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HITRODUCE 0 3Y k"""-1~1' ---

A SILL FO~ AN ACT ENTITLED: "A~ ACT TO REVISE THE 

EXE~PTIONS ALLOWED IN CALCULATING ADJUSTED GROSS IN~OME, 

P~uVIDING THAT $3,680 OF All RETIRE~ENT BENEFITS SHALL 5E 

EXEMPT, AMENDING SECTION 84-4905, RoCoM. 1947oR 

~f IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

St::cti-on 1. Section 84-4905, R.C..M. l941t is amend~d to 

r2-ad as follows: 

•s4-4905. Adjuste1 g~oss income. (1) Adjusted j~OSS 

income shall be the tax~ayer•s federal income tax adjusted 

gross income as defined in section 62 of the Int8rnal 

Revenue Code of 1954 o~ as that section may be laoeled or 

a~endado and in addition shall include the followin~: 

{a) Iaterest received on obligations of an~th~r 5tat2 

or territory, or county, ~unicipality, district, or 

political subdivision thereof+~ 

1tner 

(b) Refun1s received of federal incom? tax9 t' th~ 

ext~nt the deduction of s~ch tax resultad i~ a reduction of 

Montana incom2 tax liability. 

{2) Ajjuste,j qross income does not include •_he:; 

follo .• dns w:1ich are exempt from taxation un-r1"::!r this e1ct: 

(al ~nt~~~~t in~~1t income from obli~ations 0f th~ 
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United States 

aun ici pal i ty, 

thereof+.;. 

govern•ent • 

district, or 
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the state of Montana, county. 

other political subdivision 

(b) *++~-befte++~s-reee+~-under-the-Federe~-Eap+oy~ 

Ret+r--~-llet:-not-i-n--exeess-O"f-tl'lree-tho'"s'"'d--s+,.~-l'taft1irft 

do++ers--t*3T&est• benefjts to the value of S3sb00s or such 

~reater appun~ma~ soecifi,a1!¥- pcoyjdeq bJ laws 

~ej yed from any bona f..i.d.e_empl oyee cet j re;agnt and 

djsabiljty ulan: and 

tet--~~++~-!HltteH--pe+d--tmder--tl'le--MoMel'la- -'f toaehet""lt 

Ret+reaeftt:--llet--wh+eh-are-spee+¥+ed-as-e~~-~texa~i-eft 

by-~t:~S..-f>i!t-5-

tdt--*++~-befteHt:-s--p<O+d--llnder--ttte--Mont:efte--Pat>++e 

Eep+oyee.o-ltet-i'llltrieh-.a!"e"''speril'+ed-"eis-e>re""'t.-~r....r-texot:+Oft-by 

seet+on-t.fi-i-3 e:t. 

tet--*++-bene++~s-pa+d~nder-the-Montane-H+9ftwsy-Pot~ 

Re~+reaont--•e~--wh~h-ore-speet++ed-es-e,.emp~-~rom-texot+en 

by-~~+on-3t-~~-

t~t~ Montana income tax refunds or credits thereof. 

tgt--•++-befte¥+ts-pe+d-under-~eet+ons-Ti--T9~5.-i-T-t9~6T 

ond-Ti--i-9~~-to-re~+~ed-ftftd-d+seb+ed-++remeftT-tfte+r-sur~+n1 

spouse~-end-o~~s• 

tht--*++--bene~+~s-pe+d-by-++rst-or-seeond-e+oss-e+t+es 

+or-the-po++ee~~-ret+reM~-systea;prov+ded--+or--bT--the 

Metr~oT+ten-Po+Tee-rew. 
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(3) In the case of a shareholder of a corporation with 

2 respect to which the electio" provided for under subchdpter 

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

4 effect, but with respect to which the election provided for 

5 

6 

1 

under section 84-1501·2• as amended, is not in effact, 

adjusted gross income does not include any part of th<: 

corporation•s undistributed taxable income, net ;,per at in·~ 

8 loss, capital gains or other gains, profits or losses 

9 required to be included in the shareholder•s federal incc.e 

10 tax adjusted gross income by reason of the said election 

11 under subchapter s. However, the shareholder•s adjusteJ 

12 gross income shall include actual distribution from the 

13 corporation to the extent they would be treated as taxable 

14 dividends ·if tha subchapter s. election were not in effect.• 

-End-
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STATE OF MONTANA 

FISCAL NOTE 

REQUEST NO. __ 1_3-'-0-_7_7_ 

., 
Form BD·15 

In compliance with a written request re..:aived January_?! __ ., 19 .Il._ , there is hereby submitted a Fiscal Note 

for Senate_ Bill 158 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. 

ASSUt-1P'fiONS 

1. It is virtually impossible t.o 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 Jr.H.>J\.CT 

Income tax collections under 
current law. 

FY 78 

$123. 732f-t 

FY 79 

$140.093M 
Income tax collections - reductions 

due to exemption of retirement 
benefits under proposed law. $122.ll2M-$122.832M $138.473M-$139.l93M 

DECREASE IN INCOME 'l'AX COLLECTIONS $.900M - $1.620M 

LONG-RANGE EFFECTS 

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

TECH~TCP.L NOTE 

. 
The bill does not indicate the years for which the change is to be effective. If it ~s 
intended that it operate during calendar 1977 a section stating "This act is effective for 
all tax years beginning after December 31, 1976." should be added. 

In addition, 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 DEPARTMEN'I' OF REVENUE 

-~.cL_i;t A-of==-,. I.-
BUDGET DIRECTOR c;/ 0 
Office of Budget and Program Planning .._., 

Date:----~ ;L~_::.I._?_ _____ . 




