HOUSE BILL NOo. 186
INTRODUCED 3Y NORDTVEDT, COZZENS, ANDREASON

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTERE

IN THE HOUSE

January 6, 1981 Introduced and referred to
Committee on Taxation,

January 7, 1981 Fiscal note requested.

On motion by chief sponsor
Nepresentatives Cozzens and
Andreason were added as authors
to the prefiled bill,

January 14, 1981 Fiscal note returned.

March 4, 1981 Committee recommend bill do pass
as amended, Report adopted.

March §, 1981 3ill nrinted and placed on

: nembars' desks.

March 6, 1961 Motion pase consideration to
52nd legislative day.

March 10, 1951 Motion pass consideration to
60th leginlative Jday.

March 18, lesl Second reading, do pass,

March 19, 13%81 Correctly engrosaed.,

March 20, 1981l Third reading, passed, Aves, 667

Hoes, 27. Transmitted to Sensate,

It THE SENATE

#avch 21, 1931 Introduced and referred to Com-
mittee on Taxation,

April 7, 18B1l Committee recommend bill be con-
curred in &s amended., Report
adopted,



April &, 198l

April 9, 1981

April 11, 1981

april 15, 1981

April l6, 1381

On motion rules suspended,
311l referred to second reading

for consideration this dJday,

Second reading, concurred in
as amended,

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

Third reading, concurred in as
amended. Ayes, 38; Noes, 1ll.

IN THE HOUSE

Returned from Senate with amend-
mants .

Second reading, amendments con-
curred in,

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

Third reading, amendments con~
curred in. Ayes, 88; Noes, 2,
Sent to enrolling,

Correctly enrolled.

Signed by Speaker.

Bigned by President,

Ppelivered to Governor,

Returned from Qovernor with
recommended anmendnents,

S5econd reading, Governor's
anenkiments concurred in.

On motion rules suspended.
Governor's amendments placed
on calendar for third reading
thiﬂ (3&:{0



April 16, 198l Thirvd reading, Governor's
amendments concurred in.
Ayes, 713 hNoes, 25. Transmitted
to Senate,

IHN THE BENATE

april 20, 198l Second reading, Governor's
amegndments concurred in,

On motion rules suspended.
Governor's amendments placed
on calendar for third reading
this day,

Third reading, Governor's
amendments concurred in.
Ayes, 38; MNoes, 10.

I THE HOUSE

Aapril 21, 198l Returned from Senate, Con~
curred in. Sent to enrolling.

Reported correctly enrolled,
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HOUSE  gILL NQ. _18

INTRODUCED BY NORDTVEDT

BY REUGUEST DF THE REVEMNUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: - AN ACT TO REDULE INDIVIDUAL
ENCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER; AMENDING

SECTION 15-30-111e MCAL*

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANACZ
Section le Section 15-30-111¢ MCAe is amended to read:
"15-30-111. Adjusted gross incomee (1)} Adjusted gross

incone shall be the taxpayer®s federal income tax adjusted

gross income as defined in section 62 of the Internal
Revenus CLode of 1954 or as that section may be labeled or
amended and in addition shall include the following:
taj interest received on oblizations of another state
or territory oOr - countye municipalitys districts or other
political subdivision thereofs;

(b} refunds received of federal : income taxs to the
extent the deduction of such tax resulted in a reduction of

Montana income tax ltiabilitye

{2} +Adjusted Notwithstanding _the provisions_ of _the

faderal [nternal Revenue fode of 1954 as_labeled or amendeds

3djusted gross income does not include the following which

arg exempt From taxation under this chapter:
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LC 0315701

{a) all interest income from obligations of the United

States governments the state of Montanas countys
municipalitys districtes or other political subdivision
thereof;

{b) _interest_ _income__earned by a taxpayer in_a_taxable

year up_to_and including $12000 for_ a taxpayer - filing a

separate _return_and $2,000 for _each joint return.

th¥fc) all benefits received under the Federal
Employees® Retirement Act not in excess of $3+500;

teyf{d) all bDenefits paid under the teacners® retirement
Taw which are specified as exempt from taxation by 19-4-706;

td8¥{e]) a1l benefits paid under The Public Employees®
Retirement System Act which are specified as exempt From
taxation by 19-3-105;

te¥{f) all benefits paid wunder the highway patrol
retirement 1law which are specified as exempt from taxation
by 19-6-T05;

+£+{3) all Montana income tox refunds or credits
thereof;

t93(h} all benefits paid under 19-11-632¢ 19-11-60%s
and 19-11-605 to retired and disabled firefighterss their
surviving spouses and orphans;

th3f{1} all Denefits paid by Ffirst—- or second-class
cities for the policemen®s retirement system provided for by

Title 17+ chapter J.

INTRODUCED BILL
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{3 In the case of a shareholder of a corporation . with
respect to which the election provided for under subchapter
S5« of the Internal Revenue Lode of 1954 as amendedy 1is in
effect Dut with respect to which the election provided for
under 15-31-202¢ as amendedes is not in effectys adjusted
gross income does not include any part of the corporation®s
undistributed taxable incomes net operating losss cdpital
gains or other gainse profitse or losses required to be
included in the shareholder®s federal * income tax adjusted
gross income by reason of the said election under subchapter
5. Howeveres the sharecholder®s adjusted gross income shall
include actual distributions from the corporation to the
extent  th2y would be treated as taxable dividends if the
subchapter ‘S« election were not in effect.®

-End—

-3—



STATE OF MONTANA

REQUEST NO. _.._s5omgy—
FISCAL NOTE

Form BD-15
In compliance wiﬂ la v]\_/gtten request received January 8 , 19 81 ihere is hereby submitted a Fiscal Note
House B
for 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
COMMENT .
The above figure reptresents 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.

TD@;ML

BUDGET DIRECTOR
Office of Budget and Program Planning

Date:}“ [3""?\
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torroved by Committee
cn Taxation

HOUSE BILL NO. 18
INTRODUCED BY NORDTVEDTs COZZENSs ANDREASON

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT TC REQUCE INJIVIODUAL
INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER; AMENDING

SECTION 15-30-1tls MCAj; AND_PROVIDING _AN__ APPLICABILITY

DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-111s MCAs is amended to read:
®15-30-111. Adjyusted gross income. {1l) 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 labeled or

amended and in addition shall include the following:

{a) interest received on obligations of another state
or territory or countys municipalityy districts or other
political subdivision thereof;

{b) refunds received of federal income taxs to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liabilitye

{2) Adyusted Notwithstanding _the prowvisions of _the

fegeral internal Revenue Code of 1954 as_labeled_or amenceds

adiusted qgross income does not include the follewing which
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HB 00:18/02

are exempt from taxation under this chapter:

{a) all interest income from obligations of the United

States government. the state of Montanas countys
mmicipalitys districts or other political subdivision
thereof;

{b) __interest _income earned by a_taxpayer_ in_g__taxable

year IN_EXCESS OF HIS_ INTEREST EXPENSE _FOR_THE TAKABLE YEAR,

EXCLUDING _INTEREST_ _EXPENSE ON_A PRINCIPAL RESIDENCEs up to

and_including 3$1.+000 for_ a3 taxpayer filing a_separate_return

and $24000 for each_joint returne

td¥ic) all benefits received under the Federal
Employees?® Retirement Act not in excess of $3:600;

tey{d} ali benefits paid under the teachers*
retirement law which are specified as exempt from taxation
by 19-4-706;

t+d¥(ej all benefits paid under The Public Empioyees?
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

tey(f) all benefits paid under the highway patrol
retirement law which are specified as exempt from taxetion
by 19-6-7T053;

¢F3(q) all Montana income tax refunds or credits
thereof;

tgrih) altl benefits paid under 19-1k-60de 19-11-604s

and 19-11-60% to retired and disabled firefighterss their

-2~ HB 18
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surviving spouses and orphans;

th¥{i) all benefits paid by first— or second-class
cities for the policemen®’s retirement system provided for by
Title 19y 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 1934+ 35 amendedy is in
effect but with respect to which the election provided for
under 15-31-202, as amendeds is not in effects adjusted
gross income does not include any part of the corporation®s
undistributed taxable incomes net operating Jlosss capital
gains or other gainses profitse or losses required to be
included in the shareholder®s federal income tax adjusted
gross income by reason of the said election under subchapter
Se Howevers the sharcholder®s adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter S. election were not in effects™

SECTION 2o APPLICABILITY. THIS ACT APPLIES TO TAXASLE

YEARS BEGINNING AFVER DECEMBER 31y _1980s

~End-

-3- HB 18
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HOUWSE BILL NO. 18
INTRODUECED BY NORDYVEDTs COZZENSs ANDREASON

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR An ACT ENTITLED: ™AN ACT TO REDUCE INOEVIOUAL
INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER; AMENCING

SECTION 15-30-11le MCA; AND__PROVIDING _AN__ APPLICABILITY

DATE.*

BE 1T ENACTEQ B8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-11ils M{CA» is amended to read:
"15-30-111. Adjusted gross income. (1} Adjusted gross

income shall be the taxpayer®s federal income tax adjusted

gross income as defined in section 62 of the Internal

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

amended and in addition shall include the following:

(a) interest received on obligation; of another state
or territory or countys municipalitys districts or other
political subdivision thereof;

{b) refunds received of federal income taxe to the
extent the deduction of such tax resulted in a reduction of
Montana income tax ltiabilitye

(2} Adjusted Notwithstanding the provisigns of _the

federal Internal Revenue Code of 1954 _as_labeled_or_ amendeds

adjusted qross income does not include the following which
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are exempt from taxation under this chapter:

{a} all interest income from obligations of the uUnited
States governmenty the state of Montanas countye
municipalitys districts or other political subdivision

thereof;

{b) __interest_income earned by a taxpayer_in a_ _taxable

yesr IN_EXCESS OF _HIS INTEREST EXPENSE FOR_THE TAXABLE YEARs

EXCLUDING INTEREST EXPENSE ON_A PRINCIPAL RESIDENCEs up to

and_including $1.,000 for a taxpayer filing a separate return

and_$2+000 for each_joint returns

tb¥f{c) all obenefits received under the Federal
Employees® Retirement ACt not in excess of $34600;

te¥{d} al} benefits paid under the teachers®
retirement Faw which are specified as exempt from taxation
by 19-4-706;

tdrfe} all benefits paid under The Public Employees’
Retirement System ACt which are specified as exempt from
taxation by 19-3-105;

t+e41f) al'l benefits paid wunder the highway patrol
retirement law which are specified as exempt from taxation
by 19~-6-105;

t#3({g) all Montana income tax refunds or credits
thereof;

tg9¥fh) all benefits paid under 19-11i-602y 19-11i-604,

and 19-i1-605 to retireg and disabled firefighterss their

—2- HB 18
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surviving spouses and orphans;

t+h¥[i) all benefits paid by first- or second-class
cities for the policemen®s retirement system 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 {ode of 1954s as amendeds S in
effect but with respect to which the election provided for
under 15-31-202y as amendede is not in effecty adjusted
gross income does not include any part of the corporation®s
undistributed taxable incomes net operating losss capital
gains or other gainss profitsy or losses required to be
included in the shareholider®s federal income tax adjusted
gross income by reason of the said election under subchapter
Se Howevers the shareholder®’s adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter Se. election were not in effect.™

SECTION 2+ _APPLICABILITY. THIS ACT APPLIES TD TAXABLE

YEARS BEGINNING AFTER DECEMBER 31y 1980,

—End~

~3- HB 18
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HOUSE BILL NC. 18
INTRODUCED BY MORDTVEDT. (OUZZENSs ANODREASON

B8Y REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: "aN ACT TO REQULE INDIVIDUAL
INCOME TAX ON INTEREST INCOME EARNED 8Y A TAXPAYER; AMENDING

SECTIOGN 15-30-111s MCA; AND PROVIDING AN __APPLICABILITY

DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-111» MCAs is amended to read:
"15-30-11le Adjusted gross incomes. (1) Adjusted gross

income shall be the taxpayer's federal income tax adjusted

Ggross income as defined in section 62 of the Internal

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

amended and in addition shall include the following:

{a) interest received on cobligations of another state
or territory or countys municipalitys cistricts or other
political subdivision thereof:

{b) refunds received of federal income taxs to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liabilitye

{¢}) Adjusted Notwithstanding the provisions of the

federal Internal Revenue Code of 1954 as labeled_or amendeds

adjusted gross income does not inciude the following which
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are exempt from taxation under this chapter:

(a) all interest income from obligations of the United
States governments the state of Montanas Countys
municipalitys districty or other potitical subdivision
thereof;

{b) _interest _income earned by a taxpayer_in a _taxable

year IN-EXEESS-OF-HES-EINFEREST-EXPENSE-FOR-FTHE-FAXABLE-¥EARY

EXEEUDING——INFERESTF-—EXAPENSE-ON-A-PRENEEPAL—RESIBENEEY up to

and_including $¥v098 $800 for_a_taxpayer Ffiling_ _a separate

return_and $2vS8688 51600 for each joint retufne

+h¥{c} al benefits received under the Federal
Employees® Retirement Act not in excess of $3+600;

feyid)} altl benefits paid under the teachers?®
retirement law which are specified as exempt from taxation
by 19-4-7063

+d¥{e} a1 benefits paid under The Public Employees’
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

tey{f) all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

+£#+{q)] all Montana income tax refunds or credits
thereof;

t9¥{h} all benefits paid under 19-11-602y 19-11-604s

and 19-11-605 to retired and disabled firefighterses their

-2- HB 18
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surviving spouses ana orphans;

th¥(i) alt benefits paird vy First— or second-class
cities for the policemen's retirement system provided for oy
Title 19y 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 1954y as amendeus is in
effect but with respect to which the election provided for
under 15-31-202, as eaemendeds {35 not in effects adjusted
gross income does not i1nclude any part of the corporationts
undistributed taxable incomes net operating losss capital
gains or other gainss profitsy or losses reqguired to be
included in the shareholder's federal income tax adjusted
gross income by reason of the sa3id election under subchapter
S« Howevers the sharehoclder's adjusted gross income shal?
include actuwal distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter 5. 2lection were not in effecte™

SECTIUN 2. APPLICABILITY., _THIS ACT APPLIES T3 TAXABLE

YEARS BEGINNING AFTER DECEMBER 3isy 1380,

-End-

~3- HB 18



April 6, 1981

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 18 be amended as follows:

1. Page 2, lines 7 and 8.
Following: "year" on line 7
Strike: "IN EXCESS OF HIS INTEREST EXPENSE FOR THE TAXABLE YEAR,




April 8, 1981

SENATE COMMITTEE OF THE WHOLE

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

l. Prage 2, linc 9.
Following: "including"
Strike: "$1,000
Insert: "$800"

2. Page 2, line 10.
Following: "and"
Strike: "$2,000"
Insert:  "Ss1,600"



2,

'PROPOSED GOVERNOR'S AMENDMENTS TO HQUSE BILL NO.

REFERENCE COPY, AS FOLLOWS:
Page 1 (Title), Line 6
Following: = "TAXPAYER"

~Insert: "“AGE 65 OR OLDER"

Page 2, Line 6
FOl‘leing;:f} "taxpayer" .
Insert: "agéu“j or -oldex."

i8
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HOUSE BILL NO. 18
INTROQUCED BY NORDTVEDTe COZZENSs ANDREASON

8Y REQUEST OF THE REVENUF OVERSIGHT COMMITTEE

A BILL FOR AN ACTY ENTITLED: ®™AN ACT TC REDUCE INDIVIOUAL

INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER AGE 65 OR

OLDER; AMENDING SECTION 15-30-111s MCA; AND_PROVIDING AN

APPLICABILITY DATE.™

BE TT ENACTED BY THE LEGISLATURE OF THE STATE GF MONTANA:
Section l. Section 15-30-1Ills MCAs is amended to read:
*15-30-11lle Adjusted gross incomee {1l) Adjusted gross

tncome shali  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 labeled or

amended and in addition shall include the following:

{e} interest received on obltigations of another state
or territory or countys wmunicipalityes districts or other
potitical subdivision thereof;

{by refunds received of federal income taxe to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liabilitye

{2) Adyusted Notwithstanding _the provisions__of _the

Federal Internal Revenue (ode of 1954 _as_labeled_or_amendeds

adjusted gross income does not include the following which
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are exempt from taxation under this chapter:

{a) all interest income from obligations of the United

States governments the state of Montanas countys
municipalitys districts or other political subdivision
thereof;

(b} interest_income earned by a_ taxpayer AGE 65 OR

OLDER in__a__taxable _year IN-EXEESS-OF-HIS—INFERESF-EXPENSE

FOR-FHE- —TFARABLE——¥EARy -~ EXELGDEING - —INFERESTF——EXPENSE--BN-—A

PRINEIPAL-—RESIBENEEYy up to_and including $itvyB80 3800 for a

taxpayer filing a separate return and $2y888 %$l+600 for each

to¥{c} all benefits received under the Federal
Employees® Retirement Act not in excess of $3.6003;

tey{d) ati benefits paid under the teachers®
retirement law which are specified as exempt from taxation
by 19-4-706;

ta¥{e) all bpenefits paid under The Public Employees?®
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

ter{f) alt benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-705;

+£¥{g} all Montana income tax refunds or credits
thereof;

+g+{h) 3l) benefits paid under 19-11-602s 19-11-604s

-2~ HB L8
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and 19-11-605 to retired and disabled firefighterss their
surviving spouses and orphans;

th¥fi) 31! benefits paid by first- or second-class
cities for the policemen's retirement system 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
5. of the Internal Revenue Lode of 1954+ as amendeds i5 1IN
effect but wWith respect to which the election provided For
under 15-31-202+ as amendeds IS not in effectsy adjusted
gross income does not include any part of the corporation's
undistributed taxable incomes net operating losss capital
gains or other gainse profitss or losses reguired to be
included in the shareholder®s federal income tax adjusted
gross income by reason of the said election under subchapter
5« Howevers the shareholder®s adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter Se. election were not in effectes™

SECTION 2o APPLICABILITY. THIS ACT APPLIES TO _TAXABLE

YEARS BEGINNING AFTER _DECEMBER_31s 1980

-End-

—3- HB 18



€ State of Wontaun €
Nitice of the Huvernor
Helewn 39620

TED SCHWINDEN

GOVERNOR

April 15, 1981

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

Dear Senator Turnage and Representative Marks:

In accordance with the power vested in me as Governor
by the Constitution and the law f the State of Montana,
I hereby return House Bill No.gigf/"AN ACT TO REDUCE INDI-
VIDUAL INCOME TAX ON INTEREST INCOME EARNED BY A TAXPAYER;
AMENDING 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
flxed incomes.

, These amendments wauld.reduca the flscal 1mpact of BB 7T

‘18 from $l4 mllllon to -approximately $4 million. . The com~ ..
. bination of HE' 18 with. these amendments and.'the propenty “ _
tax circuit hreaker” ‘Wil provide’ dUdl tax reform for ' senior .
'cmtlzens ““-'protecflon of the . sav1nqs of a. llfetlme of




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,

Lot Ao el

TED SCHWINDEN
Governor




