer~-fo±±owing-±~~te±±etion-of-the-property~ 

tat--$iB 7 eee-in-tne-ea~e-of-a-~ingle-rami~y-re~±dent±a~ 

dwe±±±ng; 

tbt--~±99t999--±n-the-ea~e-of-a-m~±~ifam~Zy-re~±denti~t 

dweliing-or-e-nonre~±dent±ai-~tr~ettlre~·· 

Section 6. Section 15-30-101, MCA, is amended to read: 

'"15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

followi~g definitions apply: 

t~t--uB~~e-yeer-~tr~~tu~ell-me~~~-t~e-fet~owing-ete~e~t~ 

of-tne-ine~~e-te~-~trttettlre~ 

-10-
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tat--the-tax-brae~et~--~~te~ii~hed--i~--~5-39-%63;--bat 

~nadj~sted-by-s~h~eetien-t2t-ef-TS-39-~93;-±~-e££eet-on-Jane 

39-o£-the-taxeble-year; 

tot--the---exem~tio~~---eent~~ned---±n--%5-39-i%%;--bttt 

H~ed;H~t~d-by-~Hb~~etie~~--t~t--e~d--t8t--of--%5-3S-%%r,--±n 

effeet-on-a~ne-39-of-the-taxabie-yea~; 

tet--the---maxim~~---~tandard---ded~et±on--prov±ded--±n 

i5-3S-%rr;-bHt-H~ad,H~ted-by-oHb•eet±on-t<t-of-%5-36-%rr,-±n 

~ffeet-on-a~ne-39-o£-the-taxabte-yearo 

tit--ueon~ttmer-~~±ee-±ndexu-mean~--the--eon~amer--pr~ee 

~nde~,--~n±ted-State~-e±ty-a~erage,-£or-ali-item~,-as±ng-the 

~96~-base-o£--±66--as--pabl±shed--by--the--bureaa--o£--iabor 

~tatisties-of-the-HoSo-dep~rtmen~-of-i~bor~ 

t3till "Department•• means the department of reve:1.ue. 

t4t--ua~v~d@~dll--m@~ns--any--d~~t~+btltion--m~de--by---e 

eorporation---otlt---of---it~--@a~~i~~~--or--p~of+t~--to--its 

eharenotd~~~--o~--memb@rs,--w~ether--in--eash--or--i"--otMer 

property--or--i~--~toek-of-the-eorporationT-other-than-~toek 

dividends-as-herein-de~inedo--llStoek--d±videndsB--means--new 

stoe~---±~s~edy--for--s~rp%~~--or--profits--eap±ta±ized,--to 

sherehoiders-in-proportion-to-their-previo~s-ho±d±ngso 

t5till .. Fiduciary" means a guardian, trustee, 

executor, administrator, receiver, conservator, or any 

person, whether individual or corporate, acting in any 

fiduciary capacity for any person, trust, or estate. 
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t6t.ill 11 Foreign country" or "foreign government" means 

any jurisdiction other than the one embraced within the 

United States, its territories and possessions. 

t7t--us~o~~-~~eomeu-meBn~-tn~-taxp~y~r~s--gro~~--±Meome 

ror--feder~~-i"eome-tex-p~~po!e~-e~-def±ned-±n-seet±on-6±-of 

tne-i~tern~~-Re~en~e-eode-of-1954-or-e~-tha~-~e~~ion-may--be 

~ebeTed--o~--emended,--ex~itldtng-~nnempToyment--eompen~ation 

±neinded-tn-federal-~~0~~-ineome--nnd@r--tne--prov±sions--of 

seet±on--85-o£-the-internal-Reventle-Eode-o£-1954-a~-emended~ 

t8t--B%n£letion-£aetorll-mean!-a-ntlmber--de~e~mined--for 

eaeh--taxabie--year-by-d±~±d±ng-tne-eon~tlme~-~rtee-~"dex-for 

anne-of-the-texebte-year-by-the--eon~n~er--priee--index--for 

a~ne,-i966o 

(4) ''Individ~al'' means a natural p~rson, whether 

married or unmarried, adu:t or mir;or, subject to pa_y_rne_!1_~ __ of 

an income tax under the Internal Revenue Code. 

f9ti21 "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, 

brokers, employers, 

state or of any 

subdivision of the 

fiduciaries, brokers, real estate 

and all officers and employees of the 

municipal corporation or political 

state, having the control, receipt, 

custody, disposal, or pay~ent of interest, rent, salaries, 

wages, premiums, annu:ties, co~pe~sations, remunerations, 

-12-
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emoluments, or other fixed or determinable annual or 

periodical gains, profits, and income with respect to which 

a~y person or fiduciary is taxable under this chapter. 

tT9t-uKnowin9ly0 -±s-as-de~~fted-±n-45-~-~Blo 

tllt-uNet-ineomeu-meeft~-t~@-~djH~ted-qross-±~eome-o£--a 

~e~payer-le~s-the-dedttet±on~-allowed-by-th±s-ehapte~, 

tl%t-"P~±ou,--ror--the--purposes--o£-the-dedHetions-and 

ered±t~-~nder-th±e-ehapter,-means-pe±d-or-eeertted-or-paiO-or 

±ne~rredr-and-the-terms- 0pa±d--or--inetlrred0--and-- 0~a±d--or 

aee~tted 0 --shall--be--eonstrtted--aeeordin9--to--the-method-o£ 

aeeotlnting-ttpon-the-bo~±s-o£-wh±eh--the--taxeb%e--i~eome--t~ 

c~~p~ted-~nder-~hi~-eha~~er~ 

t%3t-•Pttrposely•-~s-as-def±ned-±n-45-%-%el. 

t~4t-nReceivedn 7 --Eor--the--pttrpo~e--e£--eomptttation-o~ 

taxebie~ineome-nnder-th±s-ehapeer,-means-reeeived-or-aeertled 

end-the--term--nreeeived--or--eeertledn--~haii--be--eonstrtted 

aeeord±n9--to--the--meekod--o£--eeeottntin9-npon-the-be~i~-o£ 

w~ieh-the-taxable-i~eome-±~-eomp~ted-ttnder-th±~-ekapter. 

(6) ''Internal Revenue Code'' means the Internal Revenue 

Code of 1954, redesignated as the ''Internal Revenue Code of 

1986" by section 2 of Public Law 99-514, as that code may be 

a~.ended from time to time by the United States congress. It 

is the specific intenl;______Qf_ tt}.~ l~gislature that all 

a~endments by the United States congress must be 

incorporated into the context of any section of Title 15 
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referring to the Internal Revenue Code. 

(7) ''Person'' ~eans an individual, a trust or estate, 

or a partnershi~ 

t~St~l "Reside:-.t" applies only to natural persons and 

includes, for the purpose of determining liability to t~e 

tax imposed by ~his chapter with reference to the income of 

any taxable year, any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

from the state and has not established a residence 

elsewhere. 

tl6t-nTaxable--~neomeU--~e~n~-~he-ad;tl~~ed-qro~~-~n~ome 

o£-e-texpayer-ies~-the-dedttet±on~--and--exempt±ons--prov±ded 

ror-±n-~h±~-ehapte~o 

tiTtJ..2..l hTaxable year 11 means the taxpayer's taxable 

year for federal incorr.e tax purposes. 

ti-8tl.l.Ql ''Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations.'' 

NEW SECT ION o Section 7 o State income tax as 

percentage of federal. {1) A state income tax is imposed and 

must be paid and collected for each taxable year upon; 

(a) the federal taxable income derived from sources 

within and o~tside Mon:a~a of each resident and fiduciary 

required to make a return and pay federal income taxes unde: 

-14-
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the Internal Revenue Code; and 

(b) the federal taxable income derived from sources 

within Montana of each nonresident and fiduciary required to 

make a return and pay federal income taxes under the 

Internal Revenue Code. 

(2) HFederal taxable income'' means the taxpayer's 

taxable income, as determined for federal income taxes under 

the provisions of the Internal Revenue Code, with the 

following additional deductions to the extent the income is 

included in federal taxable income: 

(a) income earned by an enrolled member of a federally 

recognized Indian tribe during the time he both lives and 

works on a reservation; 

(b) interest income from obligations 

States government to the extent the 1ncome is 

state income tax under federal law; and 

(c) interest received on obligations 

of the United 

exempt from 

territory, county, municipality, district, 

of any state, 

or other 

political subdivision. 

(3) A shareholder of a corporation 

election provided for under subchapter s. of 

Revenue Code is in effect but for which 

provided under 15-31-202 is not in effect may 

for which the 

the Internal 

the election 

deduct from 

his federal taxable income any part of the corporation's 

undistributed taxable income, net operating loss, capital or 
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other gains, profits, or losses required to be included in 

the shareholder's federal taxable income by reason of the 

election under subchapter S. However, to the shareholder's 

federal taxable income must be added distributions received 

from the corporation to the extent the distributions wo·J.ld 

be treated as taxable dividends if the s~bchapter S. 

election were not in effect. 

(4) Nonresidents taking any of the ded~ctions lis~ed 

in subsection (2) may claim only that percentage of itemized 

deduct ions and the personal exemption deduct L~r. allowed £:-orr. 

federal taxable income that the percentage of adjusted gross 

income earned from sources within Montana bears to the 

taxpayer's federal taxable income. 

(5) If a taxpayer's federal taxable incoffie is adjus:ed 

for state income tax purposes to includ~ any of the 

additional deductions or modifications of S'J.bsections ( 2} 

through (4), the taxpayer's federal income tax liability 

must be recomputed on this adjusted figure to allow the 

state income tax rate to be applied against it. 

NEW SECTION. Section 8. Rate of tax. The rate of 

state income tax is 6% of a taxpayer's federal taxable 

income, adjusted as provided in (section 7(5)]. 

NEW SECTION. Section 9. Nonresidents -- determination 

of in-state income. A nonresident's income from sources 

within Montana includes income derived fr0~ all property 
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owned in this s~ate and from every business, 

profession, or occupation carried on in this state. 

not include 1ncome from annuities, interest 

deposits, interest on notes, bonds, or 

trade, 

It does 

on bank 

other 

interest-bearing obligations, or dividends on stock of 

corporations, except to the extent to which this income is a 

part of the income derived from a business, trade, 

profession, or occupation carried on in this state. In the 

case of a business, trade, profession, or occupation carried 

on partly within and partly outside this state by a 

nonresident, the income from sources within this state must 

be determined by apportionment and allocation under rules 

adopted by the department. 

NEW SECTION. Section 10. Tax return-- contents. (1) 

Each individual or fiduciary mentioned in [section 7(1)] 

shall file a return with the department showing: 

(a) the amount of taxable income as reported on t~e 

taxpayer's federal income tax return or as recomputed as 

required in [section 7]; 

(b) the amount of tax due under [section 8], less 

credits, if any, clai~ed against the tax; 

(c) any other information necessary for administration 

of the state income tax, as may be prescribed by the 

department. 

(2) If a taxpayer is unable to make his own return, an 
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authorized agent, guardian, or other person charged with the 

care of the person or property of the taxpayer shall file 

the return. 

NEW SECTION. Section 11. Payment of state income tax 

refunds -- interest. (1) A taxpayer required to file a 

state income tax return shall co~pute the amount of state 

1ncome tax due and sha~l, at the time the return is filed, 

pay to the department any balance of tax in excess of $1 

remaining unpaid after crediting the amount withheld as 

provided under 15-30-202 or any payme~t of estimated tax 

provided under 15-30-242. 

as 

(2) If the withheld tax or 

exceeds the state income tax due by 

the estimated tax paid 

more than $1, the 

department shall refund the excess to the taxpayer within 30 

days after receiving the return. 

(3) Except as provided in 15-30-321, interest at a 

rate of 9% a year ~ust be added to any state income tax or 

portion of tax, from.the due date until paid, whether the 

taxpayer has been granted a filing extension or not. 

( 4) If a joint ret urn is made by husband and wife, the 

liability with respect to the tax is joint and several. 

Section 12. 

read: 

"15-30-162. 

Section 15-30-162, 

Investment credit. 

MCA., is amended to 

(1) There is allowed as 

a credit against the tax imposed by t5-3S-i83 [section 71 a 
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percentage of the credit allowed with respect to certain 

depreciable property under section 38 of the Internal 

Revenue Code e£-±954, as amended, or as section 38 may be 

renumbered or amended. However, rehabilitation costs as set 

forth under section 46(a)(2)(F) of the Internal Revenue Code 

o£-1954, or as section 46(a)(2)(F) may be renumbered or 

amended, are not to be included in the computation of the 

investment credit. The credit is allowed for the purchase 

and installation of certain qualified property defined by 

section 38 of the Internal Revenue Code o£-i954, as amended, 

if the property meets all of the following qualifications: 

(a) it was placed in service in Montana; and 

(b) it was used for the production of Montana adjusted 

gross income. 

(2) The amount of the credit allowed for the taxable 

year is 5% of the amount of credit determined under section 

46(a)(2) of the Internal Revenue Code o£-1954, as amended, 

or as section 46(a)(2) may be renumbered or amended. 

(3) Notwithstanding the provisions of subsection (2), 

the investment credit allowed for the taxable year may not 

exceed the taxpayer's tax liability for the taxable year or 

$500, whichever is less. 

(4) If property for which an investment credit is 

claimed is used both inside and outside this state, only a 

portion of the credit is allowed. The credit must be 
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apportioned according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which is the 

number of days during the taxable year the taxpayer ow~ed 

the proper:y. The investment credit may be applied only to 

the tax liability of the caxpayer who purchases and places 

in service the property for which an investment credit is 

claimed. The credit may not be allocated between spo~ses 

unless the property is 

business corporation 

shareholders. 

used by a partnership or s~3ll 

of which they are partners or 

(5) The investment credit allowed by this sectio~ :s 

subject to recapture as provided for in section 47 of the 

Internal Revenue Code o~-T954, as amended, or as section ~7 

may be re~umbered or amended.'' 

Section 13. section 15-30-241, MCA, is amended to 

read: 

"15-30-241. Declaration of estimated tax. ( 1) E"ery 

Each individual ~xee~e-~a~~e~e,-rafte~e~~,-or-~~oe~men shall, 

at the time prescribed in subsection {3) o£-t~i~-~ect±on, 

make a declaration of his estimated tax for the taxable year 

if his-net-ineome-from-~ott~eee-o~he~-~h8n--wa9e3y--~a%art~~~ 

bontlee~ 7 --or--o~her-emotttment~-e8n-~e8eonabiy-be-expeeted-to 

eqttal-or-exeeed-h~~-net-~neome-£~om-wageer-salaries 7 -bon~~e~ 

or-ot~er-e~olHmen~~,-wh~eh-a~e-~~bjeet-to-w~thhoidin9 he 1s 
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required to file a declaration of his estimated tax under 

the provisions of the Internal Revenue Code. 

(2) In the declaration required under subsection (1} 

of-th%~-~ee~±on, the individual shall state: 

(a) the amount w~±eh ~he estimates as the amount 

of tax under ±5-39-±93 [section 8] for the taxable year' 

(b) the amount w~~ch that he estimates will be 

withheld from wages paid by his employer if eaid the 

individual is an employee; 

(c) the excess of the amount estimated under 

subsection (2)(a) over the amount estimated under subsection 

(2)(b)7L wh±e~ the excess for purposes of this section ~hall 

&e is considered the estimated tax for the taxable year; and 

(d) etlch other information as may be prescribed in 

rules promulgated by the department. 

(3) The declaration required under subsection {1) or 

thie--seet±o~--eha±± must be filed with the department on or 

before April 15 of the taxable year, except that if the 

requirements of subsection {1) of-th~s-eeetio~ are first 

met: 

(a) after April l and before October l of the taxable 

year, the declaration shall must be filed on or before 

OCtober 15 of the taxable year; 

(b) after October l of the taxable year, the 

declaration skat~ must be filed on or before February 15 of 
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the succeeding taxable year. 

(4) An individual may make amendments of a declaration 

filed during the taxable year under su~section {3) of--tk~~ 

~~et~on under rules prescribed by the department. 

(5) Ifi on or before February 15 of the succeeding 

taxable year, the taxpayer files a return for the taxable 

year for which the declaration is required and pays in full 

the amount computed on his return as payable, then under 

rules prescribed by the department: 

(a) if the declaration is not required to be filed 

during the ~axable year but is required to be filed on or 

before ~~eh that February 15, eneh the return ~ha~~ must for 

the purposes of this section be considered as s~eh the 

declaration; and 

(b) if the tax shown on the return is greater than the 

estimated tax shown in a declaration previously made or in 

the last amendments thereor of the return, s~eh the return 

~he}} must for the purposes of this section be considered as 

the amendment of the declaration permitted by subsection (4) 

o~-thi~-~eee~oft to be filed on or before etteh February 15. 

(6) The department shall promulgate rules governing 

reasonable extensions of time for filing declarations and 

paying the estimated tax except in the case of taxpayers who 

are abroad, eftd--~o-~tleh but an extension sna~i ~not be 

for more than 6 months. 
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taxpayer is unable to make his own 

declaration ~~a±± must be made by a duly 

authorized agent or by the guardian or other person charged 

with the care of the perso~ or property of ~tt~h the 

taxpayer. 

{8) Any individual who fails to file a declaration of 

estimated tax as required by this section is not subject to 

the penalties set forth in 15-30-321.'' 

Section 14. Section 15-30-303, MCA, is amended to 

read: 

•lS-30-303. Confidentiality of tax records. (1) Except 

in accordance with proper judicial order or as otherwise 

provided by law, it is unlawfu: for the department or any 

deputy, assistant, agent, clerk, or other officer or 

employee to divulge or make known in any manner the amount 

of income or any particulars set forth or disclosed in any 

report or return required under this chapter or any other 

information secured in the administration of this chapter. 

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

any federal return or federal return information disclosed 

on any return or report required by rule of the department 

or under this chapter. 

(2) The officers charged with the custody of etteh 

reports and returns ~~ei± ~ not be required to produce any 

of them or evidence of anything contained in them in any 
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which the 

department is a party under the provisions of this chapter 

or any other taxing actl er 

1£1 on behalf of any party to any action or 

proceedings under the prov1sions of this chapter or ~tleh ~ 

other act whe~ the reports or facts shown th~r@by by the 

reports are 

proceedings,.:. 

directly involved in ettel"t the action or 

1ll ±n-e±ther-of-wh±eh-eve"~~-tl"te In either situation 

referred to in subsection {2)(a) or (2)(b), the court may 

require the production of and may admit in evidence only so 

much of s8id the reports or of the facts shown ther~by ~y 

the reports as are pertinent to the action or proceedings 

tU'Id-no-mof'e. 

t3tl!l Nothing here±n--~h8ll in this section may be 

construed to prohibit: 

(a) the delivery to a taxpayer or his duly authorized 

representative of a certified copy of any return or report 

filed in connection with his tax; 

(b) the publication of statistics so classified as to 

prevent the identification of particular reports or returns 

and the items theree~ of_the_!.~.E_orts~n~!:.eturns; or 

(c) the inspection by the attorney general or other 

legal representative of the state of the report or return of 
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any taxpayer who shall bring action to set aside or review 

the tax based the~eo" on the report or return or against 

whom an action or proceeding has been instituted in 

accordance with the provisions of 15-30-311 and 15-30-322. 

t4t~ Reports and returns ~h8il must be preserved for 

3 years and thereafter until the department orders them to 

be destroyed. 

tSt~ Any offense against subsections {1) through t4t 

~of this section shall be punished by a fine not 

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

exceeding 1 year, or both, at the discretion of the court, 

and if the offender be is an officer or employee of the 

state, he shall be dismissed from office and be-~"eepeb~e-o~ 

hold±"~ may not hold any public office in this state for a 

period of 1 year thereafter. 

t6t1ll Notwithstanding the provisions of this section, 

the department may permit the commissioner of internal 

revenue of the United States or the proper officer of any 

state imposing a tax upon the incomes of individuals or the 

authorized representative of either ~tteh officer to inspect 

the return of income of any individual or may furnish to 

s~eh the officer or his authorized representative an 

abstract of the return of income of any individual or supply 

him with information concerning any item of income contained 

in any return or disclosed by the report of any 
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investigation of the income or return of income of any 

individual, but ~~eh permission Shftll ~be granted or s~eh 

information furnished to ~tleh the officer or his 

represe~tative only if the statutes of the United States or 

of ~ttcM th~ other state,--as--the--eft~e--may--ee, grant 

substantially similar privileges to the proper officer of 

this state charged with the administration of this chapter. 

t~t~ Further, notwithstanding any of the provisions 

of this section, the department shall furnish: 

tat--to--ehe--departme~t--o£--jttst~ee--aii--±~fo~mfttion 

neces~ary-to--ide~t%£y--tho~e--persons--qttal±fy%n9--£or--the 

add±tional-exempt±on-£or-hlindness-~tl~~ttant-to-%5-39-il2t4t, 

£o~--the--purpo~e--of--enftb!in9-the-department-o£-jtt~t±ce-~o 

ad~±niseer-the-ptovisions-of-6r-S-T9S; 

tbt~ to the department of social and rehabilitation 

services information acquired under 15-30-301, pertaining to 

an applicant for public assistance, reasonably necessary for 

the prevention and detection of public assistance fraud and 

abuse, provided notice to the applicant has been given; 

tct~ to the department of fish, wildlife, and parks 

specific information that is available from income tax 

returns and required under 87-2-102 to 

residency requirements of an applicant 

fishing licenses; and 

establish the 

for hunting and 

tdt~ to the board of regents information required 
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under 20-16-1111." 

Section 15. Section 15-30-323, MCA, is amended to 

read: 

"15-30-323. Penalty for deficiency. (1) If the payment 

required by ~5-36-l4zt6t [section 11] is not made within 60 

days or if the understatement is due to negligence on the 

part of the taxpayer but without fraud, there shall be added 

to the amount of the deficiency 5% t~~reof; provided, 

however, that no ~deficiency penalty ~~a~~ may not be less 

than $2. Interest will must be computed at the rate of 9% 

per annum or fraction thereof on the additional assessment. 

Except as otherwise expressly provided in this subsection, 

the interest skaii must in all cases be computed from the 

date the return and tax were originally due as distinguished 

from the due date as it may have been extended to the date 

of payment. 

(2) If the time for filing a return is extendedT the 

taxpayer shall pay in addition interest thereon at the rate 

of 9\ per annum from the time when the return was originally 

required to be filed to the time of payment," 

Section 16. Section 15-31-114, MCA, is amended to 

read: 

"15-31-114. 

computing the net 

Deductions allowed in computing income. In 

1ncome, the following deductions ~heYY 

must be allowed from the gross income received by ~tleh the 
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corporation within the year from all sources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation ~erei"af~e~ 

contained in this section, rentals or other payments 

required to be made as a condition to the continued use or 

possession of property to which the corporation has not 

taken or is not taking title or in which it has no equity. 

No ~ deduction s~a±i may not be allowed for salaries paid 

upon which the recipient t~ereof has not paid Montana state 

income tax; provided, however, that where domestic 

corporations are taxed on income derived from wit~ottt 

outside the state, salaries of officers paid in connection 

with securing ~u~h the income ~~ail-b~ ~deductible. 

(2) (a) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwise, including a reasonable allowance for the wear a~d 

tear and obsolescence of property used in the trade or 

business, ~tle"--8lYowa~ee to be determined according to the 

provisions of section 167 of the Internal Revenue Code in 

effect with respect to the taxable year. All elections for 

depreciation ~~ali must be the same as the elections made 

for federal income tax purposes. No~ deduction s~ail ~ 
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not be allowed for any amount paid out for any buildings, 

permanent improvements, or betterments made to increase the 

value of any property or estate, and no ~ deduction ~~a!! 

may not be made for any amount of expense of restoring 

property or making good the exhaustion thereof for which an 

allowance is or has been made. Ho A depreciation or 

amortization deduction ehall may not be allowed on a title 

plant as defined in 33-25-105(15). 

(b) There ehs%! must be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of 15-31-119. 

(3) In the case of mines, other natural deposits, oil 

and gas wells, and timber, a reasonable allowance for 

depletion and for depreciation of improvements;~ stteM The 

reasonable allowance ~o ~ be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes ehall must be the same as 

the elections made for federal income tax purposes. 

(4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived: but fte interest sha%% may not 

be allowed as a deduction if paid on an indebtedness created 
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for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from s~eh the 

property or business would be taxable under this part. 

(5) {a) Taxes paid within the year, except the 

following: 

{i) Taxes irr.posed by this part. 

{ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

income or profits i~posed by authority of the government of 

the United States. 

(iv) Taxes imposed by any other state or country upon 

or measured by net income or profits. 

(b) Taxes deductible under this part 8ftall must be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

t6t--~hat---port±on--e~--e~--efte~~y-~eiated--in¥eetme~t 

altowed-ee-a-dedtletion-ttnde~-%5-3~-193• 

t't~ (a) Except as provided in subsection tbt 

~. charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission ~ha~i ~ not allow 

in the rate base of a regulated corporation the inclusion of 

contributions made u~der this subsection. 
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t8till In lieu of the deduction allowed under 

subsection t~t 1!1• the taxpayer may deduct the fair market 

value, not to exceed 30\ of the taxpayer•s net income, of a 

computer or other sophisticated technological equipment or 

apparatus intended for use with th~ computer donated to an 

elementary, secondary, or accredited postsecondary school 

located in Montana if: 

after 

(a) the contribution 

the manufacture of 

substantially completed; 

is made 

the 

no later than 5 years 

donated property is 

(b) the property is not transferred by the donee in 

exchange for money, other property, or services; and 

(c) the taxpayer receives a written statement from the 

donee in which the donee agrees to accept the property and 

representing that the use and disposition of the property 

will be in accordance with the provisions of tbt--or--~h±~ 

subsection t8t illill·" 

Section 17. Section 15-31-202, MCA, is amended to 

read: 

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

(1) A small business corporation may elect not to be subject 

to the taxes imposed by this chapter. 

(2) If a small business corporation makes an election 

under subsection (1), then: 

{a) with respect to the taxable years of the 
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corporation for which stteh the election is in effect, stle~ 

the corporation is not subject to the taxes imposed by this 

chapter and, with respect to e~eh the taxable years and all 

succeeding taxable years, the provisions of this part apply 

to e~en the corporation; and 

(b) with respect to the taxable years of a shareholder 

of stteh corporation in which or with which the taxable years 

of 

end, 

the corporation for which e~eh the election is in effect 

the provisions of this part apply to s~eh the 

shareholder, and with respect to sueh the taxable years and 

all succeeding taxable years, the provisions of this pa:t 

apply to sueh the shareholder. 

(3) An election under subsection (1) must be made in 

accordance with rules prescribed by the department of 

revenue. 

(4) This election is not effective unless the 

corporate net income or loss of staeh the electing 

corporation is included in the stockholders' 8djttsted-~ro~~ 

federal taxable income as defined in %5-36-%%% (section 7_1· 

(5) Every electing corporation is required to pay the 

minimum fee of $10 required by 15-31-204." 

Section 18. Section 15-32-102, MCA, is amended to 

read: 

•15-32-102. Definitions. As used in this part, the 

following definitions apply: 
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(1) ''Building" means a single or multiple dwelling, 

includin~ a mobile home, or a building used for commercial, 

industrial, or agricultural purposes, which is enclosed with 

walls and a roof. 

(2) ''Capital investment'' means any material or 

equipment purchased and installed in a building or land- with 

or without improvements. 

(3J "Energy conservation purpose 11 means one or more of 

the following results of an investment: reducing the waste 

or dissipation of energy or reducing the amount of energy 

required to accomplish a given quantity of work. 

(4) 11 Passive solar system" means a direct thermal 

energy system that uses the struct~e of a building and its 

operable components to provide heating or cooling during the 

appropriate times of the year by using the climate resources 

available at the site. It includes only those portions and 

components of a building that are expressly designed and 

required for the collection, storage, and distribution of 

solar energy and that are not standard compon-ents of a 

conventional building. 

tSt--~bow--emi~sion--wood-or-btomaee-eombus~*on-devieeu 

meaft~-a-s~ove-e~-£ttrnaee-or-a-ee~e~yt~e-eoftve~ee~-added-to-a 

stove-or-f~rnaee-whieh-~~rns-wood-or-other-nonfossi%-b*emase 

a~d-wh~eh-has-an~em±ss±on-rete-of-les5-~han-6-grems-per-ftcur 

whe~-tes~ed-i~-eonformanee--with--the--standord--m~tftod--for 
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meesHrin9-~h~-emi~sto~s-end-e££ieieneies-o£-~es~den~~al-vocd 

stoves---as---adopted---by--the--department--of--health--and 

en~~ronm~~eal-aeiene~s-p~r~tta~t-to-i5-3i-~93T 

t6till "Recognized 

generation" means: 

nonfossil forms of energy 

(a) a system for the utilization of solar energy 

including passive solar systems, wind, solid wastesr or the 

decomposition of organic wastes for capturing energy or 

converting energy sources into usable sources; 

(b) a system for the production of electric power from 

solid wood wastes: 

(c) a low-emission wood or biomass combustion device; 

or 

(d) a small system for the utilization of water power 

by means of an impoundment not over 20 acres in surface 

area." 

Section 19. Section 13-32-104, MCA, is amended to 

read: 

"15-32-104. Limitations on deduction and--eredit. Tax 

treatment under 15-32-103 sftd-±S-3i-±99 is limited to: 

(1) capital investments made after January 1, 1975; 

(2) persons and firms not primarily engaged in the 

provision of gas or electricity derived from fossil fuel 

extraction or conventional hydroelectric development; and 

(3) a ceiling of $100,000 in tax savings per year to 
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any orie person· or firm~." 

Section 20. section 15-32-106, IICA, is amended to 

read: 

"15-32-106. Procedure for obtaining benefit of 

deduction er-e~edit. ~~e-department-o£-re~en~e-shali-~~evide 

form~-o~-v~ie~-a-taxpaye~-may-a~p±y~£or-a-tax--ered~t--~ftder 

%5-3i-%99~ The department of revenue shall approve a 

deduction er--ered<t under 15-32-103 er--t5-3~-t89 which 

demonstrably promotes energy 

form a·f 

conServation or utilizes a 

recognized 

department 

nonfossil energy generation. The 

of revenue may 

involving energy generation to 

resources and conservation 

refer 

the 

for 

a deduction 

department of 

its advice, 

or-eredit 

natural 

and the 

department of natUral resources and conservation shall 

respond within 60 days. The department of revenue may refer 

a deduction er-er~dit involving energy conservation to the 

department of administration for its advice, and the 

department of administration shall respond within 60 days. 

The department of revenue may deny a deduction er-er~di~ 

which it finds to be impractical or ineffective.'' 

Section 21. Section 15-32-303, IICA, is amended to 

read: 

"15-32-303. Deduction for purchase of Montana pr~uced 

organic fertilizer. In addition to all other deductions from 

~dj~s~ed---gro~~--~ndi~idn8l--ineom~--eliewed--in-~eomptl~~"~ 
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~axabie-~neome-nnder-~i~ie-~5y-ehapter--397--or--£rom gross 

corporate income allowed in computing net income under Title 

lS, chapter 31, part 1, a taxpayer corporatior. may deduct 

h~s its expenditures for organic fertilizer produced in 

Montana and used in Montana if the expenditure was not 

otherwise deducted in computing taxable income." 

Se.ction. 22. Section 15-32-402, IICA, is amended to 

read: 

"15-32-402. Commercia~ investment credit 

wind-generated electricity. ( 1) Aft----i"d±v±dnai, ~ 

corporation, partnership, or small business corporation as 

defined in 15-31-201 that makes an investment of $5,000 or 

more in certain depreciable property qualifying under 

section 38 of the Internal Revenue Code o£-~954, as amended, 

for a commercial system located in Montana which generates 

electricity by means of wind power is entitled to a tax , 
credit against taxes imposed by ±5-38-193-er 15-31-121 in an 

amount equal to 35\ of the eligible costs, to be taken as a 

credit only against taxes due as a consequence of taxable or 

net income produced by one of the following: 

(a) manufacturing plants located in Montana that 

produce wind energy generating equipm~nt; 

(b) a new business facility or the expanded portion of 

an existing business facility for which the wind energy 

generating equipment supplies, on a direct contract sales 
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basis, the basic energy needed; or 

(c) the wind energy generating equipment in which the 

investment for which a credit is being claimed was made. 

(2) For purposes of determining the amount of the tax 

credit that may be claimed under subsection (1}, eligible 

costs include only those expenditures that qualify under 

section 38 of the Internal Revenue Code e£-}954, as amended, 

and that are associated with the purchase, installation, or 

upgrading of: 

(a) generating equipment; 

(b) safety devices and storage components; 

{c) transmission lines necessary to connect with 

existing transmission facilities; and 

to 

(d) 

the 

transmission lines necessary to 

purchaser of the electricity 

connect directly 

when no other 

16 transmission facilities are available. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(3) Eligible costs under subsection (2} must be 

reduced by the amount of any grants provided by the state or 

federal g-overnment for the system. 11 

Section 23. Section 15-32-405, MCA, is amended to 

read: 

"15-32-405a Exclusion from other tax incentives. If a 

credit is claimed for an investment pursuant to this part, 

no other state energy or investment tax credit, including 

but not limited to the tax credits allowed by 15-30-162 and 
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15-31-123 through 15-31-125, may be claimed for the 

investment. Pro~e•er--e~x-red~et*eft-~iiewed-by-lS-6-i9lt3t 

may-~o~-b~-8ppii~d-~e-8--faeiiity--£er--whieh--a--e~ed~~--i~ 

eia±med-p~r~~ant-to-th±s-pert;" 

Section 24. Section 15-33-106, MCA, is amended to 

read: 

"15-33-106. Capital gains -- dividends exempted. Any 

capital gains or dividend income realized by an-indiv~daai 

or a corporation from an investment in an SBIC organized in 

accordance with this part is exempt from taxation under the 

provisions of Title 15, ehapee~s-39-aftd chapter 31." 

Section 25. Section 19-3-105, MCA, is amended to read: 

•19-3-105. Exemption from tax~~-a~d legal process. The 

right of a person to a retirement allowance or any other 

benefit under this chapter and the moneys money in the fund 

16 created under this chapter ±s are not: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(1} subject to execution, garnishment, attachment, or 

any other process; 

tZt--~~bjeet--~o--etate,--eotl~~yy--er--m~ft±e±pe%--texe~ 

exeept-£or-a--re£tlnd--pa±d--~nde~--r9-3-~83--o!--a--member~~ 

eentrib~tions--p±e~ed-ttp-by-aft-~mp±oyer-after-dttfte-39;-i985; 

~s-~~ov~ded-~n-%9-3-761; or 

t3tlll assignable 

specifically provided.'' 

except as in this chapter 

Section 26. Section 19-4-706, MCA, is amended to read: 
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•19-4-706. Exemption from taxat±on-and legal process. 

The pensions, annuities, or any other benefits accrued or 

accruing to any person under the provisions of the 

retirement. system and the accumulated contributions and cash 

and securities in the va~ious funds of the retirement system 

are: 

t;t--exempt~d-!rom-any-state,-coun~y,-or-mun~ei~al--~eK 

e£--tfte--sta~e-ef-Montana-exeept-for-a-wit~d~awa~-pa~d-~ftde~ 

%9-4-69~--o£--a--member~s--eontributione--p±e~ed--up--by--an 

e~pieye~-8fte~-aane-39,-i9857 -8e-provided-in-<9-4-69~~ 

t~tl!l. not subject to execution, garnishment, 

attachment by trustee process or otherwise, in law or 

equity, or any other process; and 

t3t1Il unassignable except as specifically provided in 

this chapter." 

Section 27. Section 19-5-704, MCA, is amended to read: 

•19-5-704. Exemption from texe~-~~e legal process. Any 

money Money received or to be paid as a member's annuity, 

state annuity, or return of deductions or the right of any 

of these shall-b~ is exempt from a~y-state-or-m~n±eipai-~ax 

and-from levy, sale, garnishment, attachment, or any other 

p-rocess wha-tsel!'v~r- and sl"U!I%:-be is unassignable except as 

specifically provided in 19-5-705." 

Section 28. Section 19-6-705, MCA, is amended to read: 

•19-6-705. Exemption from texes-and legal process. Any 
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money received or to be paid as a member 1 s annuity, state 

annuity, or return of deductions or the right of any of 

these is: 

t±t--exempt-f~om-any-stater-eoanty,--or--m~nie±pal--tax 

~xe~p~--£o~--a--re~~~d--pe%d--ttnder--%9-6-493--or-~-member~~ 

ee~e~±bttt~o"~-p~eked-~p-by-a~-employ~~-areer-dtl~e-39t--Y9957 

es-pre¥ided-i~-i9-6-46~~ 

HtEl exempt from levy, sale, garnishment, 

attachment, or any other pr~cess; and 

t3tlll unassignable except as specifically provided i~ 

19-6-706." 

Section 29. Section 19-7-705, MCA, is amended to read: 

•19-7-705. Exemption from ~~xes-a~d legal process. Any 

money received or to be paid as a member's annuity, state 

annuity, or return of deductions or the right of any of 

these is: 

tYt--exempt-£rom-eny-eeaee,-eett~ty,--or--mnnicipai--tax 

exeept--£or--a--re£~~d--peid-~~der-i9-~-364tit-e£-a-member~s 

eentribttt%ons-p~eked-tlp-by-an-em~ieyer-a£ter-anne-3e,--l9857 

ae-pre¥ided-in-i9-~-493~ 

ti!tl!l. exempt from levy, sale, garnishment, 

attachment, or any other process; and 

t3tlil unassignable except as specifically provided in 

19-7-706." 

Section 30. Section 19-21-212, MCA, is amended to 
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read: 

•19-21-212. Exemption from ~axat%0~7 legal process, 

and assessments. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

thereon are: 

tit--exemp~-£rom-any-sta~e,-ee~"ty;-or--m~ftieipal--taxi 

ti!till not subject to execution, garnishment, 

attachment, or other process; 

t3till not covered or assessable by an insurance 

guaranty association; and 

t4till unassignable except as specifically provided in 

the contracts.•• 

Section 31. Section 53-6-111, MCA, is amended to read: 

"53-6-111. Department charged with general 

administration of medical assistance -- adoption of rules to 

punish fraud. ( l) The department of social and 

rehabilitation services is hereby authorized and empowered 

to administer and supervise a vendor payment program of 

medical assistance under the powers, duties, and functions 

provided in chapter 2 of this title, as amended, and as 

contemplated by the provisions of Title XIX of the federal 

Social Security Act. 

(2) The department shall adopt rules establishing a 

system of penalties and sanctions applicable to providers of 

medical assistance services and supplies who engage in 
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fraudulent, abusive, or improper activities. The department 

shall define by rule those activities which are fraudulent, 

abusive, or improper. 

(3) The penalties or sanctions imposed include but are 

not limited to: 

(a) required courses of education in 

governing the medicaid program; 

the rules 

(b) ~ithholding of payments to offset previous 

improper payments to a provider; 

(c) suspension of payments to a provider pending 

resolution of a dispute involving fraudulent 1 abusive, or 

improper activities; 

(d) suspension of participation in the program for a 

specified period of time; and 

(e} permanent termination of participation in the 

medical assistance program. 

{4) The department is entitled to recover from a 

provider all amounts paid as a result of fraudulent, 

abusive, or improper activities, together with interest at 

the rate set by %5-36-%42 [section 11) for tax deficiencies 

from the date of such payment. 

(5) In all cases in which a penalty or sanction may be 

imposed, a provider is entitled to a hearing under the 

provisions of Title 2, chapter 4, part 6." 

Section 32. Section 67-11->03, MCA, is amended to 
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read: 

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

may bOrrow money for any of its corporate purposes and issue 

its bonds therefor, including refunding bonds, in such form 

and upon such terms as it may determine, payable out of any 

revenues of the authority, including revenues derived from: 

(a) an airport or air navigation facility or 

facilities; 

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

fQr airport purposes: 

(c) grants 

government; or 

or 

(d) other sources. 

contributions from the federal 

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

authority, without an election and without any limitation of 

amount, except that no such bonds may be issued at any time 

if the total amount of principal and interest to become due 

in any year on such bonds and on any then outstanding bonds 

for which revenues from the same source or sources are 

pledged exceeds the amount of such revenues to be received 

in that year as estimated in the resolution authorizing the 

issuance of the bonds. The authority shall take all action 

necessary and possible to impose, maintain, and collect 

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

sufficient to make the revenJes from the pledged source in 
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such year at least equal to the amount of such principal and 

interest due in that year. 

(3) The bonds may be sold at public or private sale 

and may bear interest as provided in 17-5-102. Except as 

otherwise provided herein, any bonds issued pursuant to this 

chapter by an authority may be payable as to principal and 

interest solely from revenues of the authority and shall 

state on their face the applicable limitations or 

restrictions regarding the source from which such principal 

and interest are payable. 

(4) Bonds issued by an authority or municipality 

pursuant to the provisions of this chapter are dec~ared to 

be issued for an essential public and governmental purpose 

by a political subdivisianL within the meaning of 

t5-36-llltitt~t [section 7]. 

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

or municipality may 

covenant, agreement, 

additional powers 

by resolution make and enter into any 

or indenture and may exercise any 

authorized to be exercised by a 

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

sums required from time to time to pay principal and 

interest and to create and maintain a reserve for the bonds 

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

prior to the payment of current costs of operation and 

maintenance of the facilities. 
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(6) Subject to the conditions stated in this 

subsection {6), the governing body of any municipality 

having a population in excess of 10,000, with respect to 

bonds issued pursuant to this chapter by the municipality or 

by an authority in which the municipality is included, may 

by resolution covenant that in the event that at any time 

all revenues, including taxes, appropriated and collected 

for such bonds are insufficient to pay principal or interest 

then due, it will levy a general tax upon all of the taxable 

property in the municipality for the payment of such 

deficiency; and may further covenant that at any time a 

deficiency i& likely to occur within 1 year for the payment 

of principal and interest due on such bonds, it will levy a 

general tax upon all the taxable property in the 

municipality for the payment of such deficiency, and such 

taxes are not subject to any limitation of rate or amount 

applicable to other municipal taxes but are limited to a 

rate estimated to be sufficient to produce the amount of the 

deficiency. In the event more than one municipality having a 

population in excess of 10,000 is included in an authority 

issuing bonds pursuant to this chapter, the municipalities 

may apportion the obligation to levy taxes for the payment 

of, or in anticipation of, a deficiency in the revenues 

appropriated for such bonds in such manner as the 

municipalities may determine. The resolution shall state the 
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principal amount and purpose of the bonds and the substa~ce 

of the covenant respecting deficiencies. No such resolution 

becomes eff~ctive until the question of its approval has 

been submitted to the qualified electors of the municipality 

at a special election called for that purpose by th~ 

governing body of the municipality and a majority of th~ 

electors voting on the question have voted in favor thereof. 

The notice and conduct of the election is governed, to the 

extent applicable, as provided for municipal general 

obligation bonds in Title 7, chapter 7, part 42, for an 

election called by cities and towns, and as provided fer 

county general obligation bonds in Title 7, chapter 7, part 

22, for an election called by counties. If a majority of the 

electors voting thereon vote against approval of ~he 

resolution, the municipality has no authority to make the 

covenant or to levy a tax for the payment of deficiencies 

pursuant to this section, but such municipality or authority 

may nevertheless issue bonds under this chapter payable 

solely from the sources referred to in subsection (1) 

ebov~.'' 

Section 33. Section 90-4-503, MCA, is amended to read: 

"90-4-503. Residential conservation service 

established. tit There is a residential conservation service 

established in Montana under the National Energy 

Conservation Policy Act of 1978, which shall be administered 
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by the department according to the provisions of P.L. 9S-619 

and this part. 

t~t--Th~~-~art-is-ettppieme~~e~--to--~~e--~ro~~sfo"s--of 

%5-3r-re~-adm~"~etered-by-the-p~bi*e-serv±ee-eomm±~s±o~T'' 

Section 34. Section 90-8-104, MCA, is amended to read: 

"90-8-104. Oefinitions. As used in this chapter, 

unless the cor.text requires otherwise, 

definitions apply: 

the followi:1g 

(1) "Board" means the board of investments provided 

for in 2-15-1808. 

(2) 11 Capita.l base" means equity capital raised by a 

certified Montana capital company for which tax credits were 

claimed under this chapter. 

(3) "Certified Montana capital company .. means: 

(a) a development credit corporation created pursuant 

to Tit!e 32, chapter 4: or 

tb) a profit or nonprofit entity organized and 

existing under the laws of Montana, _created for the purpose 

of making venture or risk capital available for qualified 

investments and that has be-en certified by the board. 

(4) ••Montana business" means a business which is 

located or principally based within Montana. 

(5) "Qualified investment 11 means: 

(a) a debt or equity financing of a Montana business 

that meets both of the following criteria: 
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(i) the business is engaged in one or more of the 

following activities; 

(A) manufacturing; 

(B) agricultural, fishery, or forestry production and 

processing; 

(C) mineral production and processing, except for 

conventional oil and gas exploration: 

tBt--r~e01ftiz~d-non£o~~ii-ferm~-o£-energy-ge~ere~ie"-8~ 

a~ri~~d-~~-<5-3%-<e~r 

tEtlQl transportation: 

tPtill research and development of products or 

processes associated with any of the activities er~mera:ed 

in (A) through tEt-.,boY~ .LQl: 

tstJ.fl wholesale or retail dist-ribution activities for 

which products produced in Montana comprise 50% or more of 

the gross s.ales receipts; 

tHtill any activity conducted in the state for which 

50% or more of the gross receipts are derived from the sale 

of prod~cts or services outside Montana; and 

tit~ tourism: and 

(ii) the business is a small business as defined in 

rules adopted by the board; or 

(b) a debt or equity financing of a business outside 

Montana if such investment is likely to produce a qualified 

investment in Montana, as long as such investment does not 
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exceed 25\ of the capital base of the capital company. 

(6) "Qualified Montana capital company" means a 

certified Montana capital company that has been designated a 

qualified capital company under the provisions of 90-8-202 

so that investors in the company may receive the tax credits 

authorized in 90-8-202.•' 

NEW SECTION. Section 35. Repealer. Sections 

15-30-103, 

15-30-117' 

15-30-126, 

15-30-105, 

15-30-121 

15-30-131' 

15-30-108, 15-30-110 through 

through 15-30-123, 15-30-125, 

15-30-132, 15-30-135 through 

ll 15-30-137, 15-30-142, 15-30-143, 15-30-156, 15-30-157, 

12 15-32-109, 15-32-201 through 15-32-203, 19-9-1005, and 

13 19-13-1003, MCA, are repealed. 

14 NEW SECTION. Section 36. Codification instruction --

15 code commissioner instruction. (1) [Sections 7 through 11] 

16 are intended to be codified as an integral part of Title 15, 

17 chapter 30, part 1, and the provisions of Title 15, chapter 

18 30, part 1, apply to [sections 7 through 11]. 

19 (2) The code commissioner is instructed to make 

20 changes throughout the Montana Code Annotated to reflect the 

21 change in the definition of "Internal Revenue Code•• in 

22 15-30-101. 

23 NEW SECTION. Section 37. saving clause. [This act] 

24 does not affect rights and duties that matured, penalties 

25 that were incurred, or proceedings that were begun before 
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[the effective date of this act]. 

NEW SECTION. Section 38. Retroactive applicability. 

{This act} applies retroactively, within the meaning of 

1-2-109, to taxab~e years beginning after December 31, 1988. 

NEW SECTION. Section 39. Effective date. [This act J 

is effective on passage and approval. 

-End-
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