HOUSE BILL MO, 841

INTRODUCED BY DRISBCOLL, DOZIER, WILLIAMS, C., S8MITH,
HMCBRIDE, J,., JENSEN, HEMSTAD, DARKQO, HARRINGTOH, BRAND,
ADDY, NEUMAN, PARRIS, SEIFERT, O'CONNELL, MILLER, HANSEN,
BERGENE, CONNELLY, ELLERD, J. BROWN, THOPFT, BOWE, HAND,
MCCORMICK, J. HAMMOND, REAM, VINCENT, SHONTZ, KEENAN, PAVLOVICH,

CHRISTIAENS, SPAETH, MERAHAN, NISBET, DAILY,
JACOBSON, SAUNDERS, ROUSH, HART, SCHYE, BENGTSON,
ZABROCKI, KENNERLY, HARP, VELEBRER, HANSON,
METCALF, KEMMIS, KITSELMAN, IVERSON

BY REQUEST OF THE ROUSE LABOR AND EMPLOYMENT COMMITTEE

IN THE HOUSE

Fabruary 15, 1983 Introduced and referred to
Committee on Taxation.
March 23, 1983 Committee recommend bill do
pass as amanded. Report
adopted,
March 24, 1983 Bill printed and placed on
membars' dasks.
March 26, 1983 Second reading, do pass,
Harch 28, 1983 Considered correctly
angrossed.

Third reading, passed,
Transmitted to Senate,
IN THE SBENATE

April 5, 1983 Introduced and referred to
' Committes on Taxation.

April 12, 15813 On motion ordered placed on
second reading.

Sacond reading, concurred
April 14, 1983 in as amended.



April 15, 1983 Third reading, concurred in.
Ayes, 39; Roes, 9.

IN THE HOUSE

April 15, 1983 Returned to House with
: apendments.
April 16, 1983 S8econd reading, amendments

concurxred in.

Third reading, amandmanta
concurred in.

Sent to enrolling.

Reported correctly enrolled.
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t on 15-30-111y MCAy is ended to read:

"15 30~111+ Adjusted gross incomes (1) Adjusted gross

L/ Section le

income shall be the taxpayer®s federal income tax adjusted
gross income as defined in section 62 of the Internal
Reverme Code of 1954 or as that section may be labeled or
amended and in addition shall include the foliowing:

{a) interest received on obligations of another state
or tarritory or countys municlipalitys districts or other
pelitical subdivision thereof;

{>) refunds received of federal income taxy ta the
extent the deduction of such tax resulted In a reduction of
Mcntana income tax liabilitye.

{2) Notwithstanding the provisions of the federal
Internal Revenue Code of (9% as VYabeled or amended,
ad justed gross income does not Include the following which

are exempt from taxation under this chapter:

TD EXEMPT ’ng: FROM
LITY' AMENDING SECTION A5 -30-111,
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{a) a1l interest income from obligations of the tinited
States governmenty the state of Montana, countyy
municipalityy districty or other political subdivision
thereof;

(b) interest income earned by a taxpayer age 65 or
older in a taxable year up to and including $800 for a
taxpayer flling a separate return and $1,5600 for each joint
return;

tc) all benefits received under the Federal Employees®
Retiresment Act not in excess of $3,600;

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

te) all benefits paid under the teachers® retiremsent
Yaw which ara specified as exempt from taxation by 19-4-7063

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

tg) amnl benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-T705%

{h} all Montana income tax refunds or credits thereof;

(i) all bpenefits paid under 19-11-602y 19~11-60%sy and
19-11-605 to retired and disabled firefighterss their

surviving spouses and orphans;

-=2- INTRODUCED BILL
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{J) @11 venefits paid by first— or second-class cities
for the palicemen's retirement system provided for by Title
19y chapter 9;

{k} gain required to be recognized by a liquidating
corporation under 15-31-113{1){a)(il}i

(li_.all _ tips_ _covered by sactigo. 35021kl _aof _.the
loterpal Reyeoue Code of 1254._as asended and applicable . go
Jdaouary. lz_ 1383«

{3} 1In the case of a sharehclder of a corporation with
respect +to which the election provided for under subchapter
S+ of the Internal Revenue (ode of 1954y as amendedsy Is in
effect bﬁt with respect to which the election provided for
under 15-31-202+ as amendeds s not In effects adjusted
grass income does not Include any part of the corperation’s
undistributed taxable incomes net operating lossy capital
gains or other gainsy profitses or losses raguired to be
included in the shareholder®s federal IiIncome tax adjusted
gross income by reason of the sald election under subchapter
S« Howevery the shareholder*s adjusted gross incoﬁe shall
include actual distributions from the corporation to the
extent they would be treatad as taxable dividends if the
subchapter S« election were not in affect.

(4} A shareholder of a DISC that is exempt from the
corporation 1license tax under 15-31-102(1)(1) shall include

in his adjusted gross income the earnings and profits of the

-3
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DISC In the sawe manner as provided by federal Taw ({section
995y TInternal Revenve Code) for alt periods for which the
DISC 2lection is effectivea”

-End-



STATE OF MONTANA
REQUEST NO. 444-83 __.

FISCAL NOTE
Form BD-15

In compliance with a written request received _february 16 , 18 _83 | there is hereby submitted a Fiscal Note

for

_House Bill 84l 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, 1o members

of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

;

House Bill 841 exempts tips from Montana income tax liability.

ASSUMPTIONS :

1) National estimates of per capita retail sales at eating and drinking estab-
lishments are $414 in 1981. Using an estimated Montana population of 806,200
implies $334.3 million of retail sales in Montana for 1981 This sales level
is assumed constant for the biennium.

2)  The IRS estimated that 55% of these expenditures are made at establlshments
where tips are customary.

3) 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

4) A 5% average marginal tax rate is assumed.

5) All tips collected in the past have been reported and taxed. If this is not

true, the fiscal impact of the bill is less. For example, if only 25% of tips
were reported for tax purposes in previous years, the revenue loss caused
by the bill would be only $183,850 per year.

FISCAL IMPACT:

FYB4 FY85

Individual Income Tax

Under Current Law - §168,317,188 $179,746,875

Under Proposed Law 167,581,788 179,011,475

Estimated Decrease , (735,400) (735,400)
General Fund

Under Current Law 107,723,000 115,038,000

Under Proposed Law 107,252,344 114,567,344

Estimated Decrease 5470,656) (470,656)

(Continued)- _ ﬁ ) . () .]/\/'\l' é

BUDGET DIRECTCR
Office of Budget and Program Planning

Date: 2 -149-




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

42,079,297
41,895,447

§183:850)

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

(80,894)

44,936,719
44,752,869

—(183,850)

Fy8s5
$19,772,156
16,691,262

(80,894)

HB P/
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Approved by committee

on Taxation

1 RMISE BILL ND. 841 1 or territory or countys municipalitys districtes or other
2 INYRODUCED BY DRISCOLLy DOZIER+s WILLIAMSs Co SMITHs 2 political subdivision thereof;

3 MCBRIDE, Je JENSENs HEMSTADy DARKOs HARRINGTONs BRANDs 3 (b)Y refunds received of federai income taxy to the
4 ADDYy NEUMANy FARRISs SEIFERTy O'CONNELLs MILLERy HANSENy 4 extent the deduction of such tax resulted in a reduction of
5 BERGENEy CONNELLYy ELLERDy Jeo BROWNe THOFTe HOWEe HAND 5 Montana income tax liability.

& MCCORMICKs Je HAMMONDy REAMs VINCENT, SHONTZ+ KEENANSy [ (Z2) MNotwithstanding the provisions of the Ffederal
7 PAVLOVICHy CHRISTIAENS, SPAETHy MENAHANy MNISBETe DAILY, 7 Internal Sfevenue Code of 1954 as labeled or amended,
B JALOBSONy SAUNDERSy ROUSHe HARTe SCHYEe BENGTSONs 8 adjusted gross income does not include the following which
9 ZABROCKIy KENNERLYs HARPy VELESERy HANSON, 9 are exempt from taxation under this chapter:

ic HMETCALFy KEMMISs KITSELMAN, IVERSON 10 fal all interest income from obligations of {he United
11 BY REQUEST OF THE HOUSE LABGR AND EMPLOYMcENT COMMITTEE 11 States qovernment ¢ the state of Montanas countys
12 12 municipalityy districty or other political subdivision
13 A BILL FOR AN ACT ENTITULED: ™AN ACT FO0O EXtEMPT TIPS FROM 13 thereof}

14 MONTAMA  TINCOME TAX LIABILITY AND MITHHOLDING TAX: AMENODING 14 {b) interest income earned by a taxpayer age 65 or
15 SEEFEAN SECYIONS 15-30-111 AND 15-30-201s MCAL_AND PROVIDING 15 older in a taxable year up to and including $800 for a
16 A_CONTINGENT TERMINATION DATE." 16 taxpaver filing a separate return and $14600 for each joint
17 17 return;

1R BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 18 {c) all benefits received under the Federal Employees®
19 Section 1. Section 15-30-111s MCAs is amended to read: 19 Retirement ACt not in excess of $3,600%
20 =1%-30~111s Adjusted gross incomes {1) Adjusted gross z0 {d) all benefitsy not in excess of $360y received as
21 income shall be the taxpayer®s f2deral income tax adjusted 21 an  annuitys pensione or endowment under any private or
2?2 gross income as defined in section 62 of tnhe Internal 22 corporate retirement plan or system;

23 Revenue Code of 1954 or as that section may be labeled or 23 {e) all benefits paid under the teachers® retirement
2% amended and in addition shall include the following: 24 law which are specified as exempt from taxation by 19-4-706;
25 {a) interest received on obligations of another state Z25 {f) alt benefits paid wunder The Public Employees®

-2= HB 841
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Retirement System Act which are specified as exempt from
taxation by 19-3-105;

{9y all benefits paid undér the highway patro}
ratirenent taw which are specified as exempt from taxation
by 19-6-705;

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

(i) all benefits paid under 19-11-602y 19-11-604s and
19-11-605 to retired and disabled fFfirefighterss their
surviving spouses and orphans;

(i) all1 benefits paic by first- or second-class cities
for the policemen®s retirement systeam provided for by Title
19, chapter 93

(k) gain required to be recognized by a 1liquidating
corporation under 15-31-113(1){a)(il)i

£1)_.all__ tips. covered _by. sectiopn _3402(k) _of _the
loteraal Eeveque Code_of 1955 as.amended.and applicable _gn
Jdanuary.ls_1983.

{3} In the case of a shareholder of a corporation with
respect to which the electian provided for under subchapter
5« of the Internal Revenue Code of 1954+ as amendedr is in
effect but with respect to which the election provided for
under 15-31-202, as amendedy is not In effects adjusted
aross income does not include any part of the corporation®s
undistributed taxable incomes net op2rating losss capital

gains .or other gains, profitss orF Yosses required to be

-3- HB B41
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included in the sharehslder®s federal fincome tax adjusted
gross income by reason of the said election under subchapter
Se. Howevers the shareholder's adjusted gross income shall
include actual distributions from the corporation te the
extent they would be +treated as taxable dividends if tne
subchadter 5. election were not in effectes

{2) A shareholder of a DISC that is exempt from the
corporation license tax under 15-31-102(1}(1) shall inciude
in his adjusted gross income the earnings and profits of the
OISC in the same manner as provided by federal law (section
935, Interna' Revenue Code) for all periods for which the
DISC etaction is effective,”

SECTION 2o SECTION 15:=30-201s MCAs IS _AMENDED IO _READ:

w]15-30-20l. Definitionse When used in 15-30-201
through 15-30-209y the following definitions apply: ‘

(1) =agricultura) labor®™ incYudes all sarvices
performed on a farm or ranch in connection with cultivating
the soil or in connection with raising or harvesting any
agricultural or horticultural commoditys including the
raisingy shearings Ffeedingy caring fore traininge aad
management of 1ivestocks beess poultryy and fur-dearing
animals and wildlife.

{2) “Employee®™ includes an officery employeey oy
alected public official of the United Statess the state of

Montanay or any political subdivision thereof or any agenty

—tp e 841
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or instrumentality of any one or more of the foreqoinge The
term "employee® alseo includes an officer of a corporations

{3) “Eaployer”™ means the parson for whom an Individual
performs or performed any service, of whatever natures as
the =mployee of such person; except that if the person for
whom the individual parforms or parformed the service does
not have control of the payment of the wages for such
sarvice, the term "employer® means the person having control
of the payment of such wagese

{4) ™"Wages®" means all remuneration (other than fees
paid toe a public official) for services performed by an
employee for his employers including the cash value of all
remuneration paid in any medium other than cashs except that
such term shall pnot include remuneration paid:

(a) for active service as a nembgr of the armed forces
of the United States;

(b)Y Ffor agricultural 1labor as defined in subsection
(1)

{c) for domestic service in a private homes a local
collear <¢Yuby or local chapter of a college fraternity or
sororitys;

{d) for casual labhor not Iin the course of the
employer?s trade or business performed in any calendar
quarter by an employee unless the cash remuneration paid for

such service ts $50 or more and such service is performed oy

—5- HB8 841
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an Individual who is regularly employed by such employer to
perform such services For purposes of this subsection
{#)(d)+ an individual is considered to be regularly employed
by an employer during a calendar quarter only if:

{i) on =each of some 24 days during such quarter such
indlvidual performs Ffor such employer for sowe portion of
the day service not in the course of the employer®s trade or
businsss;

(ii) such individual was regularly employed {as
determined under subsection (%#)(d}{i)) by such employer in
the perfnrmante of such service during the preceding
calendar quarter;

{e)} for services by a citizen or vresident of the
United States for a foreign government or an international
organizationg

{(F1 for services performed by a duly ordainedy
commiss fonedy 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;

(q) (i) for services performed by an individual under
the ane of 18 in the delivery or distritution of newspapers
or shopping newsy not including delivery or distribution to
any point for subsequent delivery or distributioni or

(ii} for services performed by an individual in and at

the time of the sale of newspapers or magazines to ultimate

-6- . HB 841
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consumers under an arrangement under which tne newspapers or
magazines are to be sold by him at a fixed pricey his
compensation being based on the retention of the excess of
such orice over the amount at which the newspapers or
magazines are c¢harged to hime whether or not he s
guaranteed a minianum amount of compensation for such service
or is entitled to be credited with the unsold newspapers or
magazines turned back;

th) for services not in the course of the employer®s
trade or business to the extent paid in any medium other
than cash when such payments are Iin the form of lodgings or
meals and such services are received by the employse at the
request of and for the convenlence of the employer;

{i} to or for an employee as & payment for or a
contribution toward the cost of any group plan or prograe
which benefits the employees including put not limited to
Tife insurances hospitalization insurance for the employee
or dependentss and employees® club activitiesi

£id__as tipse_ in accordance with_section 3402(k) of the
Intecnal _Revepue fode of 193%: as_amended and_applicablg oo
Jdangary. ls 1983.%

SECTION 3. _CONYINGENT TERBMINATION OAIE. _ JHIS __ ACT
TERMINAYES _IF CONGRESS _PASSES. _AND THE PRESIQENT ASERUMES
LEGISLAIION THAT REMONES_THE PROYISION IN SECTION £033(C1L3)
CE_IHE. INMIERNAL __REYENUF__CODE__OF 193% THAT RFQUIRES AN

-T= HS 841

HE Da4liu2

EMPLOYEE_ALLOCATIQN EOR_TAX _PURPOSES OF 8% _QF GROSS RECEIPIS
Q. _IHE. BUSINESS.  EQR_WHILH THE EHPLOYEE WORKS. 1E IHIS_ALY
IERMINATESs IY DOES_SO ON IHE DAIE_QF YME _FINAL APPROYAL. .(EF
IHE _LONGRESSIONAL _LEGISLATION.

-End-~-
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HOUSE BILL NO. 841
INTRODUCED BY DRISCOLL, DOZIERe WILLIAMSs Ce SMITH»
MCBRIDEy Je JENSENs HEMSTADy DARKDy HARRINGTONy BRANDy
ADDYs NEUMANy FARRISy SEIFERTs O'CONNELLy MILLERs HANSENy
BERGENEy CONNELLYy ELLERDy J. BROWNs THOFTs HOWEs HAND,
MCCORMICKy Jo HAMMONDs REAMs VINCENTy SHONTIy KEENANy
PAVLOVICHy CHRISTIAENS, SPAETHy MENAHANe NISBETy DAILYsy
JACOBSONs SAUNDERSs RDUSHs HARYTs SCHYEs BENGTSONe
ZABROLKIy KENMERLYs HARPs+ VELEBER+ HANSONe
METCALF+ KEMMIS, KITSELAAN. IVERSON
BY REQUEST OF THE HOUSE LABOR AND EMPLOYMENT COMMEITTEE

A BILL FOR AN ACT ENTITLED: ®AM ACT TO EXEMPT TIPS FROM
MONTANA  INCOME TAX LIABILITY ANOD MITHHOLDING IAX: AMENDING
SEE¥EAN SECTIONS 15-30-111 AND_15-30-201s MCAZ_AND PRONIDING
A_CONTINGENT TERMINAITION QATE-"

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1« Section 15-30-11l1+ MCAy is amended to read:
®15~30-111« Adjusted gross incomes (L) Adjusted 9gross

income shall be the taxpayer®s federal income tax adjusted

qross income as defined in section 62 of the Internal

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

amended and in addition shall include the following:

{a) interest received on obligations of another state
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or terfritory or countys wsunicipalitys districts or other
political subdivision thereof;

(b} refunds received of faderal Income taxe 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 amendedy
ad justed 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 government s the state of Montanae countye
municipalityy districty or other political subdivision
thereof;

{b} interest income earned by a taxpayer age &5 or
older in a taxable year up to and Includling $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 benefitsy not in excess of $360¢+ received as
an  annuity, pensiony or endowment under any private or
corpurate retirement plan or system;

{e) all benefits paid under the teachers® retirement
taw which are specified as exempt-from taxation Dy 19-4~706;

(f) all benefits paid under The Public Employees®

-2 HB B4l
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Retirement System Act which are specified as exempt from
taxation by 19-3-105;

(g) all benefits paid undar the highway patrol
retiremnent law which are specified as exempt from taxation
by 19-6~705;

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

{i) al} benefits paid under 19-11-602y 19-11-604+ and
19-11~605 to retired and disabled firefightersy their
surviving spouses and orphans;

{j) all benefits pald by first- or second-class cities
For the policemen®s retirement system provided for by Title
19y chapter 9;

€k) 9ain required to be recognized by a 1liquidating
corporation under 15-31-113¢1)(a}(ii)i

1) _all.. _tips__cowefed .by_ Sectigon _3402{k)._of ._the
Inreroal_Reveoue Lode of 1234e_ as_ amepnded aod.applicaple. . on
Januacy lsx.1983.

(3) 1In 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 1954y as amendeds is in
effect but with respect to which the election provided for
under 15-31-202, as amendedy s not Iin effects adjusted
graoss income does not include any part of the corporation®s
undistributed taxable Incomes net opsesrating losss capital

gains or other gainsy profitsy or losses required to be

3. HB 841
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included In the shareholder's federal income tax adjusted
gross income by reason of the said election under subchapter
Se Howevers the shareholder®s adjusted gross incose shall
include actual distributions from the corporation to the
extent they would be treated as taxable dividends if the
subchapter 5. election were not in effecta

{4} A sharehclder of a DISC that is exempt from the
corporation lticense tax under 15-31-102(1){1) shall include
in his adjusted gross income the earnings and profits of the
DISC In tha same manner as provided by federal law (section
995y Internal Revenue Code) for all periods for which the
DISL election is effective."

SECTION 2a . SECTEON 15-30=201e MCA._ 1S AMENDED IQ READ:

"15=-33-201a Definitions. HWhen used in 15-30-201
through 15-«30-209, the following definitions apply:

(1) "agricultural labor™ includes all services
performed on a farm or ranch in connection with cultivating
the sail or in connection with raising or harvesting any
agricultural or horticultural commoditye including the
raisings shearingy feedingy caring forey trainings and
management of 1livestocky beess poultry, and fur-bearing
animals and wildlifes

[2) “Employee™ includes an officery employeesr or
alected pyblic official of the United Statess the state of

Montanas or any political! subdivision thereof or any agency

4 HB 841
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of instrumentality of any one or more of the foregoing. The

term  "employee® élso includes an officer of a corporation.

(3) “Employer® means the person for whom an individual
performs or performed any services of whatever natures as
the 2mployee of such persons except that If the parson for
whom the individual performs or performed the service does
not have control of the payment of the wages for such
servicey the term “employer® means the person having control
of thé pay-eﬁt of such wages.

(4} "wages™ means all remuneration ({other than fees
p;Id -te a public official) for services performed by an
employee for his employery Including the cash value of al}
remuneration paid in any medium other than cashy except that
such term shall not include remuneration paids:

{a) -for active service as a -embyr of the armed forces
of the uﬁlted States;

{b) for agricultural tTabor as defined in subsection
(1)3

{c) for domestic service in a private homes a local
colleae <clubs or VYocal chapter of a coliega fraternity or
sorority;

{d) for casual labor not in the course of the
employer®s trade or business performed in any calendar
quarter by an employee unless the cash remuneration paid for

such service Is $50 or more and such service is performed by

-5= HB 341
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an Individual who is regularly employed by such employer to

perform such services. For purposes of this subsection

(4)(d)+ an Individual is considered to be regularly employed
by an employer during a calendar quarter only if:

(i) on each of some 24 days during such quarter such
Individua) performs for such employer for some portion of
the day service not in the course of the employer®s trade or
business;

{ii) such individual was regularly employed (as
determined under subsection (4)(d}{i)) by such employer in
the performance of such service during the preceding
calendar quarter;

(e} for sarvices by a citizen or resident of the
United States for a foreign government or an international
érgaﬂization;

(f) for services pefformed by a duly ordaine69
commissionedy ar 1licensed minister of a church in the
exercise of his ministry or by a member of a religious order
in the exercisé of duties required by such arder;

(g} (i) for services performed by an individual under
the age of 18 in the delivery or distribution of newspapers
or shopping newss not including delivery or distribution to
any point for subsequent delivery or distribution; or

(ii) for services performed by an Individual in and at

the time of the sale of newspapers or magazines to ultimate

-6- HB 841



wm ~ & Wm P W N e

0

10
11
12
13
14
15
14
17
18
19
20
21
22
23

24

25 -

HB 0841/,02

consumers under an arrangement undar which the newspapers or
magazines are to be sold by him at a fixed pricey his

compensation being based on the retention of the excess of

" such drice over the amount at which the newspapers or

magazines ara charged to hime whether or not he is
guaranteed a minimum 3amount of compensation for Ssuch service
or is antitled to be credited with the unscld newspapers or
magazines turned back;

f{h} For services not in the course of the employer's
trade or business to the extent palid in any medium other
than cash when such payments are in the form of lodgings or
meals and such services are received by the employee at the
requei:t of and for the convenlence of the employer}

(i) to or for an employea as a payment for or a
contribution toward the cost of any group plan or program
which benefits the employee, including cut not ltimited to
life insurancesy hospitalization insurance for the employee
or dependentsy and employees® ¢lub activitiesi

(il __as_tipss_lp.accordaoce with_section_3%02(k} of the
Iokernal ._Reyeonue Code o0f. 125%: as_ awvended.and. applicakle oo
Jdaogary _la I983.%

SECTION. 3o CONTINGENT. YERMINATION _DANEs. . THIS ALY
IEAMINAYES. _IE__ CONGRESS__PASSES. AND THE PRESIODENT_ABPROMES
LEGISLAIION THAI REMOYES. YHE PROYISION IN.SECIION 6DS3(C1L3)
DE.IBE_IHIEBBAL__ﬂE!ENUE__QDDE..DE..lﬂi&__IHAI..EEQHIRES._AN

=T~ HB 841
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EMPLOYEE_ALLDCATLON EOR_TAX_PURPDSES OF BX. OF GROSS RELEIPIS
DE._IHE__BUSINESS. FOR_WHICH THE.EMPLOYEE WORKSa IE _THES.ACY
IERMINAIESs 1¥ COES SO _ON THE DATE_DE_IBE EIHAL ARFEQNAL._.CE
IHE_GONGRESSIONAL _LEGISLATIONS

=-End-
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April 14, 1983

SENATE COMMITTEE OF THE WHOLE AMENDMENT

That House Bill No. 841 be amended as follows:

1.

Page 1, line 13.
Following: “EXEMPT"
Insert: "CERTAIN"

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"

Page 7, line 21.

Following: "1983"

Insert: "received by persons for services rendered by
them to patrons of premlses licensed to prov1de food,
beverage or lodging"
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HOUSE BILL NO. 841
INTRODUCED BY DRISCOLLy DOZIERy WILLEIAMSy Ce SMITH,
MCBRIDEs Ja JENSENy HEMSTADs DARKOe HARRINGTONs BRANDy
ADDYy NEUMANy FARRISs SEIFERTy OYCONNELL, MILLERy HANSENy
dERGENEy CONNELLYs FLLERDs Jeo BROWNy THOFTy HOWEs HANDe
MCCORMICK, Jo HAMMOMD,; REAMy VINCENTy SHONTZy KEENAN®
PAVLOVICHy CHRISTIAENSy SPAETHy MENAHANs NISBETe DAILYs
JACOBSONy SAUNDERSs+ ROUSHe HARTy SCHYEe BENGTSONe
ZABROCKIy KENNERLYy HARPy VELERERy HANSONs
METCALFy KEMMISy KITSELMAN, IVERSON

BY REQUEST OF THE HOUSE LABOR AND EMPLOYMENT COMMITYTEE

A BIL. FOR AN ACT ENTITLED: ®AN ACT TO EXEMPT CERIAIN TIPS
FRGM MONTANA INCOME TAX LYABILITY AND. .«IIHHOLDING. IAX;
AMENDT NG SEEFIBN SECTIONS 15-30-111 ANQ_L15-3(z20ks MCA;__AND
PROYIDING A _CONTIMGENT TERMINAIIUM. DATE.™

BE TT ENACTED BY THE LEGISLATURE OF THE STATE (OF MONTANA:
Section 1e Section 15-30-111s MCAs is amended to read:
"15-30~111s Adjusted gross incomee (1} Adjusted gross

income shall be the taxpayer's federal income tax adjusted

gross income 2s defined in section 62 of the Internal

Reven:e Code of 1954 of as that section may be labheled or

amendad and in addition shall include the fellowing?

{a) interest received on obligations of another state
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or territory or countys municipalitye districty 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 Iincome tax liabilitys

{2) Notwithstanding the provisions of tha federal
Internal Revenuve Code of 1954 as labeled or amended,
adjusted gross iacome goes not include the following which
are exempt from taxation under this chapter:

{a} all interest income from obligations of the United
States qovernments the stata of Hontanay countys
municisalitys 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 $800 for a
taxpaver filing 3 separate return and $1,600 for each joint
return;

(c) all benefits received under the Federal Employeest
Retirement Act not in excess of $3,600;

{dy all benefits, not in excess of $36Js received as
an annuitys pensiony or endowment under any private or
corporate retirement plan or systems

{e} all btenefits paid under the teachers® retirement
law which are specified as exempt from taxation by 19-4-706;

(t) all benafits paid wunder 7The Public Employees®

-Z- HB 841
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Retirament System Act which are specified as exempt from
taxatian by 19-3-105;

{9} all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
by 19-6-7053}

{h) all Montana Income tax refunds or <redits thereof;

(i) all penefits pald under 19-11-602¢ 19~11-604y ana
19-11-605 to retired and disabled firefightersy their
suUrviving spouses and orphans;

{Jj) all benefits paid by first- or second-class cities
for the policemen’s retirement system provided for by Title
19» chapter 9;

(k)] gain required to be recognized by a liquidating
corporation under 15-31-113C¢L)(3a){li}}i

L1)__all. _tins_ _covered by _section 3402(k)._of __the
Iokernal _Revenue [ode of 193%._as amended and applicable oo
Jdanuary_ 121283« RECEIYED DY PERSONS EQR. _SERYICES _BENDERE0D
BY. . IHEM__IO__BATRONS _OF PREMISES LICENSED TO PROVIOE FOQDs
BEYERAGE. G _LODGING.

(3) In the case of a shareholder of a corparation with
respect to which the election provided for under subchapter
S« 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 anmendeds is not in effects adjusted

gross i ncome does not include any part of the corporation®s

b HB EB41
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undistributed taxable incomes net operating lossy capital
Jains or other gainsy profitse or 1losses regquired to be
incluted in the ‘sharehclder®"s federal income tax adjusted
gross income by reason of the said election under subchapter
S« Howevery the shareholder®s adjusted gross income shall
include actual distributions from the corporation tc ths
extent they would be treated as taxable dividends if the
subchanter S. election were not in effecte

{4) A shareholder of a GISC 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
9954 Internal Raevanue Cade) for all periods for which the
DISC election is effectivea.™

SECTION 2o _SECTION 15-230-201e MLAs 15 AMENDER IO _READ:

"15-30-201. Definitions. When usad in 15-30-201%
throuch 15-30-209, the following definitions apply:

(1} ®agricultural lapor® includes éll services
performed on a farm or ranch in connection with cultivating
the soil or in connection with ralsing or harvesting any
agricul tural or horticultural commoditys including the
raisinae shearingy Ffeedingy caring fores trainings and
managament of livestocks beesy poultrye and fur—-bearing
animals and wildlife.

(2} ®Employee®™ Includes an officers employee, or

-l HB 84]
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elected public official of the United Statess the state of
Montanas or any political subdivision thereof or any agency
or iastrumentality of any one or more of the foregoinge The
term memployee™ also includes an officer of a corporaticns

{3) “Employer"™ means the person for whom an individual
performs ar performed any servicey of whatever naturey as
the emnployee of such person; except that i¥ the person for
whom thae iIndividual performs or performed the service does
not have control of the payment of the wages for such
services the term "employer™ means the person having control
of th2 pavment of such wages.

t4) ™Haoces®™ means all remuneration (other than fees
paid to a pubtic official) for services performed by an
emplovee for his employsry including the cash value of all
repuneration paid in any medium other than cashs except that
sich term shall not include remuneration paids:

{a) for active service as a pember of the armed forces
of th> lUnited States; )

{(p)} for agricultural Yabor as defined in subsection
(s

tcy for domestic service in a private homey a local
collens cluby or Yocal} chapter of a college fraternity or
sorority;

(1) for casual 1labor not in <the course of the

amployer®s trade or business performed in 2any calendar

-G HB B&1
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quarter by an employee upniess the cash remuneration paid for
such service is $50 or more and such service is performed by
an indivigual who is requtarly employed by such employer to
perform such service. For purposes of this subsection
(4)()y an individual is considerad to be regularly empioyed
by an employer during a calendar quarter only ifs

(i) on each of some 24 days during such quarter such
indivi dual performs for such employer for some portion of
the day service not in the course of the employer?s trade or
businass;

(ii) such individual was regularly employed (as
deterrined under subsection (4)(d}(i)) by such employer in
the aserformance of such service during the preceding
calendar quarter;

(e) for services by a citizen or resident of the
United States for a foreign government or an international
orqganization;

{f) for services operformed ov a duly ordaineds
commissioneds or licensed minister of a church in the
exercise of his ministry or by a member of a religious order
in tha aexarcise of duties required by such order;

ta) {3) for services performed by an individual under
the »ge of 18 in the delivery or distribution of newspapers
or shapping newss not including delivery or distribution to

any »vint for subsscuent delivery of distribution; or

b Tt H3 841
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{ii) for services performed by an individual in and at
the time of the sale of newspapers or magazines to ultimate
consumers under an arrangement under which the newspapers or
magazines are to be soitd by him at a fixed prices his
compensation being based on the retention of the excess of
such price over the amount at whicth the newspapers or
magazines are charged to hime whether or not he is
quaranteed a2 minimum amount of compensation for such service
or is entitied to be credited with the unsold newspapers or
magazines turned back;

(h) for services not in the course of the employer's
trade or business to the extent paid in any medium other
than cash when such payments are in the form of lodgings or
meals and such services are received by the employee at the
request of and for the convenience of the employer;

{i} to or for an employee as a payment for or a
contribution toward the cost of any group plan or program
which benefits the emplcoyeey including but not limited to
life insurances hospitalization insurance for the employee
or derandentss and employees® club activitiesi

{3)_-as_tioss in.accordance with section 3502(K)_of the
Internal _Revenue Cgde of 19542 3s amended and _applicable on
Ad2ouacy__ls. 1283+ BECEIYED QY _BERSONS EQR_SERYICES REMDERED
BY_IHEM TQ PAIRONS _OF PREMISES _LICENSED 10 _PROYIDE _FOQQ0e
BEVMEBAGEs 0B _LODGING"™

-7 HB £41
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SECTION. 3a  CONTINGENT. _ _TERHINALLON. LATEs._ TInIG__ACT
IERMINATES IE CONGRESS_PASSES _AND__IME. PRESIDENT __ARPROYES
LEGYSLATION THAT BEMOYES IHE PROVISION IN_SECTION 6033(C1L2)
Of _THE__INTEZNAL _REVENUE _LODE._QE__12%4. IHAT REQUIRES AN
EMPLOYEE ALLOCATION _EOR _Iax PURPOSES OF 83X OF GRISS RCCEIPIS
OF_IHE BUSINESS FOR_MWHICH THE EMPLOYEF WORKSs . IF THIS ALK
IERMEINATESs IT_DOES SO _ON THE_DATE OF THE FINAL APPRUYAL_UE
THE CONGRESSIONAL _LEGYISLATIONa

-End-
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