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HOUSE BILL NO. 532
INTRODUCED BY R. HOLLANDSWORTH

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE INCOME TAXATION OF
INDIVIDUALS, PARTNERSHIPS, AND SUBCHAPTER S. CORPORATIONS, INCLUDING TRUSTS AND
ESTATES, TO RELATE THE STATE INDIVIDUAL INCOME TAX TO FEDERAL TAXABLE INCOME AND
IMPOSING A FLAT TAX RATE; ELIMINATING VARIOUS INDIVIDUAL AND CORPORATE LICENSE TAX
CREDITS; REQUIRING REPORTS TO THE REVENUE AND TRANSPORTATION INTERIM COMMITTEE;
PROVIDING ADJUSTMENTS TO FEDERAL TAXABLE INCOME TO INCLUDE CERTAIN INCOME; PROVIDING
ADJUSTMENTS TO FEDERAL TAXABLE INCOME TO EXCLUDE CERTAIN INCOME; ELIMINATING MOST
STATE INDIVIDUAL INCOME TAX DEDUCTIONS AND CREDITS; ELIMINATING CERTAIN CORPORATE
LICENSE TAX CREDITS; REPEALING PROVISIONS RELATING TO PUBLIC CONTRACTOR'S FEES AND
TAX; PROVIDING RULEMAKING AUTHORITY; AMENDING SECTIONS 2-18-1312, 7-14-1133, 7-14-1636,
7-21-3710, 7-34-2416, 15-1-208, 15-7-102, 15-16-101, 15-30-2101, 15-30-2102, 15-30-2103, 15-30-2104,
15-30-2113, 15-30-2151, 15-30-2153, 15-30-2320, 15-30-2328, 15-30-2329, 15-30-2501, 15-30-2512,
15-30-2602, 15-30-2605, 15-30-2606, 15-30-2618, 15-30-3003, 15-30-3004, 15-30-3005, 15-30-3312,
15-30-3313, 15-31-131, 15-31-134, 15-31-150, 15-31-151, 15-31-162, 15-31-163, 15-31-171, 15-31-172,
15-31-907, 15-31-908, 15-32-104, 15-32-106, 15-32-115, 15-32-303, 15-32-402, 15-32-404, 15-32-502,
15-32-503, 15-32-504, 15-32-505, 15-32-507, 15-32-508, 15-32-509, 15-32-510, 15-32-602, 15-32-603,
15-32-610, 15-32-701, 15-32-702, 15-32-703, 15-33-106, 15-61-202, 15-61-203, 15-62-208, 15-63-202,
16-11-110, 17-6-316, 19-2-1004, 19-17-407, 19-18-612, 19-19-504, 19-20-706, 19-21-212, 33-22-2006,
33-22-2007, 33-22-2008, 33-27-101, 33-27-102, 33-27-103, 37-4-104,47-1-111,50-51-114,53-2-211, 53-4-1103,
67-11-303, 87-2-102, AND 87-2-105, MCA; REPEALING SECTIONS 15-30-2110, 15-30-2111, 15-30-2114,
15-30-2115, 15-30-2116, 15-30-2117, 15-30-2119, 15-30-2131, 15-30-2132, 15-30-2133, 15-30-2141,
15-30-2142, 15-30-2143, 15-30-2144, 15-30-2152, 15-30-2301, 15-30-2319, 15-30-2336, 15-30-2337,
15-30-2338, 15-30-2339, 15-30-2340, 15-30-2341, 15-30-2342, 15-30-2356, 15-30-2358, 15-30-2364,
15-30-2366, 15-30-2367, 15-30-2368, 15-30-2373, 15-30-2381, 15-31-137, 15-32-109, 15-32-201, 15-32-202,
15-32-203, 15-50-101, 15-50-205, 15-50-206, 15-50-207, 15-50-301, 15-50-304, 15-50-307, 15-50-308,
15-50-309, 15-50-310, 15-50-311, 15-62-207, AND 80-12-211, MCA; AND PROVIDING A DELAYED
EFFECTIVE DATE AND AN APPLICABILITY DATE."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Reportonindividual income tax structure. The department shall provide

a report to the revenue and transportation interim committee at least once each year regarding the individual
income tax provisions of Title 15, chapter 30, part 21, and the relationship between state income tax provisions
and federal taxable income. The report must provide an analysis of the costs associated with administering the
individual income tax, administrative concerns, the number and type of taxpayers that file a state individual
income tax return, taxpayer filing status, suggestions for tax simplification, and state general fund revenue
impacts. The committee may, based on information contained in the report, make recommendations to the next

legislature on the structure of the individual income tax.

NEW SECTION. Section 2. Adjustments to federal taxable income to determine Montanataxable

income. (1) The items in subsection (2) are added to and the items in subsection (3) are subtracted from federal
taxable income to determine Montana taxable income.

(2) The following are added to federal taxable income:

(a) to the extent that it is not exempt from taxation by Montana under federal law, interest from
obligations of a territory or another state or any political subdivision of a territory or another state and
exempt-interest dividends attributable to that interest except to the extent already included in federal taxable
income;

(b) a withdrawal from a medical care savings account provided for in Title 15, chapter 61, used for a
purpose other than an eligible medical expense or long-term care of the employee or account holder or a
dependent of the employee or account holder;

(c) a nonqualified withdrawal from a family education savings account provided for in Title 15, chapter
62, to the extent that in any tax year beginning before January 1, 2014, it was deducted from income in calculating
Montana individual income taxes;

(d) awithdrawal from a first-time home buyer savings account provided for in Title 15, chapter 63, used
for a purpose other than for eligible costs for the purchase of a single-family residence; and

(e) an item of income, deduction, or expense to the extent that it was used to calculate federal taxable
income if the item was also used to calculate a credit against a Montana income tax liability.

Legislative
Services -2- Authorized Print Version - HB 532
Division



63rd Legislature HB0532.01

© 0 N oo o B~ w N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(3) To the extent included as income or gain or not already excluded as a deduction or expense in
determining federal taxable income, the following are subtracted from federal taxable income:

(a) if exempt from taxation by Montana under federal law:

(i) interest from obligations of the United States government and exempt-interest dividends attributable
to that interest;

(ii) railroad retirement benefits;

(b) salary received from the armed forces by residents who entered into active duty from Montana and
are serving on active duty in the regular armed forces;

(c) interest and other income retained in a medical care savings account provided for in Title 15, chapter
61, and any withdrawal for payment of eligible medical expenses or for the long-term care of the employee or
account holder or a dependent of the employee or account holder;

(d) interest and other income related to contributions that were made prior to January 1, 2014, that are
retained in a family education savings account provided for in Title 15, chapter 62, and any qualified withdrawal
for payment of qualified higher education expenses; and

(e) interest and other income retained in a first-time home buyer savings account provided for in Title
15, chapter 63, and any withdrawal for payment of eligible costs for the first-time purchase of a single-family

residence.

Section 3. Section 2-18-1312, MCA, is amended to read:

"2-18-1312. Tax exemption. Employer contributions into an account, the accumulation of interest or
other earnings in an account, and payments from an account for qualified health care expenses are tax-exempt;
as provided #—15-36-2116-and under applicable federal laws and regulations to the extent that the plan is

qualified under applicable sections of the Internal Revenue Code."

Section 4. Section 7-14-1133, MCA, is amended to read:

"7-14-1133. Bonds and obligations. (1) Except for providing financial support to a private development
organization, including a corporation organized under Title 32, chapter 4, whose purpose is to advance the
economic development of its jurisdiction and of the state and its citizens, an authority may borrow money for any
of its corporate purposes and issue bonds, including refunding bonds, for any of its corporate purposes. The
bonds may be in the form and upon terms as it determines, payable out of any revenue of the authority, including
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revenue derived from:

(a) any port or transportation and storage facility;

(b) taxes levied pursuant to 7-14-1131 or 67-10-402;

(c) grants or contributions from the federal government; or

(d) other sources.

(2) The bonds may be issued by resolution of the authority, without an election and without any limitation
of amount, except that bonds may not be issued at any time if the total amount of principal and interest to become

due in any year on the bonds and on any ther-ettstanding then-outstanding bonds for which revenue from the

same source is pledged exceeds the amount of revenue to be received in that year, as estimated in the resolution
authorizing the issuance of the bonds. The authority shall take all action necessary and possible to impose,
maintain, and collect rates, charges, and rentals and to request taxes, if any are pledged, sufficient to make the
revenue from the pledged source in stch that year at least equal to the amount of principal and interest due in
that year.

(3) The bonds may be sold at public or private sale and may bear interest as provided in 17-5-102.
Except as otherwise provided in this part, any bonds issued pursuant to this part by an authority may be payable
as to principal and interest solely from revenue of the authority or from particular port, transportation, storage,
or other facilities of the authority. The bonds must state on their face the applicable limitations or restrictions
regarding the source from which principal and interest are payable.

(4) Bonds issued by an authority, county, or municipality pursuant to the provisions of this part are
declared to be issued for an essential public and governmental purpose by a political subdivision withif-the

(5) (a) For the security of bonds, the authority, county, or municipality may by resolution make and enter
into any covenant, agreement, or indenture and may exercise any additional powers authorized to be exercised
by a municipality under Title 7, chapter 7, parts 44 and 45. The sums required from time to time to pay principal
and interest and to create and maintain a reserve for the bonds may be paid from any revenue referred to in this
part, prior to the payment of current costs of operation and maintenance of the facilities.

(b) As further security for the bonds, the authority, with the approval of the governing body of the county
or municipality that created the authority, may pledge, lease, sell, mortgage, or grant a security interest in all or
any portion of its port, transportation, storage, or other facilities, whether or not the facilities are financed by the
bonds. The instrument effecting the pledge, lease, sale, mortgage, or security interest may contain any
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agreements and provisions customarily contained in instruments securing bonds, as the commissioners of the
authority consider advisable. The provisions must be consistent with this part and are subject to and must be in
accordance with the laws of this state governing mortgages, trust indentures, security agreements, or
instruments. The instrument may provide that in the event of a default in the payment of principal or interest on
the bonds or in the performance of any agreement contained in the proceedings authorizing the bonds or
instrument, the payment or performance may be enforced by mandamus or by the appointment of a receiver in
equity. The receiver may collect charges, rental, or fees and may apply the revenue from the mortgaged property
or collateral in accordance with the proceedings or the provisions of the instrument.

(6) Nothing in this-seetiofror 7-14-1134 or this section may be construed to limit the use of port authority
revenue, including federal and state money as described in 7-14-1136, to make grants and loans or to otherwise
provide financial and other support to private development organizations, including corporations organized under
the provisions of the development corporation act in Title 32, chapter 4. The credit of the state, county, or
municipal geveraments government or their agencies or authorities may not be pledged to provide financial

support to the development organizations.”

Section 5. Section 7-14-1636, MCA, is amended to read:

"7-14-1636. Bonds and obligations. (1) An authority may borrow money for any of its corporate
purposes and issue bonds for its purposes, including refunding bonds, in a form and upon terms &s that it
determines, payable out of any revenue of the authority, including revenue derived from:

(a) arailroad,;

(b) taxes levied pursuant to 7-14-1632;

(c) grants or contributions from the federal government; or

(d) other sources.

(2) The bonds may be issued by resolution of the authority, without an election and without any limitation
of amount, except that bonds may not be issued at any time if the total amount of principal and interest to become
due in a year on the bonds and on any then-outstanding bonds for which revenue from the same source is
pledged exceeds the amount of the revenue to be received in that year, as estimated in the resolution authorizing
the issuance of the bonds. The authority shall take all action necessary and possible to impose, maintain, and
collect rates, charges, and rentals and to request taxes, if any are pledged, sufficient to make the revenue from
the pledged source in the year at least equal to the amount of principal and interest due in that year.
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(3) The bonds may be sold at public or private sale and may bear interest as provided in 17-5-102.
Bonds issued by an authority pursuant to this part may be payable as to principal and interest solely from revenue
of the authority and must state on their face the applicable limitations or restrictions regarding the source from
which the principal and interest are payable.

(4) Bonds issued by an authority pursuant to the provisions of this part are declared to be issued for an
essential public and governmental purpose by a political subdivision within-the-meaning-of-15-36-2116(2)(a).

(5) For the security of the bonds, the authority may by resolution make and enter into any covenant,
agreement, or indenture and may exercise any additional powers authorized to be exercised by a municipality
under Title 7, chapter 7, parts 44 and 45. The sums required from time to time to pay principal and interest and
to create and maintain a reserve for the bonds may be paid from the revenue referred to in this part, prior to the

payment of current costs of operation and maintenance of the facilities."

Section 6. Section 7-21-3710, MCA, is amended to read:

"7-21-3710. Tax credits for employers in empowerment zone. (1) There is allowed to an employer
a credit against taxes imposed under $5-36-2463; 15-31-121, 15-31-122, or 33-2-705 for an increase in net
employees as provided in this section.

(2) To be eligible for a credit under this section, the owner of a business located in an empowerment
zone:

(a) shall conduct a business in a facility within the empowerment zone in which retail sales of tangible
personal property, other than that manufactured in the business facility, are not in excess of 10% of the business
conducted in the facility, whether measured by number of employees doing retail sales, by square footage, or
by dollar volume; and

(b) shall increase employment in the empowerment zone with employees:

(i) who are employed for at least 1,750 hours a year in permanent employment intended to last at least
3 years;

(i) who were not employed by the business in the preceding 12 months;

(iii) at least 35% of whom were residents of the county in which the empowerment zone is located at the
time they were hired by the business;

(iv) who are provided a health benefit plan for employees in accordance with 33-22-1811(3)(d) of which
at least 50% of the premium is paid by the business; and
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(v) who are paid for job duties performed at the empowerment zone location of the business.

(3) (a) For the purposes of subsection (2)(b)(i), an employee hired in the last 90 days of a year is
considered to be an employee beginning employment in the following year. If an employee terminates
employment, a replacement employee may be hired and the credit for the combined length of time may be
claimed.

(b) For the purposes of subsection (2)(b)(iii), if an employee for whom a credit was claimed and who
counted as an empowerment zone county resident for credit eligibility in either of the immediate 2 preceding years
terminates employment, the replacement employee must have been a resident of the county in which the
empowerment zone is located at the time the replacement employee is hired.

(4) An employer shall apply for certification to claim a credit under the provisions of this section. The
department shall require a report that contains detailed information to determine whether an employer qualifies
under subsections (2) and (3). The information must be detailed enough for auditing purposes. The department
is authorized to inspect employers applying for certification or who have obtained certification.

(5) The department shall certify to the department of revenue or the state auditor's office, as applicable,
whether a business may claim a credit under the provisions of this section as well as how many additional

employees qualify and the year of initial employment of qualifying employees.”

Section 7. Section 7-34-2416, MCA, is amended to read:
"7-34-2416. Tax-exempt status of bonds. Bonds issued by a county pursuant to the provisions of

7-34-2411 and 7-34-2413 through 7-34-2418 are declared to be issued for an essential public and governmental
purpose by a political subdivision withifrthe-meaning-of-15-36-2116(2)(a)."

Section 8. Section 15-1-208, MCA, is amended to read:

"15-1-208. Signature alternatives for electronically filed returns. For purposes of Title 15, chapters
1, 2, 6 through 10, 15 through 18, 23, 24, 30 through 33, 35 through 38, 44, 56; 51, 53, 59 through 61, and 65,
and Title 16, chapter 11, the director of revenue, and for the purposes of Title 15, chapter 70, the director of the
department of transportation, may prescribe, by rule, methods for signing, subscribing, or verifying electronically
filed tax returns. Returns electronically filed in accordance with the methods adopted by rule have the same

validity and consequences as physical forms signed by a taxpayer."
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Section 9. Section 15-7-102, MCA, is amended to read:

"15-7-102. Notice of classification and appraisal to owners -- appeals. (1) (a) Except as provided
in 15-7-138, the department shall mail to each owner or purchaser under contract for deed a notice of the
classification of the land owned or being purchased and the appraisal of the improvements on the land only if one
or more of the following changes pertaining to the land or improvements have been made since the last notice:

(i) change in ownership;

(ii) change in classification;

(i) except as provided in subsection (1)(b), change in valuation; or

(iv) addition or subtraction of personal property affixed to the land.

(b) After the first year, the department is not required to mail the notice provided for in subsection
(D) (a)(iii) if the change in valuation is the result of an annual incremental change in valuation caused by the
phasing in of a reappraisal under 15-7-111 or the application of the exemptions under 15-6-222 or caused by an
incremental change in the tax rate.

(c) The notice must include the following for the taxpayer's informational purposes:

(i) a notice of the availability of all the property tax assistance programs available to property taxpayers,
including the property tax assistance program under 15-6-134, the extended property tax assistance program
under 15-6-193, and the disabled or deceased veterans' residence exemption under 15-6-211;andtheresidentiat
propetty-texcreditfor-the—eldery-under15-36-233+through15-36-2341;

(ii) the total amount of mills levied against the property in the prior year; and

(i) a statement that the notice is not a tax bill.

(d) When the department uses an appraisal method that values land and improvements as a unit,
including the comparable sales method for residential condominiums or the income method for commercial
property, the notice must contain a combined appraised value of land and improvements.

(e) Any misinformation provided in the information required by subsection (1)(c) does not affect the
validity of the notice and may not be used as a basis for a challenge of the legality of the notice.

(2) (a) Except as provided in subsection (2)(c), the department shall assign each assessment to the
correct owner or purchaser under contract for deed and mail the notice of classification and appraisal on a
standardized form, adopted by the department, containing sufficient information in a comprehensible manner
designed to fully inform the taxpayer as to the classification and appraisal of the property and of changes over
the prior tax year.
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(b) The notice must advise the taxpayer that in order to be eligible for a refund of taxes from an appeal
of the classification or appraisal, the taxpayer is required to pay the taxes under protest as provided in 15-1-402.

(c) The department is not required to mail the notice of classification and appraisal to a new owner or
purchaser under contract for deed unless the department has received the transfer certificate from the clerk and
recorder as provided in 15-7-304 and has processed the certificate before the notices required by subsection
(2)(a) are mailed. The department shall notify the county tax appeal board of the date of the mailing.

(3) (a) If the owner of any land and improvements is dissatisfied with the appraisal as it reflects the
market value of the property as determined by the department or with the classification of the land or
improvements, the owner may request an assessment review by submitting an objection in writing to the
department on forms provided by the department for that purpose. For property other than class three property
described in 15-6-133, class four property described in 15-6-134, and class ten property described in 15-6-143,
the objection must be submitted within 30 days after receiving the notice of classification and appraisal from the
department. For class three property described in 15-6-133, class four property described in 15-6-134, and class
ten property described in 15-6-143, the objection may be made at any time but only once each valuation cycle.

(b) For properties valued using sales price or the capitalization of net income method as an indication
of value, the form must include a provision that the objector agrees to confidentiality requirements for receipt of
comparable sales data from information received from realty transfer certificates under 15-7-308. Within 4 weeks
of submitting an objection, if the objection relates to residential and commercial property, the department shall
provide the objector by posted mail or e-mail, unless the objector waives receiving the information, with:

(i) data from comparable sales used by the department to value the property;

(ii) the methodology and sources of data used by the department in the valuation of the property; and

(iii) if the department uses a blend of evaluations developed from various sources, the reasons that the
methodology was used.

(c) For properties valued using the capitalization of net income method as one approximation of market
value, notice must be provided that the taxpayer will be given a form to acknowledge confidentiality requirements
for the receipt of all aggregate model output that the department used in the valuation model for the property.

(d) The review must be conducted informally and is not subject to the contested case procedures of the
Montana Administrative Procedure Act. As a part of the review, the department may consider the actual selling
price of the property, independent appraisals of the property, and other relevant information presented by the
taxpayer in support of the taxpayer's opinion as to the market value of the property. The department shall give
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reasonable notice to the taxpayer of the time and place of the review.

(e) After the review, the department shall determine the correct appraisal and classification of the land
or improvements and notify the taxpayer of its determination. The department may not determine an appraised
value that is higher than the value that was the subject of the objection unless the reason for an increase was
the result of a physical change in the property or caused by an error in the description of the property that is kept
by the department and used for calculating the appraised value. In the notification, the department shall state its
reasons for revising the classification or appraisal. When the proper appraisal and classification have been
determined, the land must be classified and the improvements appraised in the manner ordered by the
department.

(4) Whether a review as provided in subsection (3) is held or not, the department may not adjust an
appraisal or classification upon the taxpayer's objection unless:

(a) the taxpayer has submitted an objection in writing; and

(b) the department has stated its reason in writing for making the adjustment.

(5) Ataxpayer's written objection to a classification or appraisal and the department's notification to the
taxpayer of its determination and the reason for that determination are public records. The department shall make
the records available for inspection during regular office hours.

(6) If any property owner feels aggrieved by the classification or appraisal made by the department after
the review provided for in subsection (3), the property owner has the right to first appeal to the county tax appeal
board and then to the state tax appeal board, whose findings are final subject to the right of review in the courts.
The appeal to the county tax appeal board must be filed within 30 days after notice of the department's
determination is mailed to the taxpayer. A county tax appeal board or the state tax appeal board may consider
the actual selling price of the property, independent appraisals of the property, and other relevant information
presented by the taxpayer as evidence of the market value of the property. If the county tax appeal board or the
state tax appeal board determines that an adjustment should be made, the department shall adjust the base value

of the property in accordance with the board's order."

Section 10. Section 15-16-101, MCA, is amended to read:

"15-16-101. Treasurer to publish notice -- manner of publication. (1) Within 10 days after the receipt
of the property tax record, the county treasurer shall publish a notice specifying:

(a) that one-half of all taxes levied and assessed will be due and payable before 5 p.m. on the next
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November 30 or within 30 days after the notice is postmarked and that unless paid prior to that time the amount
then due will be delinquent and will draw interest at the rate of 5/6 of 1% a month from the time of delinquency
until paid and 2% will be added to the delinquent taxes as a penalty;

(b) that one-half of all taxes levied and assessed will be due and payable on or before 5 p.m. on the next
May 31 and that unless paid prior to that time the taxes will be delinquent and will draw interest at the rate of 5/6
of 1% a month from the time of delinquency until paid and 2% will be added to the delinquent taxes as a penalty;
and

(c) the time and place at which payment of taxes may be made.

(2) (a) The county treasurer shall send to the last-known address of each taxpayer a written notice,
postage prepaid, showing the amount of taxes and assessments due for the current year and the amount due
and delinquent for other years. The written notice must include:

(i) the taxable value of the property;

(ii) the total mill levy applied to that taxable value;

(iii) itemized city services and special improvement district assessments collected by the county;

(iv) the number of the school district in which the property is located;

(v) the amount of the total tax due that is levied as city tax, county tax, state tax, school district tax, and
other tax; and

(vi) a notice of the availability of all the property tax assistance programs available to property taxpayers,
including the property tax assistance program under 15-6-134, the extended property tax assistance program
under 15-6-193, and the disabled or deceased veterans' residence exemption under 15-6-211anathet+esidentiat

(b) If the property is the subject of a tax lien sale for which a tax lien sale certificate has been issued
under 15-17-212, the notice must also include, in a manner calculated to draw attention, a statement that the
property is the subject of a tax lien sale and that the taxpayer may contact the county treasurer for complete
information.

(3) The municipality shall, upon request of the county treasurer, provide the information to be included
under subsection (2)(a)(iii) ready for mailing.

(4) The notice in every case must be published once a week for 2 weeks in a weekly or daily newspaper
published in the county, if there is one, or if there is not, then by posting it in three public places. Failure to publish
or post notices does not relieve the taxpayer from any tax liability. Any failure to give notice of the tax due for the
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current year or of delinquent tax will not affect the legality of the tax.
(5) If the department revises an assessment that results in an additional tax of $5 or less, an additional

tax is not owed and a new tax bill does not need to be prepared.”

Section 11. Section 15-30-2101, MCA, is amended to read:

"15-30-2101. Definitions. For the purpose of this chapter, unless otherwise required by the context, the

following definitions apply:

2)(1) "Consumer price index" means the consumer price index, United States city average, for all items,

for all urban consumers (CPI-U), using the 1982-84 base of 100, as published by the bureau of labor statistics
of the U.S. department of labor.

3)(2) "Corporation” or "C. corporation” means a corporation, limited liability company, or other entity:

(a) thatis treated as an association for federal income tax purposes;

(b) for which a valid election under section 1362 of the Internal Revenue Code (26 U.S.C. 1362) is not
in effect; and

(c) thatis not a disregarded entity.

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

5)(4) "Disregarded entity" means a business entity:

() that is disregarded as an entity separate from its owner for federal tax purposes, as provided in
United States treasury regulations 301.7701-2 or 301.7701-3, 26 CFR 301.7701-2 or 26 CFR 301.7701-3, or as
those regulations may be labeled or amended; or

(b) thatis a qualified subchapter S. subsidiary that is not treated as a separate corporation, as provided
in section 1361(b)(3) of the Internal Revenue Code (26 U.S.C. 1361(b)(3)).

6)(5) "Dividend" means:
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(a) any distribution made by a C. corporation out of its earnings and profits to its shareholders or
members, whether in cash or in other property or in stock of the corporation, other than stock dividends; and
(b) any distribution made by an S. corporation treated as a dividend for federal income tax purposes.

(6) "Federal adjusted gross income" means adjusted gross income as defined in section 62 of the

Internal Revenue Code (26 U.S.C. 62).

(7) _"Federal taxable income", when referring to an individual, means taxable income as defined and

described in section 63 of the Internal Revenue Code (26 U.S.C. 63) and, when referring to a trust or estate,

means taxable income as defined and described in Subtitle A, Chapter 1, Subchapter J., of the Internal Revenue

Code.

A(8) "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.

£8)(9) "Foreign C. corporation” means a corporation that is not engaged in or doing business in Montana,
as provided in 15-31-101.

{9(10) "Foreign government" means any jurisdiction other than the one embraced within the United

States, its territories, and its possessions.

(11) "Head of household" means a head of household as defined and described in section 2(b) of the

Internal Revenue Code (26 U.S.C. 2(b)).

1) (12) "Inflation factor" means a number determined for each tax year by dividing the consumer price
index for June of the tax year by the consumer price index for June 2005.

2(13) "Information agents" includes all individuals and entities acting in whatever capacity, including
lessees or mortgagors of real or personal property, fiduciaries, brokers, real estate brokers, employers, and all
officers and employees of the state or of any municipal corporation or political subdivision of the state, having the
control, receipt, custody, disposal, or payment of interest, rent, salaries, wages, premiums, annuities,
compensations, remunerations, emoluments, or other fixed or determinable annual or periodical gains, profits,
and income with respect to which any person or fiduciary is taxable under this chapter.

43)(14) "Internal Revenue Code" means the Internal Revenue Code of 1986, as amended, or as it may
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be labeled or further amended. References to specific provisions of the Internal Revenue Code mean those
provisions as they may be otherwise labeled or further amended.

(15) "Joint return" means a single return made jointly by a married individual with that individual's spouse.

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

5)(17) "Limited liability company" means a limited liability company, a domestic limited liability company,
or a foreign limited liability company as defined in 35-8-102.

46)(18) "Limited liability partnership" means a limited liability partnership as defined in 35-10-102.

A (19) "Lottery winnings" means income paid either in lump sum or in periodic payments to:

(a) aresident taxpayer on a lottery ticket; or

(b) a nonresident taxpayer on a lottery ticket purchased in Montana.

(20) "Married individual" means a married individual as defined and described in section 7703 of the

Internal Revenue Code (26 U.S.C. 7703).

8)(21) (a) "Montana source income" means:

(i) wages, salary, tips, and other compensation for services performed in the state or while a resident
of the state;

(ii) gain attributable to the sale or other transfer of tangible property located in the state, sold or otherwise
transferred while a resident of the state, or used or held in connection with a trade, business, or occupation
carried on in the state;

(i) gain attributable to the sale or other transfer of intangible property received or accrued while a
resident of the state;

(iv) interest received or accrued while a resident of the state or from an installment sale of real property
or tangible commercial or business personal property located in the state;

(v) dividends received or accrued while a resident of the state;

(vi) net income or loss derived from a trade, business, profession, or occupation carried on in the state
or while a resident of the state;

(vii) net income or loss derived from farming activities carried on in the state or while a resident of the
state;

(viii) net rents from real property and tangible personal property located in the state or received or
accrued while a resident of the state;

(iX) net royalties from real property and from tangible real property to the extent the property is used in

Legislative
Services -14 - Authorized Print Version - HB 532
Division



63rd Legislature HB0532.01

© 0 N oo o B~ w N

W N DN N DN N DN DN D DN DN P PP R, R, R, R, R
o © 00 N o 0o A~ WN B O 0o 00N o o0~ N+ o

the state or the net royalties are received or accrued while a resident of the state. The extent of use in the state
is determined by multiplying the royalties by a fraction, the numerator of which is the number of days of physical
location of the property in the state during the royalty period in the tax year and the denominator of which is the
number of days of physical location of the property everywhere during all royalty periods in the tax year. If the
physical location is unknown or unascertainable by the taxpayer, the property is considered used in the state in
which it was located at the time the person paying the royalty obtained possession.

(x) patent royalties to the extent the person paying them employs the patent in production, fabrication,
manufacturing, or other processing in the state, a patented product is produced in the state, or the royalties are
received or accrued while a resident of the state;

(xi) net copyright royalties to the extent printing or other publication originates in the state or the royalties
are received or accrued while a resident of the state;

(xii) partnership income, gain, loss, deduction, or credit or item of income, gain, loss, deduction, or credit:

(A) derived from a trade, business, occupation, or profession carried on in the state;

(B) derived from the sale or other transfer or the rental, lease, or other commercial exploitation of
property located in the state; or

(C) taken into account while a resident of the state;

(xiii) an S. corporation's separately and nonseparately stated income, gain, loss, deduction, or credit or
item of income, gain, loss, deduction, or credit:

(A) derived from a trade, business, occupation, or profession carried on in the state;

(B) derived from the sale or other transfer or the rental, lease, or other commercial exploitation of
property located in the state; or

(C) taken into account while a resident of the state;

(xiv) social security benefits received or accrued while a resident of the state;

(xv) taxable individual retirement account distributions, annuities, pensions, and other retirement benefits
received while a resident of the state;

(xvi) any other income attributable to the state, including but not limited to lottery winnings, state and
federal tax refunds, nonemployee compensation, recapture of tax benefits, and capital loss addbacks; and

(xvii) in the case of a nonresident who sells the nonresident's interest in a publicly traded partnership
doing business in Montana, the gain described in section 751 of the Internal Revenue Code, 26 U.S.C. 751,
multiplied by the Montana apportionment factor. If the net gain or loss resulting from the use of the apportionment
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factor as provided in this subsection (8)taytxvity (21)(a)(xvii) does not fairly and equitably represent the
nonresident taxpayer's business activity interest, then the nonresident taxpayer may petition for, or the
department may require with respect to any and all of the partnership interest, the employment of another method
to effectuate an equitable allocation or apportionment of the nonresident's income. This subsection {38){a){x¢vit)
(21)(a)(xvii) is intended to preserve the rights and privileges of a nonresident taxpayer and align those rights with
taxpayers who are afforded the same rights under 15-1-601 and 15-31-312.

(b) The term does not include:

(i) compensation for military service of members of the armed services of the United States who are not
Montana residents and who are residing in Montana solely by reason of compliance with military orders and does
not include income derived from their personal property located in the state except with respect to personal
property used in or arising from a trade or business carried on in Montana; or

(ii) interest paid on loans held by out-of-state financial institutions recognized as such in the state of their
domicile, secured by mortgages, trust indentures, or other security interests on real or personal property located
in the state, if the loan is originated by a lender doing business in Montana and assigned out-of-state and there
is no activity conducted by the out-of-state lender in Montana except periodic inspection of the security.

(22) "Montana taxable income" means federal taxable income as determined for federal income tax

purposes and adjusted as provided in [section 2].

26)(23) "Nonresident" means a natural person who is not a resident.

21)(24) "Paid"

or paid or incurred, and the terms "paid or accrued" and "paid or incurred" must be construed according to the

method of accounting upefthe-basts-of-which-the used to compute federal taxable income ts-compttedtnder
this-chapter.

22)(25) "Partner" means a member of a partnership or a manager or member of any other entity; if

means paid or accrued

treated as a partner for federal income tax purposes.
23)(26) "Partnership" means a general or limited partnership, limited liability partnership, limited liability
company, or other entity; if treated as a partnership for federal income tax purposes.
24)(27) "Pass-through entity" means a partnership, an S. corporation, or a disregarded entity.
25)(28) "Pension and annuity income" means:
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(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 (26 U.S.C. 401), or systematic payments received as the
result of contributions made to a qualified pension plan that are paid to the recipient or recipient's beneficiary upon
the cessation of employment;

(b) payments received as the result of past service and cessation of employment in the uniformed
services of the United States;

(c) lump-sum distributions from pension or profit-sharing 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 (26 U.S.C. 401 through 408) to the
extent that the distributions are not considered to be premature distributions for federal income tax purposes; or

(e) amounts received from fully matured, privately purchased annuity contracts after cessation of regular
employment.

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

27A(30) "Received"

received or accrued, and the term "received or accrued" must be construed according to the method of

accounting wpefnthe-basis-of- whichthe used to compute federal taxable income iseompttedunderthischapter.

28)(31) "Resident" applies only to natural persons and includes, for the purpose of determining liability

to the tax imposed by this chapter with reference to the income of any taxable year, any person domiciled in the
state of Montana and any other person who maintains a permanent place of abode within the state even though
temporarily absent from the state and who has not established a residence elsewhere.

29(32) "S. corporation” means an incorporated entity for which a valid election under section 1362 of
the Internal Revenue Code (26 U.S.C. 1362) is in effect.

£36)(33) "Stock dividends" means new stock issued, for surplus or profits capitalized, to shareholders in
proportion to their previous holdings.

(34) "Surviving spouse" means a surviving spouse as defined and described in section 2(a) of the Internal

Revenue Code (26 U.S.C. 2(a)).

31)(35) "Tax year" means the taxpayer's taxable year for federal income tax purposes.
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£33)(36) "Taxpayer" includes any person, entity, or fiduciary, resident or nonresident, subject to a tax or
other obligation imposed by this chapter and unless otherwise specifically provided does not include a C.

corporation.”

Section 12. Section 15-30-2102, MCA, is amended to read:

"15-30-2102. Construction of retincome. For the purpose of raising revenue, the fetincome required
to be shown on returns under this chapter and taken as the basis for determining the tax heretndershatt may
not be classified or held or construed to be property. Allincome except what has been expressly exempted under

the provisions of the Internal Revenue Code or this chapter and income not permitted to be taxed under the

constitution of this state or the constitution or laws of the United States shatt must be included and considered

in determining the ret income of taxpayers subject to tax within the previsien provisions of this chapter.”

Section 13. Section 15-30-2103, MCA, is amended to read:

"15-30-2103. Rate of tax. {4y There must be levied, collected, and paid for each tax year upon the

Montana taxable income of each taxpayer subject to this tax;—aftermaking—alowancefor-exemptions—and
tdeductions-asprovided-n-this chapter, a tax on the-brackets-of Montana taxable income as-foltews: of 5.5%.

Section 14. Section 15-30-2104, MCA, is amended to read:

"15-30-2104. Tax on nonresident. (1) (a) A tax is imposed upon each nonresident individual, estate,
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or trust equal to the tax computed under 15-30-2103 as if the nonresident individual, estate, or trust were a

resident during the entire tax year, multiplied by the ratio of Montana source income to totat federal taxable
income from-alt-sottrees.

(b) This subsection (1) does not permit any items of income, gain, loss, deduction, expense, or credit
to be counted more than once in determining the amount of Montana source income, and the department may
adopt rules that are reasonably necessary to prevent duplication or to provide for allocation of particular items
of income, gain, loss, deduction, expense, or credit.

(2) Pursuant to the provisions of Article Ill, section 2, of the Multistate Tax Compact, each 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. The tax is in lieu of the tax imposed
under 15-30-2103 and subsection (1)(a) of this section. The gross volume of sales made in Montana during the
tax year must be determined according to the provisions of Article IV, sections 16 and 17, of the Multistate Tax

Compact."

Section 15. Section 15-30-2113, MCA, is amended to read:

"15-30-2113. Determination of status -- effect of federal maritat status elections. For purposes of

this chapter:

(1) the determination of

mate-asofthetimeofdeath marital status, dependent status, status as an association, partnership, or individual,

and any other status must be made as provided in the Internal Revenue Code; and

(2) the status that a taxpayer claims or elects in a federal income tax return with respect to the taxpayer

or another individual or that the taxpayer or other individual is determined to have for federal income tax purposes

conclusively determines the status of that individual; and

(3)_a joint Montana individual income tax return must be filed for any tax year for which a joint federal

income tax return is filed unless one of the individuals is a nonresident."
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Section 16. Section 15-30-2151, MCA, is amended to read:

"15-30-2151. Tax on beneficiaries or fiduciaries of estates or trusts. (1) A tax mustbe is imposed

tpon-either on the fiduciaries er and the beneficiaries of estates and trusts as-provided-f-thissection,exceptto

manner and to the same extent as federal income tax is imposed on them under the Internal Revenue Code.

(2) The fiduciary is responsible for making the return of income for the estate or trust for which the

fiduciary acts, whether the fiduciary or the beneficiaries are taxabte responsible for the payment of the tax with

reference to the income of the estate or trust. treasestndersubsections{{arand{{d)ythe The fiduciary shall

include in the return a statement of each beneficiary's distributive share of netincome, whether or not distributed

before the close of the tax year for which the return is made, and at the request of the department shall furnish

a copy of the federal income tax return for the estate or trust as provided in 15-30-2619. The department may

require a fiduciary of an estate or trust to provide a copy of the federal schedule of the beneficiary's share of

income, deductions, and credits when filing the Montana individual income tax return.

(3) reasesunderstubsections{Hfa{b)and{(){e)the The tax mustbe imposed upon on the
fiduciary of the estate or trust with-respectto-thenetincome-of-the—estate-ortrust-ant must be paid by the

ﬁdUCiary. he-taxpayetr'shetincomeforthetaxyearoftheestateo oSS COMPUeGHPoO e 0aSISOrape
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Section 17. Section 15-30-2153, MCA, is amended to read:

"15-30-2153. Determination of tax of estates and trusts. The amount of tax mustbe is determined
from Montana taxable income of an estate or trust in—the—same—manner—as—the—tax-on—taxable—income—of
trdividtats; by applying the rates rate contained in 15-30-2103. Credits allowed to individuals under Title 15,

chapter 30, also apply to estates and trusts when applicable."

Section 18. Section 15-30-2320, MCA, is amended to read:

"15-30-2320. Credit for alternative fuel motor vehicle conversion. (1) (a) Except as provided in
subsection (1)(b), an-inrdividtal; a corporation, aparthetrship,or-a—smat-business—corporation as defined in
45-36-3361 15-31-101, is allowed a tax credit against taxes imposed by +5-36-2463-6+ 15-31-101 for equipment
and labor costs incurred to convert a motor vehicle licensed in Montana to operate on alternative fuel.

(b) A seller of alternative fuel may not receive a credit for converting its own vehicles to the alternative
fuel that it sells.

(2) The maximum credit a taxpayer may claim in a year under this section is an amount equal to 50%
of the equipment and labor costs incurred but the credit may not exceed:

(&) $500 for conversion of a motor vehicle with a gross weight of 10,000 pounds or less; or
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(b) $1,000 for conversion of a motor vehicle with a gross vehicle weight over 10,000 pounds.

(3) For the purposes of this section, "alternative fuel" means:

(a) natural gas;

(b) liquefied petroleum gas;

(c) liquefied natural gas;

(d) hydrogen;

(e) electricity; or

() any other fuel if at least 85% of the fuel is methanol, ethanol or other alcohol, ether, or any
combination of them.

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

(b) There is no carryback or carryforward of the credit permitted under this section, and the credit must

be applied in the year the conversion is made, as determined by the taxpayer's accounting method."

Section 19. Section 15-30-2328, MCA, is amended to read:

"15-30-2328. (Temporary) Credit for contributions to qualified endowment -- recapture of credit
-- deduction included as income. (1) A taxpayer is allowed a tax credit against the taxes imposed by
15-30-2103 or 15-31-101 in an amount equal to 40% of the present value of the aggregate amount of the
charitable gift portion of a planned gift made by the taxpayer during the year to any qualified endowment. The

maximum credit that may be claimed by a taxpayer for contributions made from all sources in a year is $10,000.

The credit allowed under this section may not exceed the taxpayer's income tax liability.

3)(2) Thereis no carryback or carryforward of the credit permitted under this section, and the credit must
be applied to the tax year in which the contribution is made.

#)(3) If during any tax year a charitable gift is recovered by the taxpayer, the taxpayer shall:

(a) include as income the amount deducted in any prior year that is attributable to the charitable gift to
the extent that the deduction reduced the taxpayer's individual income tax or corporation license tax; and

(b) increase the amount of tax due under 15-30-2103 or 15-31-101 by the amount of the credit allowed
in the tax year in which the credit was taken. (Terminates December 31, 2013--sec. 7, Ch. 4, L. 2005; secs. 2,
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3, 4, 7(2), Ch. 208, L. 2007.)"

Section 20. Section 15-30-2329, MCA, is amended to read:

"15-30-2329. (Temporary) Beneficiaries of estates -- credit for contribution to qualified
endowment. A contribution to a qualified endowment, as defined in 15-30-2327, by an estate qualifies for the
credit provided in 15-30-2328 if the contribution is a planned gift or in 15-31-161 if the contribution is an outright
gift to a qualified endowment. Any credit not used by the estate may be attributed to each beneficiary of the estate
in the same proportion used to report the beneficiary's income from the estate for Montana income tax purposes.
The maximum amount of credit that a beneficiary may claim is $10,000, stbjeettothetimitationin5-30-2328(2);
and the credit must be claimed in the year in which the contribution is made. The credit may not be carried

forward or carried back. (Terminates December 31, 2013--secs. 2, 3, Ch. 208, L. 2007.)"

Section 21. Section 15-30-2501, MCA, is amended to read:

"15-30-2501. Definitions. When used in 15-30-2501 through 15-30-2509, the following definitions apply:

(1) (a) "Employee" means:

(i) anindividual who performs services for another individual or an organization having the right to control
the employee as to the services to be performed and as to the manner of performance;

(i) an officer, employee, or elected public official of the United States, the state of Montana, or any
political subdivision of the United States or Montana or any agency or instrumentality of the United States, the
state of Montana, or a political subdivision of the United States or Montana;

(iii) an officer of a corporation;

(iv) all classes, grades, or types of employees including minors and aliens, superintendents, managers,
and other supervisory personnel.

(b) The term does not include a sole proprietor performing services for the sole proprietorship.

(2) "Employer" means:

(a) the person for whom an individual performs or performed any service, of whatever nature, as an
employee of the person or, if the person for whom the individual performs or performed the services does not
have control of the payment of wages for the services, the person having control of the payment of wages;

(b) any individual or organization that has or had in its employ one or more individuals performing
services for it within this state, including:
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(i) a state government and any of its political subdivisions or instrumentalities;

(i) a partnership, association, trust, estate, joint-stock company, insurance company, limited liability
company, or domestic or foreign corporation;

(i) a receiver, trustee, including a trustee in bankruptcy, or the trustee's successor; or

(iv) a legal representative of a deceased person; or

(c) any person found to be an employer under Title 39, chapter 51, for unemployment insurance
purposes, or under Title 39, chapter 71, for workers' compensation purposes.

(3) "Lookback period" means the 12-month period ending the preceding June 30.

(4) "Sole proprietor" means an individual doing business in a noncorporate form and includes the
member of a single-member limited liability company that is a disregarded entity if the member is an individual.

(5) (a) Except as provided in subsection (5)(b), "wages" has the meaning provided in section 3401 of

the Internal Revenue Code, 26 U.S.C. 3401.

(b) The term does not include:

—iv) any amount paid to a sole proprietor."

Section 22. Section 15-30-2512, MCA, is amended to read:

"15-30-2512. Estimated tax -- payment -- exceptions -- interest. (1) (a) Each individual subject to tax
under this chapter, except farmers or ranchers as defined in subsection (6), shall pay for the tax year, through
employer withholding, as provided in 15-30-2502, through payment of estimated tax in four installments, as
provided in subsection (2) of this section, or through a combination of employer withholding and estimated tax
payments, at least:

(i) 90% of the tax for the current tax year, less tax credits and withholding allowed the taxpayer; or

(i) an amount equal to 100% of the individual's tax liability for the preceding tax year, if the preceding tax
year was a period of 12 months and if the individual filed a return for the tax year.
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(b) Payment of estimated taxes under this section is not required if:

(i) the combined tax liability of employer withholding and estimated tax for the current year is less than
$500 after reductions for credits and withholding;

(ii) the individual did not have any tax liability for the preceding tax year, which was a tax year of 12
months, and if the individual was a citizen or resident of the United States throughout that tax year;

(i) the underpayment was caused by reason of casualty, disaster, or other unusual circumstances that
the department determines to constitute good cause; or

(iv) the individual retired in the tax year after having attained the age of 62 or if the individual became
disabled in the tax year. In addition, payment of estimated taxes under this section is not required in the tax year
following the tax year in which the individual retired or became disabled.

(2) Estimated taxes must be paid in four installments according to one of the following schedules:

(a) Subject to the due date provision in 15-30-2604(1)(b), for each taxpayer whose tax year begins on

January 1, estimated tax payments are due on the following dates:

Installment Date
First April 15
Second June 15
Third September 15
Fourth January 15 of the following tax year

(b) Subject to the due date provision in 15-30-2604(1)(b), for each taxpayer whose tax year begins on

a date other than January 1, estimated tax payments are due on the following dates:

Installment Date
First 15th day of the 4th month following the beginning of the tax year
Second 15th day of the 6th month following the beginning of the tax year
Third 15th day of the 9th month following the beginning of the tax year
Fourth 15th day of the month following the close of the tax year

(3) (a) Except as provided in subsection (4), each installment must be 25% of the required annual
payment determined pursuant to subsection (1). If the taxpayer's tax situation changes, each succeeding
installment must be proportionally changed so that the balance of the required annual payment is paid in equal
installments over the remaining period of time.

(b) If the taxpayer's tax situation changes after the date for the first installment or any subsequent
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installment, as specified in subsection (2)(a) or (2)(b), so that the taxpayer is required to pay estimated taxes, the
taxpayer shall pay 25% for each succeeding installment except for the first one in which a payment is required.
For estimated taxes required to be paid beginning with the second installment provided for in subsection (2)(a)
or (2)(b), the taxpayer shall pay 50% for that installment and 25% for the third and fourth instaliments,
respectively. For estimated taxes required to be paid beginning with the third installment provided for in
subsection (2)(a) or (2)(b), the taxpayer shall pay 75% for that installment and 25% for the fourth installment.

(4) (a) If for any required installment the taxpayer determines that the installment payment is less than
the amount determined under subsection (3)(a), the lower amount may be paid as an annualized income
installment.

(b) For any required installment, the annualized income installment is the applicable percentage
described in subsection (4)(c) applied to the tax computed on the basis of annualized Montana taxable income
in the tax year for the months ending before the due date for the installment less the total amount of any prior
required installments for the tax year.

(c) For the purposes of this subsection (4), the applicable percentage is determined according to the

following schedule:

Required Installment Applicable Percentage
First 22.5%
Second 45%
Third 67.5%
Fourth 90%

(d) A reduction in a required installment resulting from the application of an annualized income
installment must be recaptured by increasing the amount of the next required installment, determined under
subsection (3)(a), by the amount of the reduction. Any subsequent installment must be increased by the amount
of the reduction until the amount has been recaptured.

(5) (a) If an estimated tax, an employer withholding tax, or a combination of estimated tax and employer
withholding tax is underpaid, there must be added to the amount due under this chapter interest on the amount
of the underpayment as provided in 15-1-216. The interest is computed on the amount of the underpayment, as
determined in subsection (5)(b), for the period from the time the payment was due to the date payment was made
or to the 15th day of the 4th month of the year following the tax year in which the payment was to be made,
whichever is earlier.
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(b) For the purpose of determining the amount of interest due in subsection (5)(a), the amount of the
underpayment is the required installment amount less the installment amount paid, if any, on or before the due
date for the installment.

(c) Forthe purpose of determining the amount of interest due in subsection (5)(a), an estimated payment

must be credited against unpaid required installments in the order in which those installments are required to be

paid.

fe)(d) Interest may not be charged with respect to any underpayment of the fourth installment of
estimated taxes if:

(i) the taxpayer pays in full the amount computed on the return as payable; and

(ii) the taxpayer files a return on or before the last day of the month following the close of the tax year
referred to in subsection (2)(a) or (2)(b).

(6) Forthe purposes of this section, "farmer or rancher" means a taxpayer who derives at least 66 2/3%

of the taxpayer's gross income, as defined-n—15-36-216+ determined for federal income tax purposes, from

farming or ranching operations, or both.
(7) The department shall promulgate rules governing reasonable extensions of time for paying the

estimated tax. An extension may not be for more than 6 months."

Section 23. Section 15-30-2602, MCA, is amended to read:
"15-30-2602. Returns and payment of tax -- penalty and interest -- refunds —eredits—inftatiorr

If required to file a federal income tax

return pursuant to the Internal Revenue Code, each individual, including each nonresident with Montana source

income, and each estate or trust shall file
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3)(2) If a taxpayer is unable to make the taxpayer's own return, the return must be made by an
authorized agent or by a guardian or other person charged with the care of the person or property of the taxpayer.

& (3) All taxpayers, including but not limited to those subject to the provisions of 15-30-2502 and
15-30-2512, shall compute the amount of income tax payable and shall, on or before the date required by this
chapter for filing a return, pay to the department any balance of income tax remaining unpaid after crediting the
amount withheld, as provided by 15-30-2502, and any payment made by reason of an estimated tax return
provided for in 15-30-2512. However, the tax computed must be greater by $1 than the amount withheld and paid
by estimated return as provided in this chapter. If the amount of tax withheld and the payment of estimated tax
exceed by more than $1 the amount of income tax as computed, the taxpayer is entitled to a refund of the excess.

5)(4) If the department determines that the amount of tax due is greater than the amount of tax
computed by the taxpayer on the return, the department shall mail a notice to the taxpayer as provided in

15-30-2642 of the additional tax proposed to be assessed, including penalty and interest as provided in 15-1-216.

A(5) Individual income tax forms distributed by the department for each tax year must contain

instructions and tables based on the adjtstet-base-year Montana income tax structure for that tax year."

Section 24. Section 15-30-2605, MCA, is amended to read:
"15-30-2605. Revision of return by department -- statute of limitations -- examination of records
and persons. (1) If, in the opinion of the department, any return of a taxpayer is in any essential respect incorrect,
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it may revise the return.

(2) If a taxpayer does not file a return as required under this chapter, the department may, at any time,
audit the taxpayer or estimate the Montana taxable income of the taxpayer from any information in its possession
and, based upon the audit or estimate, assess the taxpayer for the taxes, penalties, and interest due the state.

(3) Except as provided in subsections (2) and (4), the amount of tax due under any return may be
determined by the department within 5 years after the return was filed, regardless of whether the return was filed
on or after the last day prescribed for filing. For the purposes of 15-30-2607 and this section, a tax return due
under this chapter and filed before the last day prescribed by law or rule is considered to be filed on the last day
prescribed for filing.

(4) If ataxpayer, with intent to evade the tax, purposely or knowingly files a false or fraudulent return that
violates a provision of this chapter, the amount of tax due may be determined at any time after the return is filed
and the tax may be collected at any time after it becomes due.

(5) The department, for the purpose of ascertaining the correctness of any return or for the purpose of
making an estimate of Montana taxable income of any person where information has been obtained, may also
examine or cause to have examined by any agent or representative designated by it for that purpose any books,
papers, or records of memoranda bearing upon the matters required to be included in the return and may require
the attendance of the person rendering the return or any officer or employee of the person or the attendance of
any person having knowledge in the premises and may take testimony and require proof material for its

information, with power to administer oaths to the person or persons."

Section 25. Section 15-30-2606, MCA, is amended to read:

"15-30-2606. Tolling of statute of limitations. The running of the statute of limitations provided for
under 15-30-2605 must be suspended during any period that the federal statute of limitations for collection of
federal income tax has been suspended by written agreement signed by the taxpayer or when the taxpayer has
instituted an action that has the effect of suspending the running of the federal statute of limitations and for 1
additional year. If the taxpayer fails to file an amended Montana return as required by 15-30-2619, the statute of
limitations does not apply until 5 years from the date the federal changes become final or the amended federal

return was filed. If the taxpayer omits from federal gross income, as defined and described in section 61 of the

Internal Revenue Code (26 U.S.C. 61), an amount properly includable as federal gross income and the amount

is in excess of 25% of the amount of adjusted gross income stated in the return, the statute of limitations does
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not apply for 2 additional years from the time specified in 15-30-2605."

Section 26. Section 15-30-2618, MCA, is amended to read:

"15-30-2618. Confidentiality of tax records. (1) Except as provided in 5-12-303, 15-1-106, 17-7-111,
and subsections (7) and (8) of this section, in accordance with a proper judicial order, or as otherwise provided
by law, it is unlawful to divulge or make known in any manner:

(a) the amount of income or any particulars set forth or disclosed in any individual report or individual
return required under this chapter or any other information secured in the administration of this chapter; or

(b) any federal return or federal return information disclosed on any return or report required by rule of
the department or under this chapter.

(2) (a) The officers charged with the custody of the reports and returns may not be required to produce
them or evidence of anything contained in them in an action or proceeding in a court, except in an action or
proceeding:

(i) to which the department is a party under the provisions of this chapter or any other taxing act; or

(ii) on behalf of a party to any action or proceedings under the provisions of this chapter or other taxes
when the reports or facts shown by the reports are directly involved in the action or proceedings.

(b) The court may require the production of and may admit in evidence only as much of the reports or
of the facts shown by the reports as are pertinent to the action or proceedings.

(3) This section does not prohibit:

(a) the delivery to a taxpayer or the taxpayer's authorized representative of a certified copy of any return
or report filed in connection with the taxpayer's tax;

(b) the publication of statistics classified to prevent the identification of particular reports or returns and
the items of particular reports or returns; or

(c) the inspection by the attorney general or other legal representative of the state of the report or return
of any taxpayer who brings an action to set aside or review the tax based on the report or return or against whom
an action or proceeding has been instituted in accordance with the provisions of 15-30-2630.

(4) Reports and returns must be preserved for at least 3 years and may be preserved until the
department orders them to be destroyed.

(5) Any offense against subsections (1) through (4) is punishable by a fine not exceeding $500. If the
offender is an officer or employee of the state, the offender must be dismissed from office or employment and
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may not hold any public office or public employment in this state for a period of 1 year after dismissal or, in the
case of a former officer or employee, for 1 year after conviction.

(6) This section may not be construed to prohibit the department from providing taxpayer return
information and information from employers' payroll withholding reports to:

() the department of labor and industry to be used for the purpose of investigation and prevention of
noncompliance, tax evasion, fraud, and abuse under the unemployment insurance laws; or

(b) the state fund to be used for the purpose of investigation and prevention of noncompliance, fraud,
and abuse under the workers' compensation program.

(7) The department may permit the commissioner of internal revenue of the United States or the proper
officer of any state imposing a tax upon the incomes of individuals or the authorized representative of either officer
to inspect the return of income of any individual or may furnish to the officer or an authorized representative an
abstract of the return of income of any individual or supply the officer with information concerning an item of
income contained in a return or disclosed by the report of an investigation of the income or return of income of
an individual, but the permission may be granted or information furnished only if the statutes of the United States
or of the other state grant substantially similar privileges to the proper officer of this state charged with the
administration of this chapter.

(8) On written request to the director or a designee of the director, the department shall furnish:

B)(@) to the department of public health and human services information acquired under 15-30-2616,

pertaining to an applicant for public assistance, reasonably necessary for the prevention and detection of public
assistance fraud and abuse, provided notice to the applicant has been given;

fe}(b) to the department of labor and industry for the purpose of prevention and detection of fraud and
abuse in and eligibility for benefits under the unemployment compensation and workers' compensation programs
information on whether a taxpayer who is the subject of an ongoing investigation by the department of labor and
industry is an employee, an independent contractor, or self-employed,;

feh(c) to the department of fish, wildlife, and parks specific information that is available from income tax
returns and required under 87-2-102 to establish the residency requirements of an applicant for hunting and
fishing licenses;
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te)(d) to the board of regents information required under 20-26-1111;

{H(e) to the legislative fiscal analyst and the office of budget and program planning individual income tax
information as provided in 5-12-303, 15-1-106, and 17-7-111. The information provided to the office of budget
and program planning must be the same as the information provided to the legislative fiscal analyst.

en(f) to the department of transportation farm income information based on the most recent income tax
return filed by an applicant applying for a refund under 15-70-223 or 15-70-362, provided that notice to the
applicant has been given as provided in 15-70-223 and 15-70-362. The information obtained by the department
of transportation is subject to the same restrictions on disclosure as are individual income tax returns.

)(q) to the commissioner of insurance's office all information necessary for the administration of the

small business health insurance tax credit provided for in Title 33, chapter 22, part 20."

Section 27. Section 15-30-3003, MCA, is amended to read:
"15-30-3003. (Temporary) Montana farm and ranch risk management account -- deposits --
exclusion from income. (1) An individual or a family farm corporation engaged in an eligible agricultural

business may eteate hold a Montana farm and ranch risk management account that is composed of contributions

that were made to the account prior to January 1, 2014, as provided in this part, to use as a risk management

tool for the individual's or family farm corporation's agricultural business. The number of risk management

accounts that may be ereated held is limited to one for each individual or family farm corporation.

- For the purposes of this section, a taxpayer is

considered to have made a deposit to an account if the deposit is made:

—a) during a the tax year beginning before January 1, 2014.+of

(3) A deposit not distributed within 5 years is considered to have been distributed to the taxpayer as
provided in 15-30-3005.

(4) A portion of a deposit distributed within 6 months of the date deposited is income in the year for which
an exclusion was taken. The taxpayer shall file a return or amended return as necessary to report the income in

the appropriate year. (Terminates on occurrence of contingency--sec. 9, Ch. 262, L. 2001.)"
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Section 28. Section 15-30-3004, MCA, is amended to read:

"15-30-3004. (Temporary) Montana farm and ranch risk management account -- creation --
administration. (1) A Montana farm and ranch risk management account is a trust created or organized in the
state for the exclusive benefit of the taxpayer. The account trustee must be a financial institution, other than an

investment adviser, as defined in 15-62-103, supervised by the United States or by the state of Montana. The

trust must be created by written instrument.

3)(2) The trustee shall report to the department if a portion of a deposit is distributed within 6 months
of the date of deposit.

&)(3) The assets of the trust must consist entirely of cash or of obligations that have adequate stated
interest and that pay the interest at least annually.

5)(4) Allincome of the trust must be distributed currently to the grantor.

6)(5) The assets of the trust may not be commingled with other property except in a common trust fund

or common investment fund. (Terminates on occurrence of contingency--sec. 9, Ch. 262, L. 2001.)"

Section 29. Section 15-30-3005, MCA, is amended to read:

"15-30-3005. (Temporary) Montanafarm and ranch risk management account -- distributions. (1)
Distributions from the account may be used for any purpose the taxpayer chooses.

(2) Distributions from an account:

(a) are first attributable to income and then to other deposits; and

(b) must be considered to be made from deposits in the order in which the deposits were made,
beginning with the earliest deposits. Income is considered to be deposited on the date the income is received by
the account.

(3) All distributions from the account are taxable unless:

(a) the deposit, or that portion of the deposit to which the distribution is attributable, was not excluded

from aditsted-grossincome income in calculating Montana individual income taxes for the tax year the deposit

was made; or
(b) the distribution has already been taxed because it was considered a distribution as provided in
subsection (4).

Legislative
Services -33- Authorized Print Version - HB 532
Division



63rd Legislature HB0532.01

© 0 N oo o B~ w N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(4) (a) (i) Amounts that are not distributed within the 5-year eligibility period established in subsection
(4)(a)(ii) are considered to be distributed to the taxpayer on the last day of the tax year in which the fifth
anniversary of the deposit occurs. The distribution is taxable, and a penalty equal to 10% of the tax due on the
distributed amount is added to the tax as a penalty.

(i) The 5-year eligibility period for withdrawal of a deposit without penalty is the due date, including
extensions, for the filing of a tax return required by this chapter or, if the taxpayer files earlier, the date the
taxpayer files the return for the tax year in which the fifth anniversary of the deposit occurs.

(b) At the end of the first disqualification period after a period in which the taxpayer was engaged in
eligible agricultural business, the balance of the account is considered to be distributed to the taxpayer and is

taxable to the taxpayer. (Terminates on occurrence of contingency--sec. 9, Ch. 262, L. 2001.)"

Section 30. Section 15-30-3312, MCA, is amended to read:

"15-30-3312. Composite returns and tax. (1) A partnership or S. corporation may elect to file a
composite return and pay a composite tax on behalf of participants. A participant is a partner, shareholder,
member, or other owner who:

(a) is a nonresident individual, a nonresident estate, a nonresident trust, a foreign C. corporation, or a

pass-through entity whose only Montana source income for the tax year is from the entity and other partnerships
or S. corporations electing to file the composite return and pay the composite tax on behalf of that partner,
shareholder, member, or other owner; and

(b) consents to be included in the filing.

(2) (a) Each participant's composite tax liability is the product obtained by:

(i) determining the tax that would be imposed, using the rates rate specified in 15-30-2103, on the sum

obtained by subtracting the atte

basic standard deduction of an individual who is not married and who is not a surviving spouse or head of

household, as determined under section 63(c)(2) of the Internal Revenue Code (26 U.S.C. 63(c)(2)), and the

personal exemption for one individual, as determined under section 151(d) of the Internal Revenue Code (26

U.S.C. 151(d)), from the participant's share of the entity's income from all sources as determined for federal
income tax purposes; and

(ii) multiplying that amount by the ratio of the entity's Montana source income to the entity's income from
all sources for federal income tax purposes.
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(b) A participant's share of the entity's income is the aggregate of the participant's share of the entity's
income, gain, loss, or deduction or item of income, gain, loss, or deduction.

(3) The composite tax is the sum of each participant's composite tax liability.

(4) The electing entity:

() shall remit the composite tax to the department;

(b) must be responsible for any assessments of additional tax, penalties, and interest, which additional
assessments must be based on the total liability reflected in the composite return;

(c) shall represent the participants in any appeals, claims for refund, hearing, or court proceeding in any
matters relating to the filing of the composite return;

(d) shall make quarterly estimated tax payments and be subject to the underpayment interest as
prescribed by 15-30-2512(5)(a) computed on the composite tax liability included in the filing of a composite return;
and

(e) shall retain powers of attorney executed by each participant included in the composite return,
authorizing the entity to file the composite return and to act on behalf of each participant.

(5) The composite return must be made on forms the department prescribes and filed on or before the
due date, including extensions, for filing the entity information return. The composite return is in lieu of an
individual income tax return required under 15-30-2602 and 15-30-2604, a corporation license tax return required
under 15-31-111, and a corporation income tax return required under 15-31-403.

(6) The composite tax is in lieu of the taxes imposed under:

(a) 15-30-2103 and 15-30-2104;

(b) 15-31-101 and 15-31-121; and

(c) 15-31-403.

(7) The department may adopt rules that are necessary to implement and administer this section."

Section 31. Section 15-30-3313, MCA, is amended to read:

"15-30-3313. Consent or withholding. (1) A pass-through entity that is required to file an information
return as provided in 15-30-3302 and that has a partner, shareholder, member, or other owner who is a
nonresident individual, a foreign C. corporation, or a pass-through entity that itself has any partner, shareholder,
member, or other owner that is a nonresident individual, foreign C. corporation, or pass-through entity shall, on
or before the due date, including extensions, for the information return:

Legislative
Services -35- Authorized Print Version - HB 532
Division



63rd Legislature HB0532.01

(a) with respect to any partner, shareholder, member, or other owner who is a nonresident individual:

(i) file a composite return;

(ii) file an agreement of the individual nonresident to:

(A) file a return in accordance with the provisions of 15-30-2602;

(B) timely pay all taxes imposed with respect to income of the pass-through entity; and

(C) be subject to the personal jurisdiction of the state for the collection of income taxes and related
interest, penalties, and fees imposed with respect to the income of the pass-through entity; or

(iif) remit an amount equal to the highestmarginat tax rate in effect under 15-30-2103 multiplied by the
nonresidentindividual's share of Montana source income reflected on the pass-through entity's information return;

(b) with respect to any partner, shareholder, member, or other owner that is a foreign C. corporation:

(i) file a composite return;

(i) file the foreign C. corporation’'s agreement to:

(A) file areturn in accordance with the provisions of 15-31-111;

(B) timely pay all taxes imposed with respect to income of the pass-through entity; and

(C) be subjecttothe personal jurisdiction of the state for the collection of corporation license and income
taxes and related interest, penalties, and fees imposed with respect to the income of the pass-through entity; or

(iii) remit an amount equal to the tax rate in effect under 15-31-121 multiplied by the foreign C.
corporation's share of Montana source income reflected on the pass-through entity's information return; and

(c) with respect to any partner, shareholder, member, or other owner that is a pass-through entity, also
referred to in this section as a "second-tier pass-through entity":

(i) file a composite return;

(ii) file a statement of the pass-through entity partner, shareholder, member, or other owner setting forth
the name, address, and social security or federal identification number of each of that entity's partners,
shareholders, members, or other owners and information that establishes that its share of Montana source
income will be fully accounted in individual income or corporation license or income tax returns filed with the state;
or

(i) remit an amount equal to the highestmarginat tax rate in effect under 15-30-2103 multiplied by its
share of Montana source income reflected on the pass-through entity's information return.

(2) Any amount paid by a pass-through entity with respect to a nonresident individual pursuant to
subsection (1)(a)(iii) must be considered as a payment on the account of the nonresident individual for the income
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tax imposed on the nonresident individual for the tax year pursuant to 15-30-2104. On or before the due date,
including extensions, of the pass-through entity's information return provided in 15-30-3302, the pass-through
entity shall furnish to the nonresident individual a record of the amount of tax paid on the individual's behalf.

(3) Any amount paid by a pass-through entity with respect to a foreign C. corporation pursuant to
subsection (1)(b)(iii) must be considered as a payment on the account of the foreign C. corporation for the
corporation license tax imposed on the foreign C. corporation for the tax year pursuant to 15-31-101 or the
corporation income tax imposed on the foreign C. corporation for the tax year pursuant to 15-31-403. On or before
the due date, including extensions, of the pass-through entity's information return provided in 15-30-3302, the
pass-through entity shall furnish to the foreign C. corporation a record of the amount of tax paid on its behalf.

(4) Any amount paid by a pass-through entity with respect to a second-tier pass-through entity pursuant
to subsection (1)(c)(iii) must be considered as payment on the account of the individual, trust, estate, or C.
corporation to which Montana source income is directly or indirectly passed through and must be claimed as the
distributable share of a refundable credit of the pass-through entity partner, shareholder, member, or other owner
on behalf of which the amount was paid. On or before the due date, including extensions, of the pass-through
entity's information return provided in 15-30-3302, the pass-through entity shall furnish to the second-tier
pass-through entity a record of the refundable credit that may be claimed for the amount paid on its behalf.

(5) A pass-through entity is entitled to recover a payment made pursuant to subsection (1)(a)(iii),
(2)(b)(iii), or (1)(c)(iii) from the partner, shareholder, member, or other owner on whose behalf the payment was
made.

(6) Following the department's notice to a pass-through entity that a nonresident individual or foreign C.
corporation did not file a return or timely pay all taxes as provided in subsection (1), the pass-through entity must,
with respect to any tax year thereafter for which the nonresident individual or foreign C. corporation is not included
in the pass-through entity's composite return, remit the amount described in subsection (1)(a)(iii) for the
nonresident individual and the amount described in subsection (1)(b)(iii) for the foreign C. corporation.

(7) A publicly traded partnership described in 15-30-3302(4) that agrees to file an annual information
return reporting the name, address, and taxpayer identification number for each person or entity that has an
interest in the partnership that results in Montana source income or that has sold its interest in the partnership
during the tax year is exempt from the composite return and withholding requirements of Title 15, chapter 30. A
publicly traded partnership shall provide the department with the information in an electronic form that is capable
of being sorted and exported. Compliance with this subsection does not relieve a person or entity from its
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obligation to pay Montana income taxes.
(8) Nothing in this section may be construed as modifying the provisions of Article IV(18) of 15-1-601
and 15-31-312 allowing a taxpayer to petition for and the department to require methods to fairly represent the

extent of the taxpayer's business activity in the state.”

Section 32. Section 15-31-131, MCA, is amended to read:

"15-31-131. Credit for dependent care assistance and referral services. (1) There is a credit against
the taxes otherwise due under this chapter allowable to an employer for amounts paid or incurred during the tax
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 129(d)(2) through (6) of the Internal Revenue Code, 26 U.S.C. 129(d)(2) through (d)(6).

(2) (a) The amount of the credit allowed under subsection (1) is 25% of the amount paid or incurred by
the employer during the tax year, but the credit may not exceed $1,575 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
21(e)(3) and (4) of the Internal Revenue Code, 26 U.S.C. 21(e)(3) and (e)(4).

(c) Inthe case of an onsite facility, the amount upon which the credit allowed under subsection (1) is
based, with respect to any dependent, must be based upon utilization and the value of the services provided.

(3) (a) In addition to the credit allowed under subsection (1), there is a credit against the taxes otherwise
due under this chapter allowable to an employer for amounts paid or incurred during the tax year by the employer
to provide information and referral services to assist employees of the employer employed within this state to
obtain dependent care.

(b) The amount of the credit allowed under subsection (3)(a) is equal to 25% of the amount paid or
incurred in the tax year.

(4) An amount paid or incurred during the tax year of an employer in providing dependent care
assistance to or on behalf of any employee does not qualify for the credit allowed under subsection (1) if the
amount was paid or incurred to an individual described in section 129(c)(1) or (2) of the Internal Revenue Code,
26 U.S.C. 129(c)(1) or (c)(2).

(5) 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):
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(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.

(6) If the credit allowed under subsection (1) or (3) 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.

8)(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.

£26)(8) For purposes of the credit allowed under subsection (1) or (3):

(a) the definitions and special rules contained in section 129(e) of the Internal Revenue Code, 26 U.S.C.
129(e), apply to the extent applicable; and

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

Section 33. Section 15-31-134, MCA, is amended to read:

"15-31-134. Empowerment zone new employees -- tax credit. (1) There is a credit for taxes due
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under 15-31-121 or 15-31-122 for an employer for each new employee at a business in an empowerment zone
created pursuant to Title 7, chapter 21, part 37. The taxpayer must be certified by the department of labor and
industry to be eligible to receive the credit as provided in 7-21-3710.

(2) The amount of the credit for each qualifying employee is:

1st year of employment $500
2nd year of employment $1,000
3rd year of employment $1,500

(3) If the amount of the credit exceeds the taxpayer's liability, the credit may be carried forward 7 years

and carried back 3 years. The entire amount of the tax credit not used in the year earned must be carried first

to the earliest tax year in which the credit may be applied and then to each succeeding tax year.

Section 34. Section 15-31-150, MCA, is amended to read:

"15-31-150. Credit for research expenses and research payments. (1) (a) There is a credit against
taxes otherwise due under this chapter for increases in qualified research expense and basic research payments
for research conducted in Montana. Except as provided in this section, the credit must be determined in
accordance with section 41 of the Internal Revenue Code, 26 U.S.C. 41, as that section read on July 1, 1996,
or as subsequently amended.

(b) For purposes of the credit, the:

(i) applicable percentage specified in 26 U.S.C. 41(a) is 5%;

(ii) election of the alternative incremental credit allowed under 26 U.S.C. 41(c)(4) does not apply;

(iii) special rules in 26 U.S.C. 41(g) do not apply; and

(iv) termination date provided for in 26 U.S.C. 41(h)(1)(B) does not apply.

(2) The credit allowed under this section for a tax year may not exceed the tax liability under chapter 36
of 31. A credit may not be refunded if a taxpayer has tax liability less than the amount of the credit.

(3) The credit allowed under this section may be used as a carryback against taxes imposed under
chapter 36-or 31 for the 2 preceding tax years and may be used as a carryforward against taxes imposed by
chapter 36-ef 31 for the 15 succeeding tax years. The entire amount of the credit not used in the year earned
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must be carried first to the earliest tax year in which the credit may be applied and then to each succeeding tax
year.

(4) Ataxpayer may not claim a current year credit under this section after December 31, 2010. However,

any unused credit may be carried back or forward as provided in subsection (3).

do not apply to this section.

(6) For purposes of calculating the credit, the following definitions apply:

(a) "Gross receipts” means:

(i) for a corporation that has income from business activity that is taxable only within the state, all gross
sales less returns of the corporation for the tax year; and

(ii) for a corporation that has income from business activity that is taxable both within and outside of the
state, only the gross sales less returns of the corporation apportioned to Montana for the tax year.

(b) "Qualified research" has the meaning provided in 26 U.S.C. 41(d), but is limited to research
conducted in Montana.

(c) "Qualified research expenses" has the meaning provided in 26 U.S.C. 41(b), but includes only the
sum of amounts paid or incurred by the taxpayer for research conducted in Montana.

(d) "Supplies" has the meaning provided in 26 U.S.C. 41(b)(2)(C), but includes only those supplies used
in the conduct of qualified research in Montana.

(e) (i) "Wages" has the meaning provided in 39-51-201, except as provided in subsection (6)(e)(ii) of this
section, and includes only those wages paid or incurred for an employee for qualified services performed by the
employee in Montana.

(ii) Notwithstanding the exception to the definition of wages in 39-51-201(24)(b)(v), for a self-employed
individual and an owner-employee, the term includes the income, as defined in 26 U.S.C. 401(c)(2), of the
employee.

(7) The department shall adopt rules, prepare forms, maintain records, and perform other duties
necessary to implement this section. In adopting rules to implement this section, the department shall conform
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the rules to regulations prescribed by the secretary of the treasury under 26 U.S.C. 41 except to the extent that

the regulations need to be modified to conform to this section."

Section 35. Section 15-31-151, MCA, is amended to read:

"15-31-151. Credit for preservation of historic buildings. (1) (a) There is allowed as a credit against
the taxes imposed by 15-31-101, 15-31-121, and 15-31-122 a percentage of the credit allowed for qualified
rehabilitation expenditures, with respect to any certified historic building located in Montana, as provided in 26
U.S.C. 47 or as that section may be renumbered or amended.

(b) The amount of the credit allowed for a tax year is 25% of the amount of the credit determined under
26 U.S.C. 47(a)(2) or as that section may be renumbered or amended.

(2) The credit allowed by this section may not be refunded if the taxpayer has a tax liability less than the
amount of the credit. If the sum of credit carryovers from the credit, if any, and the amount of credit allowed by
this section for the tax year exceeds the taxpayer's tax liability for the current tax year, the excess attributable to
the current tax year's credit is a credit carryover to the 7 succeeding tax years. The entire amount of unused credit

must be carried forward to the earliest of the succeeding years, and the oldest available unused credit must be

used first.

Section 36. Section 15-31-162, MCA, is amended to read:

"15-31-162. (Temporary) Small business corporation, partnership, and limited liability company
credit for contribution to qualified endowment -- recapture of credit -- deduction included as income. (1)
A contribution to a qualified endowment, as defined in 15-30-2327, by a small business corporation, as defined
in 15-30-3301, a partnership, or a limited liability company, as defined in 35-8-102, carrying on any trade or
business for which deductions would be allowed under section 162 of the Internal Revenue Code, 26 U.S.C. 162,
or carrying on any rental activity qualifies for the credit provided in 15-31-161. The credit must be attributed to
shareholders, partners, or members of a limited liability company in the same proportion used to report the
corporation's, partnership's, or limited liability company's income or loss for Montana income tax purposes. The
maximum credit that a shareholder of a small business corporation, a partner of a partnership, or a member of
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a limited liability company may claim in a year is $10,000;stbjecttothetimitationsi15-36-2328(2). The credit

allowed under this section may not exceed the taxpayer's income tax liability. There is no carryback or
carryforward of the credit permitted under this section, and the credit must be applied to the tax year in which the
contribution is made.

(2) (a) If during any tax year a charitable giftis recovered by the small business corporation, partnership,
or limited liability company, the entity shall include as income the amount deducted in any prior year that is
attributable to the charitable gift.

(b) Inthe tax year that a charitable gift is recovered, each shareholder, partner, or member shall increase
the amount of tax due under 15-30-2103 or 15-31-101 by the amount of the credit allowed in the tax year in which
the credit was taken. (Terminates December 31, 2013--sec. 7, Ch. 4, L. 2005; secs. 2, 3, 4, 7(2), Ch. 208, L.
2007.)"

Section 37. Section 15-31-163, MCA, is amended to read:

"15-31-163. Capital gain exclusion from sale of mobile home park. (1) The following amount of the
gain recognized from the sale or exchange of a mobile home park as defined in 70-33-103 is excluded from
adjtsted-grossincome-or gross income under chapter 36-ef 31:

(a) 100% of the recognized gain for a mobile home park with 50 or fewer lots; or

(b) 50% of the recognized gain for a mobile home park with more than 50 lots.

(2) To qualify for the exclusion under this section, the sale must be made to:

(a) atenants' association or a mobile home park residents' association;

(b) a nonprofit organization under section 501(c)(3) of the Internal Revenue Code that purchases a
mobile home park on behalf of tenants' association or mobile home park residents' association;

(c) a county housing authority created under Title 7, chapter 15, part 21; or

(d) a municipal housing authority created under Title 7, chapter 15, parts 44 and 45.

(4) For the purpose of this section, "tenants' association” or "mobile home park residents' association”
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means a group of six or more tenants who reside in a mobile home park, have organized for the purpose of

eventual purchase of the mobile home park, have established bylaws of the association, and have obtained the

approval by vote of at least 51% of the residents of the mobile home park to purchase the mobile home park.
(5) Property subject to afineeme-or a corporate tax exclusion under this section is not eligible for a

property tax exemption under Title 15, chapter 6, part 2, while the property is used as a mobile home park."

Section 38. Section 15-31-171, MCA, is amended to read:

"15-31-171. Tax credit for providing temporary emergency lodging. (1) There is a credit for taxes
otherwise due under this chapter for participation in the temporary emergency lodging program established in
50-51-114.

(2) The tax credit is:

(a) equal to $30 for each day of lodging provided; and

(b) limited to a maximum of 5 nights' lodging for each individual per calendar year.

(3) The credit may be claimed only for lodging provided in Montana.

(4) If the amount of the credit exceeds the taxpayer's liability under this chapter, the amount of the

excess must be refunded to the taxpayer. The credit may be claimed even if the taxpayer has no tax liability.

Section 39. Section 15-31-172, MCA, is amended to read:
"15-31-172. Small business corporation -- deduction for donation of computer equipment to

schools. A small business corporation, as defined in 15-30-3301, that is subject to taxation under this chapter

is allowed a deduction equal to the fair market value, not to exceed 30% of the small business corporation's net
income, of a computer or other sophisticated technological equipment or apparatus intended for use with the
computer donated to an elementary, secondary, or accredited postsecondary school located in Montana if:

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

(2) the property is not transferred by the donee in exchange for money, other property, or services; and

(3) the electing small business corporation receives a written statement from the donee in which the
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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)-ant

Section 40. Section 15-31-907, MCA, is amended to read:

"15-31-907. (Temporary) Employment production tax credit. (1) A production company that has
submitted an application for a tax credit and paid the fee as required under 15-31-906 is allowed a tax credit
against the taxes imposed by chapter 36-ef 31 for the employment of residents of this state in connection with
a state-certified production in the state. Except as provided in subsection (4)(b), the credit is equal to credit
carryovers and the credit for the tax year.

(2) The aggregate of the credit allowed under this section for a production occurring in the production
company's tax year is equal to the sum of 14% of the first $50,000 or less of actual compensation paid to each
Montana resident employed in connection with the state-certified production during the tax year.

(3) The taxpayer is required to provide to the department, on a form prescribed by the department, a list
of all cast and crew patrticipating in the production and the amount of compensation paid to each Montana
resident. The form returned by the taxpayer must include the certification number provided for in 15-31-904.

(4) If the credit exceeds the taxpayer's tax liability, the taxpayer shall make a one-time election to claim
the credit for each state-certified production allowed under this section as follows:

(a) the credit may be refunded; or

(b) the credit may be carried forward against the taxes imposed by chapter 36-or 31 for the 4 succeeding
tax years.

(5) A € corporation;atrintivittat-an-S—corporationorapartnership qualifies for the credit under this

section. he—ereditis—claimedby—an—S—corporatior—or—a—patinership—the—eredimust-be—atiributed—to—th

(6) The credit allowed under this section may not be claimed by a taxpayer if the taxpayer has included

the amount of the compensation upon which the amount of the credit was computed as a deduction under
15-36-2131or 15-31-114.

(7) If any application of this section is held invalid, this section applies to other situations or persons in
a manner that is not included in the invalid application. (Terminates January 1, 2015--sec. 17, Ch. 593, L. 2005;
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sec. 9, Ch. 367, L. 2007; secs. 1, 2, Ch. 186, L. 2009.)"

Section 41. Section 15-31-908, MCA, is amended to read:

"15-31-908. (Temporary) Tax credit for qualified expenditures. (1) A production company that has
submitted an application and paid the fee as required under 15-31-906 is allowed a tax credit against the taxes
imposed by chapter 36-er 31 for qualified expenditures in this state made in connection with a state-certified
production in the state. The credit allowed under this section is equal to 9% of the total qualified expenditures
incurred in connection with the state-certified production during the tax year.

(2) (a) The taxpayer is required to provide to the department, on a form prescribed by the department,
the amount of qualified expenditures. The form returned by the taxpayer must include the certification number
provided for in 15-31-904. The taxpayer shall also provide other information required by the department to verify
the accuracy of the qualified expenditures.

(b) The taxpayer shall certify in writing to the department, under penalty of false swearing as provided
in 45-7-202, that the taxpayer has paid in full to each vendor in Montana for all goods and services purchased
by the taxpayer in connection with the state-certified production during the tax year. A credit under this section
may not be claimed unless the taxpayer has paid in full for all purchases of goods and services from Montana
vendors.

(3) The credit allowed under this section must be refunded if a taxpayer has tax liability less than the
amount of the credit.

(4) A € corporation;-arindividtalan-S—corporationorapartrership qualifies for the credit under this

SeCtiOn. 1E€—C1e0 S—Cratmet—oy—=anhn T CoOPotrato—ot—a—PatrthetrSHiP he—credit-mustbe—s ibtted—to—th

(5) The credit allowed under this section may not be claimed by a taxpayer if the taxpayer has included

the amount of the qualified expenditure upon which the amount of the credit was computed as a deduction under
15-36-243%16r 15-31-114. (Terminates January 1, 2015--sec. 17, Ch. 593, L. 2005; sec. 9, Ch. 367, L. 2007; secs.
1, 2, Ch. 186, L. 2009.)"

Section 42. Section 15-32-104, MCA, is amended to read:
"15-32-104. Limitations on deduction and credit. Tax treatment under 15-32-103 anre-15-32-169 is
limited to persons and firms not primarily engaged in the provision of gas or electricity derived from fossil fuel

Legislative
Services - 46 - Authorized Print Version - HB 532
Division



63rd Legislature HB0532.01

© 00 N oo o B~ w N

W N DN N DN N D DN DN DN PP P Er R R, R
o © 00 N o 0o A~ W N B O 0o 00N o o0~ N -+ o

extraction or conventional hydroelectric development.”

Section 43. Section 15-32-106, MCA, is amended to read:

"15-32-106. Procedurefor obtaining benefit of deduction or credit. Fhe-departmentofreventeshalt
- The department efrevente shall

approve a deduction or credit under 15-32-103 e+15-32-169 that demonstrably promotes energy conservation
or uses a recognized nonfossil form of energy generation. The department eftevente may refer a deduction or
credit involving energy generation to the department of environmental quality for its advice, and the department
of environmental quality shall respond within 60 days. The department efrevente may refer a deduction or credit
involving energy conservation to the department of labor and industry for its advice, and the department of labor
and industry shall respond within 60 days. The department efrevente may deny a deduction or credit that it finds

to be impractical or ineffective.”

Section 44. Section 15-32-115, MCA, is amended to read:
"15-32-115. Credit for geothermal system -- to whom available -- eligible costs -- limitations. (1)

A residentindividtuat-taxpayer—oer—a—persoen corporation constructing a new residence who that completes
installation of a geothermal system, as defined in 15-32-102, in the—taxpayet's a principal dwelling erir—=a

residence-constructedby-the-taxpayer is entitled to claim a tax credit against the taxpayer's tax liability under
chapter 36-er 31 for a portion of the installation costs of the system, not to exceed $1,500. Only one credit may
be claimed for a residence. The amount of the credit not used in the year in which the installation is made may
be carried forward against taxes imposed under chapter 36-er 31 for the 7 succeeding tax years. The entire
amount of the credit not used in the year that it was earned must be carried first to the earliest tax year in which
the credit may be applied and then to each succeeding tax year. A credit is not allowed under this section for
expenditures claimed as a deduction under 15-32-103.

(2) For the purposes of this section, installation costs include the cost of:

(a) trenching, well drilling, casing, and downhole heat exchangers;

(b) piping, control devices, and pumps that move heat from the earth to heat or cool the building;

(c) ground source or ground coupled heat pumps;

(d) liquid-to-air heat exchanger, ductwork, and fans installed with a ground heat well that pump heat from
a well into a building; and
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(e) design and labor."

Section 45. Section 15-32-303, MCA, is amended to read:
"15-32-303. Deduction for purchase of Montana-produced organic or inorganic fertilizer. In

addition to all other deductions

Fittle-15;ehapter36;-of from gross corporate income allowed in computing netincome under Title 15, chapter 31,
part 1, a taxpayet corporation may deduct expenditures for organic fertilizer and inorganic fertilizer produced as
a byproduct produced in Montana and used in Montana if the expenditure was not otherwise deducted in

computing taxable income."

Section 46. Section 15-32-402, MCA, is amended to read:

"15-32-402. Commercial or net metering system investment credit -- alternative energy systems.
(1) Arrinthivittaat; A corporationspatthrership,-or-smatt-business-corporation as defined in $5-36-336+ 15-31-101
that makes an investment of $5,000 or more in property that is depreciable under the Internal Revenue Code for
a commercial system or a net metering system, as defined in 69-8-103, that is located in Montana and that
generates energy by means of an alternative renewable energy source, as defined in 15-6-225, is entitled to a
tax credit against taxes imposed by 15-36-2163-of 15-31-121 in an amount equal to 35% of the eligible costs,
to be taken as a credit only against taxes due as a consequence of taxable or net income produced by one of
the following:

(&) manufacturing plants located in Montana that produce alternative energy generating equipment;

(b) a new business facility or the expanded portion of an existing business facility for which the
alternative energy generating equipment supplies, on a direct contract sales basis, the basic energy needed; or

(c) the alternative energy generating equipment in which the investment for which a credit is being
claimed was made.

(2) For purposes of determining the amount of the tax credit that may be claimed under subsection (1),
eligible costs include only those expenditures that are associated with the purchase, installation, or upgrading
of:

(a) generating equipment;

(b) safety devices and storage components;

(c) transmission lines necessary to connect with existing transmission facilities; and
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(d) transmission lines necessary to connect directly to the purchaser of the electricity when no other
transmission facilities are available.
(3) Eligible costs under subsection (2) must be reduced by the amount of any grants provided by the

state or federal government for the system.”

Section 47. Section 15-32-404, MCA, is amended to read:

"15-32-404. Carryover of credit. (1) The tax credit allowed under 15-32-402 is to be deducted from that
portion of the taxpayer's tax liability as set forth in 15-32-402(1) for the tax year in which the equipment invested
in by the taxpayer is placed in service. If the amount of the tax credit exceeds the taxpayer's tax liability for the
tax year, the amount that exceeds the tax liability may be carried over for credit against the taxpayer's tax liability
in the next succeeding tax year or years until the total amount of the tax credit has been deducted from tax
liability. However, except as provided in subsection (2), a credit may not be carried beyond the seventh tax year
succeeding the tax year in which the equipment was placed in service.

(2) A credit may be extended through the 15th tax year succeeding the tax year in which the equipment

was placed in service if anndividaal; a corporation

45-36-330%:

(8 invests in a commercial system located within the exterior boundaries of a Montana Indian
reservation, which commercial system is 5 megawatts or larger in size; and

(b) signs an employment agreement with the tribal government of the reservation where the commercial
system would be constructed regarding the training and employment of tribal members in the construction,

operation, and maintenance of the commercial system."

Section 48. Section 15-32-502, MCA, is amended to read:

"15-32-502. Definitions. For purposes of this part, the following definitions apply:

(1) (a) "Certified expenditures" means those costs incurred for activities in direct support of exploration
activity conducted at a specific exploration site for the purpose of determining the existence, location, extent, or
quality of a mineral or coal deposit. The term includes:

(i) the costs of obtaining the approvals, permits, licenses, and certificates for an exploration activity
referred to in 15-32-503;

(ii) direct labor costs and the cost of benefits for employees directly associated with work described in
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15-32-503;

(i) the cost of renting or leasing equipment from parties not affiliated with the persenr corporation
requesting and taking the credit;

(iv) the reasonable costs of owning, maintaining, and operating equipment;

(v) insurance and bond premiums associated with the activities set out in subsections (1)(a)(i) through
(D)(@)(vii);

(vi) payments to consultants and independent contractors; or

(vii) the general expense of operating the pefsoft's corporation's business, including the costs of materials
and supplies, if those expenses and costs are directly attributable to the work described in 15-32-503.

(b) The term does not include return on investment, insurance or bond premiums not covered under
subsection (1)(a)(v), or any other expense that the perserr corporation has not incurred to complete work
described in 15-32-503.

(2) _"Corporation" has the meaning provided in 15-31-101.

23(3) "Credit" means the exploration incentive credit for activities involving mineral and coal deposits
authorized by this part.

3)(4) "Exploration activity data list" means, as applicable, a summary of work completed during the year
that includes but is not limited to:

(a) the number of core or rotary drilling holes completed,;

(b) chemical analytical data available; or

(c) aerial photographs or a topographic or geologic map showing the location of the drill holes, sample
locations, or the other exploration activities undertaken.

#)(5) "Geochemical methods" means geochemical data gathering methods, including the collection of
soil, rock, water, air, vegetation, and similar samples and their chemical analyses.

5)(6) "Geophysical methods" means all geophysical data gathering methods used in mineral or coal
exploration, including seismic, gravity, magnetic, radiometric, radar, and electromagnetic and other remote
sensing measurements.

©)(7) "Mineral" means those substances defined as minerals by 82-4-303 and coal as defined by
82-1-111.

A(8) (a) "Mining operation” includes all operating and nonoperating activities related to a mineral deposit
interest and may be composed of one or more mining properties.
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(b) In determining whether mining properties are part of the same mining operation, the department may
consider whether the operation, in conducting mining activities on several mining properties, uses common
personnel, supply and maintenance facilities, mining-related treatment processes, storage facilities, roads,

pipelines, transportation equipment, and mining techniques and technology and may also consider the extent to

which the mineral deposit interest comprises a common mining property.

(9) "Tax year" means the calendar year."

Section 49. Section 15-32-503, MCA, is amended to read:

"15-32-503. Exploration incentive credit. (1) The department shall grant to a persen corporation a
credit against the person's corporation's tax liability under Title 15, chapter 36-ef 31, for the certified expenditures
of the following exploration activities that are performed on land in the state for the purpose of determining the
existence, location, extent, or quality of a mineral or coal deposit, regardless of land ownership:

(a) surveying by geophysical or geochemical methods;

(b) drilling exploration holes;

(c) conducting underground exploration;

(d) surface trenching and bulk sampling; or

(e) performing other exploratory work, including aerial photographs, geological and geophysical logging,
sample analysis, and metallurgical testing.

(2) (a) Except as provided in subsection (3), credit may not be granted under subsection (1) for
exploration activity described in subsection (1) that occurs after the construction commencement date of a new
mine.

(b) For the purposes of this subsection (2), "construction commencement date of a new mine" means
the date no later than which all of the following have occurred:

(i) there has been issued to the owner or an agent of the owner permits, leases, title and other rights in
land, and other approvals, permits, licenses, and certificates by federal, state, and local agencies that a
reasonable and prudent person would consider adequate to commence construction of a mine in the expectation
that all other approvals, permits, licenses, and certificates necessary for the completion of the facilities will be
obtained,;
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(ii) all approvals, permits, licenses, and certificates are in full force and effect and without any modification
that might jeopardize the completion or continued construction of the mine; and

(i) an order, judgment, decree, determination, or award of a court or administrative or regulatory agency
enjoining, either temporarily or permanently, the construction or the continuation of construction of the mine is
not in effect.

(3) In addition to the grant of a credit for a new mine under subsection (2), a credit may be granted under
subsection (1) for exploration activity for a mine that had previously operated, that has ceased to operate, and
for which all previous mining approvals, permits, licenses, and certificates that allowed the previous operation
are no longer in effect. However, a credit may not be granted under subsection (1) for exploration activity that
occurs after the mine reopening date. For the purposes of this subsection (3), "mine reopening date" means the
date not later than which all of the following have occurred:

(a) there has been issued to the owner or an agent of the owner permits, leases, title and other rights
in land, and other approvals, permits, licenses, and certificates by federal, state, and local agencies that a
reasonable and prudent person would consider adequate to commence operation of the former mine in the
expectation that all other approvals, permits, licenses, and certificates necessary for the completion of the
facilities will be obtained;

(b) all approvals, permits, licenses, and certificates for the reopened mine are in full force and effect and
without any modification that might jeopardize the reopening of the former mine; and

(c) an order, judgment, decree, determination, or award of a court or administrative or regulatory agency

enjoining, either temporarily or permanently, the reopening of the former mine is not in effect."

Section 50. Section 15-32-504, MCA, is amended to read:

"15-32-504. Procedure for requesting and certifying credit. To obtain the credit authorized by this
part, a perseft corporation shall submit a request to the department for the credit as follows:

(1) On a form provided by the department, the person corporation shall submit the request and a
statement of expenditures for the previous calendar year not later than 60 days after the close of that calendar
year.

(2) The request must:

(a) describe the work accomplished during the previous year, the number of employees, and the names
and number of consultants; and
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(b) provide a detailed list or ledger of expenditures related to the accomplishments described in
subsection (2)(a) and an exploration activity data list.

(3) The persont corporation submitting the request is not required to transmit copies of receipts with the
request, but the statement of expenditures is subject to audit at the discretion of the department.

(4) If the department decides to audit the statement of expenditures, the department may require the
petson corporation submitting the request to justify claims of expenditures with receipts and other reliable
information.

(5) The department shall respond to the request by September 30 by certifying or not certifying the
petsonr's corporation's expenditures. If the department does not certify expenditures, the department shall state
the reasons for denial of certification and give the petsen corporation making the request an opportunity to correct
any deficiencies or to provide additional information. If the department certifies expenditures, the department shall
specify the exploration activity data list requirements for that year that must be presented to the department at
the time of the taking of the credit.

(6) If the department neither certifies nor denies certification of expenditures by September 30, the

expenditures are certified as submitted."

Section 51. Section 15-32-505, MCA, is amended to read:

"15-32-505. Application of credit. (1) In a tax year, a petsoft corporation may take a credit that was
approved under 15-32-504 against taxes payable by the persen corporation. The credit may not exceed 50% of
the persen's corporation's tax liability under either Title 15, chapter 36-ef 31, for the tax year that is related to
production from the mining operation at which the exploration activities occurred.

(2) If a persen corporation applies the credit against the pefrseft's corporation's tax liability under

subsection (1), the department shall disallow application of the credit under that provision unless the petson
corporation files with the persef's corporation's tax return an accounting of the perseft's corporation's exploration
activities for each mining operation that is included in the tax return and as to which the credit is being applied.
The accounting of exploration activities required by this subsection must be made on a form prescribed by the
department. On the form, the petson corporation shall:

(a) identify the mining operations for which the credit is claimed; and

(b) set outthe gross income attributable to the mining operations and other information about the mining
operations that the department may require.
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(3) A person corporation may not apply the credit under this section if the application, when added to
credits previously applied under this section, would exceed the total amount of the credits approved under

15-32-504."

Section 52. Section 15-32-507, MCA, is amended to read:

"15-32-507. Credit limitation. A credit for each distinct mining operation may not exceed a total of $20
million for all exploration activities under 15-32-503 and accrues at the rate of 50% of the certified expenditures
each year. The credit must be applied within 15 tax years after the taking of the credit is approved under
15-32-504. However, the tax year or years in which the credit is applied need not be:

(1) the tax year in which the petsen corporation first incurs liability for payment of tax based on the
petson's corporation's activity that is the basis of the claim for the credit; or

(2) consecutive tax years."

Section 53. Section 15-32-508, MCA, is amended to read:

"15-32-508. Credit assignment. A perseft corporation may assign a credit to the persent's corporation's
successor in interest for the mining operation at which the exploration activities occur, but only if the successor
in interest is a persoen corporation qualified to obtain the credit under 15-32-503. A credit may not be assigned

except as permitted in this section.”

Section 54. Section 15-32-509, MCA, is amended to read:

"15-32-509. Record of credit use. For each mining operation, the department may require a persen
corporation who submits a request to take the credit under 15-32-504 to provide with the request a record of:

(1) the petson's corporation's past use of credits taken under 15-32-504 and 15-32-505; and

(2) other information that the department requires to determine if approval of the taking of the credit by

the persen corporation would exceed the limits on use of the credit under this part."

Section 55. Section 15-32-510, MCA, is amended to read:
"15-32-510. Deduction for donation of exploration information. (1) In addition to all other deductions

from

gross corporate income allowed in computing net income under Title 15, chapter 31, part 1, a taxpayer
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corporation may deduct documented expenses for the donation of mineral exploration information generated as
part of the certified expenditures. The information must be donated to the Montana tech foundation to reside as
part of the Montana tech research library, and the documented expenses must be based on the cost of recreating
the donated information.

(2) The Montana tech foundation has the right to limit information accepted and deductions granted to
that exploration activity data that is needed as part of the Montana tech research library.

(3) A deduction under this section may not exceed 20% of the actual value of the data if a tax credit for

the same exploration activity data is taken under this part."

Section 56. Section 15-32-602, MCA, is amended to read:
"15-32-602. Amount and duration of credit -- how claimed. (1) An—individdal; A corporation;

may receive a credit against taxes imposed
by Title 15, chapter 36-ef 31, for investments in depreciable property to collect or process reclaimable material
or to manufacture a product from reclaimed material, if the taxpayer qualifies under 15-32-603.

(2) Subject to subsection (4), a taxpayer qualifying for a credit under 15-32-603 is entitled to claim a
credit, as provided in subsection (3), for the cost of each item of property purchased to collect or process
reclaimable material or to manufacture a product from reclaimed material only in the year in which the property
was purchased.

(3) The amount of the credit that may be claimed under this section for investments in depreciable
property is determined according to the following schedule:

(a) 25% of the cost of the property on the first $250,000 invested;

(b) 15% of the cost of the property on the next $250,000 invested; and

(c) 5% of the cost of the property on the next $500,000 invested.

(4) A credit may not be claimed for investments in depreciable property in excess of $1 million."

Section 57. Section 15-32-603, MCA, is amended to read:

"15-32-603. Credit for investment in property used to collect or process reclaimable material or
to manufacture a product from reclaimed material. (1) The following requirements must be met to be entitled
to a tax credit for investment in property to collect or process reclaimable material or to manufacture a product
from reclaimed material:
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(a) The investment must be for depreciable property used primarily to collect or process reclaimable
material or to manufacture a product from reclaimed material.

(b) (i) The taxpayer claiming a credit must be a persen—who corporation that, as an owner, including a
contract purchaser or lessee, or whe pursuant to an agreement owns, leases, or has a beneficial interest in a
business that collects or processes reclaimable material or that manufactures a product from reclaimed material.
For the purposes of this section, a business qualifies as a business that collects reclaimable material if it gathers
reclaimable material for later sale or processing for another business that has as its primary business function
the collection or processing of reclaimable material or the manufacture of a product from reclaimed material. The
collection of reclaimable material may be a minor or nonprofit part of a business otherwise engaged in a retalil
trade or other business activity.

(ii) The taxpayer may but need not operate or conduct a business that collects or processes reclaimable
material or manufactures a product from reclaimed material. If more than one petsett corporation has an interest

in a business with qualifying property, they the corporations may allocate all or any part of the investment cost

among themsetves the corporations and their successors or assigns.

(c) The business must be owned or leased during the tax year by the taxpayer claiming the credit, except
as otherwise provided in subsection (1)(b), and must have been collecting or processing reclaimable material or
manufacturing a product from reclaimed material during the tax year for which the credit is claimed.

(d) The reclaimed material collected, processed, or used to manufacture a product may not be an
industrial waste generated by the person claiming the tax credit unless:

(i) the person generating the waste historically has disposed of the waste onsite or in a licensed landfill;
and

(ii) standard industrial practice has not generally included the reuse of the waste in the manufacturing
process.

(2) The credit provided by this section is not in lieu of any depreciation or amortization deduction for the
investment or other tax incentive to which the taxpayer otherwise may be entitled under Title 15.

(3) Ataxcredit otherwise allowable under this section that is not used by the taxpayer in the taxable year
may not be carried forward to offset a taxpayer's tax liability for any succeeding tax year.

(4) The taxpayer's adjusted basis for determining gain or loss may not be further decreased by any tax

credits allowed under this section.
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Section 58. Section 15-32-610, MCA, is amended to read:

"15-32-610. Deduction for purchase of recycled material. In addition to all other deductions from

7 gross
corporate income allowed in computing netincome under Title 15, chapter 31, part 1, a taxpayer corporation may
deduct an additional amount equal to 10% of the taxpayefr's corporation's expenditures for the purchase of
recycled material that was otherwise deductible by the taxpayer corporation as business-related expense in

Montana."

Section 59. Section 15-32-701, MCA, is amended to read:

"15-32-701. Oilseed crush facility -- tax credit. (1) Arindividtal; A corporation, partnershiporsmalt
business—corporation; as defined in $5-36-336% 15-31-101, may receive a credit against taxes imposed by Title
15, chapter 36-or 31, for the costs of investments in depreciable property in Montana that is used primarily for
crushing oilseed crops for purposes of producing biodiesel or biolubricant.

(2) Subject to subsection (4), a taxpayer qualifying for a credit under this section is entitled to claim a
credit, as provided in subsection (3), for the costs described in subsection (1) incurred in the 2 tax years before
the facility begins crushing oilseed or in any tax year in which the facility is crushing oilseed.

(3) The total amount of credits for all years that may be claimed for a facility under this section is 15%
of the costs described in subsection (1), up to a total of $500,000.

(4) The following requirements must also be met for a taxpayer to be entitled to a tax credit under this
section:

(a) The depreciable property for which the credit is claimed must begin to be used for the purposes
described in subsection (1) before January 1, 2015.

(b) (i) The taxpayer claiming a credit must be a persefr-who corporation that as an owner, including a
contract purchaser or lessee, or who that pursuant to an agreement owns, leases, or has a beneficial interest in
a business that crushes oilseed or that manufactures a product from crushed oilseed.

(i) If more than one person corporation has an interest in a business with qualifying property, they the
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corporations may allocate all or any part of the investment cost among themsetves the corporations and their

SUCCEeSSOors or assigns.

(c) The business must be owned or leased during the tax year by the taxpayer claiming the credit, except
as otherwise provided in subsection (4)(b), and, except for the 2 tax-year period claimed in subsection (2), must
have been using the depreciable property for the purposes described in subsection (1) during the tax year for
which the credit is claimed and during each year for which the credit is carried forward.

(5) The credit provided by this section is not in lieu of any depreciation or amortization deduction for the
investment or other tax incentive to which the taxpayer otherwise may be entitled under Title 15.

(6) A tax credit allowable under this section that is not completely used by the taxpayer in the tax year
in which the credit is initially claimed may be carried forward for credit against a taxpayer's tax liability for any
succeeding tax year until the total amount of the credit has been deducted from tax liability. However, a credit may
not be carried forward to any tax year in which the facility in which the depreciable property is installed is not
crushing oilseed or beyond the 7th tax year after the tax year for which the credit was initially claimed. If a facility
in which property is installed and for which a credit is claimed ceases production of biodiesel or biolubricant for
a period of 12 continuous months within 5 years after the initial claiming of a credit under this section or within
5 years after a year in which the credit was carried forward, the credit is subject to recapture. The person
corporation claiming the credit is liable for the total amount of the credit in the event of recapture.

(7) The taxpayer's adjusted basis for determining gain or loss may not be further decreased by any tax

credits allowed under this section.

{9)(8) For the purposes of this section, "biolubricant” means a commercial or industrial product, other

than food or feed, that is composed in whole or in substantial part of biological products, renewable domestic
agricultural materials, including plant, animal, or marine materials, or forestry materials and that is used in place

of a petroleum-based lubricant."

Section 60. Section 15-32-702, MCA, is amended to read:
"15-32-702. Biodiesel or biolubricant production facility tax credit. (1) Anindividtat; A corporation,
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partrership-or-smaltbusiness—corporation; as defined in $5-36-336% 15-31-101, may receive a credit against

taxes imposed by Title 15, chapter 36-ot 31, for the costs of investments in depreciable property for constructing
or equipping a facility, or both, in Montana to be used for biodiesel or biolubricant production.

(2) Subject to subsection (4), a taxpayer qualifying for a credit under this section is entitled to claim a
credit, as provided in subsection (3), for the costs described in subsection (1) incurred in the 2 tax years before
the facility begins producing biodiesel or biolubricant or in any tax year in which the facility is producing biodiesel
or biolubricant.

(3) The total amount of the credits for all years that may be claimed for a facility under this section is 15%
of the costs described in subsection (1).

(4) The following requirements must also be met for a taxpayer to be entitled to a tax credit under this
section:

(a) The depreciable property for which the creditis claimed must begin operating before January 1, 2015.

(b) (i) The taxpayer claiming a credit must be a persef-who corporation that as an owner, including a
contract purchaser or lessee, or who that pursuant to an agreement owns, leases, or has a beneficial interest in
a business that manufactures biodiesel or biolubricant.

(i) If more than one persen corporation has an interest in a business with qualifying property, they the

corporations may allocate all or any part of the investment cost among themsetves the corporations and their

SUCCEeSSOors or assigns.

(c) The business must be owned or leased during the tax year by the taxpayer claiming the credit, except
as otherwise provided in subsection (4)(b), and, except for the 2 tax-year period claimed in subsection (2), must
have been producing biodiesel or biolubricant during the tax year for which the credit is claimed and during each
year in which the credit is carried forward.

(5) The credit provided by this section is not in lieu of any depreciation or amortization deduction for the
investment or other tax incentive to which the taxpayer otherwise may be entitled under Title 15.

(6) A tax credit allowable under this section that is not completely used by the taxpayer in the tax year
in which the credit was initially taken may be carried forward for credit against a taxpayer's tax liability for any
succeeding tax year until the total amount of the credit has been deducted from tax liability. However, a credit may
not be carried forward to any tax year in which the facility in which the depreciable property is installed is not
producing biodiesel or biolubricant or beyond the 7th tax year after the tax year for which the credit was initially
claimed. If a facility for which a credit is claimed ceases production of biodiesel or biolubricant for a period of 12
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continuous months within 5 years after the initial claiming of a credit under this section or within 5 years after a
year in which the credit was carried forward, the credit is subject to recapture. The pefrsetr corporation claiming
the credit is liable for the total amount of the credit in the event of recapture.

(7) The taxpayer's adjusted basis for determining gain or loss may not be further decreased by any tax

credits allowed under this section.

{9)(8) As used in this section, the following definitions apply:

(a) "Biodiesel" has the meaning provided in 15-70-301.
(b) "Biolubricant" has the meaning provided in +5-32-76+(9) 15-32-701(8)."

Section 61. Section 15-32-703, MCA, is amended to read:

"15-32-703. Biodiesel blending and storage tax credit -- recapture -- report to interim committee.
(1) Anindividual; A corporation, pattrership;orsmattbusinesseotporation; as defined in $5-36-336+ 15-31-101,
may receive a credit against taxes imposed by Title 15, chapter 36-er 31, for the costs of investments in
depreciable property used for storing or blending biodiesel with petroleum diesel for sale.

(2) Subject to subsection (4), a special fuel distributor or an owner or operator of a motor fuel outlet
qualifying for a credit under this section is entitled to claim a credit, as provided in subsection (3), for the costs
described in subsection (1) incurred in the 2 tax years before the taxpayer begins blending biodiesel fuel for sale
or in any tax year in which the taxpayer is blending biodiesel fuel for sale.

(3) (a) The total amount of the credits for all years that may be claimed by a distributor under this section
is 15% of the costs described in subsection (1), up to a total of $52,500.

(b) The total amount of the credits for all years that may be claimed by an owner or operator of a motor
fuel outlet under this section is 15% of the costs described in subsection (1), up to a total of $7,500.

(4) The following requirements must also be met for a taxpayer to be entitled to a tax credit under this
section:

(&) The investment must be for depreciable property used primarily to blend petroleum diesel with
biodiesel made entirely from Montana-produced feedstocks.
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(b) Sales of biodiesel must be at least 2% of the taxpayer's total diesel sales by the end of the third year
following the initial tax year in which the credit is initially claimed.

(c) (i) The taxpayer claiming a credit must be a persefr-who corporation that as an owner, including a
contract purchaser or lessee, or who that pursuant to an agreement owns, leases, or has a beneficial interest in
a business that blends biodiesel.

(i) If more than one petsen corporation has an interest in a business with qualifying property, they the

corporations may allocate all or any part of the investment cost among themsetves the corporations and their

SUCCEeSSOors or assigns.

(d) The business must be owned or leased during the tax year by the taxpayer claiming the credit, except
as otherwise provided in subsection (4)(c), and, except for the 2 tax-year period claimed in subsection (2), must
have been blending biodiesel during the tax year for which the credit is claimed.

(5) The credit provided by this section is not in lieu of any depreciation or amortization deduction for the
investment or other tax incentive to which the taxpayer otherwise may be entitled under Title 15.

(6) A tax credit allowable under this section that is not completely used by the taxpayer in the tax year
in which the credit is initially claimed may be carried forward for credit against the taxpayer's tax liability for any
succeeding tax year until the total amount of the credit has been deducted from tax liability. However, a credit may
not be carried forward to any tax year in which the facility is not blending biodiesel or storing biodiesel for blending
or beyond the 7th tax year after the tax year for which the credit was initially claimed. If a facility for which a credit
is claimed ceases blending of biodiesel with petroleum diesel for sale for a period of 12 continuous months within
5 years after the initial claiming of a credit under this section or within 5 years after a year in which the credit was
carried forward or if the taxpayer claiming the credit fails to satisfy the conditions of subsection (4)(b), the total
credit is subject to recapture. The petson corporation claiming the credit is liable for the total amount of the credit
in the event of recapture.

(7) The taxpayer's adjusted basis for determining gain or loss may not be further decreased by any tax

credits allowed under this section.

{9)(8) As used in this section, "biodiesel" has the meaning provided in 15-70-301.
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46)(9) The department shall report to the revenue and transportation interim committee at least once
each year regarding the number and type of taxpayers claiming the credit under this section, the total amount

of the credit claimed, and the department's cost associated with administering the credit."

Section 62. Section 15-33-106, MCA, is amended to read:
"15-33-106. Capital gains -- dividends exempted. Any capital gains or dividend income realized by
arrthdividtater a corporation from an investment in an SBIC organized in accordance with this part is exempt

from taxation under the provisions of Title 15, ehapters-36-and chapter 31."

Section 63. Section 15-61-202, MCA, is amended to read:
"15-61-202. Tax exemption -- conditions. (1) Except as provided in this section, the-amoetntofprinecipat

interest or other income on that principal that was contributed to a medical care savings account prior to January

1, 2014, may be excluded from the adjtstedgross Montana taxable income of the employee or account holder

and are is exempt from taxation, in accordance with £5-36-2416(2)) [section 2], as long as the principal and
interest or other income is contained within the account or withdrawn only for payment of eligible medical
expenses or for the long-term care of the employee or account holder or a dependent of the employee or account
holder. Any part of the principal or income, or both, withdrawn from an account may not be excluded under
stibseetion{2)yand this subsection if the amount is withdrawn from the account and used for a purpose other than
an eligible medical expense or the long-term care of the employee or account holder or a dependent of the

employee or account holder.

$3,066—Fhere For contributions that were made prior to January 1, 2014, there is no limitation on the amount of

funds and interest or other income on those funds that may be retained tax-free within an account.
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5)(3) The transfer of money in an account owned by one employee or account holder to the account

of another employee or account holder within the immediate family of the first employee or account holder does
not subject either employee or account holder to tax liability under this section. Amounts contained within the
account of the receiving employee or account holder are subject to the requirements and limitations provided in
this section.

6)(4) The employee or account holder who establishes the account is the owner of the account. An
employee or account holder may withdraw money in an account and deposit the money in another account with
a different or with the same account administrator without incurring tax liability.

A (5) The amount of a disbursement of any assets of a medical care savings account pursuant to a filing
for protection under the United States Bankruptcy Code, 11 U.S.C. 101 through 1330, by an employee or account
holder does not subject the employee or account holder to tax liability.

8)(6) Within 30 days of being furnished proof of the death of the employee or account holder, the
account administrator shall distribute the principal and accumulated interest or other income in the account to the

estate of the employee or account holder or to a designated pay-on-death beneficiary as provided in 72-6-223."

Section 64. Section 15-61-203, MCA, is amended to read:

"15-61-203. Withdrawal of funds from account for purposes other than medical expenses and
long-term care. (1) An employee or account holder may withdraw money from the individual's medical care
savings account for any purpose other than an eligible medical expense or the long-term care of the employee
or account holder or a dependent of the employee or account holder only on the last business day of the account
administrator's business year. Money withdrawn from an account pursuant to this subsection that had been

excluded from taxation pursuant to 15-61-202 must be taxed as ordinary income of the employee or account

holder.

(2) If the employee or account holder withdraws money from the account other than for eligible medical
expenses or long-term care or other than on the last business day of the account administrator's business year,
the administrator shall withhold from the amount of the withdrawal and, on behalf of the employee or account
holder, pay as a penalty to the department ef+tevente an amount equal to 10% of the amount of the withdrawal.
Payments made to the department pursuant to this section must be deposited in the general fund. Money
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withdrawn from an account pursuant to this subsection must be taxed as ordinary income of the employee or

account holder if it had been excluded from taxation pursuant to 15-61-202.

(3) For the purposes of this section, "last business day of the account administrator's business year",
as applied to an account administrator who is also the account holder or an employee, means the last weekday

in December."

Section 65. Section 15-62-208, MCA, is amended to read:
"15-62-208. Tax on certain withdrawals of deductible contributions. (1) There is a recapture tax at

a rate equal to the highest rate of tax provided in 15-30-2103 on the recapturable withdrawal of amounts that
redueced-aditstedgross—income—tnder15-30-2116{11) were deducted from income in calculating Montana

individual income taxes.

(2) For purposes of determining the portion of a recapturable withdrawal that reduced adjusted-gross

tneeme Montana individual income taxes, all withdrawals must be allocated between income and contributions

in accordance with the principles applicable under section 529(c)(3)(A) of the Internal Revenue Code of 1986,
26 U.S.C.529(c)(3)(A). The portion of a recapturable withdrawal that is allocated to contributions must be treated
as derived first from contributions, if any, that did not reduce adjtstedgrossinceme Montana individual income

taxes, to the extent of those contributions, and then to contributions that reduced adjustedgrossincome Montana

individual income taxes. The portion of any other withdrawal that is allocated to contributions must be treated as

first derived from contributions that reduced adjtstedgross Montana individual income taxes, to the extent of the

contributions, and then to contributions that did not reduce adjtstedgross Montana individual income taxes.

(3) (a) The recapture tax imposed by this section is payable by the owner of the account from which the
withdrawal or contribution was made. The tax liability must be reported on the income tax return of the account
owner and is payable with the income tax payment for the year of the withdrawal or at the time that an income
tax payment would be due for the year of the withdrawal. The account owner is liable for the tax even if the
account owner is not a Montana resident at the time of the withdrawal.

(b) The department may require withholding on recapturable withdrawals from an account that was at
one time owned by a Montana resident if the account owner is not a Montana resident at the time of the
withdrawal. For the purposes of this subsection (3)(b), amounts rolled over from an account that was at one time
owned by a Montana resident must be treated as if the account is owned by a resident of Montana.

(4) For the purposes of this section, all contributions made to accounts by residents of Montana are
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presumed to have reduced the contributor's adjustet-grossincome Montana individual income taxes unless the

contributor can demonstrate that all or a portion of the contributions did not reduce adjtsted-gross—ineome

Montana individual income taxes.

(5) As used in this section, "recapturable withdrawal" means a withdrawal or distribution that is a

nonqualified withdrawal or a withdrawal or distribution from an account that was opened after the later of:
(&) April 30, 2001; or
(b) the date that is 3 years prior to the date of the withdrawal or distribution.
(6) The department shall use all means available for the administration and enforcement of income tax

laws in the administration and enforcement of this section."

Section 66. Section 15-63-202, MCA, is amended to read:
"15-63-202. Tax exemption -- conditions. (1) Except as provided in this section, the amount of principal

provided for in subsection (2) contributed annuatty prior to January 1, 2014, by an account holder to an account

and all interest or other income on the principal that was contributed prior to January 1, 2014, may be excluded

from the—adjusted—gross Montana taxable income of the account holder and is exempt from taxation, in

accordance with $5-368-2416(2){k) [section 2], as long as the principal and interest or other income is contained
within the account or withdrawn only for eligible costs for the purchase of a single-family residence by a first-time
home buyer. Any part of the principal or income, or both, withdrawn from an account may not be excluded under

stbsection{2)yand this subsection if the amount is withdrawn from the account and used for a purpose other than

for eligible costs for the purchase of a single-family residence.

—e)y—Fhetre For contributions to principal that were made prior to January 1, 2014, there is no limitation on

the amount of principal and interest or other income on the principal that may be retained tax-free within an

account.
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6)(3) The account holder who establishes the account, individually or jointly, is the owner of the account.

An account holder may withdraw money in an account and deposit the money in another account with a different
account administrator or with the same account administrator without incurring tax liability.

tA(4) The account holder shall use the money in the account for the eligible costs related to the
purchase of a single-family residence within 10 years following the year in which the account was established.
Any principal and income in the account not expended on eligible costs at the time of purchase of a single-family
residence or any principal or income remaining in the account on December 31 of the last year of the 10-year
period must be taxed as ordinary income.

8)(5) The amount of a disbursement of any assets of a first-time home buyer savings account pursuant
to a filing for protection under the United States Bankruptcy Code, 11 U.S.C. 101 through 1330, by an account
holder does not subject the account holder to tax liability.

9)(6) Within 30 days of being furnished proof of the death of the account holder, the account
administrator shall distribute the principal and accumulated interest or other income in the account to the estate

of the account holder or to a designated pay-on-death beneficiary as provided in 72-6-223."

Section 67. Section 16-11-110, MCA, is amended to read:

"16-11-110. Signature alternatives for electronically filed returns. For purposes of Title 15, chapters
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1, 2, 6 through 10, 15 through 18, 23, 24, 30 through 33, 35 through 38, 44, 56; 51, 53, 59 through 61, and 65,
and Title 16, chapter 11, the director of revenue, and for the purposes of Title 15, chapter 70, the director of the
department of transportation, may prescribe, by rule, methods for signing, subscribing, or verifying electronically
filed tax returns. Returns electronically filed in accordance with the methods adopted by rule have the same

validity and consequences as physical forms signed by a taxpayer."

Section 68. Section 17-6-316, MCA, is amended to read:

"17-6-316. Economic development loan -- infrastructure tax credit. (1) A loan made pursuant to
17-6-309(2) must be used to build infrastructure, as provided for in 7-15-4288(4), such as water systems, sewer
systems, water treatment facilities, sewage treatment facilities, and roads, that allows the location or creation of
a business in Montana. The loan must be made to a local government that will create the necessary
infrastructure. The infrastructure may serve as collateral for the loan. The local government receiving the loan
may charge fees to the users of the infrastructure. A loan repayment agreement must provide for repayment of
the loan from the entity authorized to charge fees for the use of the services of the infrastructure. Loans made
pursuant to 17-6-309(2) qualify for the job credit interest rate reductions under 17-6-318 if the interest rate
reduction passes through to the business creating the jobs.

(2) Aloan pursuant to 17-6-309(2) and this section may not be made until the board is satisfied that the
condition in 17-6-309(2) will be met. If the condition contained in 17-6-309(2) is not met, any credits received
pursuant to subsection (3) of this section must be returned to the state.

(3) A business that is created or expanded as the result of a loan made pursuant to 17-6-309(2) and
subsection (1) of this section is entitled to a credit against taxes due under Title 15, chapter 36-et 31, for the
portion of the fees attributable to the use of the infrastructure. The total amount of tax credit claimed may not

exceed the amount of the loan. The credit may be carried forward for 7 tax years or carried back for 3 tax years."

Section 69. Section 19-2-1004, MCA, is amended to read:

"19-2-1004. Exemption from taxes and legal process. Except as provided in 19-2-907 and 19-2-909,
the right of a person to any benefit or payment from a retirement system or plan and the money in the system or
plan's pension trust fund is not:

(1) subject to execution, garnishment, attachment, or any other process;

(2) subject to state; county; or municipal taxes except for:
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— b} a refund of a member's regular contributions picked up by an employer after June 30, 1985, as

provided in 19-3-315, 19-5-402, 19-6-402, 19-7-403, 19-8-502, 19-9-710, or 19-13-601; or

(3) assignable except as specifically provided in this chapter.”

Section 70. Section 19-17-407, MCA, is amended to read:
"19-17-407. Exemption from taxatterand legal process. (hrTthe-amotnt-determined-purstantto

— (2} Benefits received under this part are not subject to execution, garnishment, attachment, or any other

process."

Section 71. Section 19-18-612, MCA, is amended to read:

"19-18-612. Protection of benefits from legal process antH-taxatiotr -- nonassignability. () Except
for execution or withholding for the payment of child support or for the payment of spousal support for a spouse
or former spouse who is the custodial parent of the child, payments made or to be made under this chapter are
not subject to judgments, garnishment, execution, or other legal process. A person entitled to a pension may not

assign the right, and the association and trustees may not recognize any assignment or pay over any sum

assigned.

Section 72. Section 19-19-504, MCA, is amended to read:

"19-19-504. Protection of benefits from legal process-anttaxationr. {&y Except for execution or
withholding for the payment of child support or for the payment of spousal support for a spouse or former spouse
who is the custodial parent of the child, the benefits provided for in this part are not subject to execution,

garnishment, attachment, or the operation of bankruptcy, insolvency, or other process of law and are

unassignable except as specifically provided in 19-19-505.
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Section 73. Section 19-20-706, MCA, is amended to read:

"19-20-706. Exemption from taxation and legal process. Except as provided in 19-20-305 and
19-20-306, the retirement allowances or any other benefits accrued or accruing to any person under the
provisions of the retirement system and the accumulated contributions and cash and securities in the various

funds of the retirement system are:

(1) exempted from any state; county; or municipal tax efthe-state-of-Montatia except for:

—b) awithdrawal paid under 19-20-603 of a member's contributions picked up by an employer after June
30, 1985, as provided in 19-20-602;

(2) not subject to execution, garnishment, attachment by trustee process or otherwise, in law or equity,
or any other process; and

(3) unassignable except as specifically provided in this chapter."

Section 74. Section 19-21-212, MCA, is amended to read:

"19-21-212. Exemption from taxation, legal process, and assessments. Except for execution or
withholding for the payment of child support or for the payment of spousal support for a spouse or former spouse
who is the custodial parent of the child, contracts, benefits, and contributions under the optional retirement
program and the earnings on the contributions are:

1)
15-306-21106(2)te); exempt from any state; county; or municipal tax;

(2) not subject to execution, garnishment, attachment, or other process;

(3) not covered or assessable by an insurance guaranty association; and

(4) unassignable except as specifically provided in the contracts.”

Section 75. Section 33-22-2006, MCA, is amended to read:

"33-22-2006. Premium incentive payments, premium assistance payments, and tax credits for
small employer health insurance premiums paid -- eligibility for small group coverage -- amounts. (1) An
employer is eligible to apply for premium incentive payments and premium assistance payments or a tax credit
under this part if the employer and any related employers:
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(a) did not have more than the number of employees established for eligibility by the commissioner at
the time of registering for premium incentive payments or premium assistance payments or a tax credit under
33-22-2008;

(b) provide or will provide a group health plan that meets the requirements of creditable coverage for the
employer's and any related employer's employees;

(c) do not have delinquent state tax liability owing to the department of revenue from previous years;

(d) have been registered as eligible small employer participants by the commissioner as provided in
33-22-2008; and

(e) do not have any employees, not including an owner, partner, or shareholder of the business, who
received more than $75,000 in wages, as defined in 39-71-123, from the small employer or related employer in
the prior tax year.

(2) An owner, partner, or shareholder of a business who received more than $75,000 in wages, as
defined in 39-71-123, and those individuals' spouses who are employees are not eligible under this chapter for:

(a) any premium assistance payment. However, a premium incentive payment may be made for the
premium share paid by the business for group health insurance coverage for:

(i) the owner, partner, or shareholder;

(ii) a spouse of those listed in subsection (2)(a)(i) who is also an employee of the business; or

(iif) dependents of those listed in subsection (2)(a)(i).

(b) a tax credit for group health insurance premiums paid by the business or the owner, partner, or
shareholder for group health insurance coverage for the individual or the individual's dependents.

(3) An employee, including an owner, partner, or shareholder or any dependent of an employee, who
is also eligible for the children's health insurance program provided for under Title 53, chapter 4, part 10, or
medicaid under Title XIX of the Social Security Act may become ineligible to receive a premium assistance
payment.

(4) The commissioner shall establish, by rule, the maximum number of employees that may be employed
to qualify as a small employer under subsection (1). However, the number may not be less than two employees
or more than nine employees. The maximum number may be different for employers seeking premium incentive
payments and premium assistance payments than for employers seeking a tax credit. The humber must be set
to maximize the number of employees receiving coverage under this part. The commissioner may not change
the maximum employee number more often than every 6 months. If the maximum number of allowable employees
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is changed, the change does not disqualify registered employers with respect to the tax year for which the
employer has registered.

(5) Except as provided in subsection (6), an eligible small employer that is a corporation, as defined in

15-31-101, may claim a tax credit against taxes imposed by Title 15, chapter 31, in the following amounts:

(&) (i) not more than $100 each month for each employee and $100 each month for each employee's
spouse, if the employer covers the employee's spouse, if the average age of the group is under 45 years of age;
or

(i) not more than $125 each month for each employee and $100 each month for each employee's
spouse, if the employer covers the employee's spouse, if the average age of the group is 45 years of age or older;
and

(b) not more than $40 each month for each dependent, other than the employee's spouse, if the
employer is paying for coverage for the dependents, not to exceed two dependents of an employee in addition
to the employee's spouse.

(6) An employer may not claim a tax credit:

(a) in excess of 50% of the total premiums paid by the employer for the qualifying small group;

(b) for premiums paid from a medical care savings account provided for in Title 15, chapter 61; or

(c) for premiums for which a deduction is claimed under $5-36-243%or 15-31-114.

(7) An employer may not claim a premium incentive payment in excess of 50% of the total premiums paid

by the employer for the qualifying small group.”

Section 76. Section 33-22-2007, MCA, is amended to read:

"33-22-2007. Filing for tax credit -- filing for premium incentive payments and premium assistance
payments. (1) An eligible small employer may:

(a) apply the tax credit against taxes due for the current tax year on a return filed pursuant to Title 15,
chapter 36-or 31; or

(b) if the eligible small employer did not sponsor a group health plan that provides creditable coverage
for employees during the 2 years prior to the first tax year of registration for the premium incentive payments or
premium assistance payments or operates a new business that is less than 2 years old and has never sponsored
a group health plan that provides creditable coverage, apply to receive monthly premium incentive payments and
premium assistance payments to be applied to coverage obtained through the purchasing pool or qualified
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association health plan coverage approved by the commissioner.

(2) An eligible small employer may not, in the same tax year, apply the tax credit against taxes due for
the current tax year as provided for in subsection (1)(a) and receive premium incentive payments as provided
for in subsection (1)(b).

(3) The premium incentive payments and premium assistance payments provided for in subsection (1)(b)
must be paid pursuant to a plan of operation implemented by the board and any applicable administrative rules.

(4) (a) If an eligible small employer is a corporation, as defined in 15-31-101, and an eligible small

employer's tax credit as provided in subsection (1)(a) exceeds the employer's liability under +5-36-2163-of
15-31-121, the amount of the excess must be refunded to the eligible small employer. The tax credit may be

claimed even if the eligible small employer that is a corporation has no tax liability under 4$5-36-2163—of

15-31-121.

(b) A tax credit is not allowed under +5-36-2367 15-31-132; or any other provision of Title 15, chapter
36-or 31, with respect to any amount for which a tax credit is allowed under this part.

(5) The department of revenue or the commissioner may grant a reasonable extension for filing a claim
for premium incentive payments or premium assistance payments or a tax credit whenever, in the department's
or the commissioner's judgment, good cause exists. The department of revenue and the commissioner shall keep
a record of each extension and the reason for granting the extension.

(6) (a) If an employer that would have a claim under this part ceases doing business before filing the
claim, the representative of the employer who files the tax return or pays the premium may file the claim.

(b) If a corporation that would have a claim under this part merges with or is acquired by another
corporation and the merger or acquisition makes the previously eligible corporation ineligible for the premium
incentive payments, premium assistance payments, or tax credit in the future, the surviving or acquired
corporation may file for the premium incentive payments, premium assistance payments, or tax credit for any
claim period during which the former eligible corporation remained eligible.

(c) Ifan employer that would have a claim under this part files for bankruptcy protection, the receiver may
file for the premium incentive payments, premium assistance payments, or tax credit for any claim period during

which the employer was eligible."

Section 77. Section 33-22-2008, MCA, is amended to read:

"33-22-2008. Registration -- funding limitations -- transfers -- maximum number -- waiting list --
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information transfer for tax credits. (1) (a) Each eligible small employer that proposes to apply for premium

incentive payments and premium assistance payments or a tax credit against taxes imposed by Title 15, chapter

31, under this part must be registered each year with the commissioner.

(b) An eligible small employer may submit a new application for the premium incentive payments and
premium assistance payments or the tax credit anytime during the year, but in order to maintain the employer's
registration for the next year, the registration application must be renewed each year.

(c) The registration application must include the number of individuals covered, as of the date of the
registration application, under the small group health plan for which the employer is seeking premium incentive
payments and premium assistance payments or a tax credit. If, after the initial registration, the number of
individuals increases, the employer may apply to register the additional individuals, but those additional
individuals may be added only at the discretion of the commissioner, who shall limit enroliment based on available
funds.

(d) A small employer is not eligible to apply for premium incentive payments and premium assistance
payments or a tax credit for a number of employees, or the employees' spouses or dependents, over the number
that has been established in 33-22-2006 as the maximum number of employees an employer may have in order
to qualify for registration for the time period in question.

(e) An employer's decision to apply for premium incentive payments and premium assistance payments

or a tax credit against taxes imposed by Title 15, chapter 31, is irrevocable for 12 months or until the purchasing

pool group health plan or qualified association health plan renews its registration, whichever time period is less.
An employer may choose to discontinue receiving any premium incentive payments and premium assistance
payments or tax credits at any time.

(2) The commissioner shall register qualifying eligible small employers in the order in which applications
are received and according to whether or not the application is for premium incentive payments and premium

assistance payments or a tax credit against taxes imposed by Title 15, chapter 31. Initially, 60% of the available

funding must be dedicated to provide and maintain premium incentive payments and premium assistance
payments for eligible small employers who have not sponsored group health plans that provide creditable
coverage in the previous 2 years and who chose to join the purchasing pool or a qualified association health plan
and 40% of the available funding must be dedicated to tax credits for eligible small employers who currently
sponsor a small group health plan that provides creditable coverage. Funding may be transferred from the
allocated fund for premium incentive payments and premium assistance payments to the general fund for tax
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credits or from the funds allocated for tax credits to the allocated fund for premium incentive payments and
premium assistance payments if the board requests the transfer as provided in 33-22-2004 and the commissioner
approves the request.

(3) (a) The maximum number of eligible small employers is reached when the anticipated amount of
claims for premium incentive payments and premium assistance payments and tax credits has reached 95% of
the amount of money allocated for premium incentive payments and premium assistance payments and tax
credits.

(b) The commissioner may establish a waiting list for applicants that are otherwise qualified for
registration but cannot be registered because of a lack of money or because the maximum number of eligible
small employers has been reached.

(c) The commissioner shall mail to each employer registered under this section a notice of registration
containing a unique registration number and indicating eligibility for either premium incentive payments and
premium assistance payments or a tax credit. The commissioner shall also issue to each employer that is eligible
for premium incentive payments and premium assistance payments or the tax credit a certificate, placard, sticker,
or other evidence of participation that may be publicly posted.

(d) The commissioner shall notify all persons who applied for registration and who were not accepted
that they were not registered and the reason that they were not registered.

(4) A prospective participant shall apply for registration on a form provided by the commissioner. The
prospective participant shall:

(a) provide the number of employees and whether the employer qualifies under 33-22-2006;

(b) provide information that is necessary to estimate the amount of the premium incentive payments and
premium assistance payments payable to the applicant or the amount of the tax credit available to the applicant,
such as the ages of employees or dependents, relationships of employees' dependents, and information required
by the department of public health and human services for determination of eligibility for premium assistance
payments matched by federal funds;

(c) indicate whether the prospective employer intends to pursue the claim as a tax credit thretugh-the

theome-taxprocess against taxes imposed by Title 15, chapter 31, or through premium incentive payments and

premium assistance payments to be applied toward purchasing pool or eligible qualified association health plan
coverage;
(d) indicate whether or not the employer previously sponsored a group health plan that provided
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creditable coverage and, if so, when and for how long; and

(e) provide any additional information determined by the commissioner to be necessary to support an
application.

(5) Each year, small employer participants shall timely reregister with the commissioner in order to
determine the participant's continued eligibility. The commissioner shall accept applications for continued
registration:

(a) for purchasing pool participants at any time within 12 months of the initial registration approval or
within the time period for renewal of the coverage under this part, whichever is longer;

(b) for tax credit participants on December 1 of each year. The commissioner shall stop accepting
renewal applications for tax credit participants 60 calendar days later.

(6) The commissioner shall transmit to the department of revenue, atleast annually, a list of eligible small

employers that are taxpayers corporations as defined in 15-31-101 that are entitled to the tax credit against taxes

imposed by Title 15, chapter 31, and shall specify the taxpayer's name and tax identification number, the tax year

to which the credit applies, the amount of the credit, and whether the credit is to be applied against taxes due on
the taxpayer's return or paid as premium incentive payments or premium assistance payments. Unless there has
been a finding of fraud or misrepresentation on the part of the taxpayer regarding issues relating to eligibility for
the tax credit, the department of revenue may not redetermine or change the commissioner's determination
regarding the taxpayer's entitlement to and amount of the tax credit.

(7) If the department of public health and human services receives approval for a section 1115 waiver
as provided in 53-2-216, the commissioner shall work with the department of public health and human services

with regard to eligibility determinations as required by federal law or waiver conditions."

Section 78. Section 33-27-101, MCA, is amended to read:
"33-27-101. Shorttitle. Sections 15-30-2118, $5-36-214%; 15-31-117, 15-31-118, and this chapter may

be cited as the "Independent Liability Fund Act".

Section 79. Section 33-27-102, MCA, is amended to read:

"33-27-102. Purpose. The purpose of 15-30-2118, $5-36-2444; 15-31-117, 15-31-118, and this chapter
is to create a means by which small businesses operating in Montana may establish independent liability funds
to set aside assets or make investments to meet any liability claims that might be made against the small
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businesses by third parties."

Section 80. Section 33-27-103, MCA, is amended to read:

"33-27-103. Definitions. As used in 15-30-2118, 45-36-2144%; 15-31-117, 15-31-118, and this chapter,
the following definitions apply:

(1) "Fiscal year" means the 12-month period used by a particular small business in preparing and filing
its Montana individual income tax, corporate license tax, or corporate income tax return.

(2) "Independent liability fund" means a collection of money, assets, and investments that has been set
aside by a small business to meet the needs of any liability claims, except workers' compensation claims, brought
against it by third parties.

(3) "Liability claim" means any legal or extralegal action by a third party asserting a right to compensation
for a wrong done to it by a small business with an independent liability fund.

(4) "Small business" means any commercial or nonprofit enterprise qualified to do business in the state
and qualified as a small business under the criteria established by the federal small business administration on
April 20, 1987.

(5) "Third party" means a person other than an employee or the management of a small business or of

a subsidiary or closely related enterprise of a small business."

Section 81. Section 37-4-104, MCA, is amended to read:

"37-4-104. Twelve-month period for disposition of deceased or disabled dentist's practice by
personal representative -- restrictions. (1) For the purpose of selling or otherwise disposing of a deceased or
a disabled licensee's dental practice and for a period not to exceed 12 months, a person who is not licensed to
practice dentistry but who is the personal representative of the estate of a deceased dentist or the personal
representative of a disabled dentist may contract with a dentist to manage the dental practice at an establishment
where dental operations, oral surgery, or dental services are provided.

(2) A personal representative may not:

(a) govern the clinical sufficiency, suitability, reliability, or efficacy of a particular service, product,
process, or activity as it relates to the delivery of dental care;

(b) preclude or otherwise restrict a dentist's ability to exercise independent professional judgment over
all qualitative and quantitative aspects of the delivery of dental care;
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(c) allow any person other than a dentist to supervise and control the selection, compensation, terms,
conditions, obligations, or privileges of employment or retention of clinical personnel in the dental practice;

(d) determine or limit a fee charged by the dentist or limit the methods of payment accepted by a dentist
or the dentist's practice; or

(e) limit or define the scope of services offered by the dentist.

(3) For the purposes of this section:

(a) "clinical" means having a significant relationship, whether real or potential, direct or indirect, to the
actual rendering or outcome of dental care, the practice of dentistry, or the quality of dental care being rendered
to a patient;

(b) "disabled"

45-36-2116 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; and

(c) "personal representative" of the estate of a deceased dentist has the same meaning as provided for
the term in 72-1-103.

(4) The 12-month period provided for in subsection (1) begins when:

(a) the personal representative of the estate of a deceased dentist files a verified copy of the death
certificate of the deceased with the department; or

(b) the personal representative of the disabled dentist files a verified copy of a document signed by a

licensed physician that attests to the dentist's disability."

Section 82. Section 47-1-111, MCA, is amended to read:

"47-1-111. Eligibility -- determination of indigence -- rules. (1) (a) When a court orders the office to
assign counsel, the office shall immediately assign counsel prior to a determination under this section.

(b) If the person for whom counsel has been assigned is later determined pursuant to this section to be
ineligible for public defender services, the office shall immediately notify the court so that the court's order may
be rescinded.

(c) A person for whom counsel is assigned is entitled to the full benefit of public defender services until
the court's order requiring the assignment is rescinded.

(d) Any determination pursuant to this section is subject to the review and approval of the court. The
propriety of an assignment of counsel by the office is subject to inquiry by the court, and the court may deny an
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assignment.

(2) (a) An applicant who is eligible for a public defender because the applicant is indigent shall also
provide a detailed financial statement and sign an affidavit. The court shall advise the defendant that the
defendant is subject to criminal charges for any false statement made on the financial statement.

(b) The application, financial statement, and affidavit must be on a form prescribed by the commission.
The affidavit must clearly state that it is signed under the penalty of perjury and that a false statement may be
prosecuted. The judge may inquire into the truth of the information contained in the affidavit.

(c) Information disclosed in the application, financial statement, or affidavit is not admissible in a civil or
criminal action except when offered for impeachment purposes or in a subsequent prosecution of the applicant
for perjury or false swearing.

(d) The office may not withhold the timely provision of public defender services for delay or failure to fill
out an application. However, a court may find a person in civil contempt of court for a person's unreasonable
delay or failure to comply with the provisions of this subsection (2).

(3) An applicant is indigent if:

(a) the applicant's gross household income;as-defired-n-15-36-233% is at or less than 133% of the
poverty level set according to the most current federal poverty guidelines updated periodically in the Federal
Register by the United States department of health and human services under the authority of 42 U.S.C. 9902(2);
or

(b) the disposable income and assets of the applicant and the members of the applicant's household are
insufficient to retain competent private counsel without substantial hardship to the applicant or the members of
the applicant's household.

(4) A determination of indigence may not be denied based solely on an applicant's ability to post bail or
solely because the applicant is employed.

(5) Adetermination may be modified by the office or the court if additional information becomes available
or if the applicant's financial circumstances change.

(6) The commission shall establish procedures and adopt rules to implement this section. Commission
procedures and rules:

(&) must ensure that the eligibility determination process is fair and consistent statewide;

(b) must allow a qualified private attorney to represent an applicant if the attorney agrees to accept from
the applicant a compensation rate that will not constitute a substantial financial hardship to the applicant or the
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members of the applicant's household;

(c) may provide for the use of other public or private agencies or contractors to conduct eligibility
screening under this section;

(d) must avoid unnecessary duplication of processes; and

(e) must prohibitindividual public defenders from performing eligibility screening pursuant to this section.

(7)_For purposes of this section, "gross household income" means all income received by all individuals

of a household while they are members of the household."

Section 83. Section 50-51-114, MCA, is amended to read:

"50-51-114. Temporary emergency lodging program --definitions. (1) There is a voluntary temporary
emergency lodging program for licensed establishments located in Montana to assist designated charitable
organizations in providing short-term lodging in Montana to individuals and families displaced from their
residences.

(2) Except as provided in subsection (8), participating establishments may receive a tax credit as
provided in $5-36-238+-and 15-31-171 for providing temporary lodging to an individual who is:

(a) displaced from the individual's residence because of temporary immediate danger to the individual
posed by an assault, as described in 45-5-206, or potential assault by a partner or family member, as defined in
45-5-206; and

(b) referred to the establishment by a designated charitable organization.

(3) Except as provided in subsection (8), establishments participating in the temporary emergency
lodging program are eligible for a tax credit as provided in £5-36-238%and 15-31-171 for up to 5 nights of lodging
for each individual per calendar year.

(4) Temporary emergency lodging provided under this section must be provided at no cost to the
individual or the referring organization.

(5) Participating establishments may offer lodging based on availability of rooms.

(6) The department shall maintain a registry of designated charitable organizations and shall provide a
list of approved organizations to establishments upon request. The department shall seek comment from
statewide nonprofit organizations that work with victims of disaster and domestic violence when developing and
updating the registry.

(7) For the purposes of 50-51-115 and this section, "designated charitable organization" means an
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organization approved by the department to make referrals for temporary emergency lodging.
(8) The tax credit referred to in subsections (2) and (3) does not apply to the costs of providing lodging
to an individual who is displaced by a major disaster declared by the president under 42 U.S.C. 5170 or 5191 and

who receives financial assistance for temporary housing under 42 U.S.C. 5174."

Section 84. Section 53-2-211, MCA, is amended to read:

"53-2-211. Department to share eligibility data. (1) The department shall make available to the
unemployment compensation program of the department of labor and industry all information contained in its files
and records pertaining to eligibility of persons for medicaid, financial assistance and nonfinancial assistance, as
defined in 53-2-902, and food stamps. The information made available must include information on the amount
and source of an applicant's income. The information received from the department must be used by the
department of labor and industry for the purpose of determining fraud, abuse, or eligibility for benefits under the
unemployment compensation program of the state and for no other purpose.

(2) The department shall make available to the unemployment compensation and workers' compensation
programs of the department of labor and industry all information contained in its files and records pertaining to
eligibility of persons for low-income energy assistance and weatherization. The information made available must
include information on the amount and source of an applicant's income. The information received from the
department must be used by the department of labor and industry for the purpose of determining fraud, abuse,
or eligibility for benefits under the unemployment compensation and workers' compensation programs of the state
and for no other purpose.

(3) (a) Subject to federal restrictions, the department may request information from the department of
labor and industry pertaining to unemployment, workers' compensation, and occupational disease benefits. If the
department of labor and industry discovers evidence relating to fraud or abuse for unemployment, workers'
compensation, or occupational benefits, the department of labor and industry may request information from the

department of revenue pertaining to income as provided in $5-36-2618(8)(e} 15-30-2618(8)(b).

(b) The information must be used by the department for the purpose of determining fraud, abuse, or
eligibility for benefits.

(4) The department may, to the extent permitted by federal law, make available to an agency of the state
or to any other organization information contained in its files and records pertaining to the eligibility of persons
for medicaid, financial assistance and nonfinancial assistance, as defined in 53-2-902, food stamps, low-income
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energy assistance, weatherization, or other public assistance.”

Section 85. Section 53-4-1103, MCA, is amended to read:

"53-4-1103. Definitions. For purposes of this part, the following definitions apply:

(1) "Comprehensive" means health insurance having benefits at least as extensive as those provided
under the children's health insurance program.

(2) "Department" means the department of public health and human services provided for in 2-15-2201.

(3) "Enrollee” means a child who is enrolled or in the process of being enrolled in the plan, including
children already enrolled in the programs described in 53-4-1104(2).

(4) (a) "Enrollment partner" means an organization or individual approved by the department to assist
in enrolling eligible children in the plan.

(b) An enrollment partner may be but is not limited to:

(i) alicensed health care provider;

(i) a school;

(iii) a community-based organization; or

(iv) a government agency.

(5) "Health coverage" means a program administered by the department or a disability insurance plan,
referred to in 33-1-207(1)(b), that provides public or private health insurance for children.

(6) (a) "Income" hasthemeaningprovidethnr-t5-36-2337# % {a)y means, except as provided in subsection

(6)(b), federal adjusted gross income, without regard to loss, as that quantity is defined in the Internal Revenue

Code, plus all nontaxable income, including but not limited to:

() _the amount of any pension or annuity, including Railroad Retirement Act benefits and veterans'

disability benefits;

(ii) the amount of capital gains excluded from federal adjusted gross income;
(iii) alimony;

(iv) support money;

(v) _nontaxable strike benefits;

(vi) cash public assistance and relief;

(vii) interest on federal, state, county, and municipal bonds; and

(viii) all payments received under federal social security except social security income paid directly to a
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nursing home.

(b) For the purposes of this subsection (6), income is reduced by the individual's basis.

(7) "Plan" means the healthy Montana kids plan established in 53-4-1104.
(8) "Premium" means the amount of money charged to provide coverage under a public or private health
coverage plan.

(9) "Presumptive eligibility" has the meaning provided in 42 CFR 457.355."

Section 86. Section 67-11-303, MCA, is amended to read:

"67-11-303. Bonds and obligations. (1) An authority may borrow money for any of its corporate
purposes and issue its bonds for those purposes, including refunding bonds, in the form and upon the terms that
it may determine, payable out of any revenue of the authority, including revenue derived from:

(a) an airport or air navigation facility or facilities;

(b) taxes levied pursuant to 67-11-301 or other law for airport purposes;

(c) grants or contributions from the federal government; or

(d) other sources.

(2) The bonds may be issued by resolution of the authority, without an election and without any limitation
of amount, except that bonds may not be issued at any time if the total amount of principal and interest to become
due in any year on the bonds and on any then-outstanding bonds for which revenue from the same source or
sources is pledged exceeds the amount of revenue to be received in that year as estimated in the resolution
authorizing the issuance of the bonds. The authority shall take all action necessary and possible to impose,
maintain, and collect rates, charges, rentals, and taxes, if any is pledged, sufficient to make the revenue from the
pledged source in the year at least equal to the amount of principal and interest due in that year.

(3) The bonds may be sold at public or private sale and may bear interest as provided in 17-5-102.
Except as otherwise provided in this section, any bonds issued pursuant to this chapter by an authority may be
payable as to principal and interest solely from revenue of the authority and must state on their face the applicable
limitations or restrictions regarding the source from which the principal and interest are payable.

(4) Bonds issued by an authority or municipality pursuant to the provisions of this chapter are declared
to be issued for an essential public and governmental purpose by a political subdivision within-the-meaningof

(5) For the security of bonds, the authority or municipality may by resolution make and enter into any
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covenant, agreement, or indenture and may exercise any additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The sums required from time to time to pay principal and
interest and to create and maintain a reserve for the bonds may be paid from any revenue referred to in this
chapter, prior to the payment of current costs of operation and maintenance of the facilities.

(6) Subject to the conditions stated in this subsection, the governing body of any municipality having a
population in excess of 10,000, with respect to bonds issued pursuant to this chapter by the municipality or by
an authority in which the municipality is included, may by resolution covenant that in the event that at any time
all revenue, including taxes, appropriated and collected for the bonds is insufficient to pay principal or interest
then due, it shall, subject to 15-10-420, levy a general tax upon all of the taxable property in the municipality for
the payment of the deficiency. The governing body may further covenant that at any time a deficiency is likely to
occur within 1 year for the payment of principal and interest due on the bonds, it shall, subject to 15-10-420, levy
a general tax upon all the taxable property in the municipality for the payment of the deficiency, and the taxes are
limited to a rate estimated to be sufficient to produce the amount of the deficiency. In the event that more than
one municipality having a population in excess of 10,000 is included in an authority issuing bonds pursuant to
this chapter, the municipalities may apportion the obligation to levy taxes for the payment of, or in anticipation of,
a deficiency in the revenue appropriated for the bonds in a manner that the municipalities may determine. The
resolution must state the principal amount and purpose of the bonds and the substance of the covenant
respecting deficiencies. A resolution may not be effective until the question of its approval has been submitted
to the qualified electors of the municipality at a special election called for that purpose by the governing body of
the municipality and a majority of the electors voting on the question have voted in favor of the resolution. The
special election must be held in conjunction with a regular or primary election. The notice and conduct of the
election is governed, to the extent applicable, as provided for municipal general obligation bonds in Title 7,
chapter 7, part 42, for an election called by cities and towns and as provided for county general obligation bonds
in Title 7, chapter 7, part 22, for an election called by counties. If a majority of the electors voting on the issue vote
against approval of the resolution, the municipality may not make the covenant or levy a tax for the payment of
deficiencies pursuant to this section, but the municipality or authority may issue bonds under this chapter payable

solely from the sources referred to in subsection (1)."

Section 87. Section 87-2-102, MCA, is amended to read:

"87-2-102. Resident defined. In determining whether a person is a resident for the purpose of issuing
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resident hunting, fishing, and trapping licenses, the following provisions apply:

(1) (a) A member of the regular armed forces of the United States, a member's dependent, as defined
in £5-30-2415 subsection (11), who resides in the member's Montana household, or a member of the armed
forces of a foreign government attached to the regular armed forces of the United States is considered a resident
for the purposes of this chapter if:

(i) the member was a resident of Montana under the provisions of subsection (4) at the time the member
entered the armed forces and continues to meet the residency criteria of subsections (4)(b) through (4)(e); or

(ii) the member is currently stationed in and assigned to active duty in Montana, has resided in Montana
for at least 30 days, and presents official assignment orders and proof of completion of a hunter safety course
approved by the department, as provided in 87-2-105, or a certificate verifying the successful completion of a
hunter safety course in any state or province. The 30-day residence requirement is waived in time of war.
Reassignment to another state, United States territory, or country terminates Montana residency for purposes
of this section, except that a reassigned member continues to qualify as a resident if the member's spouse and
dependents continue to physically reside in Montana and the member continues to meet the residency criteria
of subsections (4)(b) through (4)(e). The designation of Montana by a member of the regular armed forces as a
"home of record" or "home of residence” in that member's armed forces records does not determine the member's
residency for purposes of this section.

(b) A member of the regular armed forces of the United States who is otherwise considered a Montana
resident pursuant to subsection (1)(a)(i) does not forfeit that status as a resident because the member, by virtue
of that membership, also possesses, has applied for, or has received resident hunting, fishing, or trapping
privileges in another state or country.

(2) A person who has physically resided in Montana as the person's principal or primary home or place
of abode for 180 consecutive days and who meets the criteria of subsection (4) immediately before making
application for any license is eligible to receive resident hunting, fishing, and trapping licenses. As used in this
section, a vacant lot or a premises used solely for business purposes is not considered a principal or primary
home or place of abode.

(3) A person who obtains residency under subsection (2) may continue to be a resident for purposes of
this section by physically residing in Montana as the person's principal or primary home or place of abode for not
less than 120 days a year and by meeting the criteria of subsection (4) prior to making application for any resident
hunting, fishing, or trapping license.
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(4) In addition to the requirements of subsection (2) or (3), a person shall meet the following criteria to
be considered a resident for purposes of this section:

(a) the person's principal or primary home or place of abode is in Montana;

(b) the person files Montana state income tax returns as a resident if required to file;

(c) the person licenses and titles in Montana as required by law any vehicles that the person owns and
operates in Montana;

(d) except as provided in subsection (1)(b), the person does not possess or apply for any resident
hunting, fishing, or trapping licenses from another state or country or exercise resident hunting, fishing, or
trapping privileges in another state or country; and

(e) if the person registers to vote, the person registers only in Montana.

(5) A student who is enrolled full-time in a postsecondary educational institution out of state and who
would qualify for Montana resident tuition or who otherwise meets the residence requirements of subsection (2)
or (3) is considered a resident for purposes of this section.

(6) Anenrollee of ajob corps camp located within the state of Montana is, after a period of 30 days within
Montana, considered a resident for the purpose of making application for a fishing license as long as the person
remains an enrollee in a Montana camp.

(7) A person who does not reside in Montana but who meets all of the following requirements is a
resident for purposes of obtaining hunting and fishing licenses:

(a) The person's principal employment is within this state and the income from this employment is the
principal source of the applicant's family income.

(b) The person is required to pay and has paid Montana income tax in a timely manner and proper
amount.

(c) The person has been employed within this state on a full-time basis for at least 12 consecutive
months immediately preceding each application.

(d) The person's state of residency has laws substantially similar to this subsection (7).

(8) An unmarried minor is considered a resident for the purposes of this section if the minor's parents,
legal guardian, or parent with joint custody, sole custody, or visitation rights is a resident for purposes of this
section. The minor is considered a resident for purposes of this section regardless of whether the minor resides
primarily in the state or otherwise qualifies as a resident. The resident parent or guardian of the minor may be
required to show proof of the parental, guardianship, or custodial relationship to the minor.
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(9) A person is not considered a resident for the purposes of this section if the person:

(a) claims residence in any other state or country for any purpose; or

(b) is an absentee property owner paying property tax on property in Montana.

(10) A license agent is not considered a representative of the state for the purpose of determining a
license applicant's residence status.

(11) (a) The term "dependent"” means any of the following individuals over half of whose support was

received from the member:

(i) _a son or daughter of the member or a descendant of either;

(ii) a stepson or stepdaughter of the member;

(iii) a brother, sister, stepbrother, or stepsister of the member;

(iv) the father or mother of the member or an ancestor of either;

(v) a stepfather or stepmother of the member;

(vi) a son or daughter of a brother or sister of the member;

(vii) a brother or sister of the father or mother of the member;

(viii) a son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in-law, or sister-in-law of the

member;

——————

(ix) an individual who has as the individual's principal place of abode the home of the member and is a

member of the member's household; or

(x)_an individual who:

(A) is a descendant of a brother or sister of the father or mother of the member;

(B) forthe calendar year under consideration, received institutional care required by reason of a physical

or mental disability; and

(C)_before receiving the institutional care, was a member of the same household as the member.

(b) For purposes of this subsection (11):

(i)_the terms "brother" and "sister" include a brother or sister by the half blood; and

(i) in determining whether any of the relationships specified exist, a legally adopted child of an individual

must be treated as a child of the individual by blood."

Section 88. Section 87-2-105, MCA, is amended to read:

"87-2-105. Safety instruction required. (1) Except for a youth who qualifies for a license pursuant to
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87-2-805(4), a hunting license may not be issued to a person who is born after January 1, 1985, unless the
person authorized to issue the license determines proof of completion of:

(&) a Montana hunter safety and education course established in subsection (4) or (6);

(b) a hunter safety course in any other state or province; or

(c) a Montana hunter safety and education course that qualifies the person for a provisional certificate
as provided in 87-2-126.

(2) A hunting license may not be issued to a member of the regular armed forces of the United States
or to a member of the armed forces of a foreign government attached to the armed forces of the United States
who is assigned to active duty in Montana and who is otherwise considered a resident under 87-2-102(1) or to
a member's dependents, as defined in +5-36-2415 87-2-102, who reside in the member's Montana household;
unless the person authorized to issue the license determines proof of completion of a hunter safety course
approved by the department or a hunter safety course in any state or province.

(3) Abow and arrow license may not be issued to a resident or nonresident unless the person authorized
to issue the license receives an archery license issued for a prior hunting season or determines proof of
completion of a bowhunter education course from the national bowhunter education foundation or any other
bowhunter education program approved by the department. Neither the department nor the license agent is
required to provide records of past archery license purchases. As part of the department's bow and arrow
licensing procedures, the department shall notify the public regarding bowhunter education requirements.

(4) The department shall provide for a hunter safety and education course that includes instruction in
the safe handling of firearms and for that purpose may cooperate with any reputable organization having as one
of its objectives the promotion of hunter safety and education. The department may designate as an instructor
any person it finds to be competent to give instructions in hunter safety and education, including the handling of
firearms. A person appointed shall give the course of instruction and shall issue a certificate of completion from
Montana's hunter safety and education course to a person successfully completing the course.

(5) The department shall provide for a course of instruction from the national bowhunter education
foundation or any other bowhunter education program approved by the department and for that purpose may
cooperate with any reputable organization having as one of its objectives the promotion of safety in the handling
of bow hunting tackle. The department may designate as an instructor any person it finds to be competent to give
bowhunter education instruction. A person appointed shall give the course of instruction and shall issue a
certificate of completion to any person successfully completing the course.
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(6) The department may develop an adult hunter safety and education course.

(7) The department may adopt rules regarding how a person authorized to issue a license determines

proof of completion of a required course."

NEW SECTION. Section 89. Repealer. The following sections of the Montana Code Annotated are

repealed:

15-30-2110.
15-30-2111.
15-30-2114.
15-30-2115.
15-30-2116.
15-30-2117.
15-30-2119.
15-30-2131.
15-30-2132.
15-30-2133.
15-30-2141.
15-30-2142.
15-30-2143.
15-30-2144.
15-30-2152.
15-30-2301.
15-30-2319.
15-30-2336.

15-30-2337.
15-30-2338.
15-30-2339.
15-30-2340.
15-30-2341.

Legislative
Services
Division

Adjusted gross income.

Nonresident and temporary resident taxpayers -- adjusted gross income.
Exemptions -- inflation adjustment.

General definition of dependent.

Additional exemption for dependent child with disability -- physician's verification.
Military salary, veterans' bonus, or death benefit -- exemptions.

Net operating loss -- computation.

Deductions allowed in computing net income.

Standard deduction.

Nondeductible items in computing net income.

Independent liability fund -- deductibility.

Income tax deduction for contribution to veterans' programs.

Deduction for contributions to child abuse and neglect prevention program.
Deposit of child abuse and neglect prevention program deductible contributions.
Computation of income of estates or trusts -- exemption.

Capital gains credit.

Credit for energy-conserving investments.

Refundable income tax credit -- statewide equalization property tax levies on principal residence
-- rules.

Residential property tax credit for elderly -- definitions.

Residential property tax credit for elderly -- eligibility -- disallowance or adjustment.
Residential property tax credit for elderly -- filing date.

Residential property tax credit for elderly -- computation of relief.

Residential property tax credit for elderly -- limitations -- denial of claim.
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15-30-2342. Credit for preservation of historic buildings.

15-30-2356. Empowerment zone new employees -- tax credit.

15-30-2358. Quialified research tax credit.

15-30-2364. Adoption tax credit -- limitations.

15-30-2366. Credit for expense of caring for certain elderly family members.

15-30-2367. Tax credit for providing disability insurance for employees.

15-30-2368. Tax credit for health insurance premiums paid -- eligible small employers -- pass-through entities.
15-30-2373. Credit for dependent care assistance and referral services.

15-30-2381. Tax credit for providing temporary emergency lodging.

15-31-137. Small business corporation and partnership credit for alternative fuel conversion.
15-32-109. Credit for energy-conserving expenditures.

15-32-201. Amount of credit -- to whom available.

15-32-202. Taxable years in which credit may be claimed -- carryover.

15-32-203. Department to make rules.

15-50-101. Definitions.
15-50-205. Tax imposed on gross receipts from public contracts.

15-50-206. Withholding license fee from payments -- refunds.

15-50-207. Credit against other taxes -- credit for personal property taxes and certain fees.
15-50-301. Rules for contractor's return.

15-50-304. Statute of limitations.

15-50-307. Inspection of books of contractor.

15-50-308. Estimation of tax upon failure to file statement or pay tax -- penalty and interest -- notice.
15-50-309. Penalty and interest for delinquency -- waiver.

15-50-310. Warrant for distraint.

15-50-311. Disposal of license taxes.
15-62-207. Deductions for contributions.
80-12-211. Income tax deduction for land sale to beginning farmers.

NEW SECTION. Section 90. Transition -- carryover of credits. A credit allowed a taxpayer prior to

January 1, 2014, under the provisions of 7-21-3710, 15-30-2342, 15-30-2356, 15-30-2358, 15-30-2364,
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15-30-2373, 15-31-131, 15-31-150, 15-31-151, 15-31-907, 15-32-115, 15-32-201, 15-32-202, 15-32-402,
15-32-404, 15-32-503, 15-32-505, 15-32-506, 15-32-507, 15-32-508, 15-32-701, 15-32-702, 15-32-703,
15-50-207, 17-6-316 that may be carried forward for a specified number of years is notimpaired by [this act], and
the taxpayer may claim the credit for the taxes specified for the period established in the section at the time the

credit was first allowed.

NEW SECTION. Section 91. Transition. (1) As used in this section, the following definitions apply:

(a) "Transition adjustment” means the net sum of all positive and negative adjustments to a taxpayer's
Montana taxable income related to transition items provided in subsection (3).

(b) "Transition item" means any difference arising prior to January 1, 2014, from a difference in federal
and Montana income tax laws in:

(i) the amount, character, realization, or recognition of income or an item of income, gain, or credit;

(ii) the amount, character, allowance, or disallowance of loss or an item of loss, deduction, or expense;
or

(iii) the basis of an asset or liability that will not, after December 31, 2013, increase or decrease a
taxpayer's federal taxable income.

(2) No adjustment to Montana taxable income may be made to take transition items into account except
that a taxpayer may elect to make a transition adjustment to Montana taxable income to take a transition item into
account as provided in this section.

(3) On or before the due date, including extensions, of a return for the tax year ending after December
31, 2013, and before January 1, 2015, a taxpayer may on forms that the department prescribes file an election
to make a transition adjustment to Montana taxable income. The election must specify and account for all
transition items, including but not limited to the following:

(a) If ataxpayer has a disallowed passive activity loss within the meaning of section 469 of the Internal
Revenue Code (26 U.S.C. 469) that is carried over to a tax year ending after December 31, 2013, and before
January 1, 2015, and if the amount of the federal carryover is not the same amount as the Montana carryover,
the difference is a positive adjustment to the taxpayer's Montana taxable income if the Montana carryover is
smaller than the federal carryover and the difference is a negative adjustment to the taxpayer's Montana taxable
income if the Montana carryover is larger than the federal carryover.

(b) If a taxpayer has excess long-term or short-term net capital loss described in section 1212(b)(1) of
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the Internal Revenue Code (26 U.S.C. 1212(b)(1)) that is carried over to a tax year ending after December 31,
2013, and before January 1, 2015, and if the amount of the federal carryover is not the same amount as the
Montana carryover, the difference is a positive adjustment to the taxpayer's Montana taxable income if the
Montana carryover is smaller than the federal carryover and the difference is a negative adjustment to the
taxpayer's Montana taxable income if the Montana carryover is larger than the federal carryover.

(c) If a taxpayer or a taxpayer and the taxpayer's spouse made an election on the taxpayer's federal
return to defer income ratably because of a conversion from an IRA, other than a Roth IRA, to a Roth IRA
pursuant to section 408A(d)(3) of the Internal Revenue Code (26 U.S.C. 408A(d)(3)) but included all the income
in the taxpayer's Montana income tax return, the sum of the balance of the federal deferred amount as of January
1, 2014, is a negative adjustment to the taxpayer's Montana taxable income.

(d) Notwithstanding the deduction that a taxpayer would be allowed for net operating loss carryovers and
net operating loss carrybacks under section 172(a) of the Internal Revenue Code (26 U.S.C. 172(a)) in atax year
ending after December 31, 2013, and before January 1, 2015, if the taxpayer's federal net operating loss is
different from the taxpayer's Montana net operating loss as of December 31, 2013, no adjustment to the
taxpayer's Montana taxable income may be made.

(e) If a taxpayer has an asset with a different adjusted basis for federal and Montana income tax
purposes after taking into account the effect of the adjustments provided in subsections (3)(a), (3)(b), and (3)(c),
the difference is a positive adjustment to the taxpayer's Montana taxable income if the Montana adjusted basis
is higher than the federal adjusted basis and the difference is a negative adjustment to the taxpayer's Montana
taxable income if the Montana adjusted basis is lower than the federal adjusted basis.

(H If a taxpayer has a liability with a different adjusted basis for federal and Montana income tax
purposes after taking into account the effect of the adjustments provided in subsections (3)(a), (3)(b), and (3)(c),
the difference is a negative adjustment to the taxpayer's Montana taxable income if the Montana adjusted basis
is higher than the federal adjusted basis and the difference is a positive adjustment to the taxpayer's Montana
taxable income if the Montana adjusted basis is lower than the federal adjusted basis.

(g) If ataxpayer received a refund of federal income tax the deduction of which in a tax year beginning
after December 31, 2012, resulted in a reduction of Montana income tax liability, the refund is, to the extent the
deduction resulted in a reduction of Montana income tax liability, a positive adjustment to the taxpayer's Montana
taxable income.

(4) The department is authorized to adopt rules and require facts and information to be reported that it
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1 considers necessary to administer the transition adjustment provided in this section.
2
3 NEW SECTION. Section 92. Notification to tribal governments. The secretary of state shall send
4  acopy of [this act] to each tribal government located on the seven Montana reservations and to the Little Shell
5 Chippewa tribe.
6
7 NEW SECTION. Section 93. Codification instruction. (1) [Section 1] is intended to be codified as an
8 integral part of Title 15, chapter 1, part 2, and the provisions of Title 15, chapter 1, part 2, apply to [section 1].
9 (2) [Section 2] is intended to be codified as an integral part of Title 15, chapter 30, part 21, and the
10 provisions of Title 15, chapter 30, part 21, apply to [section 2].
11
12 NEW SECTION. Section 94. Severability. If a part of [this act] is invalid, all valid parts that are
13 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its applications,
14  the part remains in effect in all valid applications that are severable from the invalid applications.
15
16 NEW SECTION. Section 95. Effective date. [This act] is effective January 1, 2014.
17
18 NEW SECTION. Section 96. Applicability. [This act] applies to tax years beginning after December
19 31,2013.
20 - END -
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