
HOOSE BILL NO. 841 

INTRODUCED BY DRISCOLL, DOZIER, WILLIAMS, C. SMITH, 
MCBRIDE 1 J. JENSBN 1 HEMS'!' AD 1 DARXO 1 UARRING'l'ON, BRAND 1 

ADDY, NEUMAN, PARRIS , SEili'ER'l', 0' CONNELL, MILLER 1 HANSEN, 
BBRGBNE, CONNELLY, BLLERD 1 J. 8ROWN, TBOP'r, HOWE, BAND, 

MCCORMICK, J. IU\MMOIID, IU!AM, VINCBN'l', SBOWl'Z, KEENAN, PAVLOVICH, 
CHRISTIABNS, SPAETH, MBNAHAN, NISBET, DAILY, 

JACOBSON, SAUNDERS, ROUSH, HART, SCBYE, BENGTSON, 
ZABROCJCI, ltiNKBlU.Y, HARP, VBLEBBR, HANSON, 

METCALF, KBMMIS, liTSBLMAN, IVERSON 

BY REQUEST OF THE BOUSE LABOR AND EMPLOYMENT COMMI't"l'EB 

February 15, 1983 

March 23, 1983 

March 24, 1983 

March 26, 1983 

March 28, 1983 

April 5, 1983 

April 12, 1983 

April 14, 1983 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 
Tranamitted to Senate. 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

On motion ordered placed on 
second reading. 

Second reading, concurred 
in as amended. 



April 15, 1983 

April 15, U83 

April 16, U83 

Third reading, concurred in. 
Ayes, 39; Noes, 9. 

IN TJ:m HOUSE 
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Returned to Hous• with 
amendments. 

Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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read: , 
Adjusted gross incoMe. (1) Adjusted gross 

inco.e shall be the taxpayer•s federal inco.e tax adjusted 

gross income as defined in section 6l of the Internal 

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

aaended and In addition shall include the following: 

(a) Interest received on obligations of another state 

or territory or county• .unfcfpality, district. or other 

political subdivision thereof; 

(D) refunds received of federal fncoae 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 19S4 as labeled or amended, 

adjusted gross Income does not Include the following which 

are exempt fro• taxation under this chapter: 
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LC 1390/01 

{a) all interest inca.e fro• obligations of the United 

States govern•ent, the 

municipall~y, district 7 

thereof; 

state 

or other 

o~ Montana, county, 

political subdivision 

(b) interest lnco•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 $1,600 for each joint 

return; 

(c) all benefits received under the Federal Employees• 

Retlre•ent Act not In excess of $3t600; 

(d) all benefits, not in excess of S360• received as 

an annuity, pension, or endowment under any private or 

corpOrate ret I re-nt plan or syste•; 

(e) all benefits paid under the teachers• retlre.ent 

law which are specified as exe•pt fro• taxation by 19-~-7061 

(f) all benefits paid under The ~ubllc Eeployees• 

Retire•ent Systea Act which are specified as exempt from 

taxation by 19-3-105; 

(g) all benefits paid under the highway patrol 

retirement law which are specified as exeMPt fro• taxation 

by 19-1>-705; 

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

(i) all benefits paid under 19-11-1>02, 19-11-60~, and 

19-11-1>05 to retired and disabled firefighters, their 

surviving spouses and orphans; 

-z- I N T R 0 D U C E D ll I L L 
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(JJ all benefits paid by first- or second-class cities 

for the policeMen•s retireeent syste~ provided for by Title 

19• chapter 9; 

(kJ gain required to be recognized by a liquidating 

corporation under 15-31-113(1)(a)(il)~ 

lll-...al.L~~.uad-llx-lillsa.i.on UQZL.IU of the 

7 luti~LD§l ReXtDYC~D~Of 1954s-~-And.applicab1e DO 

8 .LliiUU¥..1a...lllll• 

9 (3} In the case of a shareholder of a corporation with 

10 respect to which the election provided for under subchapter 

11 s. o~ the Internal Revenue Code of 1954, as aaend•d• Is in 

12 effect but with respect to which the election provided for 

13 under 15-31-2D2o as aaendedo Is not In effecto adjusted 

1" grass !nco•• does not Include any part of the corporation•s 

15 undistributed taxable incoaeo net operating losso capital 

16 gains or other gainso profltso or losses reqylted to be 

17 included In the shareholder•s federal lncoae tax adjusted 

18 gross inca.e by reason of the said election under subchapter 

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

ZO Include actual distributions froa the corporation to the 

21 extent they would be treated as taxable dividends If the 

22 subchapter s. election were not in effect. 

Z3 ("') A shareholder of a OISC that Is exeapt froa the 

Z" corporation license tax under 15-31-lDZ(l}(lJ shall Include 

25 In his adjusted gross lncoooe the earnings and profits of the 

-3-
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DISC In the saMe •anner as provided by federal law (section 

995o Internal Revenue Code} for all periods for which the 

DISC ~lection is effective.• 

-End-
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STATE OF MONTANA 
REQUEST NO. AH::a3 ___ _ 

FISCAL NOTE 

Ft~rlll /1/)·/5 

In c.;mpliance with a written request received February 16 , 19 .J!L, there is hereby submitted a Fiscal Note 

for _li..Q.Y.~LJUJJ. 841 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 841 exempts tips from Montana income tax liability. 

ASSUMPTIONS: 

1) 

2) 

3) 

4) 
5) 

National estimates of per capita retail sales at eating and drinking estab
lishments are $414 in 1981. Using an estimated Monta.na population of 806,200 
implies $334.3 million of retail sales in Montana for 1981. This sales level 
is assumed constant for the biennium. 
The IRS estimated that 55% of these expenditures are made at establishments 
where tips are customary. 
It is assumed that the new IRS withholding of tip income will result in the 
reporting of 8% of the retail sales. The IRS estimates an average tip of 14% 
for the mountain states. The difference is assumed unreported to the Department. 
A 5% average marginal tax rate is assumed. 
All tips collected in the past have.been reported and taxed. 
true, the fiscal impact of the bill is less. For example, if 
were reported for tax purposes in previous years, the revenue 
by the bill would be only $183,850 per year. 

If this is not 
only 25% of tips 
loss caused 

FISCAL IMPACT: 

Individual Income Tax 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

General Fund 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

FY84 

$168,317,188 
167,581,788 

(735,400) 

107,723,000 
107,252:344 

470 656) 

(Continued) 

FY85 

$179,746,875 
179,011,475 

(735,400) 

115,038,000 
114,567,344 

(470,656) 

Qa.oJ~L 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: L - l q - [ .3 



School Equalization Account 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

Sinking Fund 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

FISCAL NOTE 16: L/2 

2 

42,079,297 
4lt895:447 

_183_850) 

FY84 
$18,514,891 
18,433:997 

(80_894) 

44,936,719 
44(752,869 

183,850) 

FY85 
$19,772,156 

16,691:262 
(80_894) 
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HOUSE BILL ~o. 841 

Approved by committee 

on Taxation 

INTRODUCED BY DRISCOLL, DOZIERt WILLIAMS, Co SMITHt 

MCBRIDE, J. JENSEN, HEMSTADt DARKOt HARRINGTON, BRANDt 

AOOY• NEUMAN, FARRIS• SEIFERT• Q•CQNNELL, MILLER, HANSEN, 

BERGENEt CONNELLY, ELLE~Ot J• BROWNt THOflt HOWEt HANOt 

MCCORMICK, J. HAMMOND• REAM• VINCENT, SHONTZ, KEENANt 

PAVLOVlCH, CHRISTIAENS, SPAETH, MENAH~~. NISBETt OAILYt 

JACOHSO~t SAUNOERSt ROUSH, HARTt SCHYEt ~ENGTSONt 

lABRQCKit KENNERLY, HARPt VELE9ER, HANSON, 

HETCALFt KE~MISt KITSELHANt IVERSON 

BY .HOUEST OF THE HOUSE LABOR AND EMPLOYHtNT COMMITTEE 

A Bill FOR AN ACT E~TITlEO: •AN ACT TO EXEMPT TIPS FROM 

HONTA~A INCOME TAX LIABILITY ~~llHUULUING lAX; AMENDING 

SEE~t~N if,IlD~S 15-30-111 A~-15-lQ-ZQ1, HCAl_A~_fRQ~~ 

'-'D~L~~~I_Ifa!l~A~_Q6If·• 

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

Section 1. Section 15-30-111• ~CA. Is amended to read: 

•15-30-111. Adjusted qross inco~e. (lJ ~djosted gross 

incOUI"' shall be the taxpayer•s f'3'deral income tax adjusted 

qross income as defined in section 6l of the Internal 

Rev~nue Code of 1954 or as that section ~ay be labeled or 

~rn~nded and in addition shall include the following: 

(a) intere~t received on obl iqations of another state 

HB 091t1/02 

1 or territory or county, •unicipality• district, or other 

z political subdivision thereofi 

] (b) refunds received of federal income tax 9 to the 

4 extent the deduction of such tax resulted in a reduction of 

5 Montana income taK liability. 

b (Z) Notwithst~nding the provisions of the federal 

7 Internal ~evenue Code of 1954 as labeled or amended, 

8 adjusted gross income does not include the following which 

q are exe~pt from taxation un~er this chapter: 

' 10 (a) all interest inco11e froM obligations of the United 

11 States government 9 the state of Montana, county, 

12 municipality, district. or other political subdivision 

n thereof; 

14 (D) inter~st income earned by a taxpayer age 65 or 

15 older in a ta~able year up to and Including $800 for a 

16 taxpaver fll inq a separate return and $1 1 600 for each joint 

11 return; 

18 (c) all benefits received under the Federal ~mployees• 

19 RPtirement Act not in excess of $3,600; 

20 (dJ all benefits. not in excess of $360, received as 

21 ,'ln annuity, pension. or endowment under any private or 

2l corporate retirement plan or syste~; 

2'3 (e) all benefits paid under the teachers• retirement 

24 law which are specified as exempt from taxation by 19-4-706i 

25 lfl a11 benefits pdid under The Public Employees• 

-2- HB 841 
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Retlremen~ System Act which are specified as exempt from 

taKatlon by 19-3-105; 

(g) all benefits paid under the hiqhway patro1 

retlre~ent la" which are specified as exe~pt from taxation 

by 19-b-705i 

! n I 

I i I 

19-ll-605 

all "ontana inco•e tax refunds or credits thereof; 

all benefits paid under 19-11-602, 19-ll-604, and 

to retired and disabled firefighters, their 

survivinq spouses and orphans; 

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

for the policeMen's retireMent syste• provided for by Title 

19 9 ct.apter 91 

(k) gain required to be recognized by a li~uidating 

corpora~ion under l5-31-113(11(a)(lll~ 

Ul--illl-t.i-Q:~e.clUI __ ~Gt.iAD-.J~.L-at-..t.bil 

lDt.IWlal-&wuuillt..kadLQf..l~h-'lli-illllUldlld..allll....aill'lil;.lll) e DD 

Jaaua£~-1£-~· 

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

respect to which the electioo pro_vfded for under subchapter 

s. of the Internal Revenue COde of 195~. as aMended, is in 

effect_ but with respect to which the eJection provided for 

under lS-31-202, as a•ended, is not In effect, adjusted 

gross income does not Include any part of the corporation•s 

undistributed taxable income, net operating loss, capital 

gains .or other gains, prof"i ts.., or 1 osses requIred to bf!o 

-3- 118 841 
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inclu~ed In the shareholder•s federal IncOMe tax adjusted 

gross •ncomP. by r~ason of the said election under subchapter 

s. H~~ever, the shareholder•s adjusted gross incoee shall 

inclurle actual distributions from the corporation to the 

eKtent they would be treated as taxable dividends if tn~ 

subchapter s. electron were not in etfect. 

(~) A shareholder of ~ DISC that is exe~pt fro~ th~ 

corpordtion license tax under 15-31-102(1J(l) shall include 

in his adjusted qross Income the earninqs and p~ofits of thP 

orsc in the saee manner as provided by federal law (section 

9Q5, Internal Revenue Code) for all periods for Mhich the 

DISC el'ACt.fon Is eff"ect.ive.• 

S.E.C.llQfi-Z.&_-SE.t.I.lilli-l!i:J.Il:Z.IU.a...~.h-UJ!If~llfU._Ill..&.fAlU 

•t~-~0-201. Definitions• When used In 15-30-201 

throuqh 15-30-2099 the following definitions apply: 

(1) •Agricultural labor• includes all se~vices 

perfor~ed on a far• or ranch In connection with cultivating 

the soil or in connection with raising or harvesting any 

agricultural or horticultural com•odity, includinq the 

raisin'), shearing, feeding, 

management of 1 lvestock, bees, 

ani~als and wildlife. 

caring for, 

poultry, 

traininq• and 

and fur-ben~inq 

(2) •Employee• includes an officer, e•ployee, or 

el~cted public official of the United States. the state o£ 

Hontana-9 or any pol 1-tical subdivision thereof or arty ag·enc:y 

-4- 1111' 8lfl 
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H8 0841/02 

or Instrumentality of any one or more of the foregoing. The 

ter~ •e•ployee• also Includes ~n officer of a corporation. 

(3) "E•ployer• means the person for Mho• an Individual 

p~rfo~ms or perfor•ed anv service, of whatever nature• as 

the q~ployee of such person; except that if the person for 

who• the individual perform~ or perforaed the service does 

not have control of the oayment of the wages tor such 

service. ~he term •eaployer• means the perso~ having control 

of the pay•en~ of such wages. 

(4) •waqes" •eans all remuneration (other than fees 

paid to a public official) for services performed by an 

employee for his employer, including the cash value of all 

remuneration paid in any .edium other than cashs except that 

such term shall not include re•uneration paid: 

(a) for active service as a .ember of the armed forces 

of ttw Unfted States; 

(b) for agr;cultural labor as defined in subsection 

(lt: 

(c) for domestic service in a private hoaet a local 

colleo0 club, or local chapter of a college fraternity or 

sorority; 

(d) for casual 1 abor not In the course of th~ 

employer•s trade or business perforsed in any calendar 

quarter by an employee unless the cash remuneration paid for 

such service Is S50 or more and such service is performed oy 

-5- HB 841 
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an Individual who is regularly eMployed by such e~ployer to 

perform such service. For purposes of this subsection 

14)(d)~ an Individual is considered to be regularly e•ployed 

by an employer durin9 a calendar quarter only if: 

(i) on each of some 2~ days during such quarter such 

individual performs for such eMployer for some portion of 

the day service not in the course of the eMployer•s trade or 

busin~ss; 

(i i, such Individual was regularly e•ployed (as 

deter~ined under subsection (4)(d)(i)) by such employer in 

the ~erfor•ance of such se~vice during the preceding 

calendar quarter; 

(e) for services by a citizen or resident of the 

United States for a foreign government or an international 

organization; 

1 f J for services perfor•ed by a duly ordained• 

commissioned, or licensed minister of a church in the 

exercise of his ministry or by a member of a reliqious order 

in the exercise of duties required by such order; 

(g) (i) for services perforMed by an individual under 

the aqe of 18 in the delivery or distribution of ne~spapers 

or shopping news, not includinq delivery or distribution to 

any point for subsequent delivery or distribution; or 

(i i) for services perfor~ed by an individual in and at 

the time of the sale of newspapers or maqazines to ultimate 

-6- HB 841 
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consU~@rs under an ar~angement under which tne newspapers or 

magazines are to be sold bv hi~ at a fixed price, his 

co~pensation being based on the retention of the excess of 

such ~rice OY@r th~ amount at which the newspapers or 

magazines are charqed to himt whether or not he is 

6 guaranteed a minimum aaount of compensation for such service 

1 or is entitled to be credited with the unsold newspapers or 

8 maqazi nes turned b·ack; 

9 (h) for services not in the course of the employer•s 

10 trade or business to the extent paid in any mediu• other 

11 than cash when such payments are In the form of lodgings or 

12 ~~eals and such services are recei¥ed by the eMploy-ee at the 

13 reque~t of and for the convenience of the e•ployer; 

1~ (i) to or for an e•ployee as a payment for or a 

15 contribution tONard the cost of any group plan or program 

16 which bene¥its the e•ployee, including but not li•ited to 

17 life insurance, hospitalization insurance for the eMployee 

18 or deoendents, and e~loyees• club activities& 

19 Ul...-illi...t.iP.li&..l.a..iH;s;.ll.l:dil!l~lllUI-li~liD ~~02 I k I llf...t.llfl 

zo llltemill- Revegue t;l111e_gLJ.~~.I-JUJ11iUlliU-illllLa~lll.Lllo 

21 Ja~a~~-ia-12al•" 

22 SftilDH-la_-'OHLlbG~l__IfBalbAIIQN QAIEe_ JHIS __ACl 

23 Ifi8lb&IES __ lf __ QDHG&ESS--£A~ES--AHD~-fi£SID£til-Aee&~ 

24 ~lSLAllDb-IU!I_&f8D~S-IHE PBDYISlDH-lb SfCIIQb b05l!C~ 

2 5 DE-IIIE.IIIIEB.!IAL--&inl!UE--t;D.Il£._.JJf_..lfi.L..II!AI--IWIIWlES-Ab 

-7- HS 81tl 
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El!fLDIEE-ALLDtAIIQti-ED&_IA!_fU&euifS_Qf_Q&.JJE-~S-&f~!£~ 

~--IUE __ aUSlbfiS-_fD&~I!l!;l!-ll!f_fl!fLOlff~Qa~~_lE_ltilS-ALL 

lfa~l~AlfS£-ll_DDfS-SD-DH-ll!f_QAlf-Df-ll!f_f~AL-AeER~4L--Df 

IIIE-~O~G&ESSlDbAL-LEGLSLAllDK& 

-End-
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HOUSE Bill NOo 8 ... 1 

INTRODUCED BY ORISCOllo OOZIERo NILLIAHSo Co SMITH, 

HCBRIDEt J, JENSENo HEMSTADo DARKOo HARRINGTON, BRANDo 

ADDY, NEUMAN, FARRIS• SEIFERT, O'CONNELL, MILLER, HANSEN, 

BERGfNEt CONNELLY, ELLERO, J, 8RONNo THOFTo HOWEo HAND, 

MCCORMICK, J, HAMMDNDt RE~, VINCENT, SHDHTlo KEENAN, 

PAVlOVICH, CHRISTIAENS, SPAETHt NENAHAN• NISBETt DAILY, 

JACOBSO~, SAUNDERS, ROUSH, HARJo SCHYE, 8ENGTSON, 

ZABRDCKI, KENNERLY, HARPt VELESERt HANSONt 

METCALF, KENMIS, KITSElMANo IVERSON 

BY REQUEST OF THE HOUSE LABOR AND EMPlOYMENT COMMITTEE 

A Bill FOR AN ACT ENTITLED: •AN ACT TO EXEMPT TIPS FROM 

MONTANA INCOME TAX liABilitY ~liUUQLDING I&X; AMENDING 

SEE.£8N S~k!JU~ 15-30-111 A~-15-30-2Qio MCA~AND PBQVIQING 

J!._kQIIIlfll!i£!1LifB!IliiiAUJ:III...IIAif,• 

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

Section 1. Section lS-30-111. MCA. is amended to read: 

•15-30-111. Adjusted qross income. (11 Adjusted gross 

lnco~ shall be the taxpayer•s federal Income tax adjusted 

gross incoMe as defined in section 6Z of the Internal 

Revenue Code of 195~ or as that section May be labeled or 

amended and in addition shall include the following: 

(a) Interest received on obllqatlons of another state 
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or territory or county, .unlcfpalityt district, or other 

political subdivision thereofi 

(bJ refunds received of federal lnca.e tax• to the 

extent the deduction of such tax resulted In a reduction of 

Montana lncoee taK liability. 

(ZJ Notwithst~nding the provisions of the federal 

Internal Revenue Code of 1954 as labeled or amended, 

adjusted gross lneo•e does not include the following which 

are exe•pt from taxation under this chapter: 

(a) all Interest lncoae fro• obligations of the United 

States governntentt the state of Montana, county• 

Municipality, district, or other political 

thereof; 

subdivision 

(bJ interest Income earned by a taxpayer age 65 or 

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

taxp.'1yer f11 inq a separate return and Slt600 for each joint 

returni 

(c) all benefits received under the Federal E•ployees• 

R~tire•ent Act not in excess of S3•600; 

(d) all benefits, not in excess of S360t received as 

an annuity, pension, or endowment under any private or 

corporate retirement plan or system; 

(e) all benefits paid under the teachers• retirement 

law which are specified as exP.mpt from taxation by 19-~-706i 

(f) all benefits paid under The Public Employees• 

-z- HB B41 
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Retlre~ent System Ac~ which are specified as exe•pt from 

taKatlon by 19-3-105; 

(91 all benefits paid under the highway patrol 

retirement law which are specified as exeapt from taxation 

by 19-b-705; 

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

(I) all benefits paid under 19-11-602• 19-11-604• and 

19-ll-60S to retired and disabled firefighters, their 

survivinq spouses and orphans; 

til all benefits paid by first- or second-class cities 

for the pollce.en•s retireMent systee provided for by Title 

19t chapter 9; 

4k) gain required to be recognized by a liquidating 

corporation under 15-31-113(1){a){il)~ 

Lll--811---tlPS--~XB~ad--b¥--S~iQo__liQZLkl--af--tba 

lDtUDd-B.Ill!iiDWI..l:OliJLaf~!u-.:t:i-illiUIDJ11ld-ila!L.iiiU!liUIU&-OD 

.li11Wal:lt-la..l.2fll• 

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

respect to which the election provl~ed for under subchapter 

s. of the Internal Revenue Code of 195~. as amended, is in 

effect but with respect to which the election provi~ed for 

under lS-31-202 9 as aMended, is not In e~fect• adjusted 

gross lnco.e does not include any part of the corporation's 

undl str t buted ta)(ab·l e I ncotlle; -net operatIng 1 oss. capital 

gains or other g'aclns, proflt!s.. or losses required to be 
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included In the s~areholder•s federal inca.e tax adjusted 

gross income by reason of the said election under subchapter 

s. HOwever• the shareholder's adjusted gross incoee shall 

Include actual distributions from the corporation to the 

extent they would be treated as taxable dividends if the 

subchapter s. electfon were not in effect• 

«~) A shareholder of a DISC that is exempt fro• 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 saee manner as provided by federal law (sec~ion 

9q5• Internal Revenue Code) for all periods for which the 

DISC elPction Is ef~ectiva.• 

S~tliQ~ S~CTIQN_li=lQ:ZQl£_at&a-~~IQ BE&O: 

•1~-30-201· Definftlons. Nhen us eo In 15-30-201 

throuqh 15-30-209• the following definitions apply: 

(l) "Agricultural labor• includes all services 

perFor~ed on a far• or ranch In connection with cuJtfvating 

the sail or in connection with raising or harvesting any 

agricultural or horticultural co•modity• includinq the 

raising, shearing, feedingy 

•anagement of livestock, bees. 

ani~als and wildlife. 

caring for, 

poultry. 

training,. and 

and fur-bearinq 

(2) •e•ployee• includes an officer. employee,. or 

elected public official of the United States,. the state of 

Montana,. or any political subdivision thereof or any agency 
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or lnstru.entallty of any one or .are of the foregoing. The 

terM • .. ployee• also ineludes an officer of a corporation. 

(3) •E~loyer• Means the person for who• an Individual 

performs or perfor•ed any service. of whatever nature. as 

the g•ployee of such person; exce~t that 1¥ the parson for 

who• the individual perfor•s or perforaed the service does 

not ~ave con-trol · of the payn~ent of the wages for such 

service, the ter• •e~loyer• .. ans the person having control 

of the pay•ent of such wages. 

(~) •wages• •eans all re.uneration (other than fees 

paid to a public official) for services perfor•ed by an 

employee for his employer, Including the cash value of all 

remuneration paid in any .ediu• other than cash• except that 

such term shall not include re•uneratlon paid: 

(at ·for active service as a .eMber of the ar.ed forces 

of t.he United States; 

(bJ for agricultural labor as defined in subsection 

(1 I; 

(ct for doaestic service in a private ho~t a local 

colle~e club, or local chapter of a college fraternity or 

sorority; 

(dJ for casual labor not In the course of the 

e~~tpl"oyer•s trade or business perforaed in any calendar 

quarter by an employee unless the cash remuneration paid for 

such service Is sso or more and such service is perforMed Dy 
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an Individual who is regularly e•ployed by such ••ployer to 

perform such service. For purposes of this subsection 

(4t(d)• an Individual Is considered to be regularly e•ployed 

by an employer during a calendar quarter only if: 

(i) on each of some 2~ days during such quarter such 

Individual perfor•s for such employer for so•e portion of 

the day servi~e not in the course of the e•ployer•s trade or 

business; 

(ii) such individual was regularly e•ployed (as 

deter~lned under subsection (lt)(d)(l)) by such e•ployer In 

the perfor~ance of such service during the preceding 

calendar quarter; 

(e) for services by a citizen or resident of the 

United States for a fOreign govern•ent or an international 

?rganization; 

CfJ for services perfor•ed by a duly ordained• 

commissioned, or licensed minister of a church in the 

e•ercise of his ministry or by a ae~ber of a reliqious order 

in the exercise of duties required by such order; 

(g) (i) for services perfor•ed by an individual under 

th~ age of 18 in the delivery or distribution of newspapers 

or shopping ne~s~ not includinq delivery or distribution to 

any point for subsequent delivery or distribution; or 

(I i) for services per~or~ed by an individual in and at 

the time of th4! sa 1 e of newspapers or maqaz i nes to ul t i ute. 
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consu•ers under an arrange.ent under which tne newspapers or 

magazines are to be sold by hfm at a fixed price, his 

coepensation being based on the retention of the excess of 

such ~rice over the a•ount at which the newspapers or 

aagazlnes are charqed to hi•• whether or not he is 

6 guaranteed a Minimum a.aunt of COMpensation for such service 

1 or is entitled to be credited with the unsold newspapers or 

B magazines turned back; 

9 (h) for services not in the course of the employer's 

10 trade or business to the extent paid in any •edlum other 

11 than cash when such payments are In the for• of lodgings or 

12 .eals and such services are received by the e•ployee at the 

1~ requeit of and for the convenience of the-e•ployer; 

H (i) to ~ for an employee as a payMent for or a 

IS contribution ~oward the cos~ of any group plan or program 

16 which benefits the e•ployee, including but not li•ited to 

17 life insurance, hospitalization insurance for the employee 

18 or dependents. and e.ployees• club activitiesl 

19 Lll-_as-ti~a·-LD-~'acdin_._Mitb-s~ao-l~~l-~ 

2 o lDUmal-&.llllllllULtW!Laf-.1~~.&.-aLaafUlllWI-awLappli.l;.;iJULQD 

21 .lallUili:X-l&..I.iU• • 

ZZ S£tllDB-l&--LUHil~Etil-_l£8MlNAIIQH__Q61~ !HIS_--"! 

Z3 I£!!lB6IfS_-If_CDHG&fSS_£!£SfS __ ~D-~-fRES!DEtil-'ff&~ 

Z~ J.£1il!i1.4IIDii-IHAL&fllDULII1f-f&m:llllltLIIII~fUION 6QS311: I« 31 

25 , · QE._Iljf_IllnJlriAL--!El!EtiU£ tnptf _Qf_J.72!t_l!:!AI S fQIH& E~ 

-7- HB 8'>1 

1 

2 

3 

"' 

HP 08"+1/02 

f!!eLIJif£_6LLllt&.Illlli-fDB-I.U-fll&ms.ES-DLU QE GRQ$,LBJ;tfl£LS, 

!Jf_-lllf--IIIISl.!llfU-.EIJ&-lllllli:Llllf-flleLD.x£LIUIU~ l F Ill! S -AU 

IEaalNAifS£_11-DIJES-SO-DtLillf_PAlf-DE-lHE-fltiAL_.ef&~--Df 

IliE-tD~&&fSSXIJNAL-LEGISLl110Ka 

-End-

-8- HB 8"+1 



April 14, 19 8 3 

SENATE COMMITTEE OF THE WHOLE AMENDMENT 

That House Bill No. 841 be amended as follows: 

l. Page l, line 13. 
Following: "EXEMPT" 
Insert: "CERTAIN" 

2. Page 3, line 17. 
Following: "1983" 
Insert: "received by persons for services rendered by 
them to patrons of premises licensed to provide food, 
beverage or lodging'' 

3. Page 7, line 21. 
Following: "1983" 
Insert: "received·by persons for services rendered by 
them to patrons of premises licensed to provide food, 
beverage or lodging" 
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HOUSE BILL NO. 8't1 

I~TRODUCED BY DR!SCOlLt DOZIERt WILLIAMS, Co SMITH, 

MCBRIDE, J• JE~SEN• HEMSTADt DARKOt HARRINGTO~. SRA~Dt 

ADDY, NEUMAN, FARRISt SEIFERTt O'CON~Ell, MILLERt HANSEN, 

dEK~ENE, CONNEllYt ElLERD, Jo BROWN, THOFTo HOWEt HANDt 

MCC3RMICKt J. HAMMOND, REA~t YINCENTt SHONTZt KEENAN• 

PAYLOYICHt CHRISTIAENS, SPAETH, MENAHANo NISBETo DAILYo 

JACOBSONt SAUNDERS, ROUSHt HARTt SCHYEo BENGTSD~o 

ZABROCKio KENNERLY, HARP, YELERERo HANS~t 

METCALFt KEMMISt KITSElMANo IVERSON 

BY REQUEST OF THE HOUSE LABOR AND EMPLOYMENT COMMITTEE 

A BIL_ FOR AN ACT ENTITLED: "AN ACT TO EXEMPT kf&lA~ TIPS 

FRO~ MONTANA INCOME TAX LlABILITV !~-WliUtiOLDING lAX; 

AMEND!~G SE~~8N Sf~S 15-30-111 !bD-lS:~• MCA~--Ada 

eao~lQl~k-'-'auiiNG~-If&tilti!llU«-D!If·• 

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

Section l• Section 15-30-lllt MCA• is amended to read: 

•15-30-111. Adjusted gross income. (1) Adjusted gross 

income shall be the taxpayer•-s federal income tax adjusted 

gros~ inco~e as defined in section 62 of the Internal 

RevenJe Code of 1q5~ or as that section may be labeled or 

amend~d and in addition shall include the following: 

(a) interest received on obliga~ions of another state 
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or territory or county, municipality. district, or other 

political subdivision thereof; 

(h) refunds received of federal income ~ax• to the 

extent the deduction of such tax resulted in a reduction of 

Montana Income tax liability. 

CZJ Notwithstanding the provisions of the federal 

Internal Revenue Code of 1954 as labeled or amended 9 

adjus~ed gross income ooes no~ include the following which 

are exempt from taxation under th1s chapter: 

(a} all interest IncoMe fro• oOliQations of the United 

States gover mnent • the 

munlci?alltYt 

thereof; 

district, 

state 

or other 

of Montana, county. 

poJitical subdivision 

(b) interest income earned by a taxpayer age 65 or 

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

taxPaver filing a separate return and Sl9600 for each joint 

return; 

(c) all benefits received under the Federal Employees• 

RPtir~ment Act not In excess of S3,600; 

ldJ all benefits. not in excess of $36~h received as 

an annuity, p~nsion, or endowment under any private or 

corporate retirement plan or system; 

(e) all benefits paid under the teachers• retirement 

law w'1ich are soecifiea as exempt from taxdtion by 19-4-706; 

(t) all ben~fits paid under Th~ Public Employees• 
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Retirement System Act which are specifie~ as exeMpt from 

taxati3n by 19-3-105; 

(g) all benefits paid under the nlgh .. ay patrol 

retirement law Nhich are specified as exe•pt from taxation 

by 19-6-?051 

(h, all Montana lnco•e tax ref~nds or credits thereof; 

(I) all benefits paid under 19-11-ooz, 19-11-604, and 

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

survi~ing spouses and orphans; 

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

for the pollce•en•s retire.ent system provided for by TitJe 

19, chapter 9; 

(kJ gain required to be recoqnlzea Dy a liquidatin~ 

corporation under 15-31-113(1) (at( I i )l 

Lll--a~tlR~ covered b¥--ieetlAa- )402fkl of -Xbe 

1~~oal__&e~ue_,Qda_gf_~~~eoded and opplicable go 

Jaouat~-l~-lial~-&ft£1~~_f~Da$_fUB-~~RYICES RENOEREQ 

DX--I!:lf!I_-1Q_f!IBPMS-l!LUfllilf.S..llt.f;II~P-flWVIOE fPPQo 

AfV~6afL-PR_LOP61116o 

(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 elec~ion provided for 

under 15-31-202, as amended, is not In effectt adjusted 

gross income does not include any part of the corporation's 
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un~istributed taxable income, net operatinq loss, cap,tal 

~ains or other gains, profits, or losses required to be 

inclu1ed in the shareholder's federal income tax adjusted 

gross income by reason of the said election under subchapter 

s. Ho~ever, the shareholder's adjusted gross income shdll 

include actual distributions from tMe corporation to th? 

extent they would be treated as taxable dividends if th~ 

subchaoter s. election were not in effect. 

(4) A shareholder o~ a OISC that is 4xempt from the 

coroordtlon license tax under 15-31-102(1)(1) shall include 

in his adjusted gross inco•e the earnlnqs and profits of the 

DISC In the sa~e manner as provided by federal law (section 

9q5t Internal Revenue Code) for all oeriods for which the 

DISC election is effective.• 

S~tilPII-Z&--SE,~-l~:lD:Zol£_HtA£_1S_,e~PfP_IQ_~& 

~15-30-201. Definitions. When used in 15-30-201 

throuch 15-3D-Z09• the followi~g definitions apply: 

(1) •Agricultural labor• includes all sent ices 

perf3rmed on a farm or ranch in connection with cultivatinq 

the soil or In connection with rdlsing or ~arvesting any 

agricultural or horticultural commodity, includinq the 

raisin~. shearing, feeding, caring fort 

manag9ment of livestock, bees, poultry, 

ani~al5 and wildlife. 

(Z) •EMployee• Includes an officer. 

-4-

training, and 

and fur-bearing 
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electe3 public official of the United States• the state of 

~ontanat or any political subdivision thereof or any agency 

or ;,strumentality of any one or More of the foregoing. The 

ter~ •e~ployee" also includes an officer of a corporation. 

(3) "EMployer" Means the person for who• an Individual 

perfor~s or performed any servic~, of whatever natur~• as 

the e~ployee of such person; except toat if the person for 

who~ the Individual performs or performed the service does 

not h~ve control ~f the payment of the wagas for such 

~ervicet the t~rm •employer• means the person havinq control 

of th~ pavfient of such wages. 

{!t) "Waoes• means all re111unerat.ion (other than fees 

;>aid t.o a public official) for services performed by an 

eeplovee for his employer, including the casn value of all 

remunAration paid in any medium other than casht except that 

such term shalt not include remuneration paid: 

(a} for active service as a member of the armed forces 

of th~ United Statesi 

(!l) for aqricultural labor as defined in subsection 

( l); 

(c) for domestic service in a private home, a local 

colle1e clubt or local chapter of a colle9e fraternity or 

sornrity; 

Pl for casual labor not in ~he course of the 

employer•s trad~ or business performed in any calendar 
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quart~r by an employee unless the cash remuneration paid for 

sue~ service is $50 or more and such service is performed by 

an ir::Hvidual !to~ho is regularly employed by such employer to 

perform such service. For purposes of this subsection 

(4){1), an individual is considered to be regularly eNployed 

by an employer during a calendar quarter only if: 

(iJ on each of some 24 days during such quarter such 

indi~idual performs for such employer for soMe portion of 

the d3y service not in the course of the e~ployer•s trade or 

bus.in~ss; 

( i i) such Individual was regularly 

deterr.ined under subsection (4)(d)(i)) by such 

the performance of such service during 

calendar quarter; 

employed (as 

eMployer in 

the preceding 

(e) for services by a citizen or resident of the 

Unit.e::l States for a foreiqn government or ~n international 

or']3rtizatfon; 

(f) for serv-ices oerformed ova duly orddined., 

com-nio;"iionedt or licensed minister of a church in the 

ex~rcise of his ministry or by a me~ber of a rei iqious order 

in t.he ex.~rcise of duT.ies r4;>quired by suet', order; 

I o) (I) for ~ervices performed by an individual under 

the ~qe of 16 in the delivery or distribution of newspapers 

or sh,pping ne~s~ not including delivery or distribution to 

any ~~i~t for subseauent delivery or distribution; or 

-~- HB 841 
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(i i) for services performed by an individual in and at 

the ti~e of the sale of ne~spapers or magazines to ultimate 

consumers under an arranqement under which the newspapers or 

magazines are to be s~ld by him at a fixed price 9 his 

compensation beinq based on the retention of the excess of 

such price over the amount at which tne newspapers or 

magazines are charged to him. whether or not he is 

guara1teed a mini•u~ amount of compensation for such service 

or is entitled to be credited with the unsold newspapers or 

10 magazi~es turned back; 

11 (h) for services not In the course of the employer's 

12 trade or business to the extent ~aid in any medium other 

13 than cash when such pay~ents are in the form of lodgings or 

14 m~als and such services are received by the employee at the 

15 request of and for the convenience of the employer; 

16 (i) to or for an employee as a payment for or a 

17 contribution toward the cost of any qroup plan or orogra• 

18 which neneflts the emoloyee, including but not limited to 

1~ life insurance, hospitalization insurance for the employee 

20 or de~endents• and employees• club activities~ 

21 1ll--~a-ti~~-1D-~~~Ldaa~~-~b-~~lga_li~Qf-Lne 

22 latBLO~l-&~~OUB-t~~~-gf_l2~~1-~~mB~Q_~-~~~~Le--QD 

23 J~DU~C¥--l&--12ala-&fkfl~EQ-BX-ff~i-EQ&-Sfa¥1~~~ 

24 BY-Itif~_lQ-fAI~~-UE-f&EHl~f~--klkEN~--lU--f&~t--EaQa& 

Z5 Bf~fR!kfa-UR_LQQ~~·" 
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