
HOUSE BILL 900 

Introduced by O'Keefe, et al. 

2/16 
2/16 
2/16 
2/19 
2/23 
2/24 
2/26 
2/27 
3/05 

Introduced 
Referred to Taxation 
First Reading 
Fiscal Note Requested 
Fiscal Note Received 
Fiscal Note Printed 
Revised Fiscal Note Received 
Revised Fiscal Note Printed 
Hearing 
Died in Committee 



\ 

52nd Legislature LC 0949/01 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

NO. 7t}O 
;/ 

,_J-,,,-,, "'/'U,~~_,q ,.._,_~ ,· !·f· - '6,. 17<,' ' 
; 'I . , --, ·-/cc,. /. I l"'-v ~ 1 

'-~ \:'y'u,w..., . . . ' . ~ Akf, 
~

7
WL)I FOR AN ACT ENTIT~D'\ ".AN ACT TO PROVIDE AN EXEMPTION J 

.J, ~,3/,./,1; <!L /~' I I ' (>,('<',•,\\.,. 
OF $3,1iO~OM ·1'A/dON. Of BENEFITS FROM FEDERAL, STATE, AND -, 

PRIVATE RETIREMENT, ANNUITY, PENSION, AND ENDOWMENT PLANS OR 

SYSTEMS; TO PROVIDE FOR AN ADJUSTMENT PAYMENT TO RETIREES OF 

STATE, LOCAL, AND TEACHER RETIREMENT SYSTEMS WHO ARE MONTANA 

RESIDENTS; TO PROVIDE FOR A STATUTORY APPROPRIATION FOR TBE 

ADJUSTMENT PAYMENTS; AMENDING SECTIONS 15-30-111, 15-30-136, 

17-7-502, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 

19-8-805, 19-9-1005, 19-10-504, 19-11-612, 19-12-407, 

19-13-1003, AND 19-21-212, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

WHEREAS, the State of Montana desires to tax federal, 

state, and private retirement benefits equally; and 

WHEREAS, the State of Montana has in the past provided 

its employees with a benefit of employment through its tax 

system; and 

WHEREAS, the Legislature desires and encourages 

qualified employees to enter and remain in public service; 

and 

WHEREAS, it is the policy of the State of Montana to 

encourage public employees who become superannuated or 
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incapacitated to retire, and to that end to 

sufficient benefits to provide for retirementi and 

provide 

WHEREAS, the Legislature wishes to encourage retired 

state, local, and school employees to remain within Montana 

to provide a critical mass of retired persons who use 

certain services and facilities important to retired persons 

and that may keep and perhaps entice more retired persons 

into the state; and 

WHEREAS, the Legislature has in the past granted 

increases in retirement benefits in a manner designed to 

provide relatively greater increases to those retirees who 

were employed during the years of low wages and whose 

benefits are relatively small: and 

WHEREAS, the Legislature .therefore grants an increase in 

benefits to its former public employees who are residents of 

the state to provide compensation to encourage them to 

remain in Montana; and 

WHEREAS, the Legislature is concerned about the 

"compression" of retirement benefits and desires to provide 

relatively greater increases to those with higher retirement 

benefits. 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the public employees' retirement board and the teachers' 
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retirement board must establish schedules of adjustment 

payments. The schedules must be based upon methodology 

adopted by rule. The schedules must have brackets reflecting 

an annual amount of benefit entitlement with a corresponding 

adjustment payment amount. The methodology should provide a 

way to spread the adjustment payments among all eligible 

members, with the smallest payment going to those in the 

bracket beginning at $4,000 and the largest going to the top 

bracket. The difference should then be spread through the 

intermediate brackets using a formula in which the 

retirement adjustment payment increases in relation to the 

current level of benefits. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-30-111, MCA, is amended to read: 

•15-30-111. Adjusted gross income. lli Adjusted gross 

income shall be the taxpayer's federal income tax adjusted 

gross income as defined in section 62 of the Internal 

Revenue Code of 1954 or as that section may be labeled or 

amended and in addition shall include the following: 

(a) interest received on obligations of another state 

or territory or county, municipality, district, or other 

political subdivision thereof; 

{b) refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 
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Montana income tax liability: 

(c) that portion of a shareholder 1 s income under 

subchapter s. of Chapter l of the Internal Revenue Code of 

1954, that has been reduced by any federal taxes paid by the 

subchapter S. corporation on the income; and 

(d) depreciation or amortization taken on a title plant 

as defined in 33-25-105!15). 

12) Notwithstanding the 

Internal Revenue Code of 

provisions of the federal 

1954, as labeled or amended, 

adjusted gross income does not include the following which 

are exempt from taxation under this chapter: 

(a) all interest income from obligations of the United 

States government, the state of Montana, county, 

municipality, district, or other political subdivision 

thereof; 

(b) interest income earned by a taxpayer age 65 or 

older in a taxable year up to and including $800 for a 

taxpayer filing a separate return and $1,600 for each joint 

return; 

le) all benefits, not in excess of $3,600, received: 

(i) under the Federal Employees' Retirement Act; 

(ii) under the public employee retirement laws of a 

Montana or another state oeher-~haft-Mon~ana; or 

(iii) as an annuity, pension, or endowment under any 

private or corporate retirement plan or system; 

-4-
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tdt--a½l-bene£its-paid-ttnder--tfte--teaehersi--ret¼rement 

law-whieft-are-epeeif±ed-as-exefflpt-from-tnxat¼en-by-i9-4-T86~ 

tet--all--benefits--paid--ttnder--~he--Pttblie--Employeesi 

Retirement--9ystem--~et--vhieh--are-speeif±ed-as-exempt-£rom 

taMatien-hy-i9-3-i85, 

ttt--aii--henerits--paid--ttnder---the---highway---patroi 

retirement--law--whieh-are-speeified-as-exempt-from-taxatien 

hy-i9-6-i85, 

tgt.t!!l all Montana income tax refunds or tax refund 

credits thereof; 

tht--a¼¼--henerits--paid-ttnder-i9-ii-68i,-i9-ii-6&4,-and 

¼9-¼¼-685--to--retired--and--disabled--£ire£i~ftters7 ---their 

sarviving--spettses--and--orphans-or-spee½fied-as-exempt-from 

taMatien-hy-i9-i3-i983, 

t±t--a¼l--benef±ts--paid--ander--the--mttn±eipai---pe¼~ee 

etr¼eers~--re~¼rement--systeM--that--a~e-speei£±ed-as-exempt 

£rem-taxat¼on-by-¼9-9-¼995; 

tit~ gain required to be recognized by a liquidating 

corporation under 15-31-ll](l)(a)(ii); 

t~till all tips covered by section 3402(k) of the 

Internal Revenue Code of 1954, as amended and applicable on 

January 1, 1983, received by persons for services rendered 

by them to patrons of premises licensed 

beverage, or lodging; 

t±tlil_ all benefits received 
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compensation laws; 

tmtl!Ll._ all health insurance premiums paid by an 

employer for an employee if attributed as income to the 

employee under federal law; and 

tnt--ar¼-bene£its--patft--ttnder--a~--eptione¼--retirement 

pregrsM--that--are--speei£ied--as--exempt--£rem--taxatien-by 

i9-ii-i!ii!,-and 

tetill all money received because of a settlement 

agreement or judgment in a lawsuit brought against a 

manufacturer or distributor of "agent orange" far damages 

resulting from exposure to "agent orange". 

(3) In the case of a shareholder of a corporation with 

respect to which the election provided for under subchapter 

s. of the Internal Revenue Code of 1954, as amended, is in 

effect but with respect to which the election provided for 

under lS-31-202, as amended, is not in effect, adjusted 

gross income does not include any part of the corporation's 

undistributed taxable income, net operating loss, capital 

gains or other gains, profits, or losses required to be 

included in the shareholder's federal income tax adjusted 

gross income by reason of the election under 

However, the shareholder's adjusted gross 

subchapter S. 

income shall 

include actual distributions from the corporation to the 

extent they would be treated as taxable dividends if the 

subchapter s. election were not in effect. 

-6-
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(4) A shareholder of a DISC that is exempt from the 

corporation lic1.nse tax under 15-31-102(1)(1) shall include 

in his adjusted gross income the earnings and profits of the 

DISC in the same manner as provided by federal law (section 

995, Internal Revenue Code) for all periods for which the 

DISC election is effective. 

(5) A taxpayer who, in determining federal adjusted 

gross income, has reduced his business deductions by an 

amount for wages and salaries for which a federal tax credit 

was elected under section 448 of the Internal Revenue Code 

of 1954 or as that section may be labeled or amended is 

allowed to deduct the amount of the wages and salaries paid 

regardless of the credit taken. The deduction must be made 

in the year the wages and salaries were used to compute the 

credit. In the case of a partnership or small business 

corporation, the deduction must be made to determine the 

amount of income or loss of the partnership or small 

business corporation. 

(6) Married taxpayers filing a joint federal return who 

must include part of their social security benefits or part 

of their tier 1 railroad retirement benefits in federal 

adjusted gross income may split the federal base used in 

calculation of federal taxable social security benefits or 

federal taxable tier l railroad retirement benefits when 

they file separate Montana income tax returns. The federal 
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base must be split equally on the Montana return. 

(7) A taxpayer receiving retirement disability benefits 

who has not attained age 65 by the end of the taxable year 

and who has retired as permanently and totally disabled may 

exclude from adjusted gross income up to $100 per week 

received as wages or payments in lieu of wages for a period 

during which the employee is absent from work due to the 

disability. If the adjusted gross income before this 

exclusion and before application of the two-earner married 

couple deduction exceeds $15,000, the excess reduces the 

exclusion by an equal amount. This limitation affects the 

amount of exclusion, but not the taxpayer's eligibility for 

the exclusion. If eligible, married individuals shall apply 

the exclusion separately, but the limitation for income 

exceeding $15,000 is determined with respect to the spouses 

on their combined adjusted gross income. For the purpose of 

this subsection, permanently and totally disabled 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. 

(8) A person receiving benefits described in 

sttbseet¼ofts-tzttdt-thPottgh-tzttrt,-tzttht,-or-tzttit-mey-ftot 

e~e¼ttde--benef¼ts--deeer¼bed--¼"--ettbeee~¼o~---tZtfet---rrom 

8d;tts~ee--gross--i"eeme--tt~iess--~ne-be"efits-rece¼ved-tt"fter 

sttbseetiofts-trttdt-throttgh-tittft7--frttht7--or--tzttit--ere 
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¼ess--~han--$3,6997--in-wftieh-ease-the-per9e~-l'MY subsection 

(2)(c) shall combine benefits specified in subsections 

(2)(c)(i) through (2)(c)(iii) to exclude ttp-ee not more than 

a total of $3,600 from adjusted gross income. (Subsection 

tittkt 11.lJJ.l terminates on occurrence of contingency--sec. 

3, Ch. 634, L. 1983, )" 

Section 2. Section 15-30-136, MCA, is amended to read: 

w15-J0-136~ Computation of income of estates or trusts 

ezemption. (l) Except 

chapter, "gross income" of 

as otherwise provided in this 

estates or trusts means all 

income from whatever source derived in the taxable year, 

including but not limited to the following items: 

(a) dividends; 

(b) interest received or accrued, including interest 

received on obligations of another state or territory or a 

county, municipality, district, or other political 

subdivision thereof, but excluding interest income from 

obligations of: 

(i) the united States government or the state of 

Montana; 

{ii) a school district; or 

liii) a county, municipality, 

political subdivision of the state~ 

district, or other 

(c) income from partnerships and other fiduciaries; 

(d) gross rents and royalties; 
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(e) gain from sale or exchange of property, including 

those gains that are excluded from gross income for federal 

fiduciary income tax purposes by section 64l(c) of the 

Internal Revenue Code of 1954, as amended; 

(f) gross profit from trade or business; and 

(g) refunds recovered on federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(2) In computing net income, there are allowed as 

deductions: 

(a) interest expenses deductible for federal tax 

purposes according to section 163 of the Internal Revenue 

Code of 1954, as amended; 

(b) taxes paid or accrued within the taxable year, 

including but not limited 

excluding Montana income tax; 

(C) that fiduciary's 

to federal income tax, but 

portion of depreciation or 

depletion which is deductible for federal tax purposes 

according to sections 167, 611, and 642 of the Internal 

Revenue Code of 1954, as amended; 

(d) charitable contributions that are deductible for 

federal tax purposes according to section 642(c) of the 

Internal Revenue Code of 1954, as amended; 

(e} administrative expenses claimed for federal income 

tax purposes, according to sections 212 and 642(g) of the 

-10-
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Internal Revenue Code of 1954, as amended, if such expenses 

were not claited as a deduction in the determination of 

Montana inheritance taxi 

(f) losses from fire, storm, shipwreck, or other 

casualty or from theft, to the extent not compensated for by 

insurance or otherwise, that are deductible for federal tax 

purposes according to section 165 of the Internal Revenue 

Code of 1954, as amended; 

(g) net operating loss deductions allowed for federal 

income tax under section 642(d) of the Internal Revenue Code 

of 1954, as amended, except estates may not claim losses 

that are deductible on the decedent's final return: 

(h) all benefits, not in excess of $3,600, received: 

(i) as federal employees' retirement; 

(ii) as retirement from public employment in a Montana 

or another state ether-than-Mentana; or 

(iii) as an annuity, pension, or endowment under private 

or corporate retirement plans or systems; 

fit--a¼¼--bener±es--~a±d--nnder--the--Monta"a--teaehersi 

ret¼rement-system-that-are-speeiEied-as-exempc-rrom-taxation 

hy-19-4-1967 

t;t--all--heftefits--paid--ttftder---the---Mefttafta---Ptthlie 

Bmp¼eyees~--Retirement--System--Aet--that--are--spee¼f¼ed-as 

exemp~-from-taxa~~on-by-¼9-3-¼857 

tk7--a¼¼-be"ef¼ts-paid-ttnder-the-Montana-highway--patroi 
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o££ieersi--retirement--system--that--are-spee¼i¼ed-as-exempt 

frem-taxatieft-hy-l9-6-T957 

t¼till. Montana income tax refunds or tax refund credits 

thereof~ 

tmt--all-heftefits-paid-ttftder-l9-ll-69i7--l9-ll-6947--aftd 

¼9-¼¼-695-te-retired-and-disab½ed-f¼remen-or-thetr-sttrYiv±ng 

spettses-or-eht¼dren~ 

tnt--a¼¼---benefi~s--paid--ttnder--~he--mantcipa¼--pe¼+ee 

o££teer9~-ret¼remen~-sys~em-that--are--spee¼£¼ed--as--exem~ 

frem-taxatieft-ey-19-9-1995. 

(3) In the case of a shareholder of a corporation with 

respect to which the election provided for under subchapter 

s. of the Internal Revenue Code of 1954, as amended, is in 

effect but with respect to which the election provided for 

under 15-31-202 is not in effect, net income does not 

include any part of the corporation's undistributed taxable 

income, net operating loss, capital gains or other gains, 

profits, or losses required to be included in the 

shareholder's federal income tax net income by reason of the 

election under subchapter S. However, the shareholder's net 

income shall include actual distribution from the 

corporation to the extent it would be treated as taxable 

dividends if the subchapter s. election were not in effect. 

(4) The following additional deductions shall be 

allowed in deriving taxable income of estates and trusts: 

-12-
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(a) any amount of income for the taxable year currently 

required to be distributed to beneficiaries for such year; 

(b) any other amounts properly paid or credited or 

required to be distributed for the taxable year; 

(c) the amount of 60% of the excess of the net 

long-term capital gain over the net short-term capital loss 

for the taxable year~ 

(5) The exemption allowed for estates and trusts is 

that exemption provided in 15-30-112(2)(a) and 15-30-112(8). 

{6) A trust or estate excluding benefits under 

sttbseet¼ens-titt¼t-threttgh-tittkt7-tittmt,-er-tittnt-may-net 

exe¼ttde--benef¼~s--~ese~ibed--¼n--sttbseet±en-t~ttht-frem-nee 

±neome-ttn¼ess-the-benef¼es-reee¼ved-ttnder-sttbseeticns-titt¼t 

threttgh-tittktT-tittmt,-er-tittnt-are-½ess-than--$37688,--¼n 

which--eaee--~he--tr~s~-or-eeta~e-may subsection (2)(h) must 

combine benefits specified in subsections (2J(h)(i) through 

(2)(h)(iii) to exclude ttp-ee not more than a total of $3,600 

from net income. 11 

NEW SECTION. Section 3. Retirement adjustment 

annual deposit statutory appropriation. (1) There is 

statutorily appropriated, as provided in 17-7-502, from the 

general fund to the public employees• retirement board and 

the teachers• retirement board the amounts provided in 

subsection (2) for distribution to members. The money is 

statutorily appropriated to the boards, as provided in 

-13-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.; 

25 

LC 0949/01 

17-7-502, for distribution to members of retirement systems 

as provided in [section 4]. 

(2} On or before May l of each year, the state 

treasurer shall pay to the public employees• retirement 

board and the teachers' retirement board an amount equal to 

3% of the respective total benefits paid during the prior 

calendar year by the retirement systems in Title 19, 

chapters 3 through 13. The amount of the benefits must be 

certified to the treasurer by 

retirement board and the teachers• 

the public employees' 

retirement board no later 

than April 1 of each year. For the purpose of this section, 

the public employees 1 retirement board shall collect 

information and certify the amount of benefits paid pursuant 

to Title 19, chapters 10 and 11. Not later than February 15 

of each year, the boards of trustees of local police 

retirement funds, provided in 19-10-201, and boards of 

trustees of local fire department relief associations, 

provided in 19-11-104, must submit reports on benefit 

payments containing information requested by the public 

employees' retirement board. 

NEW SECTIO~ Section 4: Montana retirement adjustment 

payments -- public employees• retirement board. (1) Not 

later than June 1 of each year, the public employees' 

retirement board and the teachers• retirement board shall 

fix and pay to those members entitled to it an annual 

-14-
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adjustment payment. The adjustment payment is determined for 

each system baseJ upon the benefits paid by the system in 

the prior calendar year and on the annual benefit to which 

each Montana resident member of the system is entitled. 

(2) (a) The public employees' retirement board shall 

allocate money appropriated for retirement adjustment to the 

public retirement systems in Title 19, chapters 3 and 5 

through 13. The allocation to each system must be made based 

upon the annual amount each system 1 s benefits payments bears 

to the amount paid by all of the systems specified in this 

subsection. 

(b) The teachers' retirement board shall administer the 

money appropriated for retirement adjustment to the 

teachers' retirement system in Title 19, chapter 4. 

(3) {a) Each member of a system listed in subsection 

(2) who is a resident of the state and who is entitled to an 

annual benefit amount greater than $4,000 is entitled to a 

retirement adjustment payment. Each retirement system 

specified in subsection (2), through the public employees' 

retirement board, the teachers' retirement boatd, or a local 

retirement board of trustees, as appropriate, shall 

distribute its allocation of the money appropriated for 

retirement adjustment to its members entitled to adjustment 

payments. The governing board of each system set forth in 

subsection (2) shall establish an adjustment payment 

-15-
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Schedule. Each schedule must consist of a series of brackets 

setting forth annual system benefit entitlement amounts, 

beginning at $4,000 and increasing in $2,000 increments 

until the amount of the maximum annual benefit paid by the 

system is included in the schedule and an amount of 

adjustment payment to be made to a member corresponds to an 

annual benefit entitlement. In the schedule brackets, the 

amount of the adjustment payment must be increased as the 

amount of the annual benefit entitlement increases. 

(b) The methodology that the public employees' 

retirement board and the teachers' retirement board use to 

calculate schedules for systems administered by them must be 

adopted by rule pursuant to Title 2, chapter 4, but the 

schedules calculated from the adopted methodology do not 

have to be adopted by rule. 

Section 5. Section 17-7-502, MCA, is amended to read: 

"17-7-502, Statutory appropriations definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection 

effective, a statutory appropriation must comply 

of the following provisions: 

( 4 J, to be 

with both 

(a) The law containing the statutory authority must be 

-16-
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listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-202: 2-17-105: 2-18-812: 

10-3-203: 10-3-312: 10-3-314: 10-4-301: 13-37-304: 15-1-111: 

15-25-123: 15-31-702: 15-36-112; 15-37-117: 15-65-121; 

15-70-101: 16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 

17-5-424: 

19-10-205: 

17-5-804; 

19-10-305: 

19-8-504; 19-9-702: 19-9-1007: 

19-10-506; 19-11-512; 19-11-513: 

19-11-606; 19-12-301; 19-13-604; 20-6-406; 20-8-111; 

20-9-361; 23-5-306; 23-5-409; 23-5-610; 23-5-612: 23-5-1016; 

23-5-1027; 27-12-206; 37-51-501: 39-71-2504; 53-6-150; 

53-24-206; 61-2-406; 61-5-121; 67-3-205; 75-1-1101; 

75-5-1108: 75-11-313; 76-12-123: 80-2-103; 82-11-136: 

82-11-161: 90-3-301: 90-4-215: 90-4-613; 90-6-331: 90-9-306; 

[section 3); and section 13, House Bill No. 861, Laws of 

1985. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 
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treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection {3), pursuant to sec. 10, Ch. 

664, L. 1987, the inclusion of 39-71-2504 terminates June 

30, 1991.)" 

Section 6. Section 19-3-105, MCA, is amended to read: 

•19-3-105. Exemption from ta%es and legal process. The 

right of a person to a retirement allowance or any other 

benefit under this chapter and the 11\eft@ys money in the fund 

created under this chapter ~s are not: 

(1) subject to execution, garnishment, attachment, or 

any other process; 

(2) subject to state, county, or municipal taxes except 

for: 

W a retirement allowance received in excess of 

$3,600; or 

ill a refund paid under 19-3-703 cf a member's 

contributions picked up by an employer after June 30, 1985, 

as provided in 19-3-701: or 

(3) assignable except as in this chapter specifically 

provided.'' 

Section 7. Section 19-4-706, MCA, is amended to read: 

"19-4-706. Exemption from taxation and legal process. 
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The pensions, annuities, 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: 

{l) exempted from any state, county, or municipal tax 

of the state of Montana except for~ 

ill a retirement allowance received in excess of 

$3,600: or 

lE.l a withdrawal paid under 19-4-603 of a member's 

contributions picked up by an employer after June 30, 1985, 

as provided in 19-4-602; 

(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 8. Section 19-5-704, MCA, is amended to read: 

•19-5-704. Exemption from taxes and legal process. DJ. 

An7-money Money received or to be paid as a member's 

annuity, state annuity, or return of deductions or the right 

of any of these sha¼¼--be is exempt from a"y-9~ae~-e~ 

mtt"ie¼pn¼-eax-and-£rem levy, sale, garnishment, attachment, 

or any other process w~a~~eeyer and ~"8%T-b~ is unassignable 

except as specifically provided in 19-5-705. 
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(2) The first $3,600 received under this chapter is 

exempt from state, county, or municipal taxation." 

Section 9. Section 19-6-705, MCA, is amended to read: 

•19-6-705. Exemption from taxes and legal process. Any 

money received or to be paid as a member's annuity, state 

annuity, or return of deductions or the right of any of 

these is: 

(1) exempt from any state, county, or municipal tax 

except for: 

w a retirement allowance received in excess of 

$3,600i or 

ill a refund paid under 19-6-403 of a member's 

contributions picked up by an employer after June 30, 1985, 

as provided in 19-6-402; 

(2) exempt from levy, sale, garnishment, attachment, or 

any other process; and 

(3) unassignable except as specifically provided in 

19-6-706." 

Section 10. Section 19-7-705, MCA, is amended to read: 

"19-7-705. Exemption from taxes and legal process. Any 

money received or to be paid as a member's annuity, state 

annuity, or return of deductions or the right of any of 

these is: 

(l) exempt from any state, county, or municipal tax 

except for: 
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1!,L_a retirement allowance received in excess of 

$3,600; or 

ill a refund paid under 19-7-304(1) of a member's 

contributions picked up by an employer after June 30, 1985, 

as provided in 19-7-4031 

(2) exempt from levy, sale, garnishment, attachment, or 

any other process: and 

(3} unassignable except as specifically provided in 

19-7-706." 

Section 11. Section 19-8-805, MCA, is amended to read: 

•19-8-805. Exemption from taxes and legal process. Any 

money received or to be paid as a member's annuity, state 

annuity, or return of deductions or the right of any of 

these is: 

(1) exempt from any state, county, or municipal tax 

except for~ 

W a retirement allowance received in excess of 

$3,600; or 

ill a refund paid under 19-8-503 of the member's 

contributions picked up by an employer after June 30, 1985, 

as provided in 19-8-502; 

(2) exempt from levy, sale, garnishment, attachment, or 

any other process; and 

(3) unassignable except as specifically provided in 

19-8-806." 
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Section 12. Section 19-9-1005, MCA, is amended to read: 

•19-9-1005. Exemption from taxes. Any money paid in 

accordance with the provisions of this chapter is exempt 

from any state, county, or municipal tax except for: 

ill a retirement allowance received in excess of 

$3,600; or 

ill a refund paid under 19-9-304 of a member's 

contributions picked up by an employer after June 30, 1985, 

as provided in 19-9-601." 

Section 13. Section 19-10-504, MCA, is amended to read: 

"19-10-504. Protection of benefits fr0111 legal process 

and taxation. ill 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 

19-10-505. 

(2) The first $3,600 of benefits received under this 

part are exempt from state, county, and municipal taxation. 11 

Section 14. Section 19-11-612, MCA, is amended to read: 

"19-11-612. Protection of benefits from legal process 

and taxation -- nonassignability. D__l Any payments made or 

to be made under this chapter are not subject to judgments, 

garnishment, execution, or other legal process. A person 

entitl~d to a pension may not assign the right, and the 

association and trustees may not recognize any assignment or 
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pay over any sum so assigned. 

(2) Th@ first $3 1600 of benefits received under this 

part are exempt from state, county, and municipa!__t~xation." 

Section 15. Section 19-12-407, MCA, is amended to read: 

•19-12-407. Payment of pension benefits -- exemption 

from taxation. ill All payments under the volunteer 

firefighters' pension plan must be approved by the board and 

paid by warrants drawn upon the pension trust fund, payable 

to the order of the individual qualified volunteer 

firefighter or the beneficiary as provided in 19-12-405(1). 

(2) The first $3,600 of benefits received under this 

part are exempt from state, county, and municipal taxation." 

Section 16. Section 19-13-1003, MCA, is amended to 

read: 

•19-13-1003. Exemption from taxes. Any money paid in 

accordance with the provisions of this chapter is exempt 

from any state, county, or municipal tax except for: 

~h~ retirement allowance received in excess of 

$3,600; or 

ill refunds paid under 19-13-602 of the member's 

contributions picked up by an employer after June 30, 1987, 

as provided in 19-13-601.'' 

Section 17. Section 19-21-212, MCA, is amended to read: 

"19-21-212. Exemption from taxation, legal process, and 

assessments. All contracts, benefits, and contributions 
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under the optional retirement program and the earnings 

thereon are: 

(l} except for a retirement allowance received in 

excess of $3,600, 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 

~ssociation; and 

(4) unassignable except as ~pecifically provided in the 

contracts." 

NEW SECTION. Section 18. Nonseverability. It is the 

intent of the legislature that each part of {this act] is 

essentially dependent upon every other part, and if one part 

is held unconstitutional or invalid, all other parts are 

invalid. 

NEW SECTION. Section 19. Codification inst['uction. 

(Sections 3 and 4] are intended to be codified as an 

integral part of Title 19, and the provisions of Title 19 

apply to [sections 3 and 4]. 

NEW SECTION. Section 20. Effective date -- retroactive 

applicability. fThis act] is effective on passage and 

approval and applies ~etroactively, within the meaning of 

1-2-109, to taxable years beginning after December 31, 1990. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0900, as_i_!ltrodu~e_d. 

IlE_SCRIPTIQ!< OF_ PROPQ_SED____J._EGISl._A'l:'_I_QN: 

An act to provide an exemption of $3,600 from taxation of benefits from federal, state, and private retirement, annuity, 
pension, and endowment plans or systems; to provide for an adjustment payment to retirees of state, local, and teacher 
retirement systems who are Montana residents; to provide for a statutory appropriation for the adjustments payments; and 
providing an immediate effective date and a retroactive applicability date. 

P,SSQ_MPT_IONS: 

De£ar~ment of_Reven~~: 

1. Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP). 
2. Limiting all pension benefit payments to a flat exclusion of $3,600 increases revenue $10.430 million in FY92, and $11.470 

million in FY93 (DOR income tax simulations). 
Public Employees Retirement System (PERS) and Teachers Retirement System {TRSl: 
3. The statutory appropriation provided for in Section 3 increases state and local benefit payments $4.370 million in FY92, 

and $4.715 million in FY93. The statutory appropriation will appropriate 3% of the total benefits paid in the previous 
calendar year to the various retirement boards. The appropriation will be made from the general fund. The retirement 
adjustment payments in Section 4 approximate these amounts of statutory appropriations. 

4. The $3,600 exclusion limit is effective for tax years beginning after December 31, 1990; and the increase in benefit 
payments provided for in Section 3 will first be applied in fiscal year 1992. 

5. The retirement adjustment payments will be calculated in each bracket as provided in Section 4 as a percentage of the 
total benefits received during the preceding calendar year. The bracket applicable to each eligible retiree will be 
determined based upon the annual benefit the retiree is eligible to receive. Members receiving lump sum withdrawals or 
lump sum payments on account of death will not be eligible for the retirement adjustment in Section 4. 

6. Data processing enhancements required to calculate the retirement adjustment payments will cost PERS $50,000 in FY92 and 
$5,000 in FY93 and TRS $25,000 in FY92. 

FISCl',L_IMPACT: 

see next page 

~ ? 
ROD SUNDSTED, BUDGET DIRECTOR 

z~?z--£1 
DATE MARK O'KEEFE, PRIMARY SPONSOR DATE 

Office of Budget and Program Planning 
Fiscal Note for HB0900'-as i,_ntroduced +-\B C:,oo 



Fiscal Note Request, HB0900, as introduced 
Form BD-15 
Page 2 

FISCAL IMPA_C::_T: 

Ex_Qenditures: 

3% Statutory Appropriation 
PERS (Operating Expenses) 
TRS (Operating Expens,s) 

Total 
Funding: 
General Fund 
Various Retirement System 
Trust Funds (09) 

Revenues: 
Individual Income Tax (01) 

Net General Fund Impact 

TECH_NICJ\L NQTES: 

Current La~ 
0 
0 
Q 
0 

0 

0 

311,176,000 

FY 92 
ProQOSed Law 

4,370,000 
50,000 
25,000 

4,445,000 

4,370,000 

75,000 

321,606,000 

FY 93 
Difference Current Law ProQosed Law Difference 
4,370,000 0 4,715,000 4,715,000 

50,000 0 5,000 5,000 
25,000 0 0 0 

4,445,000 0 4,720,000 4,720,000 

4,370,000 0 4,715,000 4,715,000 

75,000 0 5,000 5,000 

10,430,000 327,201,000 338,671,000 11,470,000 

6,060,000 6,755,000 

Section 4 provides that each Montana resident of the retirement system is entitled to an adjustment payment. For purposes 
of this section, "Montana Resident" must be defined. 

Section 3 requires the Treasurer's Office to be notified, by April 1 of each year, of the total benefits paid during the 
preceding calendar year. The Treasurer's Office must make their payment to the retirement boards by May l of each year. 
For the purposes of this section it must be clarified that the first payments are to be made in calendar year 1992. 

\-\-B ~oo 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0900, as introduced revised. 

DESCRIPTION OF PROPOSED LEGISI.ATION: 

An act to provide an exemption of $3,600 from taxation of benefits from federal, state, and private retirement, annuity, 
pension, and endowment plans or systems; to provide for an adjustment payment to retirees of state, local, and teacher 
retirement systems who are Montana residents; to provide for a statutory appropriation for the adjustments payments; and 
providing an immediate effective date and a retroactive applicability date. 

ASSUMl'TION_S: 

Department of Revenue: 

1. Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP). 
2. Limiting all pension benefit payments to a flat exclusion of $3,600 increases revenue $10.430 million in FY92, and $11.470 

million in FY93 (DOR income tax simulations). 
Public Employees Retirement System (PERS) and Teachers Retirement System (TRS): 
3. The statutory appropriation provided for in Section 3 increases state and local benefit payments $4.370 million in FY92, 

and $4.715 million in FY93. The statutory appropriation will appropriate 3% of the total annuity benefits paid in the 
previous calendar year to the various retirement boards. The appropriation will be made from the general fund. The 
retirement adjustment payments in Section 4 approximate these amounts of statutory appropriations. 

4. The $3,600 exclusion limit is effective for tax years beginning after December 31, 1990; and the increase in benefit 
payments provided for in Section 3 will first be applied in fiscal year 1992. 

5. The retirement adjustment payments will be calculated in each bracket as provided in Section 4 as a percentage of the 
total benefits received during the preceding calendar year. The bracket applicable to each eligible retiree will be 
determined based upon the annual benefit the retiree is eligible to receive. Members receiving lump sum withdrawals or 
lump sum payments on account of death will not be eligible for the retirement adjustment in Section 4. 

6. Data processing enhancements required to calculate the retirement adjustment payments will cost PERS $50,000 in FY92 and 
$5,000 in FY93 and TRS $25,000 in FY92. 

FISCAL IMPACT: 

see next page 

z-.u,-u 
ROD Sl!NDSTED, BUDGET DIRECTOR DATE 
Offic0 o~ Budget and Program Planning 

... n~fG~ ~?!~-s-;.? 94/v-://OY/ /f v .............. 

as_ in_tro9uced revi~e_d H/3 9PtJ 
,feY. 



Fiscal Note Request, HB0900. as introduced.~e~ised 
Form BD-15 
Page 2 

FISCAL IMPACT~ 

Expenditures: 

3% Statutory Appropriation 
PERS (Operating Expenses) 
TRS (Operating Expenses) 

Total 
Funding: 
General Fund 
Various Retirement System 
Trust Funds (09) 

Revenues: 
Individual Income Tax (01) 

Net General Fund Impact 

TECHNICAL NOTES: 

FY 92 
C_t1rrent Law ProI!osed Law 

0 4,005,600 
0 50,000 
Q 2:i,000 
0 4,080,600 

0 4,005,600 

0 75,000 

311,176,000 321,606,000 

FY 93 
Difference Current Law ProI!osed Law Difference 
4,005,600 0 4,469,000 4,469,000 

50,000 0 5,000 5,000 
25 000 0 0 0 

4,080,600 0 4,474,000 4,474,000 

4,005,600 0 4,469,000 4,469,000 

75,000 0 5,000 5,000 

10,430,000 327,201,000 338,671,000 11,470,000 

6,424,400 7,001,000 

Section 4 provides that each Montana resident of the retirement system is entitled to an adjustment payment. For purposes 
of this section, "Montana Resident" must be defined. 

Section 3 requires the Treasurer's Office to be notified, by April 1 of each year, of the total benefits paid during the 
preceding calendar year. The Treasurer's Office must make their payment to the retirement boards by May 1 of each year. 
For the purposes of this section it must be clarified that the first payments are to be made in calendar year 1992. 

H8 '/Dd 
Ru• 




