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Fiscal Note 2015 Biennium 

Bill # HB0268 Title: Generally revise income tax laws

Primary Sponsor: Hertz, Greg Status: As Introduced No

   Significant Local Gov Impact

   Included in the Executive Budget

   Needs to be included in HB 2

   Significant Long-Term Impacts

   Technical Concerns

   Dedicated Revenue Form Attached

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference

Expenditures:
   General Fund $0 $0 $0 $0

Revenue:
   General Fund ($555,135) ($555,135) ($555,135) ($555,135)

Net Impact-General Fund Balance: ($555,135) ($555,135) ($555,135) ($555,135)

FISCAL SUMMARY

Description of fiscal impact:  HB 268 would change the statute of limitations for individual income tax returns 
from five years to three years, beginning with tax years after December 31, 2013.  This would be consistent 
with the federal statute of limitations (3 years). It would also be the same as the Montana statute of limitations 
for C corporations. This would reduce the period in which the department could audit, and individual income 
tax filers could amend, individual income tax returns. 
 

FISCAL ANALYSIS 
 
Assumptions: 
Department of Revenue 
1. The statute of limitations determines the period that the Department of Revenue (DOR) may go back and 

audit a taxpayer’s return, and the period during which taxpayers may file amended returns and carry-back 
net operating losses. Under current law, the statute of limitations is five years for individual income tax and 
three years for corporate license tax. This bill would decrease the statute of limitations to three years for 
individual income tax. 

2. Under current law, when the DOR audits an individual income tax taxpayer, it can audit the last five years’ 
returns. If this legislation passes, the department would audit tax returns for the prior three years.  
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3. In FY 2011, the Department of Revenue collected $3,905,774 million in audit revenue derived from the 
prior two years and $4,113,843 in FY 2012.   

4. The average of FY 2011 and FY 2012 ($4,009,809) is estimated to be the annual reduction in revenue for 
FY 2013 through FY 2017. 

5. In FY 2012, refund activity for years that would be beyond the statute of limitations totaled $3,269,628 
million.  It is assumed that this will be the same in FY 2014 through FY 2017. 

6. With fewer years subject to audit, the department’s audit selection tests are less likely to identify returns that 
should be audited in detail before those returns are outside the statute of limitations. With individual audits 
covering fewer years, the department might average more field audits each year. Individuals who should file 
individual income tax returns would have two fewer years to file amended returns and ask for refunds. Thus, 
the reduction in revenue is estimated to be 75% of the difference between decreased audit collections and 
decreased amended return refunds, or $555,135 ([$4,009,809 - 3,269,628] x 0.75). 

7. The effect of the change in the statute of limitation on net-operating loss would have an indeterminate effect 
in any particular year but should be zero in the long-run.  

8. The Department of Revenue would not incur any significant additional cost because of this bill. 
 

FY 2014 FY 2015 FY 2016 FY 2017
Fiscal Impact: Difference Difference Difference Difference
Department of Revenue

Expenditures:
     TOTAL Expenditures $0 $0 $0 $0

Funding of Expenditures:
  General Fund (01) $0 $0 $0 $0
     TOTAL Funding of Exp. $0 $0 $0 $0

Revenues:
  General Fund (01) ($555,135) ($555,135) ($555,135) ($555,135)
     TOTAL Revenues ($555,135) ($555,135) ($555,135) ($555,135)

  General Fund (01) ($555,135) ($555,135) ($555,135) ($555,135)
Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
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