HOUSE BILL NO. 297

Introduced: 01/18/83

Referred to Committee on Taxation: 01/18/83
Hearing: 1/25/83
Died in Committee
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A BILL FUR AN ACT ENTETLED: “AN ACT EXEMPTING INCO

TO EXCEED $59000y ECEIVED FROM ANY RETIREMENT PLAMN FODR
PURPOSES OF MONTANA INDIVIDUAL TNCGOME TAX; AMENDING SECTION

15-30-111y MCA; AND PROVIDING AN APPLICABILITY DATE."™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-30-111s MCAy 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 (ole of 1954 or as that section may be 1labeled or

amended and in addition shall include thz following:

{3} interest received on odlijations of another state
or territory or countys municipalitys districte or other
political subdivision thercof;

{b) refunds reccived of federal income taxs to the
extent the deduction of such tax resulted in a reduction of
fontand incoke tax liabililye

{2} w~otwithstanding the provisions of the federal
Interrnal Gevenue Jode of 1954 as labeled or awendeds
adjusted gross income does not include the fullowing which

are exempt from taxation under this chapters:
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{a) all interest income from obligations of the United
States governmants the state of Montanay countys
aunicipalitys districty or other political subdivision
therezaof;

(b} interest income earned by a3 taxpayer age 65 or
older in & taxable year up to and including 3800 for a
taxpayer filing a separate return and $1+600 for each joint
return;

teci-—aiti-benefits—recetved-under—the-fFederel-Empioyaess
Retirement-Act-not-in-excess-of-$3¢56984

t683L€) all  Genefitsy not in a2xcess of $360 352000+
received as an annuityy pensiony or endowment under any
publice privates or corporate retirement plan or systom;

fey ) all LeneTits paid under the teachers®
recirement law which are specified as exempt from taxation
by 19-4-706;

+F¥4{e} aill benefits paid under The Public Employees®
retireuzat Systewm Act which are specified as exempt from
taxacion by 19-3-105;

t534f)l <)) oenefits paid under the highway patrol
retircment law which arz specified as exempt from taxation
oy Ly—o—705;

tn¥lgl all Hontana income tax refunds or credits
ther 2of3

£#3{b) all benefits paid under 19-11-602s 19-11-604s
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and 19-11-605 to retired and disabled firefighterse their
surviving spouses and orphans;

t334i) al) benefits paid by first— or second-class
cities for the policeaen's retirement system provided for by
Title 19+ chapter 9;

thifl)l yain required to be recognized by a liquidating
corporation under 15-31-113(1){a){ii).

(3) in the case of a shareholder of a corporation with
respect %o which the election provided for under subchapter
Se of the Internal Revenue Code of 1954, as amendedy is in
effect but with respect to which the election provided for
under 15-31-202» as amendede is not in effecty adjusted
gross income does not include any part of the corporation*s
undistributed taxable incomes net operating 1losss capital
gains or other gainsy profitse or losses requirted to be
included in tha shareholder®s federal income tax adjusted
gross incowme by reason of the said eleztion under subchapter
S5« Howevery the shareholder®s adjustad gross income shall
include wctual distributions from the corporation to the
extent they would 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
corpuration license tax under 15-31-1G2(1)(1) shall include
in his adjusted yross income the earnings and profits of the
DIsC in the same mumner as provided by federal law ({section

-3~

LL 1095701

955y Internal Revenue Code) for all periods for which the
JISC election is effectivea™

NEH SECTIOKe Section 2« Applicabilitya Fhis act
appiies to taxable years beyinaing after December 31y 1982
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STATE OF MDNTANA

FISCAL NOTE

62-83
REQUEST NO.

Form BD-15

In compliante with a written request received

for House Bill 297

January 20, 19

83

, there is hereby submitted a Fiscal Note
pursuant 1o '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 297 exempts income, not to exceed $5,000, received from any retirement
plan for purposes of the Montana individual income tax; and provides an applica-

bility date.

ASSUMPTIONS :

1) The sample of pension income returns applies to future tax years.
2) There are approximately 14,000 individuals receiving some form of federal

pension in the state.
income per taxpayer.

3) The average marginal tax rate is 5%.

FISCAL IMPACT:

Individual Income Tax
Under Current Law
Under Proposed Law
Estimated Decrease

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

COMMENT :

The earmarked revenue fund is the school foundation program.
Any reductions in revenue to this fund would require
increased general fund appropriations to offset the loss.

FISCAL NOTE 7:G/1

FY84

'$166,426,563

164,140,563

(2,286,000)

FY85

$175,459,375

173,173,375

106,513,000

105,049,960

(1,463,040)

(2,286,000)

41,606,641
41,035,141

(571,500)

18,306,922
18,055,462

(251,460)

112,294,000

110,830,960

(1,463,040)

43,864,844
43,293,344

(571,500)

19,300,531
19,049,071

—(251,460)

The proposal will result in a $1,400 reduction in taxable

Qo) W Lo

BUDGET DIRECTOR

Office of Budget and Program Planning

Date: J‘ 2.5-%3




STATE OF MONTANA  260-83
REQUESTNO. ___.__......

FISCAL NOTE
Form BD-15

. January 28, a3

, there is hereby submitted a Fiscal Note

In compliance with a written request received .19
for House Bill 297, Amended pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
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 297, with proposed amendments, *%exempts income not to exceed $3,000,
received from any retirement plan for purposes of Montana 1nd1v1dua1 income tax and
provides an applicability date.

ASSUMPTIONS :

1) The sample of pension income returns applies to future tax years.

2) There are approximately 14,000 individuals receiving some form of federal
pension in the state. The proposed amendment will result in a $600 increase in
taxable income per taxpayer. The average marginal tax rate is 5%.

FISCAL IMPACT:

FY 84 FY 85
Individual Income Tax ‘
Under Current Law $166,426,563 $175,459,375
Under Proposed Law 165,830,263 174,863,075
Estimated Decrease $  (596,300) $  (596,300)
General Fund
Under Current Law $106,513,000 $112,294,000
Under Proposed Law 106,131,368 111,912,368
Estimated Decrease $ (381,632) 5 (381,632)
Earmarked Revenue Fund
Under Current Law $ 41,606,641 $ 43,864,844 '
Under Proposed Law 41,457,566 43,715,769 .
Estimated Decrease ‘ $  (149,075) $  (149,075) ! '
Sinking Fund . ‘
Under Current Law ' $ 18,306,922 $§ 19,300,531 ‘
Under Proposed Law 18,241,329 19,234,938 ‘
Estimated Decrease - §  (65,593) S (65,593) | ¢

**Line 11, page 2 of the introduced version of this bill has $5 000 changed to
$3,000. . g

FISCAL NOTE 9:EE/1 | lrlam-& m,

BUDGET DIRECTOR _
Office of Budget and Program Planning

wDate: < - )— 2—3
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