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/J'DU—SQ- BILL|NO, L7l .
ODUCED BY 5 \f B: !) ¢
pl , Gronrsn X \)}u‘, Mecar 7‘-/{"'_[ Tite

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 1INDEXING 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
SECTIONS 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, 15-30-323, 15-31-121,
15-31—i3l, 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, 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:

Morntana i agisiative Councl
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"15-30-101. Definitions. For the purpose of this
chapter, wunless otherwise required by the context, the
following definitions apply:

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

(a) ¢ethe——tax--brackees—-establtished--tn--%5-36-1837-but
unad4usted-by-subsection-¢2y-c£f-15-36~-1837-in-effece-on-June
38-of-the-taxabte-years;

+by the exemptions contained in 15-30-112, but
unadjusted by 15-30-112(6)7--in--effect--on-June-38-cf-the
taxabie-year;

tet+(b) the maximum standard deduction provided in
15-30-122, but unadjusted by subsection <2 (4) of
16-30-1227-¢n-effect-on-dune-30-of-the-taxabie-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 3967 1982-1984 base

index o¢f 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
shareholders or members, whether in cash or in other
property or in stock of the corporation, other than stock

L. HBen

INTRODUCED BILL
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dividends as-herein-defined. *“Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

(5) “Fiduciary" means a guardian, trustee, executor,
administrator, receiver, comnservator, 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 defFined 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, 1986 1994.

(9) “Information agents* includes 511 individuals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, brokers, real estate

brokers, employers, and all officers and employees of the
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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} "Xnowingly" is as defined in 45-2-101.

{11} "Net Iincome™ 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 ac&rued or paid or
incurred, and the terms “paid or incurred" and "paid or
accrued" shait 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 gualified pension plan, as that term is used
in section 401 of the Internal Revenue Code, or systeﬁatic
payments teceived‘ 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

ceagation of employment in the uniformed services of the

—4-
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United States;

{c)} Jump-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 compﬁtation of
taxable income under this chapter, means received or accrued
and the term "received or accrued” shait 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) "Taxable income" means the adjusted gross income of
a taxpaver less the deductions and exemptions provided for
in this chapter.

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

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

chapter and does not include corporatiens.”

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

*15-30-103. Rate of tax —— adjustment. (1) FThere—--shaiil

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

and paid for each taxable year commencing on or after
December 31, %968 1992, upon the taxable income of every
taxpayer individual subject to this tax, after making
allowance for exemptions and deductions aas—-hereimafter

proviéded, a tax at the rate of 7.5% of the individual's

taxable income on-the-folrlowing-brackets-of-taxable-income

as-adjusted-under-subsection-¢2)y-at-the-fotiowing-ratess
taj--on-the-first-3i;600-of-taxabie-inceme-cr--any——-pare

thereaf7-2%7

thi--on--the--next--§170068-of-taxabie-income-or-any-part

theresfy-34;

tej-—on-the-next-5270086-o0f-taxable-income-——or——any--pare

-6-
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thereof;-4%+
té)--on-—-the--next--§27600-ef-taxabie-income-ar-any-part
thereafs-54+
tey--on-the-next-$2;0068-of-taxabie-income--or--any--part
thereofr-6%+

t€y--on--the--next--$2780808-of -taxable-ineome-or-any-part
thereofs;-7&5

tay--on-the-nexe-$47080-of-taxabie-income--or--any--pare
thereof;-84%;

th}--en——the--next--56;080-ef-taxabie-income-cr-any-part
thereaf;-94+

fiy--en—the-next-5157080-cf-taxabie-income-or--any--part
thereofsr-184+

t34¥--on—-any--taxable—income-in-excess-of-5357860-or—-any
part—-thereof;-11%.

{2) By-Nevember-i-of-each-year;--the--deparement——shail
muitipiy-—-the--bracket-amount-contained-in-sabsection-tiy-by
the-inflation-factor-for-that-taxablie--year-—and--reund—-the
cumuziative--brackets—-to-—-the--nearest—-5188:--Fhe-resuleing
edjusted-brackets-are-effective-for-that--taxabie--year—-and
shati-—be-——used-—as—-ehe--basis-for-imposition-of-the-tax-in

subsection-{i{-of-this——seeeion The department may adopt

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

. to reflect changes in federal adijusted 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:

"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 shait 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 énnual gréss 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. Sueh The tax
sha%i-~be is in lieu of the tax imposed under 15-30-103, The

gross volume of sales made in Montana during the taxable

-8-
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year ahati 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 qross
income ashat*i--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 shaii-inciude includes
the following:

{a) interest received on ocobligations of another state
or territory or county, municipality, district, or other
political subdivision thereof;

tb}--refunds-received-of--federsi——income--taxy--to--the
extent--the-deduction-of-such-tax-resuited-in-a-reduction-of
Montana-tncome-tax-tiabiiieys

te¥(b) 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

td¥(c) 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

-9-
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are exempt from taxation under this chapter:

(a)y all interest income from obligations of the United
States government, the state of Montana, county,
municipality, district, or other political subdivision
thereof;

(b) 1interest 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'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 c¢laimed as érovided 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
credlits;

(e) gain required to be recognized by a liquidating
corporation under 15-31-113(1)(a}{ii);

(£) 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 then
to patrons of premises licensed to provide food, beverage,
or ledging;

{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 raceived because of a settlement
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, egual 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 hiés the shareholder's adjusted gross income the earnings

-11-
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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
periocds 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 tke amcunt.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 5oci§l 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 from adjusted greoss 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 or expected to last at least 12 months.
{Subsection (2)(£)

terminates on Qccurrence 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) shati-be are allowed
as deductions in computing taxable income.

(2) (a) An exemption of 5666 $3,500 shaii-be is allowed
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for taxable years beginning after December 31, 978 1992,
for the taxpayer.

{({b) An additional exemption of 9688 $3,500 shaii-be is
allowed for taxable years beginning after December 31, 978
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 $866 $3,500 shati-be
is allowed for taxable years beginning after December 31,
¥978 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) &n additional exemption of $88& $3,500 shaii-be is
allowed for taxable years beginning after December 31, 1938
1892, 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 sueh the taxable year and, for the
calendar year in which the taxable year of the taxpayer
begins, has no gross income anéd is not the dependent of
another taxpayer.

{4) (&) An additional exemption of $8608 $3,500 shaii-be
is allowed for taxable years beginning after December 31,

1978 1992, for the taxpayer if he the taxpayer is blind at

_14_



[, S 5 ]

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24
25

LC 1291/01

the close of his the taxpayer's taxable year,

(b) An additional exemption of $866 $3,500 =shaii-be is

allowed Ffor taxable years beginning after December 31, 1938
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 +43¢b¥
(b). the determination of whether the spouse is blind shaii
must be made as of the close of the taxable year of the
taxpayer, except that if the spouse dies during sweh the
taxable year, suoeh the determination shai: must be made as
of the time of sueh death,

(c) For purposes of this subsection (4), 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 1f his the indiwvidual's visual acuity is greater

than 20/200 but is accompanied by a limitaticn 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 5666 §3,500 shati-be is allowed
for taxable years beginning after December 31, ¥9%8 1992,
for each dependent:

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

the taxable year of the taxpayer begins is less than $666

—15..
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$3,500; or

(1i) who is a child of the taxpayer and who:

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

(B) is a student,

(b) Ne An exemption shati-be 1s not allowed under this
subsection (5) 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 ($){a)(ii), the term
"child" means an individual who is a son, stepson, daughter,
or stepdaughter of the taxpayer.

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

{i) 1is a full-time student at an educatiocnal
institution; or

(ii) i1s pursuing a full-time course of institutional
on-farm training under the supervision of an accredited
agent of an educaticnal institution or of a state or
political subdivision of a state. For purposes of this

subsection 153td3¢++sy (ii), the term "educational

~16-
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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 on.

(6) Phe 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 shat} must be wused in

calculating the tax imposed in 15-30-103."
Section 6. Section 15-30-117, MCA, is amended to read:

*15-30-117. NKet operating 1loss -—- computatiomn. {1) A

Montana net operating loss for a less incurred in tax years

beginning after December 31, 1592, 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 Eollowing:

(a) The net operating 1loss deduction for Montana
purposes is increased by the-feilowing:

tiy-~that--portion——-of--the-federai-income-tax—and-motor
vehicte-tax--attowed--as--a--deduction--under--15-39-121--o¢
is—ae-iai—-which——is—-attributnbie-wtc—éncome-from-a—ﬁontana

trade-or-businesss-and
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++1y Montana wages and salaries allowed as a business
deduction under 15-30-111(4).

{b} The net operating 1loss deduction for Montana
purposes is decreased by the foiiewings

++¥ 1interest received on obligations of another state
or territory or of a county, municipality, district, or
political subdivision thereof allowed as nonbusiness income
under 15-30-111(1)(a)s

tity-federai--income-tax-refunds-regquired-to-be-repested
under-35-38-111-and-15-30-131-as-Mentana-business-incomes

titiy-atate-income—taxs-and
tivy-any--other--nonbusinensas——deductions——nittowed--under
15-36-121-4tn-excess-of—nonbusiness-income.

{2) Notwithstanding the provisions of section 172 of
the Internal Revenue Code of 1954 cor as that section may be
labeled or amended, a net operating loss does not include~r

ta¥y income defined as exempt from state taxation under
15-30-111(2)s—or

tby--a-zrero-bracket-dedunction-pravided-for-under—seection
63-—of-—the-incernai-Revenve-Eeda-of-1954~ar-as-rhat-seceion

may-be-iabeted-ar-amended. "

Section 7. section 15-30-122, MCA, is amended to read:
*15-30-122. Standard deduction. (1) A standard
deduction equai-to-28% of adjusted gross income shaii-be is

allowed if-elected-by-the-taxpayer-on-hts on the taxpayer's
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return. Phe--standard-—-deduction--shail--be--in-iteu-of-aii
deduetiona-altowed-under—-15-36-123i--Fhe-maximum

{2) {(a) Except as provided in subsections {2}(b)

through (2){d), the standard deduction shaii-be-517506¢ is
$5,000., 7-as-adjusted-under-—-the--provisions—-of-—subsection
t247-except-that-in-the-case-of

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

standard deduction is $10,000. er—in—the-case-of

(c} For a single individual who qualifies to file as a

head of household on hts the individual's fecderal income tax

return, the maximmm standard deduction shaii-be-$3;688 is
$7,500, 7-as-adjusted-under--the--previsions——of--subsection
23>

(d) The standard deduction shaii--not--be-aiiowed-te
either-the-husband-or-the-wife-if-the--tax--of--one—-of--the
apouses—-—is--determined-—without--regard--te-—the—-standard

deduerton for marrjed taxpayers filing separately is $5,000.

(3} For purposes of this section, the determination of
whether an individual is married shei® must be made as of
the last day of the taxable years-—-prevideds—-howevery,
However, if one of the spouses dies during the taxable year,
the determination shail must be made as of the date of
death.

+24(4) By For taxable years beginning after December

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

qualified-head-cf-household returns, and joint returns by

the inflation factor for that taxable year and round the
product to the nearest 510. Phe-seandard-deduction-for—joeint
returns-—and--quatrified--head--of-househotd-returns-shaii-be
twice-the-amount-—for-singie-returnss The resulting adjusted
deductions are effective for that taxable year and shaii

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

NEW SECTION. Section 8. 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 1in
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 c¢redit, 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 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.
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{b) For an individual who realized a gain in excess of
$1 millicon, the credit 1is reduced at the rate of $1 for
every $2 of gain in excess of $1 million.

{c¢} The credit provided for in this section 1is not
refundable, nor may it be carried back or carried forward.

{3) For sales that occurred pricr toc 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 subsectiaon
(1)(b}.

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

"15-30-126. Small business corporation -- deduction for
donation of computer equipment 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,
seccondary, or accredited postsecondary school located in
Montana if:

(1) the contribution is made no later than 5 years
after the manufacture of the donated property is
substantially completed;

(2) the property 1is 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

t4y-—the-deductian-atiowed-in-this-section-+s-in-iien-eof
the--deduction—-aitowed--under~-15-30-12t---for-~-charitabie

contributions.”

. Section 10. sSection 15-30~131, MCA, is amended to read:
“15-30-13)1. Nonresident and temporary part-year
resident taxpayers -— adjusted gross income. (1) In the case

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

resident-of-this-state, adjusted gross income includes the
entire amount of adjusted gross income as-previded-for—in

$¥5-38-33%% 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 adijusted 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. Determination 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 12. Section 15-30-142, MCA, is amended to read:

*15-30-142. Returns and payment of tax -- penalty and

interest -- refunds -- credits. {1) A return must be filed
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as  provided in gubsections (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.

{2) A return must be filed by:

{a) Every each single individual and--every-married
indiéviduai-nat-fiting-a-foint-return-with—his-or—her--spouse
and having a gross income for the taxable year of more than

$i79607'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

adiunsted-under-the-provisions-eof-subseetion-{Fy7-and

{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;

(c) married individuals not filing separate returns and
having a combined gross income for the taxable year of more

than $2700087 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

{d) as-adjusted-under-the-provisions-of-subsection-{?317

-24-
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shaii-be-tiabie-for-a-return-to-be-fited-on-asuch--forms——and
according—-te--such--rules—-as--the-department-may-preseribe

married individuals filing separately with combined gross

income exceeding one-half of the combined amount of the

standard deduction for married individuals not £iling

separately plus the amount for the exemption claimable by

the individual as provided in 15-30-112. Fhe--grosa--income

amounes—-referred--to——in--the--preceding--sentence-shaiti-be
increased-by-$8607--as--adjusted--under—-the--provisiona--of
35-36-112¢637-—-for---each---additionat--personat--exemption
atiowance-the-taxpayer-ts-entitied-to-ctatm-for-himsetf--and
his-spouse-under-315-38-132¢3y-and-t44+

(3) A nonresident shaii-be is required to file a return

if hias 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—-entitied--te--claim--for--himselé-and-his

claimable by the nonresident and the nonresident's spduse

under the provisions of 19-30-112(2), (3), and (4).
+2%(4) In accordance with instructions set forth by the
department, every taxpayer who is married, asd who is living

with hushand--or--wife the taxpayer's sgpouse, and who is

required to file a return may, at his-sr-her the taxpaver's

option, file a joint return with husband-or-wife the spouse

even though one of the spouses has neither gross income nor
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deductions. If a joint return is made, the tax sheli must be
computed on the aggregate taxable income and the liability
with respect to the tax shaii-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.

t33(5) If eny-seeh a taxpayer is unable to make his-ewn

a return that is regquired to be made by the taxpayer, the

return shat* 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 sueh the taxpayer.

t4¥{6) 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
and/er and any payment made by reason of an estimated tax
return provided for in 15-30-24l;-provided;y-hewevery if the
tax se computed is greater by $1 than the amount withheld
andZor or paid by estimated return as provided in this
chapter. If the amount of tax withheld andfer or payment of
estimated tax exceeds by more than $1 the amount of income

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

t5¥(7) #As soon as practicable after the return is
filed, the department shall examine and verify the tax.

t6¥(8) If the amount of tax as verified is greater than
the amount theretofsre paid, the excess shat} 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 such that case, there shailil
be is no penalty because of sueh Lhe understatement,
provided the deficiency 1is paid within 60 days after the
first notice of the amount is mailed to the taxpayer.

¢71(9) By November 1 of each year, the department shall
muttipiy determine the minimum amount of gross income
necessitating the filing of a return by-tha-infiatien-factor
for the taxable year. These adjusted amounts are effective
for that taxable year, and persons having gross incomes less
than ‘these adjusted amounts are not required to file a
return,

+8%4(10) Individual income tax forms distributed Dby the
department for each taxable year must contain ipnstructions
and tables based on the adjusted base year structure for
that taxable year.

{11) For the purposes of this section:

(a) "exemption" means an _ exemption provided by
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15-30-112 and includes the adjustment provided 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(4)."

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

"15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142+¢6%(8) is not made within 60 days or if
the understatement is due to negligence on the part of the
taxpayer but without fraud, there shatt must be added to the
amount of the deficlency 9% thereef;-providedr-hoewever;-that

no of the deficiency. However, a deficiency penalty shaii

may not be less than $2. Interest wii} 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 shaii 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 thereom 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 —— minimuym tax --
surtax. (1) Except as provided in subsection (2}, the
percentage of net income to be paid under 15-31-1C1 shaii-be
is:

{(a) 6 3/4% of a¥% 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. PThe-rate—-set-forth--in-—-this--subsection

+1}--shati--be--effective-for-ati-taxablte-years-ending-on-or
after-Pebruary-287-2973v-Fhis-rate--is--retroactive-—to—-and
effperive——for-ati-taxabie-years-ending-on-or—after-Pebruary
287-197%~

(2) For a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shaii-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 collected 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 shaii-be is:

(a) 6 3/4% of a*t the first $500,000 of net income for

the taxable pericd; and

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

the taxable period. Fhe-rate-set-fearth--in~-~thias—-—subsection

ti}-—-shait--be——effective-for-ati-caxabie-years-ending-on-or
after-February-287-1371+-Phis-rate—-ra-—retroaceive——to——and
effective—-£for-ati-taxable-years-ending-on-or-after-February
287-19%%~

{2) For a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shaii-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 $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 1liability, 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 ig 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 $%8 $25 required by 15-31-204."

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

*15-31-204. Minimum fee of small business corporations
unaffected. Notwithstanding the provisions of 15-31-121,
small businesas corporations shall pay a minimum fee of $i18
$25.%

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

®"15-31-13, Credit for dependent care asgistance. (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 B9(k) and
129(d)({2) through (6} of the Internal Revenue Code.

(2) (a)lThe 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
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exceed $1,250 of day-care assistance actually provided to or
on behalf of the employee.

(b} Por the purposes of this subsection, marital status
must be determined under the rules of section 21(e}(3} and
{4) of the Internal Revenue Code.

(¢} 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 proavided.

(3) An amount paid or incurred during the taxable year
of an employer in providing dependent care assistance to or
on behalf of any emplcyee does not gualify for the credit
allowed under subsection (1) if the amount was paid or
incurred to an individual described in section 129{(c)(1l) 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
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 deducticn allowed or allowable
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under this chapter Efor the amount that qualifies for the
credit {or upcon 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 upcon 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 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. Amounts-—execituded-under--this
subsection--de-not-gqualify-as-expenses-for-which-a-deduction
is-aliowed-to—-the-empioyee-under-15-38-12%<

(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 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 f£ifth year succeeding the tax

vear 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 gqualify 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
(1l):

{(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, 198%."

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

"15-32-303. Deduction for purchase of Montana produced
organic fertilizer. In addition to all other deductions frem
adjusted---gross--individuai--income--atltowed--in--computing
taxabie-income-under-Fitie-15y-chapter--38;--er from gross

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

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:

®*13-37-21B. Limitations on receipts from political
committees. (1) 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
combinegd monetary contributions from all political
committees contributing to his the campaign. The foregoing
limitations shatt must be multiplied by the inflation factor
as defined in ¥5-36-183%18% subsection (2) for the year in
which general elections are held ofter--19847, and the
resulting figure shaii must 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

each year by dividing the consumer price index for June of
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the vyear 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.

department of labor."

NEW SECTION. Section 20. codification instruction.
[Section 8] 1is 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 incliudes 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 0.5.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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15-30-156, 15-30-157, 15-30-159, and 15-30-160, MCA, are

repealed.

NEW SECTION. Section 23. Effective date -- retroactive
applicability. [This act] is effective on passage and
approval and applies retroactively, within the meaning of

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

~-End-
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DESCRIPTIQN 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 resgulting
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 inccme over $500,000; increasing the minimum corporate tax to- $100; increasing the small
business corporation minimum fee to $25; and providing an immediate effective date and a retroactive applicability date.

ASSUMPTIQONS:
Individual Income Tax

1. Individual income tax revenues are $328,943,000 in FY94, and $339,696,000 in FY95 (HJR3).

2. Under the propoeal, the current method of indexing the individual income tax would be changed by indexing for cne-half

the current inflation rate.

Under the proposal, the exemption level would increase to $3,500.

4. Under the proposal, the standard deduction would be eqgual to 30% of Montana adjusted gross income (MAGYI), with minima of
$2,500; $32,000; and $4,000; and maxima of $5,000; $7,500; and $10,000 for single filers, heads of households, and
married couples, respectively.

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

€. Under the proposal, married couples where bcth 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 FY924; and $35,886,000
in FY95 (DOR income tax simulaticon model) .

[#1}

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 510 to $25 for small
business corporations.

(Over) M\z&% 3;26/..% B&_M 3'2-.\\—-°L=.

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

Pl

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

Corpcration License Tax {cont.)

12. For tax year 1993, the proposal increases the tax rate on corporations from 6.75% (7% for water's edge corporations)
7.08% on taxable income under $500,000 and 7.57% on taxable income over $500,000 (7.23% 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 corporaticns).

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 credite are $1.2 million in FY94 and $1.22 million in FY95 (LFA).

17. Under this proposal corporation license and income taxes are increased 52,684,000 in FY94; and $2,767,000 FY95 (DOR).

FISCAL, IMPACT:

Revenues:

Individual Income Tax
Corporation License Tax

Total

General Fund

FY ’'94

Current Law
$328,943,000

65,246,000
$394,189,000

$232,149,000

Proposed Law
$359,163, 000

67,930,000

$427,093,000

$251,629,000

Difference
$30,220,000

2,684,000

$32,904,000

519,480,000

FY 'S5

Current Law
$339,696,000

66,804,000

Proposed Law
$375,582,000
69,571,000

$406,500,000

$239,257,000

$445,153, 000

$262,147,000

Difference
$35,886,000

2,767,090
$38,653,000

$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 5,528,000 5,755,000 227,000 5,922,000 6,168,000 246,000

Total $394,189,000 $427,093,000 $32,904,000 $5406,500,000 $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,
in FY95 in financial institution tax revenues.

counties would receive an additional $227,000 in FY%94 and 5246,000

HB 671
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APPROVED BY COMMITTEE
ON TAXATION
HOUSE BILL NO. 671
INTRODUCED BY GILBERT, ELLIOTT, BIRD,
DRISCOLL, GRINDE, SCHYE, MERCER, PETERSON

A BILL FOR AN ACT ENTITLED: “AN ACT GEMNERALLY 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
SECTIONS  13-37-218, 15-30-101, 15-306-103, 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, 15-30-323, 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, ANP 15-30-160, AND 15—30-199: MCA; AND PROVIDING
AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY

DATE. "
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HB 0671/02

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

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

*15-30-101. Definitions. For the purpose of this
chapter, unless otherwise required by the context, the
following definitions apply:

{1) *“Base year structure" means the following elements
of the income tax structure:

(a) the—tax--brackets——-estabiished--in--135-36-1637y--but
unadjusted-by-subsection—t2y-0£-15-30-1837-in-effect-on-dune
aﬁ-ef-the-ta:abie-year7

tby the exemptions contained in 15-30-112, but
unadjusted by 15-30-112(6)7—in-effect—-on--Fune--39--of--the
taxabie-year;

te¥(b) the maximum standard deduction provided in
15-30-122, but unadjusted by subsection 2y 4) of
15-30-1227-in-effect-on-dune—30—of-the-taxable—-year.

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

conaumer price index for all urban consumers, United States

city average, for all items, using the 1967 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) "“PDepartment" 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 o¢r members, whether in cash or in other
property or in stock of the corporation, other than stock
dividends as—-herein--defined. "Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

(5) "Fiduciary" means a gquardian, trustee, executor,
administrator, receiver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any perscn, 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, 1986 1994 1993.

{9) "Information agents” includes ail individuais,

corporations, aasociations, and partnerships, in whatever

capacity acting, including lessees or mortgagors of real or

-3~ HB 671
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personal property, fiduciaries, brekers, 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) “Enowingly"® 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 deducticns and
credits under this chapter, means paid or accrued or paid or
incurred, and the terms “"paid or incurred” and "paid or
accrued” shaii 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 gqualified 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;

! -4- HB 671
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{b} payments received as the result of past service and
cesgation 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
compensaticn, 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™ shaii 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 1liability to the
tax imposed by this chapter with reference to the income of

any taxable year, any person domiciled in the state of

-5- HB 671
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Montana and any other perscon who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elgewhere.

(17) “Taxable income"™ means the adjusted gross income of
a tLtaxpayer 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:

"1$-30-103. (TEMPORARY FOR TAX YEARRS 1993 AND 1994)

Rate of tax ---adjustment. {3i}-Phere-—shaii--be Subject--to

subsection--{2}y--there THERE is levied, collected, and paid
for each taxable year commencing em-er after December 31,
968 1992, upcon .the taxable income of every taxpayer
individual subject to this tax, after making allowance for
exemptions and deductions as-hereinafter-provided, a tax at

the rate of #+5% 7.3% of the individual's taxable income on

the-foilowing-bracketa-of-taxable—income-as--adjusted-—-under
subssction-{2y-at-the-foiitowing-rates:
fajy--on--the--first-$2y000-of-taxebie-income-or—any-part

thereafr-2%+

-6- HB 671
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tbi~-on-the-next-$170080-of-taxabie-income--or--any--parée
thereofy-3%;
ted-—an-—-the-——next——$27000-of-taxable-income-or-any-part
thereofr—4%;
fd+--an-the«nexé-séreeb—of—taxab1e—ineone—-or——any—-part
thereofr-5%; .
tey——on——-the--pext--$27000-of-taxabie-income-or-any-part
thereof —6%+
t£y——on-the-next-927000-0f-taxabie-incore--or--any—-part
thereof; -7y
1t9¥——on——the-—next--347008-0of-taxvable—income-or—any-part
thereofy—88-
thi-—on-the-next-$67880-of—taxable-income-—-or-—any—-part
thereofs~5%;
t3y--on--the--next-3157088~0f-taxabie—income-or-any-part
thereofr—-104s
t34¥y--on-any-taxabte-income-in—exceas-of-9357066—-~or-—any
part-thereofy-11%.
t2)--By--November--i--of-each-yeary-the-departanent-shaii
mu1tipiy-the—braehet—amonnt—centainéé-in—aubseetion——fi?——by
the--infiation--factor--for—-that-tazabie-year-and-round-the
cumuiative-brackets-—to--the—-nearest--9108:——Phe--resuiting
adjusted-—brackets-—are--effective-Ffor-that-taxabie-year—-and
shaii-be-used-as-the-basis-for--imposition-—of-—-the-—tax—in

aubaeetion—-{i}--of--thia--seetion The-department-may-adopt

=-7- HB 671
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i}

rutes-for-adjusting-the—tax-rate-pravided-in-subsection--{1}

to-—-reflect-—changes—in-—federali-adjusted-groas-incomes~The

rulies-must-adjust-the—tar-rate-to-maintain-a-rate-that--does

net--excerd-—¥75%-—of——an~—individuaila——t+axabie--incomey—as

determined-for-the-tax-year-beaginning-danunary-1;-1994<"

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

*"15-30-103. Rate of tax -- adjustment. (1) FThere—-shaii

be Subject to subsection {2}, there is levied, collected.

and_paid for each taxable year commencing on or after
December 31, %968 1994, upon the taxable income of every
taxpayer individual subject to this tax, after making
allowance for exemptions and deductions as--hereinafter

provided, a tax at the rate of 7.4% of the individual's

taxable income on-the-follewing-brackets-of-taxabie-income

as-adjusted-under-subsection-{t23-at-the-foliewing-ratess
tay--on-the-£first-5$§:7600-of-taxabie—income—or-—mny—-pare
thereofs—2%7
thi--on--the--next--5§17060-of-taxabie-income-or-any-part
thereofy—3%;
te)--on-the-next-527000-of-taxabie-income--or-—any—-part
thereofr—4%;
fd*——an-—the-—next--327968—95-tuxable-inceme—er-any—part
thereofy-5%7
tey-——on-the-next-$27000-o0f-taxable-income--or--any-~-part

thereaf—6%+

-8~ HB 671
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+£)——on--the--next--427000-vf-taxabte-income—or—any-pare
thereofy—7%;

+9y——on-the-next—$47000-af-taxablte-income——or——any——-part
therecfr-8%7

thy--en——the-—nexe--9678000f-taxablie-income-or-any-paret
thereofr-9%7

tiy--on-the—next-3157600-of-taxabie-income-or——any--part
thereofy-16%7

t§y——en——any--taxahle-income—in-exeseass—-of-$357;080-or-any
part—thereofs-114.

(2) By-Nevember-i-ef-each-veary—-the--department--shaii
mettipiy-—-the-—bracket-amount-contatned-in—subsection-tiy-by
the-inflation—factor-for-that-taxabie--year--and--round-—the
cumuiative-—brackets--pe--the——nearest--5i00---Phe-resultting
adjnsted-braekets—are—effeetivefier—that--taxnbie—-year——and
shatit--bhe--used--as3--the——basis-for-imposition-of-the-tax-in

subsection—-{1y-of-this-section {a) The department shall,

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

in subsecticn (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 U0.$.C. 62 on January 1, 1993. Pfior 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

1934 and each tax year thereafter, the department shall in

the succeeding vyear determine the change in the ampunt 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 (2)(b){i).

the tax rate for the tax year following the determination

must be adjusted in increments cof 0.1%.

{iii) A change in the rate may not be made wunless the

amount of change exceeds $4.5 million."

Section 4. section 15-30-105, MCA, is amended tc 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 shal® must be levied,
ccllected, and paid annually at the rates rate specified in
15-30-103 with respect to his—-entire--net the person's
taxable income. After-caicutating-the-tax-imposed;-the—tax
due-and-payabie—must-be-determined-baned-upon-the——ratio——of
income—-earned-——in--Montana-to-totai-income:-Interest-income
from-instaliiment-sates—of-reat--or--eangiblie-—commerciat-—-or
business--preperty--tocated--in-Mantana-is-considered-incame
earned-in-Montana~

{2) Pursuant to the provisiong of Article III, section

-10- HB 671
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2, of the Multistate Tax Compact, every nonresident taxpayer
required to file a return and whose only activity in Montana
conaists 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 1V of the dollar volume of gross
sales made in Montana during the taxable year. Such The tax
shait-—be ig in lieu of the tax imposed under 15-30-103. The
groas volume of sales made in Montana during the taxable
year shat: must be determined according to the provisions of
Article IV, sections 16 and 17, o¢f the Multistate Tax
Compact ."™

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

*15-30-111. Adjusted gross income. (1) Adjusted gross
income sheii--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 shaii-imeiude includes
the following:

{a) interest received on obligations of another state
or territory or county, municipality, district, or other
political subdivision thefeof;

tby--refunda-received-of--federalt--income--taxy——te--the

extent-—the-deduction-of-such-tax—resnited-in-a~-reduction-of

=11- HB 671
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Montana-income-tax-tiabititys

fc}igl that portion of a shareholder's income under
subchapter 8. 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

td3(c} 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;

{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;

(¢) (i) except as provided in subsection (2)(e)(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
subgsection (2)(c){i), as follows:

{A) each taxpayer filing singly, head of household, oar

-12- HB 671
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married filing separately shall reduce the total amount of
the exclusion provided in {2)(c}(i) by $2 for every §l1 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 édjusted gross
income in excess of $30,000 as shown on their jecint return;

{d) all Montana income tax refunds or tax refund
credits;

(e} gain reguired to be recognized by a liquidating
corporation under 15-31-113(1){a){ii);

(f) all tips covered by section 3402(k) éf 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; and

{iy all money received because of a settlement

=-13- HB 671
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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 amount

of wages and salary in the tax year.

{3} A shareholder of a DISC that is exempt f£from the
corporation 1license tax under 15-31-102{(1)(1l) 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
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 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
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
digsability. If the adjusted gross income befare 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 aubstantial 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} (E)

terminates on occurrence of

contingency--sec. 31, Ch., 634, L. 1983.)"

Section B. 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) shail-be are allowed
as deductions in computing taxable income.

{2} {a) An exemption of §888 $3,500 shaii-be is allowed
for taxable years beginning after December 31, 1938 1992,
for the taxpayer.

(b) An additional exemption of $868 $3,500 shaii-be is
allowed for taxable years beginning after December 31, 1978
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 grose income and is not the dependent of another

taxpayer.

(3) (a) An additional exeamption of $66¢ $3,500 shaii-be
is allowed for taxable years beginning after December 31,
976 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 $868 $3,500 shaii-be is
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allowed for taxable years beginning after December 31, 1978
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 9808 $3,500 shatri-be
is allowed for taxable years beginning after December 31,
3938 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 shaii-be is
allowed for taxable years beginning after December 31, %5378
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 subsecticn +4¥tb}
(b), the determination of whether the spouse is blind shaiil
must be made as oOf the close of the taxable year of the
taxpayer, except that if the spouse dies during sech the
taxable year, such the determination sha:i must be made as
of the time of such death.

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

is blind only if hi= the individual's central visual acuity
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doea 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 9868 §3,500 shaii-be is allowed
for taxable years beginning after December 31, 1978 1932,
for each dependent:

{i) whose gross income for the calendar year in which
the taxable year of the taxpayer beqgins is less than $600
$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 yesr of the
taxpayer begins; or

(B) is a student.

(b} No An exemption shaii-be is not allowed under this
subsection {5) 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
“chilg" 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
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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 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. Por purposes of this
subsection +53tariisy {ii), the term “educational
institution” means only an educational institution whieh
that normally maintains a regular faculty and curriculum and
normally' has a reqularly organized body of students in
attendance at the place where its educational activities are

carried on.

(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.

{B) ¥he For tax Years beginning after December 31, 1942

1993; the department, by MNovember ! 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 shaii 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. Nek operating loss -—— cosputation. (1) A

Montana net coperating 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—feiiowing:

fé}-—thet--portion——oé--the-iederai—incone-ta:—and-notor
vehicie-tax--aiiowed--as--a——deduction--under—-15-38-12i--or
is—as-iat-Qwhieh——is-~aetributnb1e——te-inconeﬁfron-a-uontana
trade-or-busineas;-and

t+i+ 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 foliowing:

+i+ interest received on obligations of another state
or territory or of a county, municipality, district, or
political subdivision therecf allowed as nonpusiness income
under 15-30-111{1){a}s

fii}-iederai~-ineone—ta:-refunds—reqnired-to—he—reported
under-15-30-i11-and-15-30-13i-as-MNontana-business-income;

+iii}-state-income-tax7-and

fiv?—nny—-other-—nanbusineus-—dednctiens——aiiewed—-under
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15-36-12i-in-excess-of-nonbusiness-income.

(2) Notwithstanding the provisions of sectipn 172 of
the Internal Revenue Code of 1954 or as that section may be
labeled or amended, a net operating loss does not includes

{ay income defined as exempt Erom state taxation under
15-30~-111(2})5-or

tby--a~zero-bracket-deduction-provided-for-under—section
63--of--the-internai-Revenue-Sode-of-1954-or-as-that-section

may-be-tabeited-or-amended.”

Section 8. section 15-30-122, MCA, is amended to read:
*15-30-122. Standard deduction. {1} A standard
deduction equat-to-20% of adjusted gross income shatri-be is

allowed if-eleeted-by-the-taxpayer—-on-his on the taxpayer's

return. Fhe--standard--deduction--shaii--be--in-iien-of-aii
deductions-altlewed—under-15-398-i2is-Fhe-maximum

[2) (a) Except as provided in subsections {2){k)
through +{24tdy (2)(E), the standard deduction shaii-be
9375080 is 40% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS

THAN $2,000 OR MORE THAN $5,000. 7--as--adjusted--under—-the

provisions-ef-subsection-f2)y-exeept-that-in-the-case-of
(b} For a single joint return of husband and wife, the

standard deduction is 40% QF MONTANA ADJUSTED GROSS INCOME,

BUT NOT LESS THAN $4,000 OR MORE THAN $10,000. or-in-the

case—of

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

return, the maximum standard deduction shaii-be-$37000 is

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

$3,000 OR MORE THAN §7,506. 7--as--adjusted--under-—-the

provistons-of-aubsection—¢2<

(d) The standard deduction shaii--net--be-ailowed-teo
either-the-husband-or-the-wife-if-the--tax--of--one-—-of——the
spouses---ia--determined--without--regard--to--the--standard

deduction for married taxpayers filing separately is 40% OF

MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN 52,000 OR

MORE THAN §$5,000.

{E) THE STANDARD DEDUCTIONS PROVIDED FOR 1IN THIS

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

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

(3) PFor purposes of this section, the determination of
whether an individual is married shaiti must be made as of
the last day of the taxable yeary—-provideds;-—howevery.
However, if one of the spouses dies during the taxable year,
the determination shait must be made as of the date of

death.

+2%(4) By For taxable years beginning after December

31, 1994 1993, by November 1 of each year, the department

shall multiply the maximum standard deduction for single

returns, gualified-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. Fhe-atandard-deduction
for--jeint—-returns—-and-quatified-head-of-househoid-returns
shaii-be-twice-the-amount-for-singie-returnas The resulting
adjusted deductions are effective for that taxable year and
shai} must be wused 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 must be included in
Montana adjusted gross income, from the sale of a business,
trade, or profession, is allowed a cne-time credit againat
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
subgection (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 higheat 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 $% 1% for
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every $2 $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
(1) (b).

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

"15-30-126. Small business corporation -- deduction for
donation of computer egquipmsent 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 & years
after the manufacture of the donated property is
gubstantially completed;

(2) the property is not transferred by fhe 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

-24- HB 671



[ R S

wn

10
1
12
13
14
15
16
17
1B
19
20
21
22
23
24

25

HB 0671/02

to accept the property and representing that the use and
disposition of the property will be in accordance with the
provisions of subsection (2)y—and
t4y--the-deduction-atiewed—in-this-section-its-in-tieu-of
the---deduction-—-aliewed--under—-15-38-12:--for——charitabile

coneributions .,

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

*15-30-131. Nonresident and temporary part-year
resident taxpayers —— adjusted gross income. {1} In the case

of a nonresident or part-year resident taxpayer ether—than-a

resident——of-—this—-atate, adjusted gross income includes the
entire amount of adjusted gross income as--provided—-for--in

5-30-333+ 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 corporaticns, except

to the extent to which the income from annuities, interesat

on_ bank depogits, interest on bonds, notes, or other

interest-bearing obligations, or dividends on stock of

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

preofession, 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 qross income. Adjusted gross income from

sources within and ocutside 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 gection, "installment salesg™

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

one or more deferred installments.

(3) The deductions allowed in computing net income are

regtricted to a prorated standard deduction, as adjusted,

allowed under 15-30-122 and prorated exemptigns, 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. Determination 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 15-30-142, MCA, is amended to read:

*15-30-142. Returns and payment 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 statug 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:

{a) BEvery each single individual and--every--married
indtviduat--net—filing-a-jJeint-return-with-his-er-her—-spouse
and having a gross income for the taxable year of more than

8170088y the combined amount of the standard deduction for a

single individual plus the amount for the exemption

claimable by the ipdividual as provided in 15~-30-112: as

adjusted-under-the-proviniens—-of-subsection-{74yy-and

{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;

‘{c) married individuals not filing separate returns and
having a combined gross income for the taxable year of more

than §2y060r 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

{d} as-adjusted-under-the-provistens-of-subsection-¢3yy
shati--be-~itiabie-for-a-return-to-be-fited-on-such-forms—and

acecording-to-such-rules--ans-—-the—-department—-may-—prescribe
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.

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. Fhe-gross—-income

amounts-referred-te——in--the--preceding--sentence--shaii--be
inereased-—-by--5$8087--as——adjusted-~under——the-provisions—of
35-39~-132¢6)7--for--each--—-additional-——personal—-—-exemption
atiowance--the-taxpayer-is-entitied-to-ctaim—for-himneif-and
his;upenae-ander—is~36-}}2f3}—and-f4ir

{3) A nonresident shaii-be is required to file a return

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

derived from souyrces within Montana exceeds the total amount

of the prorated exemption deduction and prorated standard

deduction he-is--entitied-—to--ctaim-—for-—-himseif--and--his

claimable by the nonresident and the nonresident's spouse

under the provisiona of 15-30-112{(2), (3), and (4).
t2¥({4) In accordance with instructions set forth by the
department, every taxpayer who is married, amd who is living

with husband-or-wife the taxpayer's sgpouse, and who is

reguired to file a return may, at his-or-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 shai} must be

computed on the aggregate taxable income and the liability
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with respect to the tax shaii-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 wunless the department se
consents.

t33(5) 1If any-such a taxpayer is unable to make his—-swn

& return that is required to be made by the taxpaver, the

return shaii 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 sueh the taxpayer.

+4¥(6) All taxpayers, including but not 1limited 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
and/er and any payment made by reason of an estimated tax
return provided for in 15-30-241;-provided;—however; if the
tax se computed 1s greater by $1 than the amount withheld
andfor gglpaid by estimated return as provided in this
chapter, If the amount of tax withheld améfer or payment of
estimated tax exceeds by more than $1 the amount of income
tax as computed, the taxpayer shaii-be is entitled to a
refund of the excess.

t5¥(7) As soon as practicable after the return is
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filed, the department shall examine and verify the tax.

+63(8) If the amount of tax as verified is greater than
the amount theretofore paid, the excess shail muat 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
ear on the additional tax. In such that case, there shaii
be is no penalty because of sueh the understatement,
provided the deficiency is paid within 60 days after the
first notice of the amount is mailed to the taxpayer.

+t#3(9) By November 1 of each year, the department shall
muttipty determine the minimum amount of gross income
necessitating the filing of a return by-the—-infiation-factor
for the taxable year., These adjusted amounts are effective
€or that taxable year, and persons having gross incomes less
than these adjusted amocunts are not required to file a
return.

t6¥(10) 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 exemption provided by

15-30-112 and includes the adjustment provided in

15-30-112(6); and
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i{b) ‘"standard deduction™ means a deduction provided by

15-30-122 and includes the adjustment provided in

15-30-122(4)."
Section 14. section 15-30-323, MCA, is amended to read:
"15-30-323. Penalty for deficiency. (1) If the payment
required by 15—30-14ﬁ161i§l is not made within 60 days or if
the understatement is due to negligence on the part of the
taxpayer but without fraud, there shaii must be added to the
amount of the deficiency 5% thereof;-providedr-howevery—that

no of the deficiency, However, a deficiency penalty ahaii

may not be less than $2. Interest wiii must be computed at
the rate of 9% per annum or fraction thetesf of a year on
the additional assessment. Except as otherwise expressly
provided in this subsection, the interest shaii 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 thesesnm on the tax
due at the rate of 9% per annum from the time when the
return was coriginally required to be filed to the time of
payment . " .

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

"15-31-121. (Temporary FOQR__TAX YEAR 1993) Rate of tax

- minimum tax -~ gurtax. (1) Except as provided in
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subsection (2), the percentage of net income to be paid
under 15-31-101 shaii-be is:

{a) 6&-37/4% 7.08% of a3} the first $500,000 of net

income for the taxable period; and

{by F-144% 7.57% of all net income in excess of

$500,000 for the taxable period. Phe-rate—set—forth-in—-this

subsection--{iy——shaii--be-—effective—-for-ati-taxabie-years
ending——on-—-or-—after-—Pebruary--28;——-39%tv--Fhis—-rate---is
rsetroactive-to-and-effective-for-ali-taxabite-years-ending-on
er-after—Pebruary-287-1971=

{2) For a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shati-be
is:

(A) 7F%-of-aii 7.33% OF THE FIRST $500,000 OF taxable

net income for the taxable period; AND

{B) 7.82% 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
$56 $100.

t4)——Afeer-the-amount-of-tan-tiabiiity-han-been—conpuoted
under—-subsectiona-tiy-through-t3jyr-cach-corporation-subject
to-taxation-under-this-part-shati-addr-as-a-surtax——-for——-tax
year——319925—-2:3%--of-the-tax—-1iabitity-and y-as-a-surtax—for

tax-year-1993y;-4s74-0f—the-tax-iiabitityy-and-the-amount--so

~32- HB 671



e WwoN

- -- A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0671702

derived-is-the-ameunt-due-the—-states
t5y-——TFhe--additional--teax-cottected-under-subsection~t4}

must-be-deposited-to-the-gredit-of-che-state-generat-funds
15-31-121. (Effective on-reeeipe-of-taxes for tax vyear

3993 1994 AND THEREAFTER) 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 shail-be
ig:

{(a) 6 3/4% of atil 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. !he—rate-set—ferth—in-thia-subaeetéon
tiy-shaii-be-effective-for-ati-taxable-years--ending--on--or
after-—Pebruary--287--1971+--Phis—rate-is-retroactive-to-and
effective—for-alti-taxable-years-ending-on-or-after--Pebruary
285-3979%<

{2) For a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shati-be
ig:

{(A) 7% of a}t THE FIRST $500,000 OF taxable net income

for the taxable period; AND

{(B) 7.5% OF ALL NET INCOME IN EXCESS OF $500,000 FOR

THE TAXABLE PERIOD.

(3) Every corporation subject toc taxation under this

'part shall, in any event, pay a minimum tax of not less than
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956 $100.

t43——After-the-amount—of-tax-iiabitity—has-been-computed
under--subsections-{+iy-through-t34y-each-corporation-subject
ta-tazation—qnder—this—part~shaii-addv-as—a—surtax——Ear~~eax
year--19688y—-4%--of-—the——tax--1iabiiity;-—and-the-amount-so
derived-is-the-amount-due-the-states"

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

"15-31-202. Small busineas 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 logs of the corporation is included in the stockholders'
adjusted gross income as defined in 15-30-111,

{2} Each small business corporation ig required to pay
the minimum fee of $30 $25 required by 15-31-204.%

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

"15-31-204. Minimum fee of small business corporations
unaffected. Notwithstanding the provisions of 15-31-121,
small business corporations shall pay a minimum fee of %16
§25."

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

=34~ HB 671
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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 (1) is based, with
respect to any dependent, must be based upon utilizatjon and
the value of the services provided.

(3} An amount paid or incurred during the taxable year
of an employer in providing dependent‘care agsigtance 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 incurrzed 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 i3 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 gqualifies 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 the c¢redit 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 129(b) of the Internal
Revenue Code. For purposes of Title 15, chapter 30, part 2,
with reapect to an employee to whom dependent care
assistance is provided, "wages® does not include any amount
excluded under this subsection. Ameunts—-eweiuded-under-this
anbsection-do-not-gqualify-as-expenses-for-which-a--deduction
is-atiowed-to-the-empioyee-under—15-36-32%<

(7} Any tax credit otherwise allowable under this

=36~ HB 671
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gection 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 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 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 (ode apply to the
extent applicable.

(b) "Employer" means an employer carrying on a
business, trade, occupation, or professicn in this state.

{c} *"Internal Revenue Code" means the federal Internal

=37~ HB 671
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Revenue Code as amended and in effect on January 1, 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 from
adjusted--gresa—-—individuai-~income--aititowed--in-——cemputing
taxabite—-income--under——Pitie~—-i5y-chapter-38y-or from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a taxpayer may deduct his

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, ig amended to read:

*13-37-218. Limitations on receipts from political
committees. (1) A candidate for the state senate may receive
no more than $1,000 in total combined monetary contributions
from all political committees contributing to hia 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 tc his the campaign. The Fforegoing
limitations shati must be multiplied by the inflation factor
aa defined in #5-30-38%¢64 subsection (2) for the year in
which general elections are held after--319847, and the
resulting figqure shail must be rounded off to the nearest

$50 increment., The commissioner of political practices shall

-38- HB 671



O ® ~N S s W N

[
N O O

(-
w

14
15
16
17

18
1%
20
21
22
23
24

25

HB 0671/02

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"” meang a number determined for

each vyear by dividing the consumer price index for June of

the year by the consumer price index for June 1980. The

consumer price index tc 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

publigshed by the bureau of labor statistics of the 0.S.

department of labor.”

NEW SECTION. Section 21. codification instruction.
[Section & 9] 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 9].

NEW SECTION. Section 22. wTransition. (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) Notwithatanding the provisions of 15-30-122, all

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 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, and 15-30-160, AND

15-30-199, MCA, are repealed.
NEW SECTION. Section 24. Effective date —- retroactive

applicability. (1) tPhis 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 TEE TAX YEARS BEGINNING AFTER DECEMBER 31, 1992,

{B} {SECTION 3] IS EFFECTIVE ON PASSAGE AND APPROVAL

AND APPLIES TQ TAX YEARS BEGINNING AFTER DECEMBER 31, 13994.

NEw seECTION. SECTION 25. TERMINATION. {SECTION 2]

TERMINATES DECEMBER 31, 1994.

-End-
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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 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 BXE*PTION
AMOUNTQ: PROVIDING FOR A ONE-TIME TAX CREDIT RESULTING FROM
GAIN FROM THE SALE OF A BUSINESS HELD POR 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 CORPOhATE 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, 15-30-117, 15-30-122, 15-39-126,
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 15-30-139, MCA; ARD PROVIDING
AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY
DATE."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAMA:

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

“15-30-101. Definitions. For the purpose of this
chapter, unless otherwise reguired by the context, the
following definitions apply:

{1) “"Base year structure® means the following elements
of the income tax skructure:

(a) ¢he-tax--brackets—-established--in--15-30-103y--but
nnadjnatnd—by-subseceian—tif—of-is-ao—iear—in—eéfeee-on4&une
39-of-the-taxabie-years

+b} the exemptions contained in 15-30-112, but
unadjusted by 15-30-112(6)7~in-effect--on——dune——36——of--the
taxabie-year;

te¥(b) the maximem standard deduction provided in
15-30-122, but unadjusted by subsection 29 111 of
15-30-122y-in-effect-on-June~-30-af-the~taxabie-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 1967 1982-1984 base
index of 100, as that base index 1s periodically adjusted,

as published by the bureau of labor statisticas of the U.S.
department of labor, multiplied by 0.5.

{3) *"Department” means the department of revenue.

(4) *"Dividend® neaAs 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--defined. "Stock dividenda" means new
atock issued, for surplus or profits capitalized, to
shareholders in proportion to their previous holdings.

(5) “Fiduciary" means a guardian, trustee, executor,
administrator, receiver, congservator, or any person, whether
individual or corporate, acting in any filduciary capacity
for hny person, trust, or estate.

{6) “Foreign country'vor *foreign government" means any
jurisdiction other than the one embraced within the United
States, its territories and possessaions.

{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 upde: the provisions of
section 85 of the Internal Revenue Code of 1954 as amended.

{8) "Inflation factor” means a number dJdetermined 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, 1988 3954 1933.

(9) “Information agents®™ includes all individuals,
corporations, associations, and partnerships, in whatever

capacity acting, including lessees or mortgagors of real or

-3= HB 671
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personal property, £iduciaries, 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, preaiums, 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 deducticns 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” shaii must be construed according to the method of
accounting upon the bagis 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 pgmection 401 of the Internal Revenue Code, or systematic
payments received as the result of contributions made to a
qualified pension ﬁlan that are paid to the recipient or

recipient's beneficiary upon the cessation of employment;

-4~ HB 671
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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;

(¢} 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 selg-elployed tetirement plans recognized
under sections 401 through 408 of the Internal Revenue Code
tc the extent that the distributions are not considered to
be premature distributiong for federal income tax purposes;
or

{e) amounts after cessation of regqular 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" shaii must be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

{16) "Remsident® applies only to natural persons and
includes, for.the purpose of determining 1liability to the

tax imposed by this chapter with reference to the income of

any taxable year, any person domiciled in the state of

“fe . HB 671
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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 satate 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 toc 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 FPOR TAX YEARS 1993 AND 1994)

Rate of tax ——-adiustment. ti}-There--shaii--be Subjeet--te
subsection-—{2yy—-there THERE is levied, collected., and paid

for each taxable year commencing en-or after December 31,
3968 1992, upon the taxable income of every taxpayer

individual subject to this tax, after making allowance for

exemptions and deductions as-hereinafter—provided, a tax at

the rate of #:5%¢ 3w3% 7.2% of the individual's taxable

income en--the--foliowing--brackets—of-—taxabie——income—-as
adjusted-under-subsection-{2)-at-the-foiitewing-ratess

tay-—on--the--firat-917000-ef-taxable-income-or-any-part
thereofy-2%; -

-- HB 671
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tby—on-the-next-§17000-of—banable-income——or-—any--part
thereofy—-3%7
te-—on—-che--next——-927000~of-taxable-incone—or—any-part
thereofy—4¢87
tdy——on—the-next-§27000-of~taxable-incone-—or-—any--part
thereofr—547
fej—-on--éhe--neze--sireeo—of—tazabie-inee-e-er-any—pcrt
thereofr—6%7 -
{Ey--on—the-next-$27000-of—tarablie-income—~or—-any--part
thereofy-747
tg)——on--the~~next——9§47080-of-taxable-incone—or-any-part
thereofy—047
thy-—on—the-next—-$67000-of-caxable—income——or-—any-—part
thereofy-947
tiy--on--the—-next-$15y000-of-taxabie-income-er—-any-part
thereofy-108+
fj}-—en—any—t-nabte—inee-e—infeueeoa—oi-a351900——er--uny
part—thereeofr—i1s.
fi1—-By--ﬂevenber-—i—-ef—eaeh—yenrr-Ehe-depare-ent-shaii
-uitip&y—the—braehet—a-onne-eune-ined-in—.nboeetéen——fii-ﬂhy
the4-iniintien--!aetot——Eof--th-t—tn:ah&e-year;and-round~the
eunulative-bracketa--te-—the--nearest—5108r~-2he--resuiting
adjusted--brackets—-are——effeetive-for-that-taxabie-year—and
shaii-be-used-as-the-basis—for——inposttion-—of-—the-—tax-—in
subseetion—+iy--of—~this-—sectieon The-department-may~adopt
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r-ien—!o!-ggjantigg*ghe-ea:-rate-provided—in~aubseeeion-—fii
to-—refiect-——changes—-in--federai-adjusted-gronns-incomes-Fhe

- ruies-must-adjust-the—tax-rate-to-maintain-a-rate-that-—-does

not——exceed--F+r54~~of~—an—~individuaits-~taxabite--incomey-as

determined-for-the-tax-year-beginning-danvary-iy-1934="

SECTION 3. SECTION 15-30-103, MCA, IS AMENDED TO READ:
®15~30-103. Rate of tax -- adjustment. (1) Phere—-shaii
be Bubject to subsection (2), there is levied, collected,

and paid for each taxable year commencing on or after
Decenber 31, 1965 1994, upon the taxable income of every
tazpayer individual subject to this tax, after making
allowance for exemptions and deductions as--hereinafter

provided, a tax at the rate of #z4% 7.3% of the individual's

taxable income en-the-foiiswing-brachets-eof-—taxabie--inconme
as-adijusted-under-aubsection-t2)-at-the-folitowing-ratens
tay——on--the--firse-$i7000-of-tarabie~-income—or-any-part
thereofy—2%;
tby-—on-the-next-3iy000-of-taxabie-income--or--any--part
thereafy~34%5
tey--on--the--next--827000-0f-taxable-income-or-any-pare
thereofy—4é4s
t@)——on-the-next-927088-of-taxablie-income--or——any--pare
thereofy—5%7
te)--on-—the—next--4276800-0f-taxabie—income—or-any-part
thereafy-641

-8- HB 671
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t£3-—on—the-next—927y000-0f-taxabie-incone——-or-—any—-part
thereof;-74+

fgj--en—-the--ne:t--s41000-of-taxabie-ineene;er-any-pnrt
thereof -84+

th}-—on-the-next-367688-of-taxabie-income——or--any--part
thereof7-9%+

tiy-—on-—-the--next-915;000-of-taxable-incose-or-any-part
thereofy-10%+

t9y-—on—any-taxablie-incone-in-excess—of-3357600—-or——any
part—theresfy-11%.

(2) By--Nevember-—-i--of-each-yeary—the-department-shail
muieipiy-the~bracket-anount-contained-in-subsection--ty--by
ehe-—inflation-—-factor--for--that-taxabie-year-and-round-the
cumuiative-bracketa--to——the--nearest—-9100--—-Fhe—-resulting
adjusted--bracketa--are——effective-for-that-taxabie-year-and
shati-be-used-as-the-basis-for--impositien—-of--the--tax--in

subsection--ti)y——of--this--section (a) The department shall,

pursuant to subsection (2){(b), adjust the tax rate p:ovi&ed

in_subsection (1)} to reflect changes in federal adjusted

gress income. The adijustment must msaintain a rate that

produces revenue that does not exceed 7.4% of taxable income

based upon the definition of federal adjuasted grosa income

ag 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

-G HB 671
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review by the committee.

(b} (i) Por purposeg of subsection (2){a), for tax year

1994 and each tax year thereafter, the department shall in

the succeeding yvear determine the change in the amount of

revenue collected resulting from changes made by the United

States congreas to federal adjusted grogs income, as defined

by the Internal Revenue Code, effective for that year.

(ii) Based on the determination in subsection (2)(b}(i)},

the tax rate for the tax year following the determination

must be adjusted in increments of 0.1%.

{iii) A change in the rate wmay not be made unless the

amount of change exceeda $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 shei must bellevied,
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-calcuiating-the-tax-imposedy——the——tax
due—-and--payabie-must-be-determined-based-upon-the-ratio—of
income-earned-in-Montana-te-tetai--incomes—-Iinterest--income
from-~inskaliinent--saies--of--real-or-tangibie-commerciai-or
business-property-iocated-in-Montana--is--censidered--income
earned-in-Montanar

{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 noct own or rent real
estate or tangible personal property within Montana and
whose annual groas volume of sales made in Montana during
the taxable year does not exceed $100,000 may elect to pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable year. Such The tax
shaii-be is in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shaii must be determined according tc 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 groas income. (1) Adjusted groas

income she?i—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 shaii--inciude includes
the following:

{a) interest received on obligations of another state
orlterritory or county, municipality, district, or other
political subdivision thereof;

thy--refunds——received--of-—federali--incone--taxy-to-the

extent—-the-deduction-of-such-tax—resuited-in-a-reduction--of
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Montana-income-tax—-iiabiiitys

te}(b) that portion of a shareholder's income under
subchapter 8. of Chapter 1 of the Internal Revenus Code of
1954, that has been reduced by any federal taxes paid by the
subchapter §. corporation on the income; and

td¥{c) 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 governasnt, the state of Montana, county,
municipality, district, or other political subdivision
thereof;

{b) interest income earned by a taxpayer age 65 cor
older in a taxable year up to and including $800 for a
taxpayer filing a separate return and $1,600 for each joint
return;

(¢} {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

-12- HB 671
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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 amnuity 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 Mcntana income tax refunds or tax refund
credits; -

(e) gain regqguired to be recognized by a liquidating
corporation under 15-31-113{1)(a)({ii});

t£) 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 preaises licensed to

provide Efocod, beverage, or_ lodgingy. 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 Y5 COLLECTED BY THE EMPLOYER

AND PAID TO THE PERSON BY THE EMPLOYER.

{g} all benefits received under the workers'

compensation laws;

-13- HB 671

W @ N oy kW N -

NONONONNN e e e e e
B oa W N QO W D W ol e WN O

HB 0671703

(h) all health insurance premiums paid by an employer
for an employee if attributed as income to the employee
under federal law; anéd

(i} all money received because of a settlement
agreement or judgment in a lawsuit brought against a
manufacturer or distributor of “agent orange® for dJdamages
resulting from exposure to "agent orange®; and

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

amount, not to exceed $3,000, egual 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 1law (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 asection 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

-14- HB 671
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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 deterplne the amount of income or loss of
the partnership or small businesa corporation.

(5) Married taxpayers filiang 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
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 befors appliﬁation 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. 1f eligible, married individuals shall apply

the exclusion separately, but the limitation for income
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exéeeding $15,000 is dete:mineﬁ with respect to the apouses
on their combined adjusted gross incose. Por the purpose of
this subaection, permanently and totally disabled means
unable to engage in any substantial gainful activity by
reagon of any medically determined physical or mental
impairment lasting or expected to last at least 12 months.
{Subsection (2)(£)

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. Exemptions. (1) Except as provided in
subsection (6), in the case of an individual, the ﬁxelptions
provided by subsections (2) through (5) shati-be are allowed
ag deductions in computing taxable income.

(2) (a) An exemption of 9600 53,500 shaii-be is allowed
for taxable years beginning after December 31, 1978 1992,
for the taxpayer.

(b} An additional exemption of $860 $3,500 shaii-be is
allowed for taxable years beginning after December 31, *9%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 $800 $3,500 shaii-be
is allowed for taxable years beginning after December 31,
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3976 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 $666 $3,500 shaii-be is
allowed for taxable years beginning after December 31, 1978
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 sueh 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 $6866 53,500 shati-be
is allowed for taxable years beginning after December 31,
3978 1992, for the taxpayer if he the taxpayer is blind at
the close of hia the taxpayer's taxable year.

{b) An additional exemption of $866 $3,500 shali-be is
allowed for taxable years beginning after December 31, 1978
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 {4)tb}y
{b), the determination of whether the spouse is blind shaii
must be made as of the close of the taxable year of the

taxpayer, except that if the spouse dies during such the
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taxable year, anech the determination shai: must be made as

of the time of aaeh death.

(c) For purposes of this subsection (4), 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 him the individual's visuval acuity is greater

than 20/200 but is accompanied by a li-itatioﬁ in the fields
of vision such that the wideat diameter of the visual field
subtends an angle no greater than 20 degrees.

(5) (a) An exemption of 9866 $3,500 shati-be is alilowed
for taxable years beginning after December 31, 1578 1992,
for each dependent:

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is 1less than $800
$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
taxpaysr begins; or

(B} is a student.

(b) Ne An exemption shaii-be is not allowed under this
subsection (5) for any dependent who hag 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,

-18- HB 671
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{c) PFor purposes of subsection (S5)(a){ii), the term
“child* means an individual who is a son, stepson, daughter,
or stepdaughter of the taxpayer. -

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

(i) is a 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 cor
political subdivision of a state. For purpoaes of this
subsection +53tdytidy Lii)y, the term “educational
institution” means only an educational institution which
that normally maintains a regular faculty and gurriculum and
normally has a reqularly organized baody of students in
attendance at the place where its educational activities are

carried on.

{6) (A) THE EXEMPTIONS PROVIDED POR IN THIS SECTION ARE

REDUCED BY 10% FOR EVERY $5,000 OF PEDERAL ADJUSTED GROSS

INCOME IN EXCESS OF $150,000.

{B) %¥he For tax vears beginning after December 31, 1992

1993, the department, by November 1 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 adjuéted exsmptions are
effective for that taxable year and shai} 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. MNet operating loss —— computation. (1) A

Montana net operating loss for a loss incurred in tax yeaxs

beginning after December 31, 1992, must be determined in

accordance with saection 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 1loss deduction for Montana
purposes is increased by the-foitowings

tiy--that—poertion-ef-the-federal-income——tax--and--moter
vehiecie~—tax-—atioved--as——a--deduction—-under--15-30-12t-or
15-38~133-which-is-attributable-to——income--from——a--Montana
trade—or-businessr—-and

t+i%y 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 foilewing: 7

t#} interest received on obligations of another state
or territory or of a county, municipality, district, or
political subdivision thereof allowed as nonbusiness income

under 15-30-111{1l)(a)s
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tity-federai-incone—tax—-refunda-required-to-be-~reported
unéer-ts-aa-iii~and~i5-aﬂ-iai-ns-nuntana-baninels—ineena&

titi)-state-income-tax;-and

tivi-any--other—-nonbusinean--deductiona--aitowed-—under
15-36-123-in-excess-of-nonbuainess-income.

{2} Notwithstanding the provisions of section 172 of
the Internal Revenu; Code of 1954 or as that section may be
labeled or amended, a net operating loss does not includes

tay income defined as exempt from state taxation under
15-30-111(2)5-eor

tby——a-sero-bracket-deduction-provided-for-under—-aection

'63~o£—the-internai—ﬁevenne—eede—ef-iD5‘—9;-&9-—&hat--seeeien

may-be-iabeled-or-amended."”
Section 8. Section 15-30-122, MCA, is amended to read:

=15-30-122, Standard deduction. (1) A satandard

deduction equai-to-20% of adjusted gross income shaii-be is

allowed +if-etected-by-the—taxpayer—on-his on the taxpayer's

return., The-standard-deduction—-shalti--be——in—-1ien--of—-aiil
deductions-aliowed-under—1i5-30-121+—Fhe-maximum

{2) (a} Bxcept as provided in subsections {2)({b)

through <23¢{d> (2)(E), the standard deductiop shait—-be

91vy500 is 40% 30% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT

LESS THAN 927008 $2,500 OR MORE THAN $5,000. y--as--adjusted

. gnder—-the--provisions-of-subsection—{2}7-except-that-in-the

case-of
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(b) For a single joinﬁ return of husband and wife, -the
standard deduction is +48% 30% OF MONTANA ADJUSTED GROSS

INCOME, BUT NOT LESS THAN $4,000 OR MORE THAN $10,000. or—in

the-case-of

(c) Por a single individual who qualifies to file as a

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

return, the maximum standard deduction shaii-be-937080 is
46% 30% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN
$3,000 OR MORE THAN $7,500. j—-as—adjusted--under—-the

previsions-of-subsection-{24=
{d) The satandard deduction shaii--not-—-be-aiieowed-te
either-the-husband-or-the-wife-if-the--tax-—-of--ene--of--the

spouses———-is——deternined--without--regard--to-—the——standard

deduceton for married taxpayers filing separately is 4#6% 30%
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 TN EXCESS OF §$150,000.

{3) Por purpbaes of this section, the determination of
whether an individual is married shail must be made as of
the last day of the taxable year:--providedy—howeverry.
Bowever, if one of the spouses dies during the taxable year,
the determination shaii must be made as of the date of
death.
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t24(4) By For taxable years beginning after December

31, 994 1993, by November 1 of each ysar, the department
shall multiply the masximum satandard 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. Phe-standard-deduetion
for-joint-returns—and-quatrified-head--of--househotd--returna
shail-—be-twice—the-amount~for-singie-returnss The resulting
adjusted deductions are effective for that taxable year anﬁ
shatl must be used in calculating the tax imposed in
15-30-103." )

NEW SECTION. Section 9. cCredit for sale of busineas.

{1) {(a) PFor tax years beginning after December 31, 1992, an
individual who realizes a gain that must be included in
Montana adjusted groass 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, wmust have held the interest in the
busineas, trade, or profeassion fFor at leaast 15 ysars.

{2) (a) Subject to the 1limitation contained in
subsection (2){b)., the credit mugt be computed by
multiplying the gain that was included in the Montana

adjusted gross income from the sale times the individual's
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highest federal tax rate in the tax year in which the gain
from the Bsale is reported times this state's highest tax
rate for that individual in the pame year.

(b) Por an individual who reaiized a gain in excess of
§1 =million, the credit is reduced at the rate of @i 1% for
every $2 $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 aﬁle of the business, trade,
or profession is being reported on the installment basis,
the individual shall satisfy the requirements of subsection
{1)(b}.

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

“15-30-126. Small business corporation — deduction for
donation of computer equipment to schools. A small business
corporation, as defined in 15-31-201, is allowed a deduction
equal to the Ffair 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! 1located in
Montana if:

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

after the wmanufacture 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 ccrporation receives a
written statement from the donee in which the aonee 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)s-and

t4y-—-the-deduction-atiowed~in-this-section-is-in-Iieu-of
the--deduction--allowed--under--15-30-121---for-—-—charitable

eontribations.”
Section 11. Section 15-30-131, MCA, is amended to read:
©15-30-131. Nonresident and temporary part-year
resident taxpayers —- adjusted gross income. (1) In the case

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

resident~of-this-state, adjusted gross income includes the
entire amount of adjusted gross income as-provided-for-in

35-38-33% from scources 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 Erom annuities, interest

on bank deposits, interest on bonds, notesa, or othér

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 ross income. Adjusted gross income from

sourceg 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) Por purposes of this section, “installment sales"

means sales in which the buyeér 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 'undgr 15-30-122 and ptor;ted 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. Determination 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 rate contained
in 15-30-103. Credits allowed individuals under Title 15,

chapter 30, alsc apply to estates and trusts when

applicable.”
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Section 13. section 15-30-142, MCA, is amended to read:
*15-30-142. Returns and payment of tax — penalty and

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

8 provided in subsections {2)ta) through (2){d) on forms

and according to rules prescribed by the dJdepartment., The

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

used for the individual's or marzried couple‘'s federal income
tax return.

[2) A return must be filed by:

{a) SBvery each single individual and--every-married
individual-not-£filing~a-joint—return-vith-his-or-her--spouse
and bhaving a gross income for the taxable year of more than

43708007 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

adju-ted-ﬁnder-the-pruvinions—ef-onbacetéen-f?}7-and
[b) each indiviqual 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 plius the amount for the exemption claimable by the

individual as provided in 15-30-112;

{c) warried individuals not filing separate returns and
having a combined gross income for the taxable year of moxe
than §278668y the coambined amount of the standard deductiocn

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

(d) as-adjusted-under—the-provisiens-of-anbsection-t347
shaii-be-tiable-for-a-return-to-be—-£filed-on-such-—forma—--and
according--to-—such-—-rules—as--the-department-nay-prescribe

married individuals filing separately with combined gross

income exceesding 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. Phe--grosa—--inceme

amounta--referred-—to--in——the—-preceding--sentence-shaii-be
inereaaed—by—08001-—nn-—adjnated--nn&er--the—-previaiens-—aé
15-30-122¢6)7-——fer---each---additionai—-personai--exemption
ailovance—the-taxpayer-ia—entitied-to-ciaim-for-himseif--and
his-spouse—under-15-30-1i2¢3y-and—t4¥r

{3) A nonresident shail-be is required to file a return
if his the nonresident's gross income for the taxable year
derived from aources within Montana exceeds the total amcunt
of the prorated exemption deduction and prorated standard
deduction he--is-——entitied--to——ciaim——for--himseif-and-his

claimable by the nonresident and the nonresident's spouse

under the provisions of 15-30-112(2), (3)., and (4).
+2)(4) In accordance with instructions set forth by the
department, every taxpayer who is married, and who ia living

with hosband--or--wife the taxpayer's spouse, and who is
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required to file a return may, at his-or-her the taxpayer's

option, file a joint return with husband-or-wife the spouse
even though one of the spouses has neither gtoss.incone nor
deductions. If a joint return is made. the tax shai} must be
computed on the aggregate taxable income and the liability
with respect to the tax shaki-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 éitner has expired unless the department se
consents.

k +3%15) If any-such a taxpayer is unable to make his—own

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

return shaii 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 such the taxpayer. 7

44¥(6) 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 dnparéngnt any balance of income tax remaining unpaid
after crediting the amount withheld as provided by 15-30-202
andfor and any payment made by reason of an estimated tax
return provided for in 15-30-24l;-providedy—howevery if the
tax se computed is greater by $1 than the amount withheld

andfor or paid by estimated return as provided in this
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chapter. If the amount of tax withheld andfer or payment of
estimated tax exceeds by more than $1 the amount of income
tax as computed, the taxpayer shaii--be is ;ntitled to a
refund of the excess.

+5¥(7) As soon as practicable after the return is
filed, the department shall examine and verify the tax. 4

t6¥(8) 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 interesat
added at the rate of 9% per annum or fraction theresf of a
year on the additional tax. In such that case, there shail
be is no penalty because of suach the understatement,
provided the deficiency is paid within 60 days after the
first notice of the amount is mailed to the taxpayer.

t#3(9) By November 1 of each year, the department shall
-nieibiy determine the minimum amount of gross income
necessitating the filing of a return by-the-infiation-facter
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,

+83{10) 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
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that taxable year.

{11} Por the purposes of this section:

(a) "exemption" wmeans an_ exemption provided by

15-30-112 and includes the adjustment provided 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{4}."
Section 14. Section 15-30-323, MCA, is amended to read:

®"15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142¢63(8) is not made within 60 days or if
the understatement is due to negligence on the part of the
taxpayer but without fraud, fhere shai} must be added to the
amount of the deficiency 5% thereof;-providedy—howevery-that
no of the deficiency. However, a deficiency penalty shaii

may not be less than $2. Interest wiil 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 shait 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. 7

(2) 1If the time for filing a return is -extended, the
taxpayer shall pay in addition intereat thereon on the tax

due at the rate of 9% per amnum from the time when the
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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. (Temporary 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 shaii-be ia:

{a) 6-3/4% 7.08% of ai: the first $500,000 of net

income for the taxable period; and

{b) F#-3f4%¢ 7.57% of all net income in excess of

$500,000 for the taxable period. Phe-rate-set-forth-in-this
suhoection-fii-shaii—be——efﬁeetive--Eer--aii—-t-n-hie—-ye‘rs
ending--—on--or——after——-Pebruary—287--19%tr-—Fhis--rate-—ia
retroactive—to-and-effective-for-aii-taxabie-years-ending-on
or-after-Pebruary-28,-19%3+

(2) For a taxpayer making a wafer'l—edge election, the
percentage of net income to be paid under 15-31-101 shati-be
is:

{A) 7F4——of--ai: 7.33% OF THE FIRST $500,000 OF taxable

net income for the taxable period; AND
{B) 7.82% 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

456 §$100.
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t4)--After-the-amount-of-tax~tiabitity—has-been-computed
unde!~aubseetioas—fi?-thzeagh-faiy-eaeh;ee!pe!akien-—suhjeet
to--taxation--under-this-part-shati-addy-as-a-sureax—£for-tax
year-1992y-273%-0of-the-tax—-iiabitity-andy-as——a--surtax--for
tax--year-19937-4:74-of-the-tax-1iabiiity,;—and-the-ameunt—se
derived-is-the—amount-due—the-states

+5)--Fhe—additional-tax-coliected-under--subsection——{t49
must-be-deposited—to-the—credit-of—the-state-generat-funds

15-31-121. (Effective on-receipt-of-tazxes for tax year
3993 1994 AND THEREAFTER) 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 shaii-be
ig:

[(a) & 3/4% of axl 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-ferth——in——this—-subaection

ty--shaii--be--effective-for-ati—-taxabie-years—-ending-on-or
after-Pebruary-287-197:+-FPhis-rate——is——-retreactive-—~to-—and
effective—-for-ati-tanablie-years-ending-on-or-after—Pebruary
287-1973=

{2) For a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shaii-be
is:

(A) 7% of ai: THE FIRST $500,000 OF taxable net income
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for the taxable period; ANRD

{B) 7.5% OF ALL NET INCOME IN EXCESS OF §500,000 FOR
THE TAXABLE PERIOD.

{3) Every corporation subject to taxation under this
part -héll, in any event, pay a minimum tax of not less than
$56 $100.

fii——AEEet—the-anount—oi—tax—iiab&iitr—h-u—been—ee-pnted
under-lnbaeeeiono-fif—throngh-fair-eaeh—eocpar-tion—~anbject
to-—taxatien-—under-this-part-shaii-add;-as-a-surtax-for—-tax
year—19588y-4h~of—the-—tax--tiabiltityr——and--the——-ameunt——se

derived-is—the-amount-due—the-statesr"
Section 16. Section 15-31-202, MCA, is amended to read:
®15-31-202. Saall 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 §2@ $25 required by 15-31-204."

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

“15-31-204. Minimum fee of small business corporations
unaffected. Notwithstanding the provisions of 15-31=-121,
small buasiness corporations shall pay a minimum fee of $i6
§25."

Sectlon 18. section 15-31-131, MCA, is amended to read:

=-34- HB 671



v B N 6 Vv e W N M

NN NN E O e e e e e
A A W N O W B W s WwN O

HB 0671/03

®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 ;ctunlly 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 m=seets the requirements of section 89(k) and
129(d){2) through {6) of the Internal Revenue Code.

(2) (a) T™he 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) Por the purposes of this subsection, marital status
must be determined under the rules of section 21{e)(3) and
{4) of the Internal Revenue Code.

{c) In the case of an ongsite 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 eiploycr in providing dependent care assistance to or
on behalf of any employee doel‘not qualify for the credit
allowed under subsection (1) if the amount was paid or
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incurred to an individual deacribed in section 129(c)(1l) 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
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
perforsed 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 baaed) 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 the credit allowed under
subsection (1) is based may not be included in the grosa
income of the employee to whom the dependent care assistance

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

" an smaployee under this section may not exceed the

limjtations 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
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assistance is provided, "wages" does not include any amount
excluded under this subsection. Amounta-exciuded-under——this
sabseetion--do-not-qun&iiy—as-e!penaeﬁ—fer—whieh—-—deduet&en
is-altiewed-to-the-empioyee-under-15-36-123<

(7) Any tax credit otherwige allowablé under this

section that is not used by the taxpayer in a particular 7

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 sﬁcceedinq tax
year, and likewise through the E£ifth 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) 1f 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 wmust be computed uslng_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 purpases of the credit allowed under subsection
(1):

(a) The definitions and sapecial 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 amended to read:
®"15-32-303. Deduction for purchase of Montana produced
organic fertilizer. In addition to all other deductions frem
adjusted---greas--individuai--income--atiowed--in--computing
taxabie—-income—under-Pielte—15y-chapter——30y-——or from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a taxpayer may deduct hia
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, NCA, is amended to read:
"13-37-218. Limitations on réceipts from political
committees. (1) A candidate for the state senate may receive
no more than $1,000 in total combined monetary contributions
froma 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
coablned monetary contributions from all political

committees contributing to hia the campaign. The foregoing
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limitations shaii must be multiplied by the inflatiom factor

as defined in 3¥65-30-1€2¢8) subsection (2) for the year in
which general election{ are held after--19847; and the
resulting figure shail must be rounded off te¢ the nearast
$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 aection
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 Junes 1980. The

consumer price index to be used in determining the inflation
factor is the consumer price index, United BStates city

average, for all jtems, using the 1967 base of 100 as

published by the bureau of labor statistice of the U.S.

department of labor."

NEW BECTION. Section 21. codification instruction.
[Section 8 9] is intended to be cédified as an integral part
of Title 15, chapter 30, and the provisions of Title 15,
chapter 30, apply to [section & 39].

NEW SECTION. Section 22. %ransition.- (1)
Notwithstanding the provisions of 15-30-111, the adjusted

gross income of an individual includes refunds of federal

~39- HB 671

o @ W e v s W RN

[
H‘Q

12
13
14

15
16
17
18
19
20
21
22
23
24

25

HB 0671/03

income tax received for tax years prior to December 31.
1992.' te the extent that the deduction of the tax resulted
in a reduction of Montana income tax liability.

{2) Notwithstanding the provigions of 15-30-122, all
itemized deductions allowed pursuant to 26 U.S8.C. 161 and
211 that may be carried forward, including but not limited
to the contributions carryover, investment 1n£erest expense
carryover, home mortgage interest amortization, bond premium
amortization, and deduction for income in respect of a
decedent, may be continned to be carried forward for a
period not to exceed 5 years.

REW SECTION. Section 23. Repealer. Sections 15-30-121,
15-30-156, 15-30-157, 15-30-159, and 15-30-160, AND
15-30-193, MCA, are repealed.

HEW SECTION. Section 24. Effective date — retroactive
applicability. (1) #PThis EXCEPT AS PROVIDED IN SUBSECTION
{2}, [THIS act] ls 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 I8 EFFECTIVE ON PASSAGE AND

APPROVAL AND APPLIES RETROACTIVELY, WITHIN THE MEANING OF

1-2-309, TO THE TAX YEARS BEGINNING AFTER DECEMBER 31, 1992.

(B) [SECTION 3) IS EFPFECTIVE ON PASSAGE AND APPROVAL
AND APPLIES TO TAX YEARS BEGINNING AFTER DECEMBER 31, 1994.

NEW SECTION. SECTION 25. TERMINATION. [SECTION 2]
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TERMINATES DECEMBER 31, 1994.

~End-
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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 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 OQF INDEXING THE STANDARD DEDUCTION AND EXEMPTION
AMOUNTS:; PROVIDING POR 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
SECTIONS 13-37-218, 15-30-101, 15-30-103, 15-30-105%,
15-30-111, 15-30-112, 15-3¢-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 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

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

®"15-30-101. Dpefinitions. For the purpoge of this
chapter, unless otherwise regquired by the context, the
following definitions apply:

{1} "Base year structure"” means the following elements
of the income tax structure:

{a) the-tax--brackets--estabiished--tn--15-36-103y--but
unadqusted-by-subseetian-{2)-0£-15-30-1037-in-effect-on-June
30-ef-the-taxabie-years

tby the exemptions contained in 15-30-112, but
unadjusted by 15-30-112(6)r-in-effece-—-on--dune--38--of-——the
taxable-year;

te(b) the maximum standard deduction provided in
15-30-122, but unadjusted by subsection t2 {4) of
15-30-1227-in-effect-on-dune-30-of-the-taxabie-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 1967 1982-1984 base

index of 100, as that basge index is periodically adjuated,

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 toc 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 as--herein--defined, "“Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shareholders -in proportion to their previous holdings.

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

{6) *“Foreign country™ or "foreign government™ means any
jurisdiction other than the cne embraced within the United
Statesg, its territories and possessions.

(7) "Gross income" meana the taxpayer's gross income
for federal income tax purpcses 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, 1968 1994 1393,

{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 corporatien or political
subdivision of the satate, having the control, receipt,
custody, disposal, or payment of interegt, rent, salaries,
wages, premiums, annuities, compensations, remunerations,
emoluments, or other fixed or determinable annual or
periodical gaina, 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” shait must be construed according to the methed 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

reciplent's beneficiary upon the cemsation 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" shait 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 1liability 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 thia

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 tax -—-adiustment. ti}-Fhere--shaii--be Subject--to

subsection--¢2}y~~there THERE is levied, collected, and paid

for each taxable yvear commencing en-er after December 31,
1968 1992, upon the taxable income of every taxpayer
individual subject to this tax, after making allowance for
exemptions and deductions as-hereinefter-provided, a tax at

the rate of <58 3F:3% 7.2% of the individual's taxable

income en——the--foliowing—-bracketa--of-~taxabte—-income--as
adjusted-under-subsection-{2y-at-the-foitlowing-ratess
tay——on-—-the-—first-917000-0f-taxabie-itncome-or-any—part

thereafr-245
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tby--on-the-next-917860-of-taxabie-income--or--any--part
theveatyr-3%4
tei--en—-the--next--927000-cf-taxabie-income-or-any-part
chereofy-4%;
tdy--on-che-next-927000-of-taxabie-income--or--any--part
thereofy-5%;
tey—-on-~the--next~—$2;0600-of-taxabie-income—or-any-part
thereofr-6%;
f£3--en-the-next-92,808-of -tanabte-income--or--any--part
therveofr-3&;
tg}y--on--the--next--$47086-0f-taxable-income-or-any-part
thereofr-04;
thi--on-the-nexe-96y000-of-caxable-income~-or--any--pare
thereofs-9%7
+iy--on--the--next-915,008-cf-taxable-income—or-any-part
thereofy-18%+
¢41--—an-any-tarxabie-income-in-excess-of-3357800--or--any
part-thereofy-+34%.
t2}--By-—November--i--of-each-years-the-department-shati
muitipiy-ehe—bracket—amcunt-eeﬂtaéned—in—subseetéon——fi?—-by
the—-inflation-—facter—-for-—that-taxabie-year—and-round-the
eumuiative-bracketa—-to——the--nearest—-9188-—-Fhe--resuiting
adjusted——bracketo--afe-—eifeetive*for-thae—taxab&e-yenr—and
ahati-be-nsed-as-the-basis-far--imposition--of-—the--tax--in

snbsection--+it-—-of--this--seetion The-department-may-adopt
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rules—-for-ad4usting-the-tax-rate-provided-in-subsection--tt}

to--refiect-—-changes——in--federal-adjusted-qronss-incomer-Fhe

ruies-must-adiust-the-tax-rate-to-maintain-a-rate-thae——does

not——exceed--7r54-—of--an--individualis——taxabie-—-incomey-as

determined-€far-the-tax-year-beginning-danvary—iy-31994:"

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

"15-30-103. Rate of tax —- adjustment. (1} FThere--shaii

be Subject to sgubsgection (2), there iz levied, collected,

and paid for each taxable year commencing on or after
December 31, %968 1994, upon the taxable income of every
taxpayer individual sgubject to this tax, after making
allowance for exemptions and deductions as--hereinafter

provided, a tax at the rate of 7?7484 7,3% of the individual's

taxable income on-the-foliowing-brackets-of-——tarable--income
as-adjusted-under-subsection-{2y-at-the-fotiowing-rates:
tady-—-on--the--first-517;800-of-taxable-income-or-any-part
thavenfy -8
tbt-—on~the-next-917008-o0f-taxabie-income-—or—-any--part
thereafr-34s
tey--on——the—-next--$2;000-of-taxabie-income-or-any-part
thereofy—44s
tdy-—on-the-next-927000-cf-taxablie-income—-sr——any--part

thereofyr-5%7

{tey——on—-the-—next--92;080-of-taxable-inecome-or-any-parée

thereofy-6%+
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tEy-——on-the-nexe-92;000-0f-eaxabie-income--or-—any--part
thereofr-7%7

{gi*wen-—the——next—-541008-nf-taxubie-income;er—any-part
thereofs -84+

thy——en-the-next-$67000-0f-taxabie-income——or—--any--part
thereof;-9%:

ti)y--on--the--nexe-315;000-of-taxabie—income-or-any-part
thereofy-104&;

t9y--on-any-taxable-income-in-excess-o£-3357600--or--any
part-therecfy-11%,

(2) By--November-—-i--of-each-yeary-the-department-shai}
muitipiy-the-bracket-anount-contained-in-subsection——+{i4—-by
the—-infiation--factor--for--that-taxabie-year-and-round-the
cumuiative-bracketas--to--the--nearest--51007---Phe--resntting
adjusted—-bfackebs--are—-eﬁéeetive-éer-thae—eaxabie-year-and
shati-be-unsed-an-the-basis-for——imposicion——of——the--ecax——in

subsection--{iy--of-—-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

baged upon the definition of federal adjusted grogss income

as provided in 26 U.S.C. 6§62 on January 1, 1993, Prior to

adopting a change in rate, the department shall present the

propesed changqe 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 (2)(b)(i}).,

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 shati must be levied,
collected, and paid annually at the rates rate specified in
15-30-1¢3 with respect to his--entire-—net the person's
taxable income. After-caicuiating-the-tax—-imposedr--the-—-tan
due——and--payabie-must-be-determined-based-upon-the-ravio-of
ineceme-ecarned-in-Montana-to-totat--incemes—-Intereat——income
frem——instatiment--saltes--af--real-or-tangible-commerciat-or
business-property-iscated-in-Montana~~is--constdered--tncome
earned-in-Montanas

(2) Pursuant to the provisions of Article I1I, section

-10- HB 671
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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. Sueh The tax
shati-be is in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shail must be determined according to the provisions of
Article IV, sections 16 and 117, of the Multistate Tax
Compact.*

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

"15-30-111. Adjusted gross income. (1) Adjusted gross
income shaii--be is the taxpayer's federal income tax
adjusted gross income 2e defined in section 62 of the
Internal Revenue Code of 1954 or as that section may be
labeled or amended and in addition shati--:ineinde includes
the following:

{(a) interest received on obligations of another state
or territory or county, municipality, district, or other
political subdivision thereof;

tby--refunds——-received-—of-—federat--income--taxy-to-the

extent-the-deduction-ocf-such-tax-resntted-in-a-reduction--of
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Montana-income-tax—itabiticys

te3(b) that portion of a shareholder's income under
subchapter 8. of Chapter 1 of the Internal Revenue Code of
1954, that has been reduced by any federal taxes pald by the
subchapter 5. corporation on the income; and

td¥(c) 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 subdivigion
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) (i) except as provided in suybsection (2}(ec)(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:

{(AR) each taxpayer filing singly, head of household, or

-12- HB 671
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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 jeint return;

(@) all Montana income tax refunds or tax refund
credits;

{e) gain required to be recognized by a liquidating
corporation under 15-31-113(1})}(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_ lodgingr. 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 1K 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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th} 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 lawsult brought against a
manufacturer or distributor of "agent orange” for damages
resulting from exposure to “agent crange“; and

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

amount, not to exceed $3,000, equal to 10t 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 95, 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

deductiona by an amount for wages and salaries for which a
federal tax credit was elected under section 44B of the
Internal Revenue Cocde 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 logss 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 returnsa. The federal
base must be split equally on the Mantana 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 petmanently-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 toc 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 egual 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
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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)(£)

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. Exemptions. (1) Except as provided in
subsection {6), in the case of an individual, the exemptions
provided by subsections (2) through (5) shaii-be are allowed
as deductions in computing taxable income,

{2) ({a) An exemption of $866 $3,500 shati-be is allowed
for taxable years beginning after December 31, 1978 1992,
for the taxpayer.

(b) An additional exemption of 9668 $3,500 shalti-be is
allowed for taxable years beginning after December 31, 1938
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 9660 $3,500 shaii-be

is allowed for taxable years beginning after December 31,

—16- HB 671



T NN L. S R U

P N = =
b W N = O

15
16
17
18
19
20
21
22
23
24
25

HB 0671/03

3978 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 $866 $3,500 sheii-be is
allowed for taxable years beginning after December 31, 1978
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 $886 $3,500 shaii-be
is allowed for taxable years beginning after December 31,
1978 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 $88€ $3,500 shaii-be is
allowed for taxable years beginning after December 31, 1978
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
begina, has no gross income and is not the dependent of
another taxpayer. For the purposes of this subsection t43tb}
{b), the determination of whether the spouse is blind shaii
must be made as of the close of the taxable year of the

taxpayer, except that if the spouse dies during such the
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taxable year, such the determination sha}i must be made as
of the time of aweh death.
{c) For purposes of this subsection (4), 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 qreater

than 20/200 but is accompanied by a limitation in the fields
of vislcn such that the widest diameter of the visual field
subtends an angle no greater than 20 degrees.

{5) (a) An exemption of 98688 $3,500 shati-be is allowed
for taxable years beginning after December 31, 1978 1992,
for each dependent:

(i} whose gross income for the calendar year in which
the taxable year of the taxpayer begins is 1less 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 astudent.

(bs No An exemption shail-be is not allowed under this

subsection (5) 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 purpeses of subsection (5)(a)(ii), the term
“child"™ means an individual who is a son, stepson, daughter,
or stepdaughter of the taxpayer.

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

{1) is a full-time student at an educational
institution; or

{ii) is pursuing a full-time course of institutional
on-farm training under the supervision of an accredited
agent of an educational institution or of a state or
political subdivision of a state. For purposes of this
subsection  {5)fdydsdd  (ii), the term “educatiocnal
institution" means only an educational institution whieh
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) 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.

(B} The For tax yearg beginning after December 31, 1992

1993, the department, by November 1 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 shaii must be used in

calculating .the tax imposed im 15-30-103."

Section 7. Ssection 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 of
1954 or as that section may be labeled or amended and in
accordance with the follewing:

fa) The net operating 1loss deduction for Montana
purposes is increased by the-feoiieowings

ti)--that-portion-cf-the-federal-income—-tax--and--motor
vehicte--tax--aliowed--as—-a--deduction——under--15-39-t2t-or
35-36-131-which-is-ateributable-to--income-—fram--a--MNentana
trade—-or-business;-and

+++4 Montana wages and salaries allowed as a business
deduction under 15-30-111(4).

{b) The net operating 1lcoass deduction for Montana
purposes is decreased by the fotiowing:

t+y interest received on obligations of another state
or territory or of a county, municipality, district, or
political subdivision thereof allowed as nonbusiness income

under 15-30-111{(1){a)+
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tity-federai-income-tax-refunds-required-to-be-—reported
under-15-36-1+i-and-15-36-331-as-Montane-busineas—incomer;

titiy-state-income-taxs-and

tivy-any--eother--nenbusiness--deductions--atiowed--under
15-38-121-in-excens-of-nonbuainess-income.

(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 includes

ta¥ income defined as exempt from state taxation under
15-30-111{2)7-or

tby--a-zero-bracket-deduction-provided-£for-under-seetion

'63-0f-the-Internat-Revenue-Bode-of-1954-or-an--that--section

may-be-iabeied-or-amended, "

Section 8. Section 15-30-122, MCA, is amended to read:
*15-30-122. Standard deduction. (1) A standard
deduction equai-te-28% of adjusted gross income shaii-be is

allowed &f-elected-by-the-taxpayer-on-his on the taxpayer's

return. Phe-standard-deduction--shati--be-—-in—--tten--of--aii
deduetions-allowed-under-15-30-123--Fhe-maximum

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

through +23¢d} (2)(E), the standard deduction shaii--be

937500 is 46% 30% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT

LESS THAN 927600 $2,500 OR MORE THAN $5,000. 7--as--adjusted

under--the--provisions-of-subsection-{2}r-except—-that-in-the

ease-of
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(b) For a single joint return of husband and wife, the
standard deduction is 46% 30% OF MONTANA ADJUSTED GROSS

INCOME, BUT NOT LESS THAN $4,000 OR MORE THAN $10,000. or-in

the-canse—-of

{(c) Por a single individual who qualifies to file as a

head of househecld on his the individual's federal income tax

return, the maximum standard deduction shali-be-93,080 is

48% 30% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT LESS THAN

$3,000 OR MORE THAN $7,500. s--as——adjusted--under——the

provisions-of-subsection-t2}+

(d) The standard deduction shaii--not--be-aitowed-te
either-the-husband-or-the-wife—-if-the--tax--of--one——of-—-the
apouses——-is--determined--without--regard--to--the--standard

deduetion for married taxpayers filing separately is 48% 30%

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

OR MORE THAN $5,000.

{E) TEHE 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.

{3} For purposes of this section, the determination of
whether an individual is married shaii must be made as of
the last day of the taxable yeary--providedr-howevery.
However, if one of the spouses dies during the taxable year,
the determination shaii must be made as of the date of

death,
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t24{4) By Por taxable years beginning after December

31, 1994 1993, by November 1 of each year, the department
shall multiply the maxémum 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 510. Phe-standard-deduction
for-9eint-returns-and-quatified-head—-of--househoid--returns
shaii--be-twice-the-amount-Eor-singte-returns: The resulting
adjusted deductions are effective for that taxable year and
shait must 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 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 15-30-183.

{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 computed by
multiplying the gain that was included in the Montana

adjusted gross income from the sale times the individual's
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highest federal tax rate in the tax year in which the gain
from the sale is8 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 §2 1t for
every 92 $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) Por 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
(1){b).

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

®15-30-126. Small business corporation —- deduction for
donation of computer equipment to schools. A small business
corporation, as defined in 15-31-201, is allowed a deduction
equal to the fair market value, not tc 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 manufacture of the donated property is
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substantially completed;

{2} the property is not transferred by the donee ln
exchange for money, other property, Or services; and

(3] the electing small business corporation receivea 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
provigions of subsection (2)+-and

{t4)~—the-deduction-allowed-in-this-section-is—-in-tieu-of
the--deduction--aiitowed--under--15-30-121---for—--charieabie

econtributions.”

Section 11. sSection 15-30-131, MCA, is amended to read:
*15-30-131. HNonresident and temporary part-year
resident taxpayers —- adjusted gross income. (1) In the case

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

cesident-of-this-state, adjusted gross income includes the
entire amount of adjusted gross income as-provided-fer-in

15-30-333 from sources within this state but does not

include income from annuities, interest on bank deposits,

intereat on bonds, notes, or cther interest-bearing

obligationa, 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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profeasion, or occupation carried on in this state. Interest

income from installment sales of real or tangible commercial

ar business property located in Montana must be included in

Montana adjusted gross income. Adiusted gross income from

sources within and outside of this state must be allocated

and apportioned wunder rules adopted by the department in

accordance with the Multistate Tax Compact.

{2) For purposes of this section, "“installment saleg”

means sales in which the buyer agrees toc 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 adijusted,

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

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

and the claimable exemptions must be prorated according to

the ratioc that the taxpayer's Montana adiusted 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. Determination 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, alsc apply to estates and trusts when

applicable.”
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Section 13. section 15-30-142, MCA, is amended to read:
*15-30-142. Returns and payment 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

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:

(a) Every each aingle individual and--every-married
individuai-not-£iting-a-joint-return-with-his-or-her--spouse
and having & gross income for the taxable year of more than

4378007 the combined amount of the gtandard deduction for a

single individual plus the amcunt for the exemption

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

adjusted-under-the-provisionas—of-subsection-{7}7-and

(b) each individual filing as a head cof household

having gqroas income for the taxable vear 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;

{c) married individuals not filing separate returns and
having a combined gross income for the taxable year of more

than 5276087 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

{d) eas-adjusted-under-the-provisions-of-sabsection-t3)»
shalti-be-liable-for-a-return-to-be-£filted-on-such--forms-—-and
according--to--such-—-rules--as--the-department-may-prescribe

married individuals filing separately with combined grosa

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--gress--income

amounts--referred--to——-in--the--preceding—-sentence-shaii-be
increaaed-by-93881*-ns-—adinsted-—nnaer--the-—pravisiens—-eé
15-30-112¢463y7---for———each---additionat--persenat--exemption
attowance-the-taxpayer-is-entitied-to-craim-for-himaeif--and
his-spoause-under-15-36-112¢3)-and-t43=

{3} A nonresident shalli-be ig reguired 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--entitied--te——ctain-—-for--himaeif-and-his

claimable by the nonresident and the nonresident's spouse

under the provisions of 15-30-112(2), (3), and (4).
+24(4) 1In accordance with instructions set forth by the
department, every taxpayer who is married, end who is living

with husband--er—-wife the taxpaver's spouse, and who is
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required to file a return may, at his-or-her the taxpayer's

option, file a joint return with husband-or-wife the spouse
even though one of the spouses has neither gross‘income norc
deductions., If a joint return is made, the tax shai® must be
computed on the aggregate taxable income and the liability
with respect to the tax shaii-be is joint and several. If a
joint return has been filed for a taxable year, the spouses
may not Eile separate returns after the time for filing the
return of either has expired unless the department se
consents.

t34(5) If any-sueh a taxpayer is unable to make his-own

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

return shaii 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 such the taxpayer.

t4¥(6) A1l 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
andfer and any payment made by reason of an estimated tax
return provided for in 15-30-24l;-pravidedy-howevery if the
tax se computed is greater by $1 than the amount withheld

andfer or paid by estimated return as provided in this
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chapter. If the amount of tax withheld andfer or payment of
estimated tax exceeds by more than $1 the amount of income
tax as computed, the taxpayer shaii--be is Ventitled to a
refund of the excess.

t5¥(7) As soon as practicable after the return is
filed, the department shall examine and verify the tax.

t6¥{8) If the amount of tax as verified is greater than
the amount theretofere paid, the excess shati 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 sueh that case, there shaii
be is no penalty because of sueh the understatement,
provided the deficiency is paid withln 60 days after the
firat notice of the amount is mailed to the taxpayer.

t7¥{9) By November 1 of each year, the department shall
moitipty determine the minimum amount of gross income
necessitating the filing of a return by-the-infiation—facter
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.

t8y{10) 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
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that taxable year.

{11) For the purposes of this section:

(a) "exemption" means an exemption provided by

15-30-112 and includea the adjustment provided 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(4)."

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

®"15-30-323. Penalty for deficiency. (1) IE the payment
required by 15-30-142¢63(8) is not made within 60 days or if
the understatement is due to negligence on the part of the
taxpayer but without fraud, there shaii must be added to the
amount of the deficiency 5% thereof;-providedy-howevery-that

ne of the deficiency. However, a deficiency penalty shaii

may not be less than $2, Interest wiil must be computed at
the rate of 9% per annum or fraction thereef of a year on
the additional assessment. Except as otherwise expressly
provided in this subsection, the interest shai#: 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 9% per annum from the time when the
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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. (Temporary 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 15-31-1G1 shati-be is:

{(a) 6-374% 7.08% of ai} the Ffirst $500,000 of net

income for the taxable period; and

{b) F-3F4% 7.57% of all net income in excess of

$500,000 for the taxable pericod. Phe-rate-set-forth-in-this
subaectien-fi}-aha)i-be--efﬁeet&ve--ier—-a}i-—ta:abie-—ye;rs
ending-——-on--or--after--Pebruary--287--1971r--Fhis--rate--ta
retroactive-to-and-effective-for-atl-carablie-years-ending-on
or-after-Pebruary-207-39337

{2) For a taxpayer making a water's-edge election, thé
percentage of net income to be paid under 15-31-101 shati-be
is:

{A) F%—-of--aiit 7.33% OF THE FIRST $500,000 OF taxable

net income for the taxable period; AND

{B) 7.82% 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

$560 $100.
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fd}--hfter—the-anoune—ai-tu:-}iabiiity-han-been-eenputed
ondesr-subsections-tiy-through-{33y-each-corporation-—subject
to--taxation--under-this-part-shati-addy-as-a-surtax-for-tax
year—issir-i73§-o£~the-tn:—iiability—andr-aa—-a——snrtn:~—£or
tax--year—19937-4rF4-of-the-tax-iiabitityy-and-the-amount-so
derived-is-the-amsunt-due—the-scater

t53--Fhe-additional-tax-cotiected-under-—subsection--{4y
nust—be-depesited-te-the-credit—of-the—state-generat—funé=

15-31-121. (Effective eon-receipt-nf-taxes for tax year

3993 1994 AND THEREAFTER) Rate of tax -— minisum tax --

surtax., (1) Except as provided in subsection (2), the
percentage of net income to be paid under 15-31-101 shaii-be
is:

{a) 6 3/4% of e} 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. Phe-rate-sek-fareh--in——this--subsection

t1}--shaii--be--effective-for-atl-taxable-years-ending-on-or
after-Pebruary-2687-19717-Ehin-rate--is-—retroactive--te--and
effective--for-ati-taxabie-years-ending-on-or—after-Pebruary
207-197%<

(2) Por a taxpayer making a water's-edge election, the
percentage of net lncome to be paid under 15-31-101 shaii-be
is:

{A) 7% of et} THE FIRST $500,000 OF taxable net income
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for the taxable period; AND

(B) 7.5% OF ALL NET IRCOME IN EXCESS OF $500,000 POR

THE TAXABLE PERIOD.

{3) Every corporation pubject to taxation under this
part shall, in any event, pay a minimum tax of not lesas than
§58 $i00.

t4)--After-the-anount-of-tax-tiabitity-hans-been-conputed
under-subsections—{i)-through-{Ijr-cach-coerporation——subjeet
to--taxation--under-this-part-shaii-addy-as-a-surtax-for-tax
year-15087-4%-cf-—-the--tax--tiabititttyy-~and--the--amount~-so
derived-is-the-amount-due-the-stater"

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

*15-31-202. Small business corporation not subject to
chapter. (1) A small business corporatica is not subject to
the taxes imposed by this chapter. The corporate net income
or losa of the corporation is included in the stockholders'
adjusted groes income as defined in 15-30-111.

{2) Each small business corporation is required to pay
the minimum fee of $28 $25 required by 15-31-204.%

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

*15-31-204. HNinimum fee of small business corporations
unaffected. Notwithstanding the provisions of 15-31-121,
small business corporations shall pay a minimum fee of 9310

$25."

Saction 18. section 15-31-1311, MCA, is amended to read:
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®"19-31-131. 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 aasistance.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
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) Por the purposes of this subsection, marital status
must be determined under the rules of section 21(e)({3) and
{4} of the Internal Revenue Code.

{c)y 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
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incurred to an individual described in section 129(c)(1) 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 ncot 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 asubsection (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 i 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 the credit allowed under
subsection (1) ie based may not be included in the gross
income of the employee tc 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 129(b) of the Internal
Revenue Ccde. For purposes of Title 15, chapter 30, part 2,

with respect tc an employee to whom dependent care
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assistance is provided, "wages” does not include any amount
excluded under this subsection. Ameounts-exciuded-under—-this
enbseebion--do—not—qnnlify-na-e:penseé-for-whieh-a—deduetien
is-etiowed-to-the-empioyee-under-15-36-12+

{7) Any tax credit otherwise allowable under this
gection 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 tax year.
Any credit remaining unused in the next succeeding tax year
may be carried forward and used in the second sﬁcceeding 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) 1If 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. 1In all other respects, the effect of the tax credit
applies to the corporation as othervise provided by law.

{9) PFor purposes of the credit allowed under subsection
(1):

{a} The definitiona and sapecial 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. Ssection 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 frem
adjusted---gross--individuai--income--atiowed--in--computing
taxablie-income—under-Pitie—15y-chapter--38y-—-or from gross
corporate income allowed in computing net income under Title
15, chapter 3i, part 1, a taxpayer may deduct his

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

"13-37-218. Limitations on receipts from political
committees. (1) A candidate for the state senate may receive
no more than $1,000 in total combined monetary contributions
from all political committees contributing tc his the
campaign, and a candidate for the state house of
representatives may receive no more than $600 in total
combined monetary contributions from alil political

committees contributing to his the campaign. The foregoing
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limitations shei: must be multiplied by the inflation factor
as detined in 15-30-10%t+8% subsection {2) for the year in
which general elections are held after--1984:;, and the
resulting figure shal® must be rounded off to the nearest
$50 increment. The commissiconer of political practices shall
publish the revised limitations as a rule. In-kind
contributiona 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 13~10-60L1.

{2) "Inflation Ffactor™ 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 tc be used in determining the inflation

Factor is the consumer price index, United States city

average, for all items, using the 1967 bage of 100 as

published by the bureau of labor statistics of the U.S8.

department of labor."

NEW SECTION, Section 21. codification instruction.
[Section @ 9] 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 9].

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 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 1limited
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 toc 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, and 15-30-160, AND
15-30-199, MCA, are repealed.

NEW SECTION. Section 24. Effective date -- retroactive

applicability. (1) {This EXCEPT AS PROVIDED IN SUBSECTION

{2y, (THIS ant) is affactiva on
S<je L H

applies retrcactively, within the meaning of 1-2-109, to tax
years beginning after December 31, 1992.

{2) (A) [SECTION 2] 1S EFPECTIVE ON PASSAGE AND

APPROVAL AND APPLIES RETROACTIVELY, WITHIN THE MEANING OF

1-2-109%9, TO THE TAX YEARS BEGINNING AFTER DECEMBER 31, 13892.

{B) [SECTION 3] IS EFFECTIVE ON PASSAGE AND APPROVAL

AND APPLIES TO TAX YEARS BEGINNING AFTER DECEMBER 31, 1994,

NEW SECTION. SECTION 25. TERMINATION. [SECTION 2)
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Free Conference Committee
on House Bill 671
Report No. 1, April 24, .1993

Page 1 of 13

Mr. Speaker and Mr. President:

’ We, your Free Conference Committee met and considered House Bill
671 and recommend as follows:

1. Page 2, line 17.
Strike: "for Montana®

2. Page 2, line 22,
Strike: ", multiplied by 0.5"

3, Page 3, lines 20 and 21.
Following: "index” on line 26
8trike: remainder of line 20 through “Montapa" on line 21

4. Page 3, line 22,
Strike: "for Montana"”

Following:
Insert: *, then subtracting 1, then multiplying by 0.5, then
adding 1*

5. Page 6, line 13 through page 8, line 5.
Strike: section 2 in its entirety
Renumber: subsequent sections

6. Page B, line 10.
Strike: "1994"
Insert: “1393"

7. Page B, line 13.
Strike: "7,.3%"
Inmarts *T.78"

8. Page 9, line 21.
Strike: "7.4%"
Ingert: "6.7¢"

9. Page 14, line B.
Following: "{§)"

Insert: “except as provided in subsection (7),"
10, Page 14, lines 9 and 10.

Following: "the" on line 9

Strike: remainder of line 9 through "salary® on line 10
Insert: "earned income"”

ADOPT

REJECT 902138CC.Has

April 24, 1993
Page 2 of 3

11. Page 14, line 11.
Strike: "wages and salary*
Ingert: “earned 1lncome™

12. Page 16, line 7.
Following: line &
Insert: "(7} The amount specified in subsection (2} (j) is

reduced by 6.25% for every $5,000 of federal adjusted gross
income in excess of $100,000."

13. Page 16, lines 14, 17, and 24.
Strike: ®"$3,500"
inserc: "¥3,7I0"

14, Page 17, lines 4, 12, and 16.
Strike: "$3,500"

Insert: "$2,710"

15. Page 18, lines 10 and 15.
Strike: *§$3,500"

Insert; "$2.710"

16, Page 1%, line 21.
Strike: "10%"

Insert: "6.25%*

17. Page 19, line 22.

Strike: "$150,000"

Inearc: *S100°090

18. Page 21, line 22,
308"

Strike:
Insert: "40%"

19. Page 21, line 23.
Strike: "LESS THAN"
strike: =32,500 OF"

20. Page 22, lines 2, 8, and 14.
Strike: "30%"
Insert: "40%*

21, Paga 22, line 3.
Strike: "LBSS THAN $4,000 OR"

22. Page 22, lines 8 and 9.
Following: YROT" on line 8
Strike: remainder of line § through "OR" on line 9

F.C.CR®|
A 6
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April 24, 1593
Page 3 of 3

23. Page 22, lines 15 and 16.
Following: ®"NOT" on line 15
Strike: remainder of line 15 through “OR" on line 16

24. Page 22, line 1lB.
Strike: "1los"
Inssrt: "6.25%"

25. Page 22, line 19,

Strike: '%150,000'

Ihsart: * 0,000"

26. Page 319, lines 20 and 22.

Strike: "9"
Inpert: “§=

27. Page 40, lines 16 and 17,

Strike: "{1}" on line 16

Following: "@hie" on line 16

Strike: remainder of line 16 through "[THIS* on line 17
Insert: *|[This”

28, Page 40, lines 20 through 24.
Strike: subsection (2) in its entirety

29, Page 40, line 25 through page 41, line 1.
Strike: section 25 in its entirety
And this Free Conference Commlittee report be adopted.

For the House: For the Senate:

Rep. Gilbett, :Elir Sen. Doherty,

fen. Groskleld

90213BCC.Hss



OFFICE OF THE GOVERNOR
STATE OF MONTANA

MARC RACICOT
GOVERNOR

STATE CAPITOL
HELENA, MONTANA 59620-0801

april 22, 1993

The Honorable John Mercer
Speaker of the House
State Capitol

Helena MT 59620

The Honorable Fred Van Valkenburg
President of the Senate

State Capitol

Helena MT 59620

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, 15-30-117,15-30-
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, 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 proporticnately. 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: (406) 444-5529



House Bill 671 in the event it is returned to me for further
consideration.

I urge your adoption of the proposed amendments.

Sincerely,

7 o
- 1] !
I o (#
Ji e Kaeeed
MARC RACICOT
Governor



5.

10.

GOVERNOR’8 AMENDMENTS
TO HOUSE BILL No. 671
(REFERENCE BILL)
april 22, 1993

page 2, line 17
Following: "price index"
Strike: “for Montana®

Page 2, line 22
Following: "department of labor®
strike: ™, multiplied by 0.5"

Page 3, line 20 and 21
Following: "price index" on line 20
Strike: "for Montana"

Page 3, line 22
Following: "“index"
Strike: "for Montana"
Following: ™"1993"

Insert: ", then subtracting 1, then pultiplying by 0.5, then

adding 1"

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

Page 8, line 10
Following: "1568"
strike: "1994"
Insert: “1%92"

Page 8, line 13
Following: "“"F+4"
Strike: "7,.3%"
Insert: "6.7%"

Page 9, line 21
Following: "exceed"
Strike: *"7.4%%
Insert: "6.7%"

Page 14, lines 9 and 8
Foliowing:"of the" on line 9
strike: Pwages and salary"
Insert: “earned income®

Line 11
Following:"of"

11.

12,

13.

14.

15.

16.

17.

18.

19.

20.

Strike: "wages and salary”
Insert: "earned income”

Page 16, line 14
Following: "gagon
Strike: " "
Insert: “$2,900"

Page 16, line 17
Following: “§8e6"
Strike: "$3,500"
Insert: "§2,900"

Page 16, line 24
Following: "g&8o6"
Strike: " "
Insert: “$2,900%

Page 17, line 4
Following: "§8oo"
Strike: "S3,50Q"
Insert: “$2,900"

Page 17, line 12
Following: "“&866"
Strike: "$3,500"
Insert: "$2,900%

Page 17, line 16
Following: "&806"
strike: ¥ "
Insert: "5%2,900"

Page 18, line 10
Following: "§806"
strike: "$3,5Q0"
Insert: "$2,900"

Page 18, line 15
Following: 1line 14
Strike: " "
Insert: "5$2,900%

Page 19, line 21
Following: "BY“
Strike: "lo0%"
Insert: “7%"

Page 19, Line 22
Following: “OF"
Strike: "$150,000"
Insert: "§130,000"

Gov's Amend
H® |



21.
22,
23.
24.

25.

26.

27.
28,

29.

Page 21, line 23
Following: 1line 22

Strike: "LESS THAN €2-660 $2,500 OR"

Page 22, line 3
Following: m“NOT"
Strike: "LESS THAN $4,000 OR"

Page 22, lines B and 9
Following: "NOT" on line 8
Strike: “LESS THAN 53,000 OR"

Page 22, lines 15 and 16
Following: "NOT" on line 15
Strike: "LESS THAN $2,000 OR" on line 16

Page 22, Line 18
Following: "BY"
Strike: "10%"
Insert: “7%®

Page 22, Line 19
Following: "QFY
Strike: "5150,000"
Insert: "$130,000"

Page 39, lines 20 and 22
Strike: "9"
Insert: "a"

Page 40, lines 16 and 17
Following: “applicability.
Strike: "(1)" on line 16 through "(2}," on line 17

Page 40, line 20 through Page 41, line 1
Strike: subsaction (2) and Section 25 in their entirety
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HOUSE BILL NO. 671
INTRODUCED BY GILBERT, ELLIOTT, BIRD,

DRISCOLL, GRINDE, SCHYE, MERCER, PETERSOR

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 INCREASTNG THE EXEMPTION AMOUNT; CHANGING THE
METEOD OF INDEXING THE STANDARD DEDUCTION AND EXEMPTION
AMOUNTS; PROVIDING FOR A ONE-TIME TAX CREDIT RESULTING FROM
GAIN . FROM THE SALE OF A BUSINESS BELD FOR 15 OR MORE YEARS;
iNCREASING THE RATE OF THE CORPORATE LICENSE OR INCOME TAX
FOR CORPORATIONS WITE 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, 15-30-117, 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, AND 15-30-160, AND 15-30-199, MCA; AND PROVIDING
AN IMMEDIATE EFPECTIVE DATE AND A RETROACTIVE APPLICABILITY

DATE."
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HB 0671/04

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

chapter, unless otherwise required by the context, the

following definitions apply:

{1} "Base year structure®™ means the following elements
of the income tax structure:

{a) the-tax--brackets——estabiished--in—-35-36-1637—-but
unadjusted-by-subsection—(2}-0£-15-38-183Ir-tn-effect-on-dune
38-of-the-taxabie-years+

tb¥ the exemptions contained in 15-30-112, but
unadjusted by 15-30-112{6)r-in-effect——on—-June--30-—of--the
taxabie-year;

te3(b) the marimum standard deduction provided in
15-30-122, but wunadjusted by subsection t23 14) of
15-30-1227-in-effect-on-June-30-of-the-taxabie-year.

{2) "Consumer price index feor--Mentana™ means the

consumer price index for all urban consumers, United States

city average, Ffor all itemsg, using the 31967 1982-1984 base

index of 100, as that bagse index is perigdically adijusted,

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

department of labory-multipiied-by-0:5.

{(3) “Department" means the departament of revenue.
(4) “Dividend" means any distribution made by a
corporation out of its earnings or profits to its
-2~ HB 671
REFERENCE BILL: Includes Free

Conference Committee Report
Dated ¥—2Z%-§7
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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--defined. “Stock dividends" means new
stock issued, for surplus or profits capitalized, to
shateholders 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) “Poreign 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 dt as that section may be
labeied or amended, excluding unemployment compensation
included in federal gross income under the provigicns of
pection 85 of the Internal Revenue Code of 1954 as amended.

(8) ™"Inflation factor" means a number determined for
each taxabie year by dividing the consumer price index for

Mantana for June of the taxable year by the consumer price

index fer-Montana for Juner-1986 1994 1993, THEN SUBTRACTING

l, TBEN MULTIPLYING BY 0.5, THEN ADDING 1.

(9) “Information agents” includea all individuals,

corporations, associationa, and partnerships, in whatever

-3~ HB 671

HB 0671/04

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 dJeterminable 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” shat: 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 s@ection 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

—-4- HB 671
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HB 0671/04

recipient's beneficiary upon the cessation of employment;

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

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

{d}) distributions from individual retirement, deferred
compensaticn, and self-employed retirement plans recognized
under sections 401 through 40B 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 cessatiaon 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” shaii 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 1liability to the

tax imposed by this chapter with reference to the income of

-5— HB 671
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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 a residence
elsevhere.

(17) "Taxable income" means the adjusted gross income of
a taxpayer 1less 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.”
Sectiom2-—Section-15-36-103;-MCA;-in-amended-te-read:—-

5835-38-383--—¢+TEMPORARY - —POR—-PAK--¥BARS—-3993-ANB-3994%}

Rate-of-tax ——-—adjustmentz-{i)}-Phere--shati--be Subjeect--to

subseetion——{2}7——-there FHBERE i3 ieviedy-coilectedr-and-paid

for-each-taxabie-year-commencing-on-or--after--Pecember——31y

1968 19927--upon--the--tazable--income——-of--every--taxpayer

individuat sobject--to-this-taxy-after-making-atiowance-for

exemptions-and-deductions-ms-hereinafeer-providedry-a-tax at

the——-rate—-of 58 7:3%8 F:2% of-ehe-individuaita-taxabie

income en—-the--feitowing--brackets-—-af--taxabie——-income--as

adjusted-under-subsection-{2)-at-the-foliowing-ratea:

tay-~on-—the--firat-93,000-0f-taxable-income-or-any-pare

-6- HB 671
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thereof;—2%7
{b}-—on—the-next-§$17000—of-taxabie—tncome——or-—any--part
thereof7-3%7
fcf—-en--the——next——327903-ef—taxebie—income*or—nny—pert
thereof7;-4%;
661-—on-the—next—5279Oe-of—tnxabie—inceme——or-—any——pert
thereafs-5%>
fef——an-—the--neut--se7069—°E-eazab}e—ineome—or-nny—part
thereofs-6%7
ffi——on—the-ne:t—sirsas—af-taxabie-éncone——or——any——part
thereofy-F%7
fgj-—on—-the——next--347098—a£—taxabie—énceme—ot—any—part
thereof;-8%7
fh}--en-the-ne:t—sﬁfaﬂo—ef—tazebie—ineone—-or——nny--part
therecfy—9%+
fi}*—on-—the——next—si51906-e§—tasabie~inco-e—ar-any—part
theresfr-18%7
tj1-—en—uny—tazabie-éneone—in—ezcess—eé-q357008--or—-any
part-thereofs-ii%s
fi}--By*—Novenber—-i—-ef—eaeh-yenry-hhe~depareneat-ahail
nuitipiy—the;hraeket—ameunt-eonta&ned-in-aubaectﬁaa--fij-—by
ehe—-infiatien—-facter——fof--ehat—ta:abie—year*aad—round-the
eunuiaeive—braeketo--te-—the-—neareut--&ieﬂr--The-—resuiting
adjusted-—brackets--nre—-effective-fer—that-tazabie—year-and

ahai!-be-uaed-aa-the-hauis-fer--inposieion-—oi--ehe--tax--in

-7- HB 671
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aubsection-—tiy-—~of--this-—-section Fhe-department-may-adope

rutes—for-adjunting-the—tax-rate-provided-in-subaseetton-~{tiy

to--refiect—-changes—-in--federai-adjusted-gqroas—sincome-—Phe

ruies-muat—adjust*the~tax—rnfe-eo-maintain—a—rate—ehatn—does

noe-—axceed—-7;54--af-—-an-—-individuails—-taxahie--income;—-as

determined-for-the-tax-year-beginning—ganuary-iy—-3994-4

SECTION 2. SECTION 15-30-103, MCA, IS AMENDED TO READ:

®15-30-103. Rate of tax -- adjustment. (1) Phere--shaii

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

and paid for each taxable year commencing on or after
December 31, 968 1994 1992, upon the taxable income of
every taxpayer individual subject to this tax, after making
allowance for exemptions and deductions as--hereinafter

provided, a tax at the rtate aof ZFz4% F=3% 6.7% of the

individual's taxable income en—-the--feiiowing—-brackets—-of

taxable—~-income--an--adjusted--under——-anbsection——t23-at-the

foltowing-rakess

taj—-en-the-first-5i7000-of-taxablie-income-or——-any——part

therecfy-247

tby-~on--the--next--317600-cf-taxabie-inecome-or-any-part

thereof7-3%+

tei-—en-the-nexe-927000-0f-taxabte—income——-or——-any-—-pare

thereofr-44%7

td}--on-~the--next--92,800-of -~earabte-ineome-or—any-part

thereofyr—54;

~g- HB 671
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fe?-—on—the—ne:e-$21600-o!—ta:abie-inconc-—er—-any-—patt
thereofs-647

ff}-—en*—the--heat—-serBae—of—tezabie-income-or-eny-part
chereofr—F&7+

tgi——on—the-next—sir069-a£—tauahie~income--or-—any-—pare
thereofy-B47

fh+—-on-—the——ne:t-—sﬁraB8-of—taxabie—income-er—any—part
thereofy-9%7

+§1——on-the—ne:t-sisreee-ei-taxabie-income-or——nny—-pare
thereofr-16%7

fji—-en——any-—taxnbie—ineo-e—in-eucess—of—sasfeee—er—any
part-thereofy-11%.

{2) By—Neveuber—i—aE-each-yearr-—the—-depnrhnent—-shaii
nu*t&piy--the-—braeket~anount-contaéned*in-aubaect&on-fi}—by
the—inéiatien-éaetor-for—that~tu:nbie-—yeae——and-—round--the
eunuiative—-btaekets—-to-—then—neareat--si067——The—reaniting
adjuated—brnckets—are-eéEeetive—ior-that-—taxnb}e-—year——and
uhaii—-be—-used——as——the—-bas&s—fer—impositéon-of—the-ta:-én

subaection-ti}y-ef-this-—seekion (a) The department shall,

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

in subsection {1} to reflect changes in federal adjusted

groas income. The adjustment must maintain a rate that

produces revenue that does not exceed F74% 6.7% of taxable

income based upon the definition of federal adjusted gross

income as provided in 26 0U.8.C, 62 on January 1, 1993. Prior

-9- HB 671
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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.

(b} (i) Por 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 determinaticn in subsection (2)(b){i),

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 uniess the

amount of change exceeds $4.5 million.*

Section 3. 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 shai} 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-caicuiating-the-tax-imposedy-the-tax
due-and-payabie-must-be-determined-based-uvpon—the--ratio—-of
income--earned--tn--Montana-to-totai-incomes-interest-income
from-instaliiment-sates-of-reat--er--tangible--commereiai--or

business—-property--iocated--in-Hontana-is—considered-income

~10- HB 671
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earned-in-Montanas

{2) Pursuant to the provisions of Article III, asection
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 toc pay
an income tax of 1/2 of 1% of the dollar volume of gross
sales made in Montana during the taxable year. Suech The tax
ahati--be is in lieu of the tax imposed under 15-30-103. The
gross volume of sales made in Montana during the taxable
year shail must be determined according r¢ the provisions of
Article IV, sections 116 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) Adiusted gross
income shaii--be is the taxpayer's federal income tax
adjusted gross income as defined in sectlon 62 of the

Internal Revenue Code of 1954 or as that section may be

labaled or amended and in addition shaii-incivde includes

the following:
{(a} interest received on obligations of another state
or territory or county, municipality, district, or other

pelitical subdivision thereof;

-11- HB 671
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tby--refunds-received-of--federai--income--taxy——to—~the
extent——the-deduction-of-such-tax-resuited-in-a-reduction-of
Montana-ineome-tax-itabilitys

te3ib) that portion of a sharehclder'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 8. corporation on the income; and

tdy{c) 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;

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

(Ay 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 adiusted 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 adiusted 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 ligquidating
corporation under 15-31-113(1)(a)(ii);

(E£) 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 lodgingr. 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.
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{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) ail money received because of a gettlement
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) EXCEPT AS PROVIDED IN SUBSECTION {7), for a gingie

joint return of husband and wife, an amount, not to exceed

$3,000, equal to 10% of the waqges-and-saiary EARNED INCOME

received by the gpouse that earned the least amount of wages

and-satary EARNED INCOME in the tax year.

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

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

in kis 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 effectiva.

(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
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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 retirement benefita when
they file peparate Montana income tax returns. The federal
base must be split equally on the Montana return.

{6) A taxpayer receiving retirement digsability benefits
who has not attained age 65 by the end of the taxable year
and who has retired as permanently and totaily 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 amcunt. This limitation atfects the

-15~- HB 671

(- N - - B S R - T

10
11
12

13

14
15

16

18
19
20
21
22
23
24
25

HB 0671/04

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 ia 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 tc last at least 12 months.

{7} THE AMOUNT SPECIFIED IN SUBSECTION (2){J} IS

REDUCED BY 6.25% FOR EVERY $5,000 OF PEDERAL ADJUSTED GROSS

INCOME IN EXCESS OF $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. Exemptions. (1) Except as provided in

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

ed Ly subsections (2} through (5) shaii-be are allowed
as deductions in computing taxable income.

(2) (a) An exemption of $808¢ 937506 52,710 shaii-be is
allowed for taxable years beginning after December 31, 1938
1992, for the taxpayer.

(b) An additional exemption of 5668 937506 $2,710 shaiil
be is allowed for taxable years beginning after December 31,

3978 1992, 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 9866 337508 $2,710
shati-be ig allowed for taxable years beginning after
December 31, 3978 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 9848 $3y5686 $2,710 ahail
be ig allowed for taxable years beginning after December 31,
538 1992, for the spouse of the taxpayer if a separate
recturn is made by the taxpayer and if the spouse has
attained the age of 65 before the close Of sueh 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 9866 $3;568 $2,710
shali-be is allowed for taxable years beginning after
December 31, 39¥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 $808 $37588 $2,710 shai
be is allowed for taxable years beginning after December 31,
1976 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
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taxpayer begins, has no gross income and is not the
dependent of another taxpayer. PFor the purposesa of this
subsection t43tb} (b}, the determination of whether the
spouse is blind shail must be made as of the close of the
taxable year of the taxpayer, except that if the spouse dies
during sueh the taxable year, sueh the determination shaii
Must be made as of the time of sueh death.

{c} For purpcses of this subsection (4), an individual

is blind only if mims 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 exempticon of 8668 $37508 $2,710 shaii-be ig
allowed for taxable years beginning after December 31, 978
1992, for each dependent:

(i) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $000
$3y500 $2,710; or

(1i) who is a child of the taxpayer and who:

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

(B) 1is a student,
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(b) No An exemption shaii-be is not allowed under this
subsection (S) for any dependenf who has made a joint return

with hiés the dependent's spouse for the taxable year

beginning in the calendar year in which the taxable year of
the taxpayer begins.

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

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

(i) is a full-time student a- 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 pu. poses of this
subsection +5+¢d¥tisy {ii), the term *educational
institution" means only an educational institution which
that nofmally 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)} THE EXFMPTIONS PROVIDED POR IN THIS SECTION ARE
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REDUCED BY 184 6.25% FOR EVERY $5,000 OF FEDERAL ADJUSTED

GROSS INCOME IN EXCESS OF $i50,608 $100,000.

(B) The For tax yearsg beginning after December 31, 1992

1993, the department, by November 1 of each year, shall
multiply all the exemptions provided in this section by the
inflation factor for that taxahle year and round the product
to the nearest $10. The resulting adjusted exemptions are
effective for that taxable year and shaii must 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. MNet operating loss -- computation. (1) A

Montana net operating loss for a loss incurred in tax vyears

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 aand in
accaordance with the following:

ia) The net operating 1loas deduction for Montana
purposes is increased by the-foilewing=s

tt3--that—-portion——of--the-federai-income—tax-and-motor
vehicie—tax--ailiowed--as--a--deduction--under--15-36-121--on
15+-38-13i-~which-—is-—attributabie--to-income-£rom-a-Montana
trade-or-buainess;-and

+%%} Montana wages and salaries allowed as a business
deduction under 15-30-111(4).

{b) The net .operating loss deduction for Montana
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purposes is decreased by the foiiowings

3} interest received on obligations of another state
or territory or of a county, municipality, district, or
political subdivision thereof allowed as nonbusiness income
under 15-30-111{1l}(a)~r

tiiy-federat--ineome-tax-refunds-required-to-be-reported
under-35-30-11-and-15-36-13i-as-Montana-business-incomes

tiity-state-income—taxs-and
fév1—553-—other—-nonbuaéness——deductians—-niiowed——under
15-36-321-in-excess-of-nonbusiness-income.

{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 includes

tay income defined as exempt from state taxation under
15-30-111(2) -0

fb}-—a~tero*brachet-deduetion—peovided‘Eer-under—seetion
63--of--the-internat-Revenue-€ode-of-1954-or-as-that-section

may-be-iabeled-or-amended.”

Section 7. Section 15-30-122, MCA, is amended to read:
»15-30-122. Standard deduction. (1) A standard
deduction eguai-teo-28% of adjusted gross income shaii-be io

allowed if-etected-by-the-taxpayer-on-his on the taxpayer's

return. %he—-standard--deducetion--shaii--be—-in-tieu-of-aid
deductions-aliowed-under-15-36-12kv-the-maximum

{2) ({a) Except as provided in subsectiong (2)(b)
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through +23¢4} (2)(E}, the standard deduction shati-be

$37580 ig 46% 36% 40% OF MONTANA ADJUSTED GROSS INCOME, BUT

NOT hESS--PHAN 527086 9$27500--OR MORE THAN $5,000. r-as

adjuated-under-the-provisions-of-subsection-{2)7-except-that
*n—-the-case—of
(b} PFor a single joint return of husband and wife, the

standard deduction is 46% 38& 40% OF MONTANA ADJUSTED GROSS

INCOME, BUT NOT LESS—PHAN-$47698-OR MORE THAN $10,000. er-in

the-case-of

{c} Por a single individual who qualifies to file as a

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

return, the mawximum sgtandard deduction shati-be-937,860 ig

40% 38% 40% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT BESS

PHAN--5370686--BR MORE THAN $7,500. y-as-ad4usted-under-the

provisions-ef-subsection—{2}~
(d} The standard deduction shaii--not--be--aliowed--to
either——the--hushand--or——the--wife-itf-the-tax-of-one—of-the

apouses——-is--determined--without--regard--to--the-—-standard

deduetion for married taxpayers filing separately is 468% 30%
40% OF MONTANA ADJUSTED GROSS INCOME, BUT NOT HBSS-PHAN
927860-6R MORE THAN $5,000.

(E} THE STANDARD DEDUCTIORS PROVIDED FOR 1IN THIS

SUBSECTION (2} ARE REDUCED BY 6% 6.25% FOR EVERY $£5,000 OF

FEDERAL ADJUSTED GROSS INCOME 1IN EXCESS OF 55678600
$100,000.
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(3) Por purposes of this section, the determination of
whether an individual is married shai} must be made as of
the last day of the taxable year;--providedsy-howevery.
However, if one of the spouses dies during the taxable year,
the determination shaii must be made as of the date of

death.

t2¥{4) By For taxable vyears beginning after December
31, 3994 1993, by November 1 of each year, the department
shall multiply the maximum 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. The-standard-deduction
for-jJoint-returns-and-gquatified-head--of--! ;usehoid——returns
shaii--be-twice-the-anount-for-singie-returner The resulting
adjusted deductions are effective for that taxable year and
shail must be wused in calculating the tax imposed in
15-30-103."

NEW SECTION. Section B. cCredit 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 tax imposed by 15-30-103.

(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 1% years.

{(2) (a) Subject to the limitation contained in
subsection (2){b}, the credit must be computed by
multiplying the gain that was {ncluded in the Montana
adjusted gross income from the sale times the individual's
highest federal tax rate in the tax year in ﬁhich 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 9% 1% for
every $2 $20,000 of gain in excess of $1 million.

(e) 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,
is being reported on the installment basis,
the individual shall satisfy the requirements of subsection
(1){b).

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

"15-30~126. Small business corporation -— deduction for
donation of computer equipment 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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ather sophisticated technological equipment or apparatus
intended for use with the computer donated to an elementary.
secondary, or accredited postaecondary school located in
ﬁontana i€:

{1} the contribution ijs made no later than 5 years
after the manufacture of the donated property is
substantially coapleted;

(2) the property is not transferred by the donee in
exchange for money, other property, or pervices; and

(3) the electing small business corporation receives a
written statement from the donee in which the donee agrgea
to accept the property and representing that the use and
disposition of the property will be in accordance with the
provisions of subsection (2)s-and

t4#-—the-deduetion-aiieved-in-this—éection—iu—én—iieu-ei
the--deductien--aiiawed--nnder--i5-30-&2&—-—50:--—cha:étub}e

contributions.”
Section 10. section 15-30-131, MCA, is amended to read:
®]15-30-131. Nonresident and temporary part-year
regident taxpayers -- adjusted gross income. (1) In the case

of a nonresident or part-year resident taxpayer sther—-than-a

cepident-of—this-state, adjusted gross income includes the
entire amount of adjusted gross income as-provided-for—-in

$5-39-33+% from pources within _this state but does not

include income Erom annuities, intereat on bank deposits,
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interest on bondsa, notes, or other interest-bearing

obligationa, or dividends on stock of corpecrations,

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 cof real or tangible commercial

or business property located in Montana must be included in

Montana adjusted groas 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) Por 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 15-10-112, 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. Determination of tax 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 rate contained
in 15-30-103. Credits allowed indivicduals under Title 15,
chapter 30, also apply tc estates and trusts when
applicable.”

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

"i5-30-142. Returns and payment of tax ~- penalty and

interest — refunds — credits. (1) A return must be Filed

ag provided in gubsections (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.i~'s federal income

tax return.

[2) A return must be filed by:

{a) BEvery each single individual and--every-martried
individuni-not-fiting-a-joint-return-with-his-or-her--sponse
and having & gross income for the taxable year of more than

937868067 the combined amount of the standard deduction for a

single individual vlug the amount for the exemption

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

adjusted-under-the-provisions-of-subsection-{¢74y-and

(b} each individual Ffiling 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
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household plus the amount for the exemption claimable by the

individual as provided in 15-30-112;

(c) married individuals not filing separate returns and
having a combined gross income for the taxable year of more

than $2+68607; 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

(d) es—adjusted-under-the-provisiona-of-subsection-t73+
shaii-be-1iabie—for-a-return-to-be-fited-on-such--foras——and
according-~te-—-such--ruies--as--the-department-may-preacribe

married individuals filing separately with combined qross

income exceeding one-half of the combined amount of the

standard deduction for married individuals not £filing

separately plua the amount for the exemption claimable by

the indjvidual as provided in 15-30-112. Phe--grosa--income
n-annté--:=£=:red—*ee—-iﬁ-—the—~preceding—-uentence-ahai}—be
increased-by- 9860y ~as——adjusted-~under--the-—proviasiona--of
15-30-312t6)7-—--for---each---additionai--personal-—exempetion
attowance-the-taxpayer—in-entitted-to-ctaim-for-himaerf——and
Ris-apouse-under-315-30-1:2¢3)-and—{t43=

(3] A nonresident shail-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
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deduction he--is--entitied--to--cliaim--for--himseif-and-his

claimable by the nonregident and the nonresident's apouse

under the provisions of 15-30-112(¢(2), (3}, and (4).
t2¥{4) In accordance with instructions set forth by the
department, every taxpayer who is married, and who is living

with husband--er--wife the taxpayer's spouse, and who is

required to file a return may, at his-ee—her the taxpayer's

option, file a joint return with husband-or-wife the spouse
even though one of the spouses has neither gross income nor
deductions. If a joint return is made, the tax shaii must be
computed on the aggregate taxable income and the liability
with respect to the tax shaii-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 dJdepartment se
consents.

¢33(5) 1f eny-much a taxpayer is unable to make hims-own

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

return shaii mugt be made by a duly authorized agent or by a
guardian or other person charged with the care of the perscn
or property of sueh the taxpayer.

t43[6) 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
andfor and any payment made by reason of an estimated tax
return provided for in 15-30-241;-previdedy-howeversy 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 andfer or payment of
estimated tax exceeds by more than $1 the amount of income
tax as computed, the taxpayer shati--be is entitled to a
refund of the excess,

t53(7) As soon as practicable after the return is
filed, the department shall examine and verify the tax.

€63(8) 1If the amount of tax as verified is greater than
the amount theretefere paid, the excess shaii must be paid
by the taxpayer to the department within &0 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 sueh that case, there shai}
Be is no penalty because of such the understatement,
provided the deficiency is paid within 60 days after the
first notice of the amount is mailed to the taxpayer.

+#3(9) By November 1 of each year, the department ghall
muieipty determine the minimum amount of gross income
necessitating the filing of a return by-che-inflation-facter

for the taxable year. These adjusted amounts are effective
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for that taxable year, and persons having gross incomes less
than these adjusted amcounta are not regquired to file a
return.

+83(10) Individual income tax forms distributed by the
departmert 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 exemption provided by

15-30-112 and includes the adjustment provided in

15-30-112¢{6); and

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

15-30-122 and includes the adjustaert provided in

15-30-122(4}."
Section 13. Ssection 15-30-323, MCA, is amended to read:

*15-30-323. Penalty for deficiency. (1) If the payment
required by 15-30-142¢63(8) is not made witi.in €0 days or if
the understatement is due to negligence on the part of the
taxpayer but uithqut fraud, there shaii must b= added to the
amount of the deficiency 5% thereof;-providedy-howevery-that

nse of the deficiency. However, a deficiency penalty ahaii

may not be less than $2. Interest wii: 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 shai® must 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 as it may
have been extended to the date of payment.

{2) 1If the time for filing a return is extended, the
taxpayer shall pay in addition interest thereen on the tax
due at the rate of 9% per annum from the time when the
return was originally reguired tc be filed to the time of
payment."

Section 14. section 15-31-121, MCA, is amended to read:

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

—=— minimsum tax -- surtax. (1} Except as provided in
subsection (2), the percentage of net income to be paid
under 15-31-101 shati-be is:

{a} 6-374% 7.0B% of a3 the first £500,000 of net

income for the taxable period; and

{by ?-3f4% 7.57% of all net income in excess of

$568,600 for the taxable pericd. Phe-rate-seb-forth-in-this

subaection-ti}-shati-be--effective--for--ait--taxabie—-yearsn
ending——-on--or-——after--Pepruary--207y--1931:~-Phin--cate--isa
retroactive-to—and-effective-for-aii-taxabie-yearas-ending—on
or-after-Pebeunary-28y-1973<¢

(2) PFor a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shati-be
ia:

{A) ?%~-eof--ak} 7.33% OF THE FIRST $§500,000 OF taxable
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net income for the taxable period; AND

{B) 7.82% OF ALL NET INCOME IN EXCESS OF $500,000 FCR

THE TAXABLE PERIOD.

{3) Every corporation subject to taxation under this
part shall, in any event, pay a minimum tax of not less than
950 §100,

t4y-—-After-che-amcunt—-of-tax-tiabitiey-has-been—computed
under-subsections-ti}y-through-t3)y-each-coerporation--subjeect
to--taxation—-under-chis-part-shati-addy-as-a-surtax-for-tax
year-1992y-2r34—0f-che-tax-tiabitity-andr-as——a--saurtax--for
tax--year-1993y-4d:r7%-of-the-tax-irabilityr-and-the-amount-so
derived-is-the-amount-due-the-stater

t5y--Phe-addicional-cax-coiiected-under--pubsection--t43
nus t-ba-deposited—-to-the-credit-of-the-state—generai-fund:-

15-31-121. (Effective eon-receipt-of-taxes fOr tax year

$993 1994 AND THEREAPTER) Rate of tax -- =ainisum tax --

surtax. (1) Except ae provided in subsection (2), the
percentage of net income to be paid under 15-31-101 shaii-be
ig:

{(a] 6 3/4% of axi 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. Phe-rate-sec-forth--in--cthis—-subsection

t1}--shaii--be--effective-for-ati-tarabie-years-ending-on-or

afcer-February-207-1971:-Fhis-rate--ia--retroactive--to--and
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eiéeeeive--fcr-eii-eaxabie—yenrs—ending-on-er—aieer-Februnry
287-129735

(2) For a taxpayer making a water's-edge election, the
percentage of net income to be paid under 15-31-101 shaii-be
is:

{A) 7% of a¥: THE FIRST $500,000 OF taxable net income
for the taxable period; AND

(B) 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
§56 $100,

f‘f--hitut-the-anouﬂt-of-tau-iilbiiity-has*been—eelpnted
unéer-anhaeceéeas—fi#-thtough-tafr-eaeh-corperntian——subject
te--tazatioa-ennder—this—part—ahait—ﬁddr-ao—n-uuttax—£ar—eax
year-15867-4%-of——the-—tax--tiabitityr--and-—the—-ameunt--mo
derived-is-the-amount-due-the-states*

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

®15-31-202. Small Dbusiness 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 businesas corporation is required to pay
the minimum fee of 938 $25 required by 15-31-204."
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Section 16. Ssection 15-31-204, MCA, is amended to read:
®15-31-204. HNinimum fee of small business corporations
unaffected. Notwithstanding the provisions of 15-31-121,
small business corporations shall pay a minimum fee of $ie

25."

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

®=15-31-131. Credit for dependent care assigtance. (1}
There is a credit againat the taxes otherwise due under this
chapter allowable to an empleoyer 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 aud pursumant to a
program that meets the requirements of section B9(k} and
129{(d)(2) through (6) of the Internal Revenue Code.

{2) (a) The amount of the credit allowed under
subsecticn {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) Por the purposes of this subsection, marital status
must be determined ynder the rules of section 21{e)(3) and
(4) of the Internal Revenus Code.

{c) In the case of an ongite facility, the amount upon

which the credit allowed under subsection (1) is based, with
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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 toc 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 aasistance to or on behalf of an
employee does not gqualify for the credit allowed under
subsection (1):

(a) to the extent the amount is paid or incurred
pursuant to a salary reduyction plan; or

{b) if the amount is paid or incurred for services not
performed within this state.

{58) If cthe 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 amount upon which the credit allowed under

subsection (1) is based may not be included in the gross
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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 129(b) of the Internal
Revenue Code, For purposes of Title 15, chapter 30, part 2,
with reapect to an employee to whom dependent care
assistance 1B provided, "wages" does not include any amount
excluded under this subsection. Ameunts-exciuded-under--thias
subsection--de—nat-quatify-ms-expenses-for-which-a-deduction
in-attowed-to-the-employee—under-15-39-:21c

(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 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 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
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share of the corporation's costs that qualify for the
credit. 1In 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 frem
adjuuted--—grons-—individua}——ineole--aiio-ed-—in-—eenpueing
taxabie-inceme-nnder-Pitie-iS5y-chapter--387--or from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a taxpayer may deduct hia

expenditures made by the taxpayer for organic Ffertilizer

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 from political

committees. (1) A candidate for the state senate may receive
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noc 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 hia the campaign. The foregoing
limitations shai must be multiplied by the inflation factor
as defined in #5-36-16%{8} subsection (2) for the year in
which general elections are held after--19847, and the
resulting figure shaii must 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 i: computing these
limitation totals. The limitaticn provided in this section
does not apply to contributions made by a political party
eligible for a primary election under 13-16-601.

{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 .Tune 1980. The

consumer price index tc be used in determining the inflation

factor is the consumer price index, UOnited States city

average, for all items, using the 1967 base of 100 as
published by the bureau of labor statistics of the U.S.

department of labor.*"

NEW SECTION. Section 20. cCodification instruction.
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[section 6 9 8) is intended to be codified aa an integral
part of Title 15, chapter 30, and the provisions of Title
15, chapter 30, apply to [mection & 9 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 liahility,

(2) Notwithatanding 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, investmeat 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

=ar iod

ot to exceed 3 yeara.

NEW SECTION, Section 22. Repealer. Sections 15-30-121,
15-30-156,  15-30-157, 15-30-159, and 15-30-160, AND
15-30-199, MCA, are repealed.

NEW SECTION. Section 23. Effective date — retroactive
applicability. {3y fPhis BMEBPP-AS--PROVIDED--IiN--SUBSBEPION

t2yy-—{®H3I8 [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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£23~-tAy-{ SEEPION—-23-~315--EPPROPIVE—-ON-—-PASSASE-——AND

APPRBVAD--ANB--APPLIES--REBFROAETIVELY 7-WiIFHIN-FHE-MBANING-OF

3-2-3095y-FO-FPHAE-FAN-¥BARS-BEGINNING-APTER-DEEEMBER-317-31992<

£By--{SEETION-31-15-BPPECTIVE-ON--PASSAGE--AND--APPREVAD

AND-AFPLIES-PO-FAR-¥BARS-BEGINNING-APTER-DECEMBER-317y-3994<

NEW-SBEP16N: - - SECTION-25 - CAORMINATION.———— {-SBCRION-—— 2}

FERMINATES-BHEEMBER-317-1994=

-End-
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