
SENATE BILL NO. 226 

INTRODUCED BY HARP 
BY REQUEST OF THE DEPARTMENT OF REVENUE 

JANUARY 30, 1991 

MARCH 11, 1991 

MARCH 12, 1991 

MARCH 13, 1991 

MARCH 13, 1991 

MARCH 14, 1991 

APRIL 12, 1991 

APRIL 15, 1991 

APRIL 16, 1991 

APRIL 17, 1991 

APRIL 18, 1991 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 27; NOES, 22. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION, 

FIRST READING. 

COMM!TTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN AS 
AMENDED. 

THIRD READING, CONCURRED IN. 
AYES, 59; NOES, 39. 

RETURNED TO SENATE WITH AMENDMENTS. 

IN THE SENATE 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED. 



APRIL 19, 1991 

APRIL 19, 1991 

APRIL 23, 1991 

APRIL 24, 1991 

APRIL 29, 1991 

APRIL 29, 1991 

FREE CONFERENCE COMMITTEE APPOINTED. 

IN THE HOUSE 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

FREE CONFERENCE COMMITTEE- REPORTED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

FREE CONFERENCE COMMITTEE 
REPORT ADOPTED. 

IN THE SENATE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED BY 

s~ #41?£ BILL NO, ~/,p 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO RESTRUCTURE THE 

INCOME TAX ON PENSION BENEFITS BY EQUALIZING THE TAXATION OF 

ALL PENSION BENEFITS; TO PROVIDE A $10,000 EXCLUSION FROM 

NET INCOME FOR TAXPAYERS WITH A TOTAL FEDERAL ADJUSTED GROSS 

INCOME OF $35,000 OR LESS; AMENDING SECTIONS 15-30-101, 

15-30-111, 15-30-136, 19-3-105, 19-4-706, 19-5-704~ 

19-6-705, 19-7-705, 19-8-805, AND 19-21-212, MCA; REPEALING 

SECTIONS 19-9-1005 AND 19-13-1003, MCA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY 

DATE. 11 

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

NEW SECTION. Section 1. Retirement income exclusion. 

(1) A single person or married couple filing a joint return 

or separately on the same return may exclude from net 

taxable income up to $10,000 of pension and annuity income, 

subject to the following limitations: 

{a) the taxpayer 1 s total federal adjusted gross income 

must be $35,000 or less; 

(b) the pension and annuity income to be excluded is of 

the type defined in 15-30-101(13); and 
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(C) the amount of the exclusion is the amount of both 

pension and annuity income received, but the exclusion may 

not exceed $10,000. 

(2) The $35,000 fede,al adjusted g,oss income limit in 

this section applies to either the single person's federal 

adjusted gross income or the married couple's combined 

federal adjusted gross income. In the case of a married 

couple, if each person is receiving pension and annuity 

income, as defined in 15-30-101, and meets the 

qualificatisr.s 0f subsectior. (l)(a), then each person may 

exclude from net income up to $10,000. 

Section 2. Section 15-30-101, MCA, is amended to read: 

•15-30-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

(1) 11 Base year structure" means the following elements 

of the income tax structure: 

(a) the tax b,ackets established in 15-30-103, but 

unadjusted by subsection (2) of 15-30-103, in effect on June 

30 of the taxable year; 

(b) the exemptions contained in 15-30-112, but 

unadjusted by subsections (7) and (8) of 15-30-112, in 

effect on June 30 of the taxable year; 

(c) the maximum standard deduction provided in 

l~-30-122, but unadjusted by subsection (2) of 15-30-122, in 

-2-
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effect on June 30 of the taxable year. 

(2) "Consumer price index" means the consumer price 

index, United States city average, for all items, using the 

1967 base of 100 as published by the bureau of labor 

statistics of the U.S. department of labor. 

( 3) "Department" means the department of revenue. 

( 4) 11 Dividend'1 means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or members, whether in cash or in other 

property or in stock of the corporation, other than stock 

dividends as herein defined. ustock dividends" means new 

stock issued, for surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

(5) 11 Fiduciary'' means a guardian, trustee, executor, 

administrator, receiver, conservator, or any person, whether 

individual or corporate, acting in any fiduciary capacity 

for any person, trust, or estate. 

(6) "Foreign country" or 0 foreign governmentH means any 

jurisdiction other than the one embraced within the United 

States, its territories and possessions. 

(7) "Gross income" means the taxpayer 1 s gross income 

for federal income tax purposes as defined in section 61 of 

the Internal Revenue Code of 1954 or as that section may be 

labeled or amended, excluding unemployment compensation 

included 1n fed0ral gross incone under the provisions of 
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section 85 of the Internal Revenue Code of 1954 as amended. 

(8) "Inflation factor" means a number determined for 

each taxable year by dividing the consumer price index for 

June of the taxable year by the consumer price index for 

June, 1980. 

( 9) "Information agents'' includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

custody, disposal, or payment of interest, rent, salaries, 

wages, premiums, annuities, compensations, remunerations, 

emoluments, or other fixed or determinable annual or 

periodical gains, profits, and income with respect to which 

any person or fiduciary is taxable under this chapter. 

(10) ''Knowingly" is as defined in 45-2-101. 

(11) ''Net income" means the adjusted gross income of a 

taxpayer less the deductions allowed by this chapter. 

(12) 11 Paid", for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 

incurred, and the terms ''paid or incurred'1 and "paid or 

accrued" shall be construed according to the method of 

accou11ting upon the basis of which the taxable income is 

-4-
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computed under this chapter. 

{13) "Pension and annuity income 11 means: 

(a} systematic payments of a definitely determinable 

amount from a qualified pension plan, as that term is used 

in section 401 of the Internal Revenue Code, or systematic 

payments received as the result of contributions made to a 

g_~alified pension plan that are paid to the recipient or 

recipient 1 s beneficiary upon the cessation of ernploymen~ 

(b) payments received as_the result of past service and 

cessation of employment in the uniformed services of the 

United States i... 

(c) lump-sum distributions from pension or 

profitsharing plans to the extent that the distributions are 

included in federal adjusted gross income; 

(d) distributions from individual retirement, deferred 

compensation, and self-employe_d retirement plans recognized 

under sections 401 through 408 of the Internal Revenue Code 

to the extent that the distributions are not conside~~~t~ 

be premature distributions for federal income tax purpos~_SJ 

or 

(e) amounts after cessation of regular em12..l.2_yment 

received from fully matured, privately purchased annuity 

contracts. 

tl:3t.!..l...!l "Purposely" is as defined in 45-2-101. 

fl:4t(l5) "Received", for the purpose of computation of 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0825/01 

taxable income under this chapter, means received or accrued 

and the term 11 received or accrued" shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

fl:Stl!.§.1 11 Resident 11 applies only to natural persons and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter wilh reference to the income of 

any taxable year, any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

from the state and 

elsewhere. 

tl6tl!ll "Taxable 

has not 

income·• 

established a residence 

means the adjusted gross 

income of a taxpayer less the deductions and exemptions 

provided for in this chapter. 

fl:7tl.!.!!l "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

fl:Btl.!21 "Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations." 

Section 3. Seclion 15-30-111, MCA, is amended to read: 

"15-30-111. Adjusted gross income. (1) Adjusted gross 

income shall be the taxpayer 1 s federal income tax adjusted 

gross i1ic1Jme as defined in section 62 of the Internal 

Revenl1~ Code cf 1954 or as that section may be labeled or 
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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 

Montana income tax liability; 

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

subchdpter s. of Chapter 1 of the Internal Revenue Code of 

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

subchapter S. corporation on th~ income; and 

(d) depreciation or amortization taken on a title plant 

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

( 2) 

Internal 

Notwithstanding 

Revenue Code 

the 

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 

thereof; 

subdivision 

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

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

taxpayer filir1g a separate return and $1,600 for each joint 

return; 
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tet--ai¼-benefits,-not-¼n-exee8~-o£-$37688,-reeeived~ 

tit--under-the-Fed~ra¼-Em~½oyee~i-Reti~ement-Act; 

tiit-under-the-pubiie--emrioyee--retirement--¼aws--of--a 

9tate-other-then-Montana7-er 

ti¼±t-e8--an--annti±ty,--pen~ion,--or-endowme~t-unde~-any 

private-or-eorporate-retirement-pian-or-~y9tem7 

trl7--ait-bene£±ts-paid-under--the--teeehersi--reeirement 

¼ew-wh±eh-are-speeified-a9-e~e~pt-£rom-taxet¼on-by-½9-,-~e67 

tet--a¼t--benef±ts--pe±d--under--~ne--Pttbi¼e--Bmpioyee~~ 

Ret±rement--System--Aet--wh±eh--are-~peei£±ed-as-exempt-from 

taxation-by-19-J-lGS; 

tft--a±±--benefits--pe±d--tlnder---tne---highway---pstrol 

ret±rement--iaw--wh±eh-are-spee±fied-a9-exempt-from-taxation 

by-19-6-765; 

tgtl~L all Montana income tax refunds or credits 

thereof~ 

tht--all--benefits--~aid-tlnder-l9-ll-60r,-¼9-ll-604,-and 

T9-ii-695--to--ret±red--and--dtsabied--firefighters,---their 

Stlrviving--~pottses--and--orphans-or-speeified-as-exempt-from 

taxat±on-by-i9-¼3-i9937 

tit--art--benefits--paid--~nder--the- mttnietpar---potiee 

off±eersL--retirement--system--that--are-spee±f±ed-as-exempt 

from-taxation-by-i9-9-i665; 

tjti..SU_ gain required to be recJ9ni (.ed by a liquidating 

corporation und@r 15-31-lll[l)(a){ii); 

-8-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0825/01 

t~t~ 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 to provide food, 

beverage, or lodging; 

trtfil all benefits 

compensation laws; 

received under the workers' 

tmt19.l_ all health insurance premiums paid by an 

employer for an employee if attributed as income to the 

employee under federal law; 

tfttill all benefits paid under an optional retirement 

program that are specified as exempt from taxation by 

19-21-212; and 

totill all money received because of a settlement 

agreement or judgment in a lawsuit brought against a 

manufacturer or distributor of "agent orange" 

resulting from exposure to "agent orange". 

for damages 

(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, 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 
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included in the shareholder's federal income tax adjusted 

gross income by reason of the election under subchapter S. 

However, the shareholder's adjusted gross 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. 

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

corporation license 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 

-10-
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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 

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 permdnently 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 

exclusion and 

the adjusted gross income before this 

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 

-11-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0825/01 

impairment lasting or expected to last at least 12 months. 

f8t--A----~er~en---reeei~±ng---be"e£tt~---de~eribed---¼n 

subseet±ons-t2ttdt-through-tzttft,-tzttht,-or-t2tt±t-mey-not 

exeltlde--be~e£¼ts--described--in--e~b~eetion---tX7tet---Erom 

adjtt~ted--groee--±neome--tt"le~~--tne-be~ef±ts-reee±ved-ttnde~ 

subseet±ons-t2ttdt-through-t2ttrt7--fittht,--or--tztt±t--ere 

iess--than--$3,608 7 --±n--wh±eh--eaee--the-pereen-may-eombine 

be"efite-to-exelttde-ttp-to-a-totai-of--$3y688--£~om--adjtt~ted 

9ress---i"eoffl.e.- (Subsection tzttkt~ terminates on 

occurrence of contingency--sec. 3, Ch. 634, L. 1983.)'' 

Section 4. section 15-30-136, MCA, is amended to read: 

•15-30-136. Computation of income of estates or trusts 

exemption. (1) Except as otherwise provided in this 

chapter, 11 9ross income" of 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 

county, 

on obligations of another state or territory or a 

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; ot 

-12-
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district, or other 

(c) income from partnerships and other fiduciaries; 

(d) gross rents and royalties: 

(e) gain from sale or exchange of property, including 

those gains that are excluded from gross income for federal 

fiduciary income tax purpos€s 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; 

(bl taxes paid or accrued 

including but not limited to 

excluding Montana income tax; 

within the taxable year, 

federal income tax, but 

(c) that fiduciary's portion 

depletion which is deductible for 

according to sections 167, 611, 

Revenue Code of 1954, as amended; 

of depreciation or 

federal tax purposes 

and 642 of the Internal 

(d) charitable contributions that are deductible for 

-13-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0825/01 

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 

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

were not claimed as a deduction in the determination of 

Montana inheritance tax; 

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

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

insura1ice or otherwise, that are deductible for fed~:al 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; 

tht--all-bene£±t~,-not-±n-exeess-of-$3r609,-reeei~ed~ 

t±t--as-£ederal-employeesL-ret±rement; 

t±±t-a~--ret±reme"t--from--pttblte--empioyment-in-a-state 

other-than-Montana;-or 

t±±±t-as-an-annutty,-pens±on,-or-endowment-under-private 

o~-eorporate-ret±rement-plans-or-sy3tems; 

t±t--all--benef±ts--pa±d--under--the--Montana--teacher3L 

retirement-system-that-are-speei£ied-as-e~empt-from-taxation 

by-19-4-1867 
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t;t--aii--benefite--pa±d--tlnder---the---Montena---Ptlbiie 

Bmp¼oyeesL--Retiremeftt--System--Aet--that--are--speeified-ae 

exempt-trom-taxatten-by-¼9-3-¼85; 

tkt--s¼i-bene£ite-paid-~nder-the-Mo~tana-highway--patro¼ 

oEEieereL--retireme~t--syetem--that--are-~peeiE±ed-as-exempt 

from-taxstion-by-¼9-6-j95~ 

tltJ...!U Montana income tax refunds or credits thereof~~ 

tmt--sii-benefits-paid-tlnder-¼9-¼¼-69l,--¼9-ii-604,--and 

i9-i%-685-to-retired-and-d±eabied-£iremen-or-their-~ttr¥±•±ng 

epottse!-or-ehi¼dren; 

tnt--s¼l---benefits--paid--ttnder--tht·-mJnieipai--poiiee 

oEEieersi-retirement-sy~tem-thet--are--speeified--a~--exempt 

from-taxation-by-i9-9-i995~ 

(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 treL,ted as taxable 
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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: 

(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 i5-30-112(2)(a) and 15-30-112(8). 

t6t--A--trttst--or--e~t8te---exe¼ndin9---bene£its---ttnder 

~tlb~eetione-t2tt±t-throtlgh-t2ttkt,-t2ttmt,-or-t2ttftt-may-ftot 

exeinde--benefit~--de~eribed--in--~~b~eetion-t~tfht-fPom-net 

ineome-ttnies~-the-bene£its-received-ttnder-sttbseetions-tittit 

throtlgh-trttkt,-tzttmt,-or-tzttftt-are-ies~-than--~3,699,--in 

whieh--ease--the--trtt~t--or--estnte--fflBy-eomb±ne-bertefit~-to 

exeittrle-ttp-to-a-total-o£-$3,688-£rom-net-i~eome, 11 

Section 5. Section 19-3-105, MCA, is amended to read: 

"19-3-105. Exemption from taxes-and legal process. The 

right of a person to a retirement allowance or any other 

benefit under this chapter and the moneys in the fund 

created under this chapter is not: 

{l) subject to execution, garnishment, attachment, or 
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any other process; or 

trt--~ttbjeet-to-~tate,-eottnty7-or-mttn±eipal-taxes-exeept 

for-a-r~£ttnd-pa±d-~nder-¼S-3-793-of-a-membet~s-eontrib~tio~s 

p±eked-ttp-by-an-empioyer-after-Ottne-38,-1985,-as-prov±ded-in 

r9-3-78r,-or 

t3till assignable 

specifically provided." 

except as in this chapter 

Section 6. Section 19-4-706, MCA, is amended to read: 

"19-4-706. Exemption from taxation-and legal process. 

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: 

t¼t--ex~mpted-from-·a~y-state 7 -eottnty,-or--mttnieipal--ta~ 

of--the--state-o£-Mo~tena-exeept-£or-a-withdrawa±-paid-tt~de~ 

±9-4-683--0£--a--memberLs--eo~tribution~--p±e~ed--ttp--~y--an 

empioyer-after-Jttne-38,-1985,-as-provided-in-±9-4-68~; 

trtl!l not subject to execution, 

attachment by trustee process or otherwise, 

equity, or any other process; and 

garnishment, 

in law or 

t3till unassignable except as specifically provided in 

this chapter.'' 

Section 7. Section 19-5-704, MCA, is amended to reud: 

11 19-5-704. Exe::i.ption from ta~es-and legal process. Any 
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money received or to be paid as a member's annuity, state 

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

these shall-be is exempt trom-any-state-or-mttnie±pa±-tax-and 

from levy, sale, garnishment, attachment, or any other 

process whatsoever and shall be unassignable except as 

specifically provided in 19-5-705.'' 

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

"19-6-705. Exemption from taxe~-a~d legal process. Any 

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

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

these is: 

tlt--exempt--from--any--state,--eotlnty,-or-mttn±eipal-tax 

exeept-for-a--refund--paid--~nder--19-6-403--of--a--memberis 

eontrib~tions--pieked-up-by-cn-empioyer-after-aune-39,-%985, 

e~-~rovided-i"-¼9-6-49r, 

t~till exempt from levy, sale, garnishment, attachment, 

or any other process; and 

t~till unassignable except as specifically provided in 

19-6-706. 11 

Section 9. 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: 

t ½'. 7- -exe~pt E rD,'.'1-any-~ ta:te,--eoi:,;n.t::y-,--or--mttn teipai- -tox 
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exeept--Eor--a--re£ttnd--paid-ttnder-i9-7-304t±t-of-a-member~9 

eontribtttions-pieked-ttp-by-an-empioyer-after-dune-39 7 --½985 7 

a9-provided-i~-i9-7-493, 

f2tl.!.l exempt from levy, sale, garnish,nent, attachment, 

or any other process; and 

t3tJ.l.l unassignable except as specifically provided in 

19-7-706." 

Section 10. Section 19-8-805, MCA, is amended to read: 

"19-8-805. Ex~Jpti,n from taxe~-and legal process. Any 

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

annuity, or return of deduction~ or the right of any of 

these is: 

t±t--exempt--£rom--any--stete,--eo~nty,-or-mttnieipat-tax 

14 exeept-fcr-a-refttnd-paid--ttnder--i9-B-593--of--the--memberi~ 

15 

16 

17 

18 

19 

contribtltion3--pieked-up-by-an-empioyer-after-Ottne-36,-l98S, 

n~-provided-in-19-8-582; 

t~ti.!.l exempt from levy, sale, garnishment, attachment, 

or any other process; and 

t3t.U.l unassignable except as specifically provided in 

20 19-8-806." 

21 

22 

23 

Section 11. 

"19-21-212 • 

assessments. All 

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

Exc·mption from taxa+:±on, legal process, and 

contracts, benefits, and contributior1s 

24 under the optional retirement program and the earnings 

25 thereon are: 
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tlt--~xempe-r~om-a~y-s~a~e,-eottnty,-or-mttnte¼p8¼-tax; 

fitfil not subject to execution, garnishment, 

attachment, or other process; 

t3till not covered or assessable by an insurance 

guaranty association: and 

t•till unassignable except as specifically provided in 

the contracts. 11 

NEW SECTION. Section 12. Repealer. Sections 19-9-1005 

and 19-13-1003, MCA, are repealed. 

NEW SECTION. Section 13. Codification instruction. 

[Section 11 is intended to be codified as an integral part 

of Title 15, chapter 30, and the provisions of Title 15, 

13 chapter 30, apply to [section l]. 

14 

15 

16 

17 

NEW SECTION. Section 14. Effective date -- retroactive 

applicability. [This act] is effective on passage and 

approval and applies retroactively, 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 SB0226, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act to restructure the income tax on pension benefits by equalizing the taxation of all pension benefits; to provide a 
$10,000 exclusion from net income for taxpayers with a total federal adjusted gross income of $35,000 or less; and providin 
an immediate effective date and a retroactive applicability date. 

ASSUMPTIONS_: 

1. Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP). 
2. Providing a uniform pension income exclusion of up to $10,00C for all retirees with household federal adjusted gross 

income of $35,000 or less increases revenue $9,950,000 in FY92 and $10,940,000 in FY93 (DOR income tax simulations). 
3. The uniform pension income exclusion applies to tax years beginning after December 31, 1990. 
4. There is no impact in FY91. 
5. There is no impact on Department of Revenue administrative expenses. 
6. All income tax revenue is deposited in the state general fund in FY92 and FY93. 

FISCAL IMPACT: 

Rey_enues: 

Individual Income Tax 

TECHNICAL NOTES: 

Current Law 
311,176,000 

FY '92 
Proposed Law 

321,126,000 
Difference 

9,950,000 
Current Law 
327,201,000 

FY '93 
Proposed Law 

338,141,000 
Difference 
10,940,000 

1. Section 19-9-1005, MCA provides for an exemption from state, county or municipal taxes for benefits paid under the 
Municipal Police Officers' Retirement System. The proposal should also repeal this provision. 

2. Section 19-9-1003, MCA provides for an exemption from state, county or municipal taxes for benefits paid under the 
Firefighters' United Retirement System. The proposal should also repeal this provision. 

3. HB0453 would exempt mandatory employee contributions made to the Judges' Retirement System from state and federal taxes 
until such time as a person receives a refund of those contributions. The Legislative Council should review SB0226 and 
HB0453 to ensure there would be no codification problems if both were to become law. 

l 
I ,/_. 

I ,., / ~, <:,•.· ..... 

~1_..J\..._-,,-==-..1_..:::----::.....~==::!e.·/~--:>f,,J - - _·'.:::=>:::::r':::/~ ....-c.... <....,_ ~7- c.7 ( 
ROD SUNDSTED, BUDGET DIRECTOR DATE JOHN G. PRIMARY S 
Office of Budget and Program Planning 

Fiscal Note for S80226, as introduced sa Jal, 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0226. third reading. 

DESCRIPTION OF PROPOSED LEGISIATION: 

An act to restructure the income tax on pension benefits by equalizing the taxation of all pension benefits; 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; and providing an immediate effective date and a retroactive applicability date. 

ASSUMPTIONS: 

1. Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP). 
2. Providing a uniform pension income exclusion of up to $3.600 for all retirees increases revenue $10,430,000 in FY92 and 

$11,470,000 in FY93 (DOR income tax simulations). 
3. Providing a retirement adjustment payment of 2% of the total benefits paid by the Public Employee's Retirement System 

(PERS) and the Teacher's Retirement System (TRS) during the prior calendar year reduces the general fund impact of this 
proposal by $2.670 million in FY92, and $2.980 million in FY93 (based on PERS and TRS projections of total annual 
benefit payments). 

4. The uniform pension income exclusion applies to tax years beginning after December 31, 1990. 
5. There is no impact on Department of Revenue administrative expenses. 
6. All income tax revenue is deposited in the state general fund in FY92 and FY93. 

FIS__CAL IMl'ACT: 

Revenues: 
Individual Income Tax(Ol) 

Current Law 
311,176,000 

FY '9 
Proposed Law 

321,606,000 
Difference 
10,430,000 

Current Law 
327,201,000 

FY '93 
Proposed Law 

338,671,000 
Difference 
11,470,000 

The bill does not provide for a means of funding the 2% retirement adjustment offset discussed in assumption 3 above. If 
the offset were to be funded 100% general fund, the net impact to the general fund would be $7.760 million in FY92, and 
$8.490 million in FY93. If the offset were to be funded in the ratio that general fund pays for all retirement plans, 
general fund revenue would be reduced only $748,000 in FY92, and $834,000 in FY93; resulting in a net general fund impact of 
$9,682,000 in FY92, and $10,636,000 in FY93. 

_f):; ~ 
ROD SUNDSTED, BUDGET DIRECTOR 

..--,, ·7"""7-tl ::>7-1· 
DATE 

Office of Budget and Program Planning 
DATE 

Fiscal Note for SB0226. third reading $8 z~,-a 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0226, third reading, revised. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act to restructure the income tax on pension benefits by equalizing the taxation of all pension benefits; 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; and providing an immediate effective date and a retroactive applicability date. 

ASSUMPTIONS : 

1. Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP). 
2. Providing a uniform pension income exclusion of up to $3,600 for all retirees increases revenue $10,430,000 in FY92 and 

$11,470,000 in FY93 (DOR income tax simulations). 
3. Providing a retirement adjustment payment of 2% of the total benefits paid by the Public Employee's Retirement Syst:em 

(FERD) and the Teacher's Retirement System (TRS) during the prior calendar year reduces the general fund impact of this 
proposal by $2.670 million in FY92, and $2.980 million in FY93 (based on PERD and TRS projections of total annual 
benefit payments). 

4. The uniform pension income exclusion applies to tax years beginning after December 31, 1990. 
5. There is no impact on Department of Revenue administrative expenses. 
6. All income tax revenue is deposited in the state general fund in FY92 and FY93. 
7. The Public Employees' Retirement Division (PERD) and the Teacher's Retirement System (TRS) will require data processing 

enhancements to calculate the retirement adjustment payments stipulated in the proposed legislation. Both agencies lack 
the appropriation authority in their current law budgets to absorb the additional data processing enhancement costs. 

FISCAL IMPACT: 
(continued on next page) 

GCa:$) 
ROD SUNDSTED, BUDGET DIRECTOR 

q---5-J/ 
DATE

1 

Office of Budget and Program Planning 
D 

fiscal Ndte fur SB0226, third reading, revised. ss z~,,PJ 



Fiscal Note Request, SB0226 third reading, revised. 
Form BD-15 
Page 2 

FISCAL IMPACT: 

P.E.R.D. FY 92 FY 93 
Ex.12endiJ;ures: Current Law Prol!osed Law Difference Current Law Pro11osed Law Difference 
Operating Costs 0 25,000 25,000 0 5. Q,90 5,000 

Funding: 
Non-Expendable Trust 0 25,000 25,000 0 5,000 5,000 

T.R.S. FY 92 FY 93 
Ex12enditures: Current Law Progosed Law Difference Current Law Progosed Law Difference 
Operating Costs 0 25,000 25,000 0 5,000 5,000 

Funding: 
Non-Expendable Trust 0 25,000 25,000 0 5,000 5,000 

T.R.S. FY 92 FY 93 
Revenues: Current Law Pro11osed Law Difference Current Law Progosed Law Difference 
Individual Income Tax(Ol) 311,176,000 321,606,000 10,430,000 327,201,000 338,671,000 11,470,000 

Tecbnic91 Note: 

1. The bill does not provide for a means of funding the 2% retirement adjustment offset discussed in assumption 3 
above. If the offset were to be funded 100% general fund, the net impact to the general fund would be $7.760 
million in FY92, and $8.490 million in FY93. If the offset were to be funded in the ratio that general fund pays 
for all retirement plans, general fund revenue would be reduced only $748,000 in FY92, and $834,000 in FY93; 
resulting in a net general fund impact of $9,682,000 in FY92, and $10,636,000 in FY93. 

2. The state treasure must transfer to the retirement boards the funds for the benefit adjustment by May 1 of each 
year based on data submitted to the state treasurer by February 1 of each year. The procedure to calculate and pa) 
the adjustment benefits implies a statutory appropriation. However, the proposed legislation makes no mention of 
any authority for statutory appropriations. The proposed legislation should be amended to authorize the statutory 
appropriation of the proposed adjustment benefits. 

3. The withdrawal of employee contributions following the termination of employment is defined by statute as a 
retirement benefit. Consideration should be given to excluding refunds from the calculation of adjustment benefit 
payments. 

sf/J.2l-"3 



52nd Legislatu:re SB 0226/02 

APPROVED BY COMMITTEE 
ON TAXATION 
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SENATE BILL NO. 226 

INTRODUCED BY HARP 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO RESTRUCTURE THE 

INCOME TAX ON PENSION BENEFITS BY EQUALIZING THE TAXA·TION OF 

ALL PENSION BENEFITS; TO PROVIDE A-$±97889-EM€hBSfSN-PRSM 

NEP-fN€SME-P8R-PAKPAYBRS-WfPH-A-T8TAb-PEBERAb-ABdBSPEB-6RSS5 

fNESME-SP-$35,999--eR--bESS 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; AMENDING SECTIONS ±5-39-lc9h 15-30-111, 

15-30-136, 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, :9-12-407, 

19-13-1003, AND 19-21-212, MCA; REPEAhfN6-SEEPf8NS-i9-9-l995 

ANB-¼:9--±3-¼68-3-,-M€A-;- AND PROVIDING AN IM.MEDIATE EFFECTIVE 

DATE AND A RETROACTIVE APPLICABILITY DATE." 

WHEREAS, THE STATE OF MONTANA DESIRES ~O TAX FEDERAL, 

STATE, AND PRIVATE RETIREMENT BENEFITS EQUALLY; AND 

WHEREAS, THE STATE OF MONTANA HAS IN THE PAST PROV1DED 

ITS EMPLOYEES WITH A BENEFIT OF EMPLOYMENT THROUGH ITS TAX 

SYSTEM; AND 

~;n; ,,.,.,,.,., counc,, 
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WHEREAS! THE LEGISLATURE DESIRES AND ENCOURAGES 

9UA~IFIED 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 

INCAPACITATED TO RETIRE AND~_ TO THAT END, TO PROVIDE 

SUFFICIENT BENEFITS TO PROVIDE FOR RETIREMENT; AND 

~HEREAS, THE LEGISLATURE WISHES TO ENCOURAGE ALL RETIRED 

PERSONS TO REMAIN WI7HIN MONTANA TO PROVIDE A CRITICAL MASS 

OF RETIRED PERSONS WHO USE CERTAIN SERVICES AND FACILITIES 

:'HAT ARE IMPOR':'A~i ~o RS-:':RE:J PSRSO~S :'\ND THAT ~-.;y '.(EE? .::i..~o 

PERHAPS ENTICE OTHER RETIRED PERSONS INTO THE STATE1 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 DURlNG THE YEARS Ot' LOW WAGES AND WHOSE 

BENEFITS ARE RE~ATIVE~Y S~ALL; AND 

WHEREAS, __ T_HE LEGIScATURE THEREFORE GRANTS AN INCREASE IN 

BENEFITS TO ITS FORMER ?UBLIC EMPLOYEES ~HO ARE RESIDENTS OF 

THE STATE TO PROVIDE COMPENSATION TO ENCOURAGE THEM TO 

REMAIN IN MONTANA. 

STATEMENT OF INTENT 

i\ STATE:.'.ENT OF :N":E:~T IS REQUIRED FOR THIS B:::LL BECACSE 

THE f'!lBL re E:MPL0YE2S' ~ETIREME~T BOARD AND THE TEACHERS' 

-2- S3 226 
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RETIREMENT BOARD MUST ESTABLISH A PERCENTAGE RATE TO PROVIDE 

A UNIFORM ADJUSTMENT PAYMENT RATE TO ALL MEMBERS OP PUBLIC 

RETIREMENT SYSTEMS AS PROVIDED IN [SECTIO~. 

BE IT ENAC~ED BY THE LEGISLATURE OF THE STATE or MONTANA: 

(Refer to Introduced Sill) 

Strike everything after the enacting clause and insert: 

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

"15-30-111. Adjusted gross income. (1) Adjusted gross 

income shall be the taxpayer's federa: inc~me tax adjusted 

gross income as defined in sect:on 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, municipa:ity, district, or other 

political subdivision thereof: 

(b) refunds received of federa~ income tax, to the 

extent the deduction of such tax res~lted in a reduction of 

Montana income tax liability; 

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

subchapter S. of Chapter 1 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 amortizatio~ taken on a title plant 

as defined in 33-25-105(15). 
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(2) Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954, as labeled or amended, 

adjusted gross income does not include the following which 

are exemp~ 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 

thereof; 

subdivision 

(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 

return1 

(c) 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 et"er-tha~-Menta"a; or 

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

~rivate or corporate retirement plan or system; 

tdt--o¼¼-benefit~-patd-tt"eer--the--teaehers~--ret±~ement 

¼aw-whteh-are-s~ee±fied-as-exempt-frem-texet¼e"-ey-½9-4-T667 

tet--a¼l--ee"eEit~--pa~d--nnder--The--Ptte¼~e--Emp¼eyee~ 4 

Ret±remene--Sy9tem--Aet--wh±eh--are-spee±E±ed-a9-exempt-£rem 

taxatien-ey-¼9-3-¼95; 

trt--d¼i--benefie~--paid--tlnder---~h~---hi9hway---~otro¼ 

ret±remen~--¼aw--whieh-are-speeified-as-e~empt-from-texation 
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by-t9-6-~85~ 

tgtill all Montana income tax refunds or tax ref:.rnd 

credits tl,ereef; 

tnt--a±±--bene~±~~--peid-ttnder-±9-±i-68i,-l9-i±-684,-a~d 

l9-±l-60S--te--re~ired--an0--di~ebied--f±refi9hter9,---~ne~r 

~~r~i~ing--9pottse9--and--orphans-or-9peeified-a~-exempt-£r~m 

toxst±eft-by-±9-±3-±083~ 

t±t--a¼±--eenefit9--pa±d--ttnder--t~e--mttn±c±pa±---pe¼iee 

of£ieer~i--ret±rement--9y~tem--tnat--are-9peeified-e9-exempt 

from-taxat±on-ey-±9-9-±68St 

t~till gain required to be recogP.ized by a liquidating 

corporation under 15-31-113(l)(a)(ii): 

tktill 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 to provide food, 

beverage, or lodging; 

Hti9l. all benefits received under the workers' 

compensation laws; 

fmti!!..l. all health insurance premiums paid by an 

employer for an employee if attributed as income to che 

employee under federal law; and 

tnt--err-b@~~r¼t9--p~~d--ttft~@r--~n--opt±efte¼--~etireme~e 

pregrem--tnee--ere--~peet~±ed--6~--e~em~t--£~em--taxae±e~-ey 

19-il-~±ir-eftd 

-5- SB 226 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

!-I 

25 

SB 0226/02 

tetill all money received because of a settlement 

agreement or judgment in a lawsuit brought against a 

manufacturer or distrib~tor of ''agent orange'' for damages 

resulting from ~xposure to ''agent orange'". 

(3) In the case a= 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, as amended, is not in effect~ adjusted 

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

undistributed taxable i~cc~e, ~et cperating less, 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 subchapter S. 

However, the shareholder's adjusted gross income shall 

include actual distrioutio:is from the corporation to the 

extent they would be trea~ed as taxable dividends if the 

subchapter S. election were not in effect. 

(4) A sharen0lder of a D:'.:SC that is exempt from the 

corporation license tax under 15-31-102(1)(1) shall include 

in his adjusted gross i~ccme the earnings and profits of the 

DISC in the same manner 3s prcvided by federal law (section 

99'.>, :·nternal Revenue Code) for all periods for which the 

DISC PlPcticn is e~fe=ti~e. 

(~) A taxpayer whc,, in determining federal adjusted 
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gross income, has reduced his business deductions by an 

amount for wages and salaries for which a federal tax credit 

was elected under section 44B of the Internal Revenue Code 

~f 195 ➔ 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 ~ere 

credit, In the case of a partnership 

used to compute the 

or small business 

corporation, the deduction must be made to determine the 

amount of income or loss of r.ne 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 securi:y benefits or 

federal taxable tier l railroad re:irement benefits when 

tr.ey file separate Montana incoI!le tax retur:-is. The federal 

base must be split equally on the Montana return. 

(7) A taxpayer receiving retireme~t 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 a5 wages or payments ~n lieu ~f ~~ges for a pericd 

Juring which the employee is absent from ~ork ctt1e t~ the 
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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 ~he 

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

the exclusion. If eligible, married individuals shall apply 

the exclusion separately, but the li~itation for income 

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

on their combined adjusted gross income. For the purpose of 

c.his subsection, permanently and ;:.:.::ally 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 

•ttb,eetion,-tittdt-throttgh-t%tfrt,-tittht,-or-trttit-may-not 

exe%~ae--benee¼t~--ee~e~ibed--tn--9~bseetie"---trtte+---£rom 

~dj~~ted--9~0~~--~~eome--~ft%e~~--the-bene£it~-~eeei~ed-~nde~ 

stto,ections-tittdt-throttgh-trttrt,--titthtT--er--titt±t--are 

le~~--than--$3,688,--±n-whte~-ea~~-th~-p~~~o"-may subsection 

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

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

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

t~tt~t EUU terminates on occurrence of contingency--sec. 

J, ::1. 634, L. 1983. J" 

Section 2. Section 15-30-136, MCA, is amended to read: 
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"15-30-136. Computation of income of estates or trusts 

exemption. (1) Except as otherwise provided in this 

chapter, "gross income'' of estates or trusts means all 

income from whatever source derived in the taxable year, 

including but not limited co 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 

(iii) a county, municipality, district, or other 

political subdivision of the state; 

(c) income from partnerships and other fiduciaries; 

(d) gross rents and royalties; 

(e) gain from sale or exchange of property, including 

those gains that are excluded from gross income for federal 

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

Internal Revenue Code of 1954, as amended; 

( f I gross profit from trade er business; and 

lg) re funds recovered on federal 1ncome tax, ro the 

extent the deduction of such tax resJlted in a reduction of 
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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 to federal income tax, but 

excluding Montana income tax; 

(C) that fiduciary's portion of depreciation or 

depletion which is deduc~ible for fede~a~ tax pu~poses 

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

Rev~nue 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 

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

were not claimed as a deduction in the determination of 

Mcntana inheritance tax~ 

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

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

ins~rance ~r otherwise, that are deductib:e for federal tax 

purposes according to section 165 of the Internal Revenue 
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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 stace ether-tfta"-Meftte"a; or 

{iii) as an annuicy, pension, or endowme~t under private 

or corporate retirement plans or systems; 

tit--ai½--ee"er¼ts--~a¼e--ttftder--the--Mofttefta--teechers~ 

ret±reme"t-sy~~em-that-are-~pee±r¼ed-a~-exemrt-r~om-taxat~e" 

by-¼9-4-~~67 

tit--ai¼--bene~±ts--pe±d--tt"eer---the---Monta~a---Pttb¼±e 

El'ftp¼oyees~--Retirement--System--Aet--that--are--9~eei£ied-a9 

exempt-~rom-texat±on-by-¼9-3-¼85~ 

t~t--a±±-eenefits-paid-ander-tne-Montana-h±gnway--patroi 

oEfieers~--retirement--system--tftat--are-spee±r±ed-as-exempt 

from-taxat±on-by-¼9-6-~95; 

tit.ill Montana income tax refunds or tax refund credits 

thereof; 

tmt--a±¼-~enefits-paid-ttnder-¼9-¼±-68i,--¼9-¼l-684r--and 

±9-±±-695-to-ret±~eO-a~d-d±sab¼ed-f±remen-or-their-~ar~±~±~g 

spo~9es-or-eh±idren; 
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fnt--a¼¼---bene£¾ts--pa±d--ander--tfte--mttn±e±pa¼--pe¼¼ee 

of£ieersi-ret±rement-system-tftat--are--spee±£ied--as--exemp~ 

frem-t8X8tie~-ey-t9-9-t885. 

(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: 

{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 las~ 

for the taxable year. 
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(5) The exemption allowed for estates and trusts is 

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

{6) A trust or estate excluding benefits under 

sttbseet±ons-tztt±t-throttgh-tzttkt7-tzttmt7-or-tzttnt-msy-not 

exel~de--beneE±ts--deseribed--in--sttbsection-tittht-£rom-net 

ineeme-ttn½es9-the-bene£it~-reee±•ed-ttnder-sttbseetions-titt±t 

throttgh-tzttkt,-tittmt,-or-tzttnt-sre-iess-thsn--~3,688,--±n 

whieh--ease--tfte--trttst-or-e~tate-may subsection (2){h) must 

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

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

from net income." 

NEW SECTION. 

annual deposit. 

Section 3. 

(1) There 

Retirement 

is allocated 

adjustment 

to the public 

employees' 

board the 

retirement board and the teachers' 

amounts provided in subsection 

retirement 

( 2) for 

distribution to members of retirement systems as provided in 

[section 4]. 

(2) On or before May 1 of each year, the state 

treasurer shall pay to the public employees' retirement 

board and the teachers' retirement board an amount equal to 

2% of the total benefits paid by both systems during the 

prior calendar year. In distributing the appropriations to 

the boards, the treasurer shall consult with the boards to 

determine the amounts necessary for uniform payments to 

members. The amount of the benefits must be certified to the 
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treasurer by the public employees' retirement board and the 

teachers' retirement board no later than April 1 of each 

year. For the purpose of this section, the public employees' 

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, shall submit 

reports on benefit payments containing information requested 

by the public employees' retirement board. 

NEW SECTION. Section 4. Montana retirement adjustment 

payments -- public employees• retirement board. ( 1 J 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 

adjustment payment. The adjustment payment is determined for 

each system based upon the benefits paid by the system in 

the pr_ior 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 eacn system must be made based 

upon the annual amount each system's benefits payments bears 
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to the amount paid by all of the systems specified in this 

subsection. 

(b) The teachers' 

money appropriated 

retirement board shall administer the 

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 is entitled to a retirement adjustment 

payment. Each retirement system specified in subsection (2), 

through the public employees' retirement board, the 

teachers' retirement board, 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 provide an 

annual adjustment payment that is a percentage of annual 

benefits. 

(b) The methodology that the public employees' 

retirement board and the teachers' retirement board use to 

calculate adjustments for systems administered by them must 

be adopted by rule pursuant to Title 2, chapter 4. 

(c) For the purposes of this section, a "Montana 

resident" means a person domiciled in the state and any 

person who maintains a permanent place oE abode within the 

state. 
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Section 5. Section 19-3-105, MCA, is amended to read: 

•19-3-105. Ell::emption from tazes and lega1 process. The 

right of a person to a retirement allowance or any other 

benefit under this chapter and the moneys money in the fund 

created under this chapter ½s are not: 

(1) subject to execution, garnishment, attachment, 

any other process; 

or 

(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 of 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 6. Section 19-4-706, MCA, is amended to read: 

"19-4-706. Exemption from taxation and legal process. 

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: 

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

of the state of Montana except for~ 
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w a retirement allowance received in excess of 

$3,600; or 

ill 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. 0 

Section 7. Section 19-5-704, MCA, is amended to read: 

"19-5-704. Exemption from taxes and legal process. ill 

A~y-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 ~harr--ee is exempt from any-9Cate-or 

m~~±e±pa±-~ex-a"d-~~em levy, sale, garnishment, attachment, 

or any other process what~ee~e~ and ~hart-be is unassignable 

except as specifically provided in 19-5-705. 

(2) The first $3,600 received under this chapter 1s 

exempt from state, county, or municipal taxation." 

Section 8. 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, ~tdte 

annuity, or return of deductions or :he right of ~n}' ~t 

these is: 
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county, or municipal tax 

received in excess of 

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 prov1ded in 

19-6-706.'' 

Section 9. Section 19-7-705, MCA, is amended to read: 

"19-7-7054 Exemption from taxes and legal process4 Any 

money received or t:o 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, 

@xcept for:_ 

@1 a retirement ailowance 

$3,600; or 

county. or municipal tax 

~eceived in excess of 

ill a refund paid under 19-7-304{1) of a member•s 

contributions picked up by an emplcyer after June 30, 

Js provided in 19-7-403; 

1985, 

(2) exempt from levy, sale, ga~nishree~t, attachment, or 

any other process; dnd 
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(3) unassignable except as specifically provided in 

19-7-706." 

Section 10. 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: 

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

except for~ 

~ a Jetirement allowance received in excess of 

$3,600; or 

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

contributions picked up by an employer after June 30, 198~. 

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." 

Section 11. 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: 

L!l a retirement allowance received in excess of 

$3,600; or 

ill a refund paid under 19-9-304 of a member's 
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contributions picked up by an employer after June 30, 1985, 

as provided in 19-9-601." 

Section 12. Section 19-10-504, MCA, is amended to read: 

"19-10-504. Protection of benefits from 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 S1,600 of benefits received under this 

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

Section 13. section 19-11-612, MCA, is amended to read: 

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

and taxation -- nonassignability. _ill Any payments made or 

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

garnishment, execution, or other legal process. A person 

entitled to a pension may not assign the right, and the 

association and trustees may not recognize any assignment or 

pay over any sum so assigned. 

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

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

from 

Section 14. 

"19-12-407. 

taxation. 

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

Payment of pension benefits exemE_tion 

ill All payments under the volunteer 

firefighters' pension plan must be approved by the boar_d and 
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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 15. section 19-13-1003, MCA, is amended tc 

read: 

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

accordance with the provisions of this chapter 1s exempt 

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

ill the 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.'1 

Section 16. Section 19-21-212, MCA, is amended to read: 

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

assessments. All contracts, benefits, and contributions 

under the optional retirement program and the earnings 

20 thereon are: 

21 (1) except for a retirement allowance received 1n 

22 excess of $3,600, exempt from any state, county, or 

23 municipal tax: 

24 (2) not subject to execution, garnishment, attachment, 

25 or other process; 
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{3) not covered or assessable by an insurance guaranty 

association: and 

(4) unassignable except as specifically provided in the 

contracts.'' 

NEW SECTION. Section 17. Severability. If a part of 

[this act] is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of [this 

act] is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 18. Codification instruct.ion. 

(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 41. 

NEW SECTION. Section 19. Effective date -- retroactive 

applicability. [This act] is effective on passage and 

approval and applies retroactively, within the meaning of 

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

-End-
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SENATE BILL NO. 226 

INTRODUCED BY HARP 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO RESTRUCTURE THE 

6 INCOME TAX ON PENSION BENEFITS BY EQUALIZING THE TAXATION OF 

7 ALL PENSION BENEFITS; TO PROVIDE A-$¼8,999-EMebHSl0N-PR0M 

8 NE~-tHe0ME-P0R-TAMPA¥ERS-Wt~H-A-'l'6'1'Ab-PBBERAb-ABdHSTEB-6R05S 

9 iN€BME-0P-$35,889--0R--bESS AN EXEMPTION OF $3,600 FROM 

10 TAXATION OF BENEFITS FROM FEDERAL, STATE, AND PRIVATE 

11 

12 

13 

14 

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; AMENDING SECTIONS ¼5-39-¼9¼, 15-30-11 I, 

15 15-30-136, 19-3-105, 19-4-706, 19-5-704, 19-6-705, 19-7-705, 

16 

17 

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

19-13-1003, AND 19-21-212, MCA: RBPEAbtN6-SE€Tt0NS-t9-9-¼995 

18 ANB-t9-t3-¼993,-MeA~ AND PROVIDING AN IMMEDIATE EFFECTIVE 

19 DATE AND A RETROACTIVE APPLICABILITY DATE." 

20 

21 WHEREAS, THE STATE OF MONTANA DESIRES TO TAX FEDERAL, 

22 STATE, AND PRIVATE RETIREMENT BENEFITS EQUALLY: AND 

23 

24 

25 

WHEREAS, THE STATE OF MONTANA HAS IN THE PAST PROVIDED 

ITS EMPLOYEES WITH A BENEFIT OF EMPLOYMENT THROUGH ITS TAX -----

SYSTEM;. __ AND 

~""' ,, . .,,,,,., '""""' 

SB 0226/02 

There are no changes in this bill. 
and will not be reprinted. Please 
refer to yellow copy for complete 
text. 

THIRD READING 
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HOUSE STANDING COMMITTEE REPORT 

April 8, 1991 

Page 1 of 5 

Mr. Speaker: we, the committee on Taxation report that Senate 

Bill 226 (third reading copy -- bluel bJ\concurred in as 

amended. 

,,_, 1';'.t:,,~~..,- ----
Carried by: Rep. Harrington 

And, that such amendments read: 
1. Title, line 14. 
Following: ·RESIDENTS1· 
Insert: "TO DIRECT A STUDY OF THE TAXATION OF RETIREMENT 

BENEFITS; TO PROVIDE A STATUTORY APPROPRIATION FOR 
ADJUSTMENT PAYMENTS;" 

Following: •15 30 101,• 
Insert: "15-30-101," 

2. Title, line 15. 
Following: "15-30-136," 
Insert: •11-1-so2,• 

3. Page 3. 
Following: line 7 
Insert:•section 1. Section 15-30-101, MCA, is amended to read: 

•15-30-101. Definitions. For the purpose of this 
chapter, unless otherwise required by the context, the 
following definitions apply: 

(1) •sase year structure• means the following elements 
of the income tax structure: 

(a) the tax brackets established in 15-30-103, but 
unadjusted by subsection (2) of 15-30-103, in effect on June 
30 of the taxable year; 

(b) the exemptions contained in 15-30-112, but 
unadjusted by subsections (7) and (8) of 15-30-112, in 
effect on June 30 of the taxable year: 

(c) the maximum standard deduction provided in 15-30-
122, but unadjusted by subsection (2) of 15-30-122, in 
effect on June 30 of the taxable year. 

(2) •consumer price index• means the consumer price 
index, United States city average, for all items, using the 
1967 base of 100 as published by the bureau of labor 
statistics of the U.S. department of labor. 

741416SC.Hpd 

April 8, 1991 
Page 2 of 5 

(3) •oepartment• means the department of revenue. 
(4) "Dividend" means any distribution made by a 

corporation out of its earnings or profits to its 
shareholders or members, whether in cash or in other 
property or in stock of the corporation, other than stock 
dividends as herein defined. •stock dividends• means new 
stock issued, for surplus or profits capitalized, to 
shareholders in proportion to their previous holdings. 

(5) "Fiduciary• means a guardian, trustee, executor, 
administrator, receiver, conservator, or any person, whether 
individual or corporate, acting in any fiduciary capacity 
for any person, trust, or estate. 

(6) •Foreign country• or •foreign government• means 
any jurisdiction other than the one embraced within the 
United States, its territories and possessions. 

(7) •Gross income• means the taxpayer's gross income 
for federal income tax purposes ae defined in section 61 of 
the Internal Revenue Code of 1954 or as that section may be 
labeled or amended, excluding unemployment compensation 
included in federal gross income under the provisions of 
section 85 of the Internal Revenue Code of 1954 as amended. 

(8) "Inflation factor• means a number determined for 
each taxable year by dividing the consumer price index for 
June of the taxable year by the consumer price index for 
June, 1980. 

(9) •Information agents• includes all individuals, 
corporations, associations, and partnerships, in whatever 
capacity acting, including lessees or mortgagors of real or 
personal property, fiduciaries, brokers, real estate 
brokers, employers, and all officers and employees of the 
state or of any municipal corporation or political 
subdivision of the state, having the control, receipt, 
custody, disposal, or payment of interest, rent, salaries, 
wages, premiums, annuities, compensations, remunerations, 
emoluments, or other fixed or determinable annual or 
periodical gains, profits, and income with respect to which 
any person or fiduciary is taxable under this chapter. 

(101 "Knowingly" is as defined in 45-2-101. 
(11) •Net income• means the adjusted gross income of a 

taxpayer less the deductions allowed by this chapter. 
(12) •Paid•, for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 
incurred, and the terms •paid or incurred" and •paid or ' 
accrued• shall be construed according to the method of 
accounting upon the basis of which the taxable income is 
computed under this chapter. 

(13) •Pension and annuit 
aJ systematic payments 

amount from a ~ua 

HOUSE 
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in section 401 of the Internal Revenue Code, or systematic 
parn_nts received as the result of contributions made to a 
qua fled pension plan that are paid to the recipient or 
recipient's beneficiary upon the cessation of em lo ent1 

(b) ceived as t e 
and cessat the 
United States 

c n or 
profits istributions are 
include a 1 q oss income· 

1vidual 
C 

u 
to tne extent that the d1stributions are not considered to 
be premature distributions for federal income tax purposes; 
or 
- (e) amounts after cessation of regular em~loyment 
received from fully matured, privately purchase annuity 
contracts. 

~14) "Purposely" is as defined in 45-2-101. 
-4-1-#TI'ST •Received•, for the purpose of computation of 

taxable income under this chapter, means received or accrued 
and the term •received or accrued• shall be construed 
according to the method of accounting upon the basis of 
which the taxable income is computed under this chapter. 

~(16) "Resident• applies only to natural persons and 
includes,"""Jor the purpose of determining liability to the 
tax imposed by this chapter with reference to the income of 
any taxable year, any person domiciled in the state of 
Montana and any other person who maintains a permanent place 
of abode within the state even though temporarily absent 
from the state and has not established a residence 
elsewhere. · 

~(17) •Taxable income• means the adjusted gross 
income _o£a"""'taxpayer less the deductions and exemptions 
provided for in this chapter. 

~CIB> •Taxable year• means the taxpayer's taxable 
year for Teaeral income tax purposes. 

t¼-8+(19) •Taxpayer• includes any person or fiduciary, 
resident or'nonresident, subject to a tax imposed by this 
chapter and does not include corporations.•• 

Renumber: subsequent sections 

4. Page 4, lines 13 through 18. 
Strike: •a11• on line'l3 through •system• on line 18 
Insert: "the first $3,600 of all pension and annuity income 

received as defined in 15-30-101" 
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5. Page 8, lines 14 through 22. 
Strike: subsection (8) in its entirety 

6. Page 11, lines 6 through 11. 
Strike: subsection (h) in its entirety 
Renumber: subsequent subsection 

7. Page 13, lines 3 through 11. 
Strike: subsection (6) in its entirety 

8. Page 13, line 13. 
Following: •deposit" 
Insert: •-- statutory appropriation• 
Strike: •allocated• 

April B, 1991 
Page 4 of 5 

Insert: •statutorily appropriated, as provided in 17-7-502, from 
the general fund" 

9. Page 13, line 17. 
Strike: •4• 
Insert: •5• 

10. Page 13, line 21. 
Strike: •21• 
Insert: •2 1/21• 

11. Page 22. 
Following: line 4 
Insert: •section 17. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations -- definition -
requisites for validity. (1) 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 (4), to be 
effective, a statutory appropriation must comply with both 
of the following provisions: 

(a) The law containing the statutory authority must be 
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: 17-5-804; 19-8-504; 19-9-702; 19-9-1007; 19-10-205; 19-
10-305; 19-10-506; 19-11-512; 19-11-5131 19-11-606: 19-12-
301; 19-13-604; 20-6-406; 20-8-111; 20-9-361; 23-5-306; 23-
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5-409; 23-5-6101 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-
1211 67-3-205; 75-1-11011 75-5-1108; 75-11-313; 76-12-123, 
80-2-103, 82-11-1361 82-11-161; 90-3-3011 90-4-2151 90-4-
613, 90-6-3311 90-9-306; (section 3); and section 13, House 
Bill No, 861, Laws of 198 • 

(4) There is a statutory appropriation to pay the 
principal, interest, premiums, and costs of issuing, paying, 
and securin9 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 
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.)" 

NEW SECTION. Section 18. Study of taxation of 
retirement benefits. The revenue oversight committee is 
requested to study the taxation of retirement benefits, 
including all relevant permutations of income sources and 
age criteria. The revenue oversight committee is also to 
keep abreast of legal developments involving the taxation of 
retirement benefits. The revenue oversight committee is to 
report its findings and reconunendations to the 53rd 
legislature.• 

Renumber: subsequent sections 

12. Page 22, line 12. 
Strike: •3 and• 
Following: •4• 
Insert: •ands• 

13. Page 22, line 14. 
Strike: •3 and• 
Following: •4• 
Insert: "and s• 
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HOUSE COMMITTEE OF THE WHOLE AMENDMENT 
Senate Bill 226 

Representative Mercer 

April 15, 1991 11:13 am 
Page 1 of 1 

Mr. Chairman: I move to amend Senate Bill 226 (third reading 
copy -- blue). 

Signed: ;V/8(._ceR_ 
Representative Mercer 

And, that such amendments to Senate Bill 226 read as follows: 

1. Title, line 18. 
Following: "PROVIDING" 
Strike: "AN IMMEDATE" 
Insert: "A DELAYED" 

2. Title, line 19. 
Following: the first "DATE" 
Strike: remainder of line 19 
Insert: " " 

3. Page 22, lines 15 and 16. 
Strike: " retroactive applicability" 

4. Page 22, lines 16 through 18. 
Following: "[This act)" on line 16 
Strike: remainder of line 16 through "1-2-209," on line 18 
Insert: "shall apply" 

5. Page 22, line 18. 
Strike: "1990" 
Insert: "1992" 

8 
REJECT 
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SENATE BILL NO. 226 

INTRODUCED BY HARP 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO RESTRUCTURE THE 

INCOME TAX ON PENSION BENEFITS BY EQUALIZING THE TAXATION OF 

ALL PENSION BENEFITS; TO PROVIDE A-~t87999-BX€bHSf0N-PR0M 

NBT-fN€0MB-P0R-TAl!PAYBRS-WfTH-A-T0'l'Ab-PEBBRAb-ABaHSTBB-6R0SS 

fN€0MB-0P-$357988--0R--bB5S AN EXEMPTION OF $3,600 FROM 

TAXATION OF BENEFITS FROM FEDERAL~ATE, 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 DIRECT A STUDY OF THE TAXATION OF RETIREMENT 

BENEFITS; TO PROVIDE A STATUTORY APPROPRIATION FOR 

ADJUSTME',T PAYMENTSL AMENDING SECTIONS t5-38-lc8l, 15-30-101, 

15-30-111, 

19-5-704, 

15-30-136, 

19-6-705, 

17-7-502, 

19-7-705, 

19-3-105, 

19-8-805, 

19-4-706, 

19-9-1005, 

19-10-504 1 19-11-612, 19-12-407, 19-13-1003, AND 19-21-212, 

MCA; RBPBAbfN6--SB€Tf0NS-t9-9-l885-ANB-l9-i3-t993,-M€A, AND 

PROVIDING AN--iMMBBfA~B A DELAYED EFFECTIVE DATE ANB--A 

RBTR0AeTfVB-APPbf€ABibiTY-9ATB • .,," 

WHEREAS'- THE STATE _QF MONTANA DESIRES TO TAX FEDERALL 

STATE, AND PRIVATE RETIREMENT BENEFITS EQUALLY; AND 

~•Hl"" .. ••<ouncH 
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WHEREAS, THE STATE OF MONTANA BAS IN THE PAST PROVIDED 

ITS EMPLOYEES WITH A BENEFIT OF EMPLOYME~T THROUGH ITS TAX 

SYSTEM_;_ AND 

WHEREAS, THE LEGISLATURE DESIRES AND ENCOURAGES 

~IFIED_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 

INCAPACITATED TO RETIRE AND, TO THAT END, TO PROVIDE 

SUFFICIENT BENEFITS TO PROVIDE FOR RETIREMENT_;_ AND 

WHEREAS, THE LEGISLATURE WISHES TO ENCOURAGE ALL RETIRED 

PERSONS TO REMAIN WITHIN MONTANA TO PROVIDE A CRITICAL MASS 

OF RETIRED PERSONS WHO USE CERTAIN SERVICES AND FACILITIES 

THAT ARE IMPORTANT TO RETIRED PERSONS AND THAT MAY KEEP AND 

PERHAPS ENTICE OTHER 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 ENCOURA~ THEM TO 

REMAIN IN MONTANA. 

-2- SB 226 
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STATEMENT OF INTENT 

A STATEMENT OF INTENT IS REQUIRED FOR THIS BILL BECAUSE 

THE PUBLIC EMPLOYEES' RETIREMENT BOARD AND THE TEACHERS' 

RETIREMENT BOARD MUST ESTABLISH A PERCENTAGE RATE TO PROVIDE 

A UNIFORM ADJUSTMENT PAYMENT RATE TO ALL MEMBERS OF PUBLIC 

RETIREMENT SYSTEMS AS PROVIDED IN l_§_ECTIQN__U. 

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

(Refer to Introduced Bill) 

Strike everything after the enacting clause and insert: 

SECTION 1. SECTION 15-30-101, MCA, I~A14ENDED TO READ: 

"l.5-3O-101. Definitions. For the 

chapter, unless otherwise required 

following definitions apply: 

purpose 

by the 

of this 

context, the 

(1) "Base year structure" means the following elements 

of the income tax structure: 

(a) the tax brackets established in 15-30-103, but 

unadjusted by subsection (2) of 15-30-103, in effect on June 

30 of the taxable year; 

(b) the exemptions contained in 15-30-112, but 

unadjusted by subsections (7) and (8) of 15-30-112, in 

effect on June 30 of the taxable year; 

(c) the maximum standard deduction provided in 

15-30-122, but unadjusted by subsection (2) of 15-30-122, in 

effect on June 30 of the taxable year. 
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(2) "Consumer price index" means the consumer price 

index, United States city average, for all items, using the 

1967 base of 100 as published by the bureau of labor 

statistics of the U.S. department of labor. 

(3) "Department" means the department of revenue. 

(4) "Dividend" means any distribution made by a 

corporation 

shareholders 

out 

or 

of its 

members, 

earnings 

whether in 

or profits 

cash or in 

to its 

other 

property or in stock of the corporation, other than stock 

dividends as herein defined. 11 Stock dividends" means new 

stock issued, for surplus or profits capitalized, to 

shareholders in proportion to their previous holdings. 

(SJ 11 Fiduciary 11 means a guardian, trustee, executor, 

administrator, receiver, conservator, or any person, whether 

individual or corporate, acting in any fiduciary capacity 

for any person, trust, or estate. 

(6) "Foreign country" or "foreign government" means any 

jurisdiction other than the one embraced within the United 

States, its territories and possessions. 

(7) "Gross income" means the taxpayer 1 s gross income 

for federal income tax purposes as defined in section 61 of 

the Internal Revenue Code of 1954 or as that section may be 

labeled or amended, excluding unemployment compensation 

included in federal gross income under the provisions of 

section 85 of the Internal Revenue Code of 1954 as amended. 

-4- SB 226 
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(8) "Inflation factor" means a number determined for 

each taxable year by dividing the consumer price index for 

June of the taxable year by the consumer price index for 

June, 1980. 

( 9) "Information agents" includes all individuals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

personal property, fiduciaries, brokers, real estate 

brokers, employers, and all officers and employees of the 

state or of any municipal corporation or political 

subdivision of the state, having the control, receipt, 

custody, disposal, or payment of interest, rent, salaries, 

wages, premiums, annuities, compensations, remunerations, 

emoluments, or other fixed or determinable annual or 

periodical gains, profits, and income with respect to which 

any person or fiduciary is taxable under this chapter. 

(10) "Knowingly" is as defined in 45-2-101. 

(11) "Net income" means the adjusted gross income of a 

taxpayer less the deductions allowed by this chapter. 

(12) 11 Paid", for the purposes of the deductions and 

credits under this chapter, means paid or accrued or paid or 

incurred, and the terms "paid or incurred" and "paid or 

accrued" shall be construed according to the method of 

accounting upon the basis of which the taxable income is 

computed under this chapter. 
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(13) "Pension and annuity income" means: 

(a) systematic payments of a definitely determinable 

amount from a qualified pension plan, as that term is used 

in section 401 of the Internal Revenue Code, or systematic 

payments received as the result of contributions made to a 

qualified pension plan that are paid to the recipient or 

recipient's beneficiary upon the cessation of employment; 

(b) payments received as the result of past service and 

cessation of employment in th_g_ __ l!!liformed services of the 

United States; 

(c) lump-sum distributions from pension or 

profitsharinq plans to the extent that the distributions are 

included in federal adjusted gross income; 

(d} distributions from individual retirement, deferred 

compensation, and self-employed retirement plans recognized 

under sections 401 through 408 of the Internal Revenue Code 

to the extent that the distributions are not considered to 

be .E_remature distributions for federal income tax purpases; 

or 

~ amounts after cessation of regular em~ent 

received from fully matured, privately purchased annuity 

contracts. 

t¼3tl!!l "Purposely" is as defined in 45-2-101. 

t¼4tlill "Received", for the purpose of computation of 

taxable income under this chapter, means received or accrued 
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and the term "received or accrued" shall be construed 

according to the method of accounting upon the basis of 

which the taxable income is computed under this chapter. 

t¼Sti!.§.1 "Resident 11 applies only to natural persons and 

includes, for the purpose of determining liability to the 

tax imposed by this chapter ~ith reference to the income of 

any taxable year, any person domiciled in the state of 

Montana and any other person who maintains a permanent place 

of abode within the state even though temporarily absent 

from the state and has not established a residence 

elsewhere. 

f¼6t.i!ll. "Taxable income 11 means the adjusted gross 

income of a taxpayer less the deductions and exemptions 

provided for in this chapter. 

t¼Ttilll. "Taxable year" means the taxpayer's taxable 

year for federal income tax purposes. 

t¼8t.i!ll "Taxpayer" includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed 

chapter and does not include corporations." 

by this 

Section 2. Section 15-30-111, MCA, is amended to read: 

"15-30-111. Adjusted gross income. (1) 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: 
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(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 

Montana income tax liability; 

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

subchapter S. of Chapter 1 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). 

(2) Notwithstanding the provisions of the federal 

Internal Revenue Code of 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 

municipality, 

thereof; 

district, 

state of Montana, county, 

or other political subdivision 

(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; 

(c) a¼½-befte£~~s,-not-¼~-e~eess-of-$~7688,-reee¼Yed~ 
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t¼t--ttnder-the-Pedera¼-B!llp¼eyeesi-Ret¼rement-Act; 

t±±t-ttnder--the--pttft¼ie--emp¼eyee--ret¼rement--¼awe-ef a 

llefttana-er-anether state etfter-than-Montana;-er 

t¼¼¼t-as-an-annttity7-pens¼on7--er--endeW111.ent--nnder--any 

pr¼•ate--er--eerperate--ret¼reaent--p¼an-or-eystem THE FIRST 

$3,600 OF ALL PENSION AND ANNUITY INCOME RECEIVED AS DEFINED 

IN lS-30-l0l: 

tdt--a¼¼-beneE~ts-pa¼d-ttnder--the--teaehersi--ret±rement 

¼aw-wh±eft-are-epeei£¼ed-as-e~empt-£rom-taxat±on-by-¼9-4-~96; 

tet--all--bene£its--paid--ttnder--~he--Ptthlie--Bmployees~ 

Retirement--System--Aet--wh¼eh--are-speeiEied-as-exempt-from 

ta•ation-hy-l9-3-l85T 

t£t--all--hene£its--paid--ttnder---the---highway---patrol 

ret¼rement--¼aw--whieh-are-speci!ied-as-exempt-£~em-eaxae±on 

hy-l9-6-T85T 

tgtifil all Montana income tax refunds or tax refund 

credits ehereoE; 

tht--all--bene£tts--patd-ttnder-¼9-ll-68i,-l9-ll-6847-and 

l9-ll-685--te--rettred--and--disahled--ftreftghters7---chetr 

sttrwi¥¼ft4--spoases--and--erphans-or-spec¼£¼ed-as-exempt-£rem 

taxa~ton-hy-¼9-13-1883~ 

tit--all--bene£tts--patd--ttnder--the--mttnictpa¼---peltee 

o££¼eere•--re~¼remeftt--syseem--ehae--are-spee¼£ied-as-exemp~ 

frem-~axat¼on-by-½9-9-½&&5; 

tjt_ill gain required to be recognized by a liquidating 
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corporation under l5-31-ll3(l)(a)(ii): 

tktill 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 to provide food, 

beverage, or lodging; 

tit.l..9.1 all benefits received under the workers• 

compensation laws: 

tmtfil all health insurance premiums paid by an 

employer for an employee if attributed as income to the 

employee under federal law: and 

tnt--a¼¼-bene£±es--pa¼d--ttnder--an--ope±ena¼--retirement 

program--~ftat--are--speeified--a9--exefflpt--£rem--eaxat¼en-by 

¼9-21-2127-and 

tetill all money 

judgment 

received because of a settlement 

agreement or in a lawsuit 

manufacturer or distributor of "agent 

brought against a 

orange" for 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 15-31-202, 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 
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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 subchapter S. 

However, the shareholder's adjusted gross 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. 

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

corporation license 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. 
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16) 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 

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 
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reason of any medically determined physical or mental 

impairment lasting or expected to last at least 12 months. 

t8t--A----person---reeei:vi:ng---bene£-i:ts---deser¼bed---±ft 

sabseetions-tittdt-throagh-tittft7-txtthtT-or-tittit-lftay-not 

exe¼ttde--&efte£i:-es--cleser±bed--½n--sttbseet-i:on---tittet--.-rrem 

ad;ttsted--gross--ineeme--ttn¼ess--the-benefits-reeei:ved-ttnder 

sabseetions-tittdt-throagh-tittft,--tzttht,--or--tzttit--are 

¼ess--tftan--$3;6887--±n-wftieft-ease-the-person-may sttbseet-i:on 

fZttet--sh8¼¼ eemb-i:ne--bene£±~s spee-i:£1:ed--in--sabseet±o~s 

tittettit-throa9h-tzttettiiit co-exelade ap-to net-more-than 

a-totai-0£-$37668-from-adjasted--gross--±neeme~--tSnbseet±on 

titt~t llifll term¼nates-en-oeett~renee-0£-eort~¼ng~ftey--seeo 

,17-et,T-6347-bT-½993Tt" 

Section 3. Section 15-30-136, MCA, is amended to read: 

•15-30-136. Computation of income of estates or trusts 

exemption. (1) Except as otherwise provided in this 

chapter, "gross income 11 of estates or trusts means all 

income from whatever source derived in the taxable year, 

including but not limited to the following items: 

(a) dividends1 

(b) interest received or accrued, including interest 

received on obligations of another state or territory or a 

county, municipality, 

subdivision thereof, but 

obligations of: 

district, 

excluding 

-13-
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(i) the United States government or the state of 

Montana; 

(ii) a school district; or 

(iii) a county, municipality, 

political subdivision of the state; 

district, or other 

(c) income from partnerships and other fiduciaries; 

(d) gross rents and royalties: 

(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 to federal income tax, but 

excluding Montana income tax; 

(c) that fiduciary's portion of depreciation or 

depletion which is deductible for federal tax purposes 
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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 

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

were not claimed as a deduction in the determination of 

Montana inheritance tax; 

(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; 

tht--a¼¼-bene£¼ts7-not-in-exeess-of-$3,688,-reee~~ed~ 

t¼t--as-£edera¼-emp½oyeesi-retirement~ 

tiit-as--retirement--£rem-p~b¼ie-emp½eyment-in a Montana 

er-another state other-than-Montana,-or 

ttiit-as-an-annttity,-pension,-or-endewment-ttnder-p~ivate 

er-eerporate-re~trement-p¼ans-or-syseems; 
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tit--a¼¼--bene£i~s--paid--ttn8er--~he--Montana--~eaehersi 

retirement-syseem-thae-are-speeified-as-eHem~t-£rem-taxation 

by-t9-4-T9e~ 

t;t--a¼¼--bene£its--paid--ttnder---the---Montana---Ptth¼ie 

Bfflp¼eyeesi--Ret±Pement--Syeeem--Aet--that--are--epeei£¼ed-as 

exefflpt-£rem-taxat¼en-ey-¼9-3-¼&5; 

tkt--a¼¼-bene£¼~s-paid-ttnder-the-Mentana-ftiqhway--patre¼ 

e££ieere~--retirement--eystem--that--are-speei£¼ed-ae-exempt 

£rem-taxation-ey-¼9-6-~65~ 

t±t±!1..UU. Montana income tax refunds or tax refund 

credits thereof~ 

tmt--a¼¼--bene£its--paid-~nder-¼9-¼¼-69i,-t9-¼¼-684T-and 

¼9-¼¼-695-te-retired-and-d±sab¼ed-£¼remen-or-their-sttrvivinq 

spottses-er-eht¼aren~ 

tnt--a¼¼--bene£its--paid--ttnder--the--manieipa¼---po¼¼ee 

o££ieersi--retirement--system--that--are-speei£ied-as-exempt 

£rom-taxation-by-¼9-9-t995. 

(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 
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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. 

14) The following additional deductions shall be 

allowed in deriving taxable income of estates and trusts: 

(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: 

IC) 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-ll2(2)(a) and 15-30-112(8). 

t6t--A---trast---er---estaee--exc¼ttd±ng--bene£ite--ttt'l:dee 

sttbsections-tittit-throttgh-tittktT-tittmt7-or-tittnt-may-not 

e•eittde-benefits-deseribed-in--sttbseetion--tittht--from--net 

¼nceme-ttn¼ess-the-bene£ite-eeceived-ttnder-sttb9eetione-titt±t 

throttgh--tittkt7--fittmt7-or-tittnt-are-iess-than-$376887-in 

whieh-eaee-~he-trttst-or-estate-may ettbeeet¼en--fittht--mttst 

eomb±ne--bene£its speeiried-in-ettbeeetions-titfhtt±t-th~ettgh 

fitfhtt±±±t to-exe¼ttde-ttp-to n~t-mo~e-than a-totft¼-of-$3,688 

£eo111.-net-±t'l:eome-." 
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NEW SECTION. Section 4. Retirement adjustment 

annual deposit -- STATUTORY APPROPRIATION. (l) There is 

alioeated STATUTORILY APPROPRIATED, AS PROVIDED IN 17-7-502, 

FROM TBE GENERAL FUND to the public employees 1 retirement 

board and the teachers' retirement board the amounts 

provided in subsection (2) for distribution to members of 

retirement systems as provided in (section 4 i1· 

(2) On or before May 1 of each year, the state 

treasurer shall pay to the public employees' retirement 

board and the teachers' retirement board an amount equal to 

ii Ufil of the total benefits paid by both systems during 

the prior calendar year. In distributing the appropriations 

to the boards, the treasurer shall consult with the boards 

to determine the amounts necessary for uniform payments to 

members. The amount of the benefits must be certified to the 

treasurer by the public employees' retirement board and the 

teachers' retirement board no later than April 1 of each 

year. For the purpose of this section, the public employees' 

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, shall submit 

reports on benefit payments containing information requested 
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by the public employees' retirement board. 

NEW SECTION. Section 5. Montana retirement adjustment 

payments -- public employees' retirement board. (l) Not 

later than June l 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 

adjustment payment. The adjustment payment is determined for 

each system based 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) (al 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'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 is entitled to a retirement adjustment 

payment. Each retirement system specified in subsection 12), 

through the public employees' retirement board, the 
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teachers' retirement board, 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 provide an 

annual adjustment payment that is a percentage of annual 

benefits. 

(b) The methodology that the public employees' 

retirement board and the teachers' retirement board use to 

calculate adjustments for systems administered by them must 

be adopted by rule pursuant to Title 2, chapter 4. 

(c) For the purposes of this section, a 11 Montana 

resident" means a person domiciled in the state and any 

person who maintains a permanent place of abode within the 

state. 

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

•19-J-lOS. 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 me~ey~ 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 
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$3,600; or 

ill a refund paid under 19-3-703 of 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.n 

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

•19-4-706. Exemption from taxation and legal process. 

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~ 

f.!..L a ~etirement allowance received in excess of 

$3,600; or 

ill 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; 

12) 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.'' 
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Section 8. Section 19-5-704, MCA, is amended to read: 

"19-5-704. Exemption from taxes and legal process. ill 
~ny--meftey 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 any--seaee--er 

m~nieipa¼--eax-and-rrem levy, sale, garnishment, attachment, 

or any other process whaeseever and sha¼l-be is unassignable 

except as specifically provided in 19-5-705. 

(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 froa taxes and legal process. Any 

money received or to be paid as a member 1 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..:_ 

W a retirement allowance received in excess of 

$3,600; or 

ill a refund paid under 19-6-403 of a member I 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 

-22- SB 226 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2] 

24 

25 

SB 0226/03 

19-6-706." 

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

•19-7-705. Exemption froa tazes 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~ 

W a retirement allowance received in excess of 

$3 1 600; 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 19-7-403; 

(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: 

11) exempt from any state, county, or municipal tax 

except for~ 

ill a retirement allowance received in excess of 
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$3,600; or 

1.E.l a refund paid under 19-8-503 of the member 1 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," 

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

•19-9-1005. Ell::eaption 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 1 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 from 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 
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part are exempt from state,. county, and municipal taxation." 

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

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

and taxation -- nonaseignability. ill. Any payments made or 

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

garnishment, execution, or other legal process. A person 

entitled to a pension may not assign the right, and the 

association and trustees may not recognize any assignment or 

pay over any sum so assigned. 

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

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

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

"19-12-407. 

from taxation. 

Payment 

ill All 

of pension benefits -- exemption 

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. 11 

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: 
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ill the 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. 

assessments. All 

Exemption fr0111. tazation. legal process, and 

contracts, benefits, and contributions 

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, 

municipal tax: 

or 

(2) not subject to execution, garnishment, attachment, 

or other process; 

(3) not covered or assessable by an insurance guaranty 

association; and 

(4) unassignable except as specifically provided in the 

contracts4 11 

SECTION 18. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

"17-7-502. Statutory appropriations definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for 

legislative appropriation or budget amendment. 

-26-

a biennial 

SB 226 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

( 2) Except as provided in subsection 

effective, a statutory appropriation must comply 

of the following provisions: 

SB 0226/03 

( 4), to be 

with both 

(a) The law containing the statutory authority must be 

listed in subsection {3). 

lb) The law or portion cf 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; 17-5-804: 19-8-504: 19-9-702; 19-9-1007; 

19-10-205: 19-10-305; 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, 
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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 

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.)" 

NEW SECTION. SECTION 19._ STUDY OF TAXATION OF 

RETIREMENT BENEFITS. THE REVENUE OVERSIGHT COMMITTEE IS 

REQUESTED TO STUDY THE TAXATION OF RETIREMENT BENEFITS, 

INCLUOING ALL RELEVANT PERMUTATIONS OF INCOME SOURCES AND 

AGE CRITERIA. THE REVENUE OVERSIGHT COMMITTEE IS ALSO TO 

KEEP ABREAST OF LEGAL DEVELOPMENTS INVOLVING THE TAXATION OF 

RETIREMENT BENEFITS. THE REVENUE OVERSIGHT COMMITTEE IS TO 

REPORT ITS FINDINGS AND RECOMMENDATIONS TO THE 53RD 

LEGISLATURE. 

NEW SECTION. Section 20. Severability. If a part of 

{this act] is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of (this 

actl is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 
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1 severable from the invalid applications. 

2 NEW SECTION. Section 21. Codification instruction. 

3 (Sections 3-and 4 AND 5) are intended to be codified as an 

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

5 apply to (sections 3-and 4 AND SJ. 

6 NEW SECTION. Section 22. Effective dat..-~~-Yn-r'l:>1'1.=·n,e 

7 app¼ieabi¼¼ey. [This act] ¼8--e£lee~¼ve--en--passa9e--and 

8 apprevai-and-app¼ies-reereae~i¥e¼y,-wi~hin--ehe--meaning--er 

9 ¼-i-¼897 APPLIES to taxable years beginning after December 

10 31, ¼999 1992. 

-End-
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Free Conference Committee 
on Senate Bill No. 226 

Report Ko. 1, April 23, 1991 

Mr. President and Hr. Speaker, 

Pagel of 3 

We, your Free conference ComMittee on Senate Bill No. 226, met, 
considered, and we recommend that Senate Bill No. 226 (reference 
copy - sal■on) be amended as follows, 

l. Title, line 12. 
Following, "SYSTEMS1" 
Insort, "TO PROVIDE THAT THE AMOUNT OF THE EXEMPTION BE REDUCED 

BY $2 FOR EVERY $1 OF FEDERAL ADJUSTED GROSS INCOME RECEIVED 
BY THE TAXPAYER IN EXCESS OF $30,000:" 

2. Title, line 21. 
Strike, "A DELAYED" 
Insert, "AH IMMEDIATE" 

3. Title, line 22. 
Following, '"D1't'fff--:-" 
Insert, "AND A RETROACTIVE APPLICABILITY DATE" 

4. Page 8, line 25. 
following, "(cl .. 
Insert, "(i)"' 

5. Page 9, line 5. 
Following, "e-ye-t:-eta," 
Insert, Nexcept as provided in subsection (2)(c)(ii}," 

6. Page 9, line B. 
Following, line 7 
Insertz N(ii) for pension and annuity income described under 

subsection (2}(c){iJ, as follows1 
(A) each taxpayer filing singly, head of household, or 

married filing separately shall reduce the total amount of 
the exclusion provided in (2}{c)(i) by S2 for every $1 of 
federal adjusted gross incoae in excess of $30,000 as shown 
on the taxpayer's return, 

(B) in the case of married taxpayers filing jointly, 
if both taxpayers are receiving pension or annuity income or 
if only one taxpayer is receiving pension or annuity income, 
the exclusion claimed as provided in subsection (2)(c)(i} 
must be reduced by S2 for every $1 of federal adjusted gross 
incoffle in excess of $30,000 as shown on their joint return;~ 

ADOPT 

REJECT B71353CC.Sji 

7. Page 21, line 1. 
Following, •~" 

April 23, 1991 
Page 2 of 3 

Insert; "'or ~djusted by an amount determined pursuant to 15-30-
111(2) (cl (ii)" 

8. Page 21, line 17. 
Following, -~• 
Insert1 ~or adjusted by an amount determined pursuant to 15-30-

lll(2)(c)(iiJ" 

9. Page 22, line 9. 
Following, "$3,600" 
Insert, "or the amount as determined pursuant to 15-30-

llll2)(c)(ii)" 

10, Page 22, line 19, 
Following, .. ~. 
Insert, "or adjusted by an amount determined pursuant to 15-30-

11112) (C) (ll)" 

11. Page 23, line 10. 
Following, "S3,600" 
lnsert1 "or adjusted by an amount determined pursuant to 15-30-

11ll2J(cJ(iiJ" 

12. Page 24, line 1. 
Following, "$3.600" 
Insert: "or adjusted by an a ■ount determined pursuant to 15-30-

111(2) (CJ (ii)" 

13. Page 24, line 14. 
Following, •~• 
Insert1 "or adjusted by an amount determined pursuant to 15-30-

111(2) tel liiJ" 

14. Page 24, line 25. 
Following, "S3.600" 
Insert: "or the amount as determined pursuant to 15-30-

11112) lcl(iiJ" 

15. Page 25, line 10. 
Followings -U,600" 
Insert: "or the a•ount as determined pursuant to 15-30-

111(2)1c)lii)" 

16. Page 25, line 19. 
Following1 "~1~600" 
I11sert1 ·or the amount as determined pursuant to 15-30-

l11(2J(cl(ii)" 

peel? Ji, 
5/3 J2(, 

871353CC.S)1 



17. Page 26, line 2. 
Following, "~" 

April 23, 1991 
Page 3 of 3 

Insert1 "or ·adjusted by an amount deterfflined pursuant to 15-30-
111(21 (C) (ii)" 

18. Page 26, line 12. 
Foll6wing, "$3,600" 
Insert: "or adjusted by an amount determined pursuant to 15-30-

111(2)(c)(ii)" 

19. Page 29, line 7. 
Following: "&pplie&bilitJ" 
Insert; "-- retroactive applicability· 

20. Page 29, line 9. 
Strike, "APPLIES" 
Insert, •1s effective on passage and approval and applies 

retroactively, ~ithin the meaning of 1-2-109," 

21. Page 29, line 10. 
Strike, "1992" 
Insert: • 1990" 

And that thiS Free Conference Committee report be adopted. 

Fo;~ 

Chair, Se~ 

For the Houser 

D~ 
scoll 

'*eefe 

.f)/[u,:__,,, z 
'Sen. Harp 

~ 1/:: .,?:j-"/; 
. Coord. 

87~ l( - d ~) 
Sec. of Senate 

B71353CC.Sji 
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SB 0226 

AN ACT TO RESTRUCTURE THE INCOME TAX ON PENSION BENEFITS BY 

EQUALIZING THE TAXATION OF ALL PENSION BENEFITS; 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 THAT THE AMOUNT OF THE EXEMPTION BE REDUCED BY 

$2 FOR EVERY $1 OF FEDERAL ADJUSTED GROSS INCOME RECEIVED BY THE 

TAXPAYER IN EXCESS OF $30,000; TO PROVIDE FOR AN ADJUSTMENT 

PAYMENT TO RETIREES OF STATE, LOCAL, AND TEACHER RETIREMENT 

SYSTEMS WHO ARE MONTANA RESIDENTS; TO DIRECT A STUDY OF THE 

TAXATION OF RETIREMENT BENEFITS; TO PROVIDE A STATUTORY 

APPROPRIATION FOR ADJUSTMENT PAYMENTS: AMENDING SECTIONS 

15-30-101, 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-ll-612, 19-12-407, 19-13-1003, 

PROVIDING AN IMMEDIATE EFFECTIVE 

APPLICABILITY DATE. 

AND 19-21-212, MCA; AND 

DATE AND A RETROACTIVE 

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 incapacitated t0 

f&:_,n, ,,.,..,,,., •~• 
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retire and, to that end, to provide sufficient benefits to provide 

for retirementi and 

WHEREAS, the Legislature wishes to encourage all retired 

persons to remain within Montana to provide a critical mass of 

retired persons who use certain services and facilities that are 

important to retired persons and that may keep and perhaps entice 

other 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 tt--.cse reti:ees who '..;ere 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. 

ST~TEMENT OF INTENT 

A statement of intent is required for this bill because the 

public employees' retirement board and the teachers' retirement 

board must establish a percentage rate to provide a uniform 

adjustment payment rate to all members of public retirement 

systems as provided in {section 4J. 

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

Section l. Section 15-30-101, MCA. is amended to read: 

SB 226 
ENROL~ED BILL 
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•15-30-101. Definitions. for the purpose 

unless otherwise required by the context, 

of this chapter, 

the following 

defi~itions apply: 

( 1) 11 Base year structure" means the following elements of the 

income tax structure: 

{a) the tax brackets established in 15-J0-103, but unadjusted 

by subsection (2) of 15-30-103, in effect on June 30 of the 

taxable year; 

(b) the exemptions contained in 15-30-112, but unadjusted by 

subsections (7) and (8) of 15-30-112, in effect on June 30 of the 

taxable year; 

(C) the maximum standard deduction provided in 15-30-122, but 

unadjusted by subsection (2) of 15-30-122, in effect on June 30 of 

the taxable year. 

(2) "Consumer price index" means the consumer price index, 

United States city average, for all items, using the 1967 base of 

100 as published by the bureau of labor statistics of the U.S. 

department of labor. 

(3) "Department" means the department of revenue. 

( 4) "Dividend" means any distribution made by a corporation 

out of its earnings or profits to its shareholders or members, 

whether in cash or in other property or in stock of the 

corporation, other than stock dividends as herl!in defined. "Stock. 

dividends" 

capitalized, 

means 

to 

new stock 

sharehclders 

issued, for surplus 

in proportion to 

-3-
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holdings. 

{5) "Fiduciary" means a guardian, trustee, executor, 

administrator, receiver, conservator, or any person, whether 

individual or corporate, acting in any fiduciary capacity for any 

person, trust, or estate. 

(6) °Foreign country" or "foreign government" means any 

jurisdiction other than the one embraced within the United States, 

its territories and possessions. 

( 7) "Gross income" means the taxpayer's gross income for 

federal income tax purposes as defined in section 61 of the 

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

amended, excluding unemployment compensation included in federal 

gross income under the provisions of section 85 of the Internal 

Revenue Code of 1954 as amended. 

(8} ''Inflation factor'' means a number determined for each 

taxable year by dividing the consumer price index for June of the 

taxable year by the consumer price index for June, 1980. 

( 9) "Information agents II includes al 1 individuals, 

corporations, associations, and partnerships, in whatever capacity 

acting, including lessees or mortgagors of real or personal 

property, fiduciaries, brokers, real estate brokers, employers, 

and all officers and employees of the state or of any municipal 

corporation or political subdivision of the state, having the 

control, receipt, custody, disposal, or payment of interest, rent. 

salaries, wages, premiums, annuities, compensations, 
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remunerations. emoluments, or other fixed or determinable annual 

or periodical gains, profits, and income with respect to which any 

person or fiduciary is taxable under this chapter. 

(10) "Knowingly'• is as defined in 45-2-101. 

(11) "Net income" means the adjusted gross income of a 

taxpayer less the deductions allowed by this chapter. 

(12) "Paid", for the purposes of the deductions and credits 

under this chapter, means paid or accrued or paid or incurred, and 

the terms "paid or incurred" and "paid or accrued" shall be 

construed according to the method of accounting upon Lhe basis of 

which the taxable income is computed under this chapter. 

(13) "Pension and annuity income" means: 

(a) systematic payments of a definitely determinable amount 

from a qualified pension plan~ as that term is used in section 401 

of the Internal Revenue Code, or systematic payments received as 

the result of contributions made to a qualified pension plan that 

are paid to the recipient or recipient's beneficiary upon the 

cessation of employment; 

(b) payments received as the result of past service and 

cessation of employmen_~ ____l_n th~ uniformed services of the United 

States1. 

(c) lump-sum distributions from pension or profitsharing 

plans to the extent that the distributions are included in federal 

adjusted gross jncome; 

iE_}. distributions from individual retirement~ deferred 
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compensation, and self-employed retirement plans recognized under 

sections 401 through 408 of the Internal Revenue Code to the 

extent that the distributions are not considered to be premature 

distributions for federal income tax purp0ses: or 

Ce) amounts after cessation of regular employment received 

from fully matured, privately purchased annuity contracts. 

t¼3tl.!.:!l "Purposely" is as defined in 45-2-101. 

t¼4ti!..2..l "Received", for the purpose of computation of taxable 

income under this chapter, means received or accrued and the term 

.. received or accrued 0 shall be construed according to the metr..::d 

of accounting upon the basis of which the taxable income is 

computed under this chapter. 

ti5t{l6} "Resident" applies only to natural persons and 

includes, for the purpose of determining liability to the tax 

imposed by this chapter with reference to the income of any 

taxable year, any person domiciled in the state of Montana and any 

other person who maintains a permanent place of abode within the 

state even though temporarily absent from the state and has not 

established a residence elsewhere. 

t¼6tl..!:..2.l "Taxable income" means the adjusted gross income of a 

taxpayer less the deductions and exemptions provided for in this 

chapter. 

t¼~t~ "Taxable year" means the taxpayer's taxable year for 

tederal income tax purposes. 

tt8tJ..lil ,.Taxpayer" includes any person or fiduciary, resident 
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or nonresident, subject cc a tax imposed by this chapter and does 

not include corporations." 

Section 2. Section 15-30-1111 MCA, is amended to read: 

•15-30-111. Adjusted gross income. (1) 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 Montana income 

tax liability; 

(c) that portion of a shareholder's income under subchapter 

S. of Chapter 1 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). 

(2) Notwithstanding the provisions of the federal Internal 

Revenue Code of 1954, as labeled or amended, adjusted gross income 

does not include the following which are exempt from taxation 

under this chapter: 

(a) all interest inccme from obligations of the United States 
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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 far each joint return; 

(C) ill e¼½-eeneEits,-not-in-e~eess-0£-$37688;-received~ 

fit--ttnder-tfte-Pedera½-Blllp¼oyees~-Ret%rement-Aet7 

t%±t-ttnder--tfte--pttblte--emp¼oyee--ret±reme"t--¼aws-o£ a state 

other-than-Mcntana7-or 

tt±±t-as-an-annttity,-pens±on,-or-endoWMent-ttnder--any--private 

or--eerperate--re~ireMent--p¼an--or--system except as provided in 

subsection (2)(c)(ii), the first $3,600 of all pension and annuity 

income received as defined in 15-30-101; 

(ii) for pension and annuity income described under subsection 

(2){c){i), as follows: 

(A) each taxpayer filing singly, head of household, or 

married filing separately shall reduce the total amount of the 

exclusion provided in (2)(c)(i) by $2 for every $1 of federal 

adjusted gross income in excess of $30,000 as shown on the 

taxpayer's return; 

(B) in the case of married taxpayers filing jointly, if both 

taxpayers are receiving pension or annuity income or if only one 

taxpayer is receiving pension or annuity income, the exclusion 

claimed as provided in subsection (2)tc)(i) must be reduced by $2 

for every $1 of federal adjusted gross income in excess of $30,000 
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as shown on their joint return; 

tdt--a¼¼--benefite--pa±d--under--the--teaehersi-ret±remeftt-¼aw 

whieh-are-spee±f±ed-a3-exempt-from-tawet±oft-by-¼9-4-~96; 

tet--a¼¼-beftefits-pa±d-under-~he-Pubiie-Effl.p~oyees~--Ret±rement 

Syeeem--Aet--whieh--are--speeitted--as--exempt--from--taxation--by 

¼9-3-¼95~ 

tft--a½¼-bene£±ts-paid-under-tfte-h±ghway-patro¼-retirement-~aw 

whieh-are-spee±f±ed-as-exempt-£rom-taxation-by-i9-6-T95~ 

tgt@ all Montana income tax refunds or ~ax refund credits 

thereof; 

tht--a¼¼--benefit9--paid--onder--¼9-±±-69i7 ---¼9-¼¼-694,---and 

¼9-¼¼-695--to--ret¼red--an~-d±sab¼ed-firefighte~s7-their-snr¥iv±ng 

spottses-and-orphans--or--speeified--as--exempt--from--taxation--~y 

t~-¼3-¼9937 

t¼t--arr--bene£its--paid--ttnde~-t"e-mttnieipai-poiiee-oE£¼eer~~ 

retirement-eyetem-that-are-speei£ied-as-exempt--£rom--eaxation--by 

¼9-9-¼885, 

t;till gain required to be recognized by a liquidating 

corporation under 15-31-113(l)ia)(ii); 

tktfil all tips covered by section 3402ikl 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 to provide food, beverage, or lodging; 

t±tfil all benefits received under the workers' compensation 

laws; 
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tmt.i.!Ll. all health insurance premiums paid by an employer for 

an employee if attributed as income to the employee under federal 

law; and 

tnt--aii-beneiits-pa±d-ttnder-en--eptienar--retirement--pregr~m 

that-are-speei£i~d-as-exempt-£rom-taxation-by-i9-iY-iii~-and 

tet@ all money received because of a settlement agreement· 

or judgment in a lawsuit brought against a manufacturer or 

distributor of ••agent orange" for damages resulting from exposure 

to ''agent orange•. 

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

respect to which the election provided far 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, 

as amended, is not 1n 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 

subchapter S. However, the shareholder's adjusted gross 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. 

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

corporation license tax under 15-31-102(1)(1) shall include in his 

adjusted gross income the earnings and profits of the DISC in the 
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same manner as provided by federal law tsection 995, Internal 

Revenue Code} for all periods fvr 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 ~as 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 

corporatiun. 

(6) Married taxpayers filing a joint federal return who must 

include part of their social security benefits or part of their 

tier l 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 1 

railroad retirement benefits when they file separate Montana 

income tax returns. The federal 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 
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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 

PS,000 is determined with respect to the spouses on their 

combined adjusted gross income. For the puI"pose 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. 

t8t--A--person--rece±vin9--bene£its--desertbed--t" sttbseet~ons 

t:ttdt-thro~gh-tittft,-tittht,-or-titt±t-may-not-exe¼ttde--benef±ts 

desertbed--t"--sttbseetton-t%ttet-£rem-adjttsted-gross-tneoffle-ttnless 

the-benef~ts-reeetved-ttnder--sttbseettons--tittdt--~hrottgh--tittrt, 

tittht7--or--titt±t-are-¼e9s-~han-$37699,-¼n-wh¼eh-ease-the-person 

may eomb¼ne-bene£¼ts to-exclude ttp--to a--total--o£--$3r696--£rom 

ad;ttsted-gro9s-ineoffleo-tSabseet¼on tittkt ~erminates-on-oeearrenee 

or-eont¼n4eney--see-:--37-€h-:--6~+,-b,-i983•t" 

Section 3. Section 15-30-136, MCA, is amended to read: 

•15-30-136. C01111putation of income of estates or trusts 
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exemption. (1) Except as otherwise provided in this chapter, 

"gross income" of 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 

(iii) a county, municipality, district, or other political 

subdivision of the state: 

(C) income from partnerships and other fiduciaries; 

(d} gross rents and royalties; 

(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 
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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 to federal income tax, but excluding Montana 

income tax; 

(c) that fiduciary"s 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(9) of the Internal 

Revenue Code of 1954, as amended, if such expenses were not 

claimed as a deduction in the determination of Montana inheritance 

tax; 

(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 

on the decedent's final return; 
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tht--a±i-bene£its,-not-±n-exeess-of-~3,688,-reeeived~ 

t±t--as-federa¼-emp±oyeesi-retirement; 

t±±t-as--ret¼rement--from--ptlbl±e--empioyment-in a state ot~er 

than-Montana~-or 

t±±±t-as-an-ann~ity,-pens±on,-or-endowmene--ander--pr±~ate--or 

eorporate-re~±rement-p¼ans-or-systems; 

t±t--a±l--bener¼ts-pa±d-ttnder-the-Montana-teaehersi-ret±rement 

system-~hat-are-spee±fied-as-exempt-from-taxa~±on-hy-19-4-~66; 

tjt--a¼i-benefits-~id-~nder--the--Montana--P~b±±e--Employeesi 

Retiremen~--System--Aet-thot-are-spee±fied-as-exempt-£rom-taxat±on 

by-¼9-3-¼05; 

t~t--a¼l--bene~±ts--pa±d--ttnder--the--Montana--h±gh~ay--patro¼ 

offieers~-retirement-system-that--are--speet£ie0--as--exempt--f~om 

taxati~n-by-¼9-6-~9S; 

ti7fil Montana income tax refunds or tax refund credits 

~hereof; 

tmt--all--benefita--paid--nnder--¼9-l¼-68i,---l9-ll-664,---and 

t9-¼¼-695--to--retired--and--d±sabied--£±remen--or-the±r-sttrv¼v±ng 

spo~ses-or-eh±¼dren7 

tnt--a¼¼-bener±ts-pa±d-~nder-the--mttn±e±pai--po¼±ee--effteers• 

rettreMent--sy9tem--t~et--are-spee±f±ed-as-exemp~-£rem-tsxat±on-ey 

¼9-9-¼&&5. 

(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 
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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: 

(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)1a) and 15-30-112(8). 

t6t--A-trttst-ar-es~ate-exeittainq--beneEits--under--~ttbsee~ions 

tztt±t--throttgh-tzttkt,-tzttmt,-or-tzttnt-may-not-exe¼ttde-bener±~s 

deseribed-in-s~bseetion-tittht-from-net-ineome-tt"¼ess-t~e-bene£±ts 

reeetved-ttnder--stte9ee~¼ons--trttit--t~rottgh--tittkt,--tittmt;--er 

tittnt-•~e-¼ess-~ftan-$31688,-i~-w~¼eft-e~se-ehe-trttst-or-esta~e-111Ay 
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eembine--benef~ts to--exeiude--~p--te 8-to~n½-er-,37688-£rom-"~~ 

income•" 

Section 4. Retirement adjustment annual deposit · 

statutocy appropriation. 

provided in 17-7-502, 

[l) There is statutorily appropriated, as 

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 of 

retirement systems as provided in [section 5). 

(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 2 1/2\ of the total 

benefits paid by both systems during the prior calendar year. In 

distributing the appropriations to the boards, the treasurer shall 

consult with the boards to determine the amounts necessary for 

uniform payments to members. The amount of the benefits must be 

certified to the treasurer by the public employees' retirement 

board and the teachers' retirement board no later than April 1 of 

each year. For the purpose of this section, the public employees' 

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, shall submit reports on benefit payments containing 

information requested by the public employees' retirement board. 
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Section 5. Montana retirement adjustaent payments -- public 

eaployees• retirement board. (l} Not later than June l 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 adjustment payment. The adjustment payment is determined 

for each system based 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'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 

1s a resident of the state and who is entitled to an annual 

benefit is entitled to a retirement adjustment payment. Each 

retirement system specified in subsection (2), through the public 

employees' retirement board, the teachers' retirement board, or a 

local retirement board of trustees, as appropriate, shall 

distribute its dllocation of the money appropriated for retirement 

adjustment to its members entitled to adjustment payments. The 
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governing board of each system set forth in subsection (2) shall 

provide an annual adjustment payment that is a percentage of 

annual benefits. 

(b) that the public employees' retirement 

board 

The 

and 

methodology 

the teachers 1 retirement board use to calculate 

adjustments for systems administered by them must be adopted by 

rule pursuant to Title 2, chapter 4. 

(C) For the purposes of this section, a "Montana resident" 

means a person domiciled in the state and any person who maintains 

a permanent place of abode within the state. 

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 money~ money in the fund created under this 

chapter is are not: 

(l) subject to execution, garnishment, attachment, or any 

other process; 

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

(a) a retirement allowance received in excess of $3,600 or 

adjusted by an amount determined pursuant to l5-J0-111(2)(c)(ii); 

~ 

ill_ a refund paid under 19-3-703 of a member's contributions 

picked up by an employer after June JO, 1985, as provided in 

19-3-701; or 

t 3) assignable except as 1n this chapter specifically 
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provided." 

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

•19-4-706. Exemption from taxation and legal process. 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 t~e various 

funds of the retirement system are: 

(1) exempted from any state, county, or municipal tax of the 

state of Montana except for~ 

(a) a retirement allowance received in excess of $3,600 or 

adjusted by an amount determined pursuant to 15-30-111(2)(c)(ii); 

or 

ill 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; 

12) not subject to execution, garnishment, attachment by 

trustee process er otherwise, in law or equity, or any other 

process: and 

()) unassignable except as specifically provided in this 

chapter." 

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

"19-5-704. E>:emption from taxes and legal process. ill Any 

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 

sha¼½--be is exempt from sfty-state-o~-mttnieipa¼-tax-a~d-£re• levy, 
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sale, garnishment, attachment, or any other process whetsoever and 

~h8¼¼-be is unassignable except as specifically provided in 

19-5-705. 

(2) The first ~3,600 or the amount as determined pursuant to 

l5-30-11112)(c)(ii) 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. Exe■ption 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: 

(a) a retirement allowance received in excess of $3,600 or 

adjusted by an amount determined pursuant to 15-J0-111(2)(c)(ii); 

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 

19-6-706." 

except as specifically provided in 

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

•19-7-705. Exemption fr011. taxes and legal process. Any money 

received or to be paid as a member's annuity, state annuity, or 
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return of deductions or the right of any of these is: 

(l} exempt from any state, county, or municipal tax except 

for: 

(a) a retirement allowance received in excess of $3,600 or 

adjusted by an amount determined pursuant to l5-30-111(2}(c)(ii)~ 

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 19-7-403; 

{2) exempt from levy, sale, garnishment, attachment, 

other process; and 

or any 

( 3) unassignable 

19-7-706." 

except as specifically provided in 

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: 

(a} a retirement allowance received in excess of $3,600 or 

adjusted by an amount determined pursuant to 15-30-lll(2}(C)(ii); 

or 

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

contr1butions picked up by an employer after June 30, 1985, as 

provided in 19-8-502; 
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(2} exempt from levy, sale, garnishment, attachment, or any 

other process; and 

(3) unassignable 

19-8-806." 

except as specifically provided in 

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

"19-9-1005. E.l<emption froa taxes. Any money paid in 

accordance with the provisions of this chapter is exempt from any 

state, county, or municipal tax except for: 

(1) a retirement allowance received in excess of $3,600 or 

adjusted by an amount determined oursuant to 15-30-111(2)(c)(ii); 

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-S04. Protection of benefits from 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 or the amoont as determined pursuant to 

l5-30-lll(2)(c)(ii) of benefits received under this part are 

exempt from state, county, and municipal taxation." 

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

•19-11-612. Protection of benefits from legal process and 
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taxation -- nonassignability. ill Any payments made or to be made 

under this chapter are not subject to judgments, garnishment, 

execution, or other legal process. A person entitled to a pension 

may not assign the right 1 and the association and trustees may not 

recognize any assignment or pay over any sum so assigned. 

(2) The first $3,600 or the amount as determined pursuant to 

15-30-lll(2)(c)lii) of benefits received under this part are 

exempt from state, county, and municipal taxation." 

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

•19-12-407. Payment of pension benefits exem.e.tion from 

taxation. ill All payments under the volunteer firefighters' 

pension plan must be approv~d by the board and paid by warrants 

drawn upon che 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 or the amount as determined pursuant to 

15-30-111(2)(c)(ii) 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: 

(l) the retirement allowance received in excess of $3,600 or 

adjusted by an amount determined pursuant to 15-30-111(2}(c)(ii); 

or 
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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, HCA, is amended to read: 

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

assessments. All contracts, benefits, and contributions under the 

optional retirement program and the earnings thereon are: 

(1) except for a retirement allowance received in excess of 

$3,600 or adjusted by an amount determined E_ursuant to 

15-30-111(2)(c}(ii), 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 

association: and 

(4) unassignable except as specifically provided in the 

contracts." 

Section 18. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending by a 

state agency without the need for a 

appropriation or budget amendment. 

biennial legislative 

(2) Except as provided in subsection (4), to be effective, a 

statutory appropriation must comply with both of the following 

-25- SB 226 

SB 0226 

provisions: 

(a) The law containing the statutory authority must be 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; 17-5-804; 19-8-504; 

19-9-702; 19-9-1007; 19-10-205; 19-10-305; 19-10-506; 19-11-512; 

19-ll-513; 19-11-606: 19-12-301; 19-13-604; 20-6-406; 20-B-lll; 

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-l-llOl; 75-5-1108; 75-11-313; 

76-12-123; 80-2-103; B2-11-136; 82-11-161; 90-3-301; 90-4-215; 

90-4-613; 90-6-331; 90-9-306; [ section 3 l; 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 

Quthorized and issued pursuant to the laws of Montana. Agencies 

that have entered into agreements authorized by the laws of 

Montana to pay the state treasurer, for deposit in accordance with 
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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 19. Study of tazation of retirement benefits. The 

revenue oversight committee is requested to study the taxation of 

retirement benefits, including all relevant permutations of income 

sources and age criteria. The revenue oversight committee is also 

to keep abreast of legal developments involving the taxation of 

retirement benefits. The revenue oversight committee is to report 

its findings and recommendations to the 53rd legislature. 

Section 20. Severability. If a part of [this act] is invalid, 

all valid parts that are severable from the invalid part remain in 

effect. If a part of [this act] is invalid in one or more of its 

applications, the part remains in effect in all valid applications 

that are severable from the invalid applications. 

Section 21. Codification instruction. (Sections 4 and 5] are 

intended to be codified as an integral part of Title 19, and the 

provisions of Title 19 apply to (sections 4 and 5]. 

Section 22. Effective date -- retroactive applicability. 

[This act I is effective on passage and approval and applies 

retroactively, within the meaning of 1-2-109, to taxable years 

beginning after December 31, 1990. 
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