
HOUSE fH LL rso. 18 

INTRODUCJm UY NORD'l'VEDT, COZZENS, ANDRF.ASON 

BY' lU~QUEST OF TfiE REVENUE OV~RSIGHT COMMITTEf~ 

January 6, 1981 

,January 7, 1981 

January 14, 19tH 

i'iarch 4, 19tH 

I>! arch 5, 1981 

-.,arch 6, l9t31 

l.llarch 10, 19tH 

March 18, 1981 

March 19, 1981 

March 20, 19tH 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Fiscal note requested. 

on motion by chief aponsor 
Representatives Cozzens and 
Andreason were added as authors 
to the prefiled bill. 

Fiscal note returned. 

Comrfl:l ttee recommend bill do pass 
as amended. Heport adopted. 

Bill printed and placed on 
members' desks. 

Motion pass consideration to 
52no legislative day. 

Motion pass consideration to 
60th lcgislativo day. 

Second reading, do pasa. 

Correctly engrossed. 

Third reading, passed. Ayes, 661 
Noes, 27. Transmitted to Senate. 

March 21, 1981 Introduced and referred to com­
mittee on Taxation. 

April 7, 1981 Committee recommend bill be con­
currod in as amended. Report 
adopted. 



April 8, 1981 

April 9, 1981 

t\f>ril 11, 191.ll 

April 15, 19tll 

April 16, 19tH 

On motion rules susp&ndf~d. 
Bill referred to second reading 
for consideration this day. 

Second reading, concurred in 
as amendad. 

On motion rules suspended. Bill 
placed on calendar for third 
reading this day. 

Third reading, concurred in as 
amended. Ayes, 38; Noes, 11. 

1!:11 TUB HOOSE 
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ReturnC>d from Senate \lith nmend­
raents. 

Second reading, amendments con­
currf:d in. 

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

Third reading, amendments con­
curred in. Ayes, BU; Noes, 2. 
Sent to enrolling. 

Correctly enrolled. 

Siqnod by ~-;pea'ker. 

Signed by President. 

Delivered to Governor. 

Returned from Governor with 
recommended amendments. 

5econa reading, Governor's 
amendments C()neurred in. 

on motion rules suspended. 
Governor's amendments placed 
on calendar for third readin9 
this day. 



April 16, 198.1 

April 20, 1981 

April 21, 1901 

Third readinr:~, Governor's 
cunendmunts concurred in. 
Ayes, 7lt Noes, 25. Transmitted 
to Senatet. 

Second reading, Governor's 
amendments concurred in. 

on motion rulos suspended. 
Governor's amendments placed 
on calendar for third reading 
this day. 

Third reading, Governor's 
amendments concurred in. 
Aye9, 38, noes, 10. 

IN THE HOUSE 
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Returned from Senate. Con­
curred in. Sent to enrollin~. 

Reported correctly enrolled. 



~ 

47th legislature u: 0315/0l 

2 

3 

4 

<; 

6 

1 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

2<) 

HOUSE Bil.l NO. 18 

I NP OOUCifJ BY NORDTVEDT 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REDUCE INDIVIDUAL 

INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER; AMENDING 

SECTION lS-30-ll1o MCA.u 

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

Section 1. Section l5-3o-lll• ~CAo is amP-nded to read: 

"1S-3G-lllo Adjusted gross inco~. (1) Adjusted gross 

incoJ•e shall be the taxpayer's federal income tax adjusted 

gross income as defined in section 62 of the Internal 

.~evenue Code of l9S4 or as that section may be labeled or 

amended and in addition shall include the follcrwing: 

(a} interest received on obli~ations of another state 

or territory or countyo ~nicipalityo district, or other 

political subdivision thereof; 

(~) refunds received of federal income taxo to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(2) *dj~ed ~2twithstanding_ the provisions of tne 

!gg~~al_!nler~l_g~gn~_fQde of 1954 as labeled or amended, 

~11~stg~ gross income does not include the following which 

ar~ exempt from taxation under this chapter: 
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u: 0315/01 

(a) ~!! inter~st. inco•e from obligations of the United 

States govern-nt. the state of Montana, county. 

municipality. district, or other political subdivision 

thereof; 

!Ql_~i~L~st inco•e earned ~axpayer in a taxable 

~~Q_to_~~i_r~eludinq st,ooo for a taxQayer filing a 

separate return and sz.ooo for each J2int return. 

tbt 1f.l all benefits received under the Federal 

Employees• Retirement Act not in excess· of S3.600; 

tetiQl all ~enefits paid under the te3cners• retires.ent 

1 aw "hich are specified as exempt from taxation by 19-4--706; 

t6t1~1 all benefits paid under The Public Employees• 

Retirement System Act which are specified as exeapt from 

taxation by 19-3-1D5; 

tetifl all benefits paid under the highway patrol 

retireate.nt law which are specif-ied as exe111pt from taxation 

by 19-6-705; 

t-f-t 1.11 a 1 I Montana income tax refunds or credits 

thereof; 

t~tl~ all benefits paid under l9-11-6J2, 19-ll-604• 

and 19-ll-605 to retired and disabled firefighters, their 

surviving spouses and orphans; 

tht.LU all '>enefits paid by first- or second--class 

cities for the policemen•s retire-..nt system providea for by 

Title 19o chapter 9. 

-z- I N T R 0 D U C E D B I L L 
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LC 0315/01 

1 13) In the case of a shareholder of a corporation with 

Z respect to which the election provided for under subchapter 

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

4 effect ~ut with respect to which the election provided for 

5 under 15-31-ZOZo as amendedo is not in effecto adjusted 

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

7 undistributed taxable ancoaeo net operating loss, capital 

8 3ains or other gainso profits, or losses required to be 

9 included in the shareholder's fede.-al income tax adjusted 

10 gross income by reason of the said election under subchapter 

ll s. However, the shareholder's adjusted gross inca.e shalt 

12 include actual distributions fro• the corporation to the 

13 extent they would be treated as taxable dividends· if the 

14 subchapter ·s. election were not in effect.• 

-End-

-3-
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STATE OF MONTANA 
REQUEST NO. -~s ... ~~·~S-?-l-

FISCAL NOTE 

Form BD-15 

In compliance with a written request received January 8 19 __ 8_1, there is hereby submitted a Fiscal Note 
f House Bill 18 
or-·-- pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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 reduce individual income tax on interest income earned by a taxpayer. 

ASSUMPTIONS 
There are no data readily available which give a distribution of interest income 
among Montana taxpayers. Federal statistics for 1977 indicate that 173,478 (Federal) 
returns from Montana reported a total of $235,185,000 in interest income Assuming that: 

(1) the level of interest income remains the same during 1981 and 1982, 
(2) the average effective tax rate on Montana adjusted gross income remains 

at 5.68\ (1978 Montana actual), 
(3) the average exclusion taken under the Federal law {see Technical Note), 

is $300, and 
(4) the average exclusion taken under this proposal would be $1000, 

a calculation can be made to give an upper bound on the fiscal impact of this proposal. 
The estimate is given only for the purpose of illustrating the magnitude of the potential 
impact. 

Montana income tax attributable to interest income without proposed exclusion: 

(235,185,000 - (173478 X 300} ) X .0568 = $10.4 M 

Montana income tax attributable to interest income with proposed exclusion: 

( (235,185,000 - {173478 X 300}~~ (173478 X 1000) ) X .0568 = $0.55 M 

Thus an estimate of the maximum impact the proposal could have each year of the 
biennium would be $9.85 M decrease in income tax collections in each of FY 1982 
and FY 1983. 

Partial Loss to State $9.85 million 

COMMEN'iL' 
The above figure represents the maximum amount that could be lost to the state if 
the measure passes. The figure assumes that all Montana taxpayers with interest 
income would have $1,000 or more of such income. This, of course, is not likely. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: l - I J - f/ \ 
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HOUSE BILL NO. 18 

Ao']TGved by Corrmittee 
·~-n Tax•tior; 

INTRODUCED BY NOROTVEOT, COZZENS, ANDREASON 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITL~O: "AN ACT TO REDUCE INJIVIuUAL 

INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER; AMENDING 

SECTION 15-30-1t1, M(Ai__~ND __ PROY!DI~~-~~--~PP~ICA~llll! 

Qt!f•n 

BE lT ENACTED BY THE LEGISLATURE OF THE STATE OF MONlANA: 

Section 1. Section 15-3Q-lll, MCA, is amended to read: 

"15-30-lll. Adjusted gross income. Ill Adjusted gross 

income shall be the taxpayer's federal income tax adJusted 

q-ross 1ncome as defined in section 62 of the Internal 

Kevenue Code of 1954 or as that section may be labeleo or 

amended and in addition shall onclude the following: 

(a I tnterest received on obligations of another state 

or territory or county, ~nicipal 1tyo district. or other 

polotical subdJvosion thereof; 

(b) refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(Z) Ad)~~t~d ~2!~i!h~!~~Qi~ __ th~ _ _Q£Q~~iQ~_Q! _ _ihs 

i~1~£~l_lnt~£nal_E~~~~~~-~QQ~_Qf_l22~-~~_!~~~l£Q_QL_~~~aeg~ 

~11~?.!~1 gross income does not tnclude the followong whoch 
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HB 0018/02 

are exempt from taxation under this chapter: 

(a) ~!! interest income from obligations of the United 

States government, the state of Montana. county, 

mun i c i pa I i t y , d i strict • or other political subdivision 

thereof; 

1~l __ !~!~g~!-l~£Q~~-~~~1_Qy_e_!~~g~~i~_l2xable 

yg~£ !~-~~~fSS_Qf_~l~-!~TEE£i!_fXP£H~£_f~!HE TAXABLE YEARo 

f!~~~Q!~~-l~!f~~~! __ £!fENS£_Q~-~~EIN~PAb_RE2lQfN(£~ y~ 

2~1-l~£ludi~g_!!~QQQ_fQ£_~!~e2~£_fl!ing_g_~~Qarate return 

g~Q_!£1QQQ_fQL_each_J2!~1-£~turn~ 

tbti£1 all benefits received under the Federal 

Employees• RetireMent Act not in excess of S3,600; 

tet!Ql al 1 benefits paid under the teachers• 

retirement law which are specified as exempt from taxation 

by 19-4-706; 

t~i~l all benefits paad under The Public Employees• 

Retirement System Act which are specified as exempt from 

taxation by 19-3-105; 

tetifl all benefits paid under the high~ay patrol 

retire~nt law which are specified as exempt from taxation 

by 19-6-705; 

tf't_!gl all Montana income tax refunds or credits 

thereof; 

t~ti~ all benefits paid under 19-11-60£. 1'1-11-604• 

and 19-11-605 to reti reo and disabled f trefi ghters. theH 

-2- HB 18 
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HB Oulti/02 

su~viving spouses and o~phans; 

2 t"tiil all benefits paid by first- or second-class 

3 cities for the policemen's reti~ement system provided for by 

~ Title 19, chapte~ 9. 

5 (3) In the case of a shareholde~ of a corpo~dtion with 

6 respect to which the election provided fo~ under subchapter 

1 s. of the Internal Revenue Code of 1954o as a~ndedo is in 

8 effect but with respect to which the election provided for 

9 under 15-31-202, as amended• is not tn effect• adjusted 

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

11 undistributed taxable income, net operating loss, capital 

12 gains or othe~ gains, prof1ts• or losses requ•red to be 

l3 included in the shareholder's fede~al income tax adJUSted 

14 gross income by reason of the said election under subchapter 

15 s. However, the sha~cholde~•s adjusted gros> 1ncome shall 

16 include actual distributions from the corporation to the 

17 extent they would be treated as taxable dividends if the 

18 subchapter s. election were not in effect.• 

19 ~f~TIO~-~--APP1!~~§!h!TYo _!tl!S AC~PllfS TO_~!~ 

20 !~~~~-~~~!~~ING_~FT~~-QtCE~ER 3~1980~ 

-End-

-3- H8 18 
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HOUSE BILL NO. 18 

INTRODUCED BY NOROTVEDTt COZZENS, ANDREASON 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTE£ 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REDUCE lNDIVIOUAL 

INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER; AMENDING 

SECTION l5-3Q-lllo MC Ai__!!!!Q_PR0\1 !Q!~g_~!!PPhlCAB I LIT Y 

QAT~." 

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

Section 1. Section l5-3G-ll1o MCA, is amended to read: 

•15-30-111. Adjusted gross income. (11 Adjusteo gross 

incone shall be the taxpayer's federal income tax adJUSted 

gros~ income as defined in section 62 of the Internal 

~evenue Code of 1954 or as that section may be labeled or 

amended and in addition shall include the following: 

(a) interest received on obligations of another state 

or territory or county, municipality, district. or other 

political subdivision thereof; 

( b l refunds received of federal i nco~ne tax • to the 

extent the deduction of such tax resulted in a reductaon of 

Montana income tax Tiabilaty. 

( 2 J ~oe.,~t.ee f:!2!.!!.i.. ths!~ndJ.~--th~L_e.t2tillfmL_2.f_~ 

l!~!!~!_Interna!_~~Y~D~~-Co~~-2f~2~-21 labele~_QL_~Dded~ 

~1.1!!.?.!~1 gross income does not include the followang which 
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HB 0018/02 

are exempt from taxation under this chapter: 

(d) al! interest income frOM obligations of the United 

States govern-nt, the state of Montana. count yo 

municipal it Y• district, or other political subdivi s.ion 

thereof; 

i~l ___ in!~~st_i~~~~~~_Qy_2_ta!22X!!_.i..~~~able 

yg~r IN EXCESS OF HIS INTEREST EXPENSE FOR THE !AXABLE YEARo 

E~~b~Q!~g__!~!~~ES! __ ~~fENSf_Q~!_f~INCif!h_RES!DENC£~ y~ 

~~Q_i~£lud!~g_!~OOQ_!Q!_~!ax~~-!ll.i..D9~~~arate r~~ 

~~-!l~QQQ_fgr_eac~lQ.i..~l-!~~~ 

tbti~l all benefits received under the federal 

E~ployees• Retire~nt Act not in excess of S3t600; 

tet11.1 a11 benefits paid under the teachers• 

retirement taw which are specified as exempt fro. taxation 

by 19-4-706; 

tdtl~l all benefits paid under The Public Employees' 

Retirement System Act which are specified as exempt from 

taxation by 19-3-105; 

tetifl all benefits paid under the highway patrol 

retireMent law which are specified as exempt from taxation 

by 19-6-705; 

tf.t191 all Montana income tax refunds or credits 

thereof; 

t<!Jtl!!l all benefits paid under 19-11-602, 19- H-604o 

and 19-11-605 to retirea and disabled farefighters, the1r 

-2- HS 18 
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HB OOlt>/02 

surviving spouses and orphans; 

2 t~tlil all benefits paid by first- or second-class 

3 cities for the palicemen•s retire~nt syste~ provided for by 

~ Title 19o chapter 9. 

5 (31 In the case of a shareholder of a corporation ~ith 

6 respect to ~hich the election provided for under subchapt~r 

1 s. of the Internal Revenue Code of 1954o as a.endedo is an 

8 effect but with respect to Mhich the electton provided for 

9 under 15-31-202, as aaendedo is not in effect• adJUSted 

10 gross i nc0111e does not include any part of the co.rporation•s 

11 undistributed taxable inco.eo net operatinq loss, capital 

12 gains or othe~ gains. profttso or tosses required to be 

13 included in the shareholder•s federal tncoMe tax adJUSted 

14 gross income by reason of the 5aid election under subchapter 

15 s. However, the shareholder•s adjusted gross income shall 

16 include actual distributions fro• the corporation to the 

17 extent they would be treated as taxable dividends if the 

18 subchapter s. election were not in effect.• 

19 SECTION_ll __ ~,UCABit!~-!!:1!S AC~ill5U!LillASbE 

20 !EAR S_!l_5GIN~ING~AFTS!!_QfCEH§$R 3!L! 980. 

-End-

-3- HB 18 
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HOUSE BILL NO. 18 

INTRODUCED BY NOROTVEOT, COZZENS, ANDREASON 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: nAN ACT TO REDUCE INDIVIDUAL 

INCOME TAX ON INTEREST INCOME EARNED 9Y A TAXPAYER> AMENDING 

SECTION 15-30-111, MCAi__!~PROyiOIN~~!PPLICABihl!! 

QATE'.• 

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

Section 1. Section 15-JQ-111, HCA, is amended to read: 

"15-30-lll. AdJUSted gross income. ( 1) Adjuste<.l gross 

income shall be the taxpayer•s federal income tax adjusted 

gross income as defined in section bl of the Internal 

i~evenue Code of 1954 or as that section may be labeled or 

amP.nded and in addition shall include the following: 

(a) 1nterest received on obligations of another state 

or territory or county, ~nicipality, aistrict, or other 

political subdivis1on thereof; 

fb) refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduct1on of 

~ontana income tax liability. 

(21 Ae~u~~ed ~gtwlths1~9irrg__the _QLQyislg~_Qf _ _!he 

fggg~~!_!~!g~na!_~gy~~~~_i£Q~_of~~i_~~_!abeleQ_Q£_~~~ded, 

~Qj~~!ed gross income does not include the following which 
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HB 0016/03 

are exempt from taxation under this chapter: 

Ca} ~!l interest income from obligations of the United 

States government• the state of Montana, county. 

municipality. district. or other political subdivision 

thereof< 

i!:!L-l!!~~~incg!!!~~med_ju_a ta!I!:2Xer i!!_L taxable 

~~ !~f~£2~-~~-Hf2-~~€~€§~-E~HS€-F&R-fHE-f***B~E-¥EA~~ 

E*f~~9+~6--f~~~S~--E*PEM5E-9N-A-P~fNErP~t-RE5f&EHEE~ ~2-lg 

~nd_ln£l!!dln£ !!:T9~~ 56QQ f2~-~-taxp~~_!.i J ing a separate 

!.~!!!EL~!!1 !i:'...e~!'! !.!.!.~QQ for -~£!Ll2int £..!1Y!12!. 

f"l!tt i£1 all benefits received under the Federal 

Employees• Retirement Act not in excess of s3,b00> 

f«!H~ all benefits paid under the teachers• 

retirement law which are specified as exempt fro• taxation 

by 19-4-70&; 

+dt~ all benefits paid under The Public Employees• 

Retirement System Act which are specified as exempt from 

taxation by 19-3-105; 

tet1fl all benefits paid under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

tf-ti.91 all Montana inco•e tax refunds or credits 

thereof; 

t<Jtilll all benefits paid under 19-ll-002, 19-11-604, 

dOd 19-11-605 to retired and disabled firefighters. their 

-2- H8 18 
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surviving spouses ano orphans; 

2 t"till all benefits paid oy first- or second-class 

3 cities for the policemen's retarement system provided for oy 

4 Title 19, chapter 9. 

5 {3) In the case of a shareholder of a corporation with 

6 respect to which the election provided for under subchapter 

7 s. of the Internal Revenue Code of 1954, as amendeo, is in 

8 effect but with respect to which the election provided for 

9 under l'i-31-2U2t as amended. is not in effect, adJu,.ted 

10 gross income does not anclude any part of the corporation's 

11 undistributed taxdble income, net operating loss. capital 

12 gains or other gains, profits, or losses requared to be 

13 included in the shareholder's federal income taK .Jdjusted 

14 gross income by reason of the said election under subchapter 

15 s. However. the shareholder's adjusted gross income shall 

16 include actual distributions from the corporation to the 

17 eKtent they would be treated as taKable dividends if the 

18 subchapter s. election were not in effect.• 

19 ~~f!!q~_2•_-~ffklf~~lh!TY._~l~_!CT APPliES TJ TAXABlE 

20 yEA~Lg:GIN!:!ING_~FT£!LQ£.!;EM_!lER 3l!_l9BQ~ 

-End-

-3- HB 18 



SENATE STANDING CO~~ITTEE REPORT 
(Taxation) 

That House Bill No. 18 be amended as follows: 

1. Page 2, lines 7 and 8. 
Following: "year" on line 7 

April 6, 1981 

Strike: "IN EXCESS OF HIS INTEREST EXPENSE FOR THE 'rAXABLE YEARL 
l~UJ?ING_ INT~~E~T-~~E ON A PRINCIPAL RFSIDENC~' 



April 8, 1981 

SENATE C(]MHITTEE OF THE \\THOLE 

Proposed amendments to House Bill 18, third reading copy, as 
follows: 

1. Page 2, llnc 9. 
Following: "including" 
Strike: "$1,000" 
Insert: "$800" 

2. Page 2, line 10. 
Following: "and" 
Strike: · "$2,000" 
I n b (' r t. : II s1··~ G ifd " 



11. 

2. 

PROPOSED GOVERNOR'S AMENDMENTS TO HOUSE BILL NO. 18; 
REFERENCE COPY 1 AS FOLLOWS: 

Page 1 (Title), Line 6 
Following: '1TAxPAYER 11 

Insert: "AGE 65 OR OLDER" 

Page . 2. Line •. 6 . · 
Followtn9t . "tax;eayer" 
Insert.: "age 65 or · oldeli." 
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HOUSE Bill NO. 18 

INTRODUCED BY NOROTVEOT, COZZENSt ANDREASON 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A Bill FOR AN ACT ENTITLED: "AN ACT TO REDUCE INOIVIOUAL 

INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER AGE ~~ 

OLD~~; AMENDING SECTION 15-30-lllt MCAi_~~Q_PROYlQl~~ 

~PPblCA~!liT!_Q~TE." 

BE IT E~ACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-30-lllt MC A, is a""'nded to read: 

"15-30-Lll. AdJUSted gross income. ( l) Adjusted gross 

tncome shall be the taxpayer's federal income tax adjusted 

9ross tncome as deftned in section 62 of the Internal 

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

amenJed and in additton shall include the following: 

(a) tnterest received on obligations of another state 

or territory or county, municipal ityt distr ictt or other 

polttical subdtvision thereof; 

(b) refunds received 0f federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

"ontana income tax ltability. 

( 2) .djt>~ted ~ot!!'J.!.hS!.2_!!d i ~--~-_Q!.2~.LH~--Qf___!he 

!~~~!.~!-!~!~rn2l-~~~~~~_f21e of_!~2i-~1_!abele~_Q!._~~~Qed, 

21.H!~!~Q ]T 0 ss income does not include the followin~ which 
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HB 0018/04 

are exempt from taxation under this chapter: 

(a) 2!! interest income from obligations of the United 

States govern111ent, the state of Montana. county, 

municipality, district, or other political subdivision 

thereof; 

i~l __ inter~~!_i~~2~~~~~ed_Qx_2__!2!22~~ AG~--22~ 

OlD~~ i~--~---t~xab!~-~~2l !~-£li~55-9F=Hf5-fNf~R£5!-Eli~£N5E 

F9R-·H-I£=-'F•!!St£--!EARy=-Eli§:.!;;!;!BfN6==HHERE5'F=-E*PEN5E---!Iff--lt 

~~H~tf~!.!;;.=-RE5f.!j!~folt!:.! ~IL!2 and_!D:~ludj_!!_g !-h·9f!i! SBOO !!U:--.2 

taxQ~~~L-f.t!i!!!L.2-1!~~~ll._!.!l!!!!.!L~~£!_ ~i'Y999 !!~600 for-~ 

ill!!L!.!lturn~ 

~eti£1 all benefits received under the Federal 

Employees• Retirement Act not in excess of S3,600; 

~et.iQ! all benefits paid under the teachers • 

retirement law which are specified as exempt from taxation 

by l9-4-70o; 

tet~ all benefits paid under The Public Employees• 

Retirement System Act which are specified as exempt from 

taxation by 19-3-105; 

~tlll all benefits paid under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

t+tigl all Montana income tax refunds or credits 

thereof; 

tgti~ all benefits paid under 19-11-602. 19-ll-604. 
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and 19-11-605 to retired and disabled firefighters. their 

2 surviving spouses and ·orphans; 

3 t~till all benefits paid by first- or second-class 

4 cities for the policemen's retirement system provided for by 

5 Title 19, chapter 9. 

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

7 respect to which the election provided for under subchapter 

8 s. of the Internal Revenue Code of 1954, as amended• is in 

9 effect but with respect to which the election provided for 

10 under 15-31-202• as amended. is not in effect. adjusted 

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

12 undistributed taxable income• net operating loss, capital 

13 gains or other gains. profits, or losses required to be 

14 included in the shareholder's federal income tax adJusted 

15 gross income by reason of the said election under subchapter 

16 So However, the shareholder's adjusted gross income shall 

17 include actual distributions fro• the corporation to the 

18 extent they would be treated as taxable dividends if the 

19 subchapter So election were not in effect." 

20 1ff!ION~ __ APPklf~BlL!TYo ~li_~f!_~PPk!fi_!Q_!~~A~ 

21 YEAR S~fG l ~I NG -~ FT f!LQfC EH.!!f!LHL!.2~ 
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GO\'fRi\OR 

Tne Honorable Jean A. Turnage 
President of the Senate 
State Capitol 
Helena, Montana 59620 

The Honorable Robert L. Marks 
Speaker of the House 
State Capitol · 
Helena, Montana 59620 

April 15, 1981 

Dear Senator Turnage and Representative Marks: 

In accordance with the power vested in me as Governor 
by the Constitution and the la~wf the State of Montana, 
I hereby return House Bill No. 18 "AN ACT TO REDUCE INDF­
VIDUAL INCOME TAX ON INTEREST · COHE EARNED BY A TAXPAYER; 
Al1ENOING SECTION 15-30-111, MCA; AND PROVIDING AN APPLI­
CABILITY DATE," without my signature and recommend the 
attached amendments for the following reasons. 

I propose amending HB 18 to allow an $800 exemption on 
interest income to only those taxpayers-age 65 and over and 
to change the title accordingly. Exempting a portion of inter­
est income from federal income taxation is a major national 
priority of senior citizens for the 1981 White House Confer­
ence on Aging~ Montana can be in the forefront of this nation­
al movement by making this exemption from state income taxes 
exclusively for senior citizens. By amending HB 18 in this 
manner, we can assure that tax relief will go to those who 
truly need it--- the elderly, many of whom must exist on 
fixed incomes. · 

.:·:: ;-:· · .. · .. '.: ·_These. amen~ent~ ·w-~idd. red~e-~e· fis~ai ~impact 'of. HB -·.·-- ·. -~ .· ... _-.. 
::..<:~·-~: .18 ·.from $1·4" :millibn-_'to a.pproximatel~ $4 million •.. The com- ··· ·-
- · . - . binat"ion of~.-:HB:_'·1S~\.ftt.h.~ .. -tiiese .amendi:i.ents anct 'the property .. , ~--··-·:· 7· -·~-:. 
·.·::: :>- ·-ta)ccircuit.·bre·ak_er:;:will .. provide'-dual tax reform for ·senior~-~-:)··:~. :::-- .. ·,~ 
:~.~~s=-.:~~:'·. citizens -...., .. 3·prot"~-clion:·6f the :savings of . a .lifet;ime c>f .-. ' .. ·~:--.~:~· '': ·_-·.- . 
. ·. -- ·-::. .. . .. ,· ' ... . . . 

~ .. - .... ~ . . . 
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Senator Turnage and Representative Marks 
April 15, 1981 
Page Two 

hard work and financial security for the elderly living 
in the homes they have worked long and hard to buy and to 
maintain. 

I urge your concurrence in these amendments. 

Sincerely, 

&4b~ 
TED SCI·lWINDEN 
Governor 

.. 


