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__HOUSE __ @ILL NOe _65

INTRODUCED BY __FABREGA

BY REQUEST OF THE REVENUE OVERSIGHT COMMITYTEE

A BILL FOR AN ACT EWYITLED: "AN ACT PERMITFING WAGES
COVERED 8Y THE FEDERAL TARGETED J4OBS CREDIT OR HWORK
INCENTIVE PROGRAM CREDIT AS OEDUCTIONS FOR MONTANA INCOME
TAX: AMENDING SECTION 15-30-111ly MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAS
Section 1. Section 15-30-11l1ly MCAy is amended to read:
#]15~30-11l., Adjusted gross income. (1} Adjusted g;oss

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 countye municipalitys districts or other
political subdivision thereof;

{p) refunds received of federal income taxs to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

(2) HNotwithstanding the provisions of the federal

Internal Revenue Code of 1954 as Jabeled or amendeds
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adjusted gross income does not include the following which
are exempt frem taxation under this chapter:

{a) all interest income from obligations of the United
States governments the state of Hontanae countys
municipalityy districts or other political subdivision
thereof;

(b} interest Income earned by a taxpayer age 65 or
older in a taxable year up to and Including 3$800 for a
taxpayer filing a separate return and $14600 for each joint
return;

{c} all benefits received under the Federal Employees®*
Retirement Act not in excess of $3.600;

{d) all benefitses not in excess of $360+ received as
an annuitys pensions of endowment undey any private or
corporate retirement plan or system;

{e) all benefits paid under the teachers® retirement
law which are specified as exempt from taxation by 19-4—-T06;

{f} all benefits paid under The Public Employees?
Retirement System Act which are specified as eaxempt from
taxation by 19-3-105;

(qg) anl benefits paid wunder the highway patrol
retirement Jaw which are specified as exempt from taxation
by 19-6-705;

(h) =all Montana income tax refunds or credits thereof;

(i} a1l benefits paid under 19-11-602y 19-11-60%4 and
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19-11-605 to retired and disabled firefighters, their
surviving spouses and orphans;

{j)} all benefits paid by first- or second-¢lass cities
for the policemen®s retirement system provided for by Title
199 chapter 9;

{k} gain required tc be recagnized by a 1liquidating
corporation under 15-31—113(1}([(a}(ii}e

{3) 1n the case of a shareholder of a corporation with
respect to which the election provided for undaer subchapter
S« of the Internal Revenue Code of 1954 as amendedy is in
effect but with respect to shich 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
undi stributed taxable incomes net operating lossy capital
gains or other gainss profitse or losses required to be
included in the shareholder*s federal income tax adjusted
gross income by reason of the s5aid election under subchapter
Se Howevery the shareholder®s adjusted gross income shall
include actual distributions from the corporation to the
extent they weuld be treated as taxable dividends if the
subchapter 5. election were not in effecte

{4} A shareholder of a DISC that is exempt from the
corporation license tax under 15-31-102(1)(1) shall include
in his adjusted gross income the earnings and profits of the

DISC in the same manner as provided by federal law (section
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995¢ Internal Revenue Code) for all periods for which the

pISC election is effectiva.

business corporationas™

NEMW SECTIONe Section 2« Effective date -
applicabilitys This act is effective on passage and approval
and applies to taxable years beginning after Oecember 3l
1982

-End=~
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STATE OF MONTANA

_ REQUEST NO. _047-83
J FISCAL NOTE

Form BD-15

In compliance with a written request received January 6, , 19 83

, there is hereby submitted a Fiscal Note
for _House Bill 65

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 Legisliature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 65 permits wages covered by the Federal Targeted Jobs Credit or Work Incentive

Program Credit as deductions for Montana income tax and provides an immediate effective
date and an applicability date.

ASSUMPTIONS:

1) The 11,070 Montana taxpayers who took advantage of the federal jobs credit in 1979
claimed $1,608,000 of credit. This was assumed to be 40 percent of qualifying wages.

2) Vages are assumed to have increased 10 percent annually.

3) The tax rate is 5 percent.

4) Returns not needing the additional deduction are not taken into account.

w#f ISCAL IMPACT:

Since the federal government already allows this credit, some Montana taxpayers took the
credit on their Montana returns. However, the federal jobs credit is not an allowable
credit for Montana tax purposes. Exact numbers of those who did take the credit cannot be

determined. Therefore, the figures below assume that no taxpayers previously used the
credit.

1983 1984 1985
Additional Deduction o 6.121M 6.733M 7.405M
Individual Income Tax Collections
Under Current Law 155.240M 167 .908M 181.814M
Under Proposed Law 154.873M 167.504M 181.370M
Estimated Decrease ( .36M) ( .404M) ( .444M)

FISCAL ROTE2:C/1

BUDGET DIRECTOR

‘ : Oftfice of Budget and Program Planning
- Date: l —~ (D~
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Approved by Committee
on Taxation

._HOUSE _ pBILL NOe S5

INTRODUCED BY __ FABREGA

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT ENTITLED: WAN ' ACT PERMITTING' MWAGES
COVERED BY 'THE FEDERAL TARGETED JOBS CREDIT OR WORK
INCENTIVE PROGRAM CREDIT AS DEDUCTIDNS FOR MOMTANA INCOME
TAX; AMENDING SECTION 15-30-111s MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1« Section 15~30-11ly MCAy is amended to read:
*15-30-111. Adjusted gross income. (1} AdjJusted géoss

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:z

(a}) intarest recaived on obligations of another - state
or tervitory or countys municipalitys districte 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 Tiability.

(2) Notwithstanding the provisions of the federal

Internal Revenue Code of 1954 as labelad or amendedy
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adjusted gross income does not include the following which
are exempt from taxation under this chapter:

‘(a) all interest income from obligations of the United
States governments the state of Montanas countyy
municipalitys districts or other political subdivision
thereof;

{b) interest Income earned by a taxpayer age &5 or
older in a taxable year up to and Including 3$800 for a
taxpayer f€iling a separate return and 31,600 for each joint
return;g

{c) all benefits reéeceived under the Federal Ewployees®
Retirement Act not in excess of 33,6003

{d) all bemefitsy not in excess of $360+ received as
an annuitys pensions or endowsent under any private or
corporate retireament plan or system;

(e} all penefits paid under the teachers® retirement
law which are specified as exempt from taxation by 19-4-7063

(FY a1l benefits paid under The Public Employees®
Retirement Sysitem Act which are specified as exempt from
taxation by 19-3~105%

{g} all benefits paid wunder the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-T05;

th) a1l Montana income tax refunds or credits thereof;

(i) all benefits paid under 19-11-502s 19-11-60%s and

-2- SECOND READING
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19~11-6D05 to retired and disabled Firefighterss their
surviving spouses and orphans;

{3} a1l benefits paid by first- or second-class cities
for the policemen®s retirement systes provided for by Title
19, chapter 9;

(k) gain required to be recognized by a 1liquidating
corporation under 15-31-113(1)(a)(ii)e

€3) In the case of a shareholder of ‘a corporation with
respect to which the election provided for under subchapter
5« of the Internal fevenue Code of 1954, as amendeds is in
effect but with respect to which the alection provided for

under 15-31-202y as amendedy Is not in effecty adjusted

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

undistributed taxable incomey net operating losss capital
gains or other gainse profitse or losses required to be
included in the shareholder®s federal income tax adjustad
gross income by reason of the said election under subchapter
S+ Howevers the shareholder®s adjusted gross income shald
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter S. election were not in effect.

(%)} A shareholder of a DISC that is exempt from the
corporation license tax under 15-31-102(131{1) shall include
in his ‘adjusted gross income the earnings and profits of the

DISC in the same manner as provided by federal law (section
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995, Internal Revenue Code} for all periads for which the

PISC election is effective.

NEM_SECTION, Section Z. Effective date -
applicabilitye This act is effective on passage and approval

and spplies to taxable years beginning after Dacember 3l.
1962
-End—
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__HOGSE _ BILL NOe _55

INTRODUCED BY __FABREGA

BY REQUEST OF THE REVENUE OVERSIGHT COMMITVEE

A BILL FOR AN ACT ENTITLEDS 'AN' ACT PERMITTING' WAGES
COVERED BY THE FEDERAL TARGETED JOBS CREDIT OR WORK
INCENTIVE PROGRAM CREDIT AS DEDUCTIONS FOR MONTANA 1INCOME
TAX3 AMENOING SECTION 15-30-11ly MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY OAYE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-111s MCAy is amended to read:
“i5-30-11k, Adjusted gross incoma. (1) Adjusted g;oss

income shall be the taxpayer®s federal Income tax adjusted

gross income as defined in section 62 of the Internai

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

amended and in addition shall include the following:

{a) intaerest receivad on obligations of another state
or territory or countys municipalitys districty or other
political subdivision thereof;

{b} refunds received of federal income taxy to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2) Notwithstanding the provisions of the federal

Internal Revenue Code of 1954 as labeled or amended,
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ad justed gross income does not include the following which
ara exempt from taxation under this chapter:

(a) all interest income from obligations of the United
States ' governments - the state of Hontanae countys
municipalityy districte or other political subdivision
thereof;

{b) interest. income earned by a taxpayer age &5 or
older in a taxable year up to and iIncltuding $BO0 for a
taxpayer filing a separate return and $1+600 for each jaint
return;

{c) all benefits received under the Federal tmployees®
Retiramant Act not in excess of $34600;

{d) all benefitsy not in excess of 3360y received as
an annuwitys pensiony or endowsent under any private or
corpdrate retirament plan or sfste-;

{e) all benefits paid under the teachers® retirement
taw which are specified as exeppt from taxation by 19-4-7063

(Fy all benefits paid under The Public Employees*
Retirement System Act which are specified as excapt from
taxation by 19-3-105;

{g) an benefits paid wunder the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-T05;

th) all Montana income tax refunds or credits thereof;

(i} all benefits paid under 19-11-602s 19-11-60%¢ and

THIRD READIMNG

B 65
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19-11-605 to vretired and  disabled firefightersy their
surviving spouses and orphans;

1j) all benefits paid by first- or second-class cities
for the policemen’s retira-cﬁt system provided for by Title
19y chapter 9;

{k) gain required to be recognized by a ligquidating
corporation under 15-31-113{1){a){ii).

{3} In the case of a shareholder of ‘a corporation with
respect  to which the election provided for under subchapter
S« of the Internal Ravenue Code of 1954, as amendeds Is in
effect - but with respect to which the election provided for
under 15-31-202, as amendedy i5 not in effecty adjusted

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

undistributed taxable incomes et operating lossy capital
gains or other gainss profitsy 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. Howeveres the sharetolder's adjusted gross inceme shall
include actual distributions from the corperation to the

extent they would be treated as taxable dividends if the

‘subchapter S. election wera naot in effect.

(9] A sharcholder of a DISC that 5 exumpt from the
corparation license tax under 15~31=102(1)(1) shall include
in his adjusted gross income the earnings and profits of the

DISC in the same manner as provided by federal Yaw {section
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995, Internal Revenue Code) for all periods for which the
DISC election is effectiva.

{5)__A taxpaysr whos in  det iniag federal jjusted
gross. focomes has reduced. his busiosss deducticos hy an
amgunt Tor wages and salaries for which a federal tas credit

date —-—

NEM SECTIONe Section 2« Effective
applicabilitys This act is effective on passage and approval

‘and applies to taxable years beginning after ODecember 31

1982,
-End—
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HOUSE BILL ND. 635
INTRODUCED BY FABREGA

BY REQUESYT OF THE REVENUE OVERSIGHT COMMITTEE

A BELL FOR AN ACT ENTITLED: ®"AN ACT PERMITTING WAGES
COVERED BY THE FEDERAL TARGETED JOBS CREDIT OR WORK
INCENTIVE PROGRAM CREDIT AS DEDUCTIONS FOR MONTANA INCOME
TAX; AMENDING SECTION 15-30-11ls MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DBATE AND AN APPLICABILITY DATE."™

BE IT ENACTED BY THE LEGISLATURE DF THE STATE OF MONTANA:
Section le Section 15-30-111y MCAy is aaepded to read:
*15-30-111le 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 Interna?

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 territery or countys municipalitys districts or other
political subdivision thereofi

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

(2} Notwithstanding the provisions of the federal

Internal Revenue C(ode of 1954 as labeled or amendedsy
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adjusted gross income does not include the following which
are exempt from taxation under this chapter:

{a)} all interest income from obligations of the United
States gover nment the state of Mantanas countys
municipalitys districts or other political subdivision
thereof;

(b} interest income earned by a taxpayer age 65 or
older in a taxable year up to and including 3$BCO for 2
taxpayer filing a separata return and $1+600 for each joint
return;

(c) all benefits recaived under the Federal Employees®
Retirement Act not In excess of $3,600;

(d} all henefitsy not in excess of $360y received as
an annuitys pensiony or endowment under any private or
corporate ratirement plan or system;

{e) all benefits paid under the teachers® retirement
Jaw which are specified as exempt from taxation by 19-4-T06;

(f}) all benefits paid under The Public Employees?
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

(g) an benefits paid under the highway patro?
retirement law which are specified as exempt from taxaticn
by 19-6-705;

(h) all Montana income tax refunds or credits thereof;

(i) all benefits paid under 19-11-602, 19=-11-6044 and

-2- HB 65
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19-11-609 to retired and disabled firefighterss their
sSurviving spouses and orphans;g

{j) 2311 benefits paid by first~ or second-—class cities
for the policemen®s retirement systew provided for by Title
19y chapter 9;

(k) gain required to be recognized by a liquidating
corporation under 15-31-113¢1)(adlii)e

{3) 1In the case of a shareholder of a corporation with
respect to which the election provided for under subchapter
5. of the Internal Revenue Code of 1954y as amendedes s in
effect but with respect to which the election provided for
under 15-31-202¢y 3% amendeds is not in effecty adjusted
gross Income does not include any part of the corporation’s
undl stributed taxable incomes, net operating 1losss capital
gains or other gainss Pprofitse or losses required to be
included in tha shareholder's federal income tax adjusted
gross income by reason of the said election under subchapter
S+ Howevers, the shacreholder's adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treated 45 taxable dividends if the
subchapter S« election were not in effecte.

(4) A shareholder ofF & DISC that is exempt from the
corporation license tax under 15-31-102(1){1) shall include
in his adjusted gross income the earnings and profits of the

DISC in the same manner as provided by federal law ({section

-3- HB &5
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9954 Internal Revenue C(oede) for all periods for which the
DISC election is effectivea

£3)__aA_taxpayer whos in detecmining _federal) adjusted
gross _ipcomes Dhas reduced Dis _business deductipos Ly .an
amount for wages and. salaries for which a federal fax credit
w3s elected under section 548 of the laternal Ruvenue  Cade
of 1954 or as that section may be labeled or aseoded is
allowed to deduct the amount of such wages and salaries gaid
cegardiess of the credit takene Jhe deduction sust  be  gade
in..the year the _wages and salaries were used o cosguts the
credite In the case of 3 _partnership or seall business
corporations__the deduction muwst be sade to determine the
awount of jocome gr loss. of the partnecship _or__sa3ll
kusiness corporationa®

NEM _SECTION,. Section 2. Effective date -
appl tcability. This act is effective on passaqe and approval
and applies to taxable years beginning after December 31,
1982«
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