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~BY 

A BILL FOR AN ACT ENTITLED: 

INCOME TAX DEDUCTION FOR EMPLOYMENT-RELATED EXPENSES 

CONSIDERED TO HAVE BEEN PAID FOR A CHILD CARED FOR AT A 

LICENSED DAY-CARE HOME OPERATED BY THE CHILD'S PARENT; 

AMENDING SECTION 15-30-121, 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 15-30-121, MCA, is amended to read: 

0 15-30-121. Deductions allowed in coaputing net incoae. 

In computing net income, there are allowed as deductions: 

{l) the items referred to in sections 161, including 

the contributions referred to in 33-15-201(5)(b), and 211 of 

the Internal Revenue Code of 1954, or as sections 161 and 

211 sha¼¼--be ~ labeled or amended, subject to the 

following exceptions which are not deductible: 

(a) items provided for in 15-30-123; 

(b) state income tax paid; 

(2) federal income tax paid within the taxable year; 

(3) expenses of household and dependent care services 

as outlined in subsections (3)(a) through (3)(c) and (9} and 

subject to the limitations and rules as set out in 
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LC 0605/01 

subsections (3)(d) through (3)(f) as follows: 

(a) expenses for household and dependent care services 

necessary for gainful employment incurred for: 

(i) a dependent under 15 years of age for whom an 

exemption can be claimed; 

(ii) a dependent as allowable under 15-30-112(5), except 

that the limitations for age and gross income do not apply, 

who is unable ~e--eare--fer--hi■se¼f to provide self-care 

because of physical or mental illness; and 

(iii) a spouse who is unable ~e-eare-~er-h~mse¼~ to 

provide self-care because of physical or mental illness; 

(b) employment-related expenses incurred for the 

following services, but only if such expenses are incurred 

to enable the taxpayer to be gainfully employed: 

(i) household services which are attributable to the 

care of the qualifying individual; and 

Iii) care of an individual who qualifies under 

subsection (3)(a); 

(c) expenses incurred in maintaining a household if 

over half of the cost of maintaining the household is 

furnished by an individual or, if the individual is married 

during the applicable period, is furnished by the individual 

and h¼a the individual's spouse; 

(d) the amounts deductible in subsection (J)(a) through 

(J)(Cl are subject to the following limitations: 

-2- "fl 505 INTRODUCED BILL 
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(il a deduction is allowed under subsection (J)(a) for 

employment-related expenses incurred during the year only to 

the extent ■aeh the expenses do not exceed $4,800; 

(ii) expenses for services in the household are 

deductible under subsection (J)(a) for employment-related 

expenses only if they are incurred for services in the 

taxpayer's household, ezcept that employment-related 

expenses incurred for services outside the taxpayer's 

household are deductible, but only if incurred for the care 

of a qualifying individual described in subsection (3)(a)(i) 

and only to the extent at1eh the expenses incurred during the 

year do not exceed: 

(A) $2,400 in the case of one qualifying individual; 

(Bl $3,600 in the case of two q~alifying individuals; 

and 

(Cl $4,800 in the case of three or more qualifying 

individuals; 

(e) if the combined adjusted gross inc011e of the 

taxpayers exceeds $18,000 for the taxable year during which 

the expenses are incurred, the amount of the 

employment-related expenses incurred must be reduced by 

one-half of the excess of the cOllbined adjusted gross incme 

over $18,000; 

(f) for purposes of this subsection (3): 

(i) married couples shall file a joint return or file 
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separately on the same fora; 

(ii) if the taxpayer is married during any period of the 

taxable year, employment-related expenses incurred are 

deductible only if: 

(A) both spouses are gainfully employed, in which case 

the expenses are deductible only to the extent that they are 

a direct result of the eaployment; or 

(B) the spouse is a qualifying individual described in 

subsection (3)(a)(iii); 

(iii) an individual legally separated from hi■ the 

individual's spouse under a decree of divorce or of aepa~ate 

maintenance may not be considered as married1 

(iv) the deduction for employment-related expenses must 

be divided equally between the spouses when filing 

separately on the aa■e fora; 

(v) payaent made to a child of the taxpayer who is 

under 19 years of age at the close of the taxable year and 

payments made to an individual with respect to whom a 

deduction is allowable under 15-30-112(5) are not deductible 

as employaent-related expenses; 

(4) in the case of an individual, political 

contributions determined in accordance with the provisions 

of section 218(a) and (bJ of the Internal Revenue Code that 

were in effect for the taxable year ended Deceaber 31, 1978; 

(5) that portion of expenses for organic fertilizer 
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allowed as a deduction under 15-32-303 which was not 

otherwise deducted in computing ta~able income; 

(6) contributions to the child abuse and neglect 

prevention program provided for in 41-3-701, subject to the 

conditions set forth in 15-30-156; 

(7) premium payments for long-term care insurance with 

benefits that meet or exceed the minimum standards as 

established by the state insurance comaissionerr and 

(8) contributions to the Montana drug abuse resistance 

10 education program provided for in 44-2-702, subject to the 

11 conditions set forth in 15-30-159. 
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(9) (a) Subject to the conditions of subsection (3), a 

taxpayer who operates a family day-care home or a group 

day-care home, as these terms are defined in 52-2-703 1 and 

who cares for the taxpayer's own child in the ordinary 

course of business aay deduct employment-related expenses 

considered to have been paid for the care of the child. 

(bl The amount of employment-related expenses 

considered to have been paid by the taxpayer is equal to the 

amount the taxpayer charges for the care of a child of the 

same aqe for the same number of hours of care. The 

employment-related expenses apply regardless of whether any 

expenses actually have been paid. Employment-related 

expenses may not exceed the amounts specifieQ_in subsection 

(3)(d)(ii). 
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(c) Only a day-care operator who is licensed and 

registered as required in 53-2-721 is allowed the deduction 

under this subsection (9). (Subsection (8) terminates on 

occurrence of contlngency--sec. 12, Ch. 808, L. 1991.)" 

NEW SECTION. Section 2. Effective date retroactive 

applicability date. [This act) is effective on passage and 

approval and applies retroactively, within the meaning of 

1-2-109, to tax years beginning after December 31, 1992. 

-End-
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STATE OF !«>NTANA - FISCAL NOTE 
Form BD-15 

In canpliance with a written request, there is hereby suJ::mitted a Fiscal Note for HB0S0S. as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act allowing an individual income tax deduction for eq;,loyment-related expenses considered to have been paid for a child 
cared for at a licensed day-care home operated by the child's parent; and providing an ill'lllediate effective date and a 
retroactive applicability date. 

ASSUMPTIONS: 
1. There are 494 registered group day-care homes (MDFS) providing care to an average of 9 children (as defined in MCA 52-2-

703) in Montana (MOOR). 
2. There are 1,048 registered family day-care homes (MDFS) providing care to an average of 5 children (as defined in MCA 

52-2~703) in Montana (MOOR). 
3. There are 174 licensed day-care centers (MDFS) providing care to an average of 20 children (as defined in MCA 52-2-703) 

in Montana (MOOR). 
4. Assumptions 1 to 3 result in an estimated total of 13,166 children currently being cared for in day-care homes and 

centers. 
5. Bach parent-operated day care hane has one qualifying child of the operator (MDOR). 
6. The tax expenditure resulting from the current law child care deduction is $61,000 in FY94 and $52,000 in FY95 (MOOR Tax 

Expenditure Report, PY94 and FY95, pg. 50). 
7. The total tax expenditure under the proposal will increase by the ratio of total children in day-care homes to the total 

number of children in day-care homes exclusive of operators• children (1.1171). 

FISCAL IMPACT: 

Bxpenditures: 
There is no impact on expenditures under the proposed legislation. 

Revenues: 

Individual Income Tax 

~~ 

Current Lo• 
328,943,000 

"2..-/o-q3 
DAVID LEWIS, BUDGET DIRECTOR DATB 
Office of Budget and Program Planning 

FY '94 
Proposed Law 

328,936,000 
Difference 

7,000 
Current Law 
339,696,000 

PY '95 
Proposed Law 

339,690,000 
Difference 

6,000 

~·~ 
VICKI COCCHIARELLA, PRIMARY SPONSOR DATE 

Fiscal Note for HB0505. as introduced 

HB sos-
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HOUSE BILL NO, 505 

INTRODUCED BY COCCHIARELLA, SCHYE, RYAN, 

SQUIRES, DRISCOLL, TUSS, PAVLOVICH, 

HALLIGAN, FRITZ 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING AN INDIVIDUAL 

INCOME TAX DEDUCTION FOR EMPLOYMENT-RELATED EXPENSES 

CONSIDERED TO HAVE BEEN PAID FOR A CHILD CARED FOR AT A 

LICENSED DAY-CARE HOME OPERATED BY THE CHILD'S PARENT; 

AMENDING SECTION 15-30-121, 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 15-30-121, MCA, is amended to read: 

"15-30-121. Deductions allowed in coaputing net income. 

In computing net income, fhere are allowed as deductions: 

(1) the items referred to in sections 161, including 

the contributions referred to in 33-15-201(5)(b), and 211 of 

the Internal Revenue Code of 1954, or as sections 161 and 

211 shs¼¼--be are labeled or amended, subject to the 

following exceptions which are not deductible: 

(a) items provided for in 15-30-123; 

(bl state income tax paid; 

(2) federal income tax paid within the taxable year; 

(3) expenses of household and dependent care services 
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as outlined in subsections (3)(a) through (3)(c) and (9) and 

subject to the limitations and rules as set out 

subsections (3)(d) through (3)(f) as follows: 

in 

(a) expenses for household and dependent care services 

necessary for gainful employment incurred for: 

(i) a dependent under 15 years of age for whom an 

exemption can be claimed; 

(ii) a dependent as allowable under 15-30-112(5), except 

that the limitations for age and gross income do not apply, 

who is unable ee--eare--fer--him~e¼f !£........E,rovide self-care 

because of physical or mental illness; and 

(iii) a spouse who is unable te-eere-for-himse¼~ to 

provide self-care because of physical or mental illness; 

(b) employment-related expenses incurred for the 

following services, but only if such expenses are incurred 

to enable the taxpayer to be gainfully employed: 

(i) household services which are attributable to the 

care of the qualifying individual; and 

(ii) care of an individual who qualifies under 

subsection (3)(a); 

(c) expenses incurred in maintaining a household if 

over half of the cost of maintaining the household is 

furnished by an individual or, if the individual is married 

during the applicable period, is furnished by the individual 

and his the individual's spouse; 

-2- HB ~05 
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(d) the amounts deductible in subsection (3)(a) through 

(J)(c) are subject to the following limitations: 

(i) a deduction is allowed under subsection (3}(a} for 

employment-related expenses incurred during the year only to 

the extent stteft the expenses do not exceed $4,800; 

(ii) expenses for services in the household are 

deductible under subsection (3)(a) for employment-related 

expenses only if they are incurred for services in the 

taxpayer's 

expenses 

household, except that employment-related 

incurred for services outside the taxpayer's 

household are deductible, but only if incurred for the care 

of a qualifying individual described in subsection (J)(a)(i) 

and only to the extent sucft the expenses incurred during the 

year do not exceed: 

(A) $2,400 in the case of one qualifying individual; 

(B) $3,600 in the case of two qualifying individuals; 

and 

(C) $4,800 in the case of three or more qualifying 

individuals; 

(e) if the combined adjusted gross income of the 

taxpayers exceeds $18,000 for the taxable year during which 

the expenses are incurred, the amount of the 

employment-related expenses incurred must be reduced by 

one-half of the excess of the combined adjusted gross income 

over $18,000; 

-3- HB 505 
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(f) for purposes of this subsection (3): 

(i) married couples shall file a joint return or 

separately on the same form; 

file 

(ii) if the taxpayer is married during any period of the 

taxable year, employment-related expenses incurred are 

deductible only if: 

(A) both spouses are gainfully employed, in which case 

the expenses are deductible only to the extent that they are 

a direct result of the employment; or 

(B) the spouse is a qualifying individual described in 

subsection (J)(a)(iii); 

(iii) an individual legally separated from h¼s the 

individual 1 s spouse under a decree of divorce or of separate 

maintenance may not be considered as married: 

(iv) the deduction for employment-related expenses must 

be divided equally between the spouses when filing 

separately on the same form; 

(v) payment made to a child of the taxpayer who is 

under 19 years of age at the close of the taxable year and 

payments made to an individual with respect to whom a 

deduction is allowable under 15-30-112(5) are not deductible 

as employment-related expenses; 

(4) in the case of an individual, political 

contributions determined in accordance with the provisions 

of section 21B(a) and (b) of the Internal Revenue Code that 

-4- HB 505 
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were in effect for the taxable year ended December 31, 1978; 

(5) that portion of expenses for organic fertilizer 

allowed as a deduction under 15-32-303 which was not 

otherwise deducted in computing taxable income; 

(6) contributions to the child abuse and neglect 

prevention program provided for in 41-3-701, subject to the 

conditions set forth in 15-30-156; 

{7) premium payments for long-term care insurance with 

benefits that meet or exceed the minimum standards as 

established by the state insurance commissioner; and 

(8) contributions to the Montana drug abuse resistance 

education program provided for in 44-2-702, subject to the 

conditions set forth in 15-30-159. 

(9) (a) Subject to the conditions of subsection (3), a 

taxpayer who operates a family day-care home or a group 

day-care home, as these terms are defined in 52-2-703, and 

who cares for the taxpayer's own child AND AT LEAST ONE 

UNRELATED CHILD in the ordinary course of business may 

deduct employment-related expenses considered to have been 

paid for the care of the child. 

(b) The amount of employment-related expenses 

considered to have been paid by the taxpayer is equal to the 

amount the taxpayer charges for the care of a child of the 

same age for the same number of hours of care. The 

employment-related expenses apply regardless of whether any 

-5- HB 505 
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expenses actually have been paid. Employment-related 

expenses may not exceed the amounts specified in subsection 

(3)(d)lii). 

{C) Only a day-care operator who is licensed and 

registered as required in 53-2-721 is allowed the deduction 

under this subsection (9). (Subsection (8) terminates on 

occurrence of contingency--sec. 12, Ch. BOB, L. 1991.) 11 

NEW SECTION. Section 2. Effective date -- retroactive 

applicability date. [This act] is effective on passage and 

approval and applies retroactively, within the meaning of 

1-2-109, to tax years beginning after December 31, 1992. 

-End-
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BOUSE BILL NO, 505 

INTRODUCED BY COCCHIARELLA, SCBYE, RYAN, 

SQUIRES, DRISCOLL, TOSS, PAVLOVICH, 

HALLIGAN, FRITZ 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING AN INDIVIDUAL 

INCOME TAX DEDUCTION FOR EMPLOYMENT-RELATED EXPENSES 

CONSIDERED TO HAVE BEEN PAID FOR A CHILD CARED FOR AT A 

LICENSED DAY-CARE HOME OPERATED BY THE CHILD'S PARENT; 

AME!IDING SECTION 15-30-121, 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 15-30-121, MCA, is amended to read: 

•15-30-121. Deduction■ allowed in co.puting net incoae. 

In computing net income, ihere are allowed as deductions: 

(1) the items referred to in sections 161, including 

the contributions referred to in 3J-l5-201(5)(b), and 211 of 

the Internal Revenue Code of 1954, or as sections 161 and 

211 she¼¼--be are labeled or amended, subject to the 

following exceptions which are not deductible: 

(a) items provided for in 15-30-123: 

(b) state income tax paid: 

(2) federal income tax paid within the taxable year: 

(3) expenses of household and dependent care services 

~ ........... ,_,.,, 

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 

BB 0505/02 

as outlined in subsections (3) (a) through ( 3) ( c) and ( 9) and 

subject to the limitations and rules as set out 

subsections (3)(d) through (3)(f) as follows: 

in 

(a) expenses for household and dependent care service■ 

necesaary for gainful employment incurred for: 

(i) a dependent under 15 years of age for whom an 

exemption can be claimed; 

(ii) a dependent as allowable under 15-30-112(5), except 

that the limitations for age and gross income do not apply, 

who is unable te--ea~e--fer--h¼mself !£.........E,rovi~~ self-care 

because of physical or mental illness: and 

(iii) a spouse who is unable te-eere-Eer-himse¼E to 

provide self-care because of physical or mental illness; 

(b) employment-related expenses incurred for the 

following services, but only if such expenses are incurred 

to enable the taxpayer to be gainfully employed: 

(i) household services which are attributable to the 

care of the qualifying individual; and 

(ii) care of an individual who qualifies under 

subsection (3)(a): 

(c) expenses incurred in maintaining a household if 

over half of the cost of maintaining the household is 

furnished by an individual or, if the individual is married 

during the applicable period, is furnished by the individual 

and his the individual's spouse; 

-2- RB ~05 
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(d) the amounts deductible in subsection (3)(a) through 

(3)(c) are subject to the following limitations: 

Ii) a deduction is allowed under subsection (3)(a) for 

employment-related expenses incurred during the year only to_ 

the extent s~ch the expenses do not exceed $4,800; 

(ii) expenses for services in the household are 

deductible under subsection (3)(a) for employment-related 

expenses only if they are incurred for services in the 

taxpayer's 

expenses 

household, except that employment-related 

incurred for services outside the taxpayer's 

household are deductible, but only if incurred for the care 

of a qualifying individual described in subsection (3)(a)(i) 

and only to the extent s~eh the expenses incurred during the 

year do not exceed: 

(Al $2,400 in the case of one qualifying individual; 

(B) $3,600 in the case of two qualifying individuals; 

and 

(Cl $4,800 in the case of three or more qualifying 

individuals; 

(e) if the combined adjusted gross income of the 

taxpayers exceeds $18,000 for the taxable year during which 

the expenses are incurred, the amount of the 

employment-related expenses incurred must be reduced by 

one-half of the excess of the combined adjusted gross income 

over $18,000; 

-3- HB 505 
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(f) for purposes of this subsection (3): 

(i) married couples shall file a joint return or 

separately on the same for■ ; 

file 

(ii) if the taxpayer is married during any period of the 

taxable year, employment-related expenses incurred are 

deductible only if: 

(A) both spouses are gainfully employed, in which case 

the expenses are deductible only to the extent that they are 

a direct result of the employment; or 

(Bl the spouse is a qualifying individual described in 

subsection (3)(a)(iii); 

(iii) an individual legally separated from his lli 
individual's spouse under a· decree of divorce or of separate 

maintenance may not be considered as married; 

(iv) the deduction for employment-related expenses must 

be divided equally between the spouses when filing 

separately on the same form; 

(v) payment made to a child of the taxpayer who is 

under 19 years of age at the close of the taxable year and 

payments made to an individual with respect to whom a 

deduction is allowable under 15-30-112(5) are not deductible 

a• employment-related expenses, 

( 4) in the case of an individual, political 

contributions determined in accordance with the provisions 

of section 21B(a) and. (b) of the Internal Revenue Code that 

-4- HB 505 
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were in effect for the taxable year ended December 31, 1978; 

(5) that portion of expenses for organic fertilizer 

allowed as a deduction under 15-32-303 which was not 

otherwise deducted in computing taxable income; 

(6) contributions to the child abuse and neglect 

prevention program provided for in 41-3-701, subject to the 

conditions set forth in 15-30-156: 

(7) premium payments for long-term care insurance with 

benefits that meet or exceed the minimum standards as 

established by the state insurance commissioner; and 

(8) contributions to the Montana drug abuse resistance 

education prog·ram provided for in 44-2-702, subject to the 

13 conditions set forth in 15-30-159. 

14 

15 

(9) (a) Subject to the conditions of subsection (3), a 

taxpayer who operates a family day-care home or a group 

16 day-care home, as these terms are defined in 52-2-703, and 
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who cares for the taxpayer's own child AND AT LEAST ONE 

UNRELATED CHILD in the ordinary course of business may 

deduct employment-related expen~~___g>nsidered to h~v~_been 

!:!:!id for the care of the child. 

1.!!J. The amount of eml'.!2Y!!!ent-related ex,2enses 

considered to have been 2!id by the taxEayer is egual to the 

a11ount the taxpaxer charges for the care of a child of the 

same age for the same number of hours of care. The 

emEloyment-related expenses a22ly regardless of whether an~ 
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exp_e_nses actual,_l~ have been paid. Employment-related 

expenses may not exceed the amounts specified in subsection 

(J)(d)(ii). 

(c) Only a day-care operator who is licensed and 

registered as required in 53-2-721 is allowed the deduction 

under this subsection ill· (Subsection (8) terminates on 

occurrence of contingency--sec. 12, Ch. 808, L. 1991.)" 

NEW SECTION. Section 2. Effective date -- retroactive 

applicability date. (This act] is effective on passage and 

approval and applies retroactively, within the meaning of 

l-2-109, to tax years beginning after December 31, 1992. 

-End-
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SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT: 

Page 1 of 1 
April 2, T993 

We, your committee on Taxation having had under consideration 
House Bill No. 505 (third reading copy -- blue), respectfully 
report that House Bill No. 505 be amended as ollows and as so 
amended be concurred in. 

That such amendments read: 

1. Page 6, line 5. 
Strike: ''53-2-721'' 
Insert: ''52-2-721'' 

-END-

(\'\- Alnd. Coo rd. 
~ Sec. of Senate 

Halligan 
Senator Carrying Bill 

SENATE 
H/J S05 

741605SC.Sma 



SENATE COMMITTEE OF THE WHOLE AMENDMENT 

April 6, 1993 11:04 am 

Mr. Chairman: I move to amend House Bill No. 505 (third reading 
copy -- blue). 

REJECT 

That such amendments read: 

1. Page 6, line 8. 
Following: line 7 

Signed, ~£~ --=.a..--------,----'--~==-.,,----S en at or Thomas "Tom" Towe 

Insert: "NEW SECTION. Section 2. Coordination instruction -
contingent termination. (1) If House Bill No. 671 is passed 
and approved and it repeals 15-30-121, then [this act] is 
void. 
(2) If Senate Bill No. 235 is passed and approved by the 

electors of Montana and it repeals 15-30-121 and if House Bill 
No. 671 is not passed and approved, then [this act] terminates 
December 31, 1993." 
Renumber: subsequent section 

-END-

SENATE 

V\'1.- Amd. Coard. r771103CW.Sma 
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HOOSE BILL NO. 505 

INTRODUCED BY COCCHIARELLA, SCHYE. RYAN. 

SQUIRES. DRISCOLL. TUSS. PAVLOVICH. 

HALLIGAN. FRITZ 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING AN INDIVIDUAL 

INCOME TAX DEDUCTION FOR EMPLOYMENT-RELATED EXPENSES 

CONSIDERED TO HAVE BEEN PAID FOR A CHILD CARED FOR AT A 

LICENSED DAY-CARE HOME OPERATED BY THE CHILD'S PARENT; 

AMENDING SECTION 15-30-121, 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 15-30-121, MCA, is amended to read: 

"15-30-121. Deductions allowed in coaputing net income. 

In computing net income, there are allowed as deductions: 

(1) the items referred to in sections 161, including 

the contributions referred to in 33-15-201(5)(b). and 211 of 

the Internal Revenue Code of 1954, or as sections 161 and 

211 eha¼¼--be are labeled or amended, subject to the 

following exceptions which are not deductible: 

(a) items provided for in 15-30-123; 

(b) state income tax paid; 

(2) federal income tax paid within the taxable year; 

(3) expenses of household and dependent care services 
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as outlined in subsections (J)(a) through (3)(c) dnd (9) and 

subject to the limitations and rules as set out 

subsections (3)(d) through (J)(f) as follows: 

1n 

la) expenses for household and dependent care services 

necessary for gainful employment incurred for: 

Ii) a dependent under 15 years of age for whom an 

exemption can be claimed; 

(ii) a dependent as allowable under 15-30-112(5). except 

that the limitations for age and gross income do not apply, 

who is unable to--care--for--htmael£ to provid~ self-care 

because of physical or mental illness; and 

(iii) a spouse who is unable to-eare-£or-ftimse¼£ to 

provide self-care because of physical or mental illness; 

(b) employment-related expenses incurred for the 

following services, but only if such expenses are incurred 

to enable the taxpayer to be gainfully employed: 

(i) household services which are attributable to the 

care of the qualifying individual; and 

(ii) care of an individual who qualifies under 

subsection (J)(a); 

(c) expenses incurred in maintaining a household if 

over half of the cost of maintaining the household is 

furnished by an individual or, if the individual is married 

during the applicable period. is furnished by the individual 

and hts the individual's spouse; 
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(dJ the amounts deductible in subsection (3)(a) through 

(3)(c) are subject to the following limitations: 

(i) a deduction is allowed under subsection (3)(a) for 

employment-related expenses incurred during the year only tu 

the extent anch the expenses do not exceed $4,800: 

(ii) expenses for services in the household "re 

deductible under subsection (3)1a) for employment-related 

expenses only if they are incurred for services in the 

taxpayer's household, except that employment-related 

expenses incurred for services outside the taxpayer's 

household are deductible, but only if incurred for the care 

of a qualifying individual described in subsection 13)(a)(i) 

and only to the extent etteh the expenses incurred during the 

year do not exceed: 

(A) $2,400 in the case of one qualifying individual; 

1B) $3,600 in the case of two qualifying individuals; 

and 

(C) $4,800 in the case of three or more qualifying 

individuals; 

(e) if the combined adjusted gross income of the 

taxpayers exceeds $18,000 for the taxable year during which 

the expenses are incurred, the amount of the 

employment-related expenses incurred must be reduced by 

one-half of the excess of the combined adjusted gross income 

over $18,000; 
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(f) for purposes of this subsection (3): 

(i) married couples shall file a joint return or file 

separately on the same form; 

(ii) if the taxpayer is married during any period of the 

taxable year, employment-related expenses incurced are 

deductible only if: 

(A) both spouses are gainfully employed, in which case 

the expenses are deductible only to the extent that they are 

a direct result of the employment; or 

(Bl the spouse is a qualifying individual described in 

subsection 13)(a)(iii); 

(iii) an individual legally separated from his the 

individual's spouse under a decree of divorce or of separate 

maintenance may not be considered as married; 

(iv) the deduction for employment-related expenses must 

be divided equally between the spouses when filing 

separately on the same form; 

(v) payment made to a child of the taxpayer who is 

under 19 years of age at the close of the taxable year and 

payments made to an individual with respect to whom a 

deduction is allowable under 15-30-112(5) are not deductible 

as employment-related expenses; 

(4) in the case of an individual, political 

contributions determined in accordance with the provisions 

of section 218(a) and (b) of the Internal Revenue Code that 

-4- HB 505 



1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0505/03 

were in effect for the taxable year ended December 31, 1978; 

(5) that portion of expenses for organic fertilize• 

allowed as a deduction under 15-32-303 which was not 

otherwise deducted in computing taxable income; 

(6) contributions to the child abuse and neglect 

prevention program provided for in 41-3-701, subject to the 

conditions -set forth in 15-30-156; 

(7) premium payments for long-term care insurance with 

benefits that meet or exceed the minimum standards as 

established by the state insurance commissioner; and 

(8) contributions to the Montana drug abuse resistance 

education program provided for in 44-2-702, subject to the 

conditions set forth in 15-30-159. 

(9) (a) Subject to the conditions of subsection (3), a 

taxpayer who operates a family day-care home or a group 

day-care home, as these terms are defined in 52-2-703, and 

who cares for the taxpayer's own child AND AT LEAST ONE 

UNRELATED CHILD in the ordinary course of business may 

deduct employment-related expenses considered to have been 

paid for the care of the child. 

(b) The amount of employment-related ex,2enses 

considered to have been paid by the taxpayer is equal to the 

amount the taxpayer charges for the care of a child of the 

same ~e for the same number of hours of care. The 

employment-related expenses apply regardless of whether any 
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ex_l!enses actually have been paid. Employment-related 

expenses may not exceed the amounts specified in subsection 

(])(d)(ii). 

(C) Only a day-care operator who is licensed and 

registered as required in 5~-i-~it 52-2-721 is allowed the 

deduction under thi~ subsection ill· (Subsection ( B) 

terminates on occurrence of contingency--sec. 12, Ch. 808, 

L. 1991.)" 

NEW SECTION. SECTION 2. COORDINATION INSTRUCTION 

CONTINGENT TERMINATION. (1) IF HOUSE BILL NO. 671 IS PASSED 

AND APPROVED AND IT REPEALS 15-30-121, THEN (THIS ACT) IS 

VOID. 

(2) IF SENATE BILL NO. 235 IS PASSED AND APPROVED BY 

THE ELECTORS OF MONTANA AND IT REPEALS 15-30-121 AND IP 

HOUSE BILL NO. 671 15 NOT PASSED AND APPROVED, THEN [THIS 

ACT] TERMINATES DECEMBER 31, 1993. 

NEW SECTION. Section 3. Effective date -- retroactive 

applicability date. [This act) is effective on passage and 

approval and applies retroactively, within the meaning of 

1-2-109, to tax years beginning after December 31, 1992. 

-End-
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