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Subchapter 4

Personal and Dependent Exemptions

42.15.401  DEFINITIONS  The following definitions apply to rules found in this subchapter:
(1)  "Child" means a son, stepson, daughter, stepdaughter, or legally adopted son or daughter of the taxpayer.  The term does not include the following persons who are within the definition of "child" for purposes of determining dependent exemptions for federal income tax purposes:

(a)  a child who lived with the taxpayer in the taxpayer's home as a member of the taxpayer's family if placed with the taxpayer by an authorized placement agency for legal adoption; or

(b)  a foster child (any child who lived with the taxpayer in the taxpayer's home as a member of the taxpayer's family for the entire year).

(2)  "Dependent" has the same meaning as "dependent" for purposes of determining dependent exemptions for federal income tax purposes, except as follows:

(a)  The list of individuals in 15-30-113, MCA, for whom a Montana dependent exemption is allowed is broader than the list of eligible relatives for whom a federal dependent exemption is allowed.  The list includes a cousin or other lineal descendant of the sister or brother of the mother or father of the taxpayer, if for the taxpayer's tax year the individual received institutional care because of physical or mental disability, and if, before receiving the institutional care, they lived with the taxpayer in the taxpayer's home as a member of the taxpayer's family.

(b)  The list of individuals in 15-30-113, MCA, for whom a Montana dependent exemption is allowed is narrower than the eligible list of individuals for whom a federal dependent exemption is allowed and excludes a child placed for adoption, a foster child, and any other person who is not related to the taxpayer as provided in 15-30-113, MCA, unless:

(i)  their gross income did not exceed the limits provided in this rule; and
(ii)  they lived with the taxpayer in the taxpayer's home as a member of the taxpayer's family for the entire tax year.

(c)  A federal dependent exemption may be claimed for a person under a multiple support agreement exception even if the taxpayer does not provide over half of their total support.  Because Montana does not provide a multiple support agreement exception, a dependent exemption is not allowed for any person who does not receive over half of their total support from the taxpayer.  See the definition of "support," however, for special rules for determining the support of a child of divorced or separated parents.

(3)  "Educational institution" has the same meaning as "educational institution" for purposes of determining dependent exemptions for federal income tax purposes.

(4)  "Support" has the same meaning as "support" for purposes of determining dependent exemptions for federal income tax purposes except as follows:
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(a)  Under the federal rules, the support provided to an individual by both spouses is considered only if a joint return is filed.  For Montana income tax purposes, the support provided by both spouses is considered whether the spouses file a joint return or separate returns if the spouses agree in writing which spouse may claim an exemption for a dependent.  If the spouses file separate returns on the same form, a separate written agreement is not required.  If spouses file separate returns on separate forms and do not agree in writing which spouse may claim a dependent exemption for an individual, a dependent exemption may be claimed only by the spouse, if either, who provided over half the individual's total support.  By filing a separate return claiming a dependent exemption for an individual, a married taxpayer represents, as applicable, either that both spouses have together provided over half of the individual's total support and the spouses have agreed in writing the taxpayer may claim an exemption for the dependent or that the individual for whom the taxpayer is claiming a dependent exemption has received over half of their total support from the taxpayer alone.  The agreement by spouses filing separate returns is a tax record the taxpayer must retain and provide the department on request.

(b)  If a decree of divorce or legal separation, or a binding written agreement between legally separated spouses or divorced former spouses, provides that the taxpayer may claim, and the other parent will not claim, a dependent exemption for a child for state income tax purposes, the taxpayer is treated as having provided over half of the child's support for Montana income tax purposes.  If the taxpayer entitled to claim a dependent exemption under this rule is remarried, the taxpayer may claim the exemption on a joint return or, as provided in (4)(a), the taxpayer or taxpayer's spouse may claim the exemption.  (History: 15-30-305, MCA; IMP, 15-30-112, 15-61-201, MCA; Eff. 12/31/72; AMD, 1996 MAR p. 1162, Eff. 4/26/96; AMD, 2000 MAR p. 1343, Eff. 5/26/00; AMD, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.402  PERSONAL EXEMPTIONS  (1)  Each taxpayer is allowed one personal exemption for himself or herself.  If the taxpayer is age 65 or older by the close of their tax year, they are entitled to an additional personal exemption.  If the taxpayer is blind, as provided in 15-30-112, MCA, at the close of their tax year, they are entitled to an additional personal exemption.  The additional exemptions are cumulative and a taxpayer who is at least 65 years old and blind by the close of the tax year is allowed three personal exemptions.

(2)  The following provisions apply to the personal exemptions of married persons:

(a)  a married taxpayer filing a separate return whose spouse, for the calendar year in which the tax year of the taxpayer begins, has no gross income and is not a dependent of another taxpayer, is allowed the following additional personal exemptions:

(i)  one additional exemption for their spouse;

(ii)  another additional exemption if their spouse is 65 years or older at the close of the taxpayer's tax year; and

(iii)  another additional exemption if their spouse is blind at the close the taxpayer's tax year or, if the spouse dies before the end of the tax year, is blind at the spouse's date of death;
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(b)  as provided in (1), married taxpayers filing a joint return are allowed two personal exemptions in computing their joint taxable income; and

(c)  if a joint return is made by married taxpayers, no other person may claim an exemption for either spouse even if the spouse is the other person's dependent for whom a dependent exemption would otherwise be allowed as provided in ARM 42.15.403.

(3)  An individual attains the age of 65 on the first moment of the day preceding their 65th birthday.  Accordingly, a person whose birthday falls on January 1 attains the age of 65 on December 31 of the immediately preceding calendar year.

(4)  The amount allowed as a personal exemption is as follows:

(a)  for tax years beginning before December 31, 2004, the personal exemption is $800, adjusted annually for inflation by November 1 or each year as provided in 15-30-112, MCA (temporary).  The amount of the personal exemption, as adjusted for inflation for recent tax years, can be obtained by accessing past-year downloadable tax forms from the department's internet homepage web site located at: http://www.mt.gov/revenue; and

(b)  for tax years beginning after December 31, 2004, the personal exemption is $1,900, adjusted annually for inflation by November 1 of each year as provided in 15-30-112, MCA (effective January 1, 2005).  (History: 15-30-305, MCA; IMP, 15-30-112, MCA; Eff. 12/31/72; AMD, Eff. 10/5/74; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.403  EXEMPTIONS FOR DEPENDENTS  (1)  Except as provided in (2), a taxpayer is allowed a dependent exemption for each dependent who receives over half of his or her total support from the taxpayer.

(2)  A dependent exemption is not allowed for an individual described in (1):

(a)  who, during the calendar year, has gross income of $800 or more unless the individual is the taxpayer's child and either: 

(i)  has not attained the age of 19 at the close of the calendar year in which the tax year of the taxpayer begins; or

(ii)  is, during each of five calendar months during the calendar year in which the tax year of the taxpayer begins, a fulltime student at an educational institution or is pursuing a fulltime course of institutional on-farm training under the supervision of an accredited agent of an educational institution or of a state or political subdivision of the state;

(b)  who makes a joint return with their spouse for the same tax year or for a tax year that begins in the calendar year in which the tax year of the taxpayer begins; or

(c)  for whom an exemption for a dependent child with a disability is claimed as provided in (3).

(3)  Except as provided in (7), in lieu of the dependent exemption described in (1), a taxpayer is allowed a dependent disabled child exemption as provided in this section and (4), (5), (6), (7), and (8), equal in amount to twice the dependent exemption.  The exemption is allowed for a child who receives over half of his or her support from the taxpayer if:
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(a)  the taxpayer's home is the dependent disabled child's principal place of abode;

(b)  the dependent child has a permanent disability constituting 50% or more of the body as a whole; and

(c)  a licensed physician has certified the qualifying disability.
(4)  For each tax year beginning before December 31, 2002, a taxpayer claiming a dependent disabled child deduction must file a physician's certification of qualifying disability with their individual income tax return.

(5)  For tax years beginning after December 31, 2002, filing an annual certification is not required, but the taxpayer must have a physician's certification of qualifying disability that they retain as a tax record and provide the department upon request.  In addition, the taxpayer makes the following representations when filing a return claiming a dependent disabled child exemption:
(a)  if the taxpayer has filed the physician's certification with a prior year's return, the taxpayer represents there is no change in the dependent's physical circumstances to the extent the dependent no longer qualifies for the exemption; and


(b)  if the taxpayer has not filed the physician's certification with a prior year's return, the taxpayer represents they have a copy of the certification of a licensed physician of a qualifying disability and there is no change in the dependent's physical circumstances to the extent the dependent no longer qualifies for the exemption.

(6)  The dependent disabled child exemption may be claimed for a qualifying child of any age and may be claimed for a qualifying child who has gross income of $800 or more.

(7)  A dependent disabled child exemption is not allowed for an individual who makes a joint return with his or her spouse.

(8)  The amounts allowed as a dependent exemption are:

(a)  for tax years beginning before December 31, 2004, the dependent exemption is $800, adjusted annually for inflation by November 1 or each year as provided in 15-30-112, MCA (temporary); and

(b)  for tax years beginning after December 31, 2004, the dependent exemption is $1,900, adjusted annually for inflation by November 1 of each year as provided in 15-30-112, MCA (effective January 1, 2005).
(9)  A taxpayer claiming a dependent disabled child deduction for a tax year beginning after December 31, 2002 is required to notify the department if the child's physical circumstances have changed and the child no longer has a permanent disability constituting 50% or more of the whole body and of any other change in the child's eligibility for the dependent disabled child exemption.  The notice must be in writing and mailed to the Department of Revenue, P.O. Box 5805, Helena, MT 59604-5805.  (History: 15-30-305, MCA; IMP, 15-30-112, MCA; Eff. 12/31/72; AMD, Eff. 10/5/74; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD, 2004 MAR p. 3147, Eff. 12/17/04.)
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42.15.404  ADDITIONAL EXEMPTION FOR SENIOR CITIZENS  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-112, MCA; Eff. 12/31/72; AMD, Eff. 10/5/74; AMD, Eff. 11/3/75; AMD, 1982 MAR p. 10, Eff. 1/15/82; REP, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.405  ADDITIONAL EXEMPTION FOR BLINDNESS  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-112, MCA; Eff. 12/31/72; AMD, Eff. 10/5/74; AMD, Eff. 11/3/75; AMD, 1982 MAR p. 10, Eff. 1/15/82; REP, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.406  DEDUCTION FOR HEALTH INSURANCE PREMIUMS  (REPEALED)  (History: 15-30-305, MCA; IMP, 15-30-121, MCA; NEW, 1995 MAR p. 2848, Eff. 12/22/95; REP, 2008 MAR p. 178, Eff. 2/1/08.)

42.15.407  PERSONAL EXEMPTION FOR ESTATES AND TRUSTS  (1)  A trust or estate is allowed one personal exemption as provided in ARM 42.15.402.  (History: 15-30-305, MCA; IMP, 15-30-136, MCA; NEW, 2004 MAR p. 3147, Eff. 12/17/04.)

Rules 42.15.408 through 42.15.410 reserved


42.15.411  EXEMPTIONS FOR NONRESIDENTS  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-112, MCA; Eff. 12/31/72; AMD, Eff. 10/5/74; AMD, 1982 MAR p. 12, Eff. 1/15/82; AMD, 1983 MAR p. 1265, Eff. 9/16/83; REP, 2004 MAR p. 1965, Eff. 8/20/04.)


42.15.412  DEDUCTIONS FROM NET INCOME  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-131, MCA; NEW, 1983 MAR p. 1265, Eff. 9/16/83; REP, 2004 MAR p. 1965, Eff. 8/20/04.)


42.15.413  NONRESIDENT AND PART YEAR RESIDENT DEDUCTIONS FOR KEOGH AND I.R.A. PLANS  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-131, MCA; NEW, 1983 MAR p. 1358, Eff. 9/30/83; REP, 2004 MAR p. 1965, Eff. 8/20/04.)
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42.15.414  DEDUCTIONS FOR SMALL BUSINESS DONATIONS OF COMPUTER EQUIPMENT TO SCHOOLS  (1)  A taxpayer, who is a shareholder of an electing small business corporation, claiming a deduction for gifts of computer equipment as provided for in 15-30-126, MCA, must attach the following information to the tax return claiming the deduction:


(a)  a complete description of all items donated;


(b)  a statement of the fair market value of each item donated;


(c)  the date of manufacture for each item donated;


(d)  the date the software was developed; and


(e)  a copy of the written statement from the donee in which the donee agrees to accept the property and represents that the property will not be transferred by the donee in exchange for money, other property, or services.


(2)  For the purposes of the deduction allowed by 15-30-126, MCA, apparatus intended for use with the computer shall include, but not be limited to, software provided that the software was not developed more than five years prior to the date of its donation to a school.  (History: 15-30-305, MCA; IMP, 15-30-126, MCA; NEW, 1983 MAR p. 1744, Eff. 11/26/83.)


42.15.415  DEDUCTIONS FOR SALE OF LAND TO A BEGINNING FARMER  (1)  A deduction from adjusted gross income is allowed for each sale of 80 acres or more if approved by the agricultural loan authority.  The deduction is the amount which would have to be included in adjusted gross income as ordinary income and the taxable portion of capital gains resulting from the sale, up to a maximum deduction of $50,000.  The deduction will be taken each year a payment is received until the loan is repaid or the deductions for all years equal $50,000.


(2)  The taxpayer may claim more than one deduction as a result of sales to beginning farmers provided each sale is approved by the agricultural loan authority.


(3)  To the extent that a net operating loss is created as a result of this deduction, such loss shall not be available for carryover or carryback provisions.


(4)  Individuals in a partnership that makes an approved sale are also allowed this deduction.  The partners' distributive shares of profit may be reduced by the amount of the allowable deductions.  However, in no case shall the total deduction for all partners exceed $50,000 for each sale.


(5)  Shareholders of an electing small business corporation are not allowed a deduction on their individual tax returns for approved sales made by the corporation.  The deduction must be taken by the corporation.


(6)  For tax deduction purposes, a copy of the approval of the transaction by the agricultural loan authority must be attached to the return claiming the deduction.  The department may also require additional documentation on request to establish the eligibility of the transaction for a tax deduction.  (History: 15-1-201, MCA; IMP, 80-12-211, MCA; NEW, 1984 MAR p. 391, Eff. 3/1/84.)


42.15.416  ADDITIONAL DEDUCTION FOR PURCHASE OF RECYCLED MATERIAL  (TRANSFERRED)  (History: 15-32-611, MCA; IMP, 15-32-601 through 15-32-610, MCA; NEW, 1992 MAR p. 2196, Eff. 9/25/92; AMD, 1995 MAR p. 2850, Eff. 12/22/95; AMD and TRANS, to ARM 42.4.2602, 2004 MAR p. 1965, Eff. 8/20/04.)
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Rules 42.15.417 through 42.15.420 reserved


42.15.421  STANDARD DEDUCTION  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-122, MCA; Eff. 12/31/72; AMD, Eff. 11/3/75; AMD, 1982 MAR, p. 10, Eff. 1/15/82; AMD, 1983 MAR p. 1465, Eff. 10/14/83; AMD and TRANS, to ARM 42.15.523, 2004 MAR p. 3147, Eff. 12/17/04.)


42.15.422  TREATMENT OF INCOME TAXES PAID TO OTHER STATES OR COUNTRIES  (TRANSFERRED)  (History: 15-30-305, MCA; AMD, 15-30-124, MCA; Eff. 12/31/72; AMD and TRANS, to ARM 42.4.404, 2004 MAR p. 1965, Eff. 8/20/04.)


42.15.423  DEDUCTIONS WHEN MARRIED COUPLE FILE SEPARATELY   (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-122, MCA; Eff. 12/31/72; AMD and TRANS, to ARM 42.15.524, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.424  DEDUCTIONS FOR EXPENSES TO ALLOW TAXPAYER TO BE EMPLOYED  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-121, MCA; NEW, 1978 MAR p. 726, Eff. 5/26/78; AMD, 1983 MAR p. 1465, Eff. 10/14/83; REP, 1985 MAR p. 1634, Eff. 11/1/85.)

42.15.425  CONFORMANCE TO FEDERAL FILING STATUS REQUIRED IN CERTAIN CASES  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-111, MCA; NEW, 1982 MAR p. 10, Eff. 1/15/82; AMD, 1983 MAR p. 1357, Eff. 9/30/83; REP, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.426  MONTANA ADJUSTED GROSS INCOME TO BE USED WHEN CALCULATING ITEMIZED DEDUCTIONS  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-121, MCA; NEW, 1984 MAR p. 2033, Eff. 12/28/84; AMD and TRANS, to ARM 42.15.525, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.427  DEDUCTION FOR HOUSEHOLD AND DEPENDENT CARE EXPENSES  (1)  For a married couple to claim a deduction for qualified employment related household and dependent care expenses, both spouses must be gainfully employed.  For the purpose of his deduction gainful employment means:

(a)  full-time, part-time or temporary employment where both of the spouses are employed at the same time.

(b)  full-time, part-time or temporary employment where one of the spouses is employed and the other is unable to care for himself/herself because of physical or mental illness.


(2)  Household and dependent care expenses are employment related expenses for the periods of time in a day a taxpayer is gainfully employed.  (History: 15-30-305, MCA; IMP, 15-30-121, MCA; NEW, 1987 MAR p. 1642, Eff. 9/25/87.)


42.15.428  PASSIVE ACTIVITY TREATMENT  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-111, MCA; NEW, 1988 MAR p. 2745, Eff. 12/23/88; REP, 2004 MAR p. 1965, Eff. 8/20/04.)
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42.15.429  RECOVERY OF A TAX CREDIT  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-112, 15-61-201, MCA; NEW, 2000 MAR p. 1343, Eff. 5/26/00; REP, 2004 MAR p. 3147, Eff. 12/17/04.)

Rule 42.15.430 reserved

42.15.431  CREDIT FOR INVESTMENT FOR ENERGY CONSERVATION (TRANSFERRED)  (History: 15-32-105, MCA; IMP, 15-32-105, MCA; NEW, 1977 MAR p. 971, Eff. 11/26/77; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD, 1992 MAR p. 2555, Eff. 11/26/92; TRANS, to ARM 42.4.130, 2002 MAR p. 3705, Eff. 12/27/02.)
42.15.432  DETERMINATION OF CAPITAL INVESTMENT FOR ENERGY CONSERVATION  (TRANSFERRED)  (History: 15-32-105, MCA; IMP, 15-32-105, MCA; NEW, 1977 MAR p. 972, Eff. 11/26/77; AMD, 1982 MAR p. 10, Eff. 1/15/82; TRANS, to ARM 42.4.131, 2002 MAR p. 3705, Eff. 12/27/02.)

42.15.433  DEFINITIONS  (Repealed)  (History: 15-33-105, MCA; IMP, 15-33-103, MCA; NEW, 1982 MAR p. 1489, Eff. 7/30/82; REP, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.434  CONDITIONS FOR EXEMPTION FOR DIVIDENDS  (Repealed) (History: 15-33-105, MCA; IMP, 15-33-102, MCA; NEW, 1982 MAR p. 1489, Eff. 7/30/82; REP, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.435  REPORTING REQUIREMENTS  (Repealed)  (History: 15-33-105, MCA; IMP, 15-33-104, MCA; NEW, 1982 MAR p. 1489, Eff. 7/30/82; REP, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.436  DETERMINATION OF QUALIFIED INVESTMENTS  (Repealed)  (History: 15-33-105, MCA; IMP, 15-33-102, MCA; NEW, 1982 MAR p. 1489, Eff. 7/30/82; REP, 2004 MAR p. 3147, Eff. 12/17/04.)
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