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A BILL FOR AN ACT ENTITLED: ACT TOD EXEMPT FROM ADJ EED M
GROSS INCOME FORMAL PRIVATE OR CORPORATE RETIREMENT BENEFIfQZ;kﬁ

NOT IN EXCESS DOF A CERTAIN AMOUNT; AMENDING SECTION

.
84—4905s ReleMe 19473 AND PROVIDING AN EFFECTIVE DATET'
Frptr Ropn MLl 2y f1A—
BE IT ENACTED BY THE LEGISLATURE OF THE STATE U; MONTANA: p‘,ﬁb}
Section le Section 84-4905¢ ReCeMe 1947+ is amended tota’
read as follows: .
"84-4905. Adjusted gross incomes (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 Tlabeled or
amendedy and in addition shall include the following:

{a) Interest received on cbligations of ancther state
or territorys or countys municipalitys districts or other
political subdivision thereof:

{b) Refunds received of, federal income taxe to the
extent the deduction of such I;F resulted in a reduction of
Montana income tax liability.

{2) Ad justed gross income does not include the
following which are exempt from taxation under this act:

{a) Interest income from obligations of the United
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States governmenty the state of Montanas countys

municipalitys districts or other political suodivision
thereof:

{b) AYl benefits received under tne Federal Employees
Retirement Act not in excess of three-thousand-—-six——hundred
dottars-1$34600%.

ic) A1l _bepefits received Dy a retired person as ao
annyitys persione or endowsent under & formals . private or
corporates rvetivement plan or systews not _in gxcess of
$316004 '

te¥id} A1}l benefits paid under the Montana Teachers
Retirement Act which are specified as exempt from taxation
by section 15-6215.

+d¥fe) A1) benefits paid under the Montana Public
Employees Act which are specified as exempt from taxation by
section 68-1303.

te¥if) All benefits paid wunder the Montana Highway
Patrot Retirement Act which are specified as exempt from
taxation by sectien 31-221.

+f¥(g) Montana income tax refunds or credits thereofe.

f9¥{h) A1l benefits paid under seetions 111325
11-1926+ and 11-1927 to retired and disabled firemens their
surviving spouses and orphanse

th¥{i] A1l benefits paid by first or second class

cities for the policemen®s retirement system provided for by
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the Metropolitan Police Lawe

{3} 1In 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 1954y as amendeds Is in
effects but with respect to which the election provides for
under section B4—1501.2r as amendeds is not in effects
adjusted gross income does not include any part of the
corporation®s undistributed taxable incomey net operating
losse capital gains or other gainsy profits or losses
required to be included in the shareholder®s federal income
tax adjusted gross income by reason of the sa¥d election
under subchapter Se Howevers .the shareholder®s adjusted
gross income shall include actual distribution from the
corporation to the extent they would be treated as taxable
dividends if the subchapter S. election were not in effecte™

Section 2. Effective datee This act shall appiy to
taxable years beginning on and after January ls 1977,

-End-~
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STATE OF MONTANA /36-77
REQUEST No, __AN6M

FISCAL NOTE -’
Form BD-15

In compliance with a written request received January 21 , 19 77 there is hereby submitted a Fiscal Note
for ____House Bill 267 ____ _ pursuant to Chapter 63, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION

This bill revises the exemptions allowed in calculating adjusted gross income, providing that
$3,600 of all retirement benefits shall be exempt.

ASSUMPTIONS

1. It is virtually impossible to give a precise estimate of the fiscal impact of this
bill. However, the expected minimum and maximum effects may be identified.

2. The Department of Revenue income tax revenue projections of $123.732 in FY 78 and
$140.093 in FY 79 were assumed correct.

3. The minimum effect assumes 10,000 taxpayers would receive the full $3,600 exemption
at the marginal tax rate of 2.5%.

4. The maximum effect assumes 15,000 taxpayers would receive the full $3,600 exemption
at the marginal tax rate of 3%.

5. Administrative costs would remain unchanged.

~/

FISCAL IMPACT

FY 78 FY 79

Income tax collections under
current law. $123.732M $140.093M
Income tax collections - reductions
due to exemption of retirement
benefits under proposed law. $122.112M-5122.832M $138.473M-5139.193M

DECREASE IN INCOME TAX COLLECTIONS $.900M - $1.620M $.900M - $1.620M

LONG-RANGE EFFECTS

The state will lose between $.900M and $1.620M each fiscal year this act is in effect.

TECHNICAL NOTE

In order to accommodate taxpayers who have short tax years, it is suggested that the bill
be made effective upon passage and approval.

PREPARED BY DEPARTMENT OF REVENUE
7

(/..1. "":‘\“““/’D v\,‘v” gﬂﬂ.f—m - ‘67-1
<

BUDGET DIRECTOR
Office of Budget and Program Planning wJ

Tl

Date: L~ .7 .1
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Approved by Committee

on Taxation
ﬁ‘M %ﬂ
BILL NQe B&:’_ @ 1 States governmentys the state of Montanas countye
77 ﬁ"m‘, 2 municipalitys districts or other political subdivisilon
j 3 thereof:
: H"’"{o
A BILL FOR AN ACT ENTITLED: ACT TO EXEMPT FROM AQJ@{?‘A’M 4 (b} A1l Dbenefits received under the Federal Employees
GRUSS INLOME FORMAL PRIVATE OR CORPORATE RETIREMENT EENEFIT@” > Retirement Act not in excess of three-thousand——stx——hondred
NOT IN EXCESS OF A CERTAIN AMOUNT; AMENDING SECTION ] dotters-+3$3,600}.
7 84-49054s ReCeMs 1947; AND PROVIDING AN EFFECTIVE DATE.® gz% T fcy All henefits received Dy a retired person as an
' 8 /\ Jaa~ Qo@@»—-« P fﬁh&% -4/% 8 annuitys pensions or endowment under a__formals private _or
9 BE IT ENACTED 8Y THE LEGISLATURE DF THE STATE OF MONTANA: 9 corporates retirement plan _or _systems pot in excess of
10 Section l. Section B84-4905y ReCeMa 1947+ is amended toW 10 $3+600.
/

y/}/ 11 read as follows: 11 tedid) All penefits paid under the Montana Teachers
2 ®84-4905. Adjusted gross incomee (1) Adjusted gross 12 Retirement Act which are specified as exempt from taxation
i3 income shall be the taxpayer's federal income tax adjusted 13 by section 75-6215.

14 gross income as defined in section 62 of the Internail 14 td¥{e) A1l penefits paid under the Montana Pubtic
13 Revenue Lode of 1354 or as that section may be Tlabeled or 15 Employees Act which are specified as exempt from taxation by
16 amendedsy and in addition shall include the following: 16 section 68-i303.

17 {a) Interest received on obligations of another statez 17 tey(f) 411 benefits paid under the Montana Hijhway
18 or territorys Or countyy municipalitys districty or other 13 Patrol Retirement Act which are specified as exempt from
19 political subdivision thereof: 19 taxation by section 31-22i.

20 {b) Refunds received of. federal income taxs to the 20 +f¥1g} Montana income tax refunds or credits thercofe
21 extent the deduction of such é( resulted in a raduction of 21 +o¥ihy A1l benefits paid under seetions 11-1925,
22 Montana income tax liabilitye. 22 11-1926+ and 11-1927 to retired and disabled firemensy their
23 {2) Adjusted gross income does not include the 23 surviving spouses and orphansa.

24 following which are exempt from taxation under this act: 24 thigil A1l benefits paid by first or second <class
25 (a) Interest income from obligations of the United 25 cities for the policemen®s retirement system provided for by
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the Metropolitan Police Lawe

{2) 1In the case of a shareholder of a corporation with
respect to which the election provided for under subch:pter
S« of the Internal Revenue Lode of 1954y as amendeds is in
effects but with respect to which the election provides for
under section 84-1501.2+ as amendedy is not in effacts
adjusted gross income does not include any part of the
corporation's undistributed taxable incomes net operating
tosse capital gains or other gainsy profits or losses
required to be included in the shareholder*s federal income
tax adjusted gross income by reason of the satd election
under subchapter Sa. Howevers the shareholder®s adjusted
gross income shall include actual distribution from the
corporation to the extent they would be treated as taxable
dividends if the subchapter Se. election were not in effecta”

Section 2. Effective datee This act shall apply tc
taxable years beginning on and after January 1s 1977.

—End-
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1 States governments the state of Montanas countys
INTR Y 2 municipalitys districts or other political subdivision
8 'P of‘@ 3 thereof:
A BILL FOR AN ACT ENTITLED: 4 {b) AYl benefits received under the Federal Employees
GROSS INCOME FORMAL PRIVATE OR CORPORATE RETVIREMENT BENEFIT&;/{ 5 Retirement Act not in excess of three—thousand—-six——hundred
NOT 1IN EXCESS OF A CERTAIN AMOQUNT; AMENDING SECTION -] dotiars—$%$3,600).
84—4905s ReCoeMe 1947; AND PROVIDING AN EFFECTIVE DATE" 7 ic) All_ _benefits receijved Dy a retirdd person as an
. )
f AT G4 ﬂ/ﬂ'ﬂ/‘*w_‘ 8 annuitys pensions or dndowment under 3 formale . privite or
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: (1«'10‘ 9 corporates retirement plan or “systems  nof _in excess of
10 Section ls Section 84—-4905s ReCeMs 1947y is amended toW 10 $3:600s
2/ f 11 read as follows: 11 te¥{d) - Al bemefits paid under the Moantana Teachers
2 %B4-45905. Adjusted gross incomee. (1) Adjusted gross 12 Retirement Act which are specified as exempt from taxation
13 income shall be the taxpayer®*s federal incowe tax adjusted 13 by sectton 15-6215.
14 gross income as defimed in section 62 of the Internalk 14 td¥(a)  All benefits paid under the Montana Public
15 Revenue Code of 1954 or as that section may be Tlabeled or 15 Employees Act which are specified as exempt from taxation by
16 amendeds and in addition shall include the following: 16 section 68-1303.
17 ta)- Interest received on obligations of another state 17 te¥L{f) A1l benefits paid wunder the Montana Highway
18 or territorys or countys aunicipalitys districts or other 18 Patrol Retirement Act which are specified as exempt from
19 political subdivision thereof: 19 taxation by seection 31-221.
20 {b) Refunds received of. federal income taxe to the 20 +¥41g)l Montana income tax refunds or credits thereofa.
21 extent the deduction of such ﬂ;f resulted in a reduction of 21 49¥ih) All benefits paid under sections 11-1925¢
22 Montana income tax tiability. 22 11-1926s and 11-1927 to retired and disabled firemens their
23 {2) Adjusted gross income does not include the 23 surviving spouses and orphanse
24 following which are exempt from taxation under this act: 24 th¥Li)l A1} pbenefits paid by first or second class
25 (a} Interest incose from obligations of the United 25 cities for the policemen®s retirement system provided for by
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the Metropolitan Police Lawe

{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 Codeé of 1954+ as amendeds is in
effects but with respect to which the election provideg for
under seet+on 84—1501.2¢ as amendedr is not in effects
adjusted gross income does not include any part of tha
corporation®s undistributed taxable incomey net operating
losss capital gains or other gainse profits or losses
required to be incliuded in the shareholder®s federal income
tax adjusted gross income by reason of the satd election
under subchapter Se Howevers .the shareholder®s adjusted
gross income shall include actual dé;tribution from the
corporation to the extent they would be treated as taxable
dividends if the subchapter 5« election were not in effect."

Section 2. Effective datee This act shall apply to
taxable years beginning on and after January 1y 1977.

-End-

-3



