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WJl.l.S.l; BILL ND• -li,;L_ 

INTI!.DDUCEO BY HOORE -------------------------

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXEMPT FROM INCOME 

TA~ATIDN PRIVATE DR CORPORATE RETIREMENT BENEFITS NOT IN 

EXCESS OF A CERTAIN AMOUNT; AMENDING SECTION 15-30-111, I'ICA; 

AND PROVIDING AN EFFECTIVE DATE.• 

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

Section I. Section 15-30-111, HCAo 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 Code of 1954 or as that section may be labeled or 

ar.1ended 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; 

(bl refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(2) Adjusted gross income does not include the 

following which are exeapt from taxation under this chapter: 

(a) interest income from obligations of the United 

States government, the state of Montana, county, 
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municipality, district, or other political subdivision 

thereof; 

(b) all benefits received under the Federal Employees• 

Retirement Act not in excess of $3,600; 

~ all beoefi~_nQt_in_e~of S3o600s received__~ 

~--Leti~~~~go_a~onuit¥1-~~~t:_endowment uodec 

lW.:t:-12t:.iu:t.e_w:_s:w:p~~LWBi!D.t_Rl.an-gr. 5¥ s teh-~ 

tb2~ r.eceived-~ a defLDeg compeosatigo pr.ograRL-aQ 

indjyjdual_cetlremeot accpynt ~d~fjned in sectjgo ;os gf 

~-lnteLnal__~~nye Codes as__amended• gr. an¥ sjmjlar. 

12J:Qgt:am io which cgntr!bytjoos made ux an jodjyldyal ace tax 

~~mpt~beo_!ic~-~i 

tetldl all benefits paid under the teachers• retire•ent 

law which are specified as exe•pt from taxation by 19-4-706; 

tdti~ all benefits paid under The Public Employees• 

Retirement System Act which are specified as exempt fro• 

taxation by 19-3-105; 

tetl£1 all benefits paid under the hiqbway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

t+tLgl all Montana income tax refunds or credits 

thereof; 

t~tLbl all benefits paid under 19-11-602, 19-11-604, 

and 19-11-605 to retired and disabled firefighters, their 

survivino spouses and orphans; 

-2-
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1 thtill all benefits paid by first- or second-class 

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

3 Title 19t chapter 9. 

4 (3) In the case of a shareholder of a corporation Nith 

5 respect to Nhich the election provided for under subchapter 

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

7 effect but with respect to Nhich the election provided for 

8 under 15-31-202t as amendedo is not in effect 7 adjusted 

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

10 undistributed taxable income, net operating loss, capital 

11 gains or other gains, profits, or losses required to be 

lZ included in the shareholder's federal inco•e tax adjusted 

13 gross income by reason of the said election under subchapter 

14 s. Howevero the shareholder's adjusted gross income 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 Section z. Effective date. This act is effective on 

19 passage and approval and applies to taxable years beginning 

20 after December 31, 1980. 

-End-

-3-
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STATE OF MONTANA 

FISCAL NOTE 

Form RD-15 

In compliance with a written request received Jammry 7 , 19 .Jll.._, there is hereby submitted a Fiscal Note 

for House Bill 63 pursuant to Chapter 53, Laws of Montana, 1965- Thirty·Ninth Legislative Assembly, 

Background information used in developing thi$ Fiscal Note is available from the Office of Budget and Program Planning, 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. 

BUDGET DIRECTOR 
- . 

Office of Budget and Program Planning 

Date: 1- 1 D ~ Y I 



STATE OF MONTANA 
REQUEST NO.__ 46-81 

FISCAL NOTE 

Form BLH5 

In compliance with a written request received March 26 19 _llL_ , there is hereby submitted a Fiscal Note 

for JiOU~..BILL.~6..1~ a~~~j3~~d pur~ua~t to 'Title_ 5, C~apter 4, Part 2 o~ the Montana Code Annotated (MCA). 

Background mformat1on used m developmg th1s F1scal Note IS available from the Off1ce of Budget and Program Planning, 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. 

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 

Individual Income Tax Collections 
Under current law 
Under proposed law 
Estimated Decrease 

FUND INFORMATION 
General Fund 

Under current law 
Under proposed law 
Estimated Decrease 

Earmarked Revenue Fund 
Under current law 
Under proposed law 
Estimated Decrease 

Sinking Fund * 
Under current law 
Under proposed law 
Estimated Decrease 

FY 82 

$161.556 M 
152.756 M 

($ 8.800 M) 

$103.396 M 

97.764 M 

($ 5.632 M) 

$ 40.389 M 

38.189 M 
($ 2.200 M) 

$ 17.771 M 
16.803 M 

($ 0.968 M) 

FY 83 

$167.993 M 
159.193 M 

($ 8.800 M) 

$107.516 M 
101.884 M 

( $ 5. 632 M) 

$ 41.998 M 
39.798 M 

($ 2.200 M) 

$ 18.479 M 
17.511 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 

BUDGET DIRECTOR 

Office of B~get and _Pr~raPJ, 'Ianning 

Date: .:3..=:_3_Q__Jf.L 



DEPARTMENT OF REVENUE 
Ml"tCHELL 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 

SUBJECT: Preparation of Fiscal Note for HB 63 

Division~ 

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 
evecy$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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H8USE ~ILL NO. ?> 

INTFQDUCEC Ay ~OOR~ 

Ac-rroved by Cu;unittl"e 
en Taxation 

A "ILL FOR A~ ACT E~TITLEC: uAN .1\C r ru EXEMP~" FR:J~ INU"·~f 

TAXATI'J'• PtdVAE OR COt<POi!ATE RfTL<EM 0 NT :\E\cFITS ~OT l·'J 

FXCcSS UF A CEi!TAI~ A"'OU~T; A"'EIIIDit.G SECTIO!I< 15-30-llt, :·tCA; 

I~J PRuVIOihG A~ EFFECTIVE DATE.• 

P.l' fT EN~CH:;J 3Y THl: LEGISLATURE OF THE STAH IJF I'ONTANft.: 

Section l. S~ction 15-30-lll, M(A, is am2nJed to read: 

"l'i-3'1-111. Adjusted gross income. (l) AdjusteJ yross 

i n....:.O'l1 e c;h::;~ll be the taxpayer's fe.jeral income tax ac1JUSte<1 

~ro>s I nco.we a.:. defined in section 62 of tne Intern;] 

Revunuc (octe of 1154 or as that sect1on may be labeled or 

am.tn,'ed anj in <Jddltion shall include the following: 

(a) 1nterest received on obltgations of ~nother st~tP 

or territory or county• mun1cipal ity. district, or other 

p0l i tical subo1 vi S.l on the-reof; 

(b) r~fur10~ raceived of federal income tax .. to the 

0xtent the deduction of such tax resJlted 1n ~ reduction of 

-\olu"·L~-n.a inccvne t.dllf 1tability. 

l?) Acl jlJ5tc>d gross 1 n<: o~ne does. not 1 nc lu·!e t h'e 

follo•11-• ""''ch -;r? ""''mpt from taxation under this chJpter: 

( ~) 1 nter :• :at 1 nc orre from u!:Jtil.jation:. of the Un1te~1 

: t --<t_ £! 5 -·~overninent, t'le state> of Mon tdn a., county, 

He oa63/02 

muni c t:J.::ll i ty .. li>trict, or oth~r political suhd :ivi s ion 

l th,_;oreof; 

' (t•) dl I benefits receiv~d under the F~deral Em~ lovees• 

4 Q-;_·t_trFm~.lt Act not 1n exce-ss of $1,.600; 

5 1~1_-2!l_J£~Pfl~~-n2!_~~-g~££22_2f_1~£0'J~-L~££iYg2 ~~ 

6 ~=~~!~~~1=~~~~~~ ~~-~~-~~nui!~-~~~12~~-Qr_~ndg~~~~!--~~QgL 

7 an~ __ Q!l~~!~--2~-~2~22~~!~-!~!lL~~~!_Ql~~-2£~~~~~~-~~~~Q! 

B !b2~~-r~~fi~~Q-~~2~L--~--~~fl~~Q_-f9~~~~!l2~--~2~r~~-~~ 

9 !ndtYl2~~~--rg1i~~~~!--~~£~~~!_~_Qef!Qed_i~-~~ctiQ~~QQ_~f 

10 !b~-l~~~L~2l_E~~~~~~-~QQgi 2f_!~S4._Q~ 2~ I~~! __ SEC!!ON_~~ 

11 ~I __ _ l,.!'i';'IU!L _Q!l 2!!'" ng~1L-2L_i!!!Y __ ~l'!!ll2LQ£29L2'!!_i!!_l!'bi£j 

12 co~!£i2~!~~~~~~~-Qy_~~--!~divlQua! __ ~L~-!~~--~~~~~! __ ~ht~~ 

13 f.i!:~!-~].Q~i 

14 t"i121 al I benefits paid under the ttacher-s~" 

15 retir<'""'nt law which are specified as exempt from taxation 

16 by l'l-4-706; 

17 tdH!U all benefits pai1 under The Publ tc Employees• 

18 ~et1rem~nt Syst•~nl Act whjch are spPCified a5 exempt fr;:,m 

19 taxatio~' by 19-3-185; 

20 t"ilfl all ~Pnefits pa1d under the highway p~trol 

?l r t? ~ t r i? rr.~: n t .~w wh1ch arP spectfie<l dS exeMpt frow tax~tion 

22 by H-6-705; 

23 tf"tlJl al 1 -~ont ~na 1ncome tax refund~ or c r ""' ts 

24 th~·renf; 

2~ t<Jtibl all ~en0ftts pdid un~er 1''-11-60.'. 19-11-,1!4. 

-2- HB 63 
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and 19-ll-605 to r~tireo and dis~~ed firefighter~. thetr 

2 survivin~ spouse~ .~nJ or~hdns; 

t"tL.i.l all hpnc>fit~ patd by first- or second-class 

4 ctttes for the poltceman•s ret1re~~nt system ~rov1d~rl for Ly 

5 T 1 t I e 19 • c '1 ~pte r ·~ • 

6 [ 3 I Ir. the c.•se of a sharehol,ier of a corpot•t10'' ~>ith 

r••spect to whtch the election provided for under subciHf!ter 

8 s. of the Internal ~evenue Code of 1954• as d~~nded• IS tn 

9 effect but w1 tn respPct to which the election provided for 

10 

ll 

und<>r 15-31-ZO.' • as umendeJ. 15 not in eff~ct, cl-dJ us.tet.1 

gross tncome does not lnc lude any pdrt of th~ corporat1on•s 

12 undistrtbutcd tdxable income, net operdtinq loss. c.1p1t-~l 

l3 

14 

'Jains. or ottk•r rJ~inst: prot1ts• 0 r 1 OS Sf.:' 5o r P .:jU I r t-_' d t 0 ~Jt~ 

tncluded tn th~ shareholder's federal income tax ddJUSterl 

15 yros s 1 nco me b•t rea s.on of t.he sn id e I ec t ion under subch,_,pter 

lb s. l-iowe-vpr., t~,e sha..-ehoJder"s ar1JUol;]t-eG gro-ss 1nco~ne -shd) 1 

17 1nclude actual dJStribut.Jons ~rom the corrorjtion t0 tnf 

13 extent they would be tredted as t~xdble uivi~ends 1f thL 

lQ ~ubchapter ~. elect~on ~ere not 1n eff~ct.•• 

20 Section 2· Effect1ve date. Th•s dCt l'i pfft.•Ct.lv~~ on 

21 passac;e and approval and appl i.-s to t'Jxabl e ,~,drs be·~i nning 

22 aft.,r o.,cember 31. 19e•J. 

-t:nd-

-3- Ho bJ 
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H8USE BILL NO. 63 

INTRODUCED ~y MOORE 

A 13ILL FOR Ai'l ACT ENTITlED: "AN ACT TO EXEI'IPT FROM INCOJ'IE 

TAXATION PRIVATE OR CORPORATE RETIREMENT BENEFITS NOT IN 

EXCESS OF A CERTAIN AMOUNT; AMENDING SECTIO~ 15-30-lllo MCA; 

A~D PRUVIDING A~ EFFECTIVE DATE.• 

BE IT ENACTEJ oY THE LEGISLATURE OF THE STATE ~F MONTANA: 

S.ec t ion 1. 

"l5-30-11lo 

Section 15-30-111• MCA, is amended to read: 

Adjusted gross income. (l) AdjusteJ gross 

inco"'e shall be the taxpayer's federal income tax adJUSte~ 

'Jross income as defined in section 62 of the Internal 

Revenue Code of 1954 or as that section may be ~abeled or 

am~nded and in addition shall include the following: 

(a) 1nterest received on obligations of another st~te 

or territory or county. municipality. district, or other 

political subdivision thereof; 

(b) refunas received of federal income tax. to the 

extent the deduction of such tax resulted 1n o reduction of 

Montana income tax liability. 

12) Adjusted gross income does not include t~ 

followi C>CJ wO,ich are exempt from taxation under this ch~pter: 

(a l interest 1 ncome from obl iyations of the United 

Stn tes <jov-ernment, the state of Montana, county. 
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municipality• 

thereof; 

district, or other political subdivision 

(b) dll benefits received under the Federal Employee~· 

RetiremPnt Act not in excess of S3,bOO; 

Lfl ___ a!l_2~nef!1~_not_i~-~xce~~g£_!~~OOL_Lece!~~Q ~ 

~=~~~~~~~=~~~~e~ ~~-~n_~~~l1~-~~i2DL-2!_~ndg~~~1--~nd~£ 

any __ ~riY~~~-_Qf_~Q~22~~1~-~etir~~~1-2l~~-2L-~Y~1~~~-~~~Q~ 

!b22~f~£~~ed_~nder __ 2 __ Q~£ineg_~2~~~2ti~_QLQ9£~~~ 

indiyid~2! __ retir~~~!--~~£Q~D!_~-1~fi~ed_i~-~~cti2~-~Q~2f 

lh~_l~l~L~~l_Egy~~~~-~QQ~~ QE_l254o_Q8 2~ I~t! __ SEC!!ON __ MAY 

~I __ h!~Ih~Q _ _Q~ ~~eng~2L __ g_r __ 2Qt __ ~l~i~£_QLQ9ra~_in_~~lch 

£2~1£!2~li2~2-~~~g_Qy_~~--individua! __ ~£g__l2~-~~~--whe~ 

fi£~i-~~Q~i 

tet12l all benefits paid under 

retirement 1 aw which are specified as exempt 

by 19-4-706; 

the teachers• 

f r om tax at i on 

t~t~~ all benefits pai1 under The Public Employees' 

Ret1rement System Act which are specified as exempt 

taxation by 19-3-105; 

from 

t,.t ill all benefits paid under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

t+'tlsll all 

thereof; 

Mont dna income t.ax 

t9tibl all henefits pa1d undPr 

-2-

refunds or credits 

19-li-602. l9-1l-b04• 
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1 and 19-11-605 to ~eti~ed and disabled firefighters, their 

2 su~viving spouses dnd orphans; 

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

4 cities for the polacemen•s retiremant system provaded for by 

5 Title 19, chapter 9. 

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

1 respect to which the election provided for under subch~pter 

8 

9 

10 

11 

5. of the Internal Revenue Code of t954o as amended, i<, in 

effect but w1tn respect to which the election provided fur 

under 15-31-202o as amended, is not in eff~cto adJUSted 

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

12 undistributed taxable income, net operating loss, capitdl 

13 ']alns or other gains. profits• or losses requir+cd to he 

14 included in tho• shareholder's federal income tax adjusted 

15 gross 1ncome hy reason of the >aid election under subchapter 

16 s. 'lowevero t~e 5hareholder'5 ar1ju~teo gross inco,ne shal I 

17 anclude actual distrabutions from the corpor~tion tu the 

18 .:xtent they .. auld be treated dS tax,ble JivtdenJs if th<: 

1~ <ubchapter >• election we~e not in eff~ct." 

L'O Section z. Effective date. This dCt is effective on 

21 passage and approval and applies to ta~able years beginning 

22 aft.er December 3lt 1980. 

-End-

-3- f18 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 15-3Q-lllt MCA; 

AND PROVIDING AN EFFECTIVE DATE.• 

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

Section 1. Section l5-3Q-lllt MCAt is a~nded to read: 

"15-30-lll. Adjusted gross inc~. (1) Adjusted gross 

inco~e shall be the taxpayer's federal income tax adJUSted 

gross inco•e as defined in section 62 of the Internal 

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

aMended and in addition shall include the following: 

(a) interest received on obligations of another state 

or territory or county, 8Unicipalityo district. or other 

political subdivision thereof> 

(b) refunds received of federal inco•e taxo to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(2) Adjusted gross income does not include the 

following which are exempt froa taxation under this chapter: 

(a) interest inco•e from obligations of the United 

States gave r n 111ent, the state of Montanao county, 
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~Mmicipalityo 

thereof; 

HB 0063/03 

district• or other political subdivision 

(b) all benefits received under the Federal E~loyees• 

Retirement Act not in excess of 53o6DO; 

(c) all benefits, not in excess of !~r688 S360o 

received ~::::!!=~t.-ed~n!!!! n~~~ pension~ 

end~w~nt under any private or corporate retirement plan or 

syste:!.i_ ~~_!;-~e-f'eeetved-ttftde-e-deftned-eet!!p~~*-

2~~f'a.y~-en--tndtvtd~e~--.. e~f'eaen~--eeeoti~--es-de++ned-tn 

see~t&n-~&8-e~-~he-+n~ef'fte+-Aeve~-Eodev ~F--~9§~y--9A ~ 

'FH.Io'I'--5EE-f+SN-..... -BE--bl8EtE9--8R _!!CM6y__.-!!!)'-~•tl-ll!lt" 

~~f'em-tft-Wftte"-e~f'te~tens-m.ee-by-en-tndj~+d~4+-ef'e-~ex 

ew~t-•~-~tf'~~-med~ 

~tffi all benefits paid under the teachers• 

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

by 19-~-706; 

tdt~ all benefits paid under The Public Employees• 

Reti re~~ent Syste111 Act which are spec Hied as exespt from 

taxation by 19-3-105; 

tetifl all benefits paid under the highway patrol 

retirement la• which are specified as exeapt from taxation 

by 19-6-705; 

~t191 all Montana incoae tax refunds or credits 

thereof; 

t~t!nl all benefits paid under 19-11-602, 19-11-60~. 

-2- HB 63 
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and 19-11-605 to retired and disabled firefighters• their 

2 surviving spouses and orphans; 

3 thtiil all benefits paid b~ first- or second-class 

~ cities for the police-.n•s retire-.nt s~ste• provided forb~ 

5 Title 19~ chapter 9. 

6 (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 195~, as aaended~ is in 

9 effect but with respect to which the election provided for 

10 under 15-31-202o as a-.ndedo is not in effecto adjusted 

11 gross inco8& does not include any part of the corporation's 

12 undistributed taxable incoae, net operating loss~ capital 

13 gains or other gainso profitso or losses required to be 

l~ included in the shareholder's federal inco-. tax adjusted 

15 gross inco8& by reason of the said election under subchapter 

16 s. However, the shareholder's adjusted gross incoae shall 

17 include actual distributions fro• the corporation to the 

18 extent they would be treated as taxable dividends if the 

19 subchapter s. election were not in effect.• 

20 Section z. Effective date. This act is effective on 

21 passage and approval and applies to taxable ~ears beginning 

22 after Oece.Oer 3lo 1980. 

-End-

-3- HB 63 

"" 



April 13, 1981 

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 
lnsert: .. ; .. 
Strike: Remainder of text through line 13. 


