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HOUSE BILL NO. 65 

INTRODUCED BY FABREGA 

BY REQUEST OF TKE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: •AN ACT PERMITTING WAGES 

COVERED BY THE FEDERAL TARGETED JOBS CREDIT OR WORK 

lltCENTIVE PROGRAM CREDIT AS DEDUCTIONS FOR MONTANA 1NCOIIE 

TAX; AMENDING SECTION 15-3D-lll, 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 15-3D-lllt MCAt is a~nded to read: 

' 1 15-30-111. Adjusted gross incOMe. '(1) Adjusted gross 

income shall be the taxpayer's ~ederal inca.& ~ax adjusted 

gross income as defined fn section 62 of the Int~rnal 

Revenue Code of 1954 or as that section ••Y be labeled or 

amended and In addition shall include the f~llowing: 

(a, interest received on obligations of another state 

or territory or county. municipality. district, or other 

political subdivision thereof; 

(0) refunds received of federal income tax. to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(21 Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954 as labeled or amended, 
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LC 0370/01 

adjus~ed gross income does not include the following which 

are exempt fro• taxation under this chapter: 

(a) all interest incoae fro• obligations of the United 

States qovernaent 9 the s~ate of Montana• countyw 

•unicipalityy districtw or other political 

thereof; 

subdivision 

(b) interest lnca.e earned by a taxpayer age 65 or 

older in a taxable year up to and Including $800 for a 

taxpayer filing a separate return and $lw600 for each joint 

return; 

(ct all benefits received under the Federal Employees• 

Reti~ement Act not in excess of $3.600; 

(d) all benefits. not in excess of $360• received a~ 

an annuity, pension. o~ endow.ent under any private or 

corporate retireMent plan or systP.Mi 

(e) all benefits paid under the teachers• retirement 

law which are specified as exempt from taxation by 19-~-706; 

(f) all benefits paid under The Publoc Employees• 

Retirement Syste• Act which are 

taxation by 19-3-105; 

(g) all benefits paid 

specified as axe•pt ~ro• 

under the highwdy patrol 

retire~nt law which a~e specified as exempt from taxation 

by 19-b-705; 

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

(i) all benefits paid under 19-11-602• 19-ll-604t and 

-2-
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19-ll-605 to retired and disabled firefighters, 

surviving spouses and orphans; 

their 

(jJ all benefits paid by first- or second-cla~s cities 

for the policeeen•s retirement system provided for by Title 

19., chapter 9; 

(k) gain required to be recognized by a liquidating 

corporation under 15-31-ll3(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 Revenue Code of 1954, as amended, is in 

effect but with respect to which the election provided for 

under 15-31-202, as a•ended., is not in effect, adjusted 

gross income does not include any part of the c·orporation•s 

undistributed taxable inco•e• net oper~ting loss, capital 

gains or other gains• p~ofi~s, or losse$ required to be 

included in the shareholder•s federal inca.e tax adjusted 

gross income by reason of the said election under subchapter 

s. However. the shareholder•s adjusted gross inco.e shall 

include actual distr:lbut.ions fro• the corporation to the 

20 extent ~hey would be treated as taxable dividends if the 

21 subchapter s. elec~ion were not in .effect. 

22 ('>) A shareholder of a OISC that is exe.pt from the 

23 corporation license tax under lS-31-102(1)(1) shall include 

2~ In his adjusted gross incoae the earnings and profits of the 

25 DISC in the sa~ aanner as provided by ·federal law (section 
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995, Internal Revenue Code) for all periods for which the 

DISC el~ction is effective. 

t51 A ta•paJer wbp. jn determinjng feru~ral adjy$ted 

grgss jncpmih has radyced his bysjness dedyctjons by go 

amoyot for wages and salarle$ for wbith a federal tax credit 

was elected under sectjon 446 gf the Internal Bgygoue Cpde 

of 1254 or as that section aay be labeled or amended ~ 

~wed to dgduct the aaqynt of such wages and salarjes pajd 

regardless of the credjt taken. The deductjoo syst be made 

ip tbg ygar 'the wages and 5alarjgs were yted tg compute thQ 

credit• In the case of a partnership or smaJJ hu&joess 

corporatjon. the deduction must he made to dgtermjoe the 

awpupt pf incgm• or Jgss pf th• partnership or sgall 

by$incss cgrporatjon,• 

NEW SECTION. Section z. Effective date 

applicability. This act is effective on passage and app~oval 

and applies to t~able years beginning after Oecembe~ 3lt 

1982. 

-End-

-·-

~·· 



STATE OF MONTANA 
REQUEST NO. 04 7-83 

FISCAL NOTE 

Form BD-15 

In ~ompliance with a written request received January 6, , 19 ~,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 Legislature 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) Wages 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. 

,.--ll'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 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 ( .367M) ( .404M) ( .444M) 

FISCAL NOTE2:C/1 

BUDGET DIRECTOR 
Office of Budget and Program Planning 
Date: ! - ( Q - 8 f 
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Approved by Committee 
on Taxation 

HOUSE BILL NOo ~ 

INTRODUCED BT --~F~AB~RE~G~A---------------------------------

BY REQUEST OF THE REVENUE OVERSIGHT CO""lTTEE 

A BILL FOR AN ACT ENTITLED: •AN' ACT PERMITTING' MAGES 

COVERED BY THE FEDERAL TARGETED JOBS CREDIT OR NDRK 

INCENTIVE PROGRAM CREDIT AS DEOUCTJDHS FOR MONTANA INCOME 

TAX; AMENDING SECTION 15-3D-IIlo MeA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AND AN APPLICABiliTY DATE.• 

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

Section 1. Section 15-3D-Illt MCAw is a.ended to read: 

•15-lD-111. Adjusted gross inc..-. (It Adjusted gross 

lnco•e shall be the taxpayer•s federal inca.. tax adjusted 

gross incoae as defined In section 62 of the In~rnal 

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

a.ended and in addition shall Include the following: 

(a) Interest received on obligations of another state 

or territory or county, .untcipaltty, district, or other 

political subdivision thereof; 

(b) refunds received of federal inco.e tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana incoae tax liability. 

(21 Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954 a5 labeled or amended, 
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LC 0370/01: 

adjusted gross lnc011e does not Include the foll-lng which 

are exe~t fro• taXation under this chapter: 

·cal all interest inca.e froa obl19at1ons of the United 

States govern~~entw the state of Montana. county; 

..,nicipalityo district. or other political subdiYI&ion 

thereofi 

(bl Interest lncoae earned by a taxpayer age 65 or 

older in a taxable year up to and Including $800 for a 

taxpayer filing a separate return and Slo60D for each joint 

ret.urn; 

(c) all benefits received under the Federal Eaployees• 

Retlre .. nt. Act not In exces5 of S3,600; 

(d) all benafitso not In excess of S36Dt received as 

an annuitY• pension• o~ endow .. nt under any private or 

corpOrate retire.ent plan or syste•; 

(e) all benefits paid under the teachers• retlreaent 

law which are specified as exe.pt froa taxation by 19-"t-706; 

(f) all benefits paid under The Public Eaployees• 

Retire•ent Systea Act which are specified as exe~t fro• 

taxation by 19-3-105; 

(g) all benefits paid under the highway patrol 

retlre.ent law which are specified as exe•pt fro• taxation 

by 19-6-705; 

(h) all Montana lnco•e tax refunds or credits thereof; 

(il all benefits paid under 19-11-602, 19-11-60"tt and 
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19-11-605 to retired and disabled firefighters. 

surviving spouses and orphans; 

their 

"(j) all benefits paid by first- or second-class cities 

for the police•en•s retire~nt systea provided tor by Title 

19• chapter 9; 

(k) gain required to be recognized by a liquidating 

corporation under 15-31-ll3(1)(a)( II)• 

C3) In the case of a shareholder of ·a corporation with 

respect to which the election provided for u·nder sUbchapter 

s. of the Interna1 Revenue Code of 1954• as a.ended, is in 

effect but with respect to which tha election provided for 

under 15-31-202, as a•ended• Is not in effec~, adjusted 

gross ine'OIIe does. not include any part of t:he cOrparation•s 

undistributed taxable tnco.ae, net operating loss, capi"t.al 

gains or other ga•ns. profits, or 1osse5 required to be 

included In the shareholder•s federal Inc-a tax adjusted 

gross i·ncCMte by reason of" the said el~t:ion under subchapter 

s. Howavero the sharaholdar•s adjusted gross lncaae shall 

Include actual dlstrJbutlons froa the corporation to the 

20 extent they would be treated as taxabla·dividends If the 

21 subchapter s. elact:ion were not in ,effect. 

22 (4) A shareholder of a DISC that is exeapt froa the 

23 corporation llcanse tax under 15-31-102(1)(1) shall inclUde 

z• In his 'adjusted_ gross Inc- the earnings and profits of the 

25 DISC In the salle -Mer as provided by federal law (section 
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9959 Internal Revenue Code) for all periods for which the 

DISC election is effective. 

l 5J A t;aacpayer ,hQ-. j n deterwi oing fecferal fld iysted 

grpss jncpeee ba$ reduced his business d@ductipn$ by an 

aPQMnt tor wages and $•1aries fgr yhjch a fgderal ta¥ crftdjt 

was elected under s.ctrtigp 448 gt the tnternaJ Ra!Cenue Code 

of 1954 or as that scctjgn way be )abaled QT amended js 

allowed t;p deduct tbg awgynt; of su,b wagaa apd salarjgs pajd 

rcga·dles5 of thft credit takeg. The deductign aust be .ade 

jO tnft year 'the wagss AQd $Alarjgs wgre y§ed tg CQ•~e the 

credit• Ip tbg ca§• of a partnerahjp or s•aJJ N•&iQB&$ 

cgrggratjgo. th• dftdyction wyat be waaA tg d-t@rwjoe the 

aMOUnt of incgae or Jgss gf the partnership or s•all 

by$iQ9$S £PCpgtatiQOe• 

NEW $ECJIQN. Section 2. Effective date 

appllcabflity. This ac~ is effective on passage an~ approval 

and applie·s to t.ax:able years beginning after Dec-her 3lw 

1982. 

-End-

-It-
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HOUSE BILL NO• _65 __ 

INTROOUtEO BY --~F~AB~RE==GA~--------------------------------
BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR All ACT ENTITLED: •AN . ACT f'ERMITTIIIG · IIAGES 

COVERED BY THE FEDERAL TARGETED ~085 CREDIT DR ~K 

INCENTIVE PROGRAM CREDIT AS DEDUCTIONS FOR IIONTANA INCOIIE 

TAX; AMENDING SECTION 15-lD-lllo MeAl AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATe.• 

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

Section 1. Section 15-3D-111o MCA, is a.ended to ra.d: 

•15-3D-ll1. Adjusted gross inc-. (1) Adjusted gross 

inco11e shaH be the taxpayer•s federal inc- tax adjusted 

gross income as defined In section 62 of the Internal 

Revenue Code of 1954 or as that section •ay b& labeled or 

awended and In addition shall Include the following: 

(a) Interest received on obligations of another state 

or territory or county, .. nlcipality, district:., or ot:her 

political 5ubdivision· thereof; 

(b) refunds received of federal inca.e tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana incoae tax liability. 

(2) Notwithstanding the provisions of the federal 

Internal Revenue Code of 195~ as labeled or aeend&do 
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LC 0370/01: 

adjusted gross inca.e does not Include the following which 

are exe8pt fro• taxation under this chapter: 

(a) all Interest inco.e fr ... obligations of the United 

States governaent. the state of Montana, countY• 

... nldpallty• district• or other pollt.'ical subdivhlon 

thereof'; 

(bJ Interest Income earned by a taxpayer age 65 or 

older in a taxable year up to and Including saoo for a 

taxpayer filing a separate return and $1,600 for each joint 

return; 

(cJ all benefits received under the Federal Ellployees• 

Retlr••ant Act not in excess or s3.600; 

(d) ~11 benefits• not in excess of S36Do received as 

an annuitV• pension• or endOW8ent under any private or 

corp4rate ratlre.ent plan or syste•; 

(e) all be-fits paid under the teachers• retlre ... nt 

law which are specified as exeapt froe taxation by 19-4-706; 

(f) all benefits· paid under The Public Eaployees• 

Retire•ent Systea Act which are specified as exa.pt fro• 

taxation by 19-3-lOS; 

(g) all benefits paid under the highway patrol 

retlr~nt· law which are specified as exe•Pt fro• taxation 

by 19-b-705; 

(h) all Montana lnca.e tax refunds or credits thereof; 

(il all benefits paid under 19-11-602• 19-11-60~• and 

T H 1 R D READltiG 
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19-11-605 to ret I red and disabled firefighters, 

$Urvlving spouses and orphans; 

their 

~(jJ all benefits paid by first- or second-class cities 

for the polic .. en•s retir.-.n~ syste• provided for by Title 

19, chapter 9; 

(kl gain required to be recognized by a liquidating 

corporation under 15-31-ll3(lJ'faJ( lllo 

(31 In the case of a shareholder of~. corporation with 

respect to Which the election provided tor under sUbchapter 

So of the Internal Revenue Code of 195'te as a~ndedo Is In 

effect but Nith respect to which tbe electlOfl provided for 

under 15-31-202, as a.endedo Is not in effect, adjusted 

gross inca.e does not inc'lvde any part of the <:"orporation•s ~ 

undistributed taxable tnca.ee net ~ operating loss, capital 

gains or other galnso profltsa or losses required to be 

Included tn the shareholder's federal lnca.e tax adjusted 

gross inc- by reason of the said election under sUbchapter 

s. However. the sbareholdor•s adjusted gross Inc- shall 

Include -.:tual dhtrJIJVt:lons fr- the ciH"poratlon to the 

extent they would be treated as taxable dividends If the 

21 subchapter So election were not in effect. 

Z2 ('tJ A Shareholder. of a DISC that U · exe.pt fr- the 

23 corporation 1 icense tax under 15-31-'IO·Z(l) (1) sha11 include 

Z't In his ·adjusted gross inc- the earnings - profits of the 

25 DISC In the sa• -nner as provided by ~federal 1- (section 

-3-
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995• Internal Revenue Code) for all periOds for which the 

DISC election is effec~lve. 

i5) A taxpqsr tftvs jg 4etaraining federal adlu&ted 

QCO$$ i!)GQM• hA$ tedtts;ftd. hi$ buSjO@$$ dadUC.tiQD$ by AO 

aeoqot for Mft981 MQd $A)arlf$ fqr wblcb a federal ta& crftdjt 

was elgd.cd under stc;tlM +tB qf t,he Int;org;d Beyeoue &ode 

of 1954 pr as t;hot; Metion ••v be labeled qr aecnde~ is 

allpwd \A dgdyct th• awmt of sycb wages ap4 salarjgs paid 

regardl•s$ pf ·tbft srwdi1; taken·. Tha dadJictioo 1t14S\ be yd• 

;a She rear 'She wag•• ap4 saJar;e$ wgrs yaed tq cgrg•te the 

credit;.· l·n t;bc case gf a partoerabip pr pall business 

cgrgoratied. tJM dadflctlon eyat; he _Md+ 1:0 dtd;@reioe t;he 

•wwnt pt irM;'«•e or lgts of t;bt: Part;narsblp or SM)) 

bysinest carpgra&lop.• 

NEW SECTIQNo Section 2o Effective date 

applicability. This act Is effective an passage and approval 

and eppJ ies to t-able yea.-s beginning after Decellber 3io 

1982. 

-End-

-~ 
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HOUSE BILL NO• 65 

INTRODUCED BY FABREGA 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT ENTITLED: •AN 

COVERED BY THE FEDERAL TARGETED 

INCENTIVE PROGRA" CREDIT AS DEDUCTIONS 

ACT 

JOBS 

FOR 

PERMITTING WAGES 

CREDIT OR WORK 

MONTANA INCOME 

TAX; AMENDING SE,TION 15-30-111o 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-l0-111• MCAt is aeended to ~ead: 

•tS-30-111. Adju~ted g~o~s inco.e. (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 195~ or as that section •ay be labeled or 

amended and &n addition shall include the following: 

Ca) interest received on obligations of another state 

or territory or county9 •unicipality. district. or other 

political subdivision thereof; 

(G) refunds received of federal inco•e tax, 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 a~ labeled or amended• 
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adjusted gross lnca.e does not include the following which 

are exe•pt fro• taxation under this chapter: 

(a) all in~erest incoae from obliga~ions of the United 

States govern~ent. the state of Montanay county, 

•unicipality. district, or other political 

thereof; 

subdivision 

(b} interest inca.e earned by a taxpayer age 65 or 

older in a taxable year up to and including seoo for a 

taxpayer filing a separate return and Slt600 for each joint 

return; 

(c) all benefits received under the fede,al E•ployees• 

Retirement Act not in excess of S3,600; 

(d) all benefits. not in excess of $360• received as 

an annuity, pension, or endow•ent under any private or 

corporate retire~nt plan or syste•; 

(e) all benefits paid under the teachers• retirement 

law which 4re specified as exeMpt from taxation by 19-~-706; 

(f) all benefits paid u~der The Public E•ployees• 

Retirement System Act which are specified as exe•p~ from 

taxation by 19-3-105; 

(g) all benefits paid under the highway patrol 

retirement law which are specified as exe•pt from taxation 

by 19-b-705; 

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

(i) all benefits paid under 19-11-602, 19-11-604, and 

-2- HB 65 
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19-ll-605 to retired and disabled firefighters• their 

surviving spouses and ocphans; 

(j) all benefits paid by first- or second-class ci~ies 

for the police•en•s retire•ent syste• provided for by Title 

19, chapter 9; 

(k) gain required to be recognized by a liquidating 

corporation ~nder 15-31-113(1)(al(ii)o 

C3J 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 195~, as amended• ;s in 

effect bUt with respect to which the eJection provided for 

under lS-31-ZOZ, as amended, is not in effect, adjusted 

gross Income does not include any part of the corporation•s 

unulstrlbuted taxable income, net operating loss, capital 

gains or other gains9 profitst or losses required ~o be 

included in tha shareholder•s federal income tax adjusted 

gross incoae by reason of the said election under subchapter 

s. However• the shareholder's adjusted gross Income shall 

include dctual distributions fro• the corporation to the 

extent they would be ~reated as taxable dividends if the 

Zl subchapter s. election were not in effect. 

22 (41 A $hareholder of a DISC that is exe~t froa the 

Z3 corporation licen$e tax under 15-31-102(1)(11 shall Include 

z~ in his adjusted gross inco•e the earnings and profits of the 

25 DISC in the sa.a aanner as provided by federal law (section 
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995, Internal Revenue Code) for all periods for which the 

DISC election is e~fective. 

~ A taxp~bos jn determining federal adiy~d 

~~jotopes bas -Lcd~hjs busjness dedyctjpns by an 

~nt for WfQ&J-AD~~~ fpr wbjcb a federal tax credit 

~eJected unQK~ion 4!8 gf the totvrnal R¢venye Lode 

gf__l954 or as that section •ay bg labeled or aa&Dde~ 

allQwed to dedyct the amQUDL_Qf such wgges and salaries paid 

cegacdless of the credjt taken. The dgductioo MU$t__Qa__~ 

.iQ_~ear tbg_lfJUiti and sal ~r j es were used t.Q.-C.mtpUtB the 

~ii• In the case pf a partoersbjp or sa§}J buiiDSa£ 

~~tiona \h• deductlgn aust be made_~erajne tbe 

~at of incgwe or Joss of the partnecship_-DL--&aall 

WIAl.lll:.$.L.IalLIIQLil.tilm.o.. 

~EW SftTIQN, Section 2. Effective date 

applicability. This act is effective on passage and approval 

and applies to taxable years beginning afte~ December 31, 

1982. 

-End-
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