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52nd Legislature LC 0100/01
Special Session 7/92
1 BILL ¥O. S'i
2 INTRODUCED BY
3
4 A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHOD OF
5 CALCULATING THE INDIVIDUAL INCOME TAXES DUE FROM NONRESIDENT
6 AND TEMPORARY RESIDENT TAXPAYERS; AMENDING SECTIONS
7 15-30-101, 15-30-105, 15-30-112, 15-30~-122, 15-3p-131,
8 15-30-132, 15-30-136, AND 15-30-142, MCA; AND PROVIDING AN
9 IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY
10 DATE."
11
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
13 Section 1. section 15-30-101, MCA, is amended to read:
14 *15-30-101. Definitions. For the purpose of this
15 chapter, unless otherwise required by the context, the
16 following definiticns apply:
17 (1) "Base year structure” means the following elements
18 of the income tax structure:
19 (a) tnhe tax brackets established in 15-30-103, but
20 unadjusted by subsection (2) of 15-30-103, in effect on June
21 30 of the taxable year;
22 {2) the exempticrhs contained in 15-30-112, burt
23 uradiusted py subseeccions-{7y-and-t83y--nf 15-30-112(5), wn
2 effect Zn June 30 5£ tne taxable year:
25 (e) tne maximum standard deduccion provided  In
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15-30-122, but unadjusted by subsection (2) of 15-30-122, in
effect on June 30 of the taxable year. )

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

(3) “Department” means the department of revenue.

(4) "Dividend" means any distribution made by a
corporacrion out of its earnings or profits to its
shareholders or members, whether in cash or ir other
vroperty or in stock of the corporation, other than stock
dividends as herein defined. "Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

(5) "Fiduciary" means a quardian, trustee, executor,
administrator, receiver, conservator, or auy person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, Or estate.

{6} "Foreign country" or "foreign government" means any
jurisdict.on other than the one embraced within the United
States, lts territories and possessions.

{7} "Gross  income' means the taxpayver's grcss income
tor federal inccme tax purposes as defined in secticn 61 CE

the Inrernal Revenue Code of 1954 or as that sec-iinl may ce
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iabeled or amended, excluding unempicyment Ccompensd
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included in federal gross income under the provisions of
section B85 of the Internal Revenue Code of 1954 as amended.

t8) "Infiaticn factoar" means a number determined for
each taxaoie year by dividing the consumer price index for
June <©f the taxable year by the consumer price index for
June, 1380.

(2} "informaticn agentcs” includes all individuals,
corporations, associaticns, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, brokers, real estate
brokers, employers, and all cfficers and employees of the
state or of any municipal corporation or political
subdivision of the state, having the control, receipt,
custedy, disposal, or payment of interest, rent, salaries,
wages, premiums, annhuities, compensations, remunerations,
emoluments, or other fixed or determinable annuai or
periodical gains, profits, and income with respect toc which
any perscn or fiduciary is taxable under this chapter.

(10) "Knowingly" is as defined in 45-2-101.

{11) “"Net income"” means the adjusted gross income of a
taxpayer less the deductions allowed by this chapter.

{12) "Paid", for the purposes of the deductions and
credits under this chapter, means paid or accrued or paid or

incurred, and the terms "paid or incurred" and "paid or

accrued" shall be c¢onstrued according to the method of
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accounting upon the basis of which the taxable income is
computed under tnis chapter.

{13) "Pension and annuity income” means:

{a) systematic payments of a definitely determinable
amount from a gualif.ed pensicn plan, as that term is used
in sectiaon 401 of the Internal Revenue Code, or systematic
payments received as the result of contributions made to a
gualified pension plan that are paid to rthe recipient or
recipient’'s beneficiary upon the cessation of employment;

{b) payments received as the result of past service and
cessation cf employment in the uniformed services of the
United States;

(c) lump-sum distributions from pension or
profitsharing plans to the extent that the disctributions are
included in federal adjusted gross income;

{d) distributions from individual retirement, deferred
compensation, and self-employed retirement plans recognized
under sections 401 through 408 of the Internal Revenue Code
to the extent that the distributions are not considered to
be premature distributions for federal income tax purposes;
or

(e) amounts after cessation of regular employment
received from fully matured, privately purchased annuity

contraces.

(14) "Purposely" is as defined in 45-2-101.

~4-
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{15) "Received", for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term “received or accrued” shall be <construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

{(16) "Resident" applies only t¢ natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any person domiciled in the state of
Montana and any other person who maintains a permanent place
of abocde within the srate even though temporarily absent
from the state and has not established a residence
elsewhere.

{17) “Taxable income" means the adjusted gross income of
a taxpayer less the deductions and exemprions provided for
in this cnapter.

{18) "Taxable vyear" means the taxpayer's taxable year
for federal income tax purposes.

(19) "Taxpayer" includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations."

Section 2. section 15-30-105, MCA, is amended to read:

"15-30-105. Tax on nonresident -~ alternative tax based
on groess sales. (1) A li<e tax 1s imposed upon every perscn

noc resident of tnis state, which «tax shall be levied,
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collected, and paid annually at the rates specified in
15-30-103 with respect to his entire net income as-herein
defined-from-atli-property-owned--and-—from-—-every--businessy
erade;--profession;--or~eccupation-carcied-on—in-thra-state,.

After calculating the tax imposed, the tax due and payable

must be determined based upon the ratio of income earned in

Montana to total income.

(2) Pursuant to the provisions of Article III, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable year dcoces not exceed $100,000 may elect to pay
an income tctax of 1/2 of i% of the dollar volume of gross
sales made in Montana during the taxable vyear. Such tax
shall obpe in 1lieu of the tax imposed under 15-30-103. The
gross volume of sales made in  Montana during the taxable
year shall be determined according to the provisions of
Arricle IV, sections 16 and 17, of the Multistate Tax

Compact.,”

Section 3. section 15-20-112, MCA, is amended to read:

"15-30-112. Exemptions. (1) Except as prowided in
jup3ectrana-cIi-ard-rBY SUDS in tne  Zase  Zf an
individual, the exemptions provided by supsections  (2)
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through t6%+ (5) shall be allowed as deductions in computing
taxable income.

(2) (a) An exemption of $B00 shall be allowed for
taxable years beginning after December 31, 1978, for the
taxpayer.

{b) An additional exemption of $800 shall be ailowed
for taxable years beginning after December 31, 1378, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of another taxpayer.

(3) (a) An additional exemption of $800 shall be
allowed for taxable years beginning after December 31, 1978,
for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

(b) An additional exemption of $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has attained the age of 65 before
the close of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

{4) (a) An additional exemption c¢cf $800 shall be
allowed for taxable years beginning after December 31, 1978,

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

(b) An additional exemption of $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind and, for the calendar
year in which the taxable year of the taxpayer begins, has
no gross income and is not the dependent of another
taxpayer. For tne purposes of this subsection ({)(b), the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayer, except
that if the spouse dies during such taxable year, such
determination shall be made as of the time of such death.

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

(5) (a) An exemption of $B800 shall be allowed for
taxable years beginning after December 31, 1978, for each
dependent:

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

or

-8~
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{ii) who is a child of the taxpayer and who:

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

{B) 1is a student.

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

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

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

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

{ii) is pursuing a full-time course of institutional
on-farm training under the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a state. For purposes cf this
subsecticon (S5)(dytii), the term "educational instituktion”
means only an  educational instituticn ~hich ncrmally

maintains a regular faculty and curriculum and rormally has
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a regularly organized body of students in attendance at the
place where its educational activities are carried on.

t+63--in-——-the---case--of-—a--nonresident--taxpayery--the
exemptian—dednctien-shaii—be—prorated-according-to-the—fﬁtio
the-taxpayeris-Montana-adjusted-grosa-income--bears—-te--his
federai-adjusted-gross-ineomes

f??--Fot——taxabie——yea25*—beginning-—after—-Becember—ai7
19787-and-before-January-i+-198t7-the-amounc--atteved--as——=a
deductian-—in--subsections-{2y-threugh-{6}-shaii-be-adjusted
as-provided-under-section-9;-€hapter-6967-baws--of--1339--as
amended-by—seeeion—i7-Ehapter—54ﬂ7—baws-e£—198i7

t8¥(6) For--taxabie--years-beginning-after-Becember—3ivr
$+98087-the The department, by November 1 of each year, shall
multiply all the exemptions provided in this section
unadjusted-by—subsection-+?3 by the inflation factor for
that taxable year and round the product to the nearest $10.
The resulting adjusted exemptions are effective for that
taxable year and shall be used in calculating the tax
imposed in 15-30-1063."

Section 4. section 15-30-122, MCA, is amended to read:

*15-30-122. Standard deduction. (1} ¥Im-cthe--case--of--n
resident--individuals-a A standard deduction equal to 20% of
adiusted gross income shall be allowed if elected by the
taxpayer <n  his returs. The ssardard ceducticn srall be in

ileu of all deductions a..cwed under 15-30-121. The maximum

_lo_
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standard deduction shall be $1,500, as adjusted under the
provisions of subsection (2}, except that in the case of a
single joint return of husband and wife or in the case of a
single individuai who qualifies to file as a head of
househcld on hnis federal income tax return, the maximum
standard deduction shall be $3,000, as adjusted under the
provisions of subsection (2). The standard deduction shall
not be allowed to either the husband or the wife if the tax
of one of the spouses is determined without regard to the
standard deduction. For purposes of this section, the
determination of whether an individual is married shall be
made as of the last day of the taxable year; provided,
however, if one of the spouses dies during the taxable year,
the determination shall be made as of the date of death.

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

Section 5. section 15-30-131, MCA, is amended to read:

*15-30-131. Nonresident and temporary resident

taxpayers ~- adjusted gross income ---deductions. ti} In the
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case of a taxpayer other than a resident of this state,
adjusted gross income includes the entire amount of adjusted
gross income frem--sources-within-this-state-but-shati-nee
inetude—tneome—from-aanuitieasr-interest-—on--bank--deposita;
tatespst——-an-—-bendar-—-notesr-—sr--other-—interest-bearing
ocbiitgationar-sr-dividendes—on-stoack-of-corparations-except-+to
the-extent-to-whniten-the—same—shaii-be-a-pare-of-rncome-—-from
any-business;-crada;-professiony-ar-occupation-carrited-on-tn

thra--state as  provided for in 15-30-111. interesc—income

from-instaliiment-sates-of-reat--pr-—pangibie--commereiat——-or
business--property--iscared--in--Montana-muat-be—incinded-n
adjusted-gross-incomes-Adiusted-gross-—income--from--senrces
within—-and~-without--this--state--shati--be--atiocated-—ané
appertioned-under-rutes—prescribed-by-the-deparements
t2¥-—fn--the-case-of-a-taxpayer-cther-than-a-resident-of
thia-scate-who-its-a-restdent-of-a-atate-chat-impeses--a-—tax
on-the-inecome-sf-naturat-persons-residing-within-that-state;
the---deduetions---attowed-——in--computing——-net--income——-are
restricted-to-those-directiy-connected-with--the--proeduction
ef-Montana-ircomes
t3y~-Ein--the-case-cf-a-texpayer-cther-than-a-resident-of
this-state-who-ia-a-residene-eof-a-state-that-does-not-impese
a~tax-on-the-income-of naturai-persons-residing-within--that
stater-—-the--deduecions--atriowed-in-computing—net-income-are

restricted-to-the-greater-of-those-directiy-retating-to--the

-12-
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production--of--Montana-income-sr—a-prorated-ameunt~-af-thase
attowed--under-~-15-38-12t+~-Por-—-the-—-purpeses——-of-——this
subsectiony—deduceions-atiowed-under-i15-36-12t-appiy-anty-ts
marned--income--and--must-be-prorated-according-te—tha-ratin
that-the-taxpayeris—-Mentana--earned--income--bears——te-—his
federat-earned-tncome-
t4y--A-—-temporary—--residenv--shaii--be--atiowed--those
deductions-and-the-eredit-under-15-32-169-attowed-a-resident
to-the-extent-that-such-deductions-or-eredit——were—-actuatty
incurred--or--expended--in--the--secate-of-Monecana-during-the
course-of-his-resaidency~
t5y—-Par-the-purpeses-cf-this-sectieny——2earned--income®
shail-—-be--defined-as-the-same-term-is-defined—in-sectiton-43
of-the--internat--Revenue--Code;-—-or--as--that--section--may
subsequentiy-be—amended-
t6y--Notwithstanding—-the--pravisiens-sf-subsections-t2}
and-{3};-any-contriburien-made-afear-Becember-3+--19827—-to
the--state--af-—Mantana--or--a-peliticat-subdivision-thereef
shalli-be-an-atiowabie-deduction-in-computing-net-incomes-Fhe
deduceton-ia-subiect-to-the-iimitarions-ser-forth-tn-section
178-ef-the-Internat-Revenve-Eoda--06--1954;--as--iabeted--or
amendeds
+?4--FPor-~purpeses--cf-this-sectrons-4insraiiment-satest
meana-sates—in-which-che-buyer-agrees-ts-pay-the--setier—-1in

ona-or-more-deferred-inscaiimencsz”
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Section 6. section 15-30-132, MCA, is amended to read:

“15-30-132. Change from nonresident to resident or vice
versa. If a taxpayer changes his status from that of
resident to that of nonresident or from that of nonresident
te that of resident during the taxable year, he shall file a
return covering-the-fraction—af-the-year-during-which-he-was
a-—restdent. Phe—-exemptions-provided-in-35-30-112-shati-be
prerated-on-the-ratio——the--Montana--adjusted--gross-—inecome
bears--to-—federai--adjusted-grosa-incomes-A-Montana-cieizen
meving-ene-of-ehe-state;-abandoning--his—-residence--in--the
state;--and--establishing--a-residence-eisewhere-muse-fite-a
return-on-the-fractionat-basiss If he a resident obtains
employment outside the state witheut-abandoning-his-Montans
residence, then income from such employment is taxable in

Montana."
Section 7. section 15-30-136, MCA, is amended to read:

"15-30-13b. Computation of income of estates or trusts
-=- exemption. (i) Except as otherwise provided in this
chapter, "gross income" of estates o©or trusts means all
income from whatever source derived in the taxable vyear,
including but not limited to the following items:

fa) dividends;

(b) interest received ot accrued, including interest
received on obligaticns of ancther state or territory or 4

county, municipality, district, or cther politicail
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subdivision thereof, but excluding interest income from
obligations of:

(i) the United States government or the state of
Montana;

(1i) a school district; or

(iii) a county, municipality, district, or other
political subdivision of the state;

{c}) income from partnerships and other fiduciaries;

{d) gross rents and royalties;

{e} gain from sale or exchange of property, including
those gains that are excluded from gross income for federal
fiduciary income tax purposes by section 641(c) of the
Internal Revenue Code of 1954, as amended;:

(f) gross profit from trade or business; and

{g) refunds recovered on federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{(2) In computing net income, there are allowed as
deductions:

{a) interest expenses deductible for federal tax
purposes according to section 163 of the Internal Revenue
Code of 1954, as amended;

(b) taxes paid or accrued within the taxable year,
including but not limited to federal income tax, but

excluding Montana income tax;

-15-
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(c) that fiduciary's portion of depreciation or
depletion which 1is deductible for federal tax purposes
according to sections 167, 611, and 642 of the Internal
Revenue Code of 1954, as amended:

{dy charitable contributions that are deductible for
federal tax purposes according to section 642(c) of the
Internal Revenue Code of 1854, as amended;

({e) administrative expenses claimed for federal income
tax purposes, according to sections 212 and 642(g) of the
Internal Revenue Code of 1954, as amended, if such expenses
were not claimed as a deduction in the determination of
Montana inheritance tax:

(f) losses from fire, storm, shipwreck, or other
casualty or from theft, to the extent not compensated for by
insurance or otherwise, that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 1994, as amended:

{g) net operating loss deductions allowed for federal
income tax under section 642(d) of the Internal Revenue Code
of 1954, as amended, except estates may not claim losses
that are deductible on the decedent's final return;

[h) Montana income tax refunds or tax refund credits.

{3) The following additional deductions shall be
allowed in deriving taxable income of estates and trusts:

{a) any amount of income for the taxable year currently

-16-
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required to be distributed to beneficiaries for such year;

{b) any other amounts properly paid or credited or
required to be distributed for the taxable year;

{¢) the amount of 60% of the excess of the net
long-term capital gain over the net short-term capital loss
for the taxable year.

(4) The exemption allowed for estates and trusts is
that exemption provided in 15-30-112(2)(a) and
15-30-232¢8+(6)."

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

"15-30-142. Returns and payment of tax —-- penalty and
interest -- refunds —— credits. (1) Every single individual
and every married individual not filing a joint return with
his or her spouse and having a grocss income for the taxable
year of more than $1,000, as adjusted under the provisions
of subsection (7), and married individuals not filing
separate returns and having a combined gross income for the
taxable year of more than $2,000, as adjusted under the
provisions of subsection (7}, shall be liable for a return
to be filed on s. r forms and according to such rules as the
department may prescribe. The gross income amounts referred
to in the preceding sentence shall be increased by $800, as
adjusted under the provisions of 15-30-112+4F}-and-{8% (6),
for each additional persconal exempticn allowance the

taxpayer is entitled to claim for himself and his spouse

-17-
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under 15-30-112(3) and {(4). A nonresident shall be reguired
to file a return if his gross income for the taxable year
derived from sources within Montana exceeds the amount of
the exemption deduction he is entitled to claim for himself
and his spouse under the provisions of 15-30-112(2), (3).
and (4)7-as-prorated-according-co-15-38-212¢6%!

{2) In accordance with instructions set forth by the
department, every taxpayer who is married and 1living with
husband or wife and is required to file a return may, at his
or her opticon, file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductions, If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for a taxable year, the spouses
may not file separate returns after the time for filing the
return of either has expired unless the department so
consents,

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

t4) All taxpayers, including but not limited to those
subject tc the provisions of 15-30-202 and 15-30-241, shall

compute the amount of income tax payable and shall, at the
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time of filing the return reguired by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provided, however, the tax so
ccmputed i1s greater by 51 than cthe amcunt withheld and or
paic¢ by estimated return as provided in this chaprter. If che
amount ©f tax withheld and,or payment of estimated tax
exceeds by more than $1 the amount of income tax as
computed, the taxpayer shall be entitled toc a refund of the
excess.

{(5) As soon as practicable afrer the return is filed,
the department shall examine and verify the tax.

{6) If the amount of tax as verified is greater than
the amount theretofore paid, the excess shall be paid by the
taxpayer to the department within 60 days after notice of
the amount of the tax as computed, with interest added at
the rate oF 9% per annum or fraction thereof on the
additional tax. In such case there shall be n¢ penalty
because o©of such understatement, provided the deficiency is
paid within 60 days after the first notice of the amount |is
mailed to the taxpayer.

(7) By November 1 of each year, the department shall
multiply the minimum amount of gross income necessitating

the Ffiling of & return by the inflation factor for the

-19-
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taxable year. These adjusted amounts are effecrive for that
taxable year, and persons having gross incomes less than
these adjusted amounts are not required to file a return.

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

that taxable year.”

NEW SECTION. Section 9. Effective date. [This act] is
effective on passage and approval.

NEW SECTION. Section 10. Retroactive applicability.
{This act] applies retroactively, within the meaning of
1-2-10%, to tax years beginning after December 31, 1931.

~End-
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An act revising the method of calculating the individual income taxes due from nonresident and temporary resident taxpayers;
and providing an immediate effective date and a retroactive applicability date.

ASSUMPTIONS :

1 Individual income tax revenue under current law is projected to be $336,752,000 in fiscal year 1993 (OBPP)}.

2, The proposed legislation applies to tax years beginning after December 31, 1991. .

3. The proposed legislation will increase tax year 1992 total liabilities by $3.2 million (MDOR).

4 None of this increase in liability on part-year and ncnresidents will be paid through extension filings; all of the

increage will be paid within fiscal year 1993.

FISCAL IMPACT:

Rovenues;
EY1993
—Current Law —Propoped Law Change
Individual Income Tax $336,752,000 $339,952,000 $3,200,000
General Fund 211,480,000 213,490,000 2,010,000
School Equalization 95,974,000 96,886,000 912,000

Debt Service 29,298,000 29,576,000 278,000

Bxpenditures: (General Fund)

The Department of Revenue estimates additional one-time implementation operating expenses of $14,372.
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APPROVED BY COMMITTEE
ON TAXATION

BILL WO. Sﬂ

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHOD OF
CALCULATING THE INDIVIDUAL INCOME TAXES DUE FROM NGNRESIDENT
AND TEMPORARY RESIDENT TRXPAYERS; AMENDING SECTIONS
15-30-101, 15-30-105, 15-30-112, 15-30-122, 15-30-131,
15-30-132, 15-30-136, AND 15-30-142, MCA; AND PROVIDING AN
IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABRILITY

DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-101, MCA, is amended to read:
"15-30-101. ODefinitions. For the opurpose of this

chapter, unless otherwise required by the context, the

following definitions apply:

(1) "Base year structure® means the following elements
of the income tax structure:

(a) the tax brackets established in 15-36-103, but
unadjusted by subsection (2) of 15-30-103, in effect on June
30 of the taxable year;

(b} the exemptions contained in 15-30-112, but
unadjusted by subsections-{7i-and-tB8y--of 15-30-112(6), in
effect on June 30 of the taxable year:

(c) the maximum standard deduction provided in
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15-30-122, but unadjusted by subsection (2) of 15-30-122, in
effect on June 30 of the taxable year.

{2} “Consumer price index" means the consumer price
index, United States city average, for all items. using the
1967 base of 100 as published by the bureau of labor

statistics of the U.S. department of labor.

{3) “"Department" means the department of revenue.
(4) “Dividend" means any distribution made by a
corporation out of its earnings or profits to its

shareholders or members, whether in cash or 1in other
property or in stock of the corporation, other than stock
dividends as herein defined. "Stock dividends" means new
stock issued, for surplus or profits capitalized, ¢to
shareholders in propertion ta their previous holdings.

(5) "Fiduc:iary" means a guardian, trustee, executor,
administrator, receiver, conservator, ©Or a.y person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

{(6) “Foreign country” or “foreign government” means any
jurisdiction other than the one embraced within the United
States, its territories and possessions.

{7) ™Gress 1lncome" means the taxpayer's gross income
for federal income tax purposes as defined in secticn 61 of
the Internal Revenue Conde of 1954 or as that secrion may be

labeled or amended, excliuding unemplocyment compensation

W SA
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included in federal gross income under the provisions of
section 85 of the Internal Revenue Code of 1954 as amended.

(8) "Inflatian factor” means a number determined for
each taxaole year by dividing the consumer price index for
June of the taxable year by the consumer price index for
June, 198,

(9) "Information agenrs" includes all individuals,
corporations, assoclations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, brokers, real estate
brokers, employers, and all officers and employees of the
state ar of any municipal corporation or political
subdivision of the state, having the c¢ontrol, receipt,
custody, disposal, or payment of interest, rent, salaries,
wages, premiums, annuities, c¢ompensations, remunerations,
emoluments, or other fixed or determinable annual or
periocdical gains, profits, and income with respect to which
any persen or fiduciary is taxable under this chapter.

{10) "Knowingly" is as defined in 45-2-101.

{11} "Net 1income" means the adjusted gross income of a
taxpayer less the deductions allowed by this chapter.

(12) "Paid", for the purposes of the deductions and
credits under this chapter, means paid ar accrued or paid or
incurred, and the terms "paid or incurred" and "paid or

accrued" shall be construed according to the method of
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accounting upcon the basis of wnicn the taxable income 1s
computed under this chapter.

{13) "Pension and annuity inccme” means:

fa) systematic payments of a definitely determinable

amount from a qualified pensiocn plan, as that term 1s used
in section 401 of tre Internal Revenue Code, or systematic
payments received as the result of contriburions made to a
qualified pension plan that are paid to the recipient or
recipient's beneficiary upon tne cessation of employment;

{b) payments received as rhe resuit of pastc service and
cessation of employment :n the uniformed services of the
United States;

{c} lump-sum distributions from pension or
profitsharing plans to the extent thar the distributions are
included in federal adjusted gross income;

(d) distributions from individual retirement, deferred
compensation, and self-employed retirement plans recognized
under sections 401 through 408 of the Internal Revenue Code
to the extent that the distributions are not considered to
be premature distributions for federal income tax purposes;
or

{e) amounts after cessation of reqular employment
received from fully matured, privately purchased annuity

contracts.

{14) "Purposely" is as defined in 45-2-101.

-4 -
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{15) “"Received", for the purpose ¢f computation of
taxable income under this chapter, means received or accrued
and the term "received or accrued" shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

{16) "Resident"” appiies only to natural persons and
includes, for the purpcse of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any person domiciled in the state of
Mcntana 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.

{(17) "Taxable income” means the adjusted gross income of
a taxpayer less the deductions and exemptions provided for
in this chapter.

(18) “Taxable year" means the taxpayer's taxable year
for federal income tax purposes.

{19) "Taxpayer"™ includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not ilnclude corporations.”

Section 2. section 15-30-105, MCA, is amended to read:

"15-30-105. Tax on nonresident -- alternative tax based
on grouss sales. (1} A Like tax is imposed upon every perscn

not resident of this stare, which tax shall be levied,
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collected, and paid annually at the rates specified in
15-30-103 with reapect to his entire net income as-herein
defined-from-ali-property-owned--and--from--avery--pusinessas
trade;--professiony--or-sccupation-carried-on-in-this-secaee.

After calculating the tax imposed, the tax due and payable

must be determined based upon the ratio of income earned in

Montana to total income.

({2) Pursuant to the provisions of Article ITI, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable year does not exceed $100,000 may elect tao pay
an 1ncome tax oOf 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable vyear. Such tax
shall be in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shall be determined according to the provisions of
Article IV, sections 16 and 17, of the Multistate Tax

Compact."
Section 3. Section 15-30-112, MCA, is amended to read:
®"15-30~112. Exemptions. (1) Except as prcvided 1in
subsecetons-+3+-amd—+8¥% suhsectiosn (6) . irn tne case cf an

individual, the exemptions provided by sdpsections (2)
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through +t6% (5) shall be allowed as deductions in computing
taxable income.

(2) {a) An exemption of $B800 shall be allowed for
taxable years beginning after December 131, 1978, for the
taxpayer.

(b} An additional exemption of $800 shail be alilowed
for taxable vears beginning after December 31, 1978, for the
spouse of the taxpayver if a separate return is made by the
taxpaver and if the spouse, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of another taxpayer.

{3) d{a) An additional exemption of S$S800 shail be
allowed for taxable years beginning after December 31, 1978,
for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

{b) An additional exemption of $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has attained the age of 65 before
the ciose of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

(4) (a} An additional exemption of $800 shall be
allowed for taxable years beginning after December 31, 1978,

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

(b} An additicnal exemption of $800 shall be allowed
for taxable years beginning after December 11, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and Lf the spouse is blind and, fOf the calendar
year in which the taxable year of the taxpayer begins, has
no gross income and 1is not the dependent of ancther
taxpayer. For tre purposes of this subsection {4}{(b}., the
determination of whether the spouse is blind shall be made
as of the close of the taxable year ©of the taxpayer, except
that if the spouse dies during such taxable year, such
determination shall be made as of the time of such death.

(¢) For purposes of this subsection (4), an individual
is blind only if his central wvisual acuity does not exceed
20/200 in the Uwetter eye with correcting lenses or 1f his
visual acuity is greater than 20/200 but is accompanied by a
limitation in the fields of wvision such that the widest
diameter of the wvisual field subtends an angle no greater
than 20 degrees.

(5) (a) &n exemption of §800 shall be allowed for
taxable years beginning after December 31, 1978, Eor each
dependent:

(i} whose gross income for the calendar year in which
the taxable year of the taxpayer begins 13 leuss than $800;

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

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

(B) 15 & student.

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

{c) For purposes of subsecticon (5)(a)(ii), the term
"child" means an individual who is a son, stepscn, daughter,
or stepdaughter of the taxpavyer.

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

(1Y 1s a full-time student at an educaticnal
institution; or

(ii) is pursuing a EFull-time course of institutional
on-farm training under the supervision of an accredited
agent of an educational institutien or of a state or
political subdivision of a state. For purposes of this
subsection (S)(d)tii), the term "educational institution"
means only an  educational instituticn which normally

Maintains a regular faculty and curriculum and nermally has
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a regularly organized body of students in attendance at the
place where its educational activities are carried on.

t6y-~¥n---the-—-case--of--a--nonresident--taxpayery;——the
sxemption-deduction-shati-be-proracted-according-to-the-ratio
the-taxpayerta-Montana—adjuseced-gross-income--bears—-to-—his
federal-adinsted-gross-inecomex

t7y--Por--vaxabie--years—-beginning--after--Becember—-3t7
197087 -and-before-January-i7-t98t7-the-amount--atiowed-—as--a
deduction--tn--subsectians-t2}-through-t6y-ahaii-be-adjuseed
as-provided-under-section-9;-Chapter—698;-baws--of-~-1579--as
amended-by-section-47-Ehapter-5487-haws-cf-198%<

t84(6) Por--taxabie--years-beginning-afeer-Becember-3i7
19807-¢he The department, by November 1 of each year, shall
multiply all the exemptions provided in this section
unadiusted-by-subsectton-¢3+ by the inflation factor for
that taxable year and round the product to the nearest $10.
The resulting adjusted exemptions are effective for that
taxable year and shall be used in calculating the tax
imposed in 15-30-103.*"

Section 4. Section 15-30-122, MCA, is amended to read:

*"15-30-122. Standard deduction. {l1) In-the--case--of--a
restdene--tndividuais;-a A standard deduction egual to 20% of
adjusted gross income shall be allowed if elected by the
taxpayer on his return. The standard deductlicn snall be in

lieu of all deducticns a..cwed under 15-30-1i2.:. The maximum
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standard deducticn shall be $1,500, as adjusted under the
provisions of subsection (2), except that in the case of a
single joint return of husband and wife or in the case of a
single individual who qualifies to file as a head of
household on nis federal income tax return, the maximum
standard deduction shall be 53,000, as adjusted wunder the
provisions of subsection {2). The standard deduction shall
not be allowed to either the husband ¢r the wife if the tax
of one of the spouses is determined without regard to the
standard deducticn. For purposes of this section, the
determination of whether an individual is married shall be
made as of the last day of the taxable year; provided.
however, if one of the spouses dies during the taxable year.,
the determination shall be made as of the date of death.

{2) By November 1 of each year, the department shall
multiply the maximum standard deduction for single returns
by the inflation factor Eor that taxable year and round the
product to the nearest 310. The standard deduction for joint
returns and qualified head of household returns shall be
twice the amount for single returns. The resulting adjusted
deductions are effective for that taxable year and shall be
used in calculating the tax imposed in 15-30-103."

Section 5. secticn 15-30-131, MCA, is amended toc read:

*15-30-131. Nonresident and

temporary resident

taxpayers -—- adjusted gross income --—deductions. tiY In the
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case of a taxpayer other than a resident of this state,
adjusted gross income includes the entire amount of adjusted
gross income Sfrem--seureces-within-this-state-but-shati-noe
inetvde-tncoame-fram-annanirties;—interest--on--bank—-deposattay
tnterest---an-—-bonds;---notesj--or--echer-—interest-bearing
obltgartans;-or-dividends-on-stock-of-corporationa-exceapt-co
the-exrene-to-wnich-the-same-shaii-be-a-part-of-itncome--from
any-business;-crader-professtony-or—ocenpation-carried-on-in

this--state as provided for in 15-30-11l. intereat-rncome

from-instaiiment-sates-ef-reat--osr--tangtbtre--commerciat--or
business--preperty--iacated-—in-—Montana-must-be-inciuded-¢n
adjusted-gross—incomer-Adinsced-greas--income--£from--sources
within--and--witheut--this--state--shati--be--atitocaced-—-and
appertioned-under-ruies-preseribed-by-the-departments
t2}--in—-the-case-of-a-taxpayer-cther-than-a-resident-of
this-stace-vho-its-a-resident-cf-a-seate—that-raposes-—-a--tax
on-the-income-of-natural-perscns-residing-within-that-statey
the---deductions---atiowed—--itn--competing--net--income--are
restricted-to-those-directliy-connected-with--the--producticn
af-Montana-tncomes
t3y-~in~-~the-casc-of-a-taxpayer-other-than-a-resident-of
this-state-who-is-a-resident-sf-a-stare-that-dees—not-impose
a-tax-on-the-+neeme—nf-naturat-persons-residing-within--that
stater——the--deductronas—-atiowed-in-computing-—net-income-are

restricted-to-the-greater-of-these-directly-retating-to—-the

_lz_
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productien——af--Montana-inceme-or-a-prorated-ameunt-of-thoae
atiowed--ander--15-38-12¢v--Por——-the---purposes---af---this
Subsectiony-deduerions-atinved-under-35-36-121-appiy-oniy-to
earned--tneome--and--must-be-prorated-accerding-to-the-ratie
that-the-taxpayeris--Mentana--earned--income--bears--co--his
federat-earned-incemes
t4y--A-—-temperary---residenr--shaii--be--atiowed--those
deductions-and-the-eredit-under-15-32-109-atiowed-n-reaident
to-the-extent-cthat-such-deductions-or-credie--were--actuaiiy
tncurred--or--expended--in--the--state-of-Montana-during-the
course-of-his-restdencyr
t53--Por-the-purposes-of-this-seecion;—-4Yearned-—-incomed
shati~-be--defined-as-the-same-term-tas-defined-in-seceion-43
of-the--internai--Revenue--gode;--or--as--ehat—-sectien--may
Subsegquentiy-be-amended:
t5+--Notwithstanding—-the~--previsions-of-subsectiona-¢2}
amd-{3};-any-contribution-made-after-Becember—-31;--13827--teo
the--state-—of--Montana--or--a-potitieai-subdiviasion-thereot
shati-be-an-altlowabie-deduction-in-computing-net-tncomes-Fhe
deduckion-ia-subject-to-che-iimieations-sec-foreh-in-section
$76-af-ehe-incernat-Revenue-Code--—of--39%4;—-as--itabeied--or
amended:
¢Fy--Popr--purpases--of-ehis-sectiony-“instcatiment-sates™
means-saies-tn-whicn-the-bnyer-agrees-to-pay-the--setier--+tn

one-or-more-deferred-inascakimentss”
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Section 6. Section 15-30-132, MCA, is amended to read:

"15-30-132. Change from nanresident to resident or vice
versa. If a taxpayer changes his status £rom that of
resident to that of nonresident or from that of nonresident
to that of resident during the taxable year, he shall file a
return covering-the-fraction-of-the-year-during-which-he-was
a--restdent., Phe--exemptions-provided-in-i+5-36-1iZ2-shaii-be
prozated-en-the-ratio--the--Mentana--adjusted--gross——-income
bears--to--federal-—adjusted-grosa-tncome:-A-Montana-citiren
meving-eut-of-the-stater-abandoning—-his--restdence-—-in-—-the
state;--and--estabitahing-—a-residence-eisewhere-must-£fiie-a
return-en-the-fracticnai-bastss If he a4 resideat obtains
employment outside the state witheut-abandeatng-his-Montana
residence, then income from such employment is taxable in
Montana."”

Section 7. sSection 15-30-136, MCA, is amended to read:

®15-30-136. Computation of income of estates or trusts
—— exemption. {l1) Except as otherwise provided in this
chapter, “gross income® of estates or trusts means all
income from whatever source derived in the taxable year,
including but not limited to the following items:

ia} dividends:

{b) interest received ar accrued, including interest
received on obligations cof ancther state or territory or a

county, municipality, district, or other political

-14-
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subdivision thereof, but excluding interest income from
obligations cof:

(i) the UuUnited States government or the state of
Montana;

(i1} a school district; or

(iii) a county, municipality, district, or other
political subdivision of the state;

(c) income from partnerships and other fiduciaries:

(d) gross rents and royalties;

(e) gain from sale or exchange of property, including
those gains that are excluded from gross income for federal
fiduciary income tax purposes by section 641(c) of the
Internal Revenue Code of 1954, as amended;

{f) gross profit from trade or business: and

{g) refunds recovered on federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2} In computing net income, there are allowed as
deductions:

{a) interest expenses deductible for federal ctax
purposes according to section 163 of the Internal Revenue
Code of 1954, as amended;

{b) taxes paid or accrued within the taxable year,
including but not limited to federal income tax, but

excluding Montana income tax;
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{¢}) that fiduciary's portion of depreciaticn or
depletion which is deductible for federal tax purposes
according to sections 167, 611, and 642 of the Internal
Revenue Code of 1954, as amended;

{d) charitable contributions that are deductible for
federal tax purposes according to section 642(¢} of the
Internal Revenue Code of 1954, as amended:

(e} administrative expenses claimed for federal income
tax purpeses, according to sections 212 and 642(g) of the
Internal Revenue Code of 1954, as amended, if such expenses
were not claimed as a deduction in the determination of
Montana inheritance tax;

() losses Erom fire, storm, shipwreck, or other
casualty or from theft, to the extent nct compensated for by
insurance or otherwise, that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 1954, as amended;

{g} net operating loss deductions allowed for federal
income tax under section 642(d) of the Internal Revenue Code
of 1954, as amended, except estates may not claim losses
that are deductible on the decedent's final return:

(h) Montana income tax refunds or tax refund credits.

{3) The following additional deductions shall be
allowed in deriving taxable income of estates and trusts:

(a) any amount of income for the taxable year currently

-16-
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required to be distributed to beneficiaries for such year;

{b) any other amounts properly paid or credited or
required to be distributed for the taxable year:

{c} the amount of 60% of the excess of the net
long-term capital gain over the net short-term capital loss
for the taxable year.

{4) The exemption allowed for estates and trusts is
that exemption provided in 15-30-112(2){a) and
¥5-38-1k2¢6%(6)."

Section 8. Section 15-30-142, MCA, is amended to read:

*15-30-142. Returns and paysent of tax — penalty and
interest -- refunds -- credita. (1) Every single individual
and every married individual not filing a joint return with
nis or her spouse and having a gross income for the taxable
year of more than $1,000, as adjusted under the provisions
of subsecticn (7), and married individuals not filing
separate returns and having a combined gross income for the
taxable year of more than $2,000, as adjusted under the
provisions of subsection (7), shall be liable for a return
to be Eiled on s. n forms and according to such rules as the
department may prescribe. The gross income amounts rveferred
to in the preceding sentence shall be increased by $800, as
adjusted under the provisions of 15-30-112t34-and-t83y (6},
for each addicional personal exemption allowance the

raxpayer is entitled to claim for himself and his spouse
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under 15-30-112(3) and (4). A nonresident shall be required
to file a return if his gross income Eor the taxable year
derived from sources within Montana exceeds the amount of
the exemption deduction he is entitled to claim for himself
and his spouse under the provisions of 15-30-112(2), (3},
and (4)7-as-prorated-according-+o-15-30-12¢63:

(2) In accordance with instructicns set forth by the
department, every taxpayer who is married and living with
husband or wife and is required to file a return may, ac his
or her option, file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for a taxable year, the spouses
may not file separate returns after the time for filing the
return of either has expired unless the department so
consents.

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

(4} All taxpavers, incliuding but not limited ta those
subject to the provisions of 15-30-202 and 15-30-241, shall

compute the amount of income tax payable and shall, at the
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time of filing the return reqguired by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provided, however, the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the amount of income tax as
computed, the taxpayer shall be entitled to a refund of the
excess.

(5] As soon as practicable after the return is filed,
the department shall examine and verify the tax.

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

{(7) By November 1 of each year. the department shall
multiply the minimum amount of gross income necessitating

the filing of a return by the inflation factor for the
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taxable year. These adjusted amounts are effective for that
taxable year, and persons having gross incomea less than
these adjusted amounts are not required to file a return.

(8) 1Individual income tax forms dist;;buted by the

department for each taxable year must contaiﬁﬁinstructions
and tables based on the adjusted base vyear structure for
that taxable year."”

NEW SECTION. Section 9. Effective date. [This act} is
effective on passage and approval.

NEW SECTION. Section 10. Retroactive applicability.
[This act] applies retroactively, within the meaning of

1-2-109, to tax years beginning after December 31, 1931.

-End-
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HOUSE BILL ND. 54

INTRODUCED BY REAM, ELLIOTT

A BILL FOR AN ACT ENTITLED: "“AN ACT REVISING THE METHOD OF
CALCULATING THE INDIVIDUAL INCOME TAXES DUE FROM NONRESIDENT
AND TEMPORARY RESIDENT TAXPAYERS; AMENDING SECTIONS
15-30-101, 15-30-105, 15-30-112, 15-30-122, 15-30--131,
15-310-132, 15-30-135, AND 15-30-142, 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 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
following definitions apply:

(1) “Base vyear structure" means the following elements
of the income tax structure:

{a}) the tax brackets established in 15-30-103, but
unadjusted by subsection {2} of 15-30-103, in effect on June
30 of the taxable year;

{b) the exemptions contained in 15-30~112, but
unadjusted by subseeccions—{7)-and-t8)--of 15-30-112(6), in
effect on June 30 of the taxable year;

{¢) the maximum standard deduction provided in
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15-30-122, but unadjusted by subsection (2) of 15-30-122, in
effect on June 30 of the taxablie year.

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

{3) T"Department™ means the department of revenue.

{4) "Divideng" means any distribution made by a
corporation out of its earnings or profits to its
shareholders or members, whether in cash or in other
property or in stock of the corporation, other than stock
dividends as herein defined. "Stock dividends* means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

{(5) "PFiduciary" 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.

(6) "Foreign country® or “foreign government” means any
jurisdiction other than the one embraced within the United
States, its territories and possessions.

(7) "“Gross income" means the taxpayer's gross income
for federal income tax purposes as defined in section 61 of
the Internal Revenue Code of 1954 or as that section may be

labeled or amended, excluding unemployment compensation
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THIRD READING

AS AMENDED



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

25

HB 005402

included in federal gross income wunder the provisions of
section BS of the Internal Revenue Code of 1954 as amended.

(8) "Inflation factor"” means a number determined for
each taxable year by dividing the consumer price index for
June of the taxable year by the consumer price index for
June, 1980.

{9) “"Information agents" includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagofs of real .or
personal property, fiduciaries, brokers, real estate
brokers, employers, and all officers and employees of the
state or of any municipal corporation or political
subdivision of the state, having the control, receipt,
custody, disposal, or payment of interest, rent, salaries,
wages, premiums, annuities, compensations, remunerations,
emoluments, or other fixed or determinable annual or
periodical gains, profits, and income with respect to which
any person or fiduciary is taxable under this chapter.

(1¢) "Knowingly" is as defined in 45-2-101.

(11) “Net income" means the adjusted gross income of a
taxpayer less the deductions allowed by this chapter.

{12) "Paid", for the purposes of the deductions and
credits under this chapter, means paid or accrued or paid or
incurred, and .the terms “paid or incurred®" and "paid or

accrued" shall be construed according to the method of
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accounting upon the basis of which the taxable income is
computed under this chapter.

(13) “Pension and annuity income® means:

(a) systematic payments of a definitely determinable
amount from a qualified pension plan, as that term is used
in section 401 of the Internal Revenue Code, or systematic
payments received as the result of contributions made to a
qualified pension plan that are paid to the recipient or
recipient's beneficiary upon the cessation of employment ;

(b) payments received as the result of past service and
cessation of employment in the uniformed services of the
United States;

{c) 1lump-sum distributions from pension or
profitsharing plans to the extent that the distributions are
included in federal adjusted gross income;

{d) distributions from individual retirement, deferred
compensation, and self-employed retirement plans recognized
under sections 401 through 408 of the Internal Revenue Code
to the extent that the distributions are not considered to
be premature distributions for Federal income tax purpcses;
or

{e} amounts after cessation of regular employment
received from Fully matured, privately purchased annuity

contracts.

(14) "Purposely” is as defined in 45-2-101.
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(15) "Received®, for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term “received or accrued® shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

{16) "Resident" applies only to natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any person domiciled in the state of
Montana and any other person who maintaing a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

(17) "Taxable income" means the adjusted gross income of
a taxpayer less the deductions and exemptions provided for
in this chapter.

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

(19) “Taxpayer"” includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this

chapter and does not include corporations.*
Section 2. section 15-30-105, MCA, is amended ta read:
*15-30-105. Tax on nonresident -- alternative tax based
on gross sales. (1) A like tax is imposed upon every person

not resident of this state, which tax shall be levied,
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collected, and paid annually at the rates specified in
15-30-103 with respect to his entire net income as-herein
defined-from-ali-property-owned--and--from--every—-businessa;
trade;—-professiony;--sr-sccupation-carried-en-in-this-seate.

After calculating the tax imposed, the tax due and payable

must  be determined based upon the ratio of income earned in

Montana to total income. INTEREST INCOME FROM INSTALLMENT

SALES OF REAL OR TANGIBLE COMMERCIAL OR BUSINESS PROPERTY

LOCATED IN MONTANA IS CONSIDERED INCOME EARNED IN MONTANA.

{(2) Pursuant to the provisions of Article III, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does nct own or rent real
estate or tangible perscnal property within Montana and
whose annual gross vwvolume of sales made in Montana during
the taxable year does not exceed $100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable year. Such tax
shall be in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shall be determined according to the provisions of
Article 1V, sections 16 and 17, of the Multistate Tax

Compact . *

Section 3. Section 15-30-112, MCA, is amended to read:

"15-30-112. BExemptions. (1) Except as provided in
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subseetiona-t?}-and-18} subsection (6), in the case of an
individual, the exemptions provided by subsections (2)
through +¢63 {5} shall be allowed as deductions in computing
taxable income.

(2) (a}) An exemption of §800 shall be allowed for
taxable years beginning after December 31, 1978, for the
taxpayer.

{b) An additional exemption of 5800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of another taxpayer,

{3) (a) An additional exemption of $800 shall be
allowed for taxable years beginning after December 31, 1978,
for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

(b) An additional exemption of $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has attained the age of 65 before
the close of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

(4} (a) An additional exemption of $800 shall be

~7- HB 54
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allowed for taxable years beginning after December 31, 1978,
for the taxpayer if he is blind at the close of his taxable
year.

(b) An additional exemption of $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind and, for the calendar
year in which the taxable vear cof the taxpayer begins, has
no gross income and is not the dependent of another
taxpayer. For the purposes of this subsection (4){b), the
determination of whether the spouse is blind shall be made
as of the close of the taxable year of the taxpayer, except
that if the spouse dies during such taxable year, such
determination shall be made as of the time of such death,

{(c) Por purposes of this subsection (4), an individual
is blind only if his central visual acuity does not exceed
20/200 in the better eye with correcting lenses or if his
visual acuity is greater than 207200 but is accompanied by a
limitation in the fields of wvision such that the widest
diameter of the wvisual field subtends an angle no greater
than 20 degrees.

{5) {(a) An exemption of §800 shall be allowed for
taxable years beginning after December 31, 1978, for each
dependent :

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

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

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

(B) is a student.

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

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

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

{i} is a full-time student at an educational
institution; or

{ii) is pursuing a full-time course of instituticnal
on-farm training under the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a state. For purposes of this

subsection (5){(d){ii), the term "educatiocnal institution"
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means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regularly organized body of students in attendance at the
place where its educaticnal activities are carried on.

t6}--in--—the---case--of-—a--nenresident--taxpayery--the
exemption-deduction-ahaii-be-preorated-according—to-the-raeio
the-taxpayeris-Montana-adjusted-groas-income-—beara——te—-his
federat-adjusted-gqross-incomes

t#}~-FPor--taxabie--yearas--baginning--after-—Becember-3i+
19787 -and-bafore-danuary-3+;-19817-the-ameune—-atltowed--as--na
deduction--in——-subsectiona—+¢24-through-+63-shati-be—adijusted
as-provided-under-section-97-Ehapter-6987-bawa--of--1979—-as
amended-by-seetion-4;-Ehapter-548;-baws-of-198%<

tB¥(6) Por--taxable--years-beginning-afeer-Becember-3%y
19867-+he The department, by November 1 of each year, shall
multiply all the exemptions provided in this section
unadjusted-by-subsection-¢t7} by the inflation factor for
that taxable year and round the product to the nearest $10.
The resulting adjusted exemptions are effective £for that
taxable year and shall be used in calculating the tax
imposed in 15-30-103."

Section 4. section 15-30-122, MCA, is amended tc read:

¥15-30-122. Standard deduction. (1) ia-the--case--of--na
restdent--individuais;-a A standard deducticn equal to 20% of

adjusted gross income shall be allowed if elected by the
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taxpayer on his return. The standard deducticn shall be in
lieu of all deductions allowed under 15-30-121. The maximum
standard deduction shall be $1,500, as adjusted under the
provisions of subsecticn (2), except that in the case of a
single joint return of husband and wife or in the case of a
single individual who gqualifies to file as a head of
household on his federal income tax return, the maximum
standard deduction shall be $3,000, as adjusted under the
provisions of subsection (2). The standard deducticn shall
not be allcwed to either the husband or the wife if the tax
of one of the spouses is determined without regard to the
standard deduction. For purposes of this section, the
determination of whether an individual is married shall be
made as of the 1last day of the taxable year; provided,
however, if one of the spouses dies during the taxable year,
the determination shall be made as of the date of death.

(2} By November 1 of each year, the department shall
multiply the maximum standard deduction feor single returns
by the inflation factor for that taxable year and round the
product to the nearest $10. The atandard deduction for joint
returns and gualified head of household returns shall be
twice the amount for single returns. The resulting adjusted
deductions are effective for that taxable year and shall be

used in calculating the tax imposed in 15-30-103."

Section 5. Ssection 15-30-131, MCA, is amended to read:
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*15-30-131. Nonresident and temporary resident

taxpayers —— adjusted gross income ---deducetiena. ti} In the
case of a taxpayer other than a resident of this state,
adjusted gross income includes the entire amount of adjusted
gross income frem--segress-within-chis-scare-but-shaii-not
inctude~-tncome-from-aAnnurtresy-interest——on——bank--depesitsy
interest—--on---bands;---noateay--sr--ather--ineerest-bearing
ebiigattonay-or-dividends-on-stock-ef-corporationa-excepe-to
the-extent-te-whtch-the-same—shaii-be-a-part-af-income-—-from

any-businessy-trade;-prafessions-sr-secupation-earried-on-in

this-—state as provided for in 15-30-111. #atereat-income

from-instatiment-sates-of-reat--or--tangibie--commerciat——or
business--preperty—-iocated-~in--Montana-must-pe-incinded-in
adjusted-gross-incomes-Adjusted-gross-—inceme--from—-sources
within--and--without--this--astate--shati--be--attocared—-and
apportionsd-under-ruites-praseribed-by-the-departments
t2y--In--the-case-of-a-taxpayer-other-than-a-resident—-of
thin-meate-who-is-a-residene—of-a-state-that-imposes—-a--tax
on-the-tncome-of-naturai-persons-residing-within-that-stace;
the---dedoetions---atiswed---in--computing--net--income--are
restricted-to-those-directiy-connected-with--the—-production
of-Montana-income~
t3y-—~in-—the-case-of-a-taxpayer-other-than-a-resident-of
this-state-who-is-a-resident-of-a-state-that-does-not-impose

a-tax-on-the-income-of-naturai-persens-residing-within--that
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stater——the--deductions--attowed-tn-computing-net-income-are
restrickted-to-the-greater-af-those-directiy-retating-to--the
production-—sf--Montana-rnecome-or-a-prérated-amonne-of-those
atiowed--under--15-38-12is--Por---the---purposes—--of—--this
subsectiany—-deductions-attowed-under-15-36-i21-appiy-onty—to
earned-—income--and--must-be-prorated-according-to-cthe-ratio
thae-the-taxpayeris-—Montana--earned--income--bears--co--his
federat-earned-incomes

t4¥-=A-——temporary-—-resident--shati--be--atlowed—-those
deductions-and-the-credit—under-15-32-185-atrowed-a-reszdent
to-the-extent-that-such-deductions—or-credit--were—-actuatiy
tneurred--or——expended—-in--the--state-of-Montana-during-the
course-cf-his-resideneys

+53--Por-the-purposes-of-this-section;--"earned--incomet
shail--be--defined-as-the-same-term-is-defined-in-section-43
of-the--internak--Revenune--Eodey--or--as--that--section--may
subsequentiy-be-amended-

t6)——-Neotwithstanding--the--provisions—of-subsections—{2}
and-t3y7;-any-contribution-made-after-bDecember-317;--19825--te
the--state--of--Montana—-or--a-potiticat-subdiviston-cherect
shaii-be-an-allowabie-deduction-itn-computing-net-irneemer-Fhe
deduction-is-subject-te-the-timitations-set-forth-itn-secetion
170-0f-che-internai-Revenue-code-—-of--13547--as—-tabeied--or
amended-

t7}--Por--purpeses--of-this-section;-“instaiiment-satest
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means-sates-in-which-the-buyer-agrees-to-pay-the--seiier--tn
one-or-more-deferred-instatimentss”

Section 6. Section 15-30-132, MCA, is amended to read:

"15-30-132. Change from nonresident to resident or vice
versa. If a taxpayer changes his status from that of
resident to that of nonresident or from that of nonresident
to that of resident during the taxable year, he shall file a
return ecovering-the-—fractcion-of-ehe-year—-during-which-he-was
a--resident, Phe-—exemprions-provided-in-15-36-112-shali-be
prorated-on-the-ratio--the--Montans--adjusted—-—gross——income
bears--to—-federai——adjusted-gross-incomes-A-Monetana-citizen
moving-out-sf-the-stater—abandening--his--residence——in-—-the
stacer—-and-—estabiishing--a-residence-eisevhere—must-fite-a
recurn-on-the-fractronat-basts: If he a resident obtains
employment outside the state without-abandening-his-Montana
residence, then income from such employment is taxable in
Montana."

Section 7. Section 15-30-136, MCA, is amended to read:

"15-30-136. Computation of income of estates or trusts
-~ exemption. (1) Except as otherwise provided in this
chapter, "gross income" of estates or trusts means all
income from whatever source derived in the taxable year,
including but not limited to the following items:

{a)} dividends;

(b} interest received or accrued, including interest
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received on obiigations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income from
obligations of:

(i) the United States government or the state of
Montana;

{ii) a school district: or

{iii) a county, municipality, district, or other
political subdivision of the state;

{c) income from partnerships and ather fiduciaries;

(d) gross rents and royalties;

(e) gain from sale or exchange of property, including
those gains that are excluded from gross income for federal
fiduciary income tax purposes by section 641(c) of the
Internal Revenue Code of 1954, as amended;

{(£) gross profit from trade or business; and

{9) refunds recovered on federal income tax, to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

(2) In computing net income, there are allowed as
deductions:

{a} interest expenses deductible for federal tax
purposes according to section 163 of the Internal Revenue
Code of 1954, as amended;

(b) taxes paid or accrued within the taxable year,
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including but not 1limited to federal income tax, but
excluding Montana income tax;

{c) that fiduciary's portion of depreciation or
depletion which is deductible for federal tax purposes
according to sections 167, 611, and 642 of the Internal
Revenue Code of 1954, as amended;

{(d) charitable contributions that are deductible for
federal tax purposes according to section 642(c) of the
Internal Revenue Code of 1354, as amended;

(e) administrative expenses claimed for federal income
tax purposes, according to sections 212 and 642{g} of the
Internal Revenue Code of 1954, as amended, if such expenses
were not claimed as a deduction in the determination of
Montana inheritance tax;

(£) losses from fire, storm, shipwreck, or other
casualty or from theft, to the extent not compensated for by
insurance or otherwise, that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 1954, as amended;

(g) net operating loss deductions aliowed for federal
income tax under section 642(d) of the Internal Revenue Code
of 1954, as amended, except estates may not claim losses
that are deductible on the decedent's final return;

(h) Montana income tax refunds or tax refund credits.

{3) The following additional deductions shall be
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allowed in deriving taxable income cof estates and trusts:

ta) any amount of income for the taxable year currently
required to be distributed to beneficiaries for such year;

{b) any other amounts properly paid or credited or
required to be distributed for the taxable year;

{c) the amount o©f 60% of the excess of the net
long-term capital gain over the net short-term capital loss
for the taxable year.

(4) The exemption allowed for estates and trusts is
that exemption

provided in 15-30-112(2)(a) and

15-36-13¥2¢8%(6)."

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

"15~30-142. Returns and payment of tax -— penalty and
interest -- refunds —— credits. (1) Every single individual
and every married individual not filing a joint return with
his or her spouse and having a gross income for the taxable
year of more than $1,000, as adjusted under the provisions
of subsection (7), and married individuals not £filing
separate returns and having a combined gross income for the
taxable year of more than §2,000, as adjusted under the
provisions of subsection (7), shall be liable for a return
to be filed on such forms and according to such rules as the
department may prescribe. The gross income amcunts referred
to in the preceding sentence shall be increased by $800, as

adjusted under the provisions of 15-30-112¢?}-and-{83 (6),
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for each additional personal exemption allowance the
taxpayer is entitled to claim for himself and his spouse
under 15-30-112(3) and (4). A nonresident shall be required
to file a return if his gross income for the taxable year
derived from sources within Montana exceeds the amount of
the exemption deduction he is entitled to claim for himself
and his spouse under the provisions of 15-30-112{2), (3},
and (4)7-ma-prorated-aceording-te-15-36-312¢+63.

(2) In accordance with instructions set forth by the
department, every taxpayer who is married and living with
husband or wife and is required to file a return may, at his
or her option, file a joint return with husband or wife even
though one of the spouses has neither gross income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect to the tax shall be joint and several. If a
joint return has been filed for a taxable year, the spouses
may not file separate returns after the time Ffor filing the
Teturn of either has expired unless the department so
consents.

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

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

{5) As soon as practicable after the return is filed,
the department shall examine and verify the tax.

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

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

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

NEW SECTION. Section 9. Effective date. [This act] is
effective on passage and approval.

NEW SECTION. Section 10. Retroactive applicability.
[This act] applies retroactively, within the meaning of
1-2-109, to tax years beginning after December 31, 1991.

~End-
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HOUSE BILL NO. 54

INTRODUCED BY REAM, ELLIOTT

A BILL FOR AN ACT ENTITLED: “AN ACT REVISING THE METHOD OF
CALCULATING THE INDIVIDUAL INCOME TAXES DUE FROM NONRESIDENT
AND TEMPORARY RESIDENT TAXPAYERS; RMENDING SECTIONS
15-30-101, 15-30-10S5, 15-30-112, 15-30-122, 15-30~131},
15-30-132, 15-30-136, AND 15-30-142, MCA; AND PROVIDING AN
IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY

DATE. "

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

Section 1. 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
following definitions apply:

{1) "Base vyear structure” means the following elements
of the income tax structure:

{a) the tax brackets established in 15-30-103, but
unadjusted by subsection (2) of 15-30-103, in effect on June
30 of the taxable year;

(b} the exemptions contained in 15-36-112, Dbut
unadjusted by subsections-t7)-end-t8)--of 15-30-112{6}, in
effect on June 30 of the taxable year:

(c} the maximum standard deduction provided in
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15-30-122, but unadjusted by subsection (2} of 15-30-122, in
effect on June 30 of the taxable year.

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

(3) “Department"” means the department of revenue.

(4) "Dividend® means any distribution made by a
corporation out of its earnings or profits to its
shareholders or members, whether in cash or in other
property orf in stock of the corporation, other than stock
dividends as herein defined. "Stock dividends® means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previocus holdings.

(5) "Fiduciary" means a quardian, trustee, executor,
administrator, receiver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

(6) “Foreign country" or “"foreign government" means any
jurisdiction other than the one embraced within the United
States, its territories and possessions.

(7) "Gress income™ means the taxpayer's gross income
for federal income tax purposes as defined in section 61 of
the Internal Revenue Code of 1954 or as that section may be

labeled or amended, excliuding unemployment compensation
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included in federal gross income under the provisions of
section B85 of the Internal Revenue Code of 1954 as amended.

{8) ™“Inflation factor” means a number determined for
each taxable year by dividing the consumer price index for
June of the taxable year by the consumer price index for
June, 1980.

{9}y "Information agents” includes all individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagers of real or
personal property, fiduciaries, brokers, real estate
brokers, employers, and all officers and employees of the
state or of any municipal corporation or political
subdivision of the state, having the control, receipt,
custody, disposal, or payment of interest, rent, salaries,
wages, premiums, annuities, compensations, remunerations,
emoluments, or other fixed or determinable annual or
periodical gains, profits, and income with respect to which
any person or fiduciary is taxable under this chapter.

(10) "Knowingly" is as defined in 45-2-101.

{11) “"Net income® means the adjusted gross income of a
taxpayer less the deductions allowed by this chapter.

{12) "Paid”, for the purposes of the deductions and
credits under this chapter, means paid or accrued or paid or
incurred, and the terms "paid or incurred” and "paid or

accrued” shall be construed according to the method of
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accounting upon the basis of which the taxable income is
computed under this chapter.

{13) "Pension and annuity income" means:

{a} systematic payments of a definitely determinable
amount from a gqualified pension plan, as that term is used
in section 401 of the Internal Revenue Code, oI systematic
payments received as the result of contributions made to a
gualified pension plan that are paid to the recipient or
recipient's beneficiary upon the cessation of employment;

(b} payments received as the result of past service and
cessation of employment in the uniformed services of the
United States;

(c} lump-sum distributicns from pension ar
profitsharing plans to the extent that the distributions are
included in federal adjusted gross income;

{d) distributions from individual retirement, deferred
compensation, and self-employed retirement plans recognized
under sections 401 through 408 of the Internal Revenue Code
to the extent that the distributions are not considered to
be premature distributions For federal income tax purposes;
or

{e} amounts after cessation of regular employment
received from fully matured, privately purchased annuity

contracts.

{14) "Purposely" is as defined in 45-2-101.
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(15) "Received", for the purpose of computation of
taxable income under this chapter, means received or accrued
and the term "received or accrued" shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

(16} "Resident" applies only to natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any person domiciled in the state of
Montana and any other person who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

(17) "Taxable income"” means the adjusted gross income of
a taxpayer less the deductions and exemptions provided for
in this chapter.

{18} "Taxable year" means the taxpayer's taxable year
for federal income tax purposes.

(19) "Taxpayer™ includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this

chapter and does not include corpcrations.”
Section 2. section 15-30-105, MCA, is amended to read:
¥15-30-105. Tax on nonresident -- alternative tax based
cn gross sales. (1) A like tax is imposed upon every person

not resident of this state, which tax shall be levied,
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collected, and paid annually at the rates specified in
15-30-103 with respect to his entire net income as-herein
defined-frem-ali-property-owned--and--from--every--businesss
trader-—-profeasion;—-or-sccupation-carried-on-in-this-state.

After calculating the tax imposed, the tax due and payable

must be determined based upon the ratio of income earned in

Montana to total income. INTEREST INCOME FROM INSTALLMENT

SALES OF REAL OR TANGIBLE COMMERCIAL OR BUSINESS PROPERTY

LOCATED IN MONTANA IS CONSIDERED INCOME EARNED IN MONTANA.

(2) Pursuant to the provisions of Article III, section
2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
consists of making sales and who does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana during
the taxable year does not exceed §100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable year. Such tax
shall be in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shall be determined according to the provisions of
Article IV, sections 16 and 17, of the Multistate Tax

Compact ."

Section 3. sSection 15-30-112, MCA, is amended to read:

"15-30-112. Exemptions. (1) Except as provided 1in
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subsections-¢?-and-t8} subsection (6), in the case of an
individual, the exemptions provided by subsections (2)
through +¢63 {5) shall be allowed as deductions in computing
taxable income.

{2) {a) An exemption of $800 shall be allowed for
taxable years beginning after December 31, 1978, for the
taxpayer.

(b) An additional exemption o0f $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of Lthe taxpayer if a separate return is made by the
taxpayer and if the spouse, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income
and is not the dependent of another taxpayer.

{3} (a) An additional exemption of $800 shall be
allowed for taxable years beginning after December 31, 1978,
for the taxpayer if he has attained the age of 65 before the
close of his taxable year.

{b} An additional exemption of $800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse has attained the age of 65 before
the close of such taxable year and, for the calendar year in
which the taxable year of the taxpayer begins, has no gross
income and is not the dependent of another taxpayer.

(4) {a) An additional exemption of §800 shall be
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allowed for taxable years beginning after December 31, 1978,
for the taxpayer if he is blind at the close of his taxable
year.

(b) An additional exemption of §800 shall be allowed
for taxable years beginning after December 31, 1978, for the
spouse of the taxpayer if a separate return is made by the
taxpayer and if the spouse is blind and, for the calendar
year in which the taxable year of the taxpayer begins, has
no gross income and is not the dependent of another
taxpayer. For the purpocses of this subsection {4)(b), the
determination of whether Lhe spouse is blind shall be made
as of the close of the taxable year of the taxpayer, except
that if the spouse dies during such taxable year, such
determination shall be made as of the time of such death.

{c) For purposes of this subsection (4), an individual
is blind only if his central wisual acuity does not exceed
207200 in the better eye with correcting lenses or if his
visual acuity is greater than 20/200 but is accompanied by a
limitation in the fields of vision such that the widest
diameter of the visual field subtends an angle no greater
than 20 degrees.

{5) {a) An exemption of $800 shall be allowed for
taxable years beginning after December 31, 1978, for each
dependent:

(i) whose gross income for the calendar year in which
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the taxable year of the taxpayer begins is less than $B800;
or

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

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

(B) is a student.

{b) No exemption shall be allowed under this subsection
for any dependent who has made a joint return with his
spouse for the taxable year beginning in the calendar year
in which the taxabie year of the taxpayer begins.

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

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

dent" means an individual who, during each of 5 calendar
months during the calendar year in which the taxable year of
the taxpayer begins:

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

(ii) is pursuing a full-time course of institutional
on-farm training under the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a state. For purposes of this

subsection (5)(d)(ii), the term "educational institution"
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means only an educational institution which normally
maintains a regular faculty and curriculum and normally has
a regularly organized body of students in attendance at the
place where its educational activities are carried on.

t6y-—In---the---case--of--a--nenresident--taxpayer; —the
exemption-dednetion-shali-be-prerated-acearding-to-the-ratio
the-taxpayeris-Mentana-adjusted-gross-income--bears--to--his
federat-adynated-qroas-incomes

t73--Por-—taxable--yearas--beginning--after—-Becember-31;
19787-and-before-January-1;-1983;-the-amount--atiowed--as—-a
deduction-—in-—subsectiona-t2y-through-t6)-shati-be-adjusted
as-provided-under-secetion-9;-Ehapter-698;-baws--of--1973--an
amended-by-sectien-47-€hapter-5487-Ebaws-of-1981~

{8}(6) For--taxabie--years-beginning-after-Becember-3i5;
+3887-¢he The department, by November 1 of each year, shall
multiply all the exemptions provided in this section
anadjusted-by-subseetton—-{?% by the inflation factor for
that taxable year and round the product to the nearest $10.
The resulting adjusted exempticns are effective for that
taxable year and shail be used in calculating the tax
imposed in 15-30-103."

Section 4. Section 15-30-122, MCA, is amended to read:

"15-30-122. Standard deduction. (1} in-the--caae—-of--a
restdent--individuals;-a A standard deduction equal to 20% of

adjusted gross income shall be allowed if elected by the
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taxpayer on his return. The standard deduction shall be in
lieu of all deductions allowed under 15-1306-121. The maximum
standard deduction shall be $1,500, as adjusted under the
provisions of subsection (2}, except that in the case of a
single Jjeoint return of husband and wife or in the case of a
single individual who qualifies to file as a head of
household on his federal income tax return, the maximum
standard deduction shall be $3,000, as adjusted under the
provisions of subsection (2. The standard deduction shall
not be allowed to either the husband or the wife if the tax
of one of the spouses is determined without regard to the
standard deduction. For purposes of this section, the
determination of whether an individual is married shall be
made as of the last day of the taxable year; provided,
nowever, if one of the spouses dies during the taxable year,
the determination shall be made as of the date of death.

(2) By November 1 of each year, the department shall
multiply the maximum standard deduction for single returns
by the inflation factor for that taxable year and round the
product to the nearest $10. The standard deduction for joint
returns and qualified head of household returns shall be
twice the amount for single returns., The resulting adjusted
deductions are effective for that taxable year and shall be

used in calculating the tax imposed in 15-3{-103."

Section 5. section 15-30-131, MCA, is amended to read:
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®"15-30-131. Nonresident and temporary resident

taxpayers -- adiusted gross income --—deductiens. {3} In the
case of a taxpayer other than & resident of this state,
adjusted gross income includes the entire amount of adjusted
gross income from--souress-within-ehia-seate-but-shaii-not
inciunde-tncome-Erom-annuitiesy-interest--on--bank--deposits;
interest---on---bonds;-—-neees;--or--cther--intereat-bearing
ocbirgations;-er-dividends-on-stock-of-corporations-except-to
the-extent-to-which-the-same-shati-be-a-part-sf-income--from

any-businessr-trades-professiony-or-sccupation-earried-on-in

this-—-stete as provided for in 15-30-111. #aterest-income

from—instaliment-sales-of-real--or--tangibite--commerciat--ar
business--property--isecated--in--Montana-must-be-inciuded-in
adjusted-gross-incomer-Adjusted-gross——income--Erom——sources
within-—and--without--this--state--shati--be-—-attocated--and
apportioned-under-rutes-prescribed-by-the-departments
t2t-—-in-~the-cuase-af-a-taxpayer-other-than-a-res:rdent-of
this~srtate-who-ts-a-renident-ocf-a-state-+that-imposes--a--tax
en-the-itncome-of-naturat-persons-residing-within-that-acater
the--~-deduetions---aitowed-~~in--computing--net--income—-are
restricted-to-those-directiy-connected-with—--the--prodaction
af-Montana-tncomer
£31—-In-—the-case-of-a-taxpayer-other-than-a-resident-of
this-state-whoa-ia-a-resident-of-a-seate-that-does—not-impose

a-tax-on-the-income-of -naturei-persons-residing-within--that
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stater--the--deductions--atiowed-in-computing-net-income-are
reastricted-to-the-greater-of-those-directiy-retating-to--the
preduction--cf--Mantana-income-ar-a-prorated-ameant-of-these
attowed--under--15-38-12¢:--Por---the---purpeses-—--of---this
subsection;-deductions-atlowed-under-15-36-12i-appty-oniy-te
earned--income--and--must-be-prorated-aceording-to-the-ratice
that-the-taxpayeris--Mentana--earned--income—-bears——to--his
federal-earned-income:

f4y--A---temporary---resident--ashait--be--atlewed--those
deductions-and-the-credit-under-35-32-189-attowed-a-resident
to-the-extent-that-such-deductions-or-credit--were-—actuatiy
incurred--or--expended--in--the--state-of-Montana-during-the
course-of-his-restdencys

+594--For-the-purpeses-of-thias-sectiony—-%earned--incomet
shati--be--defined-as-the-same-term-is-defined-in-section-43
of-the-—internal--Revenue--€ade;--or--as--that--section--may
spbsegquentiy-be-amendeds

t63--Notwithatanding--the--provisions-of-subsections-¢24
and-t33r-any-contribneion-made-after-Becember-3t;--1982;--¢to
the--stace--af-—Montana--er--a-peisticat-subdiviston-thereof
shati-be-an-aitiowabte-deduction-in-compueing-net-income-Fhe
deduction-is-subject-to-the-iimitations—set-forth-in-section
178-of-the-fnternal-Revenus-Eode--af--1954;--as-—-tabeisd-—-or
amendeds

t7+--Por--purpoaes—-af-this-section;-Yinstaiiment-sateas
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means-sates-in-which-the-buyer-agrees-to-pay-the--setter--in
ene-or-more-deferred-inatatiments:”

Section 6. Section 15-30-132, MCA, is amended to read:

"15-30-132. Change from nonresident to resident or vice
vergsa. If a taxpayer changes his status from that of
resident to that of nonresident or from that of nonresident
to that of resident during the taxable year, he shall file a
return covering-the-fraction-of-the-year-during-which-he-was
a--resident. Phe--exemptions-provided-in-15-36-1i2-shatt-be
proerated-on-the-ratis—-the—-Montana--adjusted——-4grass--income
bears--to--federai--adjusted-grosa-incomes-A-Montana-citizen
roving-cut-of-the-stater-abandening--hits--residence--in-—the
stater--and--estabtishing--a-residence-elsewhere-must-fite-a
return-on-the-fractionat-basis: If he a resident obtains
employment outsSide the state without-abandening-his-Mentana

residence, then income from such employment is taxable in

Montana."

Section 7. section 15-30-136, MCA, is amended to read:

*15-30-136. Computation of income of estates or trusts
-- exemption. {1} Except as otherwise provided in this
chapter, "gross income" of estates or trusts means all
income from whatever source derived in the taxable vear,
including but not limited to the following items:

{(a) dividends;

(b) interest received or accrued, including interest
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received on obligations of another state or territory or a
county, municipality, district, or other political
subdivision thereof, but excluding interest income from
obligations of:

(i) the United 3States government or the state of
Montana;

(ii) a school district; or

tiii) a county, municipality, district, or cther
political subdivision of the Lcate;

{c) income from partnerships and other fiduciaries;

{d) gross rents and royalties;

fe} gain from sale or exchange of property, including
those gains that are excluded from gross income for federal
fiduciary income tax purposes by section 641{c) of the
Internal Revenue Code of 1954, as amended:

{f£) gross profit from trade or business; and

(g) refunds recovered on federal income tax, to the
extent the deduction of such tax reasulted in a reduction of
Montana income tax liability.

(2) 1In computing net income, there are allowed as
deductions;

{a) interest expenses deductible for federal tax
purposes according to section 163 of the 1Internal Revenue
Code of 1954, as amended:

(b) taxes paid or accrued within the taxable year,
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including but not limited to federal income tax, but
excluding Montana income tax;

{c) that fiduciary's portion of depreciation or
depletion which 1is deductible for federal tax purposes
according to sections 167, 611, and 642 of the TInternal
Revenue Code of 1954, as amended;

{d) charitable contributions that are deductible for
federal tax purposes according toc section 642(c) of the
Internal Revenue Code of 1954, as amended;

(e) administrative expenses claimed for federal income
tax purposes, according to sections 212 and 642{g} of the
Internal Revenue Code of 1954, as amended, if such expenses
were not claimed as a deduction in the determination of
Montana inheritance tax:

(£) 1loases from fire, storm, shipwreck, or other
casualty or from theft, to the extent nct compensated for by
insurance or otherwise, that are deductible for federal tax
purposes according to section 165 of the Internal Revenue
Code of 1954, as amended;

{9} net operating loss deductions allowed for federal
income tax under section €42{d) of the Internal Revenue Code
of 1954, as amended, except estates may not claim losses
that are deductible on the decedent's final return;

{h) Montana income tax refunds or tax refund credits,

{3) The following additional deductions shall be
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allowed in deriving taxable income of estates and trusts:

{a} any amount of income for the taxable year currently
required to be distributed to beneficiaries for such year;

{b} any other amounts properly paid or credited or
required to be distributed for the taxable year;

(cy the amount of 60% of the excess of the net
long-term capital gain over the net short-term capital loss
for the taxable year.

{4) The exemption allowed for estates and trusts is
that exemption

provided in 15-30-112(2)(a) and

$5-38-3232¢0%(6)."

Section B. Section 15-3D-142, MCA, is amended to read:

"15-30-142. Returns and paymeat of tax -- penalty and
interest -- refunds -- credits. (1) Every single individual
and every married individual not Ffiling a joint return with
his or her spouse and having a gross income for the taxable
year of more than $1,000, as adjusted under the provisions
of subsection (7}, and married individuals not filing
separate returns and having a combined gross income for the
taxable year of more than $2,000, as adjusted under the
provisions of subsection {7), shall be liable for a return
to be filed on such forms and according to such rules as the
department may prescribe. The gross income amounts referred
to in the preceding sentence shall be increased by $800, as

adjusted under the provisions of 15-30-112¢(7%-and-{8) (6},
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for each additional personal exemption alliowance the
taxpayer is entitled to claim for himself and his spouse
under 15-30-112(3) and (4). A nonresident shall be reguired
to file a return if his gross income for the taxable year
derived from sources within Montana exceeds the amount of
the exemption deduction he is entitled to claim for himself
and his spouse under the provisions of 15-30-112(2), (3},
and {(4)r-eaa-prorated-accerding-to-15-34-3312+6%.

{2} In accordance with instructions set forth by the
department, every taxpayer who is married and living with
husband or wife and is required to file a return may, at his
or her option, file a joint return with husband or wife even
though one of Lthe spouses has neither gross income nor
deductions. If a joint return is made, the tax shall be
computed on the aggregate taxable income and the liability
with respect tc the tax shall be jeint and several. If a
Joint return has been filed for a taxable year, the spouses
may not file separate returans after the time for filing the
return of either has expired wunless the department so
consents.

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

{4) All taxpayers, including but not limited to those

-18- HB 54



w

L - - - B - ]

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

HB 0054/02

subject to the provisions of 15-30-202 and 15-30-241, =shall
compute the amount of income tax payable and shall, at the
time of filing the return reguired by this chapter, pay to
the department any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
and/or any payment made by reason of an estimated tax return
provided for in 15-30-241; provided, however, the tax so
computed is greater by $1 than the amount withheld and/or
paid by estimated return as provided in this chapter. If the
amount of tax withheld and/or payment of estimated tax
exceeds by more than $1 the amount of income tax as
computed, the taxpayer shall be entitled to a refund of the
excess.

{5) As socon as practicable after the return is filed,
the department shall examine and verify the tax.

(6) If the amount of tax as verified 1is greater than
the amount theretofore paid, the excess shall be paid by the
taxpayer to the department within 60 days after notice of
the amount of the tax as computed, with interest added at
the rate of 9% per annum or fraction thereof on the
additicnal tax. In such case there shall be no penalty
because of such understatement, provided the deficiency is
paid within 60 days after the first notice of the amount is
mailed to the taxpayer.

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

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

that taxable year."

NEW SECTION. Section 9. Effective date. [This act] is

effective on passage and approval.

NEW SECTION. Section 10. Retroactive applicability.
[This ack)] applies retroactively, within the meaning of
1-2-109, to tax years beginning after December 31, 1991.

-Bnd-
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