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Subchapter 3

Estimated Tax Payments


42.17.301  COMPUTATION OF ESTIMATED TAX  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; Eff. 12/31/72; AMD, 1982 MAR p. 296, Eff. 2/12/82; REP, 1992 MAR p. 2778, Eff. 12/25/92.)


42.17.302  AMENDED DECLARATION  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-241, 15-30-242, MCA; Eff. 12/31/72; REP, 1992 MAR p. 2778, Eff. 12/25/92.)


42.17.303  EXTENSION OF FILING TIME  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; Eff. 12/31/72; AMD, Eff. 11/3/75; REP, 1992 MAR p. 2778, Eff. 12/25/92.)


42.17.304  DETERMINATION OF TAX LIABILITY FOR PRECEDING TAX YEAR; DETERMINATION OF TAX PAID FOR CURRENT TAX YEAR  (1)  A taxpayer's tax liability for the preceding tax year is the total tax imposed by Title 15, chapter 30, MCA, less any nonrefundable tax credits allowed under Montana law, as shown on the taxpayer's return.

Example:  A taxpayer has a tax, before applying nonrefundable credits, of $5,000.  The taxpayer has a nonrefundable energy conservation installation credit of $500. The taxpayer's tax liability for the prior year for estimated tax purposes is $4,500 computed as follows:


Tax before nonrefundable credit
$5,000

nonrefundable credits
(    500)

tax liability
$4,500

(2)  The amount of tax paid for the current year is the sum of the withholding and estimated tax payments plus any refundable credit(s) claimed, as shown on the taxpayer's return.

A taxpayer has $800 in Montana withholding, an elderly homeowner/renter credit of $400 and paid $200 in estimated payments.  The amount of tax the taxpayer has paid for the current year is $1,400 computed as follows:


Montana tax withheld
$   800

Estimated payments
     200

Refundable elderly homeowner/renter credit
     400

Total taxes paid for the current year
$1,400
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(3)  To determine the preceding tax year liability of an individual who participates in a composite return, the following requirements apply:


(a)  For a taxpayer who was a participant in a composite return for the preceding year, the tax liability for the preceding year is the participant's preceding year composite tax liability.


(b)  For a taxpayer who filed a Montana Individual Income Tax Return for the preceding tax year and for the current year, and participated in a composite return filing, their tax liability for the preceding tax year is their individual liability as determined in (1).


(4)  Estimated payments made by a partnership or S corporation with respect to a participant's composite tax liability are not taxes paid by the participant for the current tax year.  The rules for filing composite returns are located in ARM Title 42, chapter 9, subchapter 2.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04; AMD, 2008 MAR p. 65, Eff. 1/18/08.)


42.17.305  ESTIMATED TAX AND PAYMENT OF INSTALLMENTS

(1)  Except as provided in 15-30-241, MCA, a taxpayer is required to pay at least 100% of their tax liability for the preceding tax year or 90% of their tax for the current tax year through employer withholding and estimated payments.  If they do not, they will be liable for interest on the underpayment provided in 15-30-241, MCA.  In addition, unless the department grants a taxpayer an extension to pay an installment of estimated tax as provided in ARM 42.17.306, a taxpayer required to make installment payments of estimated tax who fails to timely pay an installment is liable for interest on the unpaid installment from the due date of the installment to the earlier of the date of payment or the due date of their income tax return, not including extensions, as provided in 15-1-216, MCA, and ARM 42.2.306.


(2)  Taxpayers must complete the Montana Individual Estimated Income Tax Worksheet, form ESW, to determine if they are required to make current year installment payments of estimated tax and, if they are, to determine the amount.  If a taxpayer's income fluctuates or is seasonal, employing the annualization method may lower the amount of one or more installments.  A taxpayer using the optional annualization method must complete the Annualization Worksheet, form ESA. Taxpayers are not required to file the estimated tax worksheet with their income tax return but it is a tax record the taxpayer must retain and provide the department on request.  Taxpayers using the annualization method must file form ESA with their income tax return.  If the taxpayer files their individual income tax return electronically, the Annualization Worksheet is a tax record the taxpayer must retain and provide the department on request.
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(3)  The department will provide taxpayers with estimated tax payment coupons on request.  Unless paid electronically, as set forth in ARM 42.5.201 and 42.5.202, installment payments of estimated tax must be accompanied by a payment coupon and be:


(a)  personally delivered to:



Montana Department of Revenue



Sam W. Mitchell Building



125 North Roberts, 3rd Floor



Helena, Montana; or 


(b)  mailed to:



Montana Department of Revenue



P.O. Box 6309



Helena, Montana 59604-6309.


(4)  If a taxpayer has not received estimated tax payment coupons from the department before the first installment due date, the payment should be accompanied by a writing setting forth that the payment is an estimated tax payment, the tax year, the due date of the installment, and the taxpayer's name, mailing address and social security number and be:


(a)  personally delivered to:



Montana Department of Revenue



Sam W. Mitchell Building



125 North Roberts, 3rd Floor; or


(b)  mailed to:



Montana Department of Revenue



P.O. Box 6308



Helena, Montana 59604-6308.


(5)  Coupons will be mailed to the taxpayer if a request for them is included with the first installment.  Payments must be received by the department on or before the installment due date.


(6)  Estimated tax payments are not required for a tax year shorter than four months.  Individuals who have a short tax year of four months or more are required to pay estimated tax on the following dates:


(a)  The first installment is due on April 15 or on the 15th day of the fourth month of the tax year;


(b)  The second and third installments are due on the 15th day of the sixth month of the tax year and the 15th day of the ninth month of the tax year if the short tax year does not close prior to these dates; and

(c)  The final installment is due on the 15th day of the first month of the succeeding tax year.
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(7)  If fewer than four installments are required, the applicable percentage of the required annual amount for each installment is increased.  The applicable percentage per installment is as follows:


(a)  100% for one installment;


(b)  50% for two installments; and


(c)  33 1/3% for three installments.


Example 1:  If the short tax year is the 10-month period from January 1 through October 31, the estimated tax must be paid in four installments, on April 15, June 15, September 15, and November 15.  Each installment is 25% of the total payment required.


Example 2:  If the short tax year ended on September 30, the estimated tax must be paid in three installments, on April 15, June 15, and October 15.  With three installments, each installment is 33 1/3% of the total payment required.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04; AMD, 2008 MAR p. 65, Eff. 1/18/08.)


42.17.306  WRITTEN REQUEST FOR EXTENSION - PAYMENT OF ESTIMATED TAX  (1)  A taxpayer may request an extension of time to pay all or a part of an installment of estimated taxes by making a written request identifying the evidence showing that undue hardship would result to the taxpayer if the extension were refused.  The extension will not be granted under a general statement of "hardship."


(2)  The written request, with supporting documents, must be:


(a)  personally delivered to:



Montana Department of Revenue



Sam W. Mitchell Building



125 North Roberts, 3rd Floor



Helena, Montana; or


(b)  mailed to:



Montana Department of Revenue



P.O. Box 5805



Helena, Montana 59604-5805.


(3)  The request for extension must be received by the department 30 days before the installment date for which the extension is requested.  The department will, within 30 days if possible, grant, deny, or tentatively grant the request subject to certain conditions.
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(4)  If an extension is granted, no further notice or demand will be given and the taxpayer must pay the estimated payment on or before the expiration of the period of the extension.  If an extension is granted and the extended installment timely paid, the penalty and interest provided in 15-1-216, MCA, is not imposed.  Section 15-30-241, MCA, which provides for interest on an underpayment of tax, is in addition to the uniform penalties and interest provided in 15-1-216, MCA, and is imposed whether or not a taxpayer obtains an extension as provided in this rule.


(5)  While the department may grant an extension of up to six months after the installment due date, it will not grant an extension beyond the original due date of the return, typically April 15 following the tax year.


(6)  The granting of an extension of time for payment of one installment does not extend the time for payment of any subsequent installments.


(7)  Inability to pay does not constitute "hardship."


(8)  Examples of what does and what does not constitute "hardship" may be found in ARM 42.3.106.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)


42.17.307  AMENDMENTS OF PREVIOUS INSTALLMENTS  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; REP, 2004 MAR p. 2754, Eff. 11/5/04.)

42.17.308  DETERMINING ANNUALIZED INCOME  (1)  Taxpayers who use the annualization option in estimating their current year tax must accurately determine the amount of income and deductions for each installment period.


(2)  Income or expenses that are paid occasionally during a year cannot be spread out during the year in determining the required installments.  For example, a taxpayer who distributes year-end bonuses to employees but does not determine the amount of the bonuses until the last month of the tax year may not deduct any portion of such year-end bonuses in determining taxable income for any installment period other than the final installment period for the tax year, since deductions are not allowable until paid or accrued, depending on the taxpayer's method of accounting.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)
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42.17.309  ANNUALIZED PERIODS  (1)  For a calendar taxpayer, the annualization periods are January through March, January through May, January through August, and January through December of the tax year.


(2)  For fiscal year taxpayers, the annualization periods all begin on the first day of the taxable year and end on the last day of the third, fifth, eighth and twelfth months following the beginning of the taxable year.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)


42.17.310  DETERMINATION OF TAX LIABILITY - STATUS CHANGE FROM JOINT TO SEPARATE  (1)  Taxpayers who file separate returns on separate forms for the current period and who filed a joint return for the preceding tax year must compute their prior year's estimated tax liability as follows:


(a)  100% of the tax liability of the joint return for the preceding tax year; or


(b)  a prorated portion of the preceding year's joint tax liability.  This prorated amount is determined by calculating the tax liability of the taxpayers as if they filed separately and totaling their individual taxes.  Each spouse's prior year estimated tax liability is found by dividing their separate liability by the total of the two separate liabilities and multiplying this figure by the preceding year's joint tax liability.


Example: Husband and wife file a joint return for the calendar year 2003 showing taxable income of $50,000 and a tax of $3,556.  Of the taxable income, $30,000 was attributable to the husband and $20,000 to the wife.  Husband and wife filed separate returns on separate forms for calendar year 2004.  The tax shown on the return for the preceding taxable year, for purposes of determining if interest is owed on an underpayment, is determined as follows:

Taxable income of husband for 2003:
$30,000

Tax on $30,000 (on basis of separate return):
$  1,712

Taxable income of wife for 2003:
$20,000

Tax on $20,000 (on basis of separate return):
$     934

Aggregate tax of husband and wife (on basis of

separate returns):
$  2,646

Portion of 2003 tax shown on joint return

attributable to husband ($1,712/$2,646 X $3,556):
$  2,301

Portion of 2003 tax shown on joint return

attributable to wife ($934/$2,646 X $3,556):
$  1,255

(History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)
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42.17.311  DETERMINATION OF TAX LIABILITY - STATUS CHANGE FROM SEPARATE TO EITHER A JOINT RETURN OR MARRIED FILING SEPARATE

(1)  If taxpayers who filed separate returns for the preceding tax year file a joint return, the tax liability shown on the return for the preceding tax year is the sum of both spouses' tax liabilities for the preceding tax year.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)


42.17.312  ESTIMATED TAX PAYMENTS - DIVORCE  (1)  Joint estimated income tax payments made by married individuals who are divorced at the end of the tax year or who are legally separated at the end of a tax year for which they do not file a joint return must be split equally unless the individuals enter into a written agreement, signed by each, providing a different division.  By filing a return claiming other than an equal share of joint estimated income tax payments, a taxpayer represents that a written agreement signed by both parties, as provided in this rule has been executed.


(2)  Duly executed copies of the agreement are tax records and the taxpayer must retain and provide the department with copies on request.


(3)  The division of jointly filed estimated payments as provided in this rule does not relieve either taxpayer from the liability for interest on any underpayment.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)


42.17.313  PAYMENT OF ESTIMATED TAX - DECEDENT  (1)  Joint estimated tax payments may not be made after the death of either spouse.  The surviving spouse must recompute his or her estimated tax for the remainder of the year and pay separate installments for each remaining installment due date.


(2)  Estimated tax payments are not required after the date of death for a deceased taxpayer.


(3)  If a joint return is filed for the last tax year, the taxpayers' joint estimated tax payments may be applied on the return.


(4)  If separate returns are filed for the last tax year of a deceased spouse, any joint estimated tax payments must be split equally.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)
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42.17.314  NONRESIDENTS AND PART-YEAR RESIDENTS  (1)  A nonresident or part-year resident who was not required to file a Montana Individual Income Tax Return for the previous tax year is not required to pay estimated taxes.  ARM 42.15.301 sets forth the rules for determining who must file an Individual Income Tax Return.

(2)  Part-year residents moving out of Montana, other than those in (1), are required to pay.


(3)  Part-year residents moving in or out of Montana are not considered to have a short taxable year unless they have a short taxable year on their federal return.


(4)  A participant in a composite return for the preceding tax year must pay estimated tax for the current tax year as provided in ARM 42.17.305 if they are not a participant in a composite return for the current tax year.


(5)  A participant in a composite return for the current tax year is not required to pay estimated tax for the current tax year.  The rules for filing composite returns are located in ARM Title 42, chapter 9, subchapter 2.


(6)  A partnership or S corporation must pay estimated tax for the current tax year for each participant included in the filing of the current year composite return.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)


42.17.315  WAIVER OF INTEREST ON ESTIMATED TAX UNDERPAYMENT 
(1)  The department may waive interest on underpayment of estimated tax as provided in ARM Title 42, chapter 3, subchapter 1.


(2)  The calculation of the estimated underpayment penalty must be made on form EST-P.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)


42.17.316  TRUSTS, ESTATES, AND FIDUCIARY RETURNS  (1)  Trusts, estates and fiduciaries are required to file estimated tax payments and are subject to the underpayment interest.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 1992 MAR p. 2778, Eff. 12/25/92; AMD, 2004 MAR p. 2754, Eff. 11/5/04.)
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42.17.317  ESTIMATED PAYMENTS FOR MARRIED TAXPAYERS FILING SEPARATE RETURNS  (1)  Married taxpayers who make estimated payments and anticipate filing separate returns on the same form or separate returns on separate forms should submit the payments on behalf of the spouse whose tax liability the payments are intended to satisfy.  For example, if spouse A and B are married, spouse A has wages that are subject to withholding and spouse B is self-employed, the estimated payments should be submitted indicating they are to be applied to spouse B's liability.


(2)  Married taxpayers who have submitted estimated payments under one spouse's social security number but who subsequently determine that all or a portion of the payments should be applied to the other spouse's separate tax liability may reallocate the payments.  Taxpayers who wish to reallocate payments can do so by either:


(a)  contacting the department by phone or in writing prior to filing their Montana tax return; or


(b)  indicating on the line for estimated payments how they wish the payments to be allocated when they file their Montana tax return.  (History: 15-30-305, MCA; IMP, 15-30-241, MCA; NEW, 2008 MAR p. 65, Eff. 1/18/08.)
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