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BILL NO.~ 

INTRODUCED BY ~ 
A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHOD OF 

CALCULATING THE INDIVIDUAL INCOME TAXES DUE FROM NONRESIDENT 

AND TEl-!PORARY RESIDENT TAXPAYERS; AMENDING SECTIONS 

15-30-101, 

15-30-132, 

15-30-105, 15-30-112, 15-30-122, 15-30-131, 

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 MONTANA: 

Section 1. Section 15-30-101, MCA, is amended to read: 

•is-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required -by the context, 

following definitions apply: 

the 

tl) ''Base year structure'' means the following elements 

of the income tax structure: 

[a) the tax brackets established 1n 15-30-103, but 

unadjusted by subsection (2) of 15-30-103, in effect on June 

30 of the taxable year; 

i ~) tne exernpticr.s contained in 15-30-112, but 

_1r.a.d := ·..:.s".:.ed oy ~tte~eet:1:on~-t::,t-e:"e-+et--of l 5-30-l l 2 ill, 

e~~ecc :~ J~~e 30 ~t :~e taxable year; 

:n 

IC) t~e r:1ax1mum standard ded'..lct ion pr~v1ded .:.:i 

~n> '"'"-'·•• counrn 
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15-30-122, but unadjusted by subsection [2) of 15-30-122, 

effect on June 30 of the taxable year. 

in 

(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, whet.her in cash or ir. 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) ''Fiduciaryd means a guardian, trustee, executor, 

administrator, receiver, conservator, or a(,y person, whether 

1ndividual or corporate, acting in any f~duciary capacity 

for any person, trust, or estate. 

(6) "Foreign country'' or ''foreign government'' means any 

jurisdi~t:vn other than the one embraced within the United 

States, its territories and possessions. 

( 7) ''Gross income'' means the taxpayer's gross income 

tvr :ederal income tax purposes as defined in secticn 61 cf 

t ht• :nern..il Re 1.:e:111e Cede ~E :.:;15.; ::ic a.s tt"-,at: ~c:c.-_:_.:___-:;. :.;ay ::e 

iJbt•led or amend~d. excluding unemp:cy:1ient c=~pe~saticn 

-2- \-\~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) ''Inflation factor" means a number determined for 

each taxaoie year by dividing the consumer price index for 

JG~e ~~ :he taxab:e year by the consumer price i~dex for 

June, :.9s1J. 

(3') ''lnformaticn ager.ts" 

corporations, associaticr.s, 

inc1._'...ldes all 

and partnerships, 

individuals, 

in whatever 

capacity acting, includ:r.g lessees or mortgagors 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) 11 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 11
, 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 11 and ''paid or 

accrued 11 shall be construed according to the method of 

-3-
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accounting upon the basis of which the taxable income is 

computed under tnis chapter. 

(13) ''Pension and annuity inccme'' means: 

(a) systematic payments of a defi~~tely determinable 

amcunt f~om a q~alif:ed pensic~ p~a~, as that term is used 

in secti~n ~01 of the rnter~al RevenJe Code, or systemacic 

payments received as the res~l~ of ~ontrib11:ions made to a 

qualified pension plan that are pa:d to the recipient er 

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 Stat.es; 

(c} lump-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 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. 

-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 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 Eor 

in this cnapter. 

(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. 1
' 

Section 2. Section :S-30-105, ~CA, is amended to read: 

"15-30-105. Tax on nonresident -- alternative tax based 

on gross sales. ::~e :dx is imposed ~pon every r,erscn 

:-:.-:,:: ~~sidenc of c~1s state, which cax 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-here¼n 

deiined-frem-al½-preperty-ewfted--a~d--trom--e•ery--bttsiness, 

trafte,--prefess±on,--or-eeettpa~ion-e8rried-oft-tft-this-st8te. 

After calculating the tax imposed, the tax due and payable 

must be determined based uEon 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 retur~ and whose cnly 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 :v, sections 16 and 17, of the Multistate Tax 

Compact." 

Section 3. Secti~n :5-30-112, MCA, is amended t~ read: 

"15-30-112. Exemptions. Ii l Excepc as pr=~~ded i~ 

::,tjl:l~eet'!"e~.~-~•4.-al"":0-rBt s·....:.osec:._L~_r. Lil_, 1r-. ::::---,e ,-:.ci.se a" 

lndividual, the exempt:o~s provided oy s~ose2c~~ns I 2) 

-D-
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through t6t ill_ shall be allowed as deductions in computing 

taxable income. 

12) (a) An exemption of $800 shall be allowed for 

taxable years beginning after December 31, 1978, for the 

taxpayer. 

{b) An acidit:onal exemption of $800 sha:1 be a~lQ~ed 

for taxable years beginning after December 31, 1~78, 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, 

far 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. 

14) (a) An additional exemption of $800 shall be 

allowed tor 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 1s made by the 

taxpayer and if the spouse is bli~d and, for the calendar 

year in which the taxable year of the taxpayer begins, has 

no gross income and i5 not the dependent of another 

taxpayer. For the purposes of this subsection (J)(b), the 

determination of whether the spouse is blind shall be made 

as of the close of the taxable year of the taxpayer, except 

that if the spouse dies during such taxable year, such 

determination shall be made as of the time of such death. 

(c) For purposes of this subsection (4), an individual 

is blind only if his central visual acuity does not exceed 

20/200 in the better eye with correcting lenses or if his 

visual acuity is greater than 20/200 but is accompanied by a 

limitation in the fields of vision such that the widest 

diameter of the visual field subtends an angle no greater 

than 20 degrees. 

(5) (a) An exemption of $800 shall be allowed fo< 

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) 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 15)(a)lii), 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)IB), the term 

"student 11 means an individual who, during each of 5 calendar 

months during the calendar year in which the taxable year of 

the taxpayer begins: 

Ii l is a fu 11-t ime 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 "educationdl institution'' 

~eans ~nly an ed~cational institutic~ .. ·h L er. normally 

~aintains a regular Eaculty and curriculJm dnd ~ormaiiy has 

-9-
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a regularly organized body of students in attendance at the 

place where its educational activities are carried on. 

t6t--fn---the---eaee--er--a--nenresideftt--taxpayer7--the 

exemption-dedttetion-sha¼¼-be-prorated-aeeord¼ng-to-tfte-ratio 

~he-tax~ayeri9-Mofttana-adjus~ed-qross-~neeffle--bears--te--his 

federa¼-adjttsted-gross-¼neeffleT 

t~t--Per--~a~ab¼e--years--beg¼nn¼ng--efter--Beeember-3¼, 

i9i8,-and-befe~e-Janttary-l,-¼98¼7-tfte-amottftt--a½¼ewed--as--a 

dedttetion--in--sttbeeet¼ons-tit-thPottgh-t6t-shall-be-ad;ttsted 

~9-~revided-tt"der-~eetio"-9,-€~apter-698,-baws--o£--¼9~9--as 

emended-by-seetion-4,-Ehapter-548,-baws-ef-¼98¼• 

tBtl.§1_ eor--taxab¼e--years-beg¼nn¼n~-efter-Beeember-3%, 

¼988,-the The department, by November l of each year, 

multiply all the exemptions provided in this 

shall 

section 

ttnad;asted-by-sabseetion-t7t 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. (1) ~~-~he--ea9e--0E--a 

~e~~de"t--±nd~vidtte¼,-a ~ standard deduction equal to 20% of 

adjusted gross income shal: be allowed if e~ected by the 

taxpayer an his rec~r~. :h~ s~a~dard cec~ct_c~ s~all be ~~ 

~1eu of all deductia~s a~:=wed ~nder 15-30-:2:. The maximum 

-10-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0100/01 

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 individLlal who qualifies to file as a head of 

ho~sehold on nls 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 du[ing 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 standa[d 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 incoae ---dedttet±ens. trt In the 

-11-
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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 f~effl--~ett~ees-w±th¼n-tft¼s-state-bct-shaii-"oe 

±ne¼ttde-±neome-from-ann~±t±es7-±ftterest--on--bank--depesits, 

±~terest---on---eond9,---note9,--or--oeher--±nterest-bear~nq 

ob¼i9at±ons,-or-d¼~~dend9-on-stoe~-or-eorporat±one-exeept-to 

the-extent-to-wnie~-~~e-9eme-sfta¼i-be-a-part-e£-±neome--£rom 

any-btts±ness,-t~ade,-profess±on,-or-oeettpet±on-earried-on-±n 

t"is--state as provided for in 15-30-ill. ~nterest-ineome 

£rom-±nsta¼¼ment-saies-ef-reai--or--tan9ib¼e--eoffllftere±a¼--er 

htt~±ness--property--ioeated--in--Montana-mttst-be-±ne¼ttded-±n 

ad;ttsted-gross-±neeme,-ACjttseed-gross--ineome--from--eo~rees 

w¼th±n--and--w±thottt--th±s--state--sfta¼¼--be--a¼¼oeated--and 

appertioned-~nder-rtt¼es-prescr±bed-by-the-department. 

tit--Yn--tfte-ease-ef-a-taxpayer-other-than-a-res¼dent-0£ 

th±s-state-who-±s-a-res±dent-or-a-~tate-that-*mpeses--a--tax 

en-the-ineeffle-e£-natttra%-persons-res*ding-withi"-that-state, 

the---dedttetions---a¼¼owed---in--eomptttinq--net--ineome--are 

restr±cted-to-those-direet¼y-eennected-with--the--preduetien 

0£-Montana-i~eemeT 

t3t--Tn--the-ease-e!-a-taxpayer-other-than-a-res±dent-er 

th¼s-state-who-is-a-resident-ef-a-state-that-dees-not-±mpese 

a-tax-on-the-ineome-0£-natttra¼-pe~sons-residinq-within--that 

state,--the--dedttet±ons--e¼½ewed-±n-eompttting-net-ineome-are 

restricted-to-the-greater-0£-these-~±~eet½y-re¼ating-te--the 

-12-
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preduetion--o£--Montana-income-er-a-prerated-ame~nt-e£-tftese 

a¼¼owed--ttnder--¼5-~8-¼i¼T--Por---the---pttrpeses---of---th¼s 

sttbseetion,-dedttetions-al¼oved-ander-¼5-36-¼i¼-app¼y-only-te 

earned--ineome--and--must-be-prorated-8eeordinq-to-the-ratio 

that-the-taxpayer~s--Montana--earned--ineome--bears--to--his 

£edera¼-earned-ineome~ 

t4t--A---temporary---residen~--sha¼¼--~e--a¼¼owed--those 

deduetions-and-the-eredit-ttnder-¼5-3%-¼89-a¼¼owed-a-resident 

te-the-extent-that-stteh-dedttctions-er-eredit--Were--aetttally 

incttrred--or--expended--in--tfte--state-0£-Montana-during-the 

eottrse-0£-his-resideney. 

tSt--Por-the-purposes-of-this-seetienT--•earfted--½neeme• 

shai¼--be--de£ined-as-tfte-same-term-±s-deiined-±n-section-43 

o£-the--¼nterne¼--Reyentte--eede7--or--as--that--seet¼on--fflay 

sttbseqttent½y-be-amendeda 

t6t--Notw¼thstanding--the--p~eY¼s±ens-er-sttbseetions-tit 

and-t3t,-any-eentr¼bttt¼en-l!ltlde-arte~-9eeember-3¼7--¼98t,--to 

t~e--state--el--Mentana--or--a-po¼it±ca¼-sttbd±v±s±en-thereor 

9ftali-be-an-a¼¼owab¼e-deduetion-in-eeffl~ttting-net-ineomea-The 

dedttet±on-±s-subjeet-to-the-i¼ffl±tat±ens-set-~orth-±n-sect±en 

i19-e£-t~e-fnterna¼-Reventte-€ede--o£--l9547--as--¼abe¼ed--or 

amended. 

tTt--~or--pttr~oses--0£-tn±s-sect±on7-u¼nstalifflent-saiesu 

means-~eies-~n-wn±ch-~he-b~ye~-a9rees-te-pay-the--~ei±er--±n 

one-or-mo~e-de£erred-±nstai~fflents•'' 
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Section&. section 15-30-132, MCA, is amended to read: 

•is-30-132. Change froa 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 eovering-~he-£raetien-of-the-year-dttr¼n~-wftieft-he-was 

a--res¼dent. ~he--exemptions-provided-¼n-½5-38-¼ii-sha¼¼-be 

prerated-en-the-ratio--the--Montana--adj~sted--gross--¼fteeme 

bears--to--£edere¼--adjttsted-~ross-incomeT-A-Mentana-e¼tizen 

mev¼ng-ettt-ef-the-state,-abandon±ng--h¼s--residenee--in--the 

state,--and--estab¼±sh±ng--a-~esidenee-elsewhere-mttst-£i½e-a 

retttrfl-on-the-£reet¼ona¼-has¼s~ If he a resident obtains 

employment outside the state without-abandoning-his-Montana 

residenee, then income from such employment is taxable in 

Montana." 

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

•is-30-136. Computation of income of estates or trusts 

exemption. (l) 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; 

lb) interest received or 3ccrued, including interest 

received ~n obligaticns of ancther state o~ territcry or d 

county, municipality, district, oc ether political 

-H-
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subdivision thereof, 

obligations of: 

but excluding interest income from 

( i) the United 

Montana; 

States government or the state of 

(ii) a school district; or 

(iii) a county, municipality, 

political subdivision of the state; 

district, or other 

(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 64l(c) of the 

Internal Revenue Code of 1954, as amended; 

tf) 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; 
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of depreciation or 

federal tax purposes 

642 of the Internal 

(d) charitable contributions that are deductible for 

federal tax purposes according to 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; 

(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 1954, as amended; 

(g) net operating loss deductions allowed for federal 

income tax under section 642(d) of the Internal Revenue Code 

of 1954r 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 
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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 

i5-39-iiit8tfil-" 

Section 8. 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 s~ ~ forms and according to such rules as the 

department may prescribe. The gross income amounts referred 

co in the preceding sentence shall be increased by $800, as 

adjusted under the provisions of 15-30-112t1t-a"d-t8t ill, 

f::ir each 

taxpayer 

additional 

i.s entitled 

personal exemption allowance the 

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 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-proraeed-aeeord¼ft~-eo-¼5-,8-¼izt6t: 

(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 for filing the 

return of either has expired unless the department so 

consents. 

(J) If any such taxpayer is unable to make his own 

return, the return shall be made by a duly authorized agent 

or by a guardian or other person charged with the care of 

the person or property of such taxpayer. 

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

subject to the provisions of 15-30-202 and 15-30-241, shall 

compute the amount of income tax payable and shall, at the 
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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 

prov:.ded for i:1 15-30-241; provided, however, the tax s..J 

ccmp;J.ted is ~reater 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 a~ter the return is filed, 

the department shall examine and verify the tax. 

14 (6) If the amount of tax as verified is greater than 

15 the amount theretofore paid, the excess shall be paid by the 

16 taxpayer to the department within 60 days after notice of 

17 the amount of the tax as computed, with interest added at 

18 the rate of 9\ per annum or fraction thereof on the 

19 additional tax. In such case there shall be no penalty 

20 because of such understatement, provided the deficiency is 

21 paid within 60 days after the first notice of the amount is 

22 mailed to the taxpayer. 

23 (7) By November l of each year, the department shall 

24 

25 

multiply the minimum amount of 

the filing of a return by 
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taxable year. These adjusted amounts are effective Eor 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 jn the adjusted oase year strucLure 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, ~991. 

-End-
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In compliance with a written request, there is hereby submitted a Fiscal Note for HB0054. as introduced. 

DESCRIPTION OP PROPOSED LEGISLATION: 

An act rev1s1ng 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 (MOOR). 
4. None of this increase in liability on part-year and nonresidents will be paid through extension filings; all of the 

increase will be paid within fiscal year 1993. 

FISCAL IMPACT; 

Revenues; 

Individual Income Tax 

Distribution; 
General Fund 
School Bqualization 
Debt Service 

Expenditures; !General Fundl 

Current Law 
$336,752,000 

211,480,000 
95,974,000 
29,298,000 

PY1993 
Proposed Law 
$339,952,000 

213,490,000 
96,886,000 
29,576,000 

Change 
$3,200,000 

2,010,000 
912,000 
278,000 

The Department of Revenue estimates additional one-time implementation operating expenses of $14,372. 

~ 
L, BOB RBAM, PRIMARY SPONSOR DATB 

Budget and Program Planning 'ntroduced HBoos4. as 1 -y Fiscal Note for HtJ ..S 
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BILL NO • .a 
INTRODUCED BY ~ 
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-J0-105, 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 APPLICABILITY 

DATE. 11 

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

Section 1. Section 15-30-101, MCA, is amended to read: 

•1s-Jo-101. Definitions. For the purpose 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 15-30-103, 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 911l,9e,e,Hon9-t'rt-end-tBt--of 15-30-112 ill• in 

effec~ Q~ June 30 of the taxable year; 

(C) the maximum standard deduction provided .:.n 

~•n• , .. ,.,,.,., ,~~• 
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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 pcice index" means the consumec 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. 

I 3 l "Department" means the department of revenue. 

I 4 l "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 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 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) "Gross income" means the taxpayer's gross income 

for federal income tax purposes as defined in section 61 oE 

the Internal Revenue Code of :954 or as that section xay he 

labeled or amended, excluding unemployment ccmpensat1on 

-2- \-\~54 
SECOND READING 
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included in feder-al gross income under the provisions of 

section 85 of the Internal Revenue Code of 1954 as amended. 

(8) '1 Inflati0n factor- means a number determined for 

each taxaole yedr ty dividing the consumer price ir1dex for 

June of the ~axab:e year by the consumer price index for 

June, 1980. 

( 9) ''Informdt1on agents" includes all individuals, 

corporations, a~soc1at1ons, and partnerships, 1n 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 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 co which 

any person or fiduciary is taxable under this chapter. 

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

(llJ "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 dccording to the method of 
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accounting upon the basis of wn1cn the taxable income is 

computed under tnis chapter. 

{13) ''Pension and annuity income~ means: 

[a) systematic payments of a definite!y determinable 

amount from a qualified pension p:a~. as tna: term 1s used 

in section 401 of tne Internal Reven~e Code, or systematic 

payments received cts tne res~lt of contributions made to a 

qualified pension plan rhat are paid tu the recipient or 

recipient's beneficiary upon tne cessation of employment; 

(b) payments rece:ved as the result of past service and 

cessation of employment :n the uniformed services of t.he 

United States; 

(C) lump-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 Hevenue Code 

to the extent that the distributions are not considered to 

be premature distributions for federal income tax purposes; 

or 

(e) amounts atter cessation of regular employment 

received from fully matured, privately purchased annuity 

contracts. 

{14) "Purposely" is as defined in -15-2-101. 

-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 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 corporations. 11 

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

"15-30-105. Tax on nonresident -- alternative tax based 

on gross sales. tl) A like tax is imposed upon every perscn 

:1.ot resident of this state, which tax shall be levied, 

-5-
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collected, and paid annually at the rates specified in 

15-30-103 with respect to his entire net income as-here~n 

a@fifted-Erem-a¼¼-property-ewned--end--frea--@¥ery--bttsine9~7 

trede7--pro£essto~7--or-oeettpatto"-earrted-on-in-th~s-s~a~e. 

After calculdting 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 does not exceed $100,000 may elect to pay 

an income tax of l/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 

year shall be determined according 

Article rv, sections 16 and 17, of 

Compact." 

during the taxable 

to the provisions of 

the Multistate Tax 

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

"15-30-112. Exemptions. (1) Except as prcvided in 

~ttb~eceie~~-tTt-~~d-f0t subsect~0n ~6}, ir. tne ,:3.se cf d'l 

1ndividual, the exemptions provided by SJ □ sect.1ons l 2 l 
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through t6t ill shall be allowed as deductions in computing 

taxable i ncorne. 

(2) (a) An exemption of $800 shall be allowed for 

taxable years beginning after December 31, 1978, for the 

taxpayer. 

(b) An add1t1onai exe~ption of $800 shdil be allowed 

for taxable years beginning after December 31, 1978, for the 

spouse of the taxpayer 1E a separate return is made by the 

taxpayer and if the spouse, for the calendar year 1n which 

the taxable year of the tdxpayer 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 addLtional exemption of $800 shall be allowed 

for taxable years beginning after December 31, 1978, foe 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 

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 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 whicn the taxable year of the taxpayer 

no gross income ar.d is no~ the dependent 

begi:1s, has 

of anotheC" 

tax.payer. For tr-,e 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 tlme of such death. 

(c) 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 vision such that the widest 

diameter of the visual field subtends an angle no greater 

than 20 degC"ees. 

(5) (a) An exemption of S800 shall be allowed for 

taxable yeaC"S beginning after December 31, 1978, for each 

dependent: 

(i) whose gross income for the calendar year in which 

the taxable yedr ot the taxpayer begins 1~ lPss than $800; 

or 

-8-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0100/01 

Iii) who is a child of the taxpayer and who: 

IA) 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) 1s 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 individual who is a son, stepson, daughter, 

or stepdaughter of the taxpayer. 

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

•student" means an individual who, during each of 5 calendar 

months during the calendar year in which the taxable year of 

the taxpayer begins: 

( i) is a 

ins ti tu.tion; or 

full-time student at an educational 

(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 (S)(d)(ii), the term ''educational institutionM 

means only an educ~tional instituticn .,...h ich normally 

ma1nta1ns a regular faculty and curriculum dnd normally has 
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a regularly organized body of students in attendance at the 

place where its educational activities are carried on. 

tbt--fn---Che---ease--ef--a--nonres¼dent--~axpayer,--the 

exempt¼on-deduetton-sha¼½-be-proraeee-eeeerdt",-te-the-ra~te 

Che-~axpayerL9-Monea"a-adjtt9Ced-gre99-¼neeme--bears--~e--ftta 

rederal-adjusted-9ross-¼fteeme~ 

tTt--Per--taxab¼e--years--beg¼ftn¼n~--af~er--eeeembe~-3¼7 

¼9T87-and-be£ere-danttary-¼7-¼99¼,-t"e-amount--a±¼ewed--aa--a 

dedae~¼0n--tft--sttbseetiens-tit-threugh-t6t-9fta¼¼-ee-adjas~eft 

as-prevtfted-ander-see~ioft-9,-ehapcer-6987 -baws--ot--¼9~9--aa 

ameftde~-by-seet¼on-4 7 -ena~ter-S•87-haws-of-¼98¼T 

tBtfil Per--taxabie--years-beginnt~-aEter-Beee■ber-3¼T 

¼9987-~fte The department, by November 1 of each year, 

multiply all the exemptions provided in this 

shall 

section 

anadjasted-by-sttbseet¼en-t~t by the inflation facto~ for 

that taxable year and round the product to the nea~est $10. 

The resulting adjusted exemptions are 

taxable year and shall be used in 

imposed in 15-30-103. 11 

effective for that 

calculating the tax 

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

"15-30-122. Standard deduction. (1) f"-~he--ease--of--a 

~~stdent--iftd~vidaa¼,-a ~ standard deduction equal to 20\ of 

adjusted gross income shall be allo~ed if elected by the 

taxpdyer on his return. ~he standard ded~ct~cn s~all be in 

lieu of all deductions d~:cwed Jnder 15-30-12:. The maximum 

-10-
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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 :ndividual who qualifies to file as a head of 

household on nts federal income tax return, the maximum 

standdrd deduction shall be S3,000, 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. 11 

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

"15-30-131. Nonresident and temporary resident 

taxpayers -- adjusted gross incoae ---dedttetiens. t¼t In the 
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case of a taxpayer other than a resident of this state, 

adjusted gross income includes the entire aaount of adjusted 

gross income from--searees-with¼ft-th±s-state-bttt-sfta¼¼-nee 

¼ne¼ttde-*neome-froffl-Sft1"'1ttt~¼es,-¾nterest--e"--bank--depesits7 

t1"'!te-rest -- -oft- - -bof'\d!li 7 - - - notes 7 - -of'- - other--t ntere!l_t-bear*ftg 

ob¼igat~ons 7 -or-d±•~dends-on-stoek-ef-eerporations-e~eept-te 

t"e-eYtent-to-wn±~n-the-seme-3"a¼¼-be-a-part-or-±neome--£rom 

any-~nsiness 7 -~rade,-pro£essteny-or-eeettpatien-earried-on-tn 

tftis--state as provided for in 15-30-111. interest-income 

trom-±nsta¼¼ment-sa¼e~-of-rea¼--er--tanqib¼e--c0J11.&ere¼a¼--er 

basiness--property--¼eeated--in--Mentana-mttst-be-±ne¼~ded-¼~ 

adjasted-gress-¼neeme~-Adjttsted-gress--±neo■e--£ro■--soarees 

w¼thin--and--withettt--this--state--sha¼¼--be--a¼¼oeated--and 

apportiened-ander-rttles-preseribed-by-the-depart■entT 

tit--Tn--the-ease-ef-a-ta~payer-otfter-than-a-res¼dent-of 

t"½s-etate-vho-is-a-resident-e£-a-state-that-¼mpeses--a--tax 

on-the-tneome-of-natttra½-persons-residing-wtth¼n-that-state7 

the---dedttetions---a¼¼owed---in--eompttt¼ng--ftet--ineome--are 

restrieted-to-those-d¼reet¼y-eonneeted-with--the--prodaetion 

or-Montana-¼neemeT 

t3t--fn--the-eas.e-or-a-taxpayer-otheP-than-a-res±dent-o£ 

this-state-who-te-a-rest8ent-of-a-state-that-does-not-%■pose 

a-tax-on-the-ineeffle-or-natttra½-persons-Pesiding-within--that 

state7--the--dedaettons--a¼¼owed-tft-eomptttinq-net-±neeme-a~e 

restPieted-to-~he-qreater-of-those-direet¼y-re¼ating-te--the 
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prodttet¼eft--e£--Mentana-ineoae-er-a-prerated-amoant-o£-those 

allewed--ttnder--¼5-38-¼ilT--Per---the---pttrposes---ei---this 

subsection,-dedaet*ons-a¼¼owed-under-t~-38-½i¼-app½y-only-to 

earned--±~eoffle--and--must-be-prorated-aeeord*ng-to-the-ratio 

tftat-the-taxpayeris--Montana--earned--ineome--bears--to--his 

Eederai-earned-inee■e• 

t4t--A---temperary---residen~--sfta¼¼--be--a¼¼owed--these 

dedttet*ons-and-the-eredit-ttftder-¼5-3i-t89-a¼¼owed-a-reeident 

to-the-extent-that-stteh-dedactions-er-eredit--were--aettta¼¼y 

incttrred--or--expended--in--tne--state-ot-Montana-dttr¼n~-the 

eottrse-et-his-resideneyv 

t5t--Por-the-~arpeses-ot-thts-seet*en7--•earned--tncome• 

sfta¼¼--be--defined-as-the-s&11e-term-is-de£%ned-¼n-seetien-43 

ef-tfte--internal--Reventte--eede7--or--as--that--seetion--may 

sttbseq~entty-be-ameftded• 

t6t--Motv*thstand±n9--the--previsions-0E-sttbseet¼ens-tit 

aftd-t3t,-any-eontribat¼en-made-after-Becember-3T7--¼98ir--te 

tfte--state--of--Mentana--er--a-po¼*t¼ea¼-sttbd¼vision-tftereef 

sha¼¼-be-an-allewable-dedaction-¼n-eompttting-net-ineomeT-~he 

ded~et¼on-¼s-sttbjeet-to-the-¼¼■¼tations-set-fertft-in-sec~ion 

TT&-ef-the-Jncerna¼-Reventte-eode--of--¼9S47--as--labe¼ed--or 

amended.-

t~t--~or--pttrpeses--of-this-seetion,-~insta¼¼m~nt-sa¼es• 

me~ns-se¼es-t~-wnieh-t~e-bttye~-a9rees-to-pay-tfte--set¼er--i~ 

one-et"-ft!lere-defe't"red-ir1sta¼¼ments•" 
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Section 6. Section 15-30-132, MCA, is amended to read: 

•is-30-132. Change fr011 nonresident to resident 0£ vice 

versa. If a taxpayer changes his status from that of 

resident to that of nonresident or from thot of nonresident 

to that of resident during the taxable year, he shall file a 

return eovering-the-fraet~on-of-tfte-year-daring-wft¼eh-fte-was 

a--~esident. ~fte--ezemptiofls-pt"evided-in-tS-38-¼½i-sha¼¼-be 

prerated-on-the-ratie--the--Mentana--adjusted--qrcss--¼neeae 

bears--to--fe~era¼--adjusted-gross-¼neome,-A-Montana-eieize" 

mov¼ng-eut-or-the-state,-abandor1tnq--his--~esidenee--in--the 

state,--aftd--estab¼Tsh¼nq--a-residenee-e½sewhere-must-E½¼e-a 

retarn-on-tfte-ft"aet*ena¼-basisT If fte a resident obtains 

employment outside the state vitheat-abandofting-his-Montana 

residence, then income from such employment is taxable in 

Montana.• 

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

•is-30-136. Coaputation of incoae of estates or trusts 

eJ<eaption. (1) 

chapter, "gross 

Except 

income" 

as 

of 

otherwise provided in this 

estates or truscs 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 

received on obligations of another state c: terr1tory or a 

county, municipality, district, or other political 
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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, 

political subdivision of the state; 

district, or other 

(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 64l(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 far 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, 

excluding Montana income tax; 
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(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 1954, as amended; 

(e) administrative expenses claimed for federal income 

tax purposes, according to sections 212 and 642(9) 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 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; 

lb) 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 

¼5-38-Hi!tBt ill•" 

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

"15-30-142. Returns and payaent 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 (1), 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~ n 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 15-30-112tTt-and-t8t ill• 
for each additional personal exemption allowance the 

taxpayer 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 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 lS-30-112(2), 

and (4),-as-prora~ed-aeeerd%n,-~e-¼S-38-t¼it6t: 

( 3) , 

(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 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 ca~e of 

the person or property of such taxpayer. 

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

subject tot.he provisions of l~-30-202 and 15-30-241, shall 

compute t.he amount. of income tax payable and shall, at the 
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time of filing the return required by this chapter, pdy 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 oy 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. 

(51 As soon as practicable after the return is filed, 

the department shall examine and verify the tax. 

14 (6) If the amount of tax as verified is greater than 

15 the amount theretofore paid, the excess shall be paid by the 

16 taxpayer to the department within 60 days after notice of 

17 the amount of the tax as computed, with interest added at 

18 the rate of 9% per annum or fraction thereof on the 

19 additional tax. In such case there shall be no penalty 

20 because of such understatement, provided the deficiency is 

21 paid within 60 days after the first notice of the amount is 

22 mailed to the taxpayer. 

23 (7) By November 1 of each year, the department shall 

24 

25 

multiply the minimum amount of 

the filing of a return by 
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taxable year. These adjusted amounts are effective for that 

taxable year, and persons having gross income9 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 act} applies retroactively, within the meaning of 

1-2-109, to tax years beginning after December 31, 1991. 

-End-

-20-



52nd Legislature 
Special Session 7/92 

HB 0054/02 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BOUSE 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: 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 APPLICABILITY 

DATE.• 

BE IT ENACTED BY THE LEGISLATURE OF TUE 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) •sase year structure" means the following elements 

of the income tax structure: 

(a) the tax brackets established in 15-30-103, but 

unadjusted by subsection (21 of 15-30-103, in effect on June 

30 of the taxable year, 

(b) the exemptions contained in 15-30-112, but 

unadjusted by sttbseet¼ons-tTt-and-t8t--of 15-30-112ffi, 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 cf 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 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 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. 

(1} "Gross income" means the taxpayer I 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 

-2- HB 54 
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included in federal gross income under the provisions of 

section 85 of the Intecnal 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 mortgagors of real or 

personal property, fiduciaries, brokers, real 

brokers, employers, and all officers and employees 

estate 

of the 

state or of any municipal corporation or political 

the state, having the control, receipt, subdivision of 

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. 

(ll) "Net income" means the adjusted gross income of a 

taxpayer less the deductions allowed by this chapter. 

(12) 8 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 terru 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) lump-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 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. 

-4- HB 54 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0054/02 

(lS) "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 

elsewhere. 

state and has not established a residence 

(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 to 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-a¼¼-proper~y-ewfled--and--£rom--e•ery--bueifless, 

trade,--pro£ession7 --er-oeeupation-earr±ed-on-in-~hie-state. 

After calculating the tax imposed, the tax due and payable 

must be determined based upan 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 lII, 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 

year shall be determined according 

Article IV, sections 16 and 17, of 

Compact. 0 

during the taxable 

to the provisions of 

the Multistate Tax 

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

"15-30-112. Exemptions. (1) Except as provided in 
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s~bseet¼ons-fTt-end-t8t subsection (6), in the case of an 

individual, the exemptions provided by subsections 12) 

through t6t ill 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 $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, 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 purposes of this subsection 14){b), the 

determination of whether the spouse is blind shall be made 

as of the close of the taxable year of the taxpayer, except 

that if the spouse dies during such taxable year, such 

determination shall be made as of the time of such death. 

(c) For purposes of this subsection (4), an individual 

is blind only if his central visual acuity does not exceed 

20/200 in the better eye with correcting lenses or if his 

visual acuity is greater than 20/200 but is accompanied by a 

limitation in the fields of vision such that the widest 

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 $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 

(Bl 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 

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

or stepdaughter of the taxpayer. 

(d) For purposes of subsection (5)1a)(ii)(B), the term 

"student" means an individual who, during each of 5 calendar 

months during the calendar year in which the taxable year of 

the taxpayer begins: 

(i} is a full-time student at an educational 

institution; or 

(ii) is pursuing a full-time course of institutional 

on-farm training under the supervision of an accredited 

agent of an educational institution or of a state or 

political subdivision of a state. For purposes of this 

subsection (S)(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. 

t6t--ln---the---eaee--0£--a--"e"reeide"t--taxpayer7--the 

exemption-dedttetioft-sha¼¼-be-prera~ed-aeeording-to-the-ratio 

tfte-taxpayer~s-Moneana-ad;usted-gross-±neome--bears--te--h±s 

federa¼-ae;ttsted-qross-ine0111e• 

tit--Por--taxab¼e--yeare--beqinning--after--Beeember-3¼, 

¼9~8,-and-betore-danttary-¼,-¼98¼7-the-amottnt--allowed--as--a 

eedttetion--in--subseetions-tit-throttgh-t6t-shal¼-be-adj~sted 

as-prov¼ded-under-seetion-9,-ehapter-698T-haws--o£--¼9~9--as 

amended-by-seetien-•,-ehapter-548,-baws-ef-¼99¼• 

tBti§.1 Per--taxab¼e--years-beginning-after-Beeember-3¼, 

¼989,-t~e The department, by November 1 of each year, shall 

multiply all the exemptions provided in this section 

unad;usted-by-subseet¼on-t~t 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. 11) %ft-~he--ea~e--or--a 

res±eent--indi•½dHai7-a ~ standard deduction equal to 20% of 

adjusted gross incQrne shall be allowed if elected by the 
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lieu of all deductions allowed under 15-30-121~ The maximum 

standard deduction shall be $1,500, as adjusted under the 

provisions of subsection (2), except that in the case of a 

single joint 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 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 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 S. Section 15-30-131, MCA, is amended to read: 
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"15-30-131. Nonresident and temporary resident 

taxpayers -- adjusted gross income ---defttte~¼one. tit In the 

case of a taxpayer other than a resident of this state, 

adjusted gross income includes the entire amount of adjusted 

gross income Erom--sooreee-w¼t~¼n-th¼s-etate-but-shai¼-not 

¼ne¼ttfte-¼neome-from-annu¼t%es,-¼nterest--on--benk--deposits7 

inte~est---on---bonds,---notes,--or--other--interest-bearing 

ob¼igations,-or-di•idends-en-stoek-0£-eorporations-exeept-to 

the-extent-to-whieh-the-same-shail-be-a-part-of-ineome--rrom 

any-bttsiness,-trade,-proEess½on,-or-oeettpat¼on-earr¼ed-on-¼n 

this--state as provided for in 15-30-111. interest-income 

£rom-¼nstallfflen~-sales-of-rea¼--or--tangib¼e--eommereia¼--or 

bttsiness--property--¼ocated--¼n--Montana-mttst-be-ine¼ttded-in 

ad;ttsted-gross-ineome.-Adjusted-gross--ineeme--rrom--sourees 

within--and--without--this--state--sha¼l--be--al¼oeated--and 

appartioned-under-rtt¼es-preseribed-by-the-departfflefttT 

tit--¼n--the-ease-o~-a-taxpayer-other-than-a-resident-o~ 

this-state-who-is-e-restdent-of-a-state-that-imposes--a--tax 

on-the-ineome-of-natttra¼-persons-residing-within-thet-state, 

the---dedttetions---a¼¼owed---¼n--eompatinq--net--¼neoffle--are 

restrieted-to-those-direetly-conneeted-with--the--prodttetion 

of-Montana-income~ 

t3t--fn--the-ease-er-a-tawpayer-other-than-a-resident-o£ 

this-state-whe-is-s-res¼dent-of-e-state-that-dees-not-impose 

25 a-~ax-on-the-i"eome-of-natttra¼-pe~sons-residing-w¼th~n--that 
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state7--the--dedttetions--a¼¼owed-in-eompttt¼ng-net-ineome-are 

restr¼eted-to-the-greater-ef-those-direet¼y-relating-to--the 

prodttet¼on--or--Montana-¼neeme-or-a-pTorated-afflottnt-of-those 

a¼¼owed--a"der--½5-38-iii.--Por---the---parposes---or---th¼s 

sabseetion,-dedaet¼ons-a½½owed-ander-½5-38-ii½-app½y-o"¼y-to 

earfted--ineome--and--mttst-be-prorated-aeeording-to-the-ratio 

that-the-ta~payer~e--Montana--earned--ineome--bears--to--his 

federa¼-earned-ineome. 

ttt--A---temperary---resident--shall--be--a½½owed--those 

dedeettons-and-the-eredit-ttnder-l5-3i-l89-e¼¼owed-a-resident 

to-the-eKtent-that-stteh-dedttetions-or-eredit--were--aetua¼¼y 

inettrred--or--expended--in--the--state-ot-Mentana-dttr¼ft~-the 

eottr9e-o£-his-res¼deneyo 

t51--Por-the-pttrpeses-o£-th¼s-seetien,--uearned--¼neomeu 

sha¼¼--be--def¼ned-as-~he-same-term-¼s-defined-in-seet¼on-43 

0£-tfte--fnterna¼--Reventte--eode;--er--as--that--seet¼oft--may 

sabseqttent¼y-be-amended. 

t6t--Netw¼thstandin9--the--prev¼siens-0£-sobseetiens-tit 

a"d-t3t,-any-eontribttt¼on-Mde-after-Becember-3f7--½98i7--to 

the--state--of--Montana--er--a-pe¼itiea¼-sttbdi•isien-thereo£ 

eha¼¼-be-an-a¼¼owab¼e-dedcet¼on-in-eompttting-net-¼neoffleo-~he 

deduetion-¼s-sttb;eet-to-the-¼¼mitatiens-set-forth-¼n-eeetion 

½18-of-the-f"terna¼-Reyenae-eode--of--!954,--as--iabe½ed--or 

amendedo 

tTt--Por--pttrposes--0£-th¼s-seetiOft7-u¼nsta¼¼ment-ea¼esu 
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means-sa¼es-¼n-wh¼eh-the-buyer-a~rees-te-pay-the--se¼¼er--¼n 

ene-er-rnore-def-erred-insta¼¼mentsT" 

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 eever¼ng-the-fraetion-e£-the-year-dttring-whieh-he-wae 

a--res¼de"t· ~he--exemptions-provided-in-½5-38-f½i-9ha½½-be 

prerated-en-the-rat±o--the--Montafta--adjasted--gress--ineeme 

h~are--te--federa¼--adjasted-gress-ineeme•-A-Moneafta-eitizen 

meving-ont-0£-the-staee7-abandening--his--res¼denee--in--~he 

state7--and--estab¼ishin9--a-res¼denee-e¼sewftere-■ttst-f±½e-a 

retttrn-on-the-fraet¼ena½-basis• If he a resident obtains 

employment outside the state without-abandoning-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. Coaputation of incoae of estates or trusts 

ezeaption. (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 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 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 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 64l(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, 
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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 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 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; 

( 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 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 1 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: 

(bl 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 e~emption allowed for estates and trusts is 

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

¼5-36-HitBtfil•" 

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

"15-30-142. Returns and payaent 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 amounts referred 

to in the preceding sentence shall be increased by $800, as 

adjusted under the provisions of 15-30-112t~t-and-tBt fil, 
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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), 

and (4)7-as-prorated-aeeord±n~-to-¼5-38-llit6t. 

I 3), 

(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 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 

the person or property of such taxpayer. 

care of 

(4) All taxpayers, including but not limited to those 
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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 ta~ 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 91 per annum. or fraction thereof on the 

21 additional tax. In such case there shall be no penalty 

22 because of such understatement, provided the deficiency is 

23 paid within 60 days after the first notice of the amount is 

24 mailed to the taxpayer. 

25 (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 J 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: 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 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: 

{l) MBase year 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 ~ttbseettens-t~t-end-tBt--ef 15-30-112fil, 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) "Consuaer 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 ,n other 

property or in stock of the corporation, other than stock 

dividends as herein defined. "Stock dividendsM means new 

stock issued, for surplus or profits capit~lized, to 

shareholders in proportion to their previous holdings. 

(5) "Fiduciary• means a guardian, trustee, executor, 

administrator, receiver, conservator, or any person, whether 

individual or corporate, acting in any fiduciary capacity 

for any person, trust, or estate. 

16) "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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included in federal gross income under the provisions of 

section 85 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. 

19) "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including le~sees or mortgagors of real or 

personal property, fiduciaries, brokers, real 

brokers, employers, and all officers and employees 

estate 

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, 

emoluments, or 

annuities, compensations, remunerations, 

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 qualified pension plan, as that ter~ 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) lump-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 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 11 shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

(16) 11 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. 

117) "Taxable incomeM 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, HCA, is amended to 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-herei~ 

defi"ed-freffl-al¼-property-owned--and--from--every--bttsi"essT 

trade7--prof~esion7 --or-oeettpetioft-earried-o"-in-thi9-stet~. 

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. 

"15-30-112. 

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

Exemptions. (1) Except as provided in 
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s~bseet¼ons-t1t-snd-t8t subsection (6), in the case of an 

individual, the exemptions provided by subsections (2) 

through t6t ill shall be allowed as deductions in computing 

taxable income. 

(2) (a) An exemption of S800 shall be allowed for 

taxable years beginning after December 31, 1978, for the 

taxpayer. 

(b) An additional exemption of SBOO 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 
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allowed for taxable years beginning after December 31, 197B, 

for the ta~payer 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 purposes of this subsection (4)(b}, the 

determination of whether the spouse is blind shall be made 

as of the close of the taxable year of the taxpayer, except 

that if the spouse dies during such taxable year, such 

determination shall be made as of the time of such death. 

(c) For purposes of this subsection (4), an individual 

is blind only if his central visual acuity does not exceed 

20/200 in the better eye with correcting lenses or if his 

visual acuity is greater than 20/200 but is accompanied by a 

limitation in the fields of vision such that the widest 

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 10 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 

(BJ 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 individual who is a son, stepson, daughter, 

or stepdaughter of the taxpayer. 

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

-ient" 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 

institution; or 

full-time student at an educational 

{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 (S}(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. 

t6t--fn---the---ease--ot--a--noftreeideftt--taxpayer,--the 

exempt*on-dedttet¼on-sha¼¼-be-prerated-aeeerding-to-the-ratie 

the-taxpayer~e-Me"tana-adjasted-greee-ineome--bears--to--~is 

federa¼-ad;ttsted-9ross-ineomeT 

t~t--Por--taxab¼e--years--b@giftnin9--etter--BeeeMbe~-3lr 

¼9iB,-and-betere-aenttary-¼,-i98¼7-~he-emount--a¼¼ewed--as--a 

dedttetion--±n--sttbseetien~-t~t-throttqh-t6t-sha¼¼-be-adjtt~ted 

es-p~eYided-ttnder-s~etien-97 -enap~er-698,-bews--ef--½9~9--as 

amended-by-seetion-4T-ehapter-548r-baws-of-i~8¼T 

tBtlil_ Por--~axab¼e--yea~s-bf!qinnin9-after-Beeefflber-3¼, 

¼988;-~he The department, by November l of each year, shall 

multiply all the exemptions provided in this section 

uned;tt~ted-by-~ttbseetien-t~t 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. (1) fn-the--ease--of--a 

re~tde"t--individtta¼7-a ~ standard deduction equal to 20\ of 

adjusted gross income shall be allowed if elected by the 

-10- HB 54 



HB 0054/02 

l taxpayer on his return. The standard deduction shall be in 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

lieu of all deductions allowed under 15-30-121. The maximum 

standard deduction shall be $1,500, as adjusted under the 

provisions of subsection (2), e~cept 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 his federal income tax return, the maximum 

standard deduction shall be S3,000, 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. 

12) By November l of each year, the department shall 

multiply the maximum standard deduction for single returns 

by the inflation factor for that taxable ye~r 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: 
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"15-30-131. Nonresident and teaporary resident 

tazpa.yers -- adjusted gross incoae ---ded~c~iefts. tit In the 

case of a taxpayer other than a resident of this state, 

adjusted gross income includes the entire amount of adjusted 

gross income from--sottrces-vithin-~his-s~ate-bttt-shal¼-net 

iftc¼ade-¼neome-trom-annttities7-interest--on--bank--depesits, 

interest---on---beftd9T---ftetes7--or--other--in~erest-bearing 

ob¼¼gations 7 -er-dividends-on-stoe~-or-eorporatiens-exeept-to 

the-extent-~o-vhieh-the-same-shali-be-a-part-0£-tneome--freffl 

any-baeinessT-trade,-protess¼eft7-or-oeettpatioft-earried-on-in 

this--state as provided for in 15-30-111. fnterest-ineome 

f~e11t-instaliment-sales-ef-real--or--tan9~b¼e--eommercial--or 

business--property--¼oeated--¼n--Montana-mttst-be-ine¼ttded-in 

adjasted-qress-ineome,-Adjttsted-gross--ineome--£rom--sottrees 

within--and--vithout--this--state--sha½l--be--a½toeated--and 

apr,or~iened-ttnder-r~¼es-preseribed-by-th~-departmento 

tit--Tft--the-ease-ot-a-taxpayer-other-than-a-res~dent-of 

this-state-who-is-a-reaiden~-ef-a-stat~-thet-imposes--a--~ax 

on-the-ineome-ef-na~ttra¼-persons-residing-within-that-state7 

the---dedttctions---a¼¼owed---in--computinq--ne~--¼neem~--are 

restrieted-to-those-d¼reet¼y-connected-wi~h--the--prodttetion 

of-Montana-incomeo 

t3t--fn--the-ease-ef-a-taxpayer-other-than-a-~esiden~-oE 

this-state-vho-is-a-res¼dent-of-a-state-that-does-no~-ifflpese 

a-tax-on-the-incoMe-of-natttral-persens-resid¼ng-with¼ft--that 
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state7--the--dedttetiens--a¼¼owed-¼n-ee■pttting-ne~-ineome-are 

restrieted-te-the-greater-ef-these-direet¼y-re¼ating-to--the 

prednetion--ef--Montana-ineeme-er-a-prerated-amettnt-e£-these 

a¼lewed--ttnder--¼5-38-¼i½T--Per---the---pttrpeses---or---this 

snbseetten7-dednetion~-alleNed-nnder-¼5-38-lil-app¼y-enly-to 

earned--tnee111e--and--mnst-be-prerated-aeeerding-te-the-ratio 

that-tfte-taxpeyeris--Mentana--earned--income--beer9--te--his 

federel-earned-ineeme~ 

t4t--A---temperary---resident--shall--be--a¼lewed--these 

dedttctions-and-the-cred±t-nnder-¼5-3i-l&9-a½¼ewed-a-resident 

te-the-extent-that-sueh-dedttetiens-er-eredit--were--aetaa¼¼y 

incurred--or--expended--in--the--state-ef-Mentana-dttring-the 

eourse-of-his-restdeneyT 

tSt--Per-the-pttr-poses-ef-this-seetien,--•earned--ineemeu 

she¼¼--be--defined-as-the-same-term-is-defined-in-seetien-43 

of-the--fnternai--Reyentte--€ede,--or--as--that--seetien--may 

sabse~ttent¼y-be-smended~ 

t6t--Netwithstandin~--the--proYisions-of-sobseetions-t%t 

snd-t3t7-any-contribtttien-made-a£ter-9eeember-3¼,--i99z,--to 

the--state--of--Montana--er--a-pe¼itiea½-sttbdivis±on-thereof 

sha¼r-be-an-ai¼oweb¼e-dedttetion-in-eefflpttting-net-ineeme.-~he 

dedttetion-is-s~bjeet-to-the-¼imitatiens-set-forth-in-seetion 

,~8-of-the-internsl-Re•enae-eede--ef--¼9547--as--labe½ed--or 

afflendedo 

tTt--Per--pttrposes--ef-this-seetion,-•instaiiment-sa±esn 
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means-sa½es-in-whieh-~he-buyer-agrees-to-pay-the--sel¼er--¼n 

one-or-mere-deferred-insta¼¼■entso" 

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

"15-30-132. Change fr011 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 e0Yerin9-the-fraetion-of-the-year-dttring-whieh-he-was 

a--resident. ~he--exemptions-pro•ided-in-¼S-30-½ii-sha¼¼-be 

prorated-on-the-ratio--the--Mentana--adjusted--gross--ineome 

bears--to--iede~a¼--adjusted-gross-inceme•-A-Montana-eitizen 

mo•ing-o~t-of-~he-state7-abandening--his--residenee--in--~he 

state7--and--estab¼¼shing--a-residenee-e½sewhere-mttst-£i¼e-a 

retttrn-on-the-£raetiona¼-ea9isa If he a resident obtains 

employment outside the state without-abaftdoninq-his-Montafta 

residenee, then income from such employment is taxable in 

Montana." 

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

•15-30-136. C011putation of incoae 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 

-14- HB 54 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0054/02 

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 States government or the state of 

Montana; 

(ii) a school district; or 

(iii) a county, municipality, district, or other 

political subdivision of the Ltate; 

(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 64l(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 

Code of 1954, as amended; 

(b) taxes paid or accrued within 

-15-
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excluding Montana income tax; 

(c) that fiduciary's portion of 

HB 0054/02 

income tax, but 

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 1954, as amended; 

(e) administrative expenses claimed for federal income 

tax purposes, according to sections 212 and 642(9} 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 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 1 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 th~ 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 l5-JO-ll2(2)(a) and 

15-38-ilitBtfil." 

Section 8. Section 15-30-142, MC~, is amended to read, 

"15-30-142. Returns and payaent of taz -- penalty and 

interest -- refunds -- credits. (l} 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 amounts referred 

to in the preceding sentence shall be increased by $800, as 

adjusted under the provisions of 15-30-112t~t-e~d-t8t ill• 
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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), 

and (4)7-as-proreted-aeeerding-te-¼,-38-l¼it6t. 

( 3}. 

(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 for filing the 

return of either has expired unless the department so 

consents. 

( 3 I If any such taxpayer is unable to make his own 

return, the return shall be made by a duly authorized agent 

or by a guardian or other person charged with the care of 

the person or property of such taxpayer. 

(4) All taxpayers, including but not limited to those 
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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 l~-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. 

16 {61 If the amount of tax as verified is greater than 

17 the amount theretofore paid, the excess shall be paid by the 

18 taxpayer to the department within 60 days after notice of 

19 the amount of the tax as computed, with interest added at 

20 the rate of 9\ per annum or fraction thereof on the 

21 additional tax. In such case there shall be no penalty 

22 because of such understatement, provided the deficiency is 

23 paid within 60 days after the first notice of the amount is 

24 mailed to the taxpayer. 

25 {7) By November l 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 act) applies retroactively, within the meaning of 

1-2-109, to tax years beginning after December 31, 1991. 

-End-
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