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A,Bill FOR AN ACT ENTITLED: EXEMPT FROM AOJ~~~ 
GROSS INCOME FORMAL PRIVATE OR CORPORATE RETIREMENT BENEFIT~~ 
NOT IN EXCESS OF A CERTAIN AMOUNT; AMENDING SECT~ 

8;;;9:~·~;;;;_AN~~R;;~~·EFL;I~~~ 
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: ~ 

Section 1o Section 84-4905, RoCoMo 1947, is a!Bended to~ 

read as follows: • ~ 
•84-4905. Adjusted gross inca~. (1) Adjusted gross 

income shall be the taxpayer•s federal incoae tax adjusted 

gross income as defined in section 62 of the Internal 

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

~mended, and in addition shall include the following: 

(a) Interest received on obligations of another state 

or territory, or county, •unicipality, district, or other 

political subdivision thereof: 

(b) Refunds received o~ federal income tax, to the 

extent the deduction of such '-r resulted in a reduction of 

Montana income tax liability. 

(2) Adjusted 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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LC 0538/01 

States government, the state of Montana., count yo 

municipality, district, or other political suodivision 

thereof: 

{bl All benefits received under the Federal Employees 

Retirement Act not in excess of ~hree-~ho~d--~x--huftdr~ 

do++or~-TS3,600to 

.u:J_ All_~f j ts re~_ll.ll a retired perso~n 

annyjty. pension• :or endowment Yoder 4 _formal, ~~_gr 

~prpgrate, r~~t plan -2£_ systew, not ~cess of 

.i~ 

ret~ All benefits paid under the Montana Teacher5 

Retirement Act which are specified as exempt from taxation 

by ~~~+on 75-6215. 

tdt~ All benefits paid under the Montana P~blic 

Employees Act which are specified as exe•pt fro• taxation by 

~ee~+on b8-1303. 

tetLfi All benefits paid under the ~ntana Hi9hway 

Patrol Retirement Act which are specified as exempt from 

taxation by ~~~+on 31-221. 

t+tLgi Montana income tax refunds or credits thereof. 

TgtLhl All benefits paid under ~ee~+on~ ll-l-125. 

11-192b• and 11-1927 to retired and disabled firemen, their 

surviving spouses and o~phans. 

fhtLL! All benefits paid by first or second class 

cities for the policemen's retirement system provided for by 
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the Metropolitan Police Law. 

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

3 respect to which the election provided for under subch~pter 

4 s. of the Internal Revenue Code of 1954o as a•endedo Is in 

5 effect, but ~ith respect to which the election providea for 

6 under ~ee~+on 84-1501.2, as a•endedo is not in effect, 

1 adjusted gross inco•e does not include any part of the 

8 corporation's undistributed taxable incoae, net operating 

9 

10 

11 

12 

13 

losso capital gains or other gainso profits or losses 

required to be included in the shareholder's federal incoae 

tax adjusted gross incoae by reason of the ~~ election 

under subchapter s. However, the shareholder's adjusted 

gross incooae shall include actual distribution from the 

· 14 corporation to the extent they would be treated as taxable 

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

16 Section 2. Effective date. This act shall apply to 

11 taxable years beginning on and after January lo 1977. 

-End-
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STATE OF MONTANA /So-77 ..,, 
REQUEST NO. ___ _ 

FISCAL NOTE 

Form BD-15 

In compliance with a written request re.;aived January 21 , 19 _]J__, there is hereby submitted a Fiscal Note 

for House Bill 267 pursuant to Chapter 53, 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 
at the marginal tax rate of 2.5%. 

4. The maximum effect assumes 15,000 
at the marginal tax rate of 3%. 

5. Administrative costs would remain 

FISCAL IMPACT 

Income tax collections under 
current law. 

Income tax collections - reductions 
due to exemption of retirement 
benefits under proposed law. 

DECREASE IN INCOME TAX COLLECTIONS 

LONG-RANGE EFFECTS 

taxpayers would receive 

taxpayers would receive 

unchanged. 

FY 78 

$123.732M 

$122.112M-$122.832M 

$.900M - $1.620M 

the full $3,600 exemption 

the full $3,600 exemption 

FY 79 

$140.093M 

$138.473M-$139.193M 

$.900M - $1.620M 

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 
I -~ p ;t:_ 

.. ~-·· ~ .... c..-.. v 
I 

BUDGET Dl RECTOR 

...., 

Office of Budget and Program Planning ...,./ 

Date: L ~ :J.. .: : ; '··/ 
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Approved by Corrunittee 
on Taxation 
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GRUSS INCOME FORMAL PRIVATE 

Of A CERTAIN AMOUNT; AMENDING SECT~ON 

84-4905, RoCoMo 194~; AN~ ,P~~~·~ING AN •EFFECTIVE DATE~• 

,(;,cfvL··~~ ?vf· ~ .£1 ~ 
NOT EXCESS IN 

BE IT ENACTED BY 

Section 1. 

read as follows: 

THE LEGISLATURE Of THE STATE OF MONTANA: ~ 

Section 84-4905, R.C.H. 1947• is amended to II/?"-

•84-4905. Adjusted gross inco•e• (1) Adjusted gross 

income shall be the taxpayer's federal incone 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 ~eceived on obligations of another stat2 

or territory. or county, ~unicipality, district, or Jther 

political subdivision thereof: 

(b) Refunds received o~ federal income tax, to the 

extent the deduction of such ~ resulted in a r~duction of 

Montana income tax liability. 

(2) Adjusted gross inco~e 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 government• the state of Montana., county, 

municipality, district. or other political suodivision 

thereof: 

(b) All benefits received under the Federal Employees 

Retirement Act not in excess of ~ftre~-tho~~~rl--~+x--ftund~~ 

do~~e~~-~$3,600t. 

Ul. All_llen£till_u:~:&ilLe.d__!u_a_r..i:!.i.r.e.d~!Ld.S._il.ll 

annuity. pension, or endowment under a _formal. ~~_Q£ 

kOrporate, retirement__uLao__QL_ system. no~~~_af 

i.~ 

tetL41 All benefits paid under the Montana Teachers 

Retirement Act which are specified as exempt from taxation 

by ~ee~+eft 75-6215. 

tdtLel All benefits paid under the Montana Public 

Employees Act which are specified as exempt from taxation by 

~eet~, bB-1303. 

tetLLl All benefits paid under the Montana Hi~hway 

Pat~ol ~etirement Act which are specified as exempt from 

taxation by ~ee~+ort 31-221. 

t~tLal Montana income tax refunds or credits ther~of. 

t~t..UU All benefits paid under ~ee~+ort~ 11-l-J 25' 

11-1926. and ll-1927 to retired and disabled firemen• their 

surviving spouses and orphans. 

~~tLil All benefits paid by first or second class 

cities for the policemen's retirement system provided for by 

-2-
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the Met<opolitan Police Law. 

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

3 respect to which the election provided for under subchcpter 

4 s. of the Internal Revenue Code of 1954, as amen1ed, is in 

5 effect, but with respect to which the election provide~ for 

6 under ~e~~~" 84-1501.2• as amended, is not in effect, 

7 adjusted gross income does not include any part of th2 

8 corporation's undistributed taxable income, net ~perating 

9 loss, capital gains or other gains, profits or l~sses 

10 required to be included in the shareholder's federal i nc0111e 

11 tax adjusted gross incoee by reason of the ~e~~ election 

12 under subchapter s. However, the shareholder's adjusted 

13 gross incoae shall include actual distribution fro• the 

14 corporation to the extent they would be treated as taxable 

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

16 Section 2. Effective date. This act shall apply to 

17 taxable years beginning on and after January lo 1977. 

-End-

-3-
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GROSS INCOME FORMAl PRIVATE . OR COitPORAIE RETIREMENT 

NOT IN EXCESS OF A CERTAIN AMOUNT; AMENDING SECT~ 

8?~-~~ AN~;;~~~.E~IV~~ 
BE IT ENACTED BY THE LEGISLATURE OF THE STA~E OF MONTANA: ~ 

Section 1. Section 84-4905, R.t.H. 1947• is a•ended to~ 

read as follows~ ~ 
•84-4905. Adjusted gross incoae. (1) Adjusted gross 

incoae shall be the taxpayer's federal incoee tax adjusted 

gross inc- as defined in section 62 of the Internal 

Revenue Code of 1954 or as that section •ay be labeled or 

a~Dended• and in addition shall include the following: 

(a)· Interest r-eceived on obligations of another state 

or territor-yo or county, •unicipality, district, or other 

political subdivision thereof: 

(b) Refunds received o~ federal inca.e taxo to the . 
extent the deduction of such ~ resulted in a reduction of 

Montana incoee tax liability. 

(2) Adjusted gross inco.a does not include the 

following which are exe•pt from taxation under this act: 

(a} Interest incoee from obligations of the United 

T H I R D R E A D I N G 
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1 States gover-n11ento the state of Montana, county, 

2 municipality, district, or other political subdivision 

3 thereof: 
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(b) All benefits received under- the Federal Employees 

Retirement Act not in excess of three-theaseftd--~x--ftaftdred 

do++ar~-tS3o600t. 

t•ts receaved Y ~ b a reti·rgd person as an ~ All bene_ L . at..e.___m: 

. a _formal. pr•v U~Ul~l1~~~·~·i-~L·~·ogj(~g~nndd~QWWDO~¢lDn~t~yn~d~e~r~:: 
annyitv• QeDS!QQt . t jp ex(ess of 
~orporatet ret I rgaent plan or ·sJSteaw ng_ 

S3t600. 

~LJ;U .. All benefits paid under the Mm>tana Teachers 

Retir-eaent Act which are specified as exe~~pt fr-om taxation 

by seet*o" 15-6215. 

tdtLal All benefits paid under the Montana Public 

E~ployees Act which are specified as exeapt from taxation by 

~~ 68-1303. 

tetLL! All benefits paid under the Montana Highway 

Patrol Retir-ement Act which are specified as exeapt fr-om 

taxation by seet?oft 31-221. 

~t~ Montana inca.e tax refunds or credits thereof. 

+9tLhl All benefits paid under seet+on~ 11-1925. 

11-1926, and ll-1927 to retired and disabled firemen, their 

surviving spouses and or-phans. 

tl'ltl.ll A 11 benet its paid by first or- second c:1 ass 

cities for the policemen's retirement syste~ provided for by 

-z- /dd'.tf' 
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the Met~opolitan Pol ice Law. 

l (3) In the case of a sha~eholde~ of a co~po~ation with 

3 ~espect to which the election p~ovided fo~ under subch~pte~ 

4 s. of the Internal Revenue Code of 1954• as aaended, is in 

5 effecto but with respect to which the election provideo for 

b under see~+on 84-1501·2• as aaendedo is not in effect, 

7 adjusted gross incoae does not include any pa~t of the 

8 corporation•s undistrrbuted taxable incoaeo net operating 

9 losso capital gains or other gains, profits or losses 

10 required to be included in the shareholder's fede~al incoae 

11 tax adjusted gross incoae by ceason of the saTd election 

12 under subchapter s. However, the shareholder•s adjusted 

13 gross incoae shall include actual distribution fro• the 

14 corporation to the extent they would be treated as taxable 

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

16 Section 2. Effective date. This act shall apply to 

17 taxable years beginning on and afte~ Janua~y 1, 1977. 

-End-
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