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Individual Income Tax Changes

Bills changed structure, rates, deductions, and

credits
(2021 Reduced top marginal rate
(2021) Structural changes, rate revisions, repeal of deductions/credits

(2023) Revised tax rates for net-long term capital gains
(2023) Reduced top marginal rate, increased EITC
(2023) Clarified SB 399, extended Medical Savings Accounts
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https://bills.legmt.gov/#/bill/20211/LC0033?open_tab=bill
https://bills.legmt.gov/#/bill/20211/LC1218?open_tab=sum
https://bills.legmt.gov/#/bill/20231/LC0704?open_tab=sum
https://bills.legmt.gov/#/bill/20231/LC0179?open_tab=bill
https://bills.legmt.gov/#/bill/20231/LC0295?open_tab=sum

Individual: Structural Changes

Before 2024 2024 and After
* Federal adjusted gross * Federal taxable income
lncome e Use federal
e MT-specific standard/itemized
standard/itemized deductions, no personal
deductions, personal exemptions
exemptions
* Single tax rate schedule * Tax rate schedules for
single, married, head of
household

 May use different state

and federal filing status * Must use federal filing

status
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FAGI vs. Federal Taxable

Income 1a Total amount from Formis)] W-2, box 1 (see instructions) . . . . . . . . . . . . . 1a
Attach Formis) b Housshold employes wagm.nnl rapnrte.nd onFormEdW-2 . . . . . . . . . . . . . 1b
W-2 here. Alsg © 1ip Income not reported on line 1a (see instructions) . . . . . . . . . . . . L . 1c
attach Forms d Madicaid waivar payments not reported on Formi(s) W-2 (see instruction o
oand . @ Taxable dependent care benefits from Form 2441, ine 26 . . . Federal taxable
was withheld. 1 Employer-provided adoption benefits from Form 8839, line28 . ., .
fyoudknot g WagesfomFormsgia,ines . . . . . . . . . . . . income includes the
35_‘;";”‘ h Other eamned income (see mrmﬂnnsj .- - . .. . .. federal standard
instructions. i Montaxable combat pay election (see Instructions) . e
__z Addlinestatoughth . . . . . . . . . . . . . deduction or
Attach Sch. B 2a Tax-exempt interest . . . 2a b T
frequed.  3a Qualfied dividends . . | 3a b on it€mized deductions
" 4a IRAdistributions . . . . | 4a b Taxable amount . 4b
mn for— | %3 Pensions and annuities . . 5a b Taxable amaount/ sb
* Single or Ga Soclal security benefits . . Ga b Taxable amo v o b
mt;‘,'i,““ ¢ [f you elect to use the lump-sum election mathod, chack hera (see instructio .
. ﬁgﬂmmg 7  Capital gain or (loss). Attach Schedule D if required. If not required, chack héra . O 7
jointly o 8  Additional income from Schedule 1, line 10 - B
i opouse,| 9 Add lines 12, 2b, 3b, 4b, 5b, 6b, 7, and 8. This is your total income 9
) f;;'i‘i‘ 10  Adjustments to incoma from Schedule 1, line 26 . 10
housshold, <_mtram lirx 10 from line 9. This s your adjusted gross Inmm 11
) *ﬂﬂﬁﬁm 12 Standard deduction or emized deductions (irom Schedule A)¥ . . . . 12
g&mmer 13 Qualified business incomea deduction from Form B995 or Form B295-4 . . . . . . . . . 13
Daguction, 14 Addlines12and13 . . . 5 - 14
\ S22 nstuctons7 15 Subtract line 14 from line 11. Ilzamu’hss anter 0-. This Is y s your taxahhis D 15
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 113208 Form 1040 (2023)
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Individual: Deductions and

Credits

Before 2024 2024 and After
* Deductions for * Most deductions
unemployment, tips, repealed
worker’s comp, * Age 65+: $5,500
interest income for subtraction

65+, pension/IRA _ . .
 Partial military retiree

 Many tax .CreditS income exemption (
repealed in 2022 )

LEGISLATIVE
SERVICES


https://bills.legmt.gov/#/bill/20231/LC1357?open_tab=sum
https://bills.legmt.gov/#/bill/20231/LC1357?open_tab=sum

Individual: Tax Rates

Pre-2022

7 brackets
Top rate: 6.9%
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Business Income Tax Changes

Bills revised corporate apportionment and created
an optional pass-through entity tax

(2021)  Adopted double weighted sales factor apportionment
(2023)  Adopts single sales factor apportionment for 2025
(2023) Eliminated inclusion of tax havens for water’s edge election

(2023) Provided for optional pass-through entity tax
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https://bills.legmt.gov/#/bill/20211/LC2745?open_tab=sum
https://bills.legmt.gov/#/bill/20231/LC0294?open_tab=sum
https://bills.legmt.gov/#/bill/20231/LC3006?open_tab=sum
https://bills.legmt.gov/#/bill/20231/LC0301?open_tab=sum

FY 2024 Ongoing General Revenues = $3,810 million

Remaining Sources,
Oil & Natural Gas $420.6, 13%
Taxes, '
$64.4, 2%

Video Gaming Tax,
$83.4,2% T

Insurance Tax,_—%
$115.1, 3%

Vehicle Taxes &
Fees,
$124.8, 3%

Corporation Tax,/

$312.3, 8%

Property Tax,/
$448.0, 11%

Individual Income
Tax,
$2,243.9, 57%
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lncome tax revenue

Income Taxes as a Share of Total General Revenues
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Income Taxes are Volatile

Individual & Corporate Income Tax Annual Growth
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Other Large Revenue Sources more

Stable

Video Gaming and Vehicles Taxes Annual Growth
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Pass-Through revenue impact

* SB 554 provided for an optional pass-through
entity tax

* Taxpayers can elect to pay income tax from pass
through businesses through their entity

* Taxpayers must report their pass-through
income when they file their individual return, but
since the tax has already been paid, they are
issued a credit.

* The timing of when the credit is used can impact
FY collections from one year to the next, but
ultimately is revenue neutral in the long-term.




What is TCJA?

Tax Cuts and Jobs Act (2017)

Bl

Federal changes to individual and corporate income tax

Montana linked to federal taxable income after TCJA enactment:

\/ Included permanent changes and changes that expire in 2025
Q expiration/changes may affect Montana income tax
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TCJA Expiring Provisions That
May Atfect Montana Income Tax

Deductions/Exemptions Bonus Depreciation

 Standard deduction Depreciating equipment
returns to $6,350 (half = more quickly reduces
current) taxes

* [temized deduction * 2025:40%
expirations ¢ 2026: 20%

* $10,000 SALT limit
° Mortga e interest limit « 2027: 0%
of $750k (back to $1M)

* Personal exemptions
return: $4,050 per
family member
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Questions?
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