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~Bouse . BILL NOe _63

INTRODUCED BY MOORE

A BILL FOR AN ACT ENTITLED: ®AN ACT TO EXEMPT FROM  INCOME
TAXATION PRIVATE OR CORPORATE RETIREMENT BENEFITS NOT IN
EXCESS OF A CERTAIN AMOUNT; AMENDING SECTION 15-30-111y MCA;

AND PROVIDING AN EFFECTIVE DATE.®

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 15-30-111y MCAs is amended to read:
"15-30-111s Adjusted gross incoinee (1) Adjusted gross

income shall be the taxpayer®s federal income tax adjusted

gross +tncome as defined in section 62 of the Internal

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

ariended and in addition shall include the following:

{a} interest vreceived on obligations of another state
or territory or countys municipalitys districtsy or other
political subdivision thereof;

{t} refunds received of federal income taxs to the
exteat the deduction of such tax resulted in a reduction of
Montana income tax liabilitys

{2) Adjusted gross income does not include the
following which are exempt from taxation under this chapter:

{a) interest income from obligations of the United

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

(by all benefits received under the Federal Employees?®
Retirement Act not in excess of $3.600;

Lcl 2]} bepefitss not in excess of $3:600s received by
a__retired persop.as 2p asouitys pensions or eoadowment under
any private or corporate retirement plan or _Systems _except
those _received _under _a defined  compensation pragrams an
individual retirement account as defined in section 408  of
the _Internsl  Revepude Codes _as  amendeds or _any similac
program_in which contributions made by ag.individual are tax
exempl when first wade:

fe¥{dl all benefits paid under the teachers® retirement
Taw which are specified as exempt from taxation by 19-4-T7063

+d¥f{e) all benefits paid under The Public Employees®
Retirement System Act which are specified as exempt from
éaxation by 19-3-105;

+e¥tf) 2all benefits paid wunder the highway patrol
retirement Jlaw which are specified as exempt from taxation
by 19-6-705;

+f+{g)l all #¥ontana income tax refunds or credits
thereof;

+9¥{h) all benefits paid under 19-11-602y 19-11-604%,
and 19-11-605 to retired and disabled firefightersy their

surviving spouses and orphans;
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+h¥Li) all benefits paid by first- or second-class
cities for the policemen®s retirement system provided for by
Title 19y chapter 9e

{3) In the case of a sharehoclder of a3 corporation with
respect +to which the election provided for under subchapter
S5« of the Internal Revenue Code of 1954y as amendeds is in
effect but with respect to which the election provided for
under 15-31-202+ as amendeds is not in effecty adjusted
gross income does not include any part of the corporation®s
undistributed taxable incomey net operating loss, capital
gains or other gainsy profitsy or losses required to be
included in the shareholder®s federal income tax adjusted
gross income by reason of the said election undesr subchapter
S5« Howevers the shareholder®s adjusted gross income shall
include actual distributions from the corporation teo the
extent they would be treated as taxable dividends if the
subchapter S« election were not in effecte”

Section 2« Effective datee This act is effective on
passage and approval and applies to taxable years beginning
after December 31, 1980.

-End-
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STATE OF MONTANA

REQUEST NO. [_‘{(Q_’gt .

Form BD-15

FISCAL NOTE

In compliance with a written request received January 7 .19 8L, there is hereby submitted a Fiscal Note
for House Bill 63 pursuant to Chapter 63, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background informétion used in developing this Fiscal Note is available from the Office of Budget and Program Pianning, to members
of the Legislature upon request.

DESCRIPTION

An act to exempt from income taxation private or corporate retirement benefits not in
excess of a certain amount.

FISCAL IMPACT

‘There are no data available to estimate the fiscal impact of this proposal.

Office of Budéef and Program Planning
Date: !' 0¥l




STATE OF MONTANA
REQUEST No. ___46-81
- FISCAL NOTE

Form BD-15

n compliance with a written request received ___March 26 , 19 Bl there is hereby submitted a Fiscal Note
for . HOUSE BILL 63 25 19d 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 rmembers
of the Legislature upon request.

DESCRIPTION

An act to exempt from income taxation private or corporate retirement benefits not
in excesg of a certain amount.

ASSUMPTIONS

1. $250 million in private or corporate retirement benefits are paid to Montanans
annually, and of that amount, $220 million would be exempt from income taxation
under the proposed law. An explanation of the sources of these figures is attached.

2. The effective tax rate for persons receiving retirement benefits is 4%.

FISCAL IMPACT

FY 82 ‘ FY 83
Individual Income Tax Collections
Under current law $161.556 M $167.993 M
Under proposed law 152.756 M 159.193 M
Estimated Decrease ($ 8.800 M) ($ 8.800 M)
FUND INFORMATION
General Fund
Under current law ‘ $103.3%6 M $107.516 M
Under proposed law 97.764 M 101.884 M
Estimated Decrease ($ 5.632 M) ($ 5.632 M)
Earmarked Revenue Fund .
Under current law $ 40.389 M $ 41.998 M
Under proposed law 38.189 M 39.798 M
Estimated Decrease ($ 2.200 M) (S 2.200 M)
Sinking Fund *
Under current law $ 17.771 M $ 18.479 M
Under proposed law 16.803 M 17.511 M
Estimated Decrease ($ 0.968 M) ($ 0.968 M)

* A portion of this account may be transferred to the General Fund as Long Range
Bond Excess.

PREPARED BY THE DEPARTMENT OF REVENUE ;;Z;;;%Q/ijﬁtéézoy

BUDGET DIRECTOR
Office of Budget and Pronganning

Date: Z'— e -




STATE orFr MONTANA

DEPARTMENT OF REVENUE
MITCHELL BUILDING
HELENA, MONTANA 59601

March 30, 1981

MEMORANDUM

TO: “John M. Clark, Deputy Director, Department of Revenue

FROM: Tom Winn, Research Bureau Chief, Research & Information Division :&
SUBJECT: Preparation of Fiscal Note for HB 63

According to personal income statistics for Montana in 1979, $184 million

in federal, state or local government pensions or military retirement pay

was received by Montanans. According to consumer expenditure survey data
published by the U.S. Department of Labor (Bulletin 1959, p. 386) for

every $1 in government pensions paid to families with head over 65 years,

$1.17 in private pensions was received. Thus, it is estimated that $215
million in private pension benefits was received by Montanans in 1979.
Allowing for inflation, a more current estimate would be $250 million. An
analysis was conducted of the recipients of retirement benefits from P.E.R.S.,
sheriff's, government workers', highway patrol, police & firemen, judges'

and teachers' retirement programs; and it was determined that of the $41,661,524
in benefits paid, approximately $4,945,153 was in excess of the $3600
exemption allowed each recipient. Assuming that this projection would be
preserved in the private sector pensions, it was estimated that $220 million
would be exempted by HB 63 from private pensions.
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Arrroved by Committee
on Taxation

1 HOUSE 2TLL NO. 63 L municip3alitye fistricts or other political subdivision
2 INTRODUCET @Y MOORE 2 thereaf;

3 3 (b} all benefits received under the Federal Emgployees?®
& A SILL FOR AN ACT ENTITLED: AN ACT TO EXEMPT  FROM  ENCGHE 4 Ratirem>at Act not 1n 2xcess of $3,600;

s TaXATIUN PRIVATE  OR  CORPORATS  RETIKEMINT SENEFITS NOT [N g fe)__all nenefits, not in excess of $3,600y received by
& EXTESS OF A CERTAIN AMOUNT; AMENDING SECTION 15-30-111t, MCAS 3 BA-retired-person as_dan annuitys pensions or endowment under
7 AND PRUVIDING AN EFFECTIVE DATE.™ 7 Any _private or corporate retirement plan or systems except
§ 8 those received under 3 _defined__compansation_ _programs __an
9 BE TT ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANAC 9 andividual  retirement account a5 defined_in_section_ 403 _of
Lo Section le Section 15-30-11ke MCAy, 15 amended to read: 190 the Internal Revenue Lodey OF 19%% 9+ OR as THAY _SECTION_ _MAY
1 M15-309-1Fls Adjusted gross income. {1} Adjusted gross it PE__LABELED _OR amendeds _or _any _similar_program_in_which
12 incoms shall be the taxpayer®s federal income tax adjusted L2 contributions made by an__individual__are_ _tax _exempt when
13 jross incere as defiped in  section &2 of the Internal £3 first madej

14 fevenue (ode of 1954 or as that section may be labeled or i4 tey(d} ald benefits  paid  under the teachers®
1€ amznded and in addition shall include the following: 15 retirement law which are specified es exempt from taxation
l& ta} interest received on cobligations of another state 16 by 19-4-7063;

17 or territory or countys muniCipalitys districtse Or other 17 fd¥fe) all benefits paid under The Public Employees!
15 political subgivision thereof; 18 Retirement Systes ACt which are specified as exempt from
13 {b) refuncs raceived of federal income taxse ta the 19 taxation by 19-3-105;

20 extent the deduction of such tax resulted i1n 3 reduction of 20 te3i{f) a1l nenefits paid under the highway patrol
21 Mytana income tax liabilitye. 21 retirerent law which are specified as exempt from taxation
27 12y agjusted gross income does  not incluie t he 22 by 13-6-705;

23 followiag which zre exempt from taxation under this chapter: 23 tFr(4) 911 Montana ancome tax refunds or credits
D4 (3} inter st inceoire from wobliyation; of the uUnpted 24 thoerenf;

75 tatas Lovernments the state of MoNtanas countys 2& t9¥{h} at? Denefits paid under 19-11-502s 19-11-504,
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and  19-11-505% to ratired and disablec¢ firefighterss their
Survivinag spouses and orphans;

fthR¥(i) all henefits paid by first- or second-class
cities for the policeman's retirem:nt system provided for Ly
Title 19y chapter J.

{3 In the case of a shareholtder of a corporation with
respect +o which the election provided ter under subchapter
S« of the Internal Revenue Code of 1954 as amandeds 1S in
effect but witnh respact to which the election pgrovided for
under 1%-31-20:¢ as amandeds is not in effoct, adjusted
qroess 1ncome does not include any part of the corperationts
undistributed taxable incomes net oaperating TJTosse cupital
32ins  or other gainss profitss or losses reguired to be
tncluded 1n th: shareholder®s federal tincome tax adjusted
3ross 1ncome by reason of the said election under subchupter
Se ‘iowevers the shareholder®s adjusted gross incone shall
include actual distributions from the corporstion toe  tae
extent they would be treated as taxable divigends 1f the
subchapter 5. election were not in effactas™

Section 2. Effective dates This act is effecrive on
passaye ancg approval and applles to taxable yaars besinning
aftar December 31. 198D

-end-
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HOUSE BILL ND. 63

INTRODUCEC By MOORE

A BILL FOR aN ACT ENTITLED: “AN ACT TO EXEMPT FROM  INCGHE
TAXATION PRIVATE OR  CORPDRATE  RETIREMENT BENEFITS NOT 1IN
EXCESS OF A CERTAIN AMOUNT; AMENDING SECTION 15-30-11ts MLA;

AND PRUVIDING AN EFFECTIVE DATE.®™

BE IT ENACTYED 3Y THE LEGISLATURE OF THE STATE UF MONTANA:
Section le Section 15-30-111s MCAs is amended to read:
"15-30-111« Adjusted gross incomes (i) Adjusted gross

income shall be the taxpayer's federal income tax adjusted

gross income as defined in section 52 of the Internal

Revenue Code of 1354 or as that section may be labeled or

amended and in addition shaltl include the following:

{a) interest received on obligations of another state
or territory or countys municipalitys districte or other
poltitical subdivision thereof;

(b} refunds received of federal income taxs to the
extent the deduction of such tax resulted in 3 reduction of
Montana income tax liability.

{2) Ad justed gross income does not inciude the
following which are exempt from taxation under this chapter:

{a) interest income from obligations of the uUnited

States Gqovernments the state of Montanas countys
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HB 0063702

municipalityys districts or other political subdivision
thereof;

{b}Y all benefits received under the Federal Employees®
Retirement Act not in excess of $3,600;

{c]_all benefitss not_in excess of $3:600y received by

A—rettred-person as_an_annuityes pensions_or endowment under

any _private _or _corporate_retirement plan or_systems except

those received under 3 defined _compensation__programs__an

individual _retirement _account as defined in_section_408 of

the Internal Revenue Codey OF 1954+ 0OR as THAT SECTION _MAY

BE _LABELEC _OR amendeds _or _any _similar program_in_which

contributions made by _an__individual _are tax exempt when

first made;

fey{a} all benefits paid under the teachers”*
retirement law which are specified as exempt from taxation
by 19-4-706;

td¥f{e} all benefits paid under The Public Employees®
Retirement System Act which are specified as exempt Ffrom
taxation by 19-3-105%;

fe}(f} all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6~705;

+f¥{3) a¥l Montana income tax refunds or credits
thereof;

t9¥{h) all benefits paid under 19-1i-602y 19-11-5604,

2= HB &3
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and 19-11-605% to retired and disablad firefighterss their
surviving spouses and orghans;

t+h3fi}) 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 Rewvenue Code of 1754+ as amendeds is  In
effect but with respect to which the election provided for
under 15-31-202+ as amendeds is not in effacty adjusted
gross income does not include any part of the corporation®s
undistributed taxablie incomes net operating lossy <capital
jains  or other qgainss profitss or losses reguired to he
included in the shareholder®s federal income tax adjusted
gross income by reason of the said election under subchapter
Se Howevere the sharcholder?s adjusted gross incone shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
cubchapter S. election were not in effocte”

Section 2. Effective date. This act is effective on
passage and approval and applies to taxable years beginning
after December 3le 1980

-&nd-

-3~ H3 63
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HOUSE BILL NO. 63

INTRODUCED BY MOORE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO EXEMPT FROM INCOME
TAXATION PRIVATE OR CORPORATE RETIREMENT BENEFITS NOT IN
EXCESS OF A CERTAIN AMOUNT; AMENDING SECTION 15-30-1fls MCA;

AND PROVIDING AN EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 15-30-111s MCAs is amended to read:
®15-30-11l. Adjusted gross incomee (1) 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 municipalitys districts or other
potitical 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 liability.

(2) Adjusted gross income does not incTude the
following which are exempt from taxation under this chapter:

fa) interest income from obligations of the United

States qovernmernts the state of Montanas countys

W W N

@ =~ o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0063703

municipalitye districts or other political subdivision
thereof;

(b} all benefits received under the Federal Employees®
Retirement Act not in excess of 33+600;

[} all benefitss not in_ excess of $3y6808 $360,

received by--ad--vretired-—person S _3n_annuitys peansiony or

endowment under any private_or corporate retirement plan__or

system; y-exeept-those-received-under—a-defined—compensation

programy—-—an-—iadividuvatl—retiresent--account—as—defined—in

section-488-of-the-internai-Revenuve—Eodey B8F-—1954y--OR as

FHATF-—SECTION-—MAY——BE--LABELED--BR ansendedy—or-—sny-similer

program-in—which-contributions-made—by-an-individuat-are-teox

exempt-when-first-madetd

teyfd) alil benefits paid under the teachers®*
retirement law which are specified as exempt from taxation
by 19-4-T06;

td¥{e} all benefits paid under The Public Employees®
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

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

£Ff+{g} 311 Montana imncome tax refunds or credits
thereof;

+93({h} all benefits paid under 19-11-602y 19-11-604y

-2~ HB 63
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and 19-11-605 to retired and disabled firefighterss their
surviving spouses and orphans;

tMfi}) 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
S5¢ of the Internal Revenue Code of 1954+ as amendeds is in
effect but with respect to which the election provided for
under 15-31-202y as amendeds is not in effecty adjusted
gross income does not include any part of the corporation®s
undistributed taxable incomes net operating losse capital
gains or other gainss profitss or losses required to be
included in the shareholder®s federal income tax adjusted
gross income by reason of the said election under subchapter
Ss Howevers the sharcholder®s adjusted gross income shall
include actual distributions Ffrom the corporation to the
extent they would be treated as taxable dividends if the
subchapter S. election were not in effect."

Section 2. Effective date. This act is effective on
passage and approval! and applies to taxable years beginning
after Oecember 31, 1980.

~End-

-3 HB 63
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April

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 63 be amended as follows:

1. Page 2, line 5.

Following: "in excess of"
Strike: "$3,600"
Insert: "“$360"

2. Page 2, line 7 through line 13.
Following: "system" on line 7

insert: ";" .
Strike: Remainder of text through line 13.

13,

1981



