
HOUSE BILL NO. 671 

INTRODUCED BY GILBERT, ELLIOTT, BIRD, 
DRISCOLL, GRINDE, SCHYE, MERCER, PETERSON 

MARCH 11, 1993 

MARCH 20, 1993 

MARCH 22, 1993 

MARCH 24, 1993 

MARCH 25, 1993 

MARCH 26, 1993 

APRIL 20, 1993 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO NOT PASS. 

ON MOTION, PREVIOUS ACTION 
RECONSIDERED. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 51; NOES, 47. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

ON MOTION, BILL PLACED ON SECOND 
READING. 

SECOND READING, CONCURRED IN. 

ON MOTION, RULES SUSPENDED TO 
ALLOW THIRD READING THIS DAY. 

THIRD READING, CONCURRED IN. 



APRIL 20, 1993 

APRIL 20, 1993 

APRIL 20, 1993 

APRIL 22, 1993 

APRIL 22, 1993 

APRIL 23, 1993 

APRIL 24, 1993 

IN 

IN 

IN 

AYES, 28; NOES, 21. 

RETURNED TO HOUSE. 

THE HOUSE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 

SIGNED BY SPEAKER, 

THE SENATE 

SIGNED BY PRESIDENT. 

THE HOUSE 

DELIVERED ,TO GOVERNOR. 

RETURNED FROM GOVERNOR WITH 
RECOMMENDED AMENDMENTS. 

SECOND READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS NOT CONCURRED IN. 

IN THE SENATE 

SECOND READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS CONCURRED IN. 

THIRD READING, GOVERNOR'S RECOM­
MENDED AMENDMENTS CONCURRED IN. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT REJECTED. 

ON MOTION, PREVIOUS ACTION 
RECONSIDERED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 



APRIL 24, 1993 

APRIL 24, 1993 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE SENATE 

FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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rc1YODUCED BY 3!).J,l.,.~ - ~~ d~ 6,._,.,.,.~ X ½'-L ~ . ,-:([ ;_,,, ,i: 

A BILL FOR AN ACT ENTITLED: ·.,AN ACT GENERALLY REVISING 

INDIVIDUAL INCOME TAX LAWS AND AMENDING CORPORATE LICENSE 

AND INCOME TAX LAWS; PROVIDING A SINGLE INCOME TAX RATE; 

REPLACING ITEMIZED INCOME TAX DEDUCTIONS WITH STANDARD 

DEDUCTIONS AND INCREASING THE EXEMPTION AMOUNT; CHANGING THE 

METHOD OF INDEXING THE STANDARD DEDUCTION AND EXEMPTION 

AMOUNTS; PROVIDING FOR A ONE-TIME TAX CREDIT RESULTING FROM 

GAIN FROM THE SALE OF A BUSINESS HELD FOR 15 OR MORE YEARS; 

INCREASING THE RATE OF THE CORPORATE LICENSE OR INCOME TAX 

FOR CORPORATIONS WITH TAXABLE INCOME OVER $500,000; 

INCREASING THE MINIMUM CORPORATE TAX TO $100; INCREASING THE 

SMALL BUSINESS CORPORATION MINIMUM FEE TO $25; AMENDING 

15-30-101, 15-30-103, 15-30-105, SECTIONS 

15-30-111, 

13-37-218, 

15-30-112, 15-30-117, 15-30-122, 15-30-126, 

15-30-131, 15-30-137, 15-30-142, 

15-31-131, 

REPEALING 

15-31-202, 

SECTIONS 

15-31-204, 

15-30-121, 

15-30-323, 15-31-121, 

AND 15-32-303, MCA; 

15-30-156, 15-30-157, 

15-30-159, AND 15-30-160, 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: 

~ ..... ,..,, .. ., •• caunol 
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•15-30-101. 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--taK--braekets--established--in--l5-38-i83,-bttt 

unad;usted-by-aubseetion-tit-of-i5-38-i83,-ift-effeet-oft-~ttne 

38-of-the-taKable-year~ 

tbt the exemptions contained in 15-30-112, but 

unadjusted by 15-30-ll2(6)7--ift--ef£eet--oft-dttne-38-of-the 

i:axab¼e-yesr; 

tetfil the fflaKimum standard deduction provided in 

15-30-122, but unadjusted by subsection tit J..il of 

15-30-122T-*n-errect-on-~ane-~6-o£-tfte-taxab¼e-year. 

( 2) "Consumer pr ice index for Montana" means the 

consumer price index for all urban consumers, United States 

city average, for all items, using the ¼967 1982-1984 base 

index of 100, as that base index is periodically adjusted, 

as published by the bureau of labor statistics of the U.S. 

department of labor, multiplied by 0.>. 

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

(4) "Dividend" means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 
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dividends ea-herein-def¾ned. ustock 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. 

(7) "Gross income" means the taxpayer 1 s gross income 

for fede<al 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 

included in federal gross income under the provisions of 

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

(8) Ninflation factor" means a number determined for 

each taxable year by dividing the consumer price index for 

Montana for June of the taxable year by the consumer price 

index for Montana for June, ¼988 1994. 

(9) "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal prope,ty, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 
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state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

custody, disposal, or payment of interest, rent, salaries, 

wages, premiums, annuities, compensations, remunerations, 

emoluments, or other fixed or determinable annual or 

periodical gains, profits, and income with respect to which 

any person or fiduciary is taxable under this chapter. 

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

(11) •Net income• means the adjusted gross income of a 

taxpayer less the deductions allowed by this chapter. 

(12) "Paid", for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 

incurred, and the terms Npa.id or incurred" and "paid or 

acc,ued" sha¼¼ must be construed according to the method of 

accounting upon the basis of which the taxable income is 

computed under this chapter. 

(13) "Pension and annuity income" means: 

(a) systematic payments of a definitely determinable 

amount from a qualified pension plan, as that term is used 

in section 401 of the Internal Revenue Code, or systematic 

payments received as the result of contributions made to a 

qualified pension plan that are paid to the recipient or 

recipient's beneficiary upon the cessation of employment; 

(b) payments received as the result of past service and 

cessation of employment in the uniformed services of the 
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United States; 

(c) lump-sum distributions from pe~sion 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 

I e) 

received 

amounts after 

from fully 

contracts. 

cessation of regular employment 

matured, privately purchased annuity 

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

(15) "Received", for the purpose of computation of 

taxabl'e income under this chapter, means received or accrued 

and the term "received or accrued" sha¼¼ must 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 
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from the state and has not established a residence 

elsewhere. 

{ 17) 11 Taxable income 11 means the adjusted gross income of 

a taxpayer less the deductions and exemptions provided for 

in this chapter. 

(18} "Taxable year" means the taxpayer 1 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 15-30-103, MCA, is amended to read: 

"15-30-103. Rate of tax -- adjustment. (1) ~here--sha¼¼ 

be Subject to subsection (2), there is levied, collected, 

and paid for each taxable year commencing on or after 

December 31, ¼968 1992, upon the taxable income of every 

taxpayer individual subject to this tax, after making 

allowance for exemptions and deductions ee--here¼naiter 

pro•¼ded, a tax at the rate of 7.5\ of the individual's 

taxable income en-tfte-£o¼¼ewing-braekets-o£-taxab¼e-ineeme 

aa-ad;tt9ted-ttnder-~ttbeeetion-tit-at-the-£o¼¼owing-rates~ 

tat--on-the-rirst-$i7666-0E-taxab¼e-ineome-or--any--part 

thereef7-i,I; 

tbt--en--the--next--$¼,eee-0£-taxab¼e-¼neeme-er-any-part 

thereo£7-31-;­

tet--on-the-next-$i7888-0£-taxab¼e-ineome--or--any--part 
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thereo£,-4%; 

fdt--oft--the--nexC--$i,689-ef-taxabie-¼neome-er-any-part 

thereef,-51, 

tet--on-the-next-$2,888-or-taxabie-ineome--or--any--part 

thereof7-6%, 

t£t--on--the--next--$i7888-of-taxable-tneome-or-any-part 

thereo£,-T%; 

tgt--on-the-next-$4,889-of-taxab¼e-¼neome--or--any--~art 

thereor,-8%; 

tht--on--the--next--$6,888-0£-taxabie-ineome-or-eny-port 

thereor,-9%, 

t±t--on-the-next-$i57888-0£-toxebie-ineome-or--eny--part 

thereof7-i8t, 

tjt--on--any--taxab¼e-ineome-in-exeeee-0£-$357888-or-any 

part-thereo£,-llt, 

(2) By-No•ember-t-o£-eoeh-yeer7--the--depertment--shoil 

mtt¼tipiy--the--braeRet-amottnt-eontained-in-ettbeeetion-tlt-by 

the-in£¼ation-£aetor-£or-that-taxab¼e--year--and--rottnd--the 

ettmtt¼ative--braekets--to--the--nearest--$188.--~fte-reett¼ting 

ed;tteted-braekets-are-effeettve-fer-that--taxabie--year--snd 

sha¼¼--be--csed--as--the--bas¼s-Eor-impesttton-ef-the-~a~-¼n 

sabseetion-tlt-0£-this--seee¼en The department may adopt 

rules for adjusting the tax rate provided in subsection \1) 

to reflect changes in federal adjusted gross income. The 

rules must adjust the tax rate to maintain a rate that does 
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not exceed 7.5% of an individual's taxable income, as 

determined for the tax year beginning January 1, 1994." 

Section 3. Section 15-30-105, MCA, is amended to read: 

•is-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 sha¼¼ must be levied, 

collected, and paid annually at the rates rate specified in 

15-30-103 with respect to his--entire--net the person's 

taxable income. 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. Stteh The tax 

sha¼¼--be is in lieu of the tax imposed under 15-30-103, The 

gross volume of sales made in Montana during the taxable 
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year sfta¼¼ must be determined according to the provisions of 

Article IV, sections 16 and 17, of the Multistate Tax 

Compact." 

Section 4. Section 15-30-111, MCA, is amended to read: 

"15-30-111. Adjusted gross income. (1) Adjusted gross 

income sha¼i--be is the taxpayer's federal income tax 

adjusted gross income as defined in section 62 of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended and in addition sfta¼¼-ine¼ttde includes 

the following: 

(a) interest received on obligations of another state 

or territory or county, municipality, district, or other 

political subdivision thereof; 

tbt--refttnds-reee±•ed-of--federni--±neome--tnx7--to--the 

exeent--the-deduet¼on-of-stteft-tax-restt¼ted-in-a-red~ction-ot 

Montana-±neome-~ax-¼iab¼¼¼~y~ 

tetfil that portion of a shareholder's income under 

subchapter s. of Chapter l of the Internal Revenue Code of 

1954, that has been reduced by any federal taxes paid by the 

subchapter s. corporation on the income; and 

tdti£l depreciation or amortization taken on a title 

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

(2) Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954, as labeled or amended, 

adjusted gross income does not include the following which 
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are exempt from taxation under this chapter: 

(a) all interest income from obligations of the United 

States government, the state of Montana, county, 

municipality, 

thereofi 

district, or other political subdivision 

(b) interest income earned by a taxpayer age 65 or 

older in a taxable year up to and including $800 for a 

taxpayer filing a separate return and $1,600 for each joint 

return; 

(c) (i) except as provided in subsection (2)(c)(ii), 

the first $3,600 of all pension and annuity income received 

as defined in 15-30-101; 

(ii) for pension and annuity income described under 

subsection (2)(c)(i), as follows: 

(A) each taxpayer filing singly, head of household, or 

married filing separately shall reduce the total amount of 

the exclusion provided in (2)(c)(i) by $2 for every $1 of 

federal adjusted gross income in excess of $30,000 as shown 

on the taxpayer 1 s return: 

(B) in the case of married taxpayers filing jointly, if 

both taxpayers are receiving pension or annuity income or if 

only one taxpayer is receiving pension or annuity income, 

the exclusion claimed as provided in subsection (2)(c)(i) 

must be reduced by $2 for every $1 of federal adjusted gross 

income in excess of $30,000 as shown on their joint return; 

-10-
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(d) all Montana income tax refunds or tax refund 

credits; 

(e) gain required to be recognized by a liquidating 

corporation under 15-31-113(l)(a)(ii); 

(f) all tips covered by section 3402(k) of the Internal 

Revenue Code of 1954, as amended and applicable on January 

1, 1983, received by persons for services rendered by them 

to patrons of premises licensed to provide food, beverage, 

or lodging; 

(g) all benefits received under the workers 1 

compensation laws; 

(h) all health insurance premiums paid by an employer 

for an employee if attributed as income to the employee 

under federal law; and 

( i) all money received because of a settlement 

agreement or judgment in a lawsuit brought against a 

manufacturer or distributor of a.agent orange" for damages 

resulting from exposure to 11 agent orange"; and 

{j) for a single joint return of husband and wife, an 

amount, not to exceed $3,000, equal to 10% of the wages and 

salary received by the spouse that earned the least amount 

of wages and salary in the tax year. 

(3) A shareholder of a DISC that is exempt from the 

corporation license tax under 15-31-102(1)(1) shall include 

in fti9 the shareholder's adjusted gross income the earnings 
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and profits of the DISC in the same manner as provided by 

federal law (section 995, Internal Revenue Code) for all 

periods for which the DISC election is effective. 

{4) A taxpayer who, in determining federal adjusted 

gross income, has reduced his the taxpayer 1 s business 

deductions by an amount for wages and salaries for which a 

federal tax credit was elected under section 448 of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended is allowed to deduct the amount of the 

wages and salaries paid regardless of the credit taken. The 

deduction must be made in the year the wages and salaries 

were used to compute 

partnership or small 

the credit. In the case of a 

business corporation, the deduction 

must be made to determine the amount of income or loss of 

the partnership or small business corporation. 

(5) Married taxpayers filing a joint federal return who 

must include part of their social security benefits or part 

of their tier 1 railroad retirement benefits in federal 

adjusted gross income may split the federal base used in 

calculation of federal taxable social security benefits or 

federal taxable tier 1 railroad retirement benefits when 

they file separate Montana income tax returns. The federal 

base must be split equally on the Montana return. 

(6) A taxpayer receiving retirement disability benefits 

who has not attained age 65 by the end of the taxable year 

-12-
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and who has retired as permanently and totally disabled may 

exclude fcom adjusted grass income up to $100 per week 

received as wages or payments in lieu of wages for a period 

during which the employee is absent from work due to the 

disability. If the adjusted gross income before this 

exclusion and before application of the two-earner married 

couple deduction exceeds $15,000, the excess reduces the 

exclusion by an equal amount. This limitation affects the 

amount of exclusion, but not the taxpayer's eligibility for 

the exclusion. If eligible, married individuals shall apply 

the exclusion separately, but the limitation for income 

exceeding $15,000 is determined with respect to the spouses 

on their combined adjusted gross income. For the purpose of 

this subsection, permanently and totally disabled means 

unable to engage in any substantial gainful activity by 

reason of any medically determined physical or mental 

impairment lasting 

( Subsect-ion ( 2 )( f) 

or expected to last at least 12 months. 

terminates on occurrence of 

contingency--sec. 3, Ch, 634, L, 1983.)" 

Section 5. Section 15-30-112, MCA, is amended to read: 

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

subsection (6), in the case of an individual, the exemptions 

provided by subsections (2) through (5) shall-be are allowed 

as deductions in computing taxable income. 

(2) (a) An exemption of $888 $3,500 shall-be is allowed 
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for taxable years beginning after December 31, ¼9TB 1992, 

for the taxpayer. 

(b) An additional exemption of $888 $3,500 shall-be is 

allowed for taxable years beginning after December 31, ¼9T0 

1992, 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 $888 $3,500 sha½l-be 

is allowed for taxable years beginning after December 31, 

l~T8 1992, for the taxpayer if fte the taxpayer has attained 

the age of 65 before the close of his the taxpayer 1 s taxable 

year. 

(b) An additional exemption of $888 $3,500 sha½l-be is 

allowed for taxable years beginning after December 31, ½9~0 

1992, 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 the 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 $888 $3,500 sha½l-be 

is allowed for taxable years beginning after December 31, 

1~~8 1992, for the taxpayer if he the taxpayer is blind at 
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the close of hie the taxpayer's taxable year. 

(b) An additional exemption of $988 $3,500 shall-be is 

allowed for taxable years beginning after December 31, ¼9~8 

1992, 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 t4ttbt 

.!!U, the determination of whether the spouse is blind shal¼ 

must be made as of the close of the taxable year of the 

taxpayer, except that if the spouse dies during ~tteh the 

taxable year, stteh the determination sha¼¼ must be made as 

of the time of stteh death. 

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

is blind only if h¼s the individual's central visual acuity 

does not exceed 20/200 in the better eye with correcting 

lenses or if his the individual's 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 $988 ~ e~8¼¼-be is allowed 

for taxable years beginning after December 31, ¼9T6 1992, 

for each dependent: 

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

the taxable year of the taxpayer begins is less than $888 
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$3,500; or 

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

(A) has not attained the age of 19 years at the close 

of the calendar year in which the taxable year of the 

taxpayer begins; or 

(B) is a student. 

(b) Ho~ exemption sha¼¼-be is not allowed under this 

subsection 1?.l for any dependent who has made a joint return 

with his the dependent's spouse for the taxable year 

beginning in the calendar year in which the taxable year of 

the taxpayer begins. 

(c} For purposes of subsection (S)(a)(ii), the term 

"child 11 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 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 

subsection t5ttdttHt 

a state. For 

l!il_, the 
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institution" means only an educational institution whieb 

that 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. 

(6) The For tax years beginning after December 31, 

1992, the department, by November 1 of each year, shall 

multiply all the exemptions provided in this section 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 ~ha±± must be used in 

calculating the tax imposed in 15-30-103. 11 

Section 6. Section 15-30-117, MCA, is amended to read: 

"15-30-117. Net operating loss -- computation. (1) A 

Montana net operating loss for a loss incurred in tax years 

beginning after December 31, 1992, must be determined in 

accordance with section 172 of the Internal Revenue Code cf 

1954 or as that section may be labeled or amended and in 

accordance with the following: 

(a) The net operating loss deduction for Montana 

purposes is increased by the-£ollowing~ 

tit--that--port±on--0£--the-federa¼-income-tax-end-motor 

vehie¼e-tax--a¼lowed--ae--a--dedoction--onder--¼5-3e-l%¼--or 

¼5-36-¼3¼--wftieh--ie--attrib~tab¼e--to-ineome-£rom-a-Montana 

trade-or-boeinese~-and 
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(b) The net operating loss deduction 

pu[poses is decreased by the £o¼¼owingT 
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a business 

for Montana 

tit interest received on obligations of another state 

or territory or of a county, municipality, district, or 

political subdivision thereof allowed as nonbusiness income 

under 15-30-lll(l)(a), 

t±±7-£edera¼--ineome-~ax-re£ands-reqaired-to-be-reportee 

ttnder-¼5-30-¼¼¼-and-¼5-36-¼3¼-as-Montana-btts±neee-ineome~ 

t±±it-s~ate-income-tax,-and 

tiTt-any--otfter--nonbtteineee--deduetions--a¼iowed--under 

¼5-39-¼~¼-in-exeeee-of-nonbttsinees-ineome. 

{2) Notwithstanding the provisions of section 172 of 

the Internal Revenue Code of 1954 or as that section may be 

labeled or amended, a net operating loss does not includeT 

fat income defined as exempt from state taxation under 

15-30-111(2),-or 

tbt--a-zero-braeket-dedaetion-pro•ided-for-under-eee~ion 

63--o£--the-fnterna¼-Reyenae-€ode-of-¼954-or-as-tkat-seetion 

may-be-¼abe¼ed-or-amll!nded. 11 

Section 7. section 15-30-122, MCA, is amended to read: 

•15-30-122. Standard deduction. ( 1) A standard 

deduction eqttai-to-%91 of adjusted gross income sha¼¼-be is 

allowed it-e¼ected-by-the-taxpayer-on-his on the taxpayer's 

-18-



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 1291/01 

return. ~he--standa~d--dedttetion--shaii--be--¼~-¼iett-oE-a¼¼ 

dedttctions-a¼¼owed-ttnder-¼5-39-¼iie-~he-maxifflttffl 

ill (a) Except as provided in subsections (2)(b) 

throu_g_h (2) {d), the standard deduction ~hnll-be-~l,588 is 

$5,000. ,-as-ad;osted-under--the--prov½s½ons--0£--sttbsection 

tit7-exeept-that-±n-the-case-of 

(b) For a single joint return of husband and wife, the 

standard deduction is $10,000. or-±n-the-ease-0£ 

(C) For a single individual who qualifies to file as a 

head of household on his the individual 1 s federal income tax 

return, the maximttm standard deduction sha¼¼-be-~37998 is 

$7,500. ,-as-ad;oeted-tt"der--the--~roYisions--of--ettbeection 

t2t. 

ill The standard deduction sh8ll--net--be-8llewed-to 

either-the-htt9baftd-or-~he-w¼£e-±f-the--tex--o£--one--of--the 

spotteee---¼e--de~erm¼ned--withottt--re~ard--~o--the--etandard 

dedttetion for married taxpayers filing separately is $5,000. 

ill_ For purposes of this section, the determination of 

whether an individual is married eha~¼ must be made as of 

the last day of the taxable year;--p~ov±ded,--howevery~ 

However, if one of the spouses dies during the taxable year, 

the determination ehai¼ must be made as of the date of 

death. 

t~till By For taxable years beginning after December 

31, 1994, by November 1 of each year, the department shall 
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multiply the ma~imttffl standard deduction for single returns, 

gualified-head-of-household returns, and joint returns by 

the inflation factor for that taxable year and round the 

product to the nearest $10. ~he-standard-dedaet±on-£or-joint 

retttrns--and--qas¼iEied--heed--of-hottseho¼d-retarns-~hel¼-be 

tw±ee-the-smottnt-£or-eiftg±e-retttrftS• The resulting adjusted 

deductions are effective for that taxable year and eha¼¼ 

must be used in calculating the tax imposed in 15-30-103. 11 

NEW SECTION, Section 8. Credit for sale of business. 

(1) (a) Far tax years beginning after December 31, 1992, an 

individual who realizes a gain that must be included in 

Montana adjusted gross income, from the sale of a business, 

trade, or profession, is allowed a one-time credit against 

the tax imposed by 15-30-103. 

(b) To be eligible for the credit, the individual, 

including the individual's parents, grandparents, children, 

and grandchildren, must have held the interest in the 

business, trade, or profession for at least 15 years. 

(2) (a) Subject 

subsection (2)(b), 

multiplying the gain 

to 

the 

that 

the limitation 

credit must 

was included 

·be 

in 

contained in 

computed by 

the Montana 

adjusted gross income from the sale times the individual's 

highest federal tax rate in the tax year in which the gain 

from the sale is reported times this state's highest tax 

rate for that individual in the same year. 
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(b) For an individual who realized a gain in excess of 

$1 million, the credit is reduced at the rate of $1 for 

every $2 of gain in excess of $1 million. 

(c) The credit provided for in this section is not 

refundable, nor may it be carried back or carried forward. 

(3) For sales that occurred prior to December 31, 1992, 

and for which the gain for the sale of the business, trade, 

or profession is being reported on the installment basis, 

the individual shall satisfy the requirements of subsection 

(l)(b). 

Section 9. Section 15-30-126, MCA, is amended to read: 

•15-30-126. Sa.all business corporation -- deduction for 

donation of C0111.puter equipment to schools. A small business 

corporation, as defined in 15-31-201, is allowed a deduction 

equal to the faic market value, not to exceed 30\ of the 

small business cocporation 1 s net income, of a computer or 

other sophisticated technological equipment or apparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Montana if: 

(1) the contribution is 

after the manufacture of 

substantially completed; 

made 

the 

no later than 5 years 

donated property is 

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

exchange for money, other property, or services; and 
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(3) the electing small business corporation receives a 

written statement from the donee in which the donee agrees 

to accept the property and representing that the use and 

disposition of the property will be in accordance with the 

provisions of subsection (2);-and 

t•t--tfte-dedttet*en-ai¼owed-in-this-seet*on-¼s-*n-i¼e~-er 

~fte--dedttetion--a¼¼owed--ander--¼5-36-i~¼---rer---eftaritab¼e 

eontribtt~ions." 

Section 10. section 15-30-131, MCA, is amended to read: 

•is-30-131. Nonresident and temporary ~ear 

resident taxpayers -- adjusted gross incOllle. l!.l In the case 

of a nonresident or part-year resident taxpayer other-than-a 

~es¼dent-0£-tft¼~-state, adjusted gross income includes the 

entire amount of adjusted gross income as-provided-~er-~" 

~S-30-½¼½ from sources within this state but does not 

include income from annuities, interest on bank deposits, 

interest on bonds, notes, or other interest-bearing 

obligations, or dividends on stock of corporations, except 

to the extent to which the income from annuities, interest 

on bank deposits, interest on bonds, notes, or other 

interest-bearing obligations, or dividends on stock of 

corporations are a part of income from any business, trade, 

profession, or occupation carried on in this state. Interest 

income from installment sales of real or tangible commercial 

or business property located in Montana must be included in 

-22-
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Montana adjusted gross income. Adjusted gross income from 

sources within and outside of this state must be allocated 

and apportioned under rules adopted by the department in 

accordance with the Multistate Tax Compact. 

(2) For purposes of this section, "installment sales" 

means sales in which the buyer agrees to pay the seller in 

one or more deferred installments. 

(3) The deductions allowed in computing net income are 

restricted to a prorated standard deduction, as adjusted, 

allowed under 15-30-122 and prorated exemptions, as 

adjusted, allowed under 15-30-112. The standard deduction 

and the claimable exemptions must be prorated according to 

the ratio that the taxpayer's Montana adjusted gross income 

bears to the taxpayer's federal adjusted gross income." 

Section 11. Section 15-30-137, MCA, is amended to read: 

"15-30-137. Deteraination of tax of estates and trusts. 

The amount of tax must be determined from taxable income of 

an estate or trust in the same manner as the tax on taxable 

income of individuals, by applying the rates rate contained 

in 15-30-103. 

chapter 30, 

applicable." 

Credits 

also apply 

allowed individuals under Title 15, 

to estates and trusts when 

Section 12. Section 15-30-142, MCA, is amended to read: 

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

interest -- refunds -- credits. (1) A return must be filed 
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as provided in subsections (2)(a) through (2)(d} on forms 

and according to rules prescribed by the department. The 

filing status used in subsection (2) must be the same status 

used for the individual's or married couple's federal income 

tax return, 

12) A return must be filed by: 

1il Bvery each single individual and--~~ery-married 

¼nd±vidaa¼-net-fi¼±ng-a-jo¼nt-rettt~ft-with-h¼~-or-her--spottse 

aftd having a gross income for the taxable year of more than 

$±78887 the combined amount of the standard deduction for a 

single individual plus the amount for the exem,e.tion 

claimable by the individual as provided in 15-30-112; "" 

ad;tts~ed-tt"der-~he-provisions-er-eobseet¼on-t~t7-aftd 

(b) each individual filing as a head of household 

having gross income for the taxable year of more than the 

combined amount of the standard deduction for a head of 

household plus the amount for the exemption claimable by the 

individual as provided in 15-30-112; 

1.£1 married individuals not filing separate returns and 

having a combined gross income for the taxable year of more 

than $i,8887 the combined amount of the standard deduction 

for married individuals not filing separately plus the 

amount for the exemption claimable by the individuals as 

provided in 15-30-112; and 

ill as-adjusted-under-the-provisions-or-subseetion-t~tT 
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eha¼½-be-¼±ab¼e-£or-a-retHrft-to-be-f±¼ed-on-s~eh--forms--a"d 

aeeord¼ng--to--sach--ra¼es--as--the-de~artmeat-may-preseribe 

married individuals filing separately with combined gross 

income exceedin.9 _ _Q_ne-half .9J _th_e combined a_f[lC?Y,nt of the 

standard deduction for married individuals not filin.9. 

separately plus the amount for the exemption claimable by 

the individual as provided in 15-30-112. ~he--groes--ineome 

tu11ottnts--referred--to--±n--the--precedin9--sentence-sha!i-be 

±ncreased-by-$8887--as--ad;asted--~nder--the--prov±s±ons--of 

l5-30-llit6t,---for---each---add±t±ofta±--persoftal--e~empt±oft 

a¼¼owanee-the-taxpayer-*s-entit¼ed-to-e¼aim-for-himse¼£--aftd 

h¼s-spottse-ttftder-iS-38-iiit3t-aftd-t~tT 

ill A nonresident shall-be is required to file a return 

if his the nonresident's gross income for the taxable year 

derived from sources within Montana exceeds the total amount 

of the prorated exemption deduction and prorated standard 

deduction he--is--entit¼ed--tc--e¼aim--rer--himse¼E-and-his 

claimable by the nonresident and the nonresident's spouse 

under the provisions of 15-30-112(2), (3), and (4), 

titill In accordance with instructions set forth by the 

department, every taxpayer who is marriedL and who is living 

with httsbaftd--or--wire the taxpayer 1 s spouse, and who is 

required to file a return may, at his-or-her the taxpayer 1 s 

option, file a joint return with hnsbaftd-or-wi£e the spause 

even though one of the spouses has neither gross income nor 
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deductionsa If a joint return is made, the tax sha¼¼ must be 

computed on the aggregate taxable income and the liability 

with respect to the tax shail-be is 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. 

t3till If afty-sttch ~ taxpayer is unable to make h±s-owft 

~ return that is required to be made by the taxpayer, the 

return sha¼¼ must be made by a duly authorized agent or by a 

guardian or other person charged with the care of the person 

or property of eueh the taxpayera 

t4till All taxpayers, including but not 

those subject to the provisions of 15-30-202 and 

limited to 

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 

aftdfer and any payment made by reason of an estimated tax 

return provided for in 15-30-2417-provided,-however; if the 

tax so computed is greater by $1 than the amount withheld 

andfor or paid by estimated return as provided in this 

chapter. If the amount of tax withheld aftdfor or payment of 

estimated tax exceeds by more than $1 the amount of income 

tax as computed, the taxpayer she¼¼--be is entitled to a 
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refund of the excess. 

t5till As soon as practicable after the return is 

filed, the department shall examine and verify the tax. 

t6till If the amount of tax as verified is greater than 

the amount there~e~ore paid, the excess eha¼l must 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 of a 

year on the additional tax. In stteh that caseL there shell 

be is no penalty because of saeh the understatement, 

provided the deficiency is paid within 60 days after the 

first notice of the amount is mailed to the taxpayer. 

t~till By November l of each year, the department shall 

mtt¼tiply determine the minimum amount of gross income 

necessitating the filing of a return by-~he-inr±8t¼eft-rae~or 

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. 

t8t.1l.Q.l 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, 

(11) For the purposes of this section: 

(a) ••exemption" means an exem12.tion provided by 
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15-30-112 and includes the adjustment ,erovided in 

15-30-112(6); and 

(b) .. standard deduction" means a deduction provided by 

15-30-122 and includes the adjustment .E_rovided in 

1s-30-122w.• 

Section 13. Section 15-30-323, MCA, is amended to read: 

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

required by 15-30-142t6till is not made within 60 days or if 

the understatement is due to negligence on the part of the 

taxpayer but without fraud, there sh8¼¼ must be added to the 

amount of the deficiency 5\ theree£;-preY½ded7-however7-th8t 

no of the deficiency. However, a deficiency penalty shai¼ 

ma~ be less than $2. Interest viii must be computed at 

the rate of 9\ per annum or fraction thereof of a year on 

the additional assessment. Except as otherwise expressly 

provided in this subsection, the interest sha¼± must in all 

cases be computed from the date the return and tax were 

originally due as distinguished from the due date as it may 

have been extended to the date of payment. 

(2) If the time for filing a return is extended, the 

taxpayer shall pay in addition interest ~he~eoft on the tax 

due at the rate of 9\ per annum from the time when the 

return was originally required to be filed to the time of 

payment.• 

Section 14. Section 15-31-121, MCA, is amended to read: 
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"15-31-121. (Temporary) Rate of tax -- minimum tax 

surtax. (1) Except as provided in subsection (2), the 

percentage of net income to be paid under 15-31-101 shall-be 

is: 

~ 6 3/4\ of all the first $500,000 of net income for 

the taxable period; and 

(b) 7 1/4% of all net income in excess of $500,000 for 

the taxable period. The-rate-set-forth--¼fl--this--sttbseetion 

t¼+--~ha¼¼--be--e££eet¼ve-for-a¼i-taxab¼e-year~-end±n9-on-er 

af~er-febrttary-i87 -¼9~¼T-Th¼~-rate--is--retroaet¼¥e--to--and 

e£feet¼ve--£or-a¼¼-taxab¼e-years-end±ng-on-or-after-Pebrttary 

~87-19~1. 

(2) For a taxpayer making a water 1 s-edge election, the 

percentage of net income to be paid under 15-31-101 shall-be 

is 7\ of all taxable net income for the taxable period. 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not less than 

$50. 

(4) After the amount of tax liability has been computed 

under subsections (1) through (3), each corporation subject 

to taxation under this part shall add, as a surtax for tax 

year 1992, 2.3% of the tax liability and, as a surtax for 

tax year 1993, 4.7% of the tax liability, and the amount so 

derived is the amount due the state. 

(5) The additional tax col.lected under subsection (4) 
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must be deposited to the credit of the state general fund. 

15-31-121. (Effective on receipt of taxes for tax year 

1993) Rate of tax -- minimum tax -- surtax. (1) Except as 

provided in subsection (2), the percentage of net income to 

be paid under 15-31-101 ehall-be is: 

~ 6 3/4\ of all the first $500,000 of net income for 

the taxable period; and 

(b) 7 1/4% of all net income in excess of $500,000 for 

the taxable period. The-rate-set-£erth--¼ft--th¼s--s~bseetieft 

tlt--shall--be--effeetiTe-for-ell-taxable-years-eftdiftg-oft-or 

after-Pebr~ary-Z8,-¼97¼o-~h¼s-ra~e--½s--retreaeetve--eo--aftd 

ef£eet¼Ye--for-a¼¼-taxab¼e-years-eftd¼ftg-oft-or-a£~er-Pebrttary 

i87-l~Tl, 

(2) For a taxpayer making a water's-edge election, the 

percentage of net income to be paid under 15-31-101 ehall-be 

is 7\ of all taxable net income for the taxable periode 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not less than 

S58 $100. 

(4) After the amount of tax liability has been computed 

under subsections (1) through (3), each corporation subject 

to taxation under this part shall add, as a surtax for tax 

year 1988, 4\ of the tax liability, and the amount so 

derived is the amount due the state." 

Section 15. Section 15-31-202, MCA, is amended to read: 
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"15-31-202. Small business corporation not subject to 

chapter. (1) A small business corporation is not subject to 

the taxes imposed by this chapter. The corporate net income 

or loss of the corporation is included in the stockholders' 

adjusted gross income as defined in 15-30-111. 

(2) Each small business corporation is required to pay 

the minimum fee of $t8 ill required by 15-31-204." 

Section 16. Section 15-31-204, MCA, is amended to read: 

•15-31-204. Minilllll.DI fee of small business corporatiOns 

unaffected. Notwithstanding the provisions of 15-31-121, 

small business corporations shall pay a minimum fee of $%8 

ill•" 

Section 17. Section 15-31-131, MCA, is amended to read: 

"15-31-131. Credit for dependent care assistance. (1) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant to a 

program that meets the requirements of section 89(k) and 

l29(d)(2) through (6) of the Internal Revenue Code. 

(2) (a) The amount of the credit allowed under 

subsection (l) is 201 of the amount paid or incurred by the 

employer during the taxable year, but the credit may not 
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exceed $1,250 of day-care assistance actually provided to or 

on behalf of the employee. 

(b} For the purposes of this subsection, marital status 

must be determined under the rules of section 2l(e)(3} and 

(4) of the Internal Revenue Code. 

{C) In the case of an onsite facility, the amount upon 

which the credit allowed under subsection (l} is based, with 

respect to any dependent, must be based upon utilization and 

the value of the services provided. 

(3) An amount paid or incurred during the taxable year 

of an employer in providing dependent care assistance to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (1) if the amount was paid or 

incurred to an individual described in section 129(c)(l) or 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred by an 

provide dependent care assistance to or on 

employer 

behalf of 

to 

an 

employee does not qualify for the credit allowed under 

subsection (1): 

{a) to the extent the amount is paid or incurred 

pursuant to a salary reduction plan; or 

(b) if the amount is paid or incurred for services not 

performed within this state. 

•(5) If the credit allowed under subsection (1) is 

claimed, the amount of any deduction allowed or allowable 
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under this chapter for the amount that qualifies for the 

credit (or upon which the credit is based) must be reduced 

by the dollar amount of the credit allowed. The election to 

claim a credit allowed under this section must be made at 

the time of filing the tax return. 

(6) The amount upon which 

subsection (1) is based may not be 

the credit allowed under 

included in the gross 

income of the employee to whom the dependent care assistance 

is provided. However, the amount excluded from the income of 

an employee under this section may not exceed the 

limitations provided in section l29(b) of the Internal 

Revenue Code. For purposes of Title 15, chapter 30, part 2, 

with respect to an employee to whom dependent care 

assistance is provided, 11 wages" does not include any amount 

excluded under this subsection. Amett~ts-exe±ttded-ttnder--th¼s 

sttbseetion--de-not-gtta±i£y-as-expenses-tor-wh¼eh-a-eedttetioft 

is-allowed-to-the-employee-ttnder-15-~9-l~l. 

(7) Any tax credit otherwise allowable under this 

section that is not used by the 

year may be carried fo~ward 

taxpayer in 

and offset 

a particular 

against the 

taxpayer's tax liability for the next succeeding tax year. 

Any credit remaining unused in the next succeeding tax year 

may be carried forward and used in the second succeeding tax 

year, and likewise through the fifth year succeeding the tax 

year in which the credit was first allowed or allowable. A 
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credit may not be carried forward beyond the fifth 

succeeding tax year. 

(8) If the taxpayer is an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation's shareholders. A shareholder's 

credit must be computed using the shareholder's pro rata 

share of the corporation's costs that qualify for the 

credit. In all other respects, the effect of the tax credit 

applies to the corporation as otherwise provided by law. 

(9) For purposes of the credit allowed under subsection 

(1): 

(a) The definitions and special rules contained in 

section 129(e) of the Internal Revenue Code apply to the 

extent applicable. 

(b) "Employer" means an employer carrying on a 

business, trade, occupation, or profession in this state. 

(c) "Internal Revenue Code" means the federal Internal 

Revenue Code as amended and in effect on January 1, 1989." 

Section 18. Section 15-32-303, MCA, is amended to read: 

"15-32-303. Deduction for purchase of Montana produced 

organic fertilizer. In addition to all other deductions from 

ad;tteted---gress--individtta¼--ineome--al¼ewed--in--eompttti~g 

~axab±e-ineeme-ttnder-~i~±e-¼57 -ehapter--387 --er from gross 

corporate income allowed in computing net income under Title 
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15, chapter 31, part 1, a taxpayer may deduct hte 

expenditures made by the taxpayer for organic fertilizer 

produced in Montana and used in Montana if the expenditure 

was not otherwise deducted in computing taxable income.fl 

Section 19. 

"13-37-218. 

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

Limitations on receipts from political 

cormnittees. 1!l A candidate for the state senate may receive 

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

from all political committees contributing to his the 

campaign, and a candidate for the state house of 

representatives may receive no more than $600 in total 

combined monetary contributions from all political 

committees contributing to his the campaign. The foregoing 

limitations sha¼¼ must be multiplied by the inflation factor 

as defined in i5-36-i6it8t subsection (2) for the year in 

which general elections are held after--1904~~ the 

resulting figure shall~ be rounded off to the nearest 

$50 increment. The commissioner of political practices shall 

publish the revised limitations as a rule. In-kind 

contributions may not be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

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

(2) "Inflation factor" means a number determined for 

ea~h year by dividing the consumer price index for June of 
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the year by the consumer price index for June 1980. The 

consumer price index to be used in determining the inflation 

factor is 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. 

de.E_artment of labor." 

NEW SECTION. Section 20. Codification instruction. 

[Section 8] is intended to be codified as an integral part 

of Title 15, chapter 30, and the provisions of Title 15, 

chapter 30, apply to [section 8]. 

NEW SECTION. Section 21. Transition. ( 1) 

Notwithstanding the provisions of 15-30-111, the adjusted 

gross income of an individual includes refunds of federal 

income tax received for tax years prior to December 31, 

1992, to the extent that the deduction of the tax resulted 

in a reduction of Montana income tax liability. 

(2) Notwithstanding the provisions of 15-30-122, all 

itemized deductions allowed pursuant to 26 U.S.C. 161 and 

211 that may be carried forward, including but not limited 

to the contributions carryover, investment interest expense 

carryover, home mortgage interest amortization, bond premium 

amortization, and deduction for income in respect of a 

decedent, may be continued to be carried forward for a 

period not to exceed 5 years. 

NEW SECTION. Section 22. Repealer. sections 15-30-121, 
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1 15-30-156, 15-30-157, 15-30-159, and 15-30-160, MCA, are 

2 repealed. 

3 NEW SECTION. Section 23. Effective date -- retroactive 

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

5 approval and applies retroactively, within the meaning of 

6 1-2-109, to tax years beginning after December 31, 1992. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB671, 2nd reading. with floor amendments. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act generally revising individual income tax laws and amending corporate license and income tax laws; providing a single 
income tax rate; replacing itemized income tax deductions with standard deductions and increasing the exemption amount; 
changing the method of indexing the standard deduction and exemption amounts; providing for a one-time tax credit resulting 
from gain from the sale of a business held for 15 or more years; increasing the rate of the corporate license or income tax 
for corporations with taxable income over $500,000; increasing the minimum corporate tax EG-$100; increasing the small 
business corporation minimum fee to $25; and providing an immediate effective date and a retroactive applicability date. 

ASSUMPTIONS: 

Individual In<"'J"'A Tax 
1. Individual income tax revenues are $328,943,000 in FY94, and $339,696,000 in FY95 (HJR3). 
2. Under the proposal, the current method of indexing the individual income tax would be changed by indexing for one-half 

the current inflation rate. 
3. Under the proposal, the exemption level would increase to $3,500. 
4. Under the proposal, the standard deduction would be equal to 30% of Montana adjusted gross income (MAGI), with minima of 

$2,500; $3,000; and $4,000; and maxima of $5,000; $7,500; and $10,000 for single filers, heads of households, and 
married couples, respectively. 

5. Under the proposal, the exemption and standard deduction amounts are phased out for those households having federal 
adjusted gross incomes (FAGI) between $150,000 and $200,000. 

6. Under the proposal, married couples where both have wage and salary income would be entitled to a two-earner deduction 
equal to 10% of the lower earner' wages and salaries, up to a maximum deduction of $3,000. 

7. Under the proposal, there would be a single tax rate of 7.2 percent for tax year 1993; 7.2 percent for tax year 1994; 
and 7.3 percent for tax year 1995. 

8. The proposal would be effective January 1, 1993. 
9. The individual income tax proposal provided for in this bill increases collections $30,219,000 in FY94; and $35,886,000 

in FY95 (DOR income tax simulation model). 

Corporation License Tax 
10. Corporation license tax collections are $65,246,000 (MDOR) in FY94 and $66,804,000 in FY95 (HJR3). 
11. The proposal would increase the minimum tax on regular corporations from $50 to $100, and from $10 to $25 for small 

business corporations. 

(Over)·~~ 

3~c;~73 B~~ 3.-~~-'\~ --' 

DAVID LEWIS, BUDGET DIRECTOR DATE BOB GILBERT, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB671. 2nd rd., floor amend. 
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Fiscal Note Request, HB67 l, 2nd reading, . with floor amendments 
Form BD-15 page 2 
( continued) 

Corporation License Tax {cont.I 

12. For tax year 1993, the proposal increases the tax rate on corporations from 6.75% (7% for water's edge corporations) to 
7.08% on taxable income under $500,000 and 7.57% on taxable income over $500,000 (7.33% on taxable income under 
$500,000 and 7.82% on taxable income over $500,000 for Water's edge corporations). 

13. For tax years 1994 and thereafter, the proposal increases the tax rate on taxable income greater than $500,000 from 
6.75% (7% for water's edge corporations) to 7.25% (7.5% for water's edge corporations). 

14. The tax year 1993 surtaxes provided for in HB44 (July, 1992 Special Session) are repealed under this proposal. 
15. Total corporation license tax audit collections are $7.8 million in both FY94 and FY95 (LFA). 
16. Total corporation license tax credits are $1.2 million in FY94 and $1.22 million in FY95 (LFA). 
17. Under this proposal corporation license and income taxes are increased $2,684,000 in FY94; and $2,767,000 FY95 (DOR). 

FISCAL IMPAC'r: 

Revenues· 

FY '94 FY '95 
Current Law Pr2'!osed Law Differ!;!ns;;e ~urrent Law Pro12osed Law Diff!;!rence 

Individual Income Tax $328,943,000 $359,163,000 $30,220,000 $339,696,000 $375,582,000 $35,886,000 
corporation License TM 65,246,QOO 67,930,000 2,684,000 66,804,000 69,571,000 2,767,0QQ 

Total $394,189,000 $427,093,000 $32,904,000 $406,500,000 $445,153,000 $38,653,000 

General Fund $232,149,000 $251,629,000 $19,480,000 $239,257,000 $262,147,000 $22,890,000 
School Equalization 121,624,000 131,934,000 10,310,000 125,374,000 137,505,000 12,131,000 
LRB - Debt Service 34,888,000 37,775,000 2,887,000 35,947,000 39,333,000 3,386,000 
counties 5, 52!L 000 5,755,000 227,000 :i,:122,000 6,168,QO0 246,000 

Total $394,189,000 $427,093,000 $32,904,000 $406,500,000 $445,153,000 $38,653,000 

IMPACT ON LOCAL REVENUES: 
Under current and proposed law, each county receives 80% of the corporation tax collected from financial institutions within 
the county boundaries. Under the proposed legislation, counties would receive an additional $227,000 in FY94 and $246,000 
in FY95 in financial institution tax revenues. 
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HOUSE BILL NO. 671 

APPROVED BY COMMITTEE 
ON TAXATION 

INTRODUCED BY GILBERT, ELLIOTT, BIRD, 

DRISCOLL, GRINDE, SCHYE, MERCER, PETERSON 

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING 

INDIVIDUAL INCOME TAX LAWS AND AMENDING CORPORATE LICENSE 

AND INCOME TAX LAWS: PROVIDING A SINGLE INCOME TAX RATE; 

REPLACING ITEMIZED INCOME TAX DEDUCTIONS WITH STANDARD 

DEDUCTIONS AND INCREASING THE EXEMPTION AMOUNT; CHANGING THE 

.METHOD OF INDEXING THE STANDARD DEDUCTION AND EXEMPTION 

AMOUNTS: PROVIDING FOR A ONE-TIME TAX CREDIT RESULTING FRON 

GAIN FROM THE SALE OF A BUSINESS HELD FOR 15 OR MORE YEARS; 

INCREASING THE RATE OF THE CORPORATE LICENSE OR INCOME TAX 

FOR CORPORATIONS WITB TAXABLE INCOME OVER $500,000; 

INCREASING THE MINIMUM CORPORATE TAX TO $100; INCREASING THE 

SMALL BUSINESS CORPORATION MINIMUM FEE TO $25; AMENDING 

15-30-101, 15-30-103, 15-30-105, SECTIONS 

15-30-lll, 

13-37-218, 

15-30-112, 15-30-117, 15-30-122, 15-30-126, 

15-30-131, 15-30-137, 15-30-142, 

15-31-131, 

REPEALING 

15-31-202, 

SECTIONS 

15-31-204, 

15-30-121, 

15-30-323, 15-31-121, 

AND 15-32-303, MCA; 

15-30-156, 15-30-157, 

15-30-159, ANB 15-30-160, AND 15-30-199, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY 

DATE." 
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BE IT ENACTED BY THE LEQISLATORE OF THE STATE OF MONTANA: 

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

•15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

(1) "Base year structure• means the following elements 

of the income tax structure: 

(a) the-tax--braekets--estab¼¼shed--¼n--¼5-38-¼837--bat 

anad;asted-by-sabseet¼on-tit-o!-¼5-38-¼837-¼n-e!Eeet-on-aane 

38-oE-the-taxab¼e-yearT 

tbt the exemptions contained in 15-30-112, but 

unadjusted by 15-30-112(6)7-¼n-e!Eeet--on--aane--38--oE--the 

taxab¼e-year: 

tetfil the m.ax¼mam standard deduction provided in 

15-30-122, but unadjusted by subsection tit ill of 

15-30-1227-¼n-e!Eeet-on-aane-38-oE-the-taxab¼e-year. 

( 2) "Consumer price index for Montana" means the 

consumer price index for all urban consumers, United States 

city average, for all items, using the ¼96~ 1982-1984 base 

index of 100, as that base index is periodically adjusted, 

as published by the bureau of labor statistics of the u.s. 
department of labor, multiplied by 0.5. 

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

(4) "Dividend" means any distribution made by a 

corporation out of its earnings or profits to its 

-2- HB 671 
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shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as--herein--deEined. "Stock dividends" means new 

stock issued, for surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

(SJ "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. 

(7) "Gross income• ■eans 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 a.mended, excluding unemployment compensation 

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 conswner price index for 

Montana for June of the taxable year by the consumer price 

index for Montana for June, ¼988 i99t 1993. 

(9) "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 
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subdivision of the 
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fiduciaries, brokers, real estate 

and all officers and employees of the 

municipal 

state, 

corporation 

having the 

or political 

control, receipt, 

custody, disposal, or payment of interest, rent, salaries, 

wages, premiums, annuities, 

emoluments, or other fixed 

compensations, remunerations, 

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) "Paid", for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 

incurred, and the teras •paid or incurred• and •paid or 

accrued" ehaii must be construed according to the method of 

accounting upon the basis of which the taxable income is 

computed under this chapter. 

(13) "Pension and annuity income• means, 

(a) systematic payments of a definitely determinable 

amount from a qualified pension plan, as that term is used 

in section 401 of the Internal Revenue Code, or systematic 

payments received as the result of contributions made to a 

qualified pension plan that are paid to the recipient or 

recipient's beneficiary upon the cessation of employment; 
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(bl 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. 

(15) "Received", for the purpose of computation of 

taxable income under this chapter, means received or accrued 

and the term Nreceived or accrued• sha!i must 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 
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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.• 

Section 2. Section 15-30-103, MCA, is amended to read: 

"15-30-103. (TEMPORARY FOR TAX YEARS 1993 AND 1994) 

Rate of taz ---ad;nstment. t¼t-~here--sha¼¼--be Sab;eet--to 

snbseetien--tit7--there THERE is levied, collected, and paid 

for each taxable year commencing on-er after December 31, 

¼968 1992, upon ,the taxable income of every tszpayer 

individual subject to this tax, after making allowance for 

exemptions and deductions as-hereina£ter-prowided, a tax at 

the rate of iT51 7.3\ of the individual's taxable income on 

the-fo¼¼owing-braekets-of-taxab¼e-ineeme-as--adjasted--ander 

sabseetien-tit-at-the-fe¼¼owing-rates~ 

tat--en--the--first-$¼7888-ef-taxab¼e-ineome-or-any-part 

thereo£7-il,-
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tbt--on-the-next-$¼7888-0£-taxab¼e-ineome--or--any--part 

thereo£7-3IT 

tet--on--the--next--$i7888-0£-taxab¼e-ine .... e-or-any-part 

thereo£7-4IT 

tdt--on-the-next-$i7888-of-taxab¼e-ineome--or--any--part 

theree£,-51t 

tet--on--the--next--$i7888-0£-taxab¼e-ineome-or-any-part 

thereof7-6IT 

trt--on-the-next-$i7&88-of-taxab¼e-ineome--or--any--part 

thereo£7-~IT 

tgt--on--the--next--$47888-0£-taxab¼e-ineome-or-any-part 

thereefy-81; 

tht--on-the-next-$67888-of-taxabie-ineeme--or--any--part 

thereo£7-9l7 

tit--on--the--next-$¼S7888-0£-taxab¼e-ineome-or-any-part 

thereef7-¼8IT 

t;t--on-any-taxab¼e-ineome-in-exeess-0£-$357888--or--any 

part-thereof7-¼il. 

tit--By--No•ember--¼--0£-each-year7-the-department-sha¼¼ 

■ait¼p¼y-the-braeket-a-ant-eontained-in-sabaeetion--tlt--by 

the--infiation--£aetor--£or--that-taxab¼e-year-and-roand-the 

ca■aiati•e-braeketa--to--the--nearest--8¼88~--~he--reaaiting 

ad;asted--brae~eta--are--ef£eeti•e-£or-that-taxab¼e-year-and 

ahai¼-be-aaed-as-the-baais-Eor--¼■poaition--0£--the--tax--tn 

sabaeetion--tlt--of--thia--aeet¼on ~he-department-may-adopt 
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ra¼es-for-ad;asting-the-tax-rate-pro•ided-in-sabaeetion--tit 

to--ref¼eet--ehanges--¼n--tedera¼-ad;asted-gress-tneomeT-~he 

ra¼es-aast-ad;ast-the-taz-rate-to-ma¼nta½n-a-rate-that--dees 

net--ezeeed--TT51--0£--an--½nd¼vidaa½ie--taxab¼e--ineoae7-as 

determ¼ned-£or-the-tax-year-beginning-aanaary-i,-½994T" 

SECTION 3. SECTION 15-30-103, MCA, IS AMENDED TO READ: 

"15-30-103. Rate of ta..: -- adjustment. (l) ~here--shaii 

be Subject to subsection (2), there is levied, collected, 

and paid for each taxable year commencing on or after 

December 31, 1968 1994, upon the taxable income of every 

taxpayer individual subject to this tax, after making 

allowance for exemptions and deductions aa--here¼naf~er 

prOYided, a tax at the rate of 7.4\ of the individual's 

taxable income on-the-Eo¼¼ewin!-brae~ets-or-taxabre-*neeme 

aa-ad;aated-ander-sabseetion-tit-at-the-fo¼iewing-rates~ 

tat--on-the-first-$¼,888-ef-taxabie-¼neome-or--any--part 

thereo£7-ilT 

tbt--on--the--next--$17888-ef-taxab¼e-ineome-or-any-part 

thereef7-317 

tet--on-the-next-$~7888-of-taxabie-¼neome--or--any--part 

thereof7-4IT 

tdt--on--the--next--$i,888-ef-taxabie-ineome-or-any-part 

thereof,-SIT 

tet--on-the-next-$i7888-of-taxabie-ineeme--or--any--part 

thereo£7-6IT 
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tft--on--the--next--$i7888-or-taxabie-ineome-or-any-part 

thereo£7-~,T 

tgt--on-the-next-$47888-or-taxabie-ineome--or--any--part 

thereo£7-8'7 

tht--on--the--next--$67888-or-taxabie-ineome-or-any-part 

thereof7-9'7 

tit--on-the-next-$i57888-or-taxabie-ine-e-or--any--part 

thereof7-i8,7 

t;t--on--any--taxabie-ineome-in-exeess-of-$35,888-or-any 

part-thereof7-ii,. 

(2) By-Hovember-i-or-eaeh-year7--the--department--shaii 

maitipiy--the--braeket-emoant-eontsined-in-sabseetion-tit-by 

the-inriation-£aetor-£or-that-tsxabie--yesr--snd--roand--the 

eamaiative--braekets--to--the--nearest--$i88T--~he-resaiting 

adjasted-braekets-are-efreetive-for-that--taxsbie--year--and 

shaii--be--ased--as--the--basis-ror-imp,osition-of-the-tax-in 

sabseetion-tit-or-this-seetion (a) The department shall, 

pursuant to subsection (2)(b), adjust the tax rate provided 

in subsection (1) to reflect changes in federal adjusted 

gross income. The adjustment must maintain a rate that 

produces revenue that does not exceed 7.4\ of taxable income 

based upon the definition of federal adjusted gross income 

as provided in 26 U.S.C. 62 on January 1, 1993. Prior to 

adopting a change in rate~ the department shall present the 

proposed change to the revenue oversight committee for 
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review by the committee. 

(b) (i) For purposes of subsection (2)(a), for tax year 

1994 and each tax year thereafter, the department shall in 

the succeeding year determine the change in the amount of 

revenue collected resulting from changes made by the United 

States congress to federal adjusted gross income, as defined 

by the Internal Revenue Code, effective for that year. 

(iii Based on the determination in subsection (2)(bl(il, 

the tax rate for the tax year following the determination 

must be adjusted in increments of 0,1\. 

(iii) A change in the rate may not be made unless the 

amount of change exceeds $4.5 million." 

Section 4. 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 shaii must be levied, 

collected, and paid annually at the rates rate specified in 

15-30-103 with respect to his-~entire--net the person's 

taxable income. A£ter-eaieaiating-the-tax-impesed7 -the-tax 

dae-and-payabie-mast-l>e-determined-based-apen-the--ratio--or 

ifleome--earfted--¼n--Mon~ana-to-~etai-ineome•-lnterest-ineome 

rrom-instaiiment-saies-or-rea¼--or--tsngibie--eommereiai--er 

bnsiness--preperty--¼oeated--in-Montana-is-eensidered-¼neeme 

earned-¼n-MentanaT 

(2) Pursuant to the provisions of Article III, section 
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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. Stteh The tax 

eha¼¼--be is in lieu of the tax imposed under 15-30-103. The 

gross volume of sales made in Montana during the taxable 

year aha¼¼ must be determined according to the provisions of 

Article IV, sections 16 and 17, of the Multistate Tax 

Compact.• 

Section 5. Section 15-30-111, MCA, is amended to read: 

•15-30-111. Adjusted gross incc:ae. (l) Adjusted gross 

income sha¼¼--be is the taxpayer"s federal income tax 

adjusted gross income as defined in section 62 of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended and in addition eha¼¼-ine¼ade includes 

the following: 

(a) interest received on obligations of another state 

or territory or county, municipality, district, or other 

political subdivision thereof: 

tbt--reEande-reeei•ed-oE--Eedera¼--ineome--tax7--to--the 

extent--the-dedaetion-oE-eaeh-tax-reea¼ted-in-a-redaetion-oE 
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Montana-ineome-tax-¼iabi¼ity; 

tetfil that portion of a shareholder's income under 

subchapter S. of Chapter.! of the Internal Revenue Code of 

1954, that has been reduced by any federal taxes paid by the 

subchapter S. corporation on the income; and 

tdtfil depreciation or amortization taken on a title 

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

(2) Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954, as labeled or amended, 

adjusted gross income does not include the following which 

are exempt from taxation under this chapter: 

(a) all interest income from obligations of the United 

States government, the state of Montana, county, 

municipality, district, or other political subdivision 

thereof: 

(bl interest income earned by a taxpayer age 65 or 

older in a taxable year up to and including $800 for a 

taxpayer filing a separate return and $1,600 for each joint 

return; 

(c) (i) except as provided in subsection (2)(c)(ii), 

the first $3,600 of all pension and annuity income received 

as defined in 15-30-1011 

(ii) for pension and annuity income described under 

subsection (2)(c)(i), as follows: 

(A) each taxpayer filing singly, head of household, or 
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married filing separately shall reduce the total amount of 

the exclusion provided in (2)(c)(i) by $2 for every $1 of 

federal adjusted gross income in excess of $30,000 as shown 

on the taxpayer's return; 

(Bl in the case of married taxpayers filing jointly, if 

both taxpayers are receiving pension or annuity income or if 

only one tax.payer is receiving pension or annuity income, 

the exclusion claimed as provided in subsection (2)(c)(i) 

must be reduced by $2 for every $1 of federal adjusted gross 

income in excess of $30,000 as shown on their joint return; 

(d) all Montana income tax refunds or tax refund 

credits; 

(e) gain required to be recognized by a liquidating 

corporation under 15-31-lll(l)(a)(ii); 

(f) all tips covered by section 3402(k) of the Internal 

Revenue Code of 1954, as amended and applicable on January 

1, 1983, received by persons for services rendered by them 

to patrons of premises licensed to provide food, beverage, 

or lodging; 

(g) all benefits received under the workers' 

compensation laws; 

( h) all health insurance premiums paid by an employer 

for an employee if attributed as income to the employee 

under federal law; ar,d 

( i) all money received because of a settlement 
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agreement or judgment in a lawsuit brought against a 

manufacturer or distributor of •agent orange" for damages 

resulting from exposure to •agent orange"; and 

(j) for a single joint return of husband and wife, an 

amount, not to exceed $3,000, equal to 10\ of the wages and 

salary received by the spouse that earned the least a,aount 

of wages and salary in the tax year. 

(3) A shareholder of a DISC that is exempt from the 

corporation license tax under 15-31-102(1)(1) shall include 

in his the shareholder's adjusted gross income the earnings 

and profits of the DISC in the same manner as provided by 

federal law (section 995, Internal Revenue Code) for all 

periods for which the DISC election is effective. 

(4) A taxpayer who, in determining federal adjusted 

gross income, has reduced h¼s the taxpayer's business 

deductions by an amount for wages and salaries for which a 

federal tax credit was elected under section 44B of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended is allowed to deduct the amount of the 

wages and salaries paid regardless of the credit taken. The 

deduction must be made in the year the wages and salaries 

were used to compute the credit. In the case of a 

partnership or small business corporation, the deduction 

must be made to determine the amount of income or loss of 

the partnership or small business corporation. 
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(5) Married taxpayers filing a joint federal return who 

must include part of their social security benefits or part 

of their tier l railroad retirement benefits in federal 

adjusted gross income may split the federal base used in 

calculation of federal taxable social security benefits or 

federal taxable tier 1 railroad retirement benefits when 

they file separate Montana income tax returns~ The federal 

base must be split equally on the Montana return. 

(6) A taxpayer receiving retirement disability benefits 

who has not attained age 65 by the end of the taxable year 

and who has retired as permanently and totally disabled may 

exclude from adjusted gross income up to $100 per week 

received as wages or payments in lieu of wages for a period 

during which the employee is absent from work due to the 

disability. If the adjusted gross income before this 

exclusion and before application of the two-earner married 

couple deduction exceeds $15,000, the excess reduces the 

exclusion by an equal amount. This limitation affects the 

amount of exclusion, but not the taxpayer's eligibility for 

the exclusion. If eligible, married individuals shall apply 

the exclusion separately, but the limitation for income 

exceeding $15,000 is determined with respect to the spouses 

on their combined adjusted gross income. For the purpose of 

this subsection, permanently and totally disabled means 

unable to engage in any substantial gainful activity by 
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reason of any medically determined physical or mental 

impairment lasting or expected to last at least 12 months. 

(Subsection (2}(f) terminates on occurrence of 

contingency--sec. 3, Ch. 634, L. 1983.)" 

Section 6. Section 15-30-112, MCA, is amended to read: 

"15-30-112. Eze.ptions. (1) Except as provided in 

subsection (6), in the case of an individual, the exemptions 

provided by subsections (2) through (SJ sha¼¼-be are allowed 

as deductions in computing taxable income. 

(2) (a) An exemption of $888 $3,500 sha¼¼-be is allowed 

for taxable years beginning after December 31, ¼9~8 !!il, 

for the taxpayer. 

(b) An additional exemption of $888 ~ sha¼¼-be is 

allowed for taxable years beginning after December 31, ¼9~8 

!ill_, 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 $888 $3,500 sha¼¼-be 

is allowed for taxable years beginning after December 31, 

¼9~8 !ill_, for the taxpayer if he the taxpayer has attained 

the age of 65 before the close of his the taxpayer's taxable 

year. 

(b) An additional exemption of $888 $3,500 sha¼¼-be is 
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allowed for taxable years beginning after December 31, ¼9T8 

1992, 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 saeh the 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 $899 $3,500 sha¼¼-he 

is allowed for taxable years beginning after December 31, 

¼9T8 1992, for the taxpayer if he the taxpayer is blind at 

the close of his the taxpayer's taxable year. 

(b) An additional exemption of $899 $3,500 sha¼¼-be is 

allowed for taxable years beginning after December 31, ¼9T8 

1992, 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 t4ttht 

ill, the determination of whether the spouse is·blind aha¼¼ 

must be made as of the close of the taxable year of the 

taxpayer, except that if the spouse dies during saeh the 

taxable year, such the determination aha¼¼~ be made as 

of the time of saeh death. 

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

is blind only if his the individual's central visual acuity 
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does not exceed 20/200 in the better eye with correcting 

lenses or if his the individual's 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 $888 ,$h2..!!.!!. sha¼¼-loe is allowed 

for taxable years beginning after Deceaber 31, ¼9T8 1992, 

for each dependent: 

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

the taxable year of the taxpayer begins is less than $888 

$3,500; or 

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

(A) has not attained the age of 19 years at the close 

of the calendar year in which the taxable year of the 

taxpayer begins; or 

(B) is a student. 

(b) Ne!!! exemption sha¼¼-he is not allowed under this 

subsectioa ill for any dependent who has made a joint return 

with his the dependent's 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 (S)(a)(ii)(B), the term 
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•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 

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 t5ttdttHt .1.!D., the term "educational 

institutionw means only an educational institution wh~eft 

that 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. 

(6) (A) 'fflE EXEMPTIONS PROVIDED FOR IN THIS SECTION ARE 

REDUCED BY 101 FOR EVERY $5,000 OF FED~ ADJUSTED GROSS 

INCOME IN EXCESS OF $150,000. 

ill ~fte For tax years beginning after December 31, ~ 

1993, the department, by November 1 of each year, shall 

multiply all the exemptions provided in this section 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 sns¼¼ must be used in 

calculating the tax imposed in 15-30-103." 
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Section 7. Section 15-30-117, MCA, is amended to read: 

"15-30-117. llet operating loss co,aputation. (l) A 

Montana net operating loss for a loss incurred in tax years 

beginning after December 31, 1992, must be determined in 

accordance with section 172 of the Internal Revenue Code of 

1954 or as that section may be labeled or amended and in 

accordance with the following: 

(a) The net operating loss deduction for Montana 

purposes is increased by tne-fo¼¼owing~ 

t¼t--tnst--portion--0£--tne-feders¼-ineome-tsz-snd-aotor 

¥eftie¼e-tsz--s¼¼owed--ss--a--dedttetion--ander--¼5-38-¼i¼--or 

¼5-38-¼3¼--wnien--is--sttr¼batsb¼e--to-ineome-from-a-Montans 

~rade-e~-b~einea■7-and 

tiit Montana wages and salaries allowed as a business 

deduction under 15-30-111(4), 

(b) The net operating loss deduction for Montana 

purposes is decreased by the fo¼¼ow¼ng~ 

tit interest received on obligations of another state 

or territory or of a county, municipality, district, or 

political subdivision thereof allowed as nonbusiness income 

under 15-30-lll(l)(a), 

t¼¼t-federa¼--ineoae-taz-refttnds-reqaired-to-be-rer,erted 

ander-¼S-3&-¼¼¼-snd-¼5-38-¼3¼-as-Kontsns-btts¼neas-ineome, 

t¼iit-stste-ineoae-tsz,-snd 

t*•t-sny--otner--nonbasiness--dedaetions--s¼¼owed--ttnder 
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¼5-38-¼i¼-ift-exeess-of-ftoftbasiness-ineome. 

(2) Notwithstanding the provisions of section 172 of 

the Internal Revenue Code of 1954 or as that section may be 

labeled or amended, a net operating loss does not includeT 

tat income defined as exempt from state taxation under 

15-30-111(2)7-or 

tbt--a-zere-braeket-dednetien-pro•ided-Eer-ander-aeetion 

63--of--the-£ftterfta¼-Re•eftae-eode-of-¼95t-or-as-that-seetioft 

1110y-be-¼abe¼ed-or-1111ended." 

Section 8. Section 15-30-122, MCA, is amended to read: 

"15-30-122. Standard deduction. (l) A standard 

deduction eqaa¼-to-i8\ of adjusted gross income sha¼¼-be is 

allowed if-e¼eeted-by-the-taxpayer-oft-his on the taxpayer's 

return. ~he--standard--dedaetioft--■hai¼--l>e--ift-liett-of-al¼ 

dedaetiofts-a¼iowed-ttftder-¼5-38-¼iiT-~he--•imttBI 

(2) (a) Except as provided in subsections illlli 
through filill (2)(E), the standard deduction shall-be 

$¼7588 is 40\ OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS 

THAN $2,000 OR MORE THAN $5,000. 7--as--ad;asted--ttftder--the 

pro•isiofts-of-sabseetion-titT-e•eept-that-ift-the-ease-of 

(b) For a single joint return of husband and wife, the 

standard deduction is 40\ OF MONTANA ADJUSTED GROSS INCOME, 

BUT NOT LESS THAN $4,000 OR MORE THAN 1!.Q.,_000. or-ift-the 

ease-of 

(c) For a single individual who qualifies to file as a 
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head of household on hia the individual's federal income tax 

return, the ms•i■ttm standard deduction sha¼¼-be-$37888 is 

40\ OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN 

$3,000 OR MORE THAN $7,500. 7--as--adjasted--ander--the 

pro•isiofts-of-sttbseetion-titT 

ill The standard deduction sha¼¼--not--l>e-a¼¼owed-to 

ei~her-the-hasband-or-the-wife-i£-the--tax--e£--one--e£--the 

spettaes---is--determined--wi~hcne--regard--ee--ehe--seandard 

dedtte~ien for married taxpayers filing separately is 40• OF 

MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN $2,000 OR 

MORE THAN $5,000. 

ill THE STANDARD DEDUCTIONS PROVIDED FOR IN THIS 

SUBSECTION (2) ARE REDUCED BY 10\ FOR EVERY $5,000 OF 

FEDERAL ADJUSTED GROSS INCOME IN EXCESS OF $150,000. 

ill For purposes of this section, the determination of 

whether an individual is married aha¼¼ must be made as of 

the last day of the taxable year7--pro•ided7--howe•er7~ 

However, if one of the spouses dies during the taxable year, 

the determination sha¼¼ must be made as of the date of 

death. 

titill By For taxable years beginning after December 

ll_t_ ¼994 1993, by November 1 of each year, the department 

shall multiply the maximttBI standard deduction for single 

returns 1 qualified-head-of-household returns, and joint 

returns by the inflation factor for that taxable year and 
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round the product to the nearest $10. ~he-stsndard-dedaet¼sn 

fsr--;sint--retarns--and-qtta¼i!ied-hesd-s!-hsttsehs¼d-retarns 

sha¼¼-be-twiee-the-.......,nt-!sr-sing¼e-retarnsT The resulting 

adjusted deductions are effective for that taxable year and 

aha¼¼~ be used in calculating the tax imposed in 

15-30-103." 

NEW SECTION. Section 9. Credit for sale of business. 

(1) (a) For tax years beginning after December 31, 1992, an 

individual who realizes a gain that ■ust be included in 

Montana adjusted gross income, from the sale of a business, 

trade, or profession, is allowed a one-time credit against 

the tax imposed by 15-30-103. 

(b) To be eligible for the credit, the individual, 

including the individual's parents, grandparents, children, 

and grandchildren, must have held the interest in the 

business, trade, or profession for at least 15 years. 

(2) (a) Subject to the limitation contained in 

subsection (2)(b), the credit must be c0111puted by 

multiplying the gain that was included in the Montana 

adjusted gross income from the sale times the individual's 

highest federal tax rate in the tax year in which the gain 

from the sale is reported times this state's highest tax 

rate for that individual in the sane year. 

(bl For an individual who realized a gain in excess of 

$1 million, the credit is reduced at the rate of$¼ 1\ for 
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every $i $20,000 of gain in excess of $1 million. 

(c) The credit provided for in this section is not 

refundable, nor may it be carried back or carried forward. 

(3) For sales that occurred prior to December 31, 1992, 

and for which the gain for the sale of the business, trade, 

or profession is being reported on the installment basis, 

the individual shall satisfy the requirements of subsection 

(l)(b). 

Section 10. Section 15-30-126, MCA, is amended to read: 

•15-30-126. Saall business corporation -- deduction for 

donation of coaputer equipaent to schools. A small business 

corporation, as defined in 15-31-201, is allowed a deduction 

equal to the fair market value, not to exceed 30\ of the 

small business corporation's net income, of a computer or 

other sophisticated technological equipment or apparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Montana if: 

(1) the contribution is made no later than 5 years 

after the aanufacture of the donated property is 

substantially completed; 

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

exchange for aoney, other property, or services; and 

(3) the electing small business corporation receives a 

written statement from the donee in which the donee agrees 
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to accept the property and representing that the use and 

disposition of the property will be in accordance with the 

provisions of subsection (2)~-aftd 

t4t--the-dedaetion-a¼¼owed-ift-this-seetion-is-in-¼iea-o£ 

the---dedaetion---a¼¼owed--ander--¼5-38-iii--for--eharitabie 

eont:ribtttions4" 

Section 11. Section 15-30-131, MCA, is amended to r,ead: 

"15-30-131. llonresident and temporary E!..!.!.::Y_ear 

resident taxpayers -- adjusted gross in~. i!l In the case 

of a nonresident or part-year resident taxpayer e~her-~ftan-a 

resident--0£--this-state, adjusted gross income includes the 

entire amount of adjusted gross income as--previded--fer--¼n 

15-38-i¼i from sources within this state but does not 

include income from annuities, interest on bank deposits, 

interest on bonds, notes, or other interest-bearing 

obligations, or dividends on stock of corporations, except 

to the extent to which· the income from annuities, interest 

on bank deposits, interest on bonds, notes, or other 

interest-bearing obligations, or dividends on stock of 

corporations are a part of income fr011 any business, trade, 

profession, or occupation carried on in this state. Interest 

income from installment sales of real or tangible commercial 

or business property located in Montana must be included in 

Montana adjusted gross income. Adjusted gross income from 

sources within and outside of this state must be allocated 
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and apPOrtioned under rules adopted by the department in 

accordance with the Multistate Tax Compact. 

(2) For purposes of this section, "installment sales• 

means sales in which the buyer agrees to pay the_ seller in 

one or more deferred installments. 

(3) The deductions allowed in computing net income are 

restricted to a prorated standard deduction, as adjusted, 

allowed under 15-30-122 and prorated exemptions, as 

adjusted, allowed under 1S-30-112. The standard deduction 

and the claimable exemptions must be prorated according to 

the ratio that the taxpayer's Montana adjusted gross income 

bears to the taxpayer's federal adjusted gross income.• 

Section 12. Section 15-30-137, MCA, is amended to read: 

"15-30-137. Deterllination of tax of estates and trusts. 

The amount of tax must be determined from taxable income of 

an estate or trust in the same manner as the tax on taxable 

income of individuals, by applying the rates rate contained 

in 15-30-103. Credits allowed individuals under Title 15, 

chapter 30, also apply to estates and trusts when 

applicable.• 

Section 13. Section 1S-30-142, MCA, is amended to read: 

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

interest refunds -- credits. (1) A return must be filed 

as provided in subsections (2)(a) through (2)(d) on forms 

and according to rules prescribed by the department. The 
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filing status used in subsection (2) must be the same status 

used for the individual's or married couple's federal income 

tax return~ 

(2) A return must be filed by: 

ill BYery each single individual snd--e•ery--msrried 

indi•idaa¼--ne~-fi¼ing-a-jeift~-retarn-wi~ft-his-er-her-spc,ttse 

and having a gross income for the taxable year of more than 

$178887 ~he combined a1110unt of the standard deduction for a 

single individual plus t~e amount for the exeDLE.tion 

claimable by the individual as provided in 15-30-112; aa 

ad;aated-ander-the-pro¥iaiona-of-aabaeetion-t~tT-and 

(bl each individual filing as a head of household 

having gross income for the taxable year of more than the 

combined amount of the standard deduction for a head of 

household plus the amount for the exemption claimable by the 

individual as provided in 15-30-112; 

.1£1 married individuals not filing separate returns and 

having a combined gross income for the taxable year of more 

than $i7888T t~combined amount of the standard deduction 

for married individuals not filin_g_ separately plus the 

amount for the exemption claimable by the individuals as 

provided in 15-30-112; and 

ill aa-ad;aated-ander-the-proYiaians-of-aabaeetion-t~tT 

ahali--be--liable-for-a-retnrn-to-be-filed-on-aaeh-forma-and 

aeeordin9-to-aaeh-raiea--aa--the--department--ma7--preseribe 
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married individuals filing separately with combined gross 

incCH11e exceedin_g_ one-half of the combined !!_mount of the 

standard deduction for married individuals not fili_11_g_ 

separately plus the amount for the exemption claimable by 

the individual as provided in 15-30-112. ~he-9ross-ine0111e 

amoanta-referred-to--in--the--preeeding--sentenee--shall--be 

inereaaed--b7--$8887--as--sd;asted--ander--the-pre¥isiens-ef 

l5-38-¼¼it6tT--fer--eaeh---additionsi---persensl---e~e•ption 

siiowsnee--the-taspayer-is-entitied-to-elaim-for-himse¼f-and 

hia-spease-ander-¼5-38-iiif3t-and-t4tT 

ill A nonresident shall-be is required to file a return 

if his the nonresident's gross income for the taxable year 

derived from sources within Montana exceeds the total amount 

of the prorated exemption deduction and prorated standard 

deduction he-ia--entitled--to--elaim--for--himae¼f--and--hia 

claimable by the nonresident and the nonresident's spouse 

under the provisions of 15-30-112(2), (3), and (4). 

fitfil In accordance with instructions set forth by the 

department, every taxpayer who is marriedL aftd who is living 

with haaband-or-w½!e the taxpayer's spouse, and who is 

required to file a return may, at h¼a-er-her the taxpayer's 

option, file a joint return with hasband-or-w¼fe the spouse 

even though one of the spouses has neither gross income nor 

deductions. If a joint return is made, the tax shall must be 

computed on the aggregate taxable income and the liability 
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with respect to the tax sha¼¼-be is 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. 

t3till_ If any-saeh ~ taxpayer is unable to make his-own 

~ return that is required to be made by the taxpayer, the 

return aha¼¼ must be made by a duly authorized agent or by a 

guardian or other person charged with the care of the person 

or property of saeh the taxpayer. 

t4till 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 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 

andtor and any payment made by reason of an estimated tax 

return provided for in l5-30-2417-pr0Yided7-howeyer7 if the 

tax so computed is greater by $1 than the amount withheld 

andtor or paid by estimated return as provided in this 

chapter. If the amount of tax withheld andtor or payment of 

estimated tax exceeds by more than $1 the amount of income 

tax as computed, the taxpayer sha¼¼-be is entitled to a 

refund of the excess. 

t5till As soon as practicable after the return is 
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filed, the department shall examine and verify the tax. 

t6tfil If the amount of tax as verified is greater than 

the amount theretofore paid, the excess shaii must 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 of a 

year on the additional tax. In aaeh that caseL there shaii 

be is no penalty because of saeh the understatement, 

provided the deficiency is paid within 60 days after the 

first notice of the amount is mailed to the taxpayer. 

tTtill By November 1 of each year, the department shall 

maitipiy determine 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. 

t8ti!!!.l. 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. 

(11) For the purposes of this section: 

(a) "exemption" means an exem,E_tion p_rovided b~ 

15-30-112 and includes the adjustment p_rovided in 

15-30-1121.il.l and 
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(b) "standard deduction• means a deduction provided by 

15-30-122 and includes the adjustment provi~ed in 

15-30-122w.· 

Section 14. Section 15-30-323, MCA, is amended to read: 

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

required by 15-30-142t6t.l..!U is not made within 60 days or if 

the understatement is due to negligence on the part of the 

taxpayer but without fraud, there shall~ be added to the 

amount of the deficiency 51 thereo£7-pro•idedT-h""e•er7-that 

no of the deficiency. However, a deficiency penalty aha¼¼ 

ma~ be less than $2. Interest will must be computed at 

the rate of 91 per annum or fraction ~hereef of a year on 

the additional assessment. Except as otherwise expressly 

provided in this subsection, the interest shall~ in all 

cases be computed from the date the return and tax were 

originally due as distinguished from the due date as it 

have been extended to the date of payment. 

may 

(2) If the time for filing a return is extended, the 

taxpayer shall pay in addition interest thereon on the tax 

due at the rate of 9\ per annum from the time when the 

return was originally required to be filed to the time of 

payment.• 

Section 15. Section 15-31-121, MCA, is amended to read: 

"15-31-121. (Tellporary FOR TAX YEAR 1993) Rate of tax 

■ini■ua taz surtax. (1) Except as provided in 
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subsection (2), the percentage of net income to be paid 

under 15-31-101 shall-be is: 

1!.l 6-3f41 7.081 of a¼¼ the first $50Cl,OOO of net 

income for the taxable period; and 

(bl ~-¼f41 7.57\ of all net income in excess of 

$500,000 for the taxable period. ~he-rate-set-ferth-in--this 

sabseetien--tlt--shall--be--e£feeti•e--£or-a¼¼-ta•able-yeara 

ending--on--er--after--Pebraary--i87 --¼9~¼T--~his--rate---is 

retroaeti•e-te-and-efEeeti•e-Eer-a¼¼-taKab¼e-years-ending-en 

er-after-Pebraary-287-¼9~¼. 

(2) For a taxpayer making a water's-edge election, the 

percentage of net income to be paid under 15-31-101 shall-be 

iSl 

ill_ ~t-eE-a¼l 7.331 OF THE FIRST $500,000 OF taxable 

net income for the taxable period; AND 

ill 7.821 OF ALL NET !NCO.ME IN EXCESS OF ~000 FOR 

THE TAXABLE PERIOD. 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not less than 

$58 $100. 

f4t--AEter-the-amoant-eE-ta•-liabi¼ity-has-been-eempated 

ander--sabseetiens-t¼t-threagh-t3t7-eaeh-eorporatian-sabjeet 

te-taxatian-ander-this-part-sha¼l-add7-as-a-sartax--fer--taz 

year--¼99i7--i.3t--ef-the-ta•-liabi¼ity-and7-as-a-sarta•-fer 

ta•-year-¼9937-4T~t-af-the-ta•-¼iability7-and-the-amaant--so 
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deriTed-is-the-amoant-dae-the-atateT 

tSt--~he--add¼t¼ona¼--ta•-eo¼¼eeted-ander-aabseet±on-t4t 

maat-be-depos±ted-to-the-eredit-of-the-atate-genera¼-EandT 

15-31-121. (Effective on-reeeipt-of-ta•es for tax year 

¼993 1994 AND THEREAFTER) Rate of tax -- ■ini■ua tax -­

surtax. (1) Except as provided in subsection (2), the 

percentage of net income to be paid under 15-31-101 sha¼¼-be 

is: 

1.!.l 6 3/41 of a¼¼ the first $500,000 of net income for 

the taxable period; and 

(bl 7 1/41 of all net income in excess of $500,000 for 

the taxable period. ~he-rste-set-Eorth-¼n-th¼s-aabaeet¼on 

tlt-sha¼¼-be-ef£eet¼Te-for-a¼¼-tasab¼e-7ears--end¼ng--on--or 

a£ter--Pebraar7--i87--i9~iT--~hia-rate-±s-retreaet¼Te-to-and 

e££eet¼Te-for-ai¼-ta•ab¼e-7eara-end¼ng-en-er-after--Pebraar7 

i87-i9~iT 

(2) For a taxpayer making a water's-edge election, the 

percentage of net income to be paid under 15-31-101 sha¼¼-be 

is: 

ill 7\ of a¼¼ THE FIRST $500,000 OF taxable net income 

for the taxable period; AND 

(Bl 7.5\ OF ALL NET INCOME IN EXCESS OF $500,000 FOR 

THE TAXABLE PERIOD. 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not less than 
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$58 $100. 

t4t--After-the-ameant-ef-ta•-i¼ab¼¼¼t7-has-been-eempated 

ander--sabsect¼ena-tlt-threagh-t3t7-each-cerperat¼on-sab;ect 

to-taxat¼on-ander-th¼s-part-sha¼¼-add7-as-a-sartaz--Eer--tax 

7ear--i9887--4•--ef--the--ta•--¼iab¼i¼t77--and-the-ameant-so 

der¼ved-¼s-the-aaoant-dae-the-statea" 

Section 16. Section 15-31-202, MCA, is amended to read: 

"15-31-202. Sllall business corporation not subject to 

chapter. (1) A small business corporation is not subject to 

the taxes imposed by this chapter. The corporate net income 

or loss of the corporation is included in the stockholders' 

adjusted gross income as defined in 15-30-111. 

(2) Each small business corporation is required to pay 

the minimum fee of $¼8 ill required by 15-31-204." 

Section 17. section 15-31-204, MCA, is amended to read: 

"15-31-204. Min~ fee of s■all business corporations 

unaffected. Notwithstanding the provisions of 15-31-121, 

small business corporations shall pay a minimum fee of $¼8 

ill·" 

Section 18. Section 15-31-131, MCA, is amended to read: 

"15-31-131. Credit for dependent care assistance. (1) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 
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of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant to a 

program that meets the requirements of section 89(k) and 

129(d)(2) through (6) of the Internal Revenue Code. 

(2) (a) The amount of the credit allowed under 

subsection (1) is 20\ of the amount paid or incurred by the 

employer during the taxable year, but the credit may not 

exceed $1,250 of day-care assistance actually provided to or 

on behalf of the employee. 

(b) For the purposes of this subsection, marital status 

must be determined under the rules of section 2l(e)(3) and 

(4) of the Internal Revenue Code. 

(c) In the case of an onsite facility, the amount upon 

which the credit allowed under subsection (l) is based, with 

respect to any dependent, must be based upon utilization and 

the value of the services provided. 

(3) An amount paid or incurred during the taxable year 

cf an employer in providing dependent care assistance to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (1) if the amount was paid or 

incurred to an individual described in section 129(c)(l) or 

(2) of the Internal Revenue Code. 

(4) An amount paid or incurred by an employer to 

provide dependent care assistance to or on behalf of an 

employee does not qualify for the credit allowed under 
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subsection (1): 

(a) to the extent the amount is paid or incurred 

pursuant to a salary reduction plan; or 

(b) if the amount is paid or incurred for services not 

performed within this state. 

(5) If the credit allowed under subsection (1) is 

claimed, the amount of any deduction allowed or allowable 

under this chapter for the amount that qualifies for the 

credit (or upon which the credit is based) must be reduced 

by the dollar amount of the credit allowed. The election to 

claim a credit allowed under this section must be made at 

the time of filing the tax return. 

(6) The U10unt upon which the credit allowed under 

subsection (1) is based may not be included in the gross 

income of the employee to whom the dependent care assistance 

is provided. However, the amount excluded from the income of 

an employee under this section may not exceed the 

limitations provided in section l29(b) of the Internal 

Revenue Code. For purposes of Title 15, chapter 30, part 2, 

with respect to an employee to whom dependent care 

assistance is provided, •wages" does not include any amount 

excluded under this subsection. Ameanes-ewe¼aded-ander-eh¼a 

sabeeee¼en-de-nee-qas¼¼f7-as-expenses-far-whieh-a--dedaee¼en 

¼e-a¼¼ewed-ee-ehe-emp¼ayee-ander-¼5-3&-¼i¼T 

(7) Any tax credit otherwise allowable under this 
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section that is not used by the taxpayer in a particular 

year may be carried forward and offset against the 

taxpayer's tax liability far the next succeeding tax year. 

Any credit remaining unused in the next succeeding tax year 

may be carried forward and used in the second succeeding tax 

year, and likewise through the fifth year succeeding the tax 

year in which the credit was first allowed or allowable. A 

credit may not be carried forward beyond 

succeeding tax year. 

the fifth 

(8) If the taxpayer is an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation's shareholders. A shareholder's 

credit must be computed using the shareholder's pro rata 

share of the corporation's costs that qualify for the 

credit. In all other respects, the effect of the tax credit 

applies to the corporation as otherwise provided by law. 

(9) For purposes of the credit allowed under subsection 

( 1) : 

(a) The definitions and special rules contained in 

section 129(e) of the Internal Revenue Code apply to the 

extent applicable. 

(b) "Employer• means an employer carrying on a 

business, trade, occupation, or profession in this state. 

(C) "Internal Revenue Code" means the federal Internal 
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Revenue Code as amended and in effect on January l, 1989." 

Section 19. Section 15-32-303, MCA, is amended to read: 

"15-32-303. Deduction for purchase of Montana produced 

organic fertilizer. In addition to all other deductions ~re■ 

ad;asted--gress--¼ndi¥idtta¼--¼neeme--s¼¼ewed--in---eempttting 

taxsb¼e--ineeme--ttnder--~it¼e--¼57-ehapter-397-er from gross 

corporate income allowed in computing net income under Title 

15, chapter 31, part 1, a taxpayer may deduct ll¼s 

expenditures made by the taxpayer for organic fertilizer 

produced in Montana and used in Montana if the expenditure 

was not otherwise deducted in computing taxable income.• 

Section 20. Section 13-37-218, MCA, is amended to read: 

"13-37-219. Liaitationa on receipts froa political 

.,,_ittees. ill A candidate for the state senate may receive 

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

from all political committees contributing to his the 

campaign, and a candidate for the state house of 

representatives may receive no more than $600 in total 

combined monetary contributions from all political 

co111Dittees contributing to llis the campaign. The foregoing 

limitations she¼¼ must be multiplied by the inflation factor 

as defined in ¼5-~9-¼9¼t9t subsection (2) for the year in 

which general elections are held arter--¼984~, and the 

resulting figure sha¼i ~ be rounded off to the nearest 

$50 increment. The commissioner of political practices shall 
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publish the revised limitations as a rule. In-kind 

contributions may not be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

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

(2) "Inflation factor" means a number determined for 

each year by dividing the consumer price index for June of 

the year by the consumer price index for June 1980. The 

consumer price index to be used in determining the inflation 

factor is the consumer price index, United States city 

average, for all items, using the 1967 base of 100 as 

published by the bureau of labo~ st~tistics of the U.S. 

de~rtmen! of labor.• 

NEW SECTION. Section 21. Codification instruction. 

[Section 8 !I is intended to be codified as an integral part 

of Title 15, chapter 30, and the provisions of Title 15, 

chapter 30, apply to [section 8 !I, 

NEW SECTION. Section 22. Transition. ( 1) 

Notwithstanding the provisions of 15-30-111, the adjusted 

gross income of an individual includes refunds of federal 

income tax received for tax years prior to December 31, 

1992, to the extent that the deduction of the tax resulted 

23 in a reduction of Montana income tax liability. 

24 (2) Notwithstanding the provisions of 15-30-122, all 

25 itemized deductions allowed pursuant to 26 u.s.c. 161 and 
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211 that may be carried forward, including but not limited 

to the contributions carryover, investment interest e~pense 

carryover, home mortgage interest amortization, bond premium 

amortization, and deduction for income in respect of a 

decedent, may be continued to be carried forward for a 

period not to exceed 5 years. 

NEW SECTION._ Section 23. Repealer. Sections 15-30-121, 

15-30-156, 15-30-157, 15-30-159, aftd 15-30-160, AND 

l5-30-199L MCA, are repealed. 

NEW SECTION. Section 24. Effective date retroactive 

applicability. ill t~h¼s EXCEPT AS PROVIDED IN SUBSECTION 

(2), [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. 

(2) (A) [SECTION 2) IS EFFECTIVE ON PASSAGE AND 

APPROVAL AND APPLIES RETROACTIVELY, WITHIN THE MEANING OF 

1-2-109, TO THE TAX YEARS BEGINNING AFTER DECEMBER 31, 1992, 

(Bl (SECTION 3] IS EFFECTIVE ON PASSAGE AND APPROVAL 

AND APPLIES TO TAX YEARS BEGINNING AFTER DE(:_EMBER 31, 1994. 

NEW SECTION. SECTION 25. TERMINATION. [ SECTION 2 I 

TERMINATES D~~ER 31, 1994. 

-End-
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BOUSE BILL NO. 671 

IN'l'ROOOCED BY GILBERT, ELLIOTT, BIRD, 

DRISCOLL, GRINDE, SCBYB, IIERCER, PETERSON 

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING 

INDIVIDUAL INCOIIE TAX LAWS AND AMENDING CORPORATE LICENSE 

AND INCOIIE TAX LAWS; PROVIDING A SINGLE INCOME TAX RATE; 

REPLACING ITEMIZED INCOME TAX DEDUCTIONS WITH STANDARD 

DEDUCTIONS AND INCREASING THE BXBNPTION AIIOURT; CHANGING TBB 

METHOD OF INDEXING THE STANDARD DEDUCTION AND EXBIIP'l'ION 

AMOUNTS; PROVIDING FOR A ONE-TINE TAX CREDIT RESULTING l"llOll 

GAIN FRON THE SALB OF A BUSINESS HELD POR 15 OR NORE YEARS; 

INCREASING THE RATE OF THE CORPORATE LICENSE OR INCOME TAX 

POR CORPORATIONS WITH TAUBLE IIICOIIB OVER $500,000; 

INCREASING THE IIINIMUJt CORPORATE TAX 'l'O $100; INCREASING THE 

SJIALL BUSINESS CORPORATION MINIIIUll PEE TO $25; AMENDING 

SEC'l'IOIIS. 13-37-218, 15-30-101, 15-30-103, 15-30-105, 

15-30-111, 15-30-112, 15-30-117, 15-30-122, 15-30-126, 

15-30-131, 15-30-137, 15-30-142, 

15-31-131, 

REPEALING 

15-31-202, 

SECTIONS 

15-31-20t, 

15-30-121, 

15-30-323, 15-31-121, 

AND 15-32-303,. MCA; 

15-30-156, 15-3D-157, 

15-30-159, AN8 15-30-160, A11D 15-30-199, MCA; AIID PROVIDING 

AN IIINEDIATB BPFEC'l'IVE DATE AND A RETROACTIVE APPLICABILITY 

DATE.• 
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BE IT ENAC'l'BD BY THE LBGISLATURE OP THE STATE OP IIONTANA1 

Section 1. Section 15-30-101, MCA, ia aaended to read: 

•15-30-101. Definitions. For the purpose of tbia 

chapter, unless otherwise required by the context, the 

following definitions apply: 

(1) "Base year structure• aeana the following eleaents 

of the income tax structure: 

(a) tha-ta•--braeketa--eatab¼iallecl--ln--¼5-39-¼93T--bat 

anad;aatri-by-aabaeeti--t•t-ri-¼S-39-¼93T-ift-eEEeet-on-oaae 

38-oE-the-ta•ab¼e-yearT 

tbt the exeaptions contained in 15-30-112, but 

unadjusted by 15-3D-112(6J7-i11-eEEeet--on--aane--38--oE--tha 

ta•ab¼e-year; 

tetfil the -•im standard deduction provided in 

15-30-122, but unadjusted by subsection t•t ill. of 

15-30-122T-in-eEEeet-Oft-oane-38-oE-the-ta••b¼e-year. 

C 2) •consuaer price index f_~ Montana• -ans the 

consumer price index for all urban consuaers, United Statea 

city average, for all it_., using the ¼96~ 1982-1984 base 

!2! of 100, as that base index is periodically adjusted, 

as published by tbe bureau of labor statistics of the U.S. 

departm,nt of labor, ■ultiplied by D.S. 

(3) "Depart-nt• -ans the depart-nt of revenue. 

(4) "Dividend" ■eans any distribution made by a 

corporation out of its earnings or profits to its 
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•lwlreholder• or llellbers, whether in ca•h or in other 

property or in stock of the corporation, other than •tock 

dividends aa--llerein--defined. •stock dividenda" -ana new 

atock issued, for aurplua or profita capitalized, to 

ahareholders in proportion to their previous holdings. 

(5) "Fiduciary• -ans a guardian, trustee, executor, 

ad.mini•trator, 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 governaent• aeans any 

juriadiction other tlwln the one eabraced within the United 

States, its territorie• and po•s•s•iona. 

(7) "Groa• incoae• -n• the taxpayer's gro•s incoae 

for federal incoae tax purposes as defined in ■ection 61 of 

the Internal Revenue Code of 1954 or aa tlwlt section may be 

labeled or a.ended, excluding uneaploy■ent compensation 

included· in federal gross inc-. under the provisions of 

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

(8) "Inflation factor" means a nllllber deterained for 

each taxable year by dividing the consuaer price index 12!_ 

Montana for June of the taxable yqr by the conauaer price 

index for Montana for June, ¼988 !!!! !..!ll· 
(9) "Inforaation agents• include■ all individual■, 

corporations, a■■ociations, and partnerships, in whatever 

capacity acting, including lessees or 110rtgagora of real or 
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personal property, fiduciaries, brokers, real estate 

brokers, eaployer■, and all officers and employees of the 

state or of any ■unicipal corporation or political 

subdivision of the state, having the control, receipt, 

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

wages, pre■iu■a, annuities, 

eaoluaenta, or other fixed 

compensations, remunerations, 

or determinable annual or 

periodical gains, profits, and inco■e with re■pect to which 

any person or fiduciary is taxable under this chapter. 

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

(11) "Net inco■e• ■eans the adjusted gross income of a 

taxpayer leas the deductions allowed by this clwlpter. 

(12) "Paid", for the purposes of the deductions and 

credits under this chapter, ■eans paid or accrued or paid or 

incurred, and the ter- "paid or incurred" and "paid or 

accrued" aha¼¼~ be conatruecl according to the method of 

accounting upon the basis of which the taxable income is 

co■puted under this chapter. 

(13) "Pension and annuity income• means: 

(a). systeaatic · payaenta of a definitely determinable 

allOUnt fro■ a qualified pension plan, as that term is used 

in •action 401 of the Internal Revenue Code, or systematic 

pay■enta received as the result of contributions made to a 

qualified pen•ion plan that are paid to the recipient or 

recipient' ■ beneficiary upon the cessation of employment; 
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(b) payments received as the result of past service and 

cessation of eaploy,aent in the uniformed services of the 

United States; 

(c) lump-sum distributions froa pension or 

profitsharing plans to the extent that the distributions are 

included in federal adjusted gross income; 

(d) distributions froa 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 pre-ture distributions for federal income tax purposes; 

or 

(e) aaounts after cessation of regular eaployment 

received froa fully aatured, privately purchased annuity 

contracts. 

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

(15) "Received", for the purpose of computation of 

taxable incoae under this chapter, aeans received or accrued 

and the term •received or accrued" slla¼¼ must be construed 

according to the method of accounting upon the basis of 

which the taxable income is coaputed 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 
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Montana and any other person who aaintains a peraanent place 

of abode within the state even though temporarily absent 

froa the state and has not established a residence 

elsewhere. 

(17) "Taxable income• -ans the adjusted gross income of 

a taxpayer less the deductions and exe■ptions provided for 

in this chapter. 

(18) "Taxable year• -ans the taxpayer's taxable year 

for federal incoae tax purposes. 

(19) "Taxpayer• includes any person or 

resident or nonresident, subject to a tax imposed 

chapter and does not include corporations.• 

fiduciary, 

by this 

Section 2. Section 15-30-103, NCA, is amended to read: 

"15-30-103. (TBIIIPORARY IOR TAX YEARS 1993 AND 1994) 

a.ate of tax ---sdinstaent. t¼t-~here--slla¼¼--ee Snhieet--to 

snbseet¼on--titz--there !!!!!!'!! is levied, collected, and paid 

for each taxable year co■■encing on-or after December 31, 

¼968 !!ll, upon the taxable income of every tezpeyer 

individual subject to this tax, after -king allowance for 

exemptions and deductions es-here¼nsfter-provided, a tax at 

the rate of iTS• iT~• 7,2\ of the individual's taxable 

!!!£2!!! &a--tbe--fo¼¼ori119--brsekets--f--tezeb¼e--ineoae--es 

ed;nated-nndar-snbseet¼on-tit-et-the-fo¼¼owin9-rste■T 

t•t--n--the--firat-$¼7888-of-tszeh¼e-ineo■e-or-eny-pert 

thereof7-i•, 
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tbt--on-the-nezt-$¼7888-of-ta•ab¼e-¼n--or--any--part 

thereofy-at, 

tet--on--the--ne•t--$iy888-of-ta•■b¼e-¼n--or-any-part 

thereofy-•t, 

tdt--011-the-ne•t-$iy888-of~t••ab¼e-¼neoae--or--any--part 

thereofy-st, 

tet--011--the--ne•t--$iy888-of-ta•ab¼e-¼neome-or-any-part 

thereof7-6t, 

tft--011-the-ne•t-$iy8H-of-t ... b¼e-¼neoae--or--any--part 

thereofy-~17 

t9t--011--the--nezt--t•Teee-ot-taub¼e-¼n--or-any-part 

thereofy-81, 

fht--on-the-ne•t-$67888-of-taub¼e-¼neoae--or--any--part 

thereofy-tt, 

t¼t--on--the--ne•t-f¼Sy888-of-taub¼e-¼neome-or-any-part 

theraofy-¼81, 

t;t--011-any-taub¼e-¼neoae-¼n-e•eeeo-of-fSS7888--or--any 

part-thereofy-¼¼t. 

tit--By--...,.,..i,er--¼--of--eaeh-yeary-the-depert-nt-oha¼¼ 

-¼t¼p¼y-the-braeltet--nt-eOftt■¼nee-in-o•b•eetion--t¼t--hy 

the--¼nf¼at¼on--f-t---for--that-ta•alo¼e-year-and-ro•nd-the 

-•¼at¼•e-braeketa--to--the--.eareat--$¼8&r--'lhe--raa•¼t¼n9 

u;•atee--braeketo--are--effeet¼•e-for-that-ta•ab¼e-year-and 

oha¼¼-be-•ae-aa-the-baa¼a-for--2t1pOa¼t¼on--of--the--ta.--¼n 

o•baeet¼on--t¼t--of--th¼a--oeet¼on 'lhe-departaent-aa7-adopt, 
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r•¼ea-for-adi•at¼"9-the-ta•-rate-pro¥¼ded-¼n-••haeetion--t¼t 

to--ref¼eet--ehfn9ea--¼n--fe<llera¼-ad;aated-9!90tt-¼n-T-'l'he 

ra¼e•-•t-ad:t,eat-the-taa-rate-to-aa¼nta¼n-a-rate-that-~d-• 

net--e•ee..i--~T5t--of--an--¼nd¼¥¼dua¼~a--ta•ab¼e--¼n-z-•~ 

detera¼nee-'--the-ta•-rear-ee,¼nn¼!'9-~•n•ar7-¼z-¼994T• 

SECTION 3. SBC'f'ION 15-30-103 1 NCA1 IS AMENDED TO READ: 

•is-30-103. Rate of taz -- adjuataent. Cl) 'l'here--aha¼¼ 

!!le Subject to aubsection (21, there ia levied, collected, 

and paid for each ta.able year ~ncing on or after 

December 31, ¼968 ill!• upon the taxable income of every 

ta•payer individual subject to this tax, after making 

allowance for ezeaptions and deductions aa--here¼naftar 

..-MH■<I, a tax at the rate of~ 1.:11 of the individual's 

taxable incoae en-the-fo¼¼ew¼n9-braeketa-of--taaab¼a--¼ne-e 

aa-ed;aatee-•nder-aabaeet¼011-tit-at-the-fo¼¼ew¼n9-rateor 

tat--on--the--f¼rot-$¼7888-of-taaab¼e-¼neome-or-any-part 

thereefy-it; 

tbt--on-the-ne•t-$¼7888-of-ta•ab¼e-¼neeae--or--any--part 

thereofy-at, 

tet--oa--the--ne•t--fiy888-of-ta•ab¼e-¼neoae-or-any-part 

thereofy-,tt, 

tdt--on-the-ne•t-fiy888-of-ta•ab¼e-¼neoae--or--any--part 

thereofy-St7 

tat--on--the-ne•t--$iy898-of-ta•ab¼e-¼neome-or-any-part 

thereofy-61, 
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tft--on-the-nest-$i7888-of-tasab¼e-¼neeae--or--any--part 

thereof7-Jl7 

tgt--on--the--next--$47888-of-taxab¼e-¼ne-e-or-any-part 

thereof7-&l7 

tht--on-the-next-$67888-of-taxab¼e-¼neome--or--any--part 

thereof7-917 

t¼t--on--the--next-$¼S7888-of-taxab¼e-¼ne011e-or-any-part 

thereof7-¼8l7 

t;t--on-any-tasab¼e-¼n-e-¼n-exeeaa-of-$~57888--or--any 

part-thereof7-¼¼I. 

(2) By--No•.,....•--¼--of-eaeh-year7-the-departaent-aha¼¼ 

ma¼tip¼y-the-braeket-aaoant-eonta¼ned-¼n-aabaeet¼on--t¼t--by 

the--¼nf¼at¼on--faetor--for--that-taxab¼a-yaar-and-roand-the 

en■a¼at¼•e-braelteta--to--the--neareat--$¼88T--~he--reaa¼t¼ng 

ad;aated--braelteta--are--effeet¼¥e-for-that-taxab¼e-year-and 

aha¼¼-be-aaed-aa-the-baa¼a-for--¼■poa¼t¼on--of--the--tax--¼n 

aabaeet¼en--t¼t--of--th¼a--aeet¼on (a) The department shall, 

pursuant to subsection (2)(b), adjust the taz rate provided 

in subsection (11 to reflect changes in federal adjusted 

gross income. The adjustment ■ust maintain a rate that 

produces revenue that does not ezceed 7.41 of tazable income 

baaed upon the definition of federal adjusted gross income 

as provided in 26 u.s.c. 62 on January 1, 1993. Prior to 

adopting a change in rate, the department shall present the 

propaaed change to the revenue oversight comittee for 
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review by the comittee. 

(bl (il For purposes of subsection (2)(a), for tax year 

1994 and each taz year thereafter, the department shall in 

the succeeding year determine the change in the a■ount of 

revenue collected resulting from changes -de by the United 

States congress to federal adjusted gross inco■e, as defined 

by the Internal Revenue Code, effective for that year. 

(ii) Based on the determination in subsection (2)(b)(il, 

the taz rate for the taz year following the determination 

must be adjusted in increments of 0.11. 

(iii) A change in the rate -Y not be made unle•• the 

amoyn~ of change ezceeds $4.5 million.• 

Section 4. Section 15-30-105, IICA, is ._nded to read: 

"15-30-105. Tax on nonresident -- alternative taz baaed 

on gr01U1 sales. (1) A like tax is imposed upon every person 

not resident of this state, which tax aha¼¼ ■ust be levied, 

collected, and paid annually at the rates~ specified in 

15-30-103 with respect to h¼a--ent¼re--net the person's 

tazable inco■e. After-ea¼ea¼et¼ng-the-tax-¼apeeed7--the--tax 

dae--and--payab¼e--•t-be-deter■¼ned-based-apon-the-rat¼o-of 

¼ne.,.e-earned-¼n-Nontana-to-tota¼--¼ne-T--~ntereat--¼ne.,.e 

f•---¼nata¼¼aent--sa¼ea--of--rea¼-or-tang¼b¼e-eoaaere¼e¼-or 

baa¼neaa-property-¼oeated-¼n-Montane--¼a--eona¼dered--¼ne.,.e 

earfted-in-.MoneaftaT 

(2) Pursuant to the provisions of Article III, section 
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2, of the Multistate Tax C011pact, every nonresident taxpayer 

required to file a return and whose only activity in MOntana 

consists of -king 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 -y elect to pay 

an income tax of 1/2 of 1\ of the dollar volwae of gross 

sales made in Montana during the taxable year. S•eb The tax 

alla¼¼-1,e is in lieu of the tax i11p0sed under 15-30-103. The 

gross volume of salee made in Montana during the taxable 

year alla¼¼ !!!.!! be deter■ined according to the provisions .of 

Article IV, sections 16 and 17, of the Multistate Tax 

Coapact.• 

Section 5. section 15-30-111, MCA, is a■ended to read: 

•15-30-111. 114juatec1 groea iacc,ae. (1) Adjusted gross 

iRCOlle slla¼¼-be is the tazpayer's federal incoae tax 

adjusted gross incOll8 as defined in section 62 of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or a■ended and in addition alla¼¼--¼ne¼•de includes 

the following: 

(a) interest received on obligationa of another state 

or territory or county, ■unicipality, district, or other 

political subdivision thereof; 

tbt-ref•nda--reeriwed--of--fffere¼--¼---tea7-to-tbe 

eatent-tbe-dri•et¼on-of-a•eb-tea-rea•¼ted-¼n-e-ree•et¼on--of 
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Montene-¼ne--taa-¼¼eb¼¼¼t7T 

tetfil that portion of a shareholder's income under 

subchapter s. of Chapter l of the Internal Revenue Code of 

1954, that bas been reduced by any federal taxes paid by the 

subchapter s. corporation on the income; and 

tdtill depreciation or amortization taken on a title 

plant as defined in 33-25~105(15J. 

(2) Notwithatanding the proviaions of the federal. 

Internal Revenue Code of 1954, as labeled or a■ended, 

adjusted gross incOlle does not include the following which 

are exe■pt from taxation under this chapter: 

(aJ all interest inCOlle froa obligations of the united 

State■ gover-nt, the state of llontana. county, 

■unicipality, district, or other political 

thereof; 

subdivision 

(b) interest incOlle earned by a taxpayer age 65 or 

older in a taxable year up to and including $800 for a 

taxpayer filing a aeparate return and $1,600 for each joint 

return, 

(cJ (i) except as provided in subsection (2)(cJ(ii), 

the first $3,600 of all pension and annuity income received 

as defined in 15-30-101, 

(ii) for pension and annuity income described under 

subsection (2)(c)(i), as follows: 

(A) each taxpayer filing singly, head of household, or 
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married filing separately shall reduce the total amount of 

the exclusion provided in (2)(c)(i) by $2 for every $1 of 

federal adjusted gross inc011e in excess of $30,000 as shown 

on the taxpayer's return; 

(B) in the case of married taxpayers filing jointly, if 

both taxpayers are receiving pension or annuity income or if 

only one taxpayer is receiving pension or annuity income, 

the exclusion claiaed as provided in subsection (2)(c)(i) 

must be reduced by $2 for every $1 of federal adjusted gross 

incoae in excess of $30,000 as shown on their joint return; 

(d) all Montana incoae tax refunds or tax refund 

credits;. 

(e) _gain required to be recognized by a liquidating 

corporation under 15-31-113(l)(a)(ii); 

(fl all tips covered by section 3402(k) of the Internal 

Revenue Code of 1954, as aaended and applicable 

1, 1983, AND SERVICE CHARGES received by 

on January 

persons for 

services rendered by them to patrons of premises licensed to 

provide food, beverage, or_ lodgingT, FOR THE PURPOSES OF 

'l'IIIS SUBSECTION (Fl, "SERVICE CHARGE" MEANS AN ARBITRARY 

FIXED CHARGE ADDED '1'0 'l'IIE CUSTOMER'S BILL BY THE PERSON'S 

EMPLOYER IN LIEU OF A TIP, IT IS COLLECTED BY THE EMPLOYER 

AND PAID TO TBE PERSON BY TBE EMPLOYER. 

(g) all benefits received under the workers• 

compensation laws; 
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(h) all health insurance preaiwu paid by an employer 

for an employee if attributed as income to the employee 

under federal law; and 

(ii all money received 

agreement or judgaent in a 

manufacturer or distributor 

because of a settlement 

lawsuit brought against a 

of •agent orange• for damages 

resulting froa exposure to •agent orange•: and 

(j) for a single joint return of husband and wife, an 

amount, not to exceed $3,000, egual to 101 of the wages and 

salary received by the spouse that earned the ~•~~t- amount 

of wages and salary in the tax year. 

(3) A shareholder of a DISC that is exempt from the 

corporation license tax under 15-31-102(1)(1) shall include 

in his the shareholder's adjusted gross incoae the earnings 

and profits of the DISC in the same manner as provided by 

federal law (section 995, Internal Revenue Code) for all 

periods for which the DISC election is effective. 

(4) A taxpayer who, in deteraining federal adjusted 

gross income, has reduced his the taxpayer's business 

deductions by an aaount for wages and salaries for which a 

federal tax credit was elected under section 44B of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or -■ended is allowed to deduct the amount of the 

wages and salaries paid regardless of the credit taken. The 

deduction aust be made in the year the wages and salaries 
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were used to coapute tbe credit. In tbe case of a 

partnership or aaall buainess corporation, the deduction 

aust be aade to deter■ine tbe a■ount of inco■e or loss of 

tbe partnerabip or -■all business corporation, 

(5) Married taxpayers filing a joint federal return wbo 

■ust include part of tbeir social security benefits or part 

of their tier 1 railroad retire■ent benefits in federal 

adjusted gross inco■e ■ay split the federal base uaed in 

calculation of federal taxable social security benefit• or 

federal taxable tier 1 railroad retire■ent benefit■ when 

tbey file separate llontana inco■e tax returns. Tbe federal 

baae aust be aplit equally on tbe Montana return. 

(6) A taxpayer receiving retir-nt disability benefits 

wbo bas not attained age 65 by the end of the taxable year 

and wbo baa retired a• peraanently and totally disabled .. y 

exclude fro■ adjusted groas inco■e up to $100 per week 

received as wages or payments in lieu of wages for a period 

during wbich the employee is absent from work due to the 

disability. If the adjusted groas inco■e before this 

exclusion and before application of tbe two-earner aarried 

couple deduction exceeds $15,000, the exceas reduces the 

exclusion by an equal a■ount. Thia li■itation affects the 

a■ount of exclusion, but not tbe taxpayer•• eligibility for 

tbe exclusion, If eligible, ■arried individuals shall apply 

tbe exclusion separately, but the li■itation for inCOlle 
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exceeding $15,000 is determined witb respect to the spouses 

on their co■bined adjusted gross inCOIIS. Por tbe purpose of 

tbia subsection, per■anently and totally disabled -ans 

unable to engage in any substantial gainful activity by 

reason of any ■edically determined physical or -ntal 

impair■ent lasting or expected to last at least 12 ■ontbs. 

(Subsection (2)(f) ter■inates on occurrence of 

contingency--sec. 3, Ch. 634, L. 1983.)" 

Section 6. ·section 15-30-112, .MCA, la -■ended to read: 

"15-30-112. Eze■ptions. (l) Except aa provided in 

subsection (6), in tbe caae of an individual, tbe ex-ptions 

provided by subsections (2) tbrougb (5) aha¼¼-be ~ allowed 

as deductions in co■puting taxable inco■e. 

(2) (a) An exe■ption of $869 $3,500 ahaU-be ia allowed 

for taxable years beginning after December 31, ¼9~8 ill!• 
for tbe taxpayer. 

(b) An additional exemption of $888 $3,500 slla¼¼-be is 

allowed for taxable years beginning after December 31, ¼9~8 

!!ll, for tbe spouse of tbe taxpayer if a separate return is 

■ade by the taxpayer and if the spouse, for the_ calendar 

yqr in wbicb the taxable year of the taxpayer begins, has 

no gross inco■e and is not the dependent of another 

taxpayer. 

(3) (a) An additional exemption of $888 ~ aha¼¼-be 

!! allowed for taxable years beginning after December 31, 
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¼9i8 1992, for the taxpayer if he the taxpayer has attained 

the age of 65 before the close of h¼e the taxpayer"s taxable 

year. 

(b) An additional exemption of $888 $3,500 slla¼¼-be is 

allowed for taxable years beginning after December 31, ¼9i8 

1992, for the spouse of the taxpayer if a separate return is 

aade by the taxpayer and if the spouse has attained the age 

of 65 before the close of aaeh lli taxable year and, for the 

calendar year in which the taxable year of the taxpayer 

begins, has no gross incoae and is not the dependent of 

another taxpayer. 

(4) (a) An additional exemption of $888 $3,500 sha¼¼-be 

!.!. allowed for taxable years beginning after Deceaber 31, 

¼9i8 1992, for the taxpayer if he the taxpayer is blind at 

the close of h¼a the taxpayer's taxable year. 

(b) An additional exemption of $888 $3,500 slla¼¼-be is 

allowed for taxable years beginning after Decellber 31, ¼9i8 

.!!ll, for the spouse of the taxpayer if a separate return is 

-de 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 ttttbt 

ill• the determination of whether the spouse is blind she¼¼ 

must be made as of the close of the taxable year of the 

taxpayer, except that if the spouse diea during ■aeh lli 
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taxable year, ■aeh the deter■ination alla¼¼ ~ be -de as 

of the time of ■aeh death. 

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

is blind only if h¼■ the individual's central visual acuity 

does not exceed 20/200 in the better eye with correcting 

lenses or if h¼s the individual's visual acuity is greater 

than 20/200 but is acco■panied by a li■itation in the fields 

of vision such that the widest dia■eter of the visual field 

subtends an angle no greater than 20 degrees. 

(5) (a) An exemption of $888 ~ ■h■¼¼-be is allowed 

for taxable years beginning after December 31, ¼9i8 !_lli, 

for each dependent: 

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

the taxable year of the taxpayer begins is leas than $888 

$3 1 500; 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 taxabl■ year of the 

taxpayer begins; or 

(Bl is a student. 

(b) lie An exe■ption sheU-be is not allowed under this 

subsection~ for any dependent who has made a joint return 

with h¼s the dependent's spouse for the taxable 

beginning in the calendar year in which the taxable year 

the taxpayer begins. 

year 

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

•child" aeans an individual who is a son, stepson, daughter, 

or stepdaughter of the taspayer. 

(d) For purposes of subsection (5)(a)(ii)IB), 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-tiae student at an educational 

institution, or 

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

on-far■ training under 

agent of an educational 

political subdivision of 

aubsection tSttdtt¼¼t 

the supervision of an accredited 

institution or of a state or 

a state. For purpose■ of this 

.lill, the ter■ "educational 

inatitution• aeana only an educational institution wh¼eh 

!!!!! nor-lly -intains a regular faculty and curriculum and 

nor-lly has a regularly organized body of students in 

attendance at the place where its educational activities are 

carried on. 

(6) (Al 'l'IIB EXBIIP'l'IONS PROVIDED FOR IN '!'BIS SEC'l'ION ARE 

REDUCED BY 101 .POii EVERY $5,000 OF PEDERAL Al)JtJSTED GROSS 

INCOIIB IN EXCESS OF $150,000. 

ill 'l'lle Por tax years beginning after Dece■ber 31, !!!_! 

1993, the departaent, by Novellber 1 of each year, shall 

multiply all the exe■ptions provided in this section by the 
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inflation factor for that taxable year and round the product 

to the nearest $10. The resulting adjusted exe■ptions are 

effective for that taxable year and aha¼¼!!!!!!. be used in 

calculating the tax iaposed in 15-30-103." 

Section 7. Section 15-30-117, NCA, is aaended to read: 

• 15-30-117. llet operating loas -- ccaputation. ( 1) A 

Montana net operating loss for a loss incurred in tax years 

beginning after Deceaher 31 1 1992 1 ... st be deter■ined in 

accordance with section 172 of the Internal Revenue Code of 

1954 or as that section may be labeled or •-nded and in 

accordance with the following: 

(a) The net operating loss deduction for Montana 

purposes is increased by the-fo¼iowt"'9T 

tit--thet-pert,¼011-ef-the-federe¼-¼n---te•--end---tor 

•eh¼e¼e--te•--e¼¼ewed--ee--e--dedaet¼on--ander--¼5-38-¼~¼-or 

¼S-38-¼3¼-wh¼eh-¼e-ett,r¼batab¼e-to--¼neo■e--fro■--a--llontane 

trede-or-baaineser-end 

t¼¼t Montana wages and salaries allowed as a business 

deduction under 15-30-111(4). 

(b) The net operating loss deduction for Montana 

purposes is decreased by the fo¼¼ow¼n9T 

t¼t interest received on obligations of another state 

or territory or of a county, municipality, district, or 

political subdivision thereof allowed as nonbusiness inco­

under 15-30-11111) (a)r 
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tiit-federa¼-iaeeae-taJt-refanda-reqaired-to-lle--reported 

ander-¼5-38-¼¼¼-■ad-¼5-38-¼3¼-aa-Mont■n■-baaineee-ineoae7 

tii¼t-stete-iaeoae-ts■7-end 

ti•t-eny--other--nonba■ine■■--dedaetion■--e¼¼owed--ander 

¼5-38-¼i¼-in-e■ee■a-of-aonbaaineee-ineoae. 

(2) Notwithstanding the provisions of section 172 of 

the Internal Revenue Code of 1954 or as that section aay be 

labeled or aaended, a net operating loss does not include~ 

tat incoae defined as exeJOpt froe state taxation under 

15-30-111(2)7-or 

tbt--e-eero-breeket-dedaet¼on-pro•ided-for-ander-aeetioa 

63-of-the-¾nterne¼-Re•enae-eode-of-¼954-or-ea--thet--aeetion 

aey-be-¼elle¼ed-or-aaended." 

Section 8. Section 15-30-122, MCA, is aaended to read: 

"15-30-122. Standard deduction. Cl) A standard 

deduction e,;ae¼-to-281 of adjusted gross income ahe¼¼-lle is 

allowed if-e¼eeted-by-the-te■peyer-on-hia on the taxpayer's 

return. 'l'he-stenderd-dedaetion--she¼¼--be--in--¼iea--of--e¼¼ 

dedaetiona-e¼¼owed-ander-¼5-38-¼i¼T-lfhe--■i•-

C2) Cal Except as 

throu~ ~ 12l(El 1 

provided in subsections (2)(b) 

the standard deduction ahe¼¼--be 

$¼T588 is 481 301 OF MOIITANA ADJUSTED GROSS INCOME, BUT NOT 

LESS THAN $iz888 $2,500 OR MORE THAN $5,000. 7--aa--ed;aated 

ander--the--pro•isions-of-aabBeetion-titT-e■eept-thet-in-the 

eaae--of 
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(bl For a single joint return of husband and wife, the 

standard deduction is 481 301 OF MONTANA ADJUSTED GROSS 

Il!ICOIIEr BOT IIO'l' LESS TRAN $4,000 OR MORE TRAN 1!9.,_000. or-in 

the-eeae-of 

(cl For a single individual who qualifies to file as a 

head of household on hia the individual's federal income tax 

return, the -■¼aaa standard deduction ahe¼¼-lle-$37888 is 

481 301 OF MONTANA ADJUSTED GROSS INCOME, BOT NOT LESS THAN 

$3,000 OR MORE THAN $7 1 500. 7--es--ed;aated--aadH--the 

proriaiona-of-sabaeetion-titT 

ill The standard deduction sha¼¼--not--be-e¼¼owed-to 

either-the-haabead-or-the-wife-if-the--ta■--of--one--of--the 

spoaaes---ia--deteraiaed--~hoat--re9ard--to--the--stendard 

dedaet¼oa for aarried taxpayers filing separately is 481 ill 
OF MONTANA ADJOS'l'ED GROSS INCOIU!: 1 BUT NOT LESS THAN $2,000 

QllllORE TRAN $5 1000. 

ill THE ST~ DEDUCTIONS PROVIDED FOL_Ilil THIS 

SUBSECTION (2) ARE REDUCED BY 101 FOR EVERY $5,01)0 OF 

FEDERAL ADJUSTED GROSS IIIICOIIE Ilil EXCESS OF $150,000. 

ill For purposes of this section, the determination of 

whether an individual is -rried aha¼¼ must be made as of 

the last day of the taxable year7--pro•¼ded7-howe•er7.,_ 

However, if one of the spouses dies during the taxable year, 

the deteraination aha¼¼ J!!!!!!. be aade as of the date of 

death. 
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titill a, For taxable years beginning after Decellber 

lli !!!! 1993 1 by November 1 of each year, the departaent 

shall multiply the aalf¼aua standard deduction for single 

returns, qualified-head-of-household returns, and joint 

returns by the inflation factor for that taxable year and 

round the product to the nearest $10. ~he-standard-dednet¼en 

fer-je¼nt-retnrna-and-~na¼¼f¼ed-head--ef--henaehe¼d--retnrna 

aha¼¼--ee-triee-the--..nt-fer-a¼n9¼e-reenrnaT The resulting 

adjusted deductions are effective for that taxable year and 

aha¼¼ ■ust be used in calculating the tax i■posed in 

15-30-103." 

IIEW SBCTI.Q!h Section 9. Credit for sale of buainess. 

(1) (a) For tax years beginning after December 31, 1992, an 

individual who realises a gain that ■ust be included in 

Montana adjusted gross inco■e, fro■ the sale of a business, 

trade, or profession, is allowed a one-ti■e credit against 

the tax i■posed by 15-30-103. 

(b) To be eligible for the credit, the individual, 

including the individual's parents, grandparents, children, 

and grandchildren, must have held the interest in the 

business, trade, or profession for at least 15 years. 

(2) (a) Subject to the li■itation contained in 

subsection (2)(b), the credit ■ust be co■puted by 

multiplying the 

adjusted groae 

gain that was included in the Jtontana 

inco■e fro■ the sale ti■es the individual's 
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highest federal tax rate in the tax year in which the gain 

fro■ the sale is reported ti■es this state's highest tax 

rate for that individual in the aaae year. 

(b) For an individual who realised a gain in excess of 

$1 ■illion, the credit is reduced at the rate of$¼!! for 

every ti s20,ooo of gain in excess of $1 million. 

(c) Tile credit provided for in this section is not 

refundable, nor ■ay it be carried back or carried forward. 

(3) For sales that occurred prior to December 31, 1992, 

and for which the gain for the sale of the business, trade, 

or profession is being reported on the installment basis, 

the individual shall satisfy the requirements of subsection 

(l)(b). 

Section 10. Section 15-30-126, MCA, is amended to read: 

"15-30-126. Sllall business corporation - deduction for 

donation of ccaputer equii-ent to schools. A saall business 

corporation, as defined in 15-31-201, is allowed a deduction 

equal to the fair ■arket value, not to exceed 301 of the 

a■all business corporation's net income, of a computer or 

other sophisticated technological equip■ent or apparatus 

intended for use with the c011puter donated to an eleaentary, 

secondary, or accredited postsecondary school located in 

Montana if, 

(1) the contribution is 

after the ■anufacture of 

made 

the 

-24-
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substantially completed; 

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

exchange for 110ney, other property, or services; and 

(3) the electing small business corporation receives a 

written ■tate■ent from the donee in which the donee agre~s 

to accept the property and representing that the use and 

disposition of the property will be in accordance with the 

provisions of subsection (2)T-aftd 

t4t--tbe-dedattion-a¼¼owed-in-tbi■-aeetion-is-in-¼iea-of 

tbe--dedaetion--a¼¼-ed--ander--¼S-38-¼~¼---for---ebaritab¼e 

eontriba~¼one.• 

Section 11. Section 15-30-131, NCA, is amended to read: 

•is-30-131. -resident and temporary part-year 

reaident taxpayers -- adjusted gross inccae. ill In the case 

of a nonresident or part-year resident taxpayer other-than-a 

resident-of-this-state, adjusted gross income includes the 

entire aaount of adjusted gross inccae as-pro•ided-for-in 

¼5-38-¼¼¼ from sou~ces within this state but does not 

include inc:,0111!! ~~~froa annuities, interest on bank deposits, 

intere~_t; on bonds, notes, or other interett-bearing 

obligations, or dividends on stock of corporations, except 

to the extent to which the income from annuities, interest 

on bank deposits, intere■t on bonds, notes, or other 

interest-bearing obligations, or dividends on stock of 

corporations are a part of income fr011 any business, trade, 
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profession, or occupation carried on in this state. Interest 

incoae troa installaent sales of real or tangible ccamercial 

or business property located in Montana ■ust be included in 

Montana adjusted gross incoae. Adjusted gross income from 

sources within and outside of this state ■ust be allocated 

and apportioned under rules adopted by the department in 

accordance with the Multistate Tax ca.pact. 

(2) For purposes of this section, •installment sales• 

means sales in which the buyer agrees to pay the seller in 

one or ■ore deferred installaents. 

13) The deductions allowed in coaputing net income ~r!! 

restricted to a prorated standard deduction, as adjusted, 

allowed under 15-30-122 and .P.r~rat:ed ezeaptions, as 

adjusted, allowed under 15-30-112. The standard deduction 

and the clai■able exaptions ■ust be prorated according to 

the ratio that the taxpayer's Montana adjusted gross income 

bears to the taxpayer's federal adjusted gross income.• 

Section 12. Section 15-30-137, MCA, is amended to read: 

•is-30-137. Deteraination of tax of estates and trusts. 

The amount of tax ■ust be deter■ined from taxable income of 

an estate or trust in the sa■e manner as the tax on taxable 

income of individuals, by applying the rates~ contained 

in 15-30-103. Credits allowed individuals under Title 15, 

chapter 30, also apply to estates 

applicable.• 
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Section 13. section 15-30-142, MCA, i• -nded to read: 

•1.5-30-142. ._turaa and payaent of taz - penalty and 

interest - refWlda - credita. Ill A return ■ust be filed 

as provided in subsections (2)(a) through (2)(d) on forms 

and according to rules prescribed by the depart■ent. The 

filing status used in subsection (21 must be the aw status 

used for the individual's or married couple's federal~ in_come 

tax return. 

(2) A return ■ust be filed by: 

fil liYery !!£!!_ single individual and--e•ery-■err¼ed 

¼nd¼•¼daa¼-aee-f¼¼¼n9-e-jo¼nt-retern-rith-ll¼a-or-her--spo11ae 

and having a gross inco■e for the taxable year of acre than 

$¼7&887 the coabined aaount of the standard deduction for a 

s_in.!1,:1.e individual plua the a■ount for the exemption 

clai■able by the individual as provided in 15-30-112; as 

adjoste-ender-the-proris¼ons-of-seneet¼on-t~tT-and 

lb) each individual filing aa a head of household 

having gross income for tbe taxable year of more than the 

co■bined .,_,unt of the standard deduction for a head of 

household plus the amount for the exe■ption claimable by th~ 

individual as provided in 15-30-1121 

.1£l ■arried individuals not filing separate returns and 

having a coabined gross incaae for the taxable year of more 

than $278887 the co■bined aaount of the standard deduction 

for JB!!rrLed ~ individual& not~ filing separately pl11a 1:he 
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amount for the exeaption claimable by the~individual!! as 

provided in 15-30-1121 and 

ill es-ad;asted-endeP-the-pro•¼a¼ona-of-sebseet¼on-t~tT 

ahaH-lae-¼¼eb¼e-f--a-retern-to-lae-fi¼ed-on-saeh--for■a--and 

aecordt11t1--to--seeh--re¼es--aa--the-depert■ent--y-preaer¼be 

married individuals filing separately with combined gross 

in~ exceedi.!!9. _!!_De-half ~f __ the co■b!lled a111Qunt of the 

standard deduction for married individ~ls_ not filiD.!I, 

aepar•tely plus the aaount for the exemption claimable by 

the individual aa provided in 15-30-112. '1'he--9ross--¼nee■e 

-nts--referred--to--¼n--the--preeeding--aentenee-sha¼¼-be 

i-reaaed-by-$8887--es--ad;eated--ender--the--pro•¼s¼ons--of 

¼5-38-¼¼it6t7---for---eaeh---adcl¼t¼ona¼--persono¼--e•e■pt¼on 

a¼¼-nee-the-te11peyer-¼s-ent¼t¼ed-to-e¼a¼■-for-h¼■se¼f--and 

h¼s-epo11ae-ander-¼5-38-¼¼it3t-and-tftT 

ill A nonresident eha¼¼-lae ia required to file a return 

if his the nonresident's gross inooae for the taxable year 

derived from sources vithin Montana exceeds the !2lli amount 

of the prorated exemption deduction and prorated standard 

deduction he--¼s--ent¼t¼e--to--e¼a¼■--for--ht-e¼f-and-hta 

claimable by the nonresident and the nonresident's spouse 

under the provisiona of 15-30-112(2), (3), and (4). 

titill. In accordance with instructions set forth by the 

depart.ant, every taxpayer who is aarriedL and who is living 

with heaband--or--w¼fe the ___!_axpayer"s spouse, and~ is 
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required to file a return may, at h¼e-ar-her the taxpayer's 

option, file a joint return with haellllRd-ar-w¼fe the spou~e 

even though one of the spouses has neither gross income nor 

deductions. If a joint return is made, the tax aha¼¼ must be 

computed on the aggregate taxable income and the liability 

with respect to the tax she¼¼-be is joint and several. If a 

joint return has been filed for a taxable year, the spouses 

may not file separate returns after the ti- for filing the 

return of either has expired unless the department eo 

consents. 

tatill If eRy-eaeh ~ taxpayer is unable to make hia-cnrn 

~ return that is required to be made by the taxpayer, the 

return she¼¼!!!:!.!!:. be made by a duly authorised agent or by a 

guardian or other person charged with the care of the person 

or property of aaeh .!:.!!!. taxpayer. 

t•till 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 time of filing the return required by this chapter, pay 

to the departaent any balance of inc011e tax remaining unpaid 

after crediting the amount withheld as provided by 15-30-202 

end,'or and any payment made by reason of an estimated tax 

return provided for in 15-30-241~-proTidedr-heweTerT !_! the 

tax so coaputed is greater by $1 than the amount withheld 

eRdfer 2!. paid by estimated return as provided in this 
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chapter. If the amount of tax withheld eft<lfer 2!. payment of 

estimated tax exceeds by 110re than $1 the amount of income 

tax as coaputed, the taxpayer ahe¼¼--H is entitled to a 

refund of the excess. 

tStill Aa soon as practicable after the return is 

filed, the depart-nt shall exaaine and verify the tax. 

t6till If the a.>unt of tax as verified is greater than 

the a.>unt ~here~ofere paid, the excess she¼¼ !!!!!!1 be paid 

by the taxpayer to the departaent within 60 days after 

notice of the amount of the tax as coaputed, with interest 

added at the rate of 91 per annua or fraction ~hereof~ 

year on the additional tax. In aaeh !_!!!! caseL there she¼¼ 

be is no penalty because of eaeh .!:!!,! understat-nt, 

provided the deficiency is paid within 60 days after the 

first notice of the amount is aailed to the taxpayer. 

titill By Novetlber 1 of each year, the depart-nt shall 

aa¼~ip¼y deteraine the miniaum amount of gross income 

necessitating the filing of a return by-~he-¼nf¼e~¼en-fee~er 

for the taxable year. These adjusted a.>unts are effective 

for that taxable year, and persons having gross incoaes less 

than these adjusted amounts are not required to file a 

return. 

tBtfill Individual income tax forms distributed by the 

departaent for each taxable year must contain instructions 

and tables baaed on the adjusted base year structure for 
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that taxable year. 

Ill) For the purpoaes of this aection, 

tal •exeaption• aeana an exe■ption provided by 

15-30-112 and includes the adjustment provided ln 

15-30-112(6)1 and 

(bl "standard deduction• means a deduction provided by 

15-30-122 and includes the adjust■ent provided in 

15-~0-122fil." 

Section 14. Section 15-30-323, MCA, is -nded to read, 

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

required by 15-30-142t6till is not ■ade within 60 days or if 

the understat-nt is due to negligence on the part or the 

taxpayer but without fraud, there aha¼¼ ■ust be added to the 

aaount of the deficiency 51 tllereot!T-pro•i4e<ll7-bowe•er7-thet 

- of the deficiency. However, a deficiency penalty aha¼¼ 

■ay not be lesa than $2. Intereat wU¼ ~ be co■puted at 

the rate of 91 par ennu■ or fraction ~hereof of a year on 

the additional aaaeea■ent. Ezcept aa otherwiae expressly 

provided in thia subsection, the interest aha¼¼ !!!!!!l in all 

caaea be computed froa the date the return and tax were 

originally due aa diatinguished fro■ the due date as it -y 

have been extended to the date of pay■ent. 

(2) If the ti- for filing a return ia ·extended, the 

taxpayer ahall pay in addition intereat ~hereon on the tax 

due at the rate of 91 per annu■ froa the ti■e when the 
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return was originally required to be filed to the time of 

payment.• 

Section 15. Section 15-31-121, IICA, is aaended to read, 

"15-31-121. ('l'e■rporary FOR TAX YEAR 1993) Rate of tax 

llin1- tax surtax. (1) . Except as provided in 

subsection (2), the percentage of net inco■e to be paid 

under 15-31-101 aha¼¼-be ia: 

~ 6-afff 7.081 of a¼¼ the firat $500,000 Qf net 

incoae for the taxable period1 and 

(bl i-¼ft• ~ of all net income in excess of 

$500,000 for the taxable period. 'lhe-rete-set-forth-ie-~hie 

allbeeet:ioe-t¼t-llha¼¼-be--effee~i•e--for--e¼¼-teaab¼e--yeers 

ee4¼e9---oe--or---after--Pebr11ary--i87--¼9i¼T--'fhia--rete--is 

retroeet:iwe-to-se4-effeeti•e-for-e¼¼-te•eh¼e-,-eera-en4ing-on 

or-efter-Pebrnery➔87-¼H¼T 

(2) For a taxpayer -king a water'a-edge election, the 

percentage of net incoae to be paid under 15-31-101 she¼¼-be 

ill 
.i!l ~•--of--e¼¼ 7.331 OP THE FIRST $500,000 OP taxable 

net incoae for the taxable period1 AND 

(B) 7.821 OP ALL NET IIICOIIE IH EXCESS OP $500 1 000 FOR 

THE TAXABLE PERIOD. 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a ■ini■u■ tax of not less than 

$58 $100. 

·-32- BB 671 



1 

2 

3 

4 

5 

6 

7 

8 

g 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0671/03 

ttt--A£ter-the--t-of-ta•-¼iabi¼¼t:,-haa-loeen-~ted 

ander-aabaeet¼--t¼t-thro"'!llh-titT-eaeh-eorpo•at¼en--aab;eet 

te--ta-tien--aader-thi■-pa•t-aha¼¼-add7-a■-•-•••t••-fer-ta• 

year-¼99i7-iT31-ef-the-t■--¼¼ab¼¼¼ty-and7-aa--a--aarta•--fer 

ta•--year-¼9937-tTil-e£-the-ta•-¼¼ab¼¼¼ty7-and-the--■nt-ae 

derived-is-the--■nt-dae-the-stateT 

t5t--'l'tle-add¼t¼ena¼-ta•-ee¼¼eeted-ander--sabaeet¼en--ttt 

a11st-loe-depoa¼ted-te-the-ered¼t-of-the-state-9-•a¼-fandT 

15-31-121. (Effective en-reeeipt-af-ta•es for taz year 

¼993 ljJ~4 AIID TBERBArrER) Rate of taz ainiam taz 

aurtaz. (1) Except as provided in subsection (2), the 

percentage of net incoae to be paid under 15-31-101 aha¼¼-loe 

is: 

.l.!.l 6 3/41 of a¼¼ the first $500,000 Qf net incoae for 

the tazable period: and 

(bl 7 1/41 of all net income in ezcess of $500,000 for 

the tazable period. '!Phe-rate-stt-forth--¼n--thia--sabaeet¼en 

t¼t--eha¼¼--be--effeetive-fer-a¼¼-ta•ab¼e-yeara-ending-en-er 

after-Pel>rury-i87-¼9i¼T-'fllia-rate--is--retr-et¼ve--te--and 

effeet¼¥e--for-a¼¼-t■-ab¼e-yeera-end¼ng-on-er-after-Pebraary 

i!8r¼9i¼T 

(2) Pora tazpayer making a water's-edge election, the 

percentage of net incoae to be paid under 15-31-101 sha¼¼-be 

is: 

ill 71 of a¼¼ THE FIRST $500,000 OP tazable net income 
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for the tazable period, AND 

(B) 7.51 OF ALL 1IET IIICOIIE IN EXCESS OP $500,00C> FOR 

'!'BE TAXABLE PERIOD. 

(3) Every corporation subject to tazation under this 

part shall, in any event, pay a ■iniaua taz of not leas than 

$58 $100. 

ttt--A£ter-the--nt-of-ta•-¼¼abi¼ity-haa-been-eoaputed 

ander-ealtaeet¼ena-t¼t-thr-9h-t3tT-eaeh-eorperation--aabjeet 

te--ta•atien--aader-th¼a-part-aha¼¼-add?-aa-a-earta•-fer-ta• 

year-¼9887-tl-of--the--t••--¼iab¼Hty7--and--the--■-ant--ae 

der¼ved-ia-the-■-ant--dae-the-atateT" 

Section 16. Section 15-31-202, MCA, is amended to read: 

•15-31-202. S■all baai- corporati- not subject to 

cbapter. (1) A small business corporation ia not subject to 

the taxes i■poaed by·this chapter, The corporate net inco■e 

or loss of the corporation is included in the stockholders' 

adjusted gross incoae as defined in 15-30-lll. 

(2) Each small buainesa corporation is required to pay 

the ■ini■ua fee of $¼8 ill required by 15-31-204." 

Section 17. Section 15-31-204, IICA, is -■ended to read: 

"15-31-204. lliniam fee of -11 business corporations 

unaffected. Notwithstanding the provisions of 15-31-121, 

aaall business corporations shall pay a miniaua fee of $¼8 

ill•" 

Section 18. Section 15-31-131, MCA, is aaended to read: 
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•15-31-131. Credit for dependent care aaaiatance. (1) 

There i■ a credit again■t the taxes otherwise due under thi■ 

chapter allowable to an eaployer for aaounts paid or 

incurred during the taxable year by the eaployer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance ia furnished by a 

registered or licen■ed day-care provider and pursuant to a 

progr- that -ts the requir-nts of section 89(k) and 

129(d)(2) through (6) of the Internal Revenue Code. 

(2) (a) The -nt of the credit allowed under 

aubsection (1) i ■ 201 of tbe -nt paid or incurred by the 

eaployer during the taxable y_r, but the credit aay not 

exceed $1,250 of day-care assistance actually provided to or 

on behalf of the e11ployee. 

(bl Por the purposes of thi■ subsection, aarital status 

-st be deterained under the rules of section 2l(e)(3) and 

(4) of the Internal Revenue Code, 

(c) In the case of an onsite facility, the amount upon 

which the credit allowed under subsection (1) is baaed, with 

re■pect to any dependent, -st be based upon utilisation and 

the value of the ■ervices provided. 

(3) An -nt paid or incurred during the taxable year 

of an e,oployer in providing dependent care a■sistance to or 

on behalf of any eaployee doe■ not qualify for the credit 

allowed under subsection (l) if the aaount wa■ paid or 
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incurred to an individual described in section 129(c)(l) or 

(2) of the Internal Revenue Code. 

(4) An aaount paid or incurred by an eaployer to 

provide· dependent CAre a■sistance 

eaployee doe■ not qualify for the 

to or on behalf of an 

credit allowed under 

subsection (1): 

(a) to tbe extent the aaount is paid or incurred 

pursuant to a salary reduction plani or 

(b) if the aaount i■ paid or incurred for services not 

perforaed within this state. 

(5) If the credit allowed under subsection (ll is 

claiaed, the aaount of any deduction allowed or allowable 

under thia chapter for the amount that qualifies for the 

credit (or upon which· the credit i■ baaed) aust be reduced 

by the dollar aaount of the credit allowed. The election to 

claia a credit allowed under thi■ section must be aade at 

the ti- of filing the tax return. 

(6) The uiount upon which 

subsection (1) i ■ baaed aay not be 

the credit allowed under 

included in the gross 

incoae of the eaployee to whoa the dependent care assistance 

is provided. llowever, the aaount excluded froa the -income of 

an eaployee under this section may not exceed the 

liaitations provided in section 129(b) of the Internal 

Revenue Code. For purposes of Title 15, chapter 30, part 2, 

with re■pect to an eaployee to whom dependent care 
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assistance is provided, •wages• does not include any 11110unt 

excluded under this subsection. Aaoanta-ezciadee-allder--th¼a 

aabaeet¼on--do-not-gani¼fy-aa-ezpensea-for-wa¼ch-a-dedaet¼on 

¼a-aiiowed-to-the-emp¼oyee-ander-i5-36-i~iT 

(7) Any tax credit otherwise allowable under this 

section that is not used by the taxpayer in a particular 

year may be carried forward and offset against the 

taxpayer's tax liability for the next succeeding tu: year. 

Any credit reaaining unused in the next succeeding tax year 

may be carried forward and used in the second succeeding tax 

year, and likewise through the fifth year succeeding the tax 

year in which the credit was first allowed or allowable, A 

credit -y not be carried forward beyond the fifth 

succeeding tax year. 

(8) If the.tazpayer is an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may. be made 

on behalf of the corporation's shareholders. A shareholder's 

credit aust be coaputed using the shareholder's pro rata 

share of the corporation"s costs that qualify for the 

credit, In all other respects, the effect of the tax credit 

applies to the corporation aa otherwiae provided by law. 

(9) For purposes of the credit allowed under subsection 

(1): 

(a) The definitions and special rulea contained in 
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aection 129(e) of the Internal Revenue Coda apply to the 

extent applicable. 

(b) "Employer• .. ana an employer carrying on a 

busineas, trade, occupation, or profession in thia state. 

(c) "Internal Revenue Code" -ans the federal Internal 

Revenue Code as amended and in effect on January l., 1989," 

Sac:tlon 19. Section 15-32-303, MCA, is amended to read: 

"15-32-303. Deduction for purchase of -t.ana produced 

organic fertil.iaer. In addition to all other deductions f...,. 

ad;aated---9roas--¼nd¼v¼daa¼--¼n---•Howed--¼n--eoapat¼n9 

ta-b¼e-¼ne--ander-9¼t¼e-i57-ehapter--397--or froa gross 

corporate incoae allowed in coaputing net incoae under Titl.e 

15, chapter 31, part 1, a taxpayer may deduct h¼a 

expenditures made by the taxpayer for organic fertilizer 

produced in Montana and used in Montana. if the expenditure 

was not otherwise deducted in computing taxabl.e incoae.• 

Section 20. Section 13-37-21B, MCA, ia amended to read: 

"l.3-37-21.8, Liait.atioaa on receipts froa pol.itical 

-1ttees. ill A candidate for the state senate may receive 

no aore than $1,000 in total coabined aonetary contributions 

from all political coaait•tees contributing to h¼s the 

caapaign, and a candidate for the state house of 

representatives 111ay receive no more than $600 in total 

coabined aonetary contributiona from all political 

~ittees contributing to h¼a ~campaign.The foregoing 
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li■itations aha¼¼ !!!!!l be ■ultiplied by tha inflation factor 

as defined in ¼5-iHI-H¼tBt subsection (21 for the year in 

which 9eneral elections are held after--¼984T.t...-!ru! the 

rasultin9 figure aha¼¼ ■ust be rounded off to the nearest 

$50 increment. The c.,_issioner of political practice■ shall 

publish the revised limitations as a rule. In-kind 

contributions ■ay not be included in ~ting these 

li■itation totals. The li■itation provided in this section 

does not apply to contributions ■ade by a political party 

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

(2) •inflation factor• ■eana a nu■ber determined for 

each year by dividing the consuaer price index for June of 

t~e year by the conauaer price index for June 1980. The 

consumer price index to be used in deter■ininq the inflation 

factor is the consu■er price index, United States city 

aver!!!•« for all ite■a, uainq the 1967 base of 100 as 

published by the bureau of _j.~bor ~tatiatics of the o.s. 
de.!!!.rt■ent of labo_!"_.• 

NEW SECTION. Section 21. Codification inatruction. 

[Section 8 !I is intended to be codified as an integral part 

of Title 15, chapter 30, and the provisions of Title 15, 

chapter 30, apply to (section e !I• 

NBW SBC'l'ION. Section 22. Transition.· (1) 

NOtwitbstanding the provisions of 15-30-111, the adjusted 

gross inco■e of an individual include■ refunds of federal 
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incoae tax r-ived for tax years prior to December 31, 

1992, to the extent that the deduction of the tax resulted 

ins reduction of Montana incc.e tax liability. 

(2) lllotwithatandiR9 the proviaions of 15-30-122, all 

itemised deductions allowed pursuant to 26 o.s.c. 161 and 

211 that ■ay be carried forward, including but not limited 

to the contributions carryover, investlllent interest expense 

carryover, holle ■ortgage interest a■ortization, bond premiu■ 

a■ortisation, and deduction for inccae in respect of a 

decedent, ■ay be continued to be carried forward for a 

period not to.exceed 5 years. 

IIIEW_!IEC'l'ION, Section 23. Repealer. Sections 15-30-121, 

15-30-156, 15-30-157, 15-30-159, and 15-30-160, !!!!. 
15-30-199L NCA, are repealed. 

lllEW SEC'l'ION. Section 24. Bffective date - retroactive 

applicability. ill t!!ttis EXCEPT AS PROVIDED IN SUBSECTION 

(21, (THIS act) is effective on passage and approval and 

applies retroactively, within the meaning of 1-2-109, to tax 

yeara beginning after Dece■ber 31, 1992. 

( 2) (Al ( SBCTION 2 l IS EFPEC'l'IVE ON PASSAGE AND 

APPROVAL AllD APPLIES R&'1'ROAC'l'IVBLY r IIITBIN TIIE IIEAIIUIG OP 

l-~-109 1 TO THE TAX YBARS BBGIIINIIIG AFTER DECEMBER 31, 1992. 

(B) [SEC'l'ION 3) IS BPPEC'l'IVE ON PASSAGE AND APPROVAL 

AIID /IPPLIBS TO TAX YBARS 0 BBGUINIIIG APTER DECEMBER 31L 1994. 

NBII SECTION. SECTION 25. 'l'ERIIIIIATION. I SECTION 2 J 
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BOUSE BILL NO. 671 

INTRODUCED BY GILBERT, ELLIOTT, BIRD, 

DRISCOLL, GRINDE, SCHYE, MERCER, PETERSON 

A BILL FOR AN ACT 

INDIVIDUAL INCOME 

ENTITLED: "AN ACT GENERALLY REVISING 

TAX LAWS AND AMENDING CORPORATE LICENSE 

AND INCOME TAX LAWS: PROVIDING A SINGLE INCOME TAX RATE: 

REPLACING ITEMIZED INCOME TAX DEDUCTIONS WITH STANDARD 

DEDUCTIONS AND INCREASING TBE EXEMPTION AMOUNT; CHANGING THE 

METHOD OF INDEXING THE STANDARD DEDUCTION AND EXEMPTION 

AMOUNTS: PROVIDING FOR A ONE-TIME TAX CREDIT RESULTING FROM 

GAIN FROM TBE SALE OF A BUSINESS BELO FOR 15 OR MORE YEARS: 

INCREASING THE RATE OF TBE CORPORATE LICENSE OR INCOME TAX 

FOR CORPORATIONS WITH TAXABLE INCOME OVER $500,000; 

INCREASING THE MINIMUM CORPORATE TAX TO $100; INCREASING TBE 

SMALL BUSINESS CORPORATION MINIMUM FEE TO $25; AMENDING 

SECTIONS 13-37-218, 15-30-101, 15-30-103, 15-30-105, 

15-30-lll, 15-30-112, 15-30-117, 15-30-122, 15-30-126, 

15-30-131, 15-30-137, 15-30-142, 15-30-323, 15-31-121, 

15-31-131, 15-31-202, 15-31-204, AND 15-32-303, MCA: 

REPEALING SECTIONS 15-30-121, 15-30-156, 15-30-157, 

15-30-159, ANB 15-30-160, AND 15-30-199, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY 

DATE." 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MON'l'ANA: 

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

•15-Jo-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

(l) •ease year structure• means the following eleaents 

of the income tax structure: 

(a) the-tex--breekets--eatebi¼ehed--in--¼5-39-¼93y--bttt 

nnea;neted-by-enbeeet¼on-t~t-o£-i5-38-i83y-in-e££eet-on-anne 

38-0£-the-texebie-yeerr 

tbt the exemptions contained in 15-30-112, but 

unadjusted by l5-30-ll2(6)y-¼n-e££eet--on--aane--38--o£--the 

t:a•ab¼e-year; 

tetfil the -•i■IIBI standard deduction provided in 

15-30-122, but unadjusted by subsection tit ill of 

15-30-122T-in-e££eet-on-aane-38-of-the-texebie-year. 

( 2) •consumer price index for Montana• means the 

consumer price index for all urban consumers, United States 

city average, for all items, using the ¼96~ 1982-1984 base 

index of 100, as that base index is periodically adjusted, 

as published by the bureau of labor statistics of the U.S. 

department of labor, multiplied by 0.5. 

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

(4) •oividend" means any distribution made by a 

corporation out of its earnings or profits to its 
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shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends aa--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. 

(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 

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 

Montana for June of the taxable year by the consumer price 

index for Montana for June, ¼988 ¼994 1993, 

(9) •information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 
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personal property, fiduciarieS, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

custody, disposal, or payment of interest, rent, salaries, 

wages, premiums, annuities, compensations, remunerations, 

emoluments, or other fixed or determinable annual or 

periodical gains, profits, and income with respect to which 

any person or fiduciary is taxable under this chapter, 

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

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

taxpayer less the deductions allowed by this chapter. 

(12) "Paid", for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 

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

accrued• sha¼¼ must be construed accordin9 to the method of 

accounting upon the basis of which the taxable income is 

computed under this chapter. 

(13) "Pension and annuity income" means: 

(a) systematic payments of a definitely determinable 

amount from a qualified pension plan, as that term is used 

in section 401 of the Internal Revenue Code, or systematic 

payments received as the result of contributions made to a 

qualified pension plan that are paid to the recipient or 

recipient•s beneficiary upon the cessation of employment; 
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(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. 

(15) "Received", for the purpose of computation of 

taxable income under this chapter, means received or accrued 

and the term "received or accrued" 9ha¼¼ must 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 

includes, for the purpose of determining 

natural persons and 

liability to the 

tax imposed by this chapter with reference to the income of 

any taxable year, any person domiciled in the state of 
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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." 

Section 2. Section 15-30-103, MCA, is amended to read: 

"15-30-103. (TEMPORARY !"OR TAX YEARS 1993 AND 1994) 

Rate of tax ---ad;astment. tlt-There--shall--be Sttb;eet--te 

sttbseet¼en--tit7--there THERE is levied, collected, and paid 

for each taxable year commencing en-er 

1968 1992, upon the taxable income 

after December 31, 

of every taxpayer 

individual subject to this tax, after making allowance for 

exemptions and deductions ae-here½naf~er-prewided, a tax at 

the rate of TT5' TT3' 7.2\ of the individual's taxable 

income on--the--£o¼¼ewing--braekets--o£--eaxab¼e--ineeme--aa 

ad;asted-ander-sabseet¼en-tit-at-the-£ellow¼ng-ratesT 

tat--en--the--£¼rst-$l7888-0£-taxeble-¼neome-or-any-part 

theree£7-i•; 
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tbt--on-the-ne•t-$¼7888-of-taxab¼e-ineome--or--any--part 

thereof7-3•; 

tet--on--the--next--$i7888-of-taxab¼e-ineome-or-any-part 

thereof7-t•; 

tdt--on-the-next-$i7888-of-taxab¼e-ineome--or--any--part 

thereof7-5t; 

tet--on--the--next--$i7888-of-taxab¼e-ineome-or-any-part 

thereof7-6t; 

tft--on-the-ne•t-$i7888-ef-ta•ab¼e-ineeme--or--any--part 

~hereef7-~I; 

ttt--en--the--next--$47888-ef-taxable-ineeme-or-any-part 

thereof7-8t; 

tht--on-the-next-$67888-of-taxable-ineeme--or--any--part 

thereof7-9t; 

t¼t--on--the--next-$¼57888-of-taxab¼e-ineome-or-any-part 

thereof7-¼8I; 

fjt--e~-a~,-~awab¼~-~ne~me-in-e•eess-ef-5357888--er--any 

part-thereof7-¼¼t. 

tit--By--No•ember--¼--of-eaeh-year7-the-depart111Cnt-aha¼l 

ma¼tiply-the-braeket-amoant-eontained-in-aabaeetion--tlt--by 

the--inf¼ation--faetor--for--that-taxab¼e-year-and-roand-the 

eama¼ati•e-braeketa--to--the--neareat--$¼88.--~he--reaa¼tin9 

ad;tts~ed--brae•eea--are--effeetiTe-Eor-that-ta•ab½e-year-and 

sfta¼¼-be-ttsed-aa-the-bas¼s-fer--impeaition--ef--the--tax--in 

aabaeetion--t¼t--of--thia--aeetion ~he-department-may-adopt 
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ra¼ea-for-adjaating-the-tax-rate-pro•ided-in-aabaeet¼on--t¼t 

to--ref¼eet--ehangea--¼n--federa¼-adjaated-groaa-ineoaeT-~he 

ra¼ea-mast-adjast-the-tax-rate-to-MSiftta¼n-a-rate-that-~doea 

net--exeeed--iT51--ef--an--¼nd¼v¼dtta¼is--ta~ab¼e--ineeme7-ae 

determined-for-the-tax-year-beginning-danaary-¼7-¼994," 

SECTION 3. SECTION 15-30-103, MCA, IS AMENDED TO READ: 

"15-30-103. Rate of taz -- adjustment. (1) ~here--aha¼¼ 

be Subject to subsection (2), there is levied, collected, 

and paid for each taxable year commencing on or after 

December 31, ¼968 1994, upon the taxable income of every 

taxpayer individual subject to this tax, after making 

allowance for exemptions and deductions as--here¼nafter 

pro•ided, a tax at the rate of~-•• 7.J\ of the individual's 

taxable income on-the-fo¼¼owin9-braekets-of--ta•ab¼e--¼neo■e 

aa-adiasted-ander-sabseetion-tit-at-the-fo¼¼owin9-ratea-;-

tat--on--the--firat-$¼7888-of-taxab¼e-ineome-or-any-part 

t!'!~!'~~l7-i,-r-

tbt--on-the-next-$¼7888-of-ta•ab¼e-ineome--or--any--part 

thereef7-31-;­

tet--en--the--next--$i7888-of-taxab¼e-ineome-or-any-part 

thereof7-41; 

tdt--en-the-next-$i7888-ef-taxab¼e-ineome--or--any--part 

thereof7-51-;­

tet--on--the--next--$i7888-of-taxable-ineome-or-any-part 

~hereeE7-6I; 
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tEt--en-the-ne•t-$~7888-oE-ta•able-±ne""'e--er--any--part 

thereef7-i•~ 

tgt--en--the--next--$47888-0£-taxable-ineeae-er-any-part 

there0£7-8I~ 

tht--en-the-next-$67888-0£-taxable-ineeae--or--any--part 

thereef7-91; 

tit--en--the--next-$¼57888-of-~axab¼e-ineeme-er-any-part 

the~eofy-¼81; 

+;t--on-0ny-t0•0b¼e-ineeme-in-exeess-0£-$,57888--er--0ny 

p0rt-there0£7-ilt. 

(2) By--No•eaber--¼--0£-e0eh-ye0r7-the-departaent-ah0¼¼ 

ao¼tip¼y-the-braeket-aaoont-eonta¼ned-¼n-sobseet¼on--t¼t--by 

the--in£¼0tion--£0etor--£0r--that-taxab¼e-year-0nd-roond-the 

eoaolat¼Ye-braeketa--to--the--neareat--$l88T--~he--reao¼ting 

ad;osted--br0eketa--are--eEEeet¼•e-Eor-th0t-t0•0ble-year-0nd 

sha¼¼-be-ttsed-ae-the-bas¼e-for--impes¼t¼eft--ef--the--eax--½ft 

sobseet¼on--tlt--oE--th±s--seet¼on (a) The department shall, 

pursuant to subsection (2)(b), adjust the tax rate provided 

in subsection (1) to reflect changes in federal adjusted 

gross income. The adjustment must maintain a rate that 

produces revenue that does not exceed 7,4\ of taxable income 

based upon the definition of federal adjusted gross income 

as provided in 26 u.s.c. 62 on January 1, 1993. Prior to 

adopting a change in rate, the department shall present the 

proposed change to the revenue oversight committee for 
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review by the committee. 

(b) (i) For purposes of subsection (2)(a), for tax year 

1994 and each tax year thereafter, the department shall in 

the succeeding year determine the change in the amount of 

revenue collected resulting from changes made by the United 

States congress to federal adjusted gross income, as defined 

by the Internal Revenue Code, effective for that year. 

( ii) Based on the determination in subsection I 2)(b)( i J, 

the tax rate for the tax year following the determination 

must be adjusted in increments of 0.1\. 

(iii) A change in the rate may not be made unless the 

amount of change exceeds $4.5 million." 

Section 4. Section 15-30-105, MCA, is amended to read: 

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

on gross aa1es. (1) A like tax is imposed upon every person 

not resident of this state, which tax sha¼¼ must be levied, 

collected, and paid annually at the rates rate specified in 

15-30-103 with respect to his--ent¼re--nee ~rson's 

taxable income. AEter-ea¼eol0t¼ng-the-tax-¼mpesed7--the--tax 

doe--and--payab¼e-aost-be-determ¼fted-based-open-the-rat¼e-oE 

ineome-earned-in-Men~ana-eo-~o~a¼--¼neeme.--1neerest--ine0Me 

from--¼nsta¼¼ment--sa¼es--ef--rea¼-or-tangib¼e-ee111111ereia¼-or 

bnsiness-properey-¼eeated-in-Mefttana--is--eonsidered--ineome 

earned-in-MontanaT 

(2) Pursuant to the provisions of Article III, section 
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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. Sneh The tax 

sha¼¼-be is in lieu of the tax imposed under 15-30-103. The 

gross volume of sales made in Montana during the taxable 

year aha¼¼ must be determined according to the provisions of 

Article IV, sections 16 and 17, of the Multistate Tax 

Com.pact.• 

Section 5. Section 15-30-111, MCA, is amended to read: 

•15-30-111. Adjusted gross incoee. (1) Adjusted gross 

income sha¼¼--be is the taxpayer"s federal income tax 

adjusted grcss i~come as d~fin@d in section 62 of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended and in addition sha¼¼--¼ne¼nde includes 

the following: 

(a) interest received on obligations of another state 

or territory or county, municipality, district, or other 

political subdivision thereof: 

tbt--refnnda--reee¼•ed--of--federa¼--¼neeme--tasy-to-the 

e•eeftt-the-dedttee¼en-e!-stteh-~ax-resn¼~ed-¼n-e-redtte~ien--ef 
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Montana-ineome-tas-¼iab¼¼¼ty~ 

tetfil that portion of a shareholder's income under 

subchapter S. of Chapter 1 of the Internal Revenue Code of 

1954, that has been reduced by any federal taxes paid by the 

subchapter s. corporation on the income; and 

tdtfil depreciation or amortization taken on a title 

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

(2) Notwithstanding the provisions of the federal. 

Internal Revenue Code of 1954, as labeled or amended, 

adjusted gross income does not include the following which 

are exempt from taxation under this chapter: 

(a) all interest income from obligations of the United 

States gover1111ent, the state of Montana, county, 

municipality, district, or other political subdivision 

thereof; 

(b) interest income earned by a taxpayer age 65 or 

older in a taxable year up to and including $800 for a 

taxpayer filing a separate return and $1,600 for each joint 

return: 

(c) (ii except as provided in subsection (2)(c)(ii), 

the first $3,600 of all pension and annuity income received 

as defined in 15-30-101: 

(ii) for pension and annuity income described under 

subsection (2)(c)(i), as follows: 

(A) each taxpayer filing singly, head of household, or 
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married filing separately shall reduce the total amount of 

the exclusion provided in (2)(c)(i) by $2 for every $1 of 

federal adjusted gross income in excess of $30,000 as shown 

on the taxpayer's return; 

(B) in the case of married taxpayers filing jointly, if 

both taxpayers are receiving pension or annuity income or if 

only one taxpayer is receiving pension or annuity income, 

the exclusion claimed as provided in subsection (2)(c)(i) 

must be reduced by $2 for every $1 of federal adjusted gross 

income in excess of $30,000 as shown on their joint return; 

(di all Montana income tax refunds or tax refund 

credits: 

(e) gain required to be recognized by a liquidating 

corporation under 15-31-113(l)(a)(ii); 

(f) all tips covered by section 3402(k) of the Internal 

Revenue Code of 1954, as amended and applicable on January 

1, 1983, AND SERVICE CHARGES received by persons for 

services rendered by them to patrons of premises licensed to 

provide food, beverage, or lodging,. FOR THE PURPOSES OF 

THIS SUBSECTION (F), "SERVICE CHARGE" MEANS AN ARBITRARY 

FIXED CHARGE ADDED TO THE CUSTOMER'S BILL BY THE PERSON'S 

EMPLOYER IN LIEU OF A TIP. IT IS COLLECTED BY THE EMPLOYER 

AND PAID TO THE PERSON BY THE EMPLOYER. 

(g) all benefits received under the workers' 

compensation laws; 
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(h) all health insurance premiums paid by an employer 

for an employee if attributed as income to the employee 

under federal law; and 

because of a settlement (i) all money received 

agreement or judgment in a 

manufacturer or distributor 

lawsuit brought against a 

of •agent orange• for damages 

resulting from exposure to •agent orange•; and 

(j) for a single joint return of husband and wife, an 

amount, not to exceed $3,000, equal to 10\ of the wages and 

salary received by the spouse that earned the least amount 

of wages and salary in the tax year. 

(3) A shareholder of a DISC that is exempt from the 

corporation license tax under 15-31-102(1)(1) shall include 

in his the shareholder's adjusted gross income the earnings 

and profits of the DISC in the same manner as provided by 

federal law (section 995, Internal Revenue Code) for all 

periods for which the DISC election is effective. 

(4) A taxpayer who, in determining federal adjusted 

gross income, has reduced his the taxpayer's business 

deductions by an amount for wages and salaries for which a 

federal tax credit was elected under section 44B of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended is allowed to deduct the amount of the 

wages and salaries paid regardless of the credit taken. The 

deduction must be made in the year the wages and salaries 
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were used to compute the credit. In the case of a 

partnership or small business corporation, the deduction 

must be made to determine the amount of income or loss of 

the partnership or small business corporation. 

(5) Married taxpayers filing a joint federal return who 

must include part of their social security benefits or part 

of their tier 1 railroad retirement benefits in federal 

adjusted gross incoae may split the federal base used in 

calculation of federal taxable social security benefits or 

federal taxable tier 1 railroad retirement benefits when 

they file separate Montana income tax returns. The federal 

base must be split equally on the Montana return. 

(6) A taxpayer receiving retirement diaability benefits 

who has not attained age 65 by the end of the taxable year 

and who has retired as permanently and totally disabled may 

exclude from adjusted gross income up to $100 per week 

received as wages or payments in lieu of wages for a period 

during which the employee is absent from 

disability. If the adjusted gross 

work due to the 

income before this 

exclusion and before application of the two-earner married 

couple deduction exceeds $15,000, the excess reduces the 

exclusion by an equal amount, This limitation affects the 

aaount of exclusion, but not the taxpayer's eligibility for 

the exclusion, If eligible, married individuals shall apply 

the exclusion separately, but the limitation for income 
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exceeding $15,000 is determined with respect to the spouses 

on their combined adjusted gross income. For the purpose of 

this subsection, permanently and totally disabled means 

unable to engage in any substantial gainful activity by 

reason of any medically determined physical or mental 

impairment lasting or expected to last at least 12 months. 

( Subsection ( 2 )( f) terminates on occurrence of 

contingency--sec. 3, Ch. 634, L. 1983.)" 

Section 6. Section 15-30-112, MCA, is amended to read: 

"15-30-112. E::r..-ptions. (1) Except as provided in 

subsection (6), in the case of an individual, the exeaptions 

provided by subsections (2) through (5) she¼¼-be are allowed 

as deductions in computing taxable income. 

(2) (a) An exemption of $888 $3,500 aha¼¼-be is allowed 

for taxable years beginning after December 31, ¼9~8 1992, 

for the taxpayer. 

(b) An additional exemption of $888 $3,500 ■hall-be is 

allowed for taxable years beginning after December 31, ¼9~8 

1992, 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 $888 $3,500 ■hall-be 

is allowed for taxable years beginning after December 31, 
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i9?8 1992, for the taxpayer if he the taxpayer has attained 

the age of 65 before the close of his the taxpayer's taxable 

year. 

(b) An additional exemption of $888 $3,500 shali-be is 

allowed for taxable years beginning after December 31, ¼9~8 

1992, 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 saeh the 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 $888 $3,500 sha¼i-be 

is allowed for taxable years beginning after December 31, 

i9~8 1992, for the taxpayer if he the taxpayer is blind at 

the close of his the taxpayer's taxable year. 

(b) An additional exemption of $888 $3,500 shall-be is 

allowed for taxable years beginning after December 31, i9~B 

1992, for the spouse of the taxpayer if a separate return is 

aade 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 t4ttbt 

ill, the determination of whether the spouse is blind shall 

must be made as of the close of the taxable year of the 

taxpayer, except that if the spouse dies during sneh the 
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taxable year, saeh the determination sha¼i must be made as 

of the time of saeh death. 

(c) For purposes of this subsection 14), an individual 

is blind only if his the individual's central visual acuity 

does not exceed 20/200 in the better eye with correcting 

lenses or if his the individual's 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 $898 $3,500 shsi¼-be is allowed 

for taxable years beginning after December 31, l9iB 1992, 

for each dependent: 

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

the taxable year of the taxpayer begins is less than $888 

~; 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) Ne An exemption shs¼¼-be is not allowed under this 

subsection ill for any dependent who has made a joint return 

with his the dependent's spouse for the taxable year 

beginning in the calendar year in which the taxable year of 

the taxpayer begins. 
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(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 (S)(a)(ii)(Bl, 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 tSttdtt½½t i!i.l, the term "educational 

institution" means only an educational institution which 

that 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 onw 

(6) (A) THE EXEMPTIONS PROVIDED FOR IN THIS SECTION ARE 

REDUCED BY 10\ FOR EVERY $5,000 OF FEDERAL ADJUSTED GROSS 

INCOME IN EXCESS OF $150,000. 

ill !'tie For tax years beginning after December 31, ¼99i 

1993, the department, by November l of each year, shall 

multiply all the exemptions provided in this section by the 
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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 aha¼¼ must be used in 

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

Section 7. Section 15-30-117, MCA, is amended to read: 

"15-30-117. Net operating loss -- coaputation. (1) A 

Montana net operating loss for a loss incurred in tax years 

beginning after December 31, 1992, must be determined in 

accordance with section 172 of the Internal Revenue Code of 

1954 or as that section may be labeled or amended and in 

accordance with the following: 

(a) The net operating loss deduction for Montana 

purposes is increased by the-fe¼¼ew½ng~ 

t½t--that-pert½en-of-the-federa¼-½neome--ta~--•nd--meter 

wehie¼e--tax--a¼¼owed--ae--a--dednetion--ander--lS-38-¼~¼-or 

¼5-3&-¼3¼-whieh-½s-attr½btttab¼e-te--½neome--fro■--a--Mentana 

trade-or-bnsin~se~-and 

tiit Montana wages and salaries allowed as a business 

deduction under 15-30-111(4). 

(b) The net opecating loss deduction for 

purposes is decreased by the fallowing~ 

Montana 

tit interest received on obligations of another state 

or territory or of a county, municipality, district, or 

political subdivision thereof allowed as nonbusiness income 

under 15-30-lll(l)(a)~ 
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t¼¼t-federal-ineeme-tax-refands-reqa¼red-to-be--reperted 

ttnder-l5-38-lll-and-l5-38-l3i-as-Montsna-btts¼ness-¼neome7 

tiiit-etaee-inee■e-ta•;-and 

ti•t-any--ether--nenbasinems--dedaetiens--a¼¼owed--ttnder 

¼5-38-¼i¼-in-exeeas-ef-nonbaeinesa-ineoae. 

(2) Notwithstanding the provisions of section 172 of 

the Internal Revenue Code of 1954 or as that section may be 

labeled or amended, a net operating loss does not include~ 

tat income defined as exempt from state taxation under 

15-30-111(2)7-or 

tbt--a-zero-brae~et-dedaetion-proY¼ded-for-ttnder-seetion 

63-of-the-¼nternal-Re•enae-eode-of-¼954-or-as--that--seet¼on 

mar-be-labeled-or-amended," 

Section 8. Section 15-30-122, MCA, is amended to read: 

•15-30-122. Standard deduction. ( 1) A standard 

deduction eqaal-to-iBI of adjusted gross income shall-be is 

allowed ¼f-eleeted-by-the-taxpayer-on-his on the taxpayer's 

return. ~he-standard-dedttetion--sha¼¼--be--¼n--¼¼ett--of--ali 

dedaetions-a¼lowed-ttnder-15-38-iilT-The-maxi■= 

( 2) (a) Except as .2,rovided in subsections illill 
through ill±ft (2)(E), the standard deduction shs¼i--be 

$¼7588 is 481 30\ OF MONTANA ADJUSTED GROSS INCOME, BUT NOT 

LESS THAN $i7888 $2,500 OR MORE THAN $5,000. 7--as--ad;asted 

ander--the--proYisions-of-sttbseetion-titT-exeept-that-in-the 

eaae-ef 
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(b) For a single joint return of husband and wife, the 

standard deduction is 481 301 OF MONTANA ADJUSTED GROSS 

INCOME, BUT NOT LESS THAN $4,000 OR MORE THAN ilQ.,_000. or-¼n 

the-ease-of 

(c) For a single individual who qualifies to file as a 

head of household on his the individual's federal inc0111e tax 

return, the maxi■m1 standard deduction sha¼¼-be-$37888 ls 

48' 30\ OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN 

$3,000 OR MORE THAN $7,500. 7--as--ad;ttsted--ttnder--the 

proyis¼ons-of-sttbseetion-titT 

ill The standard deduction sha¼l--not--be-a¼lowed-to 

e¼ther-the-httsband-or-the-w¼fe-if-the--tax--of--one--of--the 

apeases---is--deter■¼ned--withottt--re~ard--to--the--standard 

dedaet¼on for married taxpayers filing separately is 481 301 

OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN $2,000 

OR MORE THAN $5,000. 

(E) THE STANDARD DEDUCTIONS PROVIDED FOR IN THIS 

SUBSECTION (2) ARE REDUCED BY 10\ FOR EVERY $5,000 OF 

FEDERAL ADJUSTED GROSS INCOME IN EXCESS OF $150,000. 

ill For purposes of this section, the determination of 

whether an individual is married shall must be made as of 

the last day of the taxable year7--proYided7-howeYer7~ 

However, if one of the spouses dies during the taxable year, 

the determination shall must be made as of the date of 

death. 
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titill B7 For taxable years beginning after December 

& !,!ll 1993, by November l of each year, the department 

shall multiply the ma•¼mnm standard deduction for single 

returns, qualified-head-of-household returns, and joint 

returns by the inflation factor for that taxable year and 

round the product to the nearest $10. ~he-stsndsrd-dednetion 

fer-;ein~-re~urn9-end-quaiified-head--ef--hettsehe¼d--returns 

shs¼¼--be-twiee-the-amennt-for-sing¼e-retnrnsT The resulting 

adjusted deductions are effective for that taxable year and 

aha¼¼ '!!!!!l be used in calculating the tax imposed in 

15-30-103." 

NEIi SECTION. Section 9. Credit for sale of business. 

(1) (a) For tax years beginning after December 31, 1992, an 

individual who realizes a gain that must be included in 

Montana adjusted gross income, from the sale of a business, 

trade, or profession, is allowed a one-time credit against 

the taz imposed by 15-30~103. 

(b) To be eligible for the credit, the individual, 

including the individual's parents, grandparents, children, 

and grandchildren, must have held the interest in the 

business, trade, or profession for at least 15 years. 

(2) (a) Subject to the limitation contained in 

subsection (2J(b), the credit must be computed by 

multiplying the gain that was included in the Montana 

adjusted gross income from the sale times the individual's 

-23- HB 671 

l 

2 

J 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

l.3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0671/03 

highest federal tax rate in the tax year in which the gain 

froa the sale is reported ti-s this state's highest tax 

rate for that individual in the sa11e year. 

(b) For an individual who realized a gain in excess of 

$1 million, the credit is reduced at the rate of $1 l\ for 

every $i $20,000 of gain in excess of $1 million. 

(c) The credit provided for in this section is not 

refundable, nor may it be carried back or carried forward. 

(3) For sales that occurred prior to December 31, 1992, 

and for which the gain for the sale of the business, trade, 

or profession is being reported on the installment basis, 

the individual shall satisfy the requirements of subsection 

(l)(bJ. 

Section 10. Section 15-30-126, MCA, is amended to read: 

"15-30-126. Sllall business corporation -- deduction for 

donation of coaputer equipaent to schools. A small business 

corporation, as defined in 15-31-201, is allowed a deduction 

equal to the fair market value, not to exceed 30\ of the 

small business corporation's net income, of a computer or 

other sophisticated technological equipment or apparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

MOntana if: 

(l) the contribution is made no later than 5 years 

after the manufacture of the donated property is 
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substantially completed; 

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

exchange for money, other property, or services; and 

(3) the electing small business corporation receives a 

written statement from the donee in which the donee agrees 

to accept the property and representing that the use and 

disposition of the property will be in accordance with the 

provisions of subsection (2)~-end 

t4t--the-dedaction-s¼¼oved-in-this-seetion-¼s-in-¼¼ea-of 

the--dedact¼on--sllowed--ander--¼5-38-li¼---for---eharitable 

eentribat¼ens.• 

Section 11. Section 15-30-131, MCA, is amended to read: 

•15-Jo-131. llonresident and temporary ~ear 

resident taxpayers -- adjusted gross incoae. ill In the case 

of a nonresident or part-year resident taxpayer e~her-than-a 

~esi~ene-ef-this-stat~, adjusted gross income includes the 

entire amount of adjusted gross income as-provided-for-in 

15-38-lll from sources within this state but does not 

include income from annuities, interest on bank deposits, 

interest on bondsL notes, or other interest-bearing 

obligations, or dividends on stock of corporations, except 

to the extent to which the income from annuities, interest 

on bank deposits, interest on bonds, notes, or other 

interest-bearing obligations, or dividends on stock of 

corporations are a part of income from any business, trade, 
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profession, or occupation carried on in this state. Interest 

income from installment sales of real or tangible commercial 

or business property located in Montana must be included in 

Montana adjusted gross income. Adjusted gross income fr0111 

sources within and outside of this state must be allocated 

and apportioned under rules adopted by the department in 

accordance with the Multistate Tax compact. 

(2) For purposes of this section, "installment sales• 

means sales in which the buyer agrees to pay the seller in 

one or more deferred installments. 

(31 The deductions allowed in computing net inco■e are 

restricted to a prorated standard deduction, as adjusted, 

allowed under 15-30-122 and prorated exemptions, as 

adjusted, allowed under 15-30-112. The standard deduction 

and the claimable exemptions must be prorated according to 

the ratio that the taxpayer's Montana adjusted gross income 

bears to the taxpayer's federal adjusted gross income.• 

Section 12. Section 15-30-137, MCA, is amended to read: 

"15-30-137. Deteraination of tax of estates and trusts. 

The amount of tax must be determined from taxable income of 

an estate or trust in the same manner as the tax on taxable 

income of individuals, by applying the ratea !..!!..!:, contained 

in 15-30-103. Credits allowed individuals under Title 15, 

chapter 30, also apply to estates 

applicable.• 
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Section 13. Section 15-30-142, MCA, is amended to read: 

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

interest -- refunds -- credits. (l) A return must be filed 

as provided in subsections {2){a) through (2)(d) on forms 

and according to rules prescribed by the department. The 

filing status used in subsection (2) must be the same status 

used for the individual's or married cou.e_le's federal income 

tax return. 

{2) A return must be filed by: 

~ Bwery each single individual and--ewery-au,rried 

¼nd¼w¼daa¼-net-fi¼ing-a-;eint-retarn-w¼th-h¼a-er-her--spoaae 

and having a gross income for the taxable year of more than 

$¼78887 the combined amount of the standard deduction for a 

single individual plus the amount for the exemption 

claimable by the individual as provided in 15-30-112: as 

ad;aated-ander-the-prewia¼ens-ef-aabseetion-t1t7-and 

(bl each individual filing as a head of household 

having gross income for the taxable year of more than the 

combined amount of the standard deduction for a head of 

household plus the amount for the exemption claimable by the 

individual as provided in 15-30-112: 

i£l married individuals not filing separate returns and 

having a combined gross income for the taxable year of more 

than $278887 the combined amount of the standard deduction 

for married individuals not filing separately plus the 
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amount for the exemption claimable by the individuals as 

provided in 15-30-112; and 

ill aa-ad;asted-ander-the-prowia¼ona-of-aabseetien-t1t7 

aha¼¼-be-¼¼ab¼e-fer-a-retarn-te-be-f¼¼ed-en-aaeh--ferma--and 

aeeerd¼ng--te--aaeh--ra¼ea--aa--the-department-au,y-preser¼be 

married individuals filing separately with combined gross 

income exceeding one-half of the combined amount of the 

standard deduction for married individuals not filing 

separately plus the amount for the exemption claimable by 

the individual as provided in 15-30-112. ~he--groaa--ineeae 

-oanta--referred--te--in--the--preeed¼ng--aentenee-aha¼¼-be 

¼nereased-by-$9997 --as--ad;aated--ander--the--pre•¼•¼ons--of 

¼5-39-¼¼it6tT---for---eaeh---add¼t¼ona¼--peraona¼--e•empt¼on 

a¼¼awanee-the-ta•payer-¼a-ent¼t¼ed-te-e¼a¼■-for-himae¼f--and 

h¼a-apoase-ander-¼5-39-¼¼it3t-and-t4tT 

ill A nonresident sha¼¼-be is required to file a return 

if hie the nonresident's gross income for the taxable year 

derived from sources within Montana exceeds the total amount 

of the prorated exemption deduction and prorated standard 

deduction he--¼s--entit¼ed--te--e¼a*■--for--h¼mse¼f-and-h¼s 

claimable by the nonresident and the nonresident's spouse 

under the provisions of 15-30-112(2), (3), and (4). 

titill In accordance with instructions set forth by the 

department, every taxpayer who is marriedi end who is living 

with hnsband--er--w¼fe the taxpayer's spouse, and who is 
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required to file a return may, at his-er-her the taxpayer's 

option, file a joint return with husband-er-wife the spouse 

even though one of the spouses has neither gross income nor 

deductions. If a joint return is made, the tax shall must be 

computed on the aggregate taxable income and the liability 

with respect to the tax 9ha¼¼-be is 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 se 

consents. 

t~till If any-stteh ~ taxpayer is unable to make his-ewn 

~ return that is required to be made by the taxpayer, the 

return shall must be made by a duly authorized agent or by a 

guardian or other person charged with the care of the person 

or property of stteh the taxpayer. 

t4till 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 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 

sndter and any payment made by reason of an estimated tax 

return provided for in 15-J0-2417-pre•ided7-hewe•er7 if the 

tax se computed is greater by $1 than the amount withheld 

andter 2!. paid by estimated return as provided in this 
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chapter. If the amount of tax withheld endter 2!. payment of 

estimated tax exceeds by aore than $1 the amount of income 

tax as computed, the taxpayer shai¼--be is entitled to a 

refund of the excess. 

tStill As soon as practicable after the return is 

filed, the department shall examine and verify the tax. 

t6till If the amount of tax as verified is greater than 

the amount theretefere paid, the excess shell must be paid 

by the taxpayer to the department within 60 days after 

notice of the amount of the tax as computed, with interest 

added at the rate of 9\ per annum or fraction thereef of a 

year on the additional tax. In stteh that caseL there shell 

be is no penalty because of stteh the understatement, 

provided the deficiency is paid within 60 days after the 

first notice of the amount is mailed to the taxpayer. 

t~till By November 1 of each year, the department shall 

maitip¼y determine the minimum amount of gross income 

necessitating the filing of a return by-the-¼ftf¼et¼en-faeter 

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. 

tBt.ilQl 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 

-30- HB 671 



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 

HB 0671/03 

that taxable year, 

(ll) For the purposes of this section: 

(a) •exemption• means an exem,etion provided by 

15-30-112 and includes the adjustment ,E_rovided in 

15-30-112(6); and 

(b) "standard deduction" means a deduction provided by 

15-30-122 and includes the adjustment provided in 

15-30-122.l!.l," 

Section 14. Section 15-30-323, MCA, is amended to read: 

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

required by 15-30-142t6till is not made within 60 days or if 

the understatement is due to negligence on the part of the 

taxpayer but without fraud, there aha¼¼ must be added to the 

aaount of the deficiency 51 thereof7-prov¼ded7-however7-that 

fte of the deficiency. However, a deficiency penalty ahaii 

may not be less than $2. Interest w¼¼¼ must be computed at 

the rate of 91 per annUll or fraction thereof of a year on 

the additional assessment. Except as otherwise expressly 

provided in this subsection, the interest she¼¼ must in all 

cases be computed from the date the return and tax were 

originally due as distinguished from the due date as it may 

have been extended to the date of payment. 

(2) If the time for filing a return is extended, the 

taxpayer shall pay in addition interest thereon on the tax 

due at the rate of 91 per annum from the time when the 
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return was originally required to be filed to the ti- of 

payment,• 

Section 15. Section 15-31-121, MCA, is aaended to read: 

"15-31-121. (T-i,orary FOR TAX YEAR 1993) Rate of tax 

aini■ua tax surtax. (1) 

subsection (2), the percentage 

under 15-31-101 shs¼¼-be is: 

Except as provided in 

of net income to be paid 

.l..!.l 6-3/41 7.08\ of a¼¼ the first $500,000 of net 

income for the taxable period; and 

(b) ~-¼f41 7,571 of all net income in excess of 

$500,000 for the taxable period. ~he-rate-set-£orth-¼n-th¼a 

sabseet¼on-t¼t-ahs¼¼-be--e£feet¼we--£or--a¼¼--ts•sb¼e--yeare 

end¼n9---on--or--sfter--Pebraary--iBT--i9~¼T--~h¼a--rste--¼a 

retroeet¼ve-to-snd-e££eet¼ve-for-s¼¼-ts•s~¼e-yesrs-end¼n9-on 

or-s£ter-Pebraary-i87-¼9~¼T 

(2) For a taipayer making a water's-edge election, the 

percentage of net income to be paid under 15-31-101 shs¼¼-be 

is: 

ill ~1--of--s¼¼ 7.33\ OF THE FIRST $500 1 000 QF taxable 

net income for the tazable period; ANO 

(B) 7,821 OF ALL NET INCOME IN EXCESS OF $500,000 FOR 

THE TAXABLE PERIOD, 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not less than 

$5B $100. 
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t4t--After-the-ameant-of-tax-¼iab¼¼¼ty-haa-l>een-eompated 

ander-aabseetiona-t¼t-throa9h-t3t7-eaeh-eorperat¼on--sal,'feet 

to--tsxstion--ander-th¼a-part-shall-add7-as-a-sartax-for-tax 

year-l99iy-iT3,-of-the-tax-liability-andy-as--a--sartax--for 

tax--year-¼9937-4Ti,-of-the-tax-liabi¼ity7-and-the-aaoant-so 

deri•ed-is-the-amoant-dae-the-stateT 

t5t--~he-additional-tax-eo¼leeted-aflder--sabaeetion--t4t 

■ast-be-depesited-to-the-eredit-of-the-atate-9enera¼-fandT 

15-31-121. (Effective on-reee¼pt-of-taxea for tax year 

¼993 1994 AND TBEREAFTER) Rate of tu: ■inillUII taz 

surtax. (1) Except as provided in subsection (2), the 

percentage of net income to be paid under 15-31-101 sha¼l-be 

ill 
1!.l 6 3/41 of a¼¼ the first $500,000 of net income for 

the taxable period; and 

(b) 7 1/41 of all net income in excess of $500,000 for 

the taxable period. ~he-rate-set-forth--in--thia--sabaeetion 

tlt--shal¼--be--effeeti•e-far-all-taxsb¼e-yeara-endin9-on-or 

after-Pebraary-i87-¼9i¼T-~h¼s-rate--ia--retroaeti•e--to--and 

effeet¼•e--for-all-taxab¼e-yeara-endin9-on-or-after-Pebraary 

i9rl9ih 

(2) For a taxpayer making a water's-edge election, the 

percentage of net income to be paid under 15-31-101 aha¼l-be 

is: 

ill 71 of al¼ TBE FIRST $500,000 OP taxable net income 
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for the taxable period; !IND 

(B) 7.51 OP ALL NE'l' INCOME IN EXCESS OP $500,000 POR 

TBE TAXABLE PERIOD. 

(3) Every corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not lesa than 

$58 $100. 

t4t--After-the-aaoant-of-tax-liability-has-been-eoapeted 

ander-sabaeet¼ona-t¼t-throa9h-t3t7-eaeh-eorporat¼on--anb1eet 

to--taxation--ander-thia-part-ahall-add7-aa-a-aartax-for-tex 

year-l988y-4,-of--the--tax--liabil¼ty7--and--the--aaoant--so 

der¼•ed-¼a-the-amoant-dae-the-atateT" 

Section 16. Section 15-31-202, MCA, is amended to read: 

"15-31-202. Saall business corporation not subject to 

chapter. (1) A s-11 business corporation is not subject to 

the taxes imposed by thia chapter. The corporate net income 

or losa of the corporation is included in the stockholders' 

adjusted gross income as defined in 15-30-111. 

(2) Each small business corporation is required to pay 

the minimum fee of $¼8 ill required by 15-31-204." 

Section 17. Section 15-31-204, MCA, is amended to read: 

"15-31-204. Xiniau■ fee of aaall business corporations 

unaffected. Notwithstanding the provisions of 15-31-121, 

small business corporations shall pay a minimum fee of $¼8 

ill·" 

Section 18. section 15-31-131, MCA, is amended to read: 
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"15-31-131. Credit for dependent care assistance. (1) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for amounts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provided to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider and pursuant to a 

progrUI that llt!ets the requirements of section 89(k) and 

129(d)(2) through (6) of the Internal Revenue Code. 

(2) (a) The amount of the credit allowed under 

subsection (1) is 20\ of the amount paid or incurred by the 

employer during the taxable year, but the credit may not 

exceed $1,250 of day-care assistance actually provided to or 

on behalf of the employee. 

(b) For the purposes of this subsection, marital status 

must be determined under the rules of section 2l(e)(3) and 

(4) of the Internal Revenue Code. 

(c) In the case of an onsite facility, the amount upon 

which the credit allowed under subsection (1) is based, with 

respect to any dependent, must be based upon utilization and 

the value of the services provided. 

(3) An amount paid or incurred during the taxable year 

of an employer in providing dependent care assistance to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (1) if the amount was paid or 
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incurred to an individual described in section 12!1(c)(l) or 

(2) of the Internal Revenue Code. 

(4) An 1U10unt paid or incurred by an employer to 

provide dependent care assistance to or on behalf of an 

employee does not qualify for the credit allowed under 

subsection (1): 

(a) to the extent the amount is paid or incurred 

pursuant to a salary reduction plan; or 

(b) if the amount is paid or incurred for services not 

performed within thia state. 

(5) If the credit allowed under subsection (1) ls 

claimed, the U1ount of any deduction allowed or allowable 

under this chapter for the amount that qualifies for the 

credit (or upon which the credit ia based) muat be reduced 

by the dollar amount of the credit allowed. The election to 

claim a credit allowed under this section must be made at 

the time of filing the tax return. 

(6) The amount upon which the credit al.lowed under 

subsection (1) is baaed may not be included in the gross 

income of the employee to whom the dependent care assistance 

is provided. However, the amount excluded from the income of 

an employee under 

limitations provided 

this section may not exceed the 

in section 129(b) of the Internal 

Revenue Code. For purposes of Title 15, chapter 30, part 2, 

with respect to an employee to whom dependent care 
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assistance is provided, •wages• does not include any amount 

excluded under this subsection. Alloante-exe¼aded-ander--th¼s 

aabaeetien--de-net-qaa¼¼E1-as-expensee-Eer-whieh-a-dedaetien 

is-a¼¼ewed-te-the-emp¼e,ee-ander-¼5-38-¼i¼T 

(7) Any tax credit otherwise allowable 

section that is not used by the 

year may be carried forward 

taxpayer in 

and offset 

a 

under this 

particular 

against the 

taxpayer's tax liability for the next succeeding tax year. 

Any credit remaining unused in the next succeeding tax year 

may be carried forward and used in the second succeeding tax 

year, and likewise through the fifth year succeeding the tax 

year in which the credit was first allowed or allowable. A 

credit may not be carried forward beyond the fifth 

succeeding tax year. 

(8) If the taxpayer ls an S corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation's shareholders. A shareholder's 

credit must be computed using the shareholder's pro rata 

share of the corporation's costs that qualify for the 

credit. In all other respects, the effect of the tax credit 

applies to the corporation as otherwise provided by law. 

(9) For purposes of the credit allowed under subsection 

(1): 

(a) The definitions and special rules contained in 
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section 129(e) of the Internal Revenue Code apply to the 

extent applicable. 

(b) "Employer• means an employer carrying on a 

business, trade, occupation, or profession in this state. 

(c) •Internal Revenue Code• means the federal Internal 

Revenue Code as amended and in effect on January 1, 1989." 

Section 19. Section 15-32-303, MCA, is aaended to read: 

"15-32-303. Deduction for purchase of Montana produced 

organic fertiliser. In addition to all other deductions fr­

adjasted---9ress--ind¼vid~a¼--ineome--a¼¼ewed--¼n--eempatin9 

taxab¼e-½neeme-ander-~¼t¼e-¼57-ehapter--387--er fr011 gross 

corporate income allowed in computing net income under Title 

15, chapter 31, part 1, a taxpayer aay deduct h½s 

expenditures made by the taxpayer for organic fertiliser 

produced in Montana and used in Montana if the expenditure 

was not otherwise deducted in computing taxable income.• 

Section 20. Section 13-37-218, MCA, is amended to read: 

"13-37-218. Liaitationa on receipts frcm political 

.,,_ittees. ill A candidate for the state senate may receive 

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

from all political committees contributing to his the 

campaign, and a candidate for the state house of 

representatives may receive no more than $600 in total 

combined monetary contributions from all political 

committees contributing to his the campaign. The foregoing 
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limitations she¼¼ must be multiplied by the inflation factor 

as defined in ¼5-38-¼B¼tBt subsection (2) for the year in 

which general elections are held ef~er--¼9847~ the 

resulting figure she¼¼~ be rounded off to the nearest 

$50 increment. The commissioner of political practices shall 

publish the 

contributions 

revised 

may not 

limitations as a rule. In-kind 

be included in computing these 

limitation totals. The limitation provided in this section 

does not apply to contributions made by a political party 

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

(21 "Inflation factor" means a number determined for 

each year by dividing the consumer price index for June of 

the year by the consumer price index for June 1980. The 

consumer price index to be used in determining the inflation 

factor is the conswaer 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. 

de_2!rtment of labor.• 

NEW SECTION. Section 21. Codification in&l['UCtion. 

[Section 8 ~I is intended to be codified as an integral part 

of Title 15, chapter 30, and the provisions of Title 15, 

chapter 30, apply to [section 8 ~J. 

NEW SECTION. Section 22. Transition. ( 1) 

Notwithstanding the provisions of 15-30-111, the adjusted 

gross income of an individual includes refunds of federal 
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income tax received for tax years prior to Dece■ber 31. 

1992, to the extent that the deduction of the tax resulted 

in a reduction of Montana income tax liability. 

(2) Notwithstanding the provisions of 15-30-122, all 

itemized deductions allowed pursuant to 26 u.s.c. 161 and 

211 that may be carried forward, including but not limited 

to the contributions carryover, investment interest expense 

carryover, home mortgage interest amortization, bond premium 

amortization, and deduction for income in respect of a 

decedent, may be continued to be carried forward for a 

period not to exceed 5 years. 

NEW SECTION. Section 23. Repealer. Sections 15-30-121, 

15-30-156, 15-30-157, 15-30-159, an<l 15-30-160, AND 

15-30-199L MCA, are repealed. 

NEIi SECTION. Section 24. Effective date -- retroactive 

applicability. ill t~h¼s EXCEPT AS PROVIDED IN SUBSECTION 

(2). [THIS act] ie effective on µ3ssa;e and approval and 

applies retroactively, within the meaning of 1-2-109, to tax 

years beginning after December 31, 1992. 

(2) (A) [ SECTION 21 IS EFFECTIVE ON PASSAGE AND 

APPROVAL AND APPLIES RETROACTIVELY, WITHIN THE MEANING OF 

1-2-109, TO THE TAX YEARS BEGINNING AFTER DECEMBER 31, l.992. 

(B) [SECTION 3) IS EFFECTIVE ON PASSAGE AND APPROVAL 

AND APPLIES TO TAX JEARS BEGINNING AFTER DECEMBER 31, 1994. 

NEW SECTION. SECTION 25. TERMINATION. [ SECTION 2 J 
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Free Conference Co-ittee 
on House Bill 671 

Report 110. 1, April 24, .1993 

Mr. Speaker and Kr. President: 

Page 1 of 3 

we, your Free Conference Committee met and considered House Bill 
671 and recollllll8nd aa follow■: 

1 • Page 2, line. l 7. 
Strike: "fo~ J!o~tana• 

2. Page 2, line 22, 
Strike, •, multiplied by 0.5" 

3. Page 3, line■ 20 and 21. 
Following: "index• on line 20 
Strike: remainder of line 20 through "Montana• on line 21 

4. Page 3, line 22. 
Strike: "for Montana• 
Following, •t993■ 
Insert, •, tliinsubtracting 1, then multiplying by 0.5, then 

adding 1" 

5. Page 6, line 13 through page 8, line 5. 
Strike, ■action 2 in its entirety 
Ranwober: subsequent section■ 

6. Page 8, line 10. 
Strike: •1994• 
Insert, •Ilfi• 

7. Page 8, line 13. 
Strike, "7.31" 
In■ert 1 •t:'71• 

a. Page 9, line 21. 
Strike, •7 .41" 
Inaart s •l"':fi• 

9. Page 14, line B. 
Following, "ill" 
Insert: •except a■ provided in aubaection (71," 

10. Page 14, line■ 9 and 10. 
Following: "the" on line 9 
Strike, reaalru!er of line 9 through • ■ alary• on line 10 
ln■ert: •earned incoae• 

ADOPT 

REJECT 902138CC.H■■ 

11. Page 14, line 11. 
Strike: •wages and salary• 
Insert: •earned income• 

12. Page 16, line 7. 
Following: line 6 

April 24, 1993 
Page 2 of 3 

Insert, "171 The amount specified in subsection (21 (jl is 
reduced by 6.251 for every $5,000 of federal adjusted gross 
income in excess of $100,000." 

13. Page 16, lines 14, 17, and 24. 
Strike: •g~,~~g• 
Insert: • , • 

14. Page 17, lines 4, 12, and 16. 
Strike: •~3,500• 
Insert: • 2,110• 

15. Page 18, lines 10 and 15. 
Strike: •g~,s~g• 
Insert: • , 7 • 

16. Page 19, line 21. 
Strike: •101• 
Insert. •CT51• 

17. Page 19, line 22. 
Strike, •11so,ooo• 
Insert: • 100,000• 

18. Page 21, line 22. 
Strike: •301• 
Insert: •ioi• 

19. Page 21, line 23. 
Strike: "LESS THAN" 
Strike, "#2 1 500 OR" 

20. Page 22, lines 2, 8, and 14. 
Strike, "301" 
ln■ert: •ffi• 

21. Page 22, line 3. 
Strike: "LESS THAN $4,000 OR" 

22. Page 22, lines 8 and 9. 
Following, "NOT" on line 8 
Strike: reaaln<Ier of line 8 through "Q.!" on line 9 

f,C.C.R.-il-1 
~e 1o1\ 
902138CC.H■ a 



23. Page 22, lines 15 and 16. 
Following: "NO'l'" on line 15 

April 24, 1993 
Page 3 of 3 

Strike, ralllill'ndar of line 15 through "OR" on line 16 

24. Page 22, line 18. 
Strike, •101• 
Insert, "LlS\" 

25. Paga 22, line 19. 
strike, •11so,ooo• 
Insert, • 100,000• 

26. Paga 39, lines 20 and 22. 
Strike, •9• 
Insert: •I-• 

27. Paga 40, lines 16 and 17. 
Strike: •~• on line 16 
Following: .i.¼tt" on line 16 
Strike, raaaindar of line 16 through "[THIS" on line 17 
Insert: •(Thia• 

28. Page 40, lines 20 through 24. 
Strike, subsection (2) in it■ antiraty 

29. Page 40, line 25 through page 41, line 1. 
Strike: section 25 in its entirety 
And thi■ Fr- Conference Colmittae report be adopted. 

For the House: For the Senate, 

B~~ 
:na:a.r Rep. Gilbert, tfi I 

~ n. 

902138CC.Has 



OFFICE OF THE GoVERNOR 
STATE OF MoNTANA 

MARC RACICOT 
GOVUNOII 

April 22, 1993 

The Honorable John Mercer 
Speaker of the House 
state Capitol 
Helena MT 59620 

,,.,,.-~ 
"' t ~ 

:~. i -~ ) 
,:J' 
\ ~ .. ..... ~/ 
' -!'~7.,,-' 

·-......:.:;.... 

The Honorable Fred Van Valkenburg 
President of the Senate 
State Capitol 
Helena MT 59620 

STATE CAPITOL 
HELENA, MONTANA59620-0801 

Dear Speaker Mercer and President Van Valkenburg: 

In accordance with the power vested in me as Governor by the 
Constitution and laws of the state of Montana, I hereby return 
House Bill 671, "AN ACT GENERALLY REVISING INDIVIDUAL INCOME TAX 
LAWS AND AMENDING CORPORATE LICENSE AND INCOME TAX LAWS; PROVIDING 
A SINGLE INCOME TAX RATE; REPLACING ITEMIZED INCOME TAX DEDUCTIONS 
WITH STANDARD DEDUCTIONS AND INCREASING THE EXEMPTION AMOUNT; 
CHANGING THE METHOD OF INDEXING THE STANDARD DEDUCTION AND 
EXEMPTION AMOUNTS; PROVIDING FOR ONE-TIME TAX CREDIT RESULTING FROM 
GAIN FROM THE SALE OF A BUSINESS HELD FOR 15 OR MORE YEARS; 
INCREASING THE RATE OF THE CORPORATE LICENSE OR INCOME TAX FOR 
CORPORATIONS WITH TAXABLE INCOME OVER $500,000; INCREASING THE 
MINIMUM CORPORATE TAX TO $100; INCREASING THE SMALL BUSINESS 
CORPORATION MINIMUM FEE TO $25; AMENDING SECTIONS 13-37-218, 15-30-
101, 15-30-103, 15-30-105, 15-30-111, 15-30-112, 15-J0-117,15-30-
122, 15-30-126, 15-30-131, 15-30-137, 15-30-142, 15-30-323, 15-31-
121, 15-31-131, 15-31-202, 15-31-204, AND 15-32-303, MCA; REPEALING 
SECTIONS 15-30-121, 15-30-156, 15-30-157, 15-30-159, 15-30-160, AND 
15-30-199, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 
RETROACTIVE APPLICABILITY DATE with the attached amendments for the 
following reasons. 

The proposed amendments allow the provisions of House Bill 671 to 
apply to all Montanans fairly and proportionately. House Bill 671 
in its present form _does not require that. 

I am also returning House Bill 671 at this point in order for 
members of both houses to know its precise provisions before they 
finally consider Senate Bill 235. I want to advise as well that in 
the event Senate Bill 235 does not pass both houses of the 
Legislature, then I will not be in a position to act favorably upon 

TELEPHONE: (408) 444•3111 FAX: (408) 444-8529 



House Bill 671 in the event it is returned to me for further 
consideration. 

I urge your adoption of the proposed amendments. 

Sincerely, , ·, 
,-)• lj /,/ 
I~ \I~~ l(:'./,tc,\f 

MARC RACICOT 
Governor 



GOVE RHO a• 8 AMl!llDJIEJl'l'S 
'1'0 HOOSB BILL HO. 671 

(JlBJ'BIIBJICB BILL) 
11pril 22, 1993 

1. 

2. 

Page 2, line 17 
Following: •price index" 
strike: "tor Montana'' 

Page 2, line 22 
Following: "department of labor" 
Strike: •, multiplied by 0.5" 

3. Page 3 1 line 20 and 21 
Following: "price index" on line 20 
strike: "for Montana" 

4. Page J, line 22 
Following: "index" 
strike: "for Montana" 
Following: "ll,ll 11 

Insert: ", then subtracting 1, then multiplying by 0.5, then 
adding 1• 

5. Pages 6, line 13 through page 8, line 5 
Following: line 12 on page 6 
Strike: section 2 in it's entirety 
Renumber: subsequent sections 

6. Page a, line 10 
Following: "¼96&" 
strike: •ll,li." 
Insert: "1992" 

7. Page a, line 13 
Following: 11

~• 

strike: 111.i..l.l• 
Insert: 11 6. 71" 

s. Page 9, line 21 
Following: "exceed" 
Strike: •7 .4\" 
Insert: •6.71" 

9. Page 14, lines 9 and B 
Following:"of the" on line 9 
Strike: "wages and salary" 
Insert: "earned income" 

lO. Line ll 
Following:"of" 

l 

Strike: "wages and salary" 
Insert: "earned income" 

ll. Page 16, line 14 
Following: "$&%" 
Strike: •~• 
Insert: "$2,900" 

12. Page 16, line 17 
Following: "-$-&9-911 

Strike: •~• 
:Insert: "$2,900" 

13. Page 16, line 24 
Following: •~" 
Strike: •~" 
Insert: •$2,900 11 

14. Page 17, line 4 
Following: •~n 
Strike: •~" 
Insert: "$2,900" 

15. Page 17, line 12 
Following: •$3%• 
Strike: 11 ~ • 
Insert: 0 $2,900" 

16. Page 17, line 16 
Following: •~• 
strike: 11

~" 

Insert: "$2,900 11 

17. Page 18, line 10 
Following: "$8-e-&" 
strike: •~• 
Insert: 11 $2,900" 

18. Page 18, line 15 
Following: line 14 
Strike: "~" 
Insert: "$2,900" 

19. Page 19, line 21 
Following: "lrL" 
strike: "l.Q.l" 
Insert: "71" 

20. Page 19, Line 22 
Following: "QI." 
Strike: "$150,000" 
Insert: "$130,000" 

2 

Gc,..;s An'\el'\~ 
"~ lo1 I 



21. Page 21, line 23 
Following: line 22 
strike: "LESS THAN :S::iib:::00& S2 500 OR" 

22. Page 22, line J 
Following: "filll:" 
strike: "LESS THAN S4 000 OR" 

23. Page 22, lines 8 and 9 
Following: "HQT" on line 8 
strike: "LESS THAN S3,000 OR" 

24. Page 22, lines 15 and 16 
Following: "HQT" on line 15 
Strike: "LESS THAN $2 oqq OR" on line 16 

25. Page 22, Line 18 
Following: ".lrl" 
Strike: 11.l.Ql" 
Insert: •11• 

26. Page 22, Line 19 
Following: "QI:'." 
strike: "$150,000" 
Insert: "$130,000" 

21. Page 39, lines 20 and 22 
Strike: ".2" 
Insert: "8" 

28. Page 40, lines 16 and 17 
Following: •applicability. 
Strike: 11 (1)" on line 16 through "(2),• on line 17 

29. Page 40, line 20 through Page 41, line 1 
Strike: subsection (2) and section 25 in their entirety 

J 
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HOUSE BILL NO. 671 

INTRODUCED BY GILBERT, ELLIOTT, BIRD, 

DRISCOLL, GRINDE, SCHYE, MERCER, PETERSON 

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING 

INDIVIDUAL INCOMi: TAX LAWS AND AMENDING CORPORATE LICENSE 

AND INCOME TAX LAWS; PROVIDING A SINGLE INCOME TAX RATE; 

REPLACING ITEMIZED INCOME TAX DEDUCTIONS WITH STANDARD 

DEDUCTIONS AND INCREASING THE EXEMPTION AMOUNT; CHANGING THE 

METHOD OF INDEXING THE STANDARD DEDUCTION AND EXEMPTION 

AMOOIITS; PROVIDING FOR A ONE-TIME TAX CREDIT RESULTING PROK 

GAIN PROK THE SALE OF A BUSINESS HELD FOR 15 OR MORE YEARS; 

INCREASING THE RATE OF THE CORPORATE LICENSE OR INCOME TAX 

FOR CORPORATIONS IIITH TAXABLE INCOME OVER $500,000; 

INCREASING THE MINIMUM CORPORATE TAX TO $1001 INCREASING THE 

SMALL BUSINESS CORPORATION MINIMUM FEE TO $25; AMENDING 

15-30-101, 15-30-103, 15-30-105, SECTIONS 

15-30-111, 

13-37-218, 

15-30-112, 15-30-117, 15-30-122, 15-30-126, 

15-30-131, 15-30-137, 15-30-142, 

15-31-131, 

REPEALING 

15-31-202, 

SECTIONS 

15-31-204, 

15-30-121, 

15-30-323, 15-31-121, 

AND 15-32-303, MCA; 

15-30-156, 15-30-157, 

15-30-159, ANB 15-30-160, AND 15-30-199, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY 

DATE.• 
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BE IT ENACTED SY 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) "Base year structure• means the following elements 

of the income tax structure: 

(a) the-tas--braeaets--estab¼ished--in--¼S-3&-¼837--bat 

anadjasted-by-sabseetion-tit-of-¼5-38-¼837-in-effeet-on-dane 

38-of-the-tasab¼e-yeer~ 

tbt the exemptions contained in 15-30-112, but 

unadjusted by 15-30-112(6)7-in-effeet--en--~ane--3&--of--the 

t:axab¼e-year; 

tctfil the -•i■ua standard deduction provided in 

15-30-122, but unadjusted by subsection tit ill of 

15-30-1227-in-effect-on-dane-38-ef-the-teseb¼e-yeer. 

(2) "Consumer price index for--Ment:ana• means the 

consumer price index for all urban consume~s, United States 

city average, for all items, using the ¼96~ 1982-1984 base 

index of 100, as that base index is periodically adjusted, 

as published by the bureau of labor statistics of the U.S. 

department of labory-ma¼tip¼ied-by-8.S. 

(3) "Department• means the department of revenue. 

(4) •Dividend• means any distribution made by a 

corporation out of its earnings or profits to its 

-2- BB 671 
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shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends aa--here¼n--def¼ned. "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. 

(7) "Gross income• means the taxpa1er'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 

included in federal gross income ynder the provisions cf 

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!!!!_ 

Mont:ana for June of the taxable year .by the cona,1111er pr ice 

index tor-Mont:ana for June7-l988 !!!! 1993 1 THEN SUB~CT~NG 

l I THEN MULTIPLYING BY 0. 5, THEN ADDING l. 

(9) "Inforaation agents• includes all individuals, 

corporations, associations, and partnerships, in whatever 
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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 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) "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;; sha~~ must be construed according to the method of 

accounting upon the basis of which the taxable income is 

computed under this chapter. 

(13) "Pension and annuity income• means: 

(a) systematic payments of a definitely determinable 

amount from a qualified pension plan, as that term is used 

in section 401 of the Internal Revenue Code, or systematic 

payments received as the result of contributions made to a 

qualified pension plan that are paid to the recipient or 
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recipient's beneficiary upon the cessation of employment; 

(bl 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. 

(15) "Received", for the purpose of computation of 

taxable income under this chapter, means received or accrued 

and the term "received or accrued• sha¼¼ ~ 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 persona and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter with reference to the income of 

-5- HB 671 

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 

HB 0671/04 

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 

elsewhere. 

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.• 

Sec~i~-seetien-¼5-38-l83,-M€A7-is-amended-te--~eed~-­

•¼5-38-¼83,--t~BMP8RARY--l'8R--~AM--YHARB--¼993-ANB-¼994t 

Rate-of-tax ---adjttstment,-t¼t-~here--aha¼¼--l>e Bttbjeet--to 

snbaeetion--tit7--there !!!!!! is ¼ewied7-eo¼¼eeted7-end-peid 

£er-eaeft-taxab¼e-year-eeaaencin9-on-or--afeer--Beeember--3¼T 

¼968 ¼99i7--upc:,n--the--taxab¼e--ineome--0f--ewery--taxpeyer 

indt•¼dua¼ aabjeee--eo-en±a-tax7-after-makiftg-a¼¼ewanee-£er 

exempttena-and-dedttee¼ens-ss-here¼nafter-pro•idedT-a-tax at 

the--rate--of i.5, ~ i,il of-the-indiYidtta¼Ls-taxab¼e 

ineome on--the--fo¼¼oving--brac~eea--of--taxab¼e--¼nceme--aa 

ad;nsted-ttnder-attbaeetion-tit-at-the-fo¼¼owing-ratea~ 

tat--on--the--firat-$¼7888-of-taxab¼e-ineome-or-any-part 
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Chereor,-~,7 

tbt--on-the-next-$17889-et-taxable-ineome--or--any--part 

thereof,-317 

tet--on--tfte--next--$~7888-ef-taxab¼e-¼neome-or-any-part 

thereo£,-41; 

tdt--en-the-next-$z7988-ef-taxable-ineeme--or--any--part 

thereof7-517 

tet--en--the--next--$2,999-et-taxable-ineOJlle-er-any-part 

thereoE7-6I; 

ttt--en-the-next-$27999-ef-taxable-ineome--er--any--part 

thereof7-~l7 

tgt--en--the--next--$47888-cf-taxable-~neeme-cr-any-part 

thereof,-81; 

tht--on-the-next-$67888-ot-taxahle-ineome--or--any--part 

thereof7-91~ 

tit--on--the--next-$15,998-of-taxable-ineeae-er-any-part 

thereof7-l8l7 

+;t--on-any-taxable-ineome-in-exeese-cf-v35,898--or--any 

pert-thereof7-lllT 

tit--By--Nawember--l--of-eaeh-year7-the-department-ehall 

aaltiply-the-braeket-..-eant-eontained-in-aabaeetian--tlt--by 

the--inflaticn--faetor--for--that-taxable-year-a~d-roand-the 

enaalatiwe-hraekete--to--the--neareat--$l98T--~he--reaalting 

ad;aeted--braeketa--are--etfeetlwe-for-that-taxable-year-and 

ahall-be-ased-aa-the-baais-tor--impesition--cf--the--tax--in 

-7- BB 671 

l 

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 0671/04 

sabseeticn--tlt--of--thia--seeticn ~he-dep,,rtment-may-adopt 

ru¼es-for-adjuet¼ng-the-tax-rate-prov¼ded-in-subaeet¼on--f¼t 

to--reE¼eet--ehanges--¼n--Eedera¼-ad;usted-gross-¼ncomeo-~he 

rtt¼es-must-ad;ast-the-tax-rate-to-mainta¼n-a-rate-that--does 

not--exceed--~.s1--of--an--¼nd¼¥¼daaiis--taxah¼e--¼ncome7-ae 

determined-for-~fte-~ex-year-beginning-aanaary-¼y-¼994•• 

SECTION 2. SECTION 15-30-103, MCA, IS AMENDED TO READ: 

•15-30-103. Rate of tax -- adjustment. (1) ~here--shall 

be Subject to subsection (2), there is levied, collected, 

and paid for each taxable year commencing on or after 

December 31, 1968 !ill ll2!• upon the taxable income of 

every taxpayer individual subject to this tax, after making 

allowance for exemptions and deductions as--hereinaf~er 

prowided, a tax at the rate of TT41 TT31 h.7.! of the 

individual's taxable income on--the--followtng--braeketa--of 

taxable--lneeae--as--ad;nsted--aftder--sabaeetton--tzt-at-the 

fe¼¼ew~ft~-~9~ea~ 

t•t--aft-the-first-$¼7888-0£-taxable-ineome-or--afty--part 

thereof7-il-:­

tbt--on--the--next--$¼7888-ef-taxabie-ineeme-er-afty-part 

thereof7-31-;­

tet--on-the-next-$27988-of-taxabie-ineome--er--any--part 

thereofy-417 

tdt--on--the--ftext--$27888-of-taxable-ineame-or-any-part 

thereof7-51-;-
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tet--on-the-nest-$i7888-ot-tazab¼e-ineoae--or--any--part 

thereot7-6,T 

tft--on--the--nezt--$i7888-ot-tazab¼e-ineome-or-any-part 

thereof7-ilT 

tgt--on-the-nest-$47888-0£-tazab¼e-ineome--or--any--part 

thereot7-8l7 

tht--on--the--nezt--$67888-ot-taxab¼e-ineoae-or-any-part 

tnereot7-9IT 

tit--on-the-next-$¼57888-0£-tazab¼e-ineoae-or--any--part 

thereot7-¼8IT 

t;t--on--any--taxab¼e-ineeae-in-exeess-oi-$357888-or-any 

part-thereot7-¼¼,. 

(2) By-Ne•eaber-¼-ot-eaeh-yeer7--the--depertment--sha¼¼ 

mtt¼tip¼y--the--breeket-emottnt-conteined-in-sttbsection-t¼t-by 

the-inf¼etion-feetor-for-that-tezeb¼e--yeer--end--rottnd--the 

ettmtt¼ati•e--braekets--to--the--neerest--$¼88T--~he-restt¼ting 

ee;asted-breekets-~re-effeeti•e-tor-that--texeb¼e--year--and 

sha¼¼--be--ttsed--es--the--besis-for-imposition-0£-the-taz-in 

sttbseet¼on-t¼t-ot-this--seetion (al The department shall, 

pursuant to subsection (2)(b) 1 adjust the tax rate provided 

in subsection (l) to reflect changes in federal adjusted 

gross income. The adjustment must maintain a rate that 

produces revenue that does not exceed _!ill 6.7\ of taxable 

income based upon the definition of federal adjusted gross 

income ~JL.E_rovided ~n 26 o.s.c. 62 on January 1 1 1993. Prior 
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to adopting a change in rate, the department shall present 

the proposed change to the revenue oversight committee for 

review by the committee. 

(bl (i) For purposes of subsection (2)(al, for tax year 

1994 and each tax year thereafter, the department shall in 

the succeeding year determine the change in the amount of 

revenue collected resulting from changes made by the United 

States congress to federal adjusted grass income, as defined 

by the Internal Revenue Code, effective for that year. 

(ii) Based on the determination in subsection (2)(b)(il, 

the tax rate for the tax year following the determi~ation 

must be adjusted in increments of 0.1\. 

(iii) A change in the rate may not be made unless tpe 

amount of change exceeds $4.S million.• 

Section 3. Section 15-30-105, MCA, is amended to read: 

•15-30-105. Taz on nonresident -- alternative tax based 

on gross sales. (1) A like tax is imposed upon every person 

not resident of this state, which tax sfta¼¼ must be levied, 

collected, and paid annually at the rates rate specified in 

15-30-103 with respect to hia--entire--net the person"s 

taxable income. ~fter-ea¼eu¼ating-the-ea•-impesedy-the-ta• 

dtta-end-peyeb¼e-■~at-be-determined-besed-ttpon-the--retio--o~ 

¼neome--earned--*n--Montana-to-tota¼-inee■eT-¼nteres~-¼neo■e 

froa-inata¼¼ment-aa¼ea-of-rea¼--or--tangib¼e--eo11.111:ereia¼--or 

b~ainesa--property--¼oeated--in-Nontana-is-eensidered-ineoae 
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earned-¼n-Mon~aftaT 

(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 11 of the dollar volume of gross 

sales made in Montana during the taxable year. Stteh TI!!! tax 

ahaii--be is in lieu of the tax imposed under 15-30-103. The 

gross volume of sales made in Montana during the taxable 

year shall must be determined according ,o the provisions of 

Article IV, sections 16 and 17, of th~ Multistate Tax 

Compact.• 

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

•15-Jo-111. Adjusted groaa illCQllle= !l} Adjusted gruss 

income aha,U--be is the taxpayer's federal income tax 

adjusted gross income as defined in section 62 of the 

Internal Revenue Code of 1954 or as that section may be 

labeled or amended and in addition ahaii-incinde includes 

the following: 

(a) interest received on obligations of another state 

or territory or county, municipality, district, or other 

political subdivision thereof; 
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tbt--refttnda-reeeiyed-of--federai--ineo■e--tax7--to--the 

extent--the-dedttetion-of-atteh-tax-reattited-in-a-redttetion-0£ 

Men~ana-¼neeme-~a~-¼¼eb¼¼¼~y~ 

tetill that portion of a shareholder's income under 

subchapter s. of Chapter 1 of the Internal Revenue Code of 

1954, that has been reduced by any federal taxes paid by the 

subchapter S. corporation on the income; and 

tdt.l.E.l depreciation or amortization taken on a title 

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

(2) Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954, as labeled or amended, 

adjusted gross income does not include the following which 

are exempt from taxation under this chapter: 

(a) all interest income from obligations of the United 

States government, the state of Montana, county, 

municipality, 

thereof: 

district, or other political subdivision 

(b) interest income earned by a taxpayer age 65 or 

older in a taxable year up to and including $800 for a 

taxpayer filing a separate return and $1,600 for each joint 

return; 

(c) (i) except as provided in subsection (2)(c)(ii), 

the first $3,600 of all pension and annuity income received 

aa defined in 15-30-101; 

(ii) for pension and annuity income described under 
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subsection (2)(c)(i), as follows: 

(A) each taxpayer filing singly, head of household, or 

married filing separately shall reduce the total amount of 

the exclusion provided in (2)(c)(i) by $2 for every $1 of 

federal adjusted gross inc0111e in excess of $30,000 as shown 

on the taxpayer's return, 

(B) in the case of married taxpayers filing jointly, if 

both taxpayers are receiving pension or annuity income or if 

only one taxpayer is receiving pension or annuity income, 

the exclusion claimed as provided in subsection (2)(c)(i) 

must be reduced by $2 for every $1 of federal adjusted gross 

income in excess of $30,000 as shown on their joint return; 

(d) all Montana income tax refunds or tax refund 

credits; 

(e) gain required to be recognized by a liquidating 

corporation under 15-31-llJ(l)(a)(ii); 

(fl all tips covered by section 3402(k) of the Internal 

Revenue Code of 1954, as aaended and applicable on January 

1, 1983, AND SERVICE CHARGES received by persons for 

services rendered by them to patrons of premises licensed to 

provide food, beverage, or lodgingr. FOR THE PURPOSES OF 

THIS SUBSECTION (Fl, "SERVICE CHARGE"' MEANS AN ARBITRARY 

FIXED CHARGE ADDED TO THE CUSTOMER'S BILL BY THE PERSON'S 

EMPLOYER IN LIEU OF A TIP. IT IS COLLECTED BY THE EMPLOYER 

ANO PAID TO THE PERSON BY THE EMPLOYER. 

-13- HB 671 

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 0671/04 

(g) all benefits received under the workers• 

compensation laws; 

(h) all health insurance premiums paid by an employer 

for an employee if attributed as income to the employee 

under federal law; and 

( i) all money received because of a settleaent 

agreement or judgment in a lawsuit brought against a 

manufacturer or distributor of •agent orange• for daaages 

resulting from exposure to •agent orange•; and 

(j) EXCEPT AS PROVIDED IN SUBSECTION 17), for a single 

joint return of husband and wife, an amount, not to exceed 

$3 1 000, equal to 10\ of the wa9es-and-aaiary EARNED INCOME 

received by the spouse that earned the least amount of va9ea 

and-aa¼ary EARNED INCOME in the tax year. 

(3) A shareholder of a DISC that is exempt from the 

corporation license tax under 15-31-102(1)(1) shall include 

in h¼a the shareholder's adjusted gross income the earnings 

and profits of the DISC in the same manner as provided by 

federal law (section 995, Internal Revenue Code) for all 

periods for which the DISC election is effective. 

(4) A taxpayer who, in determining federal adjusted 

gross income, has [educed h¼s the taxpayer 1 s business 

deductions by an amount for wages and salaries for which a 

federal tax credit was elected under section 44B of the 

Internal Revenue Code of 1954 or as that section may be 
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labeled or amended is allowed to deduct the amount of the 

wages and salaries paid regardless of the credit taken. The 

deduction must be made in the year the wages and salaries 

were used to compute the credit. In the case of a 

partnership or small business corporation, the deduction 

must be made to determine the amount of income or loss of 

the partnership or small business corporation. 

(5) Married taxpayers filing a joint federal return who 

must include part of their social security benefits or part 

of their tier 1 railroad retirement benefits in federal 

adjusted gross income may split the federal base used in 

calculation of federal taxable social security benefits or 

federal taxable tier 1 railroad reti~ement benefits when 

they file separate Montana incaae tax returns. The federal 

base must be split equally on the Montana return. 

(6) A taxpayer receiving retirement disability benefits 

who has not attained age 65 by the end of the taxable year 

and who has retired as permanently and totally disabled may 

exclude from adjusted gross inc0111e up to $100 per week 

received as wages or payments in lieu of wages for a period 

during which the employee is absent from work due to the 

disability. If the adjusted gross income before this 

exclusion and before application of the two-earner married 

couple deduction exceeds $15,000, the excess reduces the 

exclusion by an equal aaount. Thia limitation affects the 
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amount of exclusion, but not the taxpayer's eligibility for 

the exclusion. If eligible, married individuals shall apply 

the exclusion separately, but the limitation for income 

exceeding $15,000 is determined with respect to the spouses 

on their combined adjusted gross income. For the purpose of 

this subsection, permanently and totally disabled means 

unable to engage in any substantial gainful activity by 

reason of any medically determined physical or mental 

impairment lasting or expected to last at least 12 months. 

ill THE AMOUNT SPECIFIED IN SUBSECTION Will IS 

REDUCED BY 6.25\ FOR EVERY $5,000 OF FEDERAL ADJUSTED GROSS 

INCOII.E IN EXCESS OP $100,000. (Subsection (2)(f) terminates 

on occurrence of contingency--sec. 3, Ch. 634, L. 1983.)" 

Section 5. Section 15-30-112, MCA, is amended to read: 

•15-30-112. Exe11ptiona. (1) Except as provided in 

subsection (6), in the case of an individual, the exemptions 

prcvided by subsections (2) through (5) aha¼¼-be ~ allowed 

as deductions in computing taxable income. 

(2) (a) An exemption of .$888 $3z588 $2,710 shs¼¼-be is 

allowed for taxable years beginning after December 31, ¼9~8 

1992, for the taxpayer. 

(b) An additional exemption of $888 $3z588 lli1!.Q shs¼¼ 

be is allowed for taxable years beginning after December 31, 

i9~8 .!lli, for the spouse of the taxpayer if a separate 

.return is made by the taxpayer and if the spouse, for the 
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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 $888 $37 589 $2,710 

shsll-l>e is allowed for taxable years beginning after 

December 31, ¼9T8 1221.• for the taxpayer if he the taxpayer 

has attained the age of 65 before the close of h¼s the 

taxpayer•s taxable year. 

(bl An additional exemption of $988 $37588 ~ she¼¼ 

be is allowed for taxable years beginning after December 31, 

l9T8 1221.• 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 saeh the 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 $888 $3z588 lli1.!..Q. 

shall-be is allowed for taxable years beginning after 

December 31, ¼9T8 1992, for the taxpayer if he the taxpayer 

is blind at the close of his the taxpayer's taxable year. 

(bl An additional exemption of $888 $3z588 llifil she¼¼ 

be is allowed for taxable years beginning after December 31, 

¼9T8 !fil, for the spouse of the taxpayer if a separate 

return is made by the taxpayer and if the spouae is blind 

and, for the calendar year in which the taxable year of the 
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taxpayer begins, has no gross income and is not the 

dependent of another taxpayer. For the purposes of this 

subsection t4ttbt ill• the determination of whether the 

spouse is blind she¼¼ must be made as of the close of the 

taxable year of the taxpayer, except that if the spouse dies 

during saeh ~ taxable year, saeh ~ determination shall 

~ be made as of the time of saeh death. 

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

is blind only if hie the individual's central visual acuity 

does not exceed 20/200 in the better eye with correcting 

lenses or if hie the individual's visual acuity is gceater 

than 20/200 but is accompanied by a liaitation 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 $888 $37588 ~2,710 sha¼l-be is 

allowed for taxable years beginning after December 31, ¼9T8 

llU, for each dependent: 

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

the taxable year of the taxpayer begins is less than $888 

$:t7588 $2,710; or 

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

(A) has not attained the age of 19 years at the close 

of the calendar year in which the taxable year of the 

taxpayer begins; or 

(B) is a student. 
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(b) Ne An exemption shall-be~ allowed under this 

subsection ill for any dependent who has made a joint return 

with h¼s the dependent's 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• aeans 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 

1110nths during the calendar year in which the taxable year of 

the taxpayer begins: 

( i) is a full-time student a·: an educational 

institution; or 

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

on-fara training under the supervision of an accredited 

agent of an educational institution or of a state or 

political subdivision of a state. For pucposes of this 

subsection t5ttdtt:Ht il!l, the term "educational 

institution• means only an educational institution wh¼eh 

~ not-lly maintains a regular faculty and curriculum and 

nor-lly has a regularly organized body of students in 

attendance at the place where its educational activities are 

carried on. 

(6) ill THE EXEMPTIONS PROVIDED_P'Q_R IN THIS SECTION ARE 

-19- HB 671 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

,~ ~, 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0671/04 

REDUCED BY 181 6.25\ FOR EVERY $5,000 OF FEDERAL ADJUSTED 

GROSS INCOME IN EXCESS OF $¼587888 $100,000. 

ill ~he For tax years beginning after December 31, !!ll 
1993, the department, by November 1 of each year, shall 

multiply all the exemptions provided in this section 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 !!!!!.!!l be used in 

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

Section 6. Section 15-30-117, MCA, is amended to read: 

"15-30-117. llet operating loss coaputation. (1) A 

Montana net operating loss for a loss incurred in tax years 

beginning after December 31, 1992, must be determined in 

accordance with section 172 of the Internal Revenue Code of 

1954 or as that section may be labeled or amended and in 

accordance with the following, 

ia; ~he net operating loss deduction for Montana 

purposes is increased by the-fe¼lew¼ng~ 

t¼t--that--part¼en--ef--the-federal-¼neeme-tax-and-meter 

Yeh¼ele-tax--allewed--ae--a--dedaet¼en--ander--lS-36-l~¼--er 

15-36-¼3¼--wh¼eh--¼s--attr¼batable--te-¼neeme-frem-a-Mentana 

~r•de-er-Dllaineee;-and 

t¼¼t Montana wages and salaries allowed as a business 

deduction under 15-30-111(4). 

Cb) The net. operating loss deduction for Montana 
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purpoaea ia decreaaed by the followln9T 

tlt interest received on obligation& of another state 

or territory or of a county, municipality, district, or 

political subdivision thereof allowed as nonbusiness income 

under 15-30-lll(l)(a)T 

tlit-federel--lneome-taw-refanda-reqalred-to-be-reported 

ander-l5-38-lll-end-l5-3&-l3l-ea-Montana-baa¼ness-ineome7 

tlllt-atate-ineeme-tax~-and 

ti•t-any--other--nonbaslnesa--dedaetlons--allowed--ander 

¼S-38-¼~¼-¼n-ezeese-e£-nenbns½nees-ineome. 

(2) Notwithstanding the provisions of aection 172 of 

the Internal Revenue Code of 1954 or as that section may be 

labeled or amended, a net operating loss doea not includeT 

tat income defined aa exempt from state taxation under 

15-30-111(2)7-or 

tbt--e-sero-braeket-dedaetion-pro•ided-for-ander-seetion 

63--of--the-tnter"al-ReYenae-eode-of-1954-or-as-that-seetion 

aay-be-¼abe¼ed-or-amended." 

Section 7. Section 15-30-122, MCA, is amended to read: 

"15-30-122. Standard deduction. ( l I A standard 

deduction eqael-to-i81 of adjusted grosa income shall-be is 

allowed if-eleeted-by-the-taxpayer-on-hia on the taxpayer's 

return. ~he--etandard--dedaetion--ahall--be--in-¼lea-of-al¼ 

dedaetlone-allowed-ander-15-38-lilT-~he-maxi•-

(2) (a) Except as provided in subsections lliill 
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throu!i!)_ ~ (2)(E), the standard deduction ahe¼¼-be 

$lT588 is 481 381 401 OF MONTANA ADJUSTED GROSS INCOME, BUT 

NOT bBSS--~HAN $iT888 $i7588--0R MORE THAN $5,000. 7-as 

adjaated-ander-the-pro•isions-of-eabseetion-tit7-exeept-that 

i-n-t:he-ease-er 

(bl For a single joint return of husband and wife, the 

standard deduction is 481 381 401 OF MONTANA ADJUSTED GROSS 

INCOME, BUT NOT bBSS-~HAN-$4T888-0R MORE THAN ll.Q.,_000. or-in 

Che-ease-ei 

(C) For a single individual who qualifies to file as a 

head of household on his the individual's federal income tax 

return, the maximam atandard deduction sha¼¼-be-$37888 is 

491 i:181 401 OF MONTANA ADJUSTED GROSS INCOME, BUT NOT bl!SS 

~HAN--$3z888--0R MORE THAN $7,500. 7-as-adjasted-ander-the 

proyisions-of-sabseetion-titT 

ill The standard deduction ahall--not--be--allewed--to 

e¼ther--the--httsbend--or--the--wife-if-the-taw-of-one-of-the 

apoaaes--is--determined--withoat--re9ard--to--the---standard 

dedaetlon for married taxpayers filing separately is 481 381 

401 OF MONTANA ADJUSTED GROSS INCOME, BUT NOT bl!SS-YIIAN 

$i7888-8R MORE THAN $5,000. 

(E) THE STANDARD DEDUCTIONS PROVIDED FOR IN THIS 

SUBSECTION (2) ARE REDUCED BY 181 6.25\ FOR EVERY $5,000 OF 

FEDERAL ADJUSTED GROSS INCOME IN EXCESS OF lli.!z889 

11.Q.J!.,_ 0 0 0 • 
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ill FOr purposes of this section, the determination of 

whether an individual is married aha¼¼ must be made as of 

the last day of the taxable year~--pro•¼ded7-howe•er7~ 

However, if one of the spouses dies during the taxable year, 

the determination sha¼¼ ~ be made as of the date of 

death. 

titill By For taxable years beginning after December 

1!..,_ ¼994 1993. by November l of each year, the department 

shall aultiply the -•i•aa standard deduction for single 

retu~~~, guallfied-head-of-household returns, and .:i.oint 

returns by the inflation factor for that taxable year and 

round the product to the nearest $10. ~he-stenderd-dedaet¼on 

for-;o¼nt:-ret:aras-aad-'llla¼¼f¼ed-heed--0£ ··-: . ,.,aeho¼d--ret:ttrna 

aha¼¼--be-t:wiee-t:he--nt:-for-ainglce-ret:ttrnl!v The resulting 

adjusted deductions are effective for that taxable year and 

aha¼¼ !!!!!!l be used in calculating the tax imposed in 

lS-30-103.• 

NEW SECTION. Section 8. Credit for sale of business. 

(1) (a) Por tax years beginning after December 31, 1992, an 

individual who realises a gain that must be included in 

Montana adjusted gross income, fr0111 the sale of• business, 

trade, or profession, is allowed e one-time credit against 

the tax imposed by lS-30-103. 

(b) To be eligible for the credit, the individual, 

including the individual's parents, grandparents, children, 
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and grandchildren, must have held the interest in the 

business, trade, or profession for at least lS years. 

C 2 l (a) Subject to the limitation contained in 

subsection (2)(b), the credit must be computed by 

multiplying the gain that was included in the Montana 

adjusted gross income from the sale times the individual's 

highest federal tax rate in the tax year in which the gain 

from the sale is reported times this state's highest tax 

rate for that individual in the same year. 

(b) For an individual who realized a gain in excess of 

$1 million, the credit is reduced at the rate of$¼ 11 for 

every $i $20,000 of gain in excess of $1 million. 

(c) The credit provided for in this section is not 

refundable, nor may it be carried back or carried forward. 

(3) Par sales that occurred prior to December 31, 1992, 

and for which the gain for the sale of the business, trade, 

or profession ia bcifi~ reported on the installment basis, 

the individual shall satisfy the requirements of subsection 

(l)(b). 

Section 9. Section 15-30-126, MCA, is amended to read: 

•is-30-126. Saall business corporation -- deduction for 

donation of co.puter aquipaent to schools. A small business 

corporation, as defined in 15-31-201, is allowed a deduction 

equal to the fair market value, not to exceed 30\ of the 

small business corporation's net income, of a computer or 
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other sophisticated technological equipment or apparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Montana if: 

(1) the contribution is aade no later than 5 years 

after the manufacture of the donated property is 

substantially completed; 

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

exchange for 110ney, other property, or services; and 

(3) the electing aaall business corporation receives a 

written statement from the donee in which the donee agrees 

to accept the property and representing that the use and 

disposition of the property will be in accordance with the 

provisions of subsection (2)~-and 

t•t--the-dedaet¼on-a¼¼awed-in-this-seetion-is-in-¼iea-of 

the--dedaetion--a¼¼owed--ander--¼5-38-¼i¼---for---eharitab¼e 

eantribnttena.• 

Section 10. Section 15-30-131, MCA, is amended to read: 

•15-30-131. lilonresident and temporary ~ear 

resident tazpayers -- adjusted gross incoae. ill In the case 

of a nonresident or part-year resident taxpayer other-than-a 

resident-of-this-atate, adjusted gross income includes the 

entire amount of adjusted gross income aa-prowided-for-in 

¼5-38-¼¼¼ from sources within this state but does not 

include lncom.e from annuities, lntereat on bank deposits, 
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interest on bonds, notes, or other interest-bearing 

obligations, or dividends 9n stock of qorporations, eKcept 

to the extent to which the income from annuities, interest 

on bank deposits, interest on bonds, notes, or other 

interest-bearing obligations, or dividends on stock of 

corporations are a part of income from any business, trade, 

profession, or occupation carried on in this state. Interest 

income from installment sales of real or tangible commercial 

or business property located in Montana must be included in 

Montana adjusted gross income. Adjusted gross income from 

sources within and outside of this state must be allocated 

and apportioned under rules adopted by the depart■ent in 

accordance with the Multistate Tax Compact. 

(2) For purposes of this section, •installment sales• 

means sales in which the buyer agrees to pay ;!1e seller in 

one or more deferred installments~ 

ill The deductions allow~d in c_9111puting ne~ i~come are 

restricted to a prorated standard deduction, as adjusted, 

allowed under 15-30-122 and 2.rq_rated eKemptions, as 

adjusted, allowed under 15-30-112. The standard deduction 

and the claimable exemptions must be prorated according to 

the ratio that the taxpayer's Montana adjusted gross income 

bears to the taxpayer's federal adjusted gross income.• 

Section 11. Section 15-30-137, MCA, is amended to read: 

•15-30-137. Deteraination of taa of estates and trusts. 
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The amount of tax must be determined from taxable income of 

an estate or trust in the same manner as the tax on taxable 

income of individuals, by applying the rates~ contained 

in 15-30-103. Credits allowed individuals under Title 15, 

chapter 30, also apply to estates 

applicable,• 

and trusts when 

Section 12. Section 15-30-142, MCA, is amended to read: 

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

interest -- refunds - credits. (1) A return must be filed 

as provided in subsections (2)(a) through (2)(d) on forms 

and according to rules prescribed by the department. The 

filing status used in subsection (2) must be the same status 

used for the indivi_d~al's OL~rri~d cou~1~ 1 e federal income 

tax _!eturn. 

!2) A return must be filed by: 

hl hery each single individual a~d--e•ery-married 

iftd¼•idaa¼-net-£i¼in9-a-30ine-retarn-witft-~is-or-her--apena~ 

aad having a gross income for the taxable yt.:~r of 1110re than 

$¼78887 t_he combined amount of the standard d£,faction for a 

sin.9.le indi~J.d1.1al plus the amount for the exemption 

claimable by the individual as provided in 15-10-112; ae 

ad;nsted-nnder-the-pro•iaion■-oE-anbaeetion-t~tT·and 

(b) each individual filing as a head of household 

having gross income for the taxable year of more than the 

combined amount of t~ _ standard deductio_!I for a head of 

-27- BB 671 

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 

HB 0671/04 

household plus the amount for the exemption claimable by the 

individual as provided in 15-30-112; 

1£1 married individuals not filing separate returns and 

having a combined gross income for the taxable year of more 

than $i78887 the combined amount of the standard deduction 

for married individuals not filing separately plus the 

amount for the exemption claimable by th~ ~ndivid)!_als as 

provided in 15-30-112; and 

fil as-ad;neted-nnder-the-pro•isione-of-enbeeetion-t~t7 

sha¼¼-be-¼iab¼e-for-a-retnrn-to-be-fi¼ed-on-sneh--forae--and 

aeeording--to--sneh--rn¼es--as--the-departaent-may-pre■eribe 

lllarried individuals filing separately with combined gross 

income e~~~~din~e-hal__L_____Qt _ __!h~ ~omb_!n~_ amQ_uqt 9f the 

st~ndard deduct!on for lllarried individuals not filin.9. 

separately plus the amount for the exemption claimable by 

the individual as provided in 15-30-112. ~he--groee--ineome 

a--.e"~~---••'--red-~~o--Tn--cne--preceding--aentenee-aha¼¼-be 

inereaeed-by-$9997--as--ecl;nsted--nnder--the--pro•isione--0£ 

¼5-39-¼¼it6t7---for---eaeh---additiona¼--persona¼--exemption 

a¼¼owanee-the-taxpayer-ie-entit¼ed-to-e¼aim-for-himae¼f--and 

hia-■ponae-nnder-¼S-39-¼¼it3t-and-t4tT 

ill A nonresident aha¼¼-be is required to file a return 

if his the nonresident's gross income for the taxable year 

derived fr0111 sources within Montana exceeds the total amount 

of the prorated exemption deduction ~rorated standard 
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deduction he--½e--ent½t¼ed--to--e¼e¼■--tor--h½mee¼f-end-h½e 

claimable by the nonresident and the nonresident's spouse 

under the provisions of 15-30-112(2), (3), and (4). 

titill In accordance with instructions set forth by the 

departaent, every taxpayer who is marriedL end who is living 

with haeband--o~--w~fe the taxpayer's spouse, and~ is 

required to file a return may, at hia-er-her the taxpayer's 

option, file a joint return with haebend-or-w½fe the spouse 

even_ though one of the spouses has neither gross income nor 

deductions. If a joint return is made, the tax aha¼¼~ be 

COlllputed on the aggregate taxable income and the liability 

with respect to the tax ■na¼¼-be is 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 eo 

consents. 

t3t.ill If any-each! taxpayer is unable to make h½e-own 

! return that is required to be made by the taxpayer, the 

return she¼¼ !!l!!! be made by a duly authorized agent or by a 

guardian or other person charged with the care of the person 

or property of saeh the taxpayer. 

t4till 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 time of filing the return required by this chapter, pay 
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to the department any balance of income tax remaining unpaid 

after crediting the amount withheld as provided by 15-30-202 

endfor ~ any payment made by reason of an estimated tax 

return provided for in 15-30-24lT-prew½ded7-hovewer7 if the 

tax eo computed ls greater by $1 than the amount withheld 

endfor £!_ paid by estimated return as provided in this 

chapter. If the amount of tax withheld sndfor £E_ payment of 

estimated tax exceeds by more than $1 the amount of income 

tax as computed, the taxpayer she¼¼--be is entitled to a 

refund of the excess. 

t5till AB soon as practicable after the return is 

filed, the department shall examine and verify the tax. 

t6t.1.!!l If the amount of tax as verified is greater than 

the aJ110unt theretofore paid, the excess she¼¼ must be paid 

by the taxpayer to the department within 60 days after 

notice of the amount of the tax as computed, with interest 

added at the rate of 9\ per annum or fraction thereof of a 

year on the additional tax. In ■aeh ~ caseL there ■he¼¼ 

H is no penalty because of eaeh l!!!, understatement, 

provided the deficiency is paid within 60 days after the 

first notice of the amount is mailed to the taxpayer, 

titfil By November 1 of each year, the department shall 

•~¼t½p¼y determine the minimum amount of gross income 

necessitating the filing of a return by-the-½nf¼et½on-feetor 

for the taxable year. These adjusted amounts are effective 
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foe that taxable year, and pe,sons having gross incomes leas 

than these adjusted aaounta are not required to file a 

return. 

tBtilQ.l 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. 

(11) For the purpose~ of t~s section: 

(a) •ezemption• means an exemp_tion provided by 

15-30-112 and includes the adjustment p_rovided in 

15-30-112(6); and 

(bl •standard deduction• means a deduction provided by 

15-30-122 and includes the adjuet.n..,r:!....._p_rovided in 

15-30-l.22.l!l-" 

Section 13. Section 15-30-323, )!CA, ie amended to read: 

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

required by lS-lo-1,2t6t.!.!l is not made wi t!~in 60 days or if 

the underatat-nt la due to negligence on the part of the 

taxpayer but without fraud, there aha¼¼ must o, added to the 

amount of the deficiency 51 thereofT-pre•ided7-howe•er7-that 

no of the deficiency. However, a deficiency p•nalty aha¼¼ 

may not be lea• than $2. Interest ri¼¼ must be coaputed at 

the rate of 91 per annua or fraction thereef of a year on 

the additional aeaaaaaent. Ezcept aa otherwise expressly 

provided in this subsection, the interest she¼¼!!!!!. in all 
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cases be computed from the date the return and tax were 

originally due as distinguished from the due date aa it may 

have been extended to the date of payment. 

(2) If the time for filing a return is extended, the 

taxpayer shall pay in addition interest thereen on the tax 

due at the rate of 91 per annum from the time when the 

return was originally required to be filed to the time of 

payment.• 

Section 14. Section 15-31-121, MCA, is amended to read: 

"15-31-121. (Teaporary FOR TAX YEAR 1993) Rate of taz 

ainiaua taz surtax. (1) 

subsection (2), the percentage 

under 15-31-101 ehe¼¼-be !.!!..;_ 

ill 6-3t4t I:.!!!! of e¼¼ the 

income for the taxable period; and 

Except as provided in 

of net income to be paid 

firs1;_ lli.!!..,_0Q0 of net 

(b) ~-¼fft 1.:.ill of all net income in excess of 

$500 1 000 for the taxab1e period. 9he-rate-aet-forth-in-ehta 

aabaeetion-tit-ehe¼¼-be--effeeti•e--for--eii--te•eb¼e--yeare 

endi119---on--or--after--Peeraary--i87--i9~iT--~hia--rate--ie 

retreeeti•e-ta-and-effeeti•e-Eor-e¼¼-taxeb¼e-yeera-endin9-en 

or-after-Pebraery-i87-¼9~¼T 

(2) Pora tazpayer -king a water's-edge election, the 

percentage of net incoae to be paid under 15-31-101 aha¼i-be 

ill. 
ill ~,--of--aii 7.33\ OF TBE FIRST $500,000~QF taxable 
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net income for the taxable period; AND 

{B) 7,821 OF ALL NET INCOME IN EXCESS OF $500,000 FOR 

THE T~LE PEl!IOD. 

(3) Ever·y corporation subject to taxation under this 

part shall, in any event, pay a minimum tax of not less than 

$58 $100. 

t4t--Atter-the--nt-ot-taz-¼¼ab¼¼¼ty-haa-been-e-pated 

ttnder-attbaeet¼ona-t¼t-throa9h-t3tT-eaeh-eorporat¼on--aabjeet 

to--ta•at¼on--ander-th¼a-part-aha¼¼-addy-aa-a-aarta•-tor-ta• 

year-¼99iy-iT3t-ot-the-ta•-¼iabt¼ity-andy-aa--a--aarta•--tor 

ta•---year-¼993y-4T~t-ot-the-ta•-¼¼ab¼¼¼tyy-and-the-aaoant-ao 

deri•ad-¼a-the-aaoaat-<lae-the-atateT 

t5t--~he-add¼t¼ona¼-tas-eo¼¼eeted-ttnder--aabaeet¼on--t4t 

maat-be-depoa¼tad-to-the-ered¼t-ot-the-atate-9enera¼-tandT 

15-31-121. (Bffective on-reee¼pt-ot-ta•ea for tax year 

U93 1994 A!iI>._TB~!i!Rl Rate of tu ainiawa taz 

surtax. (l) EXccpt aa provided in subsection (2), the 

percentage of net incoae to be paid under 15-31-101 aha¼¼-be 

is: 

fil 6 3/41 of a¼¼ the first $500,000 9f net income for 

the taxable period; and 

(b) 7 1/41 of all net income in excess of $500,000 for 

the taxable period, ~he-rate-aet-forth--in--th¼a--attbaeet¼on 

t¼t--aha¼¼--be--etteeti•e-tor-a¼¼-tasab¼e-yeara-end¼n9-on-or 

atter-Pebraary-i8y-¼9i¼T-~h¼a-rate--¼a--retroaet¼•e--to--and 
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etteet¼ve--for-a¼¼-ta•ab¼e-yeara-end¼n9-on-or-atter-Pebraary 

i!8y-¼9~¼T 

(2) For a taxpayer making a water's-edge election, the 

percentage of net income to be paid under 15-31-101 aha¼¼-be 

is: 

ill 71 of a¼¼ THE PIRST $500 1000 OF taxable net income 

for the taxable period; A!ID 

(B) 7.51 OF ALL NET INCC»tE IN EXCESS OP $500,000 FOR 

THE TAXABLE PERIOD. 

(3) Every corporation subject to taxation under thia 

part shall, in any event, pay a minimua tax of not leas than 

$58 $100. 

t•t--Attar-th•-•-ant-ot-ta•-¼¼ab¼¼¼ty-haa-been-e-pated 

ander-aabaeet¼ona-t¼t-throa9h-t3tT-eaeh-eorporat¼on--aabjeet 

to--tazat¼on-~ander-th¼a-part-aha¼¼-addy-aa-a-aartaz-tor-tas 

year-¼988y-4t-ot--the--ta•--¼¼ab¼¼¼tyy--and--the--aaoant--ao 

der¼•ed-¼a-the-aaoant-dae-the-atateT" 

Section 15. Section 15-31-202, KCA, is amended to read: 

"15-31-202. Saall business corporation not subject to 

cbapter. (1) A small business corporation is not subject to 

the taxes imposed by this chapter. The corporate net income 

or loss of the corporation is included in the stockholders' 

adjusted gross income as defined in 15-30-lll. 

(2) Each Slllall business corporation is required to pay 

the minimum fee of $¼8 ill required by 15-31-204." 
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Section 16. Section 15-31-204, MCA, is amended to read: 

•is-31-204, ■iniam fee of -11 buaineaa corporations 

unaffected, Notwithstanding the provisions of 15-31-121, 

small business corporations shall pay a minimWD. fee of 11:l:fl 

ill·· 

Section 17. Section 15-31-131, MCA, is amended to read: 

•15-31-131. Credit for dependent care aaaiatance. (l) 

There is a credit against the taxes otherwise due under this 

chapter allowable to an employer for U10unts paid or 

incurred during the taxable year by the employer for 

dependent care assistance actually provid~d to or on behalf 

of an employee if the assistance is furnished by a 

registered or licensed day-care provider aud pursuant to a 

prograa that -•ta the requireaents of section 89(k) and 

129(d)(2) through (6) of the Internal Rev,,nue Code. 

( 2) (a) The aaount of the credit allowed under 

subsection ili io 20\ of the 4110unt paid or incurred by the 

employer during the taxable year, but the credit -Y not 

exceed $1,250 of day-care aaaiatance actually ~rovided to or 

on behalf of the employee. 

aust 

(b) For the purpoaes of this subsection, marital status 

be determined under the rules of section 2l(e)(3) and 

(4) of the Internal Revenue Code. 

(c) In the case of an onaite facility, the BIIOunt upon 

which the credit allowed under subsection (1) is baaed, with 
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1 respect to any dependent, must be baaed upon utilization and 
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the value of the services provided. 

(3) An amount paid or incurred during the taxable year 

of an employer in providing dependent care assistance to or 

on behalf of any employee does not qualify for the credit 

allowed under subsection (1) if the amount was paid or 

incurred to an individual described in section 129(c}(l) or 

(2) of the Internal Revenue Code. 

(4) An aaount paid or incurred by an employer to 

provide dependent care assistance to or on behalf of an 

employee does not qualify for the credit allowed 

subsection (1): 

under 

(a) to the extent the amount is paid or incurred 

pursuant to a salary reduction plan; or 

(b} if the amount is paid or incurred for services not 

perfor-d within this state. 

!5} If the credit allowed under subsection (1) is 

claimed, the amount of any deduction allowed or allowable 

under this chapter for the aaount that qualifies for the 

credit (or upon which the credit is baaed) must be reduced 

by the dollar amount of the credit allowed. The election to 

claia a credit allowed under this section must be -de at 

the ti- of filing the tax return. 

(6) The amount upon which the credit allowed under 

subsection (1) is baaed aay not be included in the gross 
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income of the employee to whom the dependent care aasistance 

is provided. However, the amount excluded from the income of 

an employee under this section may not exceed the 

limitations provided in section 129(b) of the Internal 

Revenue Code, For purposes of Title 15, chapter 30, part 2, 

with respect to an employee to whom dependent care 

assistance is provided, "wages" does not include any amount 

excluded under this subsection. Amettnts-exe¼ttded-ttnder--this 

aubaect¼o~--do-no~-q..a¼¼fy-as-ezpeneee-ror-wft¼eh-a-deduction 

ie-a¼¼owed-te-the-eap¼eyee-under-¼5-38-¼~¼T 

(7) Any tax credit otherwise allowable under this 

aection that ia not used by the taxpayer in a particular 

year may be carried forward and offset against the 

taxpayer's tax liability for the next succeeding tax year. 

Any credit remaining unused in the next succeeding tax year 

may be carried forward and used in the second succeeding tax 

year, and likewia~ through the fifth year succeeding the tax 

year in which the credit was first allowed or allowable, A 

credit may not be carried forward beyond the fifth 

auccaeding tax year. 

(8) If the taxpayer is ans corporation, as defined in 

section 1361 of the Internal Revenue Code, and the taxpayer 

elects to take tax credit relief, the election may be made 

on behalf of the corporation' ■ shareholders. A shareholder's 

credit must be coaputed using the shareholder'e pro rata 
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share of the corporation's costs that qualify for the 

credit. In all other respects, the effect of the tax credit 

applies to the corporation as otherwise provided by law. 

(9) For purposes of the credit allowed under subsection 

(1): 

(a) The definitions and special rules contained in 

section 129(e) of the Internal Revenue Code apply to the 

extent applicable. 

(b) "Employer• means an employer carrying on a 

business, trade, occupation, or profession in this state. 

(c) "Internal Revenue Code" ... an■ the federal Internal 

Revenue Code as amended and in effect on January l, 1989," 

Section 18. section 15-32-303, .MCA, is amended to read: 

"15-32-303. Deduction for purcb4se of -ntana produced 

organic fertilizer. In addition to all other deductions £r­

ad;ueted---groaa--indi•idtta¼--ine-■ --a¼¼owed--in--e-pttting 

tawab¼e-ineo■e-ander-~it¼e-¼57-ellapter--387--er from gross 

corporate income allowed in COllpUting net income under Title 

15, chapter 31, part 1, a taxpayer may deduct hie 

expenditures made by the taxpayer for organic fertilizer 

produced in Montana and used in Montana if the expenditure 

was not otherwise deducted in computing taxable income.• 

Section 19. Section 13-37-218, MCA, is amended to read: 

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

co.■itteea. ill A candidate for the state senate may receive 
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no acre than $1,000 in total combined monetary contributions 

froa all political coaaittees contributing to h¼a the 

caapaign, and a candidate for the state house of 

representatives may receive no more than $600 in total 

cOll:bined monetary contributions from all political 

committees contributing to hie the campaign. The foregoing 

limitations ■ha¼¼!!!!:!.!!!_ be multiplied by the inflation factor 

as defined in ¼5-~8-¼B¼tBt subsection (2) for the year in 

which general elections are held atter--¼9847, and the 

resulting figure aha¼¼ must be rounded off to the nearest 

$50 increment. The comaiaaioner of political practices shall 

publish the revised limitations as a rule. In-kind 

contributions -y not be included i,1 CO!llputing these 

limitation totals. The limitation provided in this section 

does not apply to contributions -de by a political party 

eligible for a pri-ry election under 13-10-601. 

(2) "Inflation factor• means a nwal:>€r determined for 

each year by dividing the consumer price index for June of 

the year by the consumer price index for June 1980. The 

consumer price indez to be used in determining the inflation 

factor is tbe consumer price indez, Dnited ~tates city 

average 1 for all items, using the 1967 babe of 100 as 

published by the burea1t of, labo~ta~istica of the D.S. 

de.P!.rtaent of l~bor,• 

IIEN Sl!!CTION. Section 20. Codification inatruction. 
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[Section 8 ! !I is intended to be codified as an integral 

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

15, chapter 30, apply to [section 8 ! !1-

NEW SECTION. Section 21. Transition. Ill 

Notwithstanding the provisions of 15-30-111, the adjusted 

gross inc0111e of an individual includes refunds of federal 

income tax received for tax years prior to December 31, 

1992, to the extent that the deduction of the tax resulted 

in a reduction of Montana income tax liability. 

(2) Notwithstanding the provisions of 15-30-122, all 

itemized deductions allowed pursuant to 26 u.s.c. 161 and 

211 that may be carried forward, including but not limited 

to the contributions carryover, investment interest expense 

carryover, hoae mortgage interest amortization, bond premium 

amortization, and deduction for income in respect of a 

decedent, -y be continued to be carried forward for a 

period not to exceed 5 years. 

NEW SECTION. Section 22. Repealer. Sections 15-30-121, 

15-30-156, 15-30-157, 15-30-159, and 15-30-160, AND 

15-3Q-199L HCA, are repealed. 

NEW SECTION. Section 23. Bffective date - retroactive 

applicability. ili ffitte Blle--AS--PR8YfBBB--fN--SBBSIIE!'l'f8N 

t~tz--tfllfS [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. 
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f2t--tAt-f9Be~ff!N--2½--¼9--BPPBl!'l'fYB--8N---PASSA8B---AN9 

APPl!8YAb--ANB--APPbfBS--RfiR8Al!'l'fYBb¥7-Wf~HtN-~HB-MBANfN8-8P 

¼-i-¼897-~-~HB-~All-¥BARS-BB8fNNtN8-A~BR-BBeBMBBR-3¼7-¼99iT 

tBt--+sse~t8N-3½-t8-BPPBe~fYB-8N--PASSA8B--AN9--APPR8YAb 

AN8-APPb¼BS-'!8-~All-¥BARS-BB6fNNfN8-~BR-BBeBMBBR-3¼7-¼994T 

NBW-SBe~teH.- SEe'Ff81't-25,-~BRHINi't~ION, i-BflC'H-OH-- Tr 

~BRMtNA~BS-~B~BMBBR~3¼y-¼994T 

-End-
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