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5f3 BILLNO. /"1'1 

INTRODUCED BY ~ 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING AN INCOME TAX CREDIT FOR HOUSEHOLD AND 

DEPENDENT CARE SERVICES BASED ON THE INTERNAL REVENUE CODE; ALLOWING A SIMILAR CREDIT 

FOR EMPLOYMENT-RELATED EXPENSES CONSIDERED TO HAVE BEEN PAID FOR A CHILD CARED FOR 

AT A LICENSED DAY-CARE HOME OPERATED BY THE CHILD'S PARENT; AMENDING SECTION 

15-30-121, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

APPLICABILITY DATE." 

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

12 

13 NEW SECTION. Section 1. Credit for dependent care expenses necessary for employment -- credit 

1 4 for licensed day-care operator. { 1) There is a credit against the tax imposed by 1 5-30-103 for the expenses 

1 5 of household and dependent care services equal to 100% of the credit allowed in section 21 of the Internal 

16 Revenue Code. 

17 (2) (a) A taxpayer who operates a family day-care home or a group day-care home, as these terms 

18 are defined in 52-i-703, and who cares for the taxpayer's own child and at least one unrelated child in the 

19 ordinary course of business is allowed a credit against the taxes imposed by 15-30-103 equal to 100% of 

20 the credit that would be allowed under section 21 of the Internal Revenue Code for employment-related 

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

22 lb) The amount of employment-related expenses considered to have been paid by the taxpayer is 

23 equal to the amount that the taxpayer charges for the care of a child of the same age for the same number 

24 of hours of care. The employment-related expenses apply regardless of whether any expenses actually have 

25 been paid. Employment-related expenses may not exceed the amounts specified in section 21 of the 

26 Internal Revenue Code. 

27 (c) Only a day-care operator who is licensed and registered as required in 52-2-721 is allowed the 

28 credit under this subsection {2). 

29 Id) In the case of a married day-care operator who has no earned income, a federal household and 

30 dependent care credit equivalent may be determined based on the earned income of the operator's spouse. 
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(3) The credit allowed under this section may be claimed by married taxpayers who file separately 

2 on the same return. 

3 (4) (a) The credit allowed under this section may not exceed the taxpayer's income tax liability. 

4 (bl There is no carryback or carryforward of the credit permitted under this section. 

5 

6 

7 

Section 2. Section 15-30-121, MCA, is amended to read: 

"15-30-121. Deductions allowed in computing net income. In computing net income, there are 

8 allowed as deductions: 

9 (11 the items referred to in sections 161, including the contributions referred to in 33-15-20115)(b), 

1 O and 211 of the Internal Revenue Code of 1954, or as sections 161 and 211 are labeled or amended, subject 

11 to the following exceptions, which are not deductible: 

12 (al items provided for in 15-30-123; 

13 (b) state income tax paid; 

14 (c) one-half of premium payments for medical care as provided in subsection .f8l- 1.fil; 

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

16 (,I) ei1130Ases of housoRold aRd depoAdBAt oaro sorvioos as outliRod iA suesestioAs (,l)(a) through 

17 (3)(e) and (f:J) and suejeet to tho liFAitatioAs and rules as sot out iA suesoetioAs (,l)(d) through (3)(0, as 

18 follows: 

19 la) enl)eAses for householEl aAEI EleJJBREleAt eare sor\•ieos noeessaP; fer gaiAful OA'l1lloyR1eAt ineurrea 

20 fflF. 

21 (ii a El013eAeeAt uAdor 16 yeaFS of ago for whoFA an oi1eFfl13tioA saA be elairnoEI; 

22 (ii) a depeAEleAt as allowable under 16 ao 112(6), m10013t that the lirnitatioAs for age aAd gross 

23 ;,AeeR1e de Aet aJ313l1f, whe is unaele te J3ro,1ielo self earo 13eeause ef phvsioal or FAental illness; a Ad 

24 (iii) a spouse who is unable to 13reviao self earo boeause of physieal or R1ental illness; 

25 (bl 0R1ployR10At relates BlEJ3BAses iAeurred for the follewiAg sor,•ioes, but only if tho Bllponses are 

26 iRet1rreel to enable the tal<J;)B",'Br to be gainfully ernplo",'eB: 

27 (i) househola SBfliioes that are attributaele to the ears sf the qt1alifying ineli\•iet1al; one 

28 ml eare of an indiviellclal ,,.,,ho qualifies unaor subseetion I 3Ha); 

29 (el ei113onses iAelclrroel iA FflaintaiAiAg a household if o,10r half ef tho oost of R1aintainiAg the 

30 hot1s0hola is furnished by aA inElividt1al or, if tho indi1>•idual is Fflarriod during the applieablo perieel, is 
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furnishes b•( the iREli¥iElual aREl tho iREli¥iElual's SJJOuso; 

2 I Ell tho amouRts doEluetible iR subseotioRs I ell (al through lell (el, subjoet to tho followiRg lim1tati0Rs: 

3 Iii a deduetioR is alloy,•od uRElor suesootioR {elllal fer emJ)loymeRt related e>EJleRses iReurred duriAg 

4 the year ORiy to the eJ(teAt that tho eXJlORSeS BO Rot OHSOed $4,800; 

5 liil O>EJleRses for ser¥iees iR the househelEl are deEluetiBle uREler suBsectioR (3I(a) for 

6 emJJIOymoRt related exJJeRses ORiy if they are iReurreEl for ser .. ices iR the taxJ)a'(er's household, exeeJJt that 

7 emJJIOyAleRt relates OJEJleRses iRcurreEl fer ser¥ieos outsiEle the taJ<Jlayor's househelEl are deductible, but 

8 eRly if iReurred for tho eare of a qualifyiRg iRdividual deseriBed iR subseetieR (3llaHil aRd onl·,· to the e1ct0At 

9 that the OJEJlORsos ineurred duriRg the year do not e*eeed: 

10 (A) $2,400 in the ease of one qualif~•iRg iREli·,iElual; 

11 (Bl $3,600 in the ease of two qualif•fing insi'w'isuals; ans 

12 (C) $4,800 in the ease of tl=Jroe er mere qualifying iRlfr,•isuals; 

13 {e) if the eeffibiRed asjusteEl gross ineeR'le of the taJEJJa1·ers exceeds $18,000 fer the tax year 

14 suring whieh tho Ol(JlORSOS are iROUFFed, tRO ameuRt of the omJ)leymeRt related eJEJ)ORSQS iRCUFFOB, to BO 

15 reauces BY one "1alf of the e>~eess of the eemBiRos adjusteEI gross ineeme ever $18,000; 

16 (fl fer JJUrJJBSes of this suBseetien (31: 

1 7 Iii R'larried eouJ)los shall file a joint return er file seJ)aratel'y' en the same form; 

18 Iii) if t"1e taxJ)ayer is Alarried duriRg aRy JJerios of t"1e tai, >y•oar, emJ)le·(meRt relates exJJeRsos 

19 ineurred are deduetiBle only if: 

20 (/\) BOtR SJlOUSOS are gainfully emJ)IB'y'OB, in whioh ease the OXJ)Onses are deduetiBle ORiy to the 

21 extent that the•( are a direst result of tho emJ)leyR'lent; er 

22 (Bl tho SJJOUSO is a qualif·fing iRdi¥idual deseriBed iR sul3seetieR I3)1alliii); 

23 (iii) an iRsi,.•isual legally seJ)arated from t"1e inai¥idual's SJJeuse uRder a deeree of di¥eres er of 

24 seJJarate mainteneneo R'IO',' net BO eoRsiderea as married; 

25 li·A tAe Eieduetien for BfflJllO','ment relates O><JJOnses mllst BO di~·ideEI equally Between the SJlOUses 

26 wheR filiRg seJ)arately OA the same #arm; 

27 (v) JJaymeRt made to a ehils of t"1e ta11Jla 1,•er w"1e is l!Ador 1 9 years of a~e at the elese of t"1e taJ< 

28 year anEI J)a•,•monts made to an inEli•1idL1al with resJJeet to whoR'I a deduetien is_ allowaBle uRder 

29 16 30 11216) are net deductiBIO as OmJJIO•;R'IORt related OMJleRses; 

30 f4+Ql in the case of an individual, political contributions determined in accordance with the 
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provisions of section 218(a) and (b) of the Internal Revenue Code that were in effect for the tax year ended 

2 December 31, 1978; 

3 f&H11 that portion of expenses for organic fertilizer allowed as a deduction under 15-32-303 that 

4 was not otherwise deducted in computing taxable income; 

5 fet.lfil contributions to the child abuse and neglect prevention program provided for in 41-3-701, 

6 subject to the conditions set forth in 1 5-30-1 56; 

7 P+ifil one-half of premium payments, except premiums deducted in determining Montana adjusted 

8 gross income, for: 

9 (a) insurance for medical care made directly by the taxpayer; and 

1 O (b) long-term care insurance with benefits that meet or exceed the minimum standards as 

11 established by the state insurance commissioner; and 

12 {8}1Zl contributions to the Montana drug abuse resistance education program provided for in 

13 44-2-702, subject to the conditions set forth in 15-30-159. 

14 +9Hfil For the purpose of subsection f-7Ha+ ifilJ.fil, deductible medical insurance premiums are those 

15 premiums that provide payment for medical care as defined by 26 U.S.C. 213(d). 

16 I 101 (al Suejeet to the eeAelitioAs of sueseetioA (31, a ta*f38','er who 013orates a famil~· elay oare 

17 homo or a grou13 elav eare home, as these terms are elefiAeel iA e2 2 703, aAel who earos fer the ta*payer's. 

18 ewA ohilel anel at least eAe unrelateEl ehilel in the ereliAarv eeurso of ausiAess may eieeiuet 

19 em13leyffient relatoel 0><13enses eonsiaoreel te ha•te seen 13aiel for tho earo ef the eh ii.el. 

20 (el The ameuAt ef emplevFReAt relates e*peAses eeAsielereel te ha•,e aeen paiel by the tai<f3a~·er is 

21 equal te the aFReunt that the tm113ayer eharges fer the ears ef a ehilel ef the saFRe age for the same nuR913er 

22 et hours of eare. The eFRpleymeAt relates OlEf3BASes apply regarelless ef whether aAy eHpeAses aetuall~· ha.,.e 

23 aeon paiel. ER1ple 1fment related ei<penses may Rot e*eeeel the aFReuAts s13eeifieel in sul:lseetien (3l (dl Iii). 

24 (el Only a ea~· earo e130rater who is lioensed anel registereel as FOE1uired in e2 2 721 is alleweel the 

25 eleeluotien under this subseetien (10). (Subsection f8} ill terminates on occurrence of contingency--sec. 

26 12, Ch. 808, L. 1991.)" 

27 

28 NEW SECTION. Section 3. Codification instruction. [Section 1] is intended to be codified as an 

29 integral part of Title 15, chapter 30, part 1, and the provisions of Title 15, chapter 30, part 1, apply to 

30 [section 1 l. 
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NEW SECTION. Section 4. Effective date •· retroactive applicability. [This act] is effective on 

2 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

3 December 31, 1996. 

4 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB 0199, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act allowing an income tax credit for household and dependent care services based on 
the internal revenue code; allowing a similar credit for employment-related expenses 
considered to have been paid for a child cared for at a licensed day-care home operated by 
the child's parent; and providing an immediate effective date and a retroactive 
applicability date. 

ASSUMPTIONS: 
1. The child and dependent care credit applies to tax years beginning after December 

31, 1996. 
2. The credit is equal to 100% of the credit allowed in section 21 of the Internal 

Revenue code. 
3. Montanans claimed a total of $5,916,070 in federal child and dependent care credits 

on 19,343 returns in tax year 1995 (IRS' Midwest Automated Compliance system). 
4. The total state child and dependent care credit that is expected to be claimed in 

fiscal years 1998 and 1999 is $2,100,000 per year. This figure is based on the 
distribution of the federal tax credit across income groups (Joint Committee on 
Taxation) and the ratio of Montana tax liability to federal tax liability by income 
group (DOR) . 

5. Repealing the current law child and dependent care deduction increases revenue an 
estimated $63,000 per year (DOR Biennial Report 1994-1996). 

6. Administrative costs include the addition of a new credit line on the income tax 
form, the deletion of a deduction line, edits and keypunch costs. Personnel 
services expenses would be $7,600(0.25 FTE) in FY98 and $1,000(0.10 FTE) in FY99. 
Operating expenses would total $8,243 in FY98 and $1,850 in FY99. Ongoing 
administrative costs would be $1,850 per year for storage and $1,000 per year for 
keypunching. 

FISCAL IMPACT: 

Expendl.tures: 
FTE 
Personnel Services 

Programming 
Keypunch (ongoing) 

Operating Expenses 
Programming (one-time) 
Storage (ongoing) 

Total 

Revenues: 
Individual Income Tax 

Repeal Deduction 
Credit 

Net Impact: 

Total (General Fund) 

QUM<iA~ 
DAELEWIS, BUDGET DIRECTOR 

FY 98 

0.25 

$7,100 
500 

$7,318 
925 

$15,843 

$63,000 
($2,100,000) 

($2,052,843) 

DATE 
Office of Budget and Program Planning 

FY 29 

0.10 

$1,000 

1,850 
$2,850 

$63,000 
($2,100,000) 

($2,039,850) 

Fiscal Note for SB 0199, as introduced 
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