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HOUSE BILL 73 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

On motion, joint rule 6-6 
suspended and sponsor's 
signature allowed to be 
added to prefiled bills. 

Committee recommend bill, 
as amended. 

Printed and placed on members' 
desks. 

On motion, rules suspended and 
bill placed on second reading 
this day. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Died in Committee. 
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HOUSE Bill NO. _7_3 __ 

INTRODUCED BY 

BY REQUEST OF THE OEPARTilENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: •AN ACT AMENDING l'>-30-1llt 

MCAt TO REVISE THE DEFINITION OF ADJUSTED GROSS INCOME BY 

PROVIDING FOR THE TAXATION OF CERTAIN LUKP-SUH SETTLEMENTS 

NOT CURRENTLY SUBJECT TO TAX BY VIRTUE OF CHANGES IN THE 

INTERNAl REVENUE CODE ANO THE DEDUCTION OF CERTAIN SALARIES 

AND WAGES NOT DEDUCTIBLE IN DETERMINING FEDERAL ADJUSTED 

GROSS INCOME; PROVIDING AN IMMEDIATE EFFECTIVE DATE; AND 

PROVIDING FOR RETROACTIVE APPLICAT10N.• 

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

Section 1. Section 1'>-30-11lt HCA, is a•ended to read: 

•t">-3D-11l• Adjusted gross income. (1) Adjusted gross 

income shall be the taxpayer's federal income tax adjusted 

gross incoae as defined in section 6l of the Internal 

Revenue Code of 195.., or as that section •ay be labeled or 

aeended and in addition shall include the following: 

(a) interest received on obliyations of another state 

or territory or county, •unicipality. 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 
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Montana inco.e tax liability • ~ 

lcJ the portion of Ju•~sum djstrlbutjgo deductible 

fro• adjusted gross incone yoder sectjpn 621111 gf the 

Internal Reyenue Cpde of 1954 or dS that section way bg 

d.eoded. 

(Z) Adjusted gross incoae does not include the 

following which are exe•pt fro• taxation under this chapter: 

(a) interest inco .. fro• obligations of the United 

States goverrwento the state of "ontana. and U.s ~ 

cgynties, .aft+e+p~ aynicipaljties, d+~ districts• 

or other political subdivision thereof; 

(b) all benefits received under the Federal E•ployees• 

Retireaent Act not in excess of 53,600; 

(c) all benefits paid under the teachers' retirement 

law which are specified as exeept fro• taxation by 19-~-706; 

(d) all benefits paid under The Public E•ployees• 

Retire.ent Syste• Act which are specified as exe~pt fro• 

taxation by 19-3-105; 

(e) all benefits paid under the highway patrol 

retireaent law which are specified as exe•pt fro• taxation 

by 19-6-705; 

(f) all Montana incoae tax refunds or credits thereof; 

(g) all benefits paid under 19-ll-60Z• 19-11-60~• and 

19-11-60'> to retired and disabled firefighters, 

surviving spouses and orphans; 
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(hi all benefits paid by first- or second-class cities 

for the police.en•s retireeent systee provided for by Title 

19, chapter 9. 

(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 1954o as aeendedt is in 

7 effect but with respect to which the election provided for 

8 under 15-31-ZOZo as a.endedo is not in effect, adjusted 

9 gro•s inca.e does not include any part of the corporation's 

10 undistributed taxable incoee, net operatlnq losso capital 

11 gains or other galnso profitso or losses required to be 

12 included in the shareholder's federal incoee tax adjusted 

13 gross incoee by reason of the said election under subchapter 

14 s. However. the shareholder's adjusted gros• incoae shall 

15 include actual distributions from the corporation to the 

16 extent they would be treated as taxable dividends if the 

17 subchapter s. election were not in effect. 

18 f4J In datere!ning eontana jncome ta¥ adJu$tad gross 

19 i ocoee. there shal I be___.d.ed•Jcted fr P• federal inc owe tdX 

lO adiysted gros$ jncgme the amount b1 whjcb the taxpayer'$ 

ll federal iDCQ•e tax deduction for Sd]arje$ and wagfli MUSt be 

ll redyced pyrsu~nt to the proyisjoos of sgctiqn ?BOC of the 

l3 Intern4J Revenue [ode of ~~-Leldli~~ the Jabs credit 

Z4 allowance.• 

25 Section z. Effective date. This act is effective on 
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its passage and approval. 

Section 3. Retroactive application. The p~o9isio~ of 

15-3G-111(l)lcl apply to taxable periods beginning after 

Oeceeber 3lo 1978o and the provisions of 15-30-111(41 apply 

to taxable years beginning after oece•ber 31• 1976. 

-End-

-4-
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STATE OF MONTANA 
REQUEST NO. 10-79 

FISCAL NOTE 
.. Form /l/)·15 

.------------------------------------------------~------------------------------------
In compliance with a written reqw~st received c ~~!I~JY. J9. . . . , 19 7~. . , there is hereby submitted a Fiscal Note 

for .. J:l~~~l!. ~!I! n_ ---c • _ •••• - -- - •• 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: 

An act to revise the definition of adjusted gross income by providing for the taxation of certain lump-sum settlements not 
currently subject to tax by virtue of changes in the Internal Revenue Code and the deduction of certain salaries and wages 
not deductible in determining Federal adjusted gross income; providing an immediate effective date; and providing for retro-

"' active application . 

• 

-· .. 

i 

ASSUMPTIONS: 

180 taxpayers receiving lump-sum settlements will be taxed under the proposed law. 
The average lump-sum settlement is $5000. 

(a) 

(b) 

(c) 

(d) 

No additional deductions for business expenses pertaining to the new jobs tax credit will be claimed as a result of passage 
of the proposed law. since it is believed that this law would only legitimize the current practice of allowing the deduction. 
The Department of Revenue forecast of individual income tax collections for FY80 and FY81 ($154.268 million in FYBO, 
$169.790 million in FY81) is the basis for comparison. 

FISCAL IMPACT: 

Individual Income Tax Collections 
under current law 
under proposed law 

Estimated Increase 

FUND INFORMATION: 

General Fund 
Public School Equalization Earmarked 

Revenue Account 

FY80 

$154,268,000 
154,318,000 

$ 50,000 

$ 37,500 

12,500 

$ 50,000 

FV81 

$169,790,000 
169,840,000 

$ 50,000 

$ 37,500 

12,500 

$ 50,000 

It is noted that revenues to the Public School Equalization Earmarked Revenue Account are used to support the Public 
School Foundation Program; therefore, any increase in revenues to that account may either (1) be appropriated to increase 
Foundation Program schedules, (2) be appropriated to offset State General Fund support of the Foundation Program, or 
(3) be appropriated to offset any unanticipated shortfall in revenues for public school equalization. 

AFFECT ON LOCAL GOVERNMENTS: 

No local impact. 

LONG-RANGE EFFECTS: 

Revenues would be increased by approximately 0.03% from the levels 
which would obtain under continuation of present law. 

£,.:,. ....,/J £. a-~ .. 7,L.. 
BUDGET DIRECTOR 0 ' 
Office of Budget and Program Planning 

Date: ¥L~17F 
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Approved by Co!llllittee 
on Taxation 

HOUSE BILL ~0. 73 

INTRODUCED BY FABREGA 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: •AN ACT AMENDING lS-30-lllt 

MCAt TO REVISE THE D~FINlTION OF ADJUSTED GROSS INCOHE &¥~ 

PROVIDING FOR THE TAXATION OF CERTAIN lUMP-SUH SETTlEMENTS 

NOT CURRENTLY SUBJECT TO TAX BY VIRTUE OF CHANGES IN THE 

I~TERNAL REVENUE CODE ANB fOR TAXABLE YE~~~-AE1f8 

Ufc..faa.f..B._-3 1, 19lll; CLA&l.fll.fjL It:IE EXEMPllmt Of INIEBE.U 

~D~_QfRIYEQ~H GOVERN~AL DBLlGAilONSi ALLOWING THE 

DEDUCTION OF CERTAIN SALARIES AND WAGES NOT DEDUCTIBLE IN 

DETERMINING FEDERAL ADJUSTED GROSS INCOM~ fU&_IAXABLE YEARS 

afGINNING AfiER DECEMBER 31o 1916; PROVIDING AN IMMEDIATE 

EFFECTIVE OATEt-AN8-P~8YIBIN&-FB~-~EfABA&ffY~--APPrf&AffeN.• 

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

Section 1. Section lS-30-111• MCAo is aaanded to read: 

"l5-3G-lllo Adjusted gross income. (1) AdJUSted gross 

, nco me shall be the taxpayer• s federa 1 i nco111e tax adJusted 

gross income as defined in ~ection 62 of the lntP.rnal 

RP.venue Code of 195~ or as that section aay be labeled or 

amended and in addition shall include the follo~ing: 

!a) interest received on obligations of another state 

or territory or county, municipality, district, or other 
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HB 0013/02 

political subdivision thereof; 

(o) refunds received of federal inco.e ta~• to the 

extent the deduction of such tax resulted In a reduction of 

Montana incoae tax liability • &-and 

~Q&_ TAXABLE YEARS BEGlK~IKG__&EifA_QE~MBEB 3lo 

l1LI£ ~ goctjog gf Ju•Q-~Istrlbut!gn__dAdUctible fra. 

~djusted gc~ jncoae yndeL_~n 4l(ll,_af_tha-ln~ 

&~~gye 'ode gf 1954 gr as tb~t section aax be amend~ 

(Z) AdJUSted gross lnco~ does not includfl' the 

following which are •~empt fro• taxation under this chapter: 

(a) Interest incoae fro• obligations of the United 

States governeent, the state of Montana• an~~ ee~n~y 

~unti~• •~n+e+pa4+~y aynl£jgaljtiei• d+s~r+c~ ~~· 

or other political subdivision therPof; 

(b) all benefits received under the Federal Employees• 

ketireaent Act not in excess of 53t600; 

(c) all benefits paid under t~ tea~hers• retire~ent 

law which are sp&eified as exeapt fro• taxation by 19-4-106; 

{d) all ben110fits paid under The Public Eaployees• 

Retirement Syste~ Act •hich are specified as exempt from 

ta~ation bv 19-3-luS; 

(e) a11 benefits paid under the highway patrol 

retire~ent law which are s~ecified as exempt fro~ taxation 

by l9-6-70S; 

lfl all Montana income tax refunds or credits thereof; 

-z- S E C 0 N D R E A D I N G HB 73 
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(gJ all benefits paid under 19-Ll-602, 19-11-604, and 

19-11-bOS to r~tired and disabled fir~fighterso 

surviving ~pouses and orphan~; 

th" i r 

(n) all benefits paid by first- or second-class cities 

for the policeMen's retiranent syste• provided for by Title 

l9o chapter 9o 

(31 ln the case of a shareholder of a corporation with 

respect to which the election provided for under suhchapter 

s. of the Internal Revenue Code of 19~t,, as amended, is in 

effect but with respect to which the election provided for 

under 15-ll-202, as a .. ndedt is not in effect, adjusted 

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

undistributed taxable incoae, net operating loss. capital 

gains or other gains, profitst or losses required to be 

included in the shareholder's federal income tax adjusted 

gross inca.e by reason of the said election under subchapter 

So However. the shareholder's adjusted gross inca.e shall 

18 include actual distributions from the corporation to the 

19 extent they would be treated as taxable dividends if the 

20 subchapter s. election were not in effect. 

21 ft,l in FQR TAXABLE YEARS BEGINNIN' AFTER ~M8EB llo 

22 ~~£-~ de,er•jnjog ~on~__iocome tax adjysted ~ 

23 ~~tbere shall be ~~eo_ from feueral jncgwg tax 

24 adjusted grgss jocoR@ the a-aunt bJ wbjcb__lbe taapaJer~ 

25 .UaeL.il i pcowe ULJU!uuct i go .uu._ulM.iJ:Laad wagu ~~~ 
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r.t:Jl~~syapt t.g tbe proyulmlLg~t.uto.__Z~L-QL_t.~ 

lJUuo.U--B~~tlliUL_f.wiJL Qf 1954~1iliD~~_jQJlLr..c.itllil 

.Ulillllil.O~!a" 

Section 2. Effective date. This act is effective on 

its passaqe and approval. 

5ee~toft-3•--~e~roee~twe-app++ea~toft•--f~e-prow+~+on~-of 

~S-36-~ttttttet--app+y--to--toxsb+e--pertods-be9+nntnq-of~er 

8eeeeher-3ty-t9~&.-end-the-prow+s+ofts-of-t5-39-tttt~t--app+y 

to-taxebte-yeers-be9tnftfft9-efter-8eeeMber-3t•-t9~6• 

-End-

-4- HB 73 
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HOUSE BILL NO. 73 

INTRODUtED BY FABREGA 

BY REOUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: •AN ACT AMENDING 15-l0-111• 

MCA• TO REVISE THE DEFINITION OF ADJUSTED CROSS INCOME 8¥~ 

PROVIDING FOR THE TAXATION OF CERTAIN LUNP-SU~ SETTLEMENTS 

NOT CURRENTLY SUBJECT TO TAX BY VIRTUE OF CHANCES IN THE 

INTERNAL REVENUE tODE AN& FOR TAXABLE YEARS 8£GINNING -AEI£! 

Qf~EB__llo 19181 CLARIFYING THE EXEM!IION Qf INTEREST 

1Ht0Hf-2EB1Yfn_f&DM GOVEBNM£NTAL 08LIGATIQNS; ALLOWING THE 

DEDUtTION Of CERTAIN SALARIES AND WAGES NOT DEDUCTIBLE IN 

DETERMINING FEDERAL ADJUSTED GROSS INCOME FQR TAXABlE 1fl&S 

af~ING 6fTER QECEMBEB 3\o 1916; PBOYIOING AN IMMEDIATE 

EFFEtTIVE DATEt-•N&-PR8Y+BIN6-EBA-AE~A8A&J§vt--APP~+i*~f8N,• 

~E IT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Section 15-30-lllo MCAo Is .-ended to read: 

"l5-3D-1lle Adjusted gross income. {1) Adjusted gross 

income shall be the taxpayer's federal incoMe tax adJusted 

gross inco.e as defined in section 6Z of the Internal 

RP.venue Code of 195~ or as that section aay be labeled or 

amended and in addition shall include the following: 

(a) interest received on obligations of anothe~ state 

or territory or county, municipality, district, or othe~ 
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political subdivision thereof; 

(bl refunds received of federal inca.e taxo to the 

extent the deduction of such tax resulted in a reduction of 

Montana incoce tax liability • l-and 

~OS TAXABLE YEARS BEGINWING AFTE&~MBER 31, 

1!1l& tn. portion of lyap=su• diitributlon dedu£\ible fro• 

adJusted gcgs1 iocowe yoder sectjgo 62Cll)_of_\h• lnteroal 

~12}4 or as tho\ itte:tjpo ••¥ be a•!KIIld.a 

{ZJ Adjusted gross loco~ does not Include the 

following which are exe•pt fro• taxation under this chapter: 

(a) Interest incoee fro• obligations of the United 

States governMent, the state of Montana. and its eoan~y 

£OuntiGSt ·~ftte+~a+tty auDICjpallti«J•.d+,tr+et d!stcjctso 

or other political subdivision thereof; 

(b) all benefits received under the Federal E•ployees• 

Re~lre .. nt Act not In excess of 13,600; 

(c) all benefits paid under the teachers• retire.ent 

law which are specified as exe•pt fro• taxation by 19-.. -706; 

(d) all benefits paid under The Public E•ployees• 

Retire.ant System Act •hich are 

taxation by 19-3-105; 

{e) all benefits paid 

specified as exempt from 

under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

(fl all Montana incoMe tax refunds or credits thereof; 

-2- T H I R D R E A D I N G H& 73 
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{g) all benefits paid under l9-11-60Zt 19-11-60~~ and 

19-11-605 to retired and disabled firefighter~• their 

surviving ~pouses and orphans; 

fh} all benefits paid by first- or second-class ci~ies 

for the pollceeen•s retir~eent syste• provided for by Title 

19o chapter 9• 

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

re~pect to which the election provided for under subchapter 

s. of the Internal Revenue Code of t9s-., as a .. nded, is In 

effect. but with respect to which the election provided for 

11 under 1S-31-202t as a .. ndedt is not In effect, adjusted 

12 gross loco•• does not include any part of the corporation's 

13 undistributed taxable inca.., ne~ operating loss~ capital 

1~ gains or other gainst profits• or losses required to be 

1~ included in the sharehOlder's federal lncoea tax adjusted 

16 gross inco.e by reason of the said election under subchapt~ 

17 s. However, the shareholder's adjusted gross Inca.. shall 

18 include actual distributions fro• the corporation to the 

19 extent they would be treated as taxable dividends If the 

20 subchapter s. election were not in affect. 

21 ''' fD f08 TAXABLE YEARS BEGINNING AFTER DECEH8ER 31• 

22 1!16£-~ 4eter•jnjng Mootaoa in~e __ tax adiusted ~toss 

23 ~Gab.-Uiere iha1 J be dedl!ct.ed frQM federal 'fnc«wft t.ax 

2~ ~st.ed gross jncome the a-aunt. by wbjcb t.he taxpayer's 

25 ~I jncoee taL..!leduct.joo for sa1a~w1-j~QU_J~IlS..L.b.e: 
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c. edUced purstt4Qt. w t.be ·pr ovi s i ons Af sect i on UllL-AL..t.e 

lDULDJlL-Re.uDIIL_r.aa_Qf 1951t • eel at. i og to t.be_.lQ'ba._uw;lil 

.Jll.g!d~H3.a. 

Section 2. Effective date. This act is effective on 

its passage and approval. 

Seet~-~----~~+we-ep~•+e~+~--~he-~~eY+s+ens-e~ 

t5-~8-tttttttet--e~--~--~xeb._-~~ds-be~+nn+n~-s~~~ 

&ee~-~~.-~~-end-~~-~+s+on.-o~-~~-~-ttt~t--epp+y 

~e-~axeb•e-yeers-~+nn+n~-e~~·~-&ee•~er-3t•-t9~6w 

-End-
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