FISCAL NOTE

Bill #: HBO0485 Title: Extend income tax exemption for military duty
Primary Sponsor: Himmelberger, D Status: As Introduced
Sponsor signature Date David Ewer, Budget Director Date

Fiscal Summary

FY 2006 FY 2007
Difference Difference
Expenditures:
General Fund $0 $0
Revenue:
General Fund ($1,000,000) ($1,000,000)
Net Impact on General Fund Balance: ($1,000,000) ($1,000,000)
[] Significant Local Gov. Impact [] Technical Concerns
[ ] Included in the Executive Budget [ ] Significant Long-Term Impacts
[] Dedicated Revenue Form Attached [[] Needs to be included in HB 2

Fiscal Analysis

ASSUMPTIONS.:

1. Under current law, payments made under the World War 1 bonus law, Korean War bonus law, and the
veterans’ bonus law are exempt from taxation. Also exempt is any salary received from the armed forces
by a Montana resident serving on active duty.

2. Under this bill, any salary received by a Montana resident under the provisions of Title 10 or 32 of the
United States Code who entered into military service, including the national guard or the reserves, would
be exempt from taxation. This bill would also exempt any salary received by a member of the state militia
that is received in connection with duty performed in an officially recognized disaster or emergency.

3. Based on information provided by the Montana Army National Guard, it is estimated that approximately
$25 million in wages and salaries currently subject to individual income tax would be exempt under this
proposal. In tax year 2003, full-year resident Montanans had a total of $538.2 million in individual
income tax liability related to $13.572 billion in Montana adjusted gross income. This represents an
average tax rate of about 4% on income. Assuming this average rate, exempting the above $25 million in
income would reduce tax revenue by $1 million annually. Revenues in FY 2006 and FY 2007 would be
reduced by this amount.

4. There is no impact to administrative expenses from this bill.




Fiscal Note Request HB0485, As Introduced
(continued)

FISCAL IMPACT:

FY 2006
Difference

Revenues:
General Fund (01) $(1,000,000)

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
General Fund (01) $(1,000,000)

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:

None.

LONG-RANGE IMPACTS:
Revenues would be reduced by about $1,000,000 in FY 2008 and thereafter.

FY 2007
Difference

$(1,000,000)

$(1,000,000)



