
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

February 14, 1987 

The twenty-third meeting of the Senate Taxation Committee 
was called to order at 8:00 A.M. on February 14, 1987 
by Chairman George McCallum in Room 325 of the Capitol 
Building. 

ROLL CALL: All committee members were present with the 
exception of Senators Severson and Brown. 

CONSIDERATION OF SB 74: Senator Mazurek, Senate District 
23, presented this bill to the committee. He said he 
was asked to carry this bill at the request of ET, an 
organization of people across the state who are retired 
private employees. The members of the ET organization 
see a serious inequity in the present income tax system. 
This bill makes two changes in the scheme of things. This 
bill would give the public employees from states other 
than Montana, the same treatment as federal retirees. 
That is the first $3600 of their state pension from 
another state would be exempt from income taxes. It 
also provides that private pension income, to the extent 
of the first $3600, would be exempt from individual income 
tax in the state of Montana. He does not have a quarrel 
with the exemption given for public employees retirement 
but the treatment that private retirees get is simply just 
not fair. This bill has been heard before in a prior 
session and that is when the federal exemption was 
placed into the law of $3600 and at that time it was pro
posed that we do the same for private retirees and that 
is where the $360 exemption came from. At that time 
it was instituted to generate information to determine 
the impact. The fiscal note is somewhere in the neigh
borhood of $2 million. He would suggest that this $2 
million impact can be placed into the package of tax 
changes that are being considered this year. 

PROPONENTS: Mary Craig, certified public accountant and 
coordinator of ET, gave testimony in support of this bill. 
Her testimony is attached as Exhibit 1. 

Louis Marquardt, Helena, gave testimony in support of 
this bill. He has lived in Montana since he was six 
years old and has been paying taxes in Montana for over 
40 years. He didn't realize in filing income taxes as 
a retired person that there are three different classes 
of citizens in Montana. He thinks it is discriminatory 
and he does not understand how the law was put in place. 
If this bill passes there will be an adjustment on the 
overcharge to 17,000 retired people in Montana. 
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Lyle Ziemer, retiree from Northwestern National Insurance 
Company after 40 years, gave testimony in support of 
this bill. He said there is no equity when private 
retirees get an exemption of $360, federal retirees 
get $3600 and the state retirees get all exempted. All 
we are asking is to be treated equally. 

Norris Mabry, Helena, gave testimony in support of this 
bill. He said there are three different classes of 
retirees, one gets total exemption, the federal people 
get $3600 and the private sector get $360. The private 
sector gets one-tenth of what federal retirees get. He 
said the $360 is more like an insult. If someone has 
worked a lifetime, it is his opinion they should at least 
be exempt from state income tax. 

Chase Patrick, Helena, gave testimony in support of 
this bill. He said he could understand the concern at 
this time as this will add an additional burden to the 
state in the next biennium when the budget is so tight. 
Senate Bill 74 is needed to change an inequity in the 
tax structure. He does his part in supporting state 
government but he does not like to have to shoulder the 
burden for those equally able to do their part. If any .o~ 
amendments are needed, he would hope all the pension ~ 
income on everyone would be placed on an equal basis. 

Alam Taylor, Helena, retired from Mountain Bell, gave 
testimony in support of this bill. She said she paid a 
considerable amount of taxes over 31 years. Now she is 
retired and being discriminated against because she is 
retired from the private sector of business and not the 
state or federal. She does not feel she should be treated 
any differently than the other retirees. 

Doug Thomas, retired employee of Mountain Bell, gave 
testimony in support of this bill. He very strongly 
supports this bill from the standpoint of discrimination. 
They are asking to be given the same consideration as 
the federal retirees receive now. 

Earl Riley, Montana Senior Citizens Association, gave 
testimony in support of this bill. He said he retired 
under the federal system and presently has the benefit 
that this bill would provide for private retirees. 
He would like to see the private retirees receive the 
same benefits as he receives. 

Lloyd Lamb, Helena, gave testimony in support of this bill. 
He said we do not want to affect the federal retirees or 
the state retirees on what they are receiving as an exemption ~ 
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benefit now. They would like to move up from a third 
class citizen to a second class, at least, where the 
federal employees are now. 

OPPONENTS: None. 

QUESTIONS FROM THE COMMITTEE: Senator Crippen asked if 
anyone knew the average amount of taxable income for the 
private sector and federal sector, versus the Montana 
state employees who receive total exemption. 

Mary Craig referred to her testimony which states the 
taxable income for private pensions is $7,530, for 
federal pensions is $4,290 and for state pensions 
if $0.00. 

Senator Bishop asked if the state employees get an 
adjustment built into the pension for a cost of living 
adjustment. 

Senator Mazurek said they are fixed at the time of retire
ment unless the legislature acts. Twice since he has 
served as a legislator there have been escalators. 

Senator Eck said the federal government started taxing 
pension income above a certain level, she thinks it 
was $32,000, and above that they would tax social 
security. She asked Ken Morrison if that was still 
built into the new federal tax system. 

Ken Morrison said that is still built into the federal 
system. 

Senator Mazurek closed by stating that even although 
all the people at the hearing did not testify, they all 
are in support of this bill. 

DISPOSITION OF SB 74: Senator Crippen made a motion 
that SB 74 DO PASS. The motion carried. 

CONSIDERATION FOR A COMMITTEE BILL: Senator Gage, Senate 
District 5, said in our Subcommittee on General Government 
and Highways we cut all of the budgets for all of the 
departments that we heard to this point in general funding 
by 10% and requested them to make those cuts wherever they 
could within their budget. The Department of Revenue has 
indicated they can live with $3.5 million less funding if 
they have the opportunity to amend some statutes and to 
make some changes in certain areas of taxation. He is 
requesting that the Taxation Committee authorize a committee 
bill which would allow the Department of Revenue to draft 
legislation that would allow them to cut their spending 
by $3.5 million in collection of taxes and assessment of 
taxes. 
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Senator Mazurek would so move. 

Senator Crippen said if we request the bill and it comes 
up, does it necessarily have to come before this committee. 
Can it go back to appropriations where it should belong. 

Senator McCallum said if we request it then it has to 
come to the Taxation Committee. It could be re-referred 
to another committee. 

Senator Halligan asked if he had any idea what statutes 
they are talking about. 

Senator Gage said the general idea is with regard to 
assessment of personal property. Some of the things they 
are suggesting is the possibility of taking all agricultural 
equipment, tools, livestock, grain and those kinds of 
things off the personal property tax rolls and working a 
tax neutral shift to real estate. They are also talking 
of doing the same types of things with regard to commercial 
property. 

The motion carried unanimously. 

ADJOU&~MENT: The meeting adjourned at 9:00 A.M. 

ah 
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February 14, 1987 

.. Testimony by: 

Mary L. Craig CPA 
~ ET Coordinator 

Senators: 

You've heard the pleas of the retirees for fair and just treatment of 
their retirememt income. 

• Private retirees from all spectrums of society from $ 2,800 a year 
income to $ 28,000 a year ask that they might receive the same consid
eration as their fellow Montanans . ... 
There are 16 states where retirees are not taxed on their retirement 
income. Other states the amount excluded varies from our $ 360 to 
~ 20,000 in Colorado. 
~ 

There are 17,000 people being discriminated against, this could be 
corrected by the passage of SB74. Passing 74 now would be a positive 

• move to show private pensioners their voice is being heard. 

Where would the money come from? Teachers retirement is being 
~ supplemented by the lottery, why not private retirees? 

.. 

.. 

We therefore respectfully request you vote to increase private 
retirement exclusion from $360 to $3,600 . 

SENATE TAXATION 

EXHIBIT No---,LL-!~7~-
DATE Z -It! - _ 
BIll NO. S/3 7'1 
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Q. How can we get this law changed? 

A. ET is an association of people receiving private pensions 
(or who will be on a private plan when they do retire.) 
It is an association that is working for a change in the 
law to bring about equity for private retirees. ET has 
drafted legislation which Senator Mazurek and Senator 
McCallum have introduced. We need your help. 

Q. How can I help? 

A. You can talk with your legislators and point out the 
drastic injustice of the present law. You can talk to 
your friends so they will talk to their legislators. You 
can put notices in newsletters and papers read by other 
retirees. You can send a contribution so we can put out 
more infomration on this issue and mount our lobbying effort. 

Q. How much will the typical private retiree save if the law 
is changed to allow for the $3600 exclusion? 

A. Here is an example of a person with $12,000 of retirement 
income and how it would be taxed in Montana depending upon 
where it came from: 

Income 

Less standard 
deduction -1,900 -1,900 -1,900 

Less 2 exemptns 
for "over 65" 

-2,120 -2,120 -2,120 

i 
.sTC{T'E.. ~I"'I>'~ Less exclusion 

I 

360 -3,600 ! - -7 890 .. 
of retiremt inc. ' $oIl P.~'1"\~t.">1'" 

TAXABLE INCOME $ 7,530 $ 4,290 -0-

STATE TAX: I $284J I $133/ I -0- I 
FEDERAL TAX $699 $699 - $ 699 

Q. Where can I get more information or send my contribution? 

A. For more information, call Mary L. Craig, CPA, 442-4666 
or write: 

ET 
PO Box 277 

Helena, MT 59624 

January, 1987 

.l:,..c:a-t.-
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Retirees deserve 
equity in taxation 

"ET," to backers of Sen. Joe Mazurek's Senate 
Bill 74, is not a movie character. "ET" in the. 
legislative sense is equity in taxation. 

Legislators and lobbyists are forev- ... -_-. 
er talking about equity in taxation, 
particularly when a sales tax is 
being discussed. 

If legislators are sincere about eq
uityMazurek's bill should sail 
through both chambers. 

Currently, there is no equity in 
. taxation when it comes to people 
who retire from the private sector. 

AN 
IR 
VIEW 

Montana law provides that retirees 
from state government do not have '-------' 
to pay state income taxes on their retirement in
come. Federal retirees can exclude $3,600 of their 
pension from state taxes. Persons who are covered 
by private pension plans can deduct a measley 
$360! 

Mazurek's bill would rectify this inequity by al
lowing private plan retirees to have the same ex
clusion as federal retirees - $3,600 a year. 

We assume the rationale for exempting state em
ployees' retirement from state income taxes has to 
do with the assumption that their pay and retire
ment benefits aren't as generous as those in the 
private sector. That reasoning probably also has 
something to do with the fact that federal retirees 
get a much larger exemption than do private sec
tor retirees. 

Whether that line of reasoning is correct or not is 
open to debate. What isn't open to debate is the 
fact that in 1985 there were 17,500 private sector 
retirees who were denied equity in taxation. 

The state would lose an estimated $2 million if 
private sector retirees were given the same break 
as federal retirees. . 

We think it's a loss the state can handle. 
SB 74 should become a Montana law 

, 

SENA.TE TAXATION 
I 

EXHIBIT N~T -'1 
DATE Cb L} 
Btll NO. 58 74 

: 
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Opinion and comment 

Private pensioners 
deserve .fair play 

If you're retired on a private 
pension, you're being stewed by 
Montana tax law. 

Private sector retirees in Mon
tana can exclude only $360 of their 
retirement income from state 
taxes. 

Federal retirees can exclude 
$3,600 of their pensions from state 
taxes. 

And retired state employees, and 
school teachers, are not taxed at 
all on their public pensions. 

Those differences make tax eq
uity a joke in Montana. 

Sen. Joe Mazurek of Helena has 
introduced a bill (SB 74) that 
would give private pensioners the 
same break enjoyed by federal 
retirees in Montana. 

Mazurek's bill would raise the 
exclusion for private pensioners to 
$3,600 from $360. That's still not as 
good a break as state employees 
and school teachers get, but it's a 
lot better than than the raw deal 
private sector retirees get now. 

Public employees have been 
given a break on state taxes for 
years. Some people say the reason 
initially was that since public em
ployees weren't paid much, a tax 
break would serve as a kind of de
ferred compensation. 

That's not necessarily the case 
any longer, particularly with fed
eral retirees, whose compensation 
is not a matter of state interest, 
anJWay. 

p,*_I"ilf, , __ RFP~1i1t .nAHI~ nfU ~ 
granted on the basis of whether a 
retiree worked for government or 
the private sector. Many private 
workers also earn low pay over the 
course of their careers, yet get 

only a small break. To be fair, the 
brp.ak should be given on the basis 
of income. 

There's an argument for not giv
ing public sector retirees such 
large breaks, too. Those who have 
been paid from tax funds through
out their careers should be the last 
people to be given special tax 
breaks. 

There is some squawking in Hel
ena that Mazurek's bill would cost 
the state about $2 million a year in 
lost revenue. 

No one has put a figure on how 
much revenue the state already 
has given away with the tax 
breaks given to public retirees, but 
it has to be far more than $2 mil
lion. The state already has given 
away the store, so an extra $2 mil
lion in the name of simple fairness 
shouldn't matter that much. 

SB 74 would elevate the tax 
status of private pensioners to that 
of federal retirees, by giving the 
private retirees the same $3,600 de
duction already enjoyed by the fed
eral retirees. 

It's a big step forward. 
The Legislature should pass 

Mazurek's bill. 
Next session, it can concentrate 

on giving all retirees the same 
break enjoyed by state retirees 
and teachers. 

PENSION TAX equity doesn't 
get the attention it should. If 
lIHH'F. "UF.J1 'FRill UtI ~Wtllp ttl", 
tor, or soon will be, contact your 
legislators and. tell th~m you'd l~k~SE' ATE TAXATION 
to be treated hke a first-class cill- :1 

zen. AS'your lawmakers to support£)(~ IBIT NO. I 
SB 74. DA1 ~ ~ -'-J---:"-4-~!;-:--7--

BILt NO .. SE,-2j 
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MR. PRESIDENT 

. SEUATE '!',AXATIOii 
We, your committee on ................................................................................................................................... . 

having had under consideration ...................................... $~~~g .. :~.+.~ ....................................... No .. 7..<l .......... . 

_-=f=l=r=s""'t"--___ reading copy ( white ) 
color 
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mL~~·~ aILL 74 Respectfully report as follows: That ................................................. ~ ............................................... No ................ . 

DO PASS 

...................................................................................... 
Chairman. 




