
MINUTES OF THE MEETING OF THE HOUSE TAXATION COMMITTEE 
March 17, 1983 

The meeting was called to order at 8:00 a.m. by Chairman 
Yardley. Roll call was taken and all committee members were 
present except Representative Harrington, who was excused. 

Testimony was heard on SB 264, SB 283, SB 335 and SB 459 
during this meeting. 

Executive action was taken on SB 384. 

SENATE BILL 335 

SENATOR TOM TOWE, District 34, sponsor of the bill, told committee 
members that many years ago we used to have a property tax on 
banks, based on the value of the bank shares. That type of tax 
caused a lot of problems. During the 1977 and 1979 legislative 
sessions, bills were introduced to tax banks on an income basis. 
The only way to successfully tax income and make it fully replace 
the property tax on bank shares was to remove from the exemption, 
the tax exempt income from municipal bonds. By doing that, the 
state was also allowed to tax federal bonds. That legislation 
was passed and in that legislation, there was a provision that 
80% of the money collected would be returned to local governments. 
There was a problem with this practice and the savings and loans 
who were now paying a tax on income which they had not done before. 
One of the savings and loans challenged the statute and said, 
under another federal code, you cannot tax interest income from 
federal bonds. The state defended that case by saying the statute 
goes on to say "except for property tax·· .. and except for a license 
tax, that is nondiscriminatory". The state said this tax would 
be considered a license tax. The Supreme Court of Montana said 
the tax would be an income tax rather than a license tax. With 
,that happening, some problems arose. Banks and savings and loans 
could go back three years to claim a refund. Those re£unds CQu1d 
have equalled $10 million. It could also mean a loss of approximately 
$3.5 to $4 million per year. Senate Bill 335 attempts to plug that 
loophole. This bill says that if any financial institution covered 
by law wants to exclude any income from federal bonds then they 
must also exclude a comparable share of their deductions. This 
would be retroactive to 1979. 

SENATOR TOWE said only one bank has tried to file for a refund. 

The fiscal impact, for this bill, will be about $300,000 less money 
with this bill than the law that we now have on the books, but which 
has been declared inconsistent with federal law. 

SENATOR TOv7E said there is still litigation pending. That case has 
been.taken to the United States Supreme Court. If the state of 
Montana is successful, this bill would not be effective. The only 
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way this bill will become effective, is if we lose that case. 

Proponents 

JIM BENNETT, President of the First Systems Bank in Billings, 
said the banks of Montana want to be good citizens and are 
willing to pay their fair share of taxes. He said 126 out of 
130 banks said they prefer to be taxed on the basis of income. 
They do not want to pay taxes if they do not have the income. 

GEORGE BENNETT, representing the Montana Bankers Association, 
said SB 335 addresses the Montana corporation license tax and 
would require for any taxable petiod for which a corporate 
taxpayer claims the exclusion of income from federal obligations 
that a formulary decrease in deductions be made to reflect the 
exclusion of such income. If no claim of exclusion is made then 
the corporation tax operates fully as in the past taxable years. 

The Montana Supreme Court, last fall, held that under the Montana 
Corporation License Tax Act the Department of Revenue was required 
to exclude income from United States obligations in order to 
comply with 31. U.S.C. 742. 

The Department of Revenue was joined by the Montana Bankers 
Association and representatives of local government in requesting 
a :I?ehearing by the Montana Supreme Court. The decision is now 
being taken to the United States Supreme Court by petition for 
a writ of certiorari. The department's petition was filed with 
the U.S. Supreme Court on March 4th. The Respondents have 
30 days in which to file a reply, and one would anticipate a deci­
sion as to whether or not the Supreme Court will hear the matter 
within a matter of weeks thereafber. , If the U.S. Supreme Court 
accepts jurisdiction, argument could be made no earlier than 
December of this year. Thus, it will be perhaps a year before 
final determination is made with respect to whether or not under 
the Montana Corporation License Tax Act income from United States 
obligations can be included in the measure of the tax. 

In the meantime, SB 335 seeks to preserve the status quo; protect 
the integrity of the Corporation License Tax Act; and preserve 
Montana's position before the United States Supreme Court that 
its Corporation License Tax Act is proper under 31 U.S.C. 742. 

SENATE BILL 335 would apply only where a taxpayer attempts to 
exlude U.S. obligation income and would have no application where 
the taxpayer does not seek claims for refund or exclusion of 
irtcome. It preserves the integrity of the Corporation License 
Tax Act and the Department of Revenue's request for review to the 
United States Supreme Court. It results in only a slight revenue 
shortfall while preventing large claims for refunds as to past 
years. If challenged by legal action which is successful, the 
result would simply be an increase in the allowable deductions 
against the corporation license tax. (See EXHIBIT 1.) 
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GEORGE ANDERSON, representing the Montana Bankers Association, 
said if the Supreme Court decision stands, banks would pay a 
very reduced amount because they could go back and file a claim 
for refund for 1979, 1980 and 1981. 

Senate Bill 335 would provide for federal obligation income not 
having to be declared. But, if the bank is not going to pay 
taxes and declare that federal obligation income, they must 
reduce their expenses (operating and interest expenses) by 
the same proportion as their federal obligation income. Banks 
will pay basically the same tax as they have paid in the past. 

The total tax raised under SB 335 would be about $4.6 million 
in 1982 and the old law (SB 150) would have raised about $4.8 
million. 

MR. ANDERSON urged a do pass on SB 335. 

PAT HOOKS, a lawyer from Townsend, said recently the savings and 
loan industry has been a very sick industry. In the taxable 
period reported, only three savings and loans paid any tax other 
than the minimum. He said he supports SB 335. 

JOHN CADBY, representing the Montana Bankers Association, passed 
out copies of EXHIBIT 2 which outlines the advantages of SB 335. 
He said if the bill is amended in any way, it will jeopardize the 
banks' expression of good faith. 

DAN BUCKS, Deputy Director of the Department of Revenue, said in 
their judgement the best result would be to win the court case in 
the u.S. Supreme Court. Refunds will probably be in excess of 
$9 million if that case is not won. There is also an ongoing 
loss of $3 to $3.5 million from financial corporations and $ .5 
million per year from nonfinancial court cases. 

MR. BUCKS passed out copies of EXHIBIT 3, which shows the fiscal 
impact of the alternative bank bills. He also passed out copies 
of EXHIBIT 4 and EXHIBIT 5 which show a breakdown of the fiscal 
impact of the financial institution bills that have been prepared 
this session. He went over those exhibits with the committee. 

MR. BUCKS said they would recommend SB 335 be amended to eliminate 
the possibility of consolidated returns. If you are going to 
choose the net income approach, HB 550 should also be passed because 
they believe it helps strengthen the net income approach and 
helps to guarantee that method of taxation in the future and 
prevents that method of taxation from being eroded away. He 
passed out copies of EXHIBIT 6 which is an amendment to SB 335 
to disallow consolidated returns. It would provide an accounting 
approach most consistent with the use of this revenue as a source 
of revenue for local governments. 

Opponents 
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MIKE YOUNG, Finance Director for the City of Missoula, said 
this is the local government tax on banks ~ it is not just a 
state tax. The deposit base, in his opinion, is the most 
equitable base on which to levy the tax for local governments. 
Net income is the worst. People are taxed on the value of assets 
and not on how much money they make for the purposes of supporting 
local government services. There is no justification for substituting 
income for assets for banks and savings and loans. He said there 
are lots of groups who would be happy to be good citizens and 
pay when they could afford it. That is what the banks are trying 
to do. 

MR. YOUNG said seven major counties in the 
two~thirds of the revenue from this bill. 
job in matching revenue with the old law. 
the savings and loans. 

state would receive 
Banks have done a fair 
The difference is with 

STAN KALECZYC, representing the Tax Department of the Burlington 
Northern, Inc., said he opposes the bill because it imposes an 
illegal tax upon the taxpayers of this state. 

As the fiscal note accompanying this bill explains, SB 335 disallows 
deductions related to excluded interest income derived from 
United States Government obligations for Montana corporation 
license tax purposes. And, as this committee is aware, SB 335 is 
one of three bills originally introduced to address the problem 
which arose in the First Federal Savings and Loan Association 
versus the Department of Revenue case decided by the Montana 
Supreme Court earlier this year. In that case, the Montana 
Supreme Court held that the Department of Revenue could not disallow 
the exclusion of interest earned on United States obligations from 
the net income of the financial institutions who were the taxpayers 
in that case. In view of the Supreme Court, the effort of the 
Department of Revenue to include the tax exempt interest in net 
income was nothing more than an effort by the department to tax 
indirectly what it cannot tax directly. 

MR. KALECZYC read a prepared statement to the committee. 
EXHIBIT 7.) 

(See 

SENATOR TOWE, in closing, said he wants to emphasize the fact 
that there is a limit that the ,deduction that is disallowed is 
limited to the amount of the interest. 

He said this is not an erosion of the base. It is important to 
remember this is based on the ability to pay. 

It is important to compare this bill with other approaches. Neither 
the deposit tax nor the gross receipts tax plug the loopholes in 
the law. 

If the Supreme Court strikes this method down, they will have to 
strike down the federal law as well. He said he thinks this bill 
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is our best legal position. He said he is impressed with the 
good faith the banks have shown. 

Questions from the committee were heard. 

REPRESENTATIVE WILLIk~S asked Senator Towe if he would support 
the amendment proposed by the Department of Revenue. Senator 
Towe said he would prefer that question be answered by the banks. 
He said he would rather not get into that issue. It has been 
said that would not fit in with the title of the bill and that 
may be true and would present a serious problem. 

The hearing on SB 335 was closed. 

SENATE BILL 264 

SENATOR CARROLL GRAHAM, District 29, sponsor of the bill, said 
SB 264 is an act to allow the Department of Revenue to impute 
a value on coal whenever the operator of a mine subjects the 
coal to processing that improves its quality. He said most of 
the coal in Montana runs about a 25% moisture content. If that 
coal was run through some of the processes, that moisture content 
would be reduced to about 5%. More coal could be shipped to the 
power plants. The intent of the bill is to allow the taxpayer 
to pay applicable taxes based on market price of like coal prior 
to processing and to impute a market price regardless of whether 
the processing takes place at the mine site or not. 

Proponents 

JIM MOCKLER, Executive Director of the Montana Coal Council, said 
SB 264 prevents an added value tax. It is not feasible to build 
a processing plant to process coal and then have to pay an extra 
30% on the value for taxes. 

TOM EBZERY, representing NERCO, Inc., said SB 264 establishes 
incentives for a coal company to improve the quality of its 
product by the use of beneficiation processes. Enhancing the 
quality and value of raw Montana coal could be a giant step 
towards marketing it in areas where Powder River Basin coal 
generally is not now competitive. Mr. Ebzery read a prepared 
statement to the committee. (See EXHIBIT 8.) 

MIKE FITZGERALD, President of the Montana Trade Association, 
testified in favor of SB 264. He passed out copies of information 
concerning coal in Montana and went over that handout with the 
committee. (See EXHIBIT 9.) 

There were no opponents testifying against SB 264. 

SENATOR GRAHAM, in closing, offered an amendment to SB 264. 
On page 2, line 1, following "crushing" he proposed to insert 
"and to oiling". (See EXHIBIT 10.) 
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SENATOR DAVE FULLER, District 15, sponsor of the bill, said 
SB 283 is an act providing a tax credit for the installation 
of solar energy systems in Montana; defining such systems; 
and providing ru1emaking authority to establish criteria for 
such systems. 

SENATOR FULLER passed out copies of EXHIBIT 11, which are 
amendments to SB 283. 

SENATOR FULLER said there are 200 businesses in Montana that 
would be affected by this and could take advantage of the tax 
credit. 

SENATOR FULLER said the total amount of credit available to any 
taxpayer may not exceed $1,000 per solar energy system. 

SENATOR FULLER said, in his opinion, there will not be a negative 
impact on tax revenues - in fact, it might go the other way. 

Proponents 

SENATOR MIKE HALLIGAN, District 48, said the tax credit will 
help out residential people but will also help out the agricul­
tural people. The more alternative energy we use, the more 
gas and fossil fuels there will be left for future generations. 

CURT HARDING, President of the Montana Solar Energy Industries 
Association, said, according to California studies on the 
available energy tax credits, for every $1 of tax revenue lost 
to the state of California, $7 was generated in new revenue. 
Rather than maintaining those same patterns for Montana, one 
could assume at least half of that amount will be generated in 
Montana. 

DON REED, representing the Montana Environmental Information 
Center, passed out copies of EXHIBIT 12 which shows how Montana 
compares to other states with personal tax credits for energy 
conservation and renewable energy systems. 

JIM MCNAIRY, representing the Alternative Energy Resources Organi~, 
zation, said Montana has a good supply of energy alternatives. 
He said Montana's current energy tax credit is 5% with a $125 
ceiling, for residential taxpayers only. The proposed credit 
would be 20% for residential and 25% for other uses, both with 
a $1,000 ceiling. He passed out a fact sheet in support of 
SB 283. (See EXHIBIT 13.) He said Montana has the lowest level 
of tax credits (for energy) of any of the 27 states on the books. 
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MR. MCNAIRY passed out copies of proposed amendments to SB 283. 
(See EXHIBIT 14.) 

VIC ROBINSON, representing Sun Wise, Inc., said all forms of 
energy have been heavily subsidized by the federal government. 
Any incentives offered for the installation of solar equipment 
should be viewed as methods of economic development, rather than 
give-away programs. He said the proposed tax credit would have 
a great impact on the following: 

1. The number of new jobs here in Montana. 

2. The investment in plant and equipment. 

3. Increased tax base. 

4. Higher awareness of energy and energy conservation. 

5. Less unemployment. 

MR. ROBINSON said they do not support the grants and give-away 
programs that existed in both federal and state governments in 
the past. We do not believe that the state should necessarily 
pay citizens' utilities bills. We do, however, support the tax 
incentive program proposed in this bill because we feel it will 
help expand the alternative energy industries in Montana at 
this time. We feel that this bill should be viewed as an 
economic development tool. We feel it has the support of econo­
mic development organizations and could eventually provide more 
in benefits to the state than it costs. (See EXHIBIT 15.) 

WADE WILKINSON, representing Montana Solar Energy Industries 
Association, said the tax revenues raised through a bill such 
as this would offset any costs to the state. The Senate has 
looked at this bill and agreed with that assumption. He urged 
a do pass on SB 283. 

PAT WAGNER, representing Wagner Solar, said he thinks the main 
concern of all Montanans is jobs. This bill will help to pro­
vide more jobs. 

DICK WAGNER, representing Wagner Solar, said we all know some­
one who will have to go out-of-town or out-of-state to find a 
job. This industry could provide many jobs. He said solar 
works~ 

HAL BUERMAN, representing Solar Growth, said he would appreciate 
a favorable reconunendation on SB 283. 

MIKE FITZGERALD, representing the Montana Trade Association, 
said this bill is valid and an important one. People can't 
pay high-rising energy bills. People will receive incentives 
for investment of money. He reconunended a do pass on SB 283. 
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LYNN LUNDBORG, owner of Lynn's Stove and Solar, said Montanans 
should be self-sufficient and free of encumbrances of heavy 
taxes. She urged a do pass on SB 283. 

DARVIN ECKERT, representing Montana S.E.I.A., said he would 
appreciate the legislature's help to help him help other people. 

GEORGE DUFFY, representing Wagner Energy, said this tax credit 
is essential to the average wage earner to be able to have a 
way to really control the high energy bills. The solar tax 
credit is a way that has lasting effect on the energy problem. 
It is not a stopgap measure. This is also a way for us to really 
exclude dependence on foreign oil suppliers. It encourages clean 
air and is pollution free. Solar provides a no~nonsense answer 
to part of the energy problem. 

HANK SMIT, representing MONTSEIA, said SB 283 will reduce 
unemployment by creating jobs in the solar related fields. There 
will be a 700% return on investment in tax revenues. 

DON MACINTYRE, representing the Department of Natural Resources 
and Conservation, said the department supports alternative energy 
systems tax credits. He said if this bill is passed out of 
committee, he would like it to be amended so that a tax credit 
will be continued to be available for biomass generating systems 
and for small hydro systems. He passed out copies of proposed 
amendments to SB 283. (See EXHIBIT l6.) 

Opponents 

DAVE LEWIS, Director of the Office of Budget and Program Planning, 
said his office considered two tax credits when they figured the 
budget: 

1. The elderly property tax credit. 

2. Expansion of the tax credit in the Build Montana Program. 

If this bill is passed, they will have to amend the Executive 
budget. 

SENATOR FULLER, in closing, asked for a favorable recommendation 
on SB 283. 

Questions from the committee were heard at this time. 

CHAIRMAN YARDLEY asked what is the fiscal impact as far as the 
current budget. Mr. Bucks said the fiscal note was prepared on 
the bill in its original form. If this money is not spent through 
tax credits, it will be spent somewhere else. 

MR. BUCKS said this committee should clarify the treatment of 
married couples filing a joint return. The credit would be $1,000 
per taxpayer on the form, or $2,000 per joint return. He said 
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he would provide that amendment for the committee's considera­
tion. 

REPRESENTATIVE DOZIER asked if he built his own solar collector, 
could he take this credit. Senator Fuller said yes. 

REPRESENTATIVE REAM asked what will happen if both Representa­
tive McBride's bill and this bill are passed. Jim Oppedahl, 
staff researcher from the Legislative Council, said there is 
a coordination clause to cover that. 

The hearing was closed on SB 283. 

SENATE BILL 459 

SENATOR DOROTHY ECK, District 39, sponsor of the bill, said 
SB 459 is an act providing for a tax credit for university­
affiliated research. She said this bill may not increase the 
amount of research done in Montana but it does give us a 
commitment that this is an area that is very important. An 
increase in research is very important. The fiscal impact 
will not be significant, as far as the state is concerned. 

A firm can receive a tax credit for 20% of 65% of their expenses 
plus 20% of the federal credit. The total tax credit for 
$1,000 would be about $150. If there were $1 million in 
research, that would be a cost of about $26,000 to the state. 
The Department of Revenue has estimated a possible impact of 
$50,000. 

The state credit has restrictions on it. The research must be 
limited to university-affiliated research or research in a 
Montana recognized research facility. 

There is an automatic sunset date on this bill. If the federal 
credit is sunsetted in four years, we will have to do something 
different with this bill in order to keep the credit active. 

Proponents 

LARRY WEINBERG, representing the Montana University System, said 
the university system supports the bill. They would like to 
see some stimulation in research. He said this credit may not 
open many new jobs but the research that may result may be the 
impetus to creating new jobs. 

JOHN JULA, representing Montana State University, said SB 459 
will provide for people in the private sector to receive a 
benefit from contributing to research. He said he considers 
this bill as a companion bill to the Build Montana Program. 
It provides a mechanism for helping funding research in Montana. 
It will help economic development in the state of Montana. 
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ED BINGLER, representing Montana Tech, said attracting private 
sector capital investment for building the capability of 
university research and development will strengthen Montana's 
technology base and improve employment opportunities. 

The modest inducements offered to private sector supporters of 
research through this bill is appropriate at a time when other 
states across the country are providing major programs of 
support for research and technology development. Montana will 
be left far behind if a greater effort is not made to attract 
private capital for research. 

JULIE FOSBENDER, representing the Associated Students of the 
University of Montana, said benefits to the state because of 
research are many. She urged support of SB 459. 

DAN BUCKS, Deputy Director of the Department of Revenue, said 
the fiscal effects of this bill will be about $50,000 per year. 

Ther.e were no opponents testifying on this bill. 

SENATOR ECK said $500 will be the maximum credit available. 
She closed on her presentation on SB 459. 

The hearing was closed on SB 459. 

CHAIRMAN YARDLEY called the committee into Executive Session at 
this time. 

EXECUTIVE SESSION 

Senate Bill 384 

REPRESENTATIVE NORDTVEDT said the effective date has been changed 
from May I to June 30. He said a taxpayer has to have paid his 
taxes before he can receive a refund or a credit. 

REPRESENTATIVE NORDTVEDT said the proposed amendments have been 
looked over by Representative Thoft, Mr. Charles Graveley, 
Montax and himself and everyone agrees with the amendments. 

REPRESENTATIVE NORDTVEDT moved the proposed amendments to SB 384. 

The motion was voted on and PASSED unanimously. 

REPRESENTATIVE NORDTVEDT moved SB 384 BE CONCURRED IN, AS ~mNDED. 

The motion was voted on and PASSED unanimously. 

CHAIRMAN YARDLEY asked Representative Nordtvedt to carry the bill 
in the House. 
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STATEMENT OF GEORGE T. BENNETT IN SUPPORT OF 

EXHIBIT 1 
3-17-83 

SENATE BILL 335 FOR THE MONTANA BANKERS ASSN. 

* * * * * * 

I am George T. Bennett of Helena, counsel for the Montana 

Bankers Association, an organization representing 164 state and 

national banks in the state of Montana. This statement is made 

in support of Senate Bill 335. 

Senate Bill 335 addresses the Montana corporation license 

tax and would require for any taxable period for which a corpo-

rate taxpayer claims the exclusion of income from federal obliga-

tions that a formulary decrease in deductions be made to reflect 

the exclusion of such income. If no claim of exclusion is made 

then the corporation tax operates fully as in past taxable years. 

THE PROBLEM: 

The Montana Supreme Court last fall held that under the Mon-

tana Corporation License Tax Act the Department of Revenue was 

required to exclude income from United States obligations in 

order to comply with 31 U.S.C. 742. 

The Department of Revenue was joined by the Montana Bankers 

Association and representatives of local govenment in requesting 

a rehearing by the Montana Supreme Court. The decision is now 

being taken to the United States Supreme Court by petition for a 

writ of certiorari, copy attached. The Department's petition 

was filed with the U. S. Supreme Court on March 4th. The Respon-

dents have 30 days in which to file a reply, and one would anti-



cipate a decision as to whether or not the Supreme Court will 

hear the matter within a matter of weeks thereafter. If the 

U. S. Supreme Court accepts jurisdiction, argument could be made 

no earlier than December of this year. Thus, it will be perhaps 

a year before final determination is made with respect to whether 

or not under the Montana Corporation License Tax Act income from 

United States obligations can be included in the measure of the 

tax. 

PURPOSE OF S. B. 335: 

In the meantime, Senate Bill 335 seeks to preserve the 

status quo; protect the integrity of the Corporation License Tax 

Act; and preserve Montana's position before the United States 

Supreme Court that its Corporation License Tax Act is proper 

under 31 U.S.C. 742. 

POTENTIAL CLAIMS FOR REFUND: 

If it is ultimately held that the corporate tax cannot reach 

U. S. obligation income, then for the taxable years 1979-1981 the 

Department of Revenue estimates that approximately $9 million in 

refunds of corporate tax could be claimed by the affected tax­

payers. 

The Department of Revenue in the past in making refunds of 

corporation license tax has required each of the local governmen­

tal units to refund its proportionate part. This will cause not 

only a financial burden, but also an accounting and budgetary 

problem for all of the local taxing jurisdictions affected. 

Senate Bill 335 would require taxpayers filing claims for refund 
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to adjust their deductions, and such adjustment would result in 

only a very slight decrease in revenue as to past years for which 

claims for refund can be made. 

Senate Bill 335 is based on the premise that the present 

corporation license tax can properly, under 31 U.S.C. 742, reach 

income from United States obligations and that the status quo 

should be preserved while the Department of Revenue seeks a 

reversal of the court ruling. 

RETROACTIVE NATURE OF SENATE BILL 335: 

Under Senate Bill 335 the method of determining allowable 

deductions for corporation license tax purposes would be given 

retroactive application to taxable years past but still open for 

redetermination of liability, either by the Department by defi-

ciency assessment, or by the taxpayer by claims for refund. 

Article XIII, Section 3 of the Montana Constitution only prohibits 

retrospe9tive laws if they impose a "new liability in respect to 

transactions or considerations,already passed." The Con.stitution 

of the United States does not prohibit retrospective legislation, 

but only those state enactments which constitute ex post facto 

laws or which impair the obligation of contract or violate the 

guarantees of the 14th amendment. 

Senate Bill 335 would apply to past taxable years only where 

the taxpayers make claim for refund, thus would apply only with 

taxpayer initiated claims for refund, or requests for audit ad-

justment. 
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CONTROLLING FEDERAL STATUTE: 

31 U.S.C. 742, the controlling federal statute contains a 

very important exception to the rule that states cannot tax 

either the income or the obligation. This exception reads: 

" ••. except non-discriminatory franchise or 
other non-property taxes in lieu thereof, 
imposed on corporations and except estate 
taxes or inheritance taxes." 

The Montana Corporation License Tax Act presently is non-

discrimi,natory and it is a franchise tax upon the privilege of 

doing business in Montana in the corporate form measured by in-

come. The attorneys for the Department of Revenue are optimistic 

that the United States Supreme Court will reverse the Montana 

Supreme Court and we share their optimism. 

Keeping in mind.that the only type of tax which can satisfy 

31 U.S.C~ 742 is one that is (a) non-discriminato~y, (b) a fran-

chiseor other non-property tax, and (c) imposed upon corpora­

tions, it is clear that any corrective legis.lation should seek to 

preserve the Montana corporation license tax as the best and 

fairest type of corporate tax to be imposed upon financial insti-

tutions and all business and commercial corporations in the State 

of Montana. 

A deposits tax, first of all, would discriminate because it 

would apply for the most part to financial institutions which 

accept deposits. To the extent a deposits tax applies to non-

financial institutions, it would apply to corporations which do 
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business essentially as do banks or other financial institutions 

and which in all probability hold United States obligations. 

Thus, it discriminates as between corporations and as to the 

types of assets held. Secondly, a tax upon deposits is more 

like a property tax than a franchise tax. Thirdly, to be a 

franchise tax the tax must be upon a privilege granted by the 

state. In the case of the Corporation License Tax Act, this is a 

tax upon the privilege of doing business in the state of Montana 

in corporate form. A deposit creates a debtor/creditor relation­

ship and, therefore, anyone holding a deposit is a debtor owing 

that money to the depositor/ creditor. Thus it is very difficult 

to see that the deposit tax could actually be called a "franchise 

tax" since there is little merit in treating a "debt" as a "privi-

lege" state bestowed.~ Also, if borrowing money is a "privilege" 

then:al,l borrowers should be made subject to the tax uniformly. 

A second proposal is a "gross receipts tax" upon banks and 
-; . 

savings and loans. Gross receipts are defined as gross income 

under the Corporation License Tax ~ct. Therefore, this type of 

'tax'is simply the corporation license tax imposed upon banks and 

savings and loans, not as to-their net income but as to their 

gross income. Setting aside the question of unfairness in taxa-

tion, this is obviously discrimination against financial institu-

tions because they hold United States obligations and a totally 

discriminatory application of the Corporation License Tax Act as 

to only two corporate taxpayers, viz., banks and savings and 

loans. 

-5-



(' 

. , ,;SUMMARY: 

The advantages of Senate .Bill 335 are: 

1. It would apply only where a taxpayer attempts to ex-

clude U. S. obligation income and would have no application where 

the taxpayer does not seek claims for refund or exclusion of 

income. 

2. It preserves the integrity of the Corporation License 

Tax Act and the Department of Revenue's request for review to the 

United States Supreme Court. 

3. It results in only a slight revenue shortfall while 

preventing large claims for refunds as to past years (something 

that cannot be accomplished under the two proposed alternative 

measures) . 

4. If challenged by legal action which is successful the 

result would simply ~e an increase in the allowable deductions 

against the corporation license tax. 

·5. Will be challenged, if challenged at all, only by non-

:financial institutions. 

-6-
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1. Fairest~~x . . 
a •. Base't1'-on-ability to pay- net,income' 

._ .' b.,>.~:Paid~in ,addition to realand-pers(>nal. property. taxes 

~;~'4r~·~~ir:::t:~~i~1trr'taik .. "f..~:,~O~4Pt~l~~yt~r~2~~~~: t~ •.. stat~ 
::"S':"': ':'<i'a'ii'''''Treats~'anks : tttf'f6 ~a:r§;q';;;Aine:tic'anExpress , 

~iI~~i!IIII~lli:';~i~~~~~i~l~tl~I~€it;~~I:me 
c -';.~/:")~',." :\'J~~;(' 1f)1}';t.;~pronibi~ 'rtf:: .- 'on\tax;;4re£imds -. ~ 

~~~., r'" . -~ •. ~~ ·~t~f .. ~ ... / ,_;j ,tr.~ ,} _~\.~"'- ,I ~,~" , 

, -~}, - '.' ::.J";,:;;f~/!2.lt-,:: protect: ~- Qi;;'a~t~ -', '~ernmentL~re:venues , 
"&, 1-'", ~ .. ~ .1t:!t~;-1·'1y H .. J,:,. ... tv-~~1f' • .;,j"c "'.r~,j:'V;:c"~.~" "'~_~~ .' -t"- ~~ ~.~-" / ~~-I<'-:' "l .')'-. ;.. or' .) 1;; , 

','" . b " Pr"e"serves"'b:'evEmue;"fo -- 827i ;t0J.::,,' ,::;·,~d:';:~:;ffi;-':;~':, ,',. _ 
" :-. -',:: '(f» -, $4":'5~:nd~tllon'f 't6':'''s~ate~'--~n~;:iC;ci:F 'gci:Ver~ent 

(2) More taJtes paid as economy recovers 
c. Preserves revenue for future years 

(1) Tax paid regardless of outcome of appeal to u.s. Supreme 
Court -



February 16, 1983 

MEMORANDUM 

TO: Ellen Feaver 
DirectOr" 

FROM: \ ~~. Jerry.~~.ster, ;~:~!~~~~~~~i-~;~ 
\ "Natural Re ."" 

SUBJECT: 

Banks 
Savings 
& Loans 

TOtals 

Current 
. Law 

4,768,069 

If you should 

Current 
Law/S&L 
Dec'ision 

S. B. 
335 

* S. B. 
266 

(.9 mill rate) 

s. B. 335, 

* H. B. 
536 

Amend to .65% 

4,119,408 
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Page 4 Following Line 9 

Amendment to SB 335 

Third Reading Copy 

EXHIBIT 6 
3-17-83 

Insert: Section 4. In filing the 
required Corporate License 
Tax returns, banks, savings 
and loan associations or 
other financial institutions 
are prohibited from filing 
consolidated returns under 
15-31-141. 



BROVINING. KALECZYC & ASSOCIATI<:S. INC. 

Securities Building 
Box 162 

Helena. Montana 59624 
406/449-6220 

TflS.rl'HIONY Of' BURLINGTON NORTHERN, Ili~ 

III OPPOSITIOlCTIL SENArre BILL 3li 
PEf.l2RE THE BOUSE 'I'AXATION CQ~1MI'I'TEE 

fujru;JLlL_l.2JU 

Mr. Chairman and Members of the Committee: 

EXHIBIT 7 
3-17-83 

My name is Stanley T. Kaleczyc of the firm of Browning, Kaleczyc 
& Associates in Helena. I am appearing today on behalf of our 
client, the Tax Department of the ~urlinqton Northern, Inc., 
in opposition to Senate Bill 335. For the reasons set forth 
helow, the Burlington Northern opposes this bill because it 
imposes an illegal tax upon the taxpayers of this State. 

As the fiscal note accompanying this bill explains, Senate Bill 
335 disallows deductions related to excluded interest income 
derived from Unitej States Government obligations for Montana 
c(,rpc>rat.iofl 1 ice·.-;.se t<:tX purposes. And, as this Committee is 
av'i~t2, Senate r.'iJl :jV) is Oll(: of three bi1.ls criginally introduced 
in tbe l\lontan(1 Le(:;i.::~li.:ture this Sess·ion to address the problem 
which arose in the tic~t FeDeral Sayings .a.U .. Q. . .-L...QJlD Association 
~-L... Dep'ut..r~_~,CJ.(~1ll: case dec ided by the fiiontana Supr erne 
Court earlier this year. (The other bills are Senate Bill 263, 
which was tabled by the Senate Taxation Committee, and House 
Bill 536, whicb this Committee heard on February 8.) 

In the case mentioned above, which has given rise to the alternatives 
now before the Legislature, the Montana Supreme Court held that 
the Department of Revenue could not disallow the exlusion of 
interest earned on Untled States obligations from the net income 
of the financial institutions who were the taxpayers in that 
case. The Court based its holding upon the plain reading of 
Section 742 of Title 31 of the United States Code. That section 
provides: 

All stocks, bonds, Treasury notes, and other obligations 
of the United States, shall be exempt from taxation 
by or under state or municipal or local authority. 
This exemption extends to every form of taxation that 
would require that either the obligations or the interest 
thereon, or both, be considered, directly or indirectly, 
in the computation of the tax, except nondiscriminatory 
franchise or other nonproperty taxes in lieu thereof 
imposed on corporations and except estate taxes or 
inher:tance taxes. 



Page 2 

In the view of the Supreme Court, the effort of the Department 
of Revenue to include the tax-exempt interest in net income 
was nothing more than an effort by the Department to tax indirectly 
what it cannot tax directly. 

Judged by the clear and concise terms of the federal Ij'JJ and 
decision of the Montana Supreme Court, Senate Bill 335 offers 
no solution, as its proponents would suggest, for ~J'lill 
3 3 5 i s eye r y Jll..t-.d.t'i..-il.~--.t.h~ct i Q n !3 ~t he De par Ute.n.t 
of Reyenue whicb the State Supreme Court .stru~JL.d.Q\m iQ~ 
first Federal £?...s.!;.. 

Senate Bill 335 requires the taxpayer to first determine the 
amount of interest excluded from gross income by federal law 
(i.e. interest income excluded by virtue of Section 742), then 
determine the total amount of interest income from all sources, 
calculate the ratio of the excluded interest income to all interest 
income, and, finally, use that ratio.to reduce all deductions 
otherwise allowable under Montana law. 

By way of example, Senate Bill 335 works this way: Suppose 
you earned ten dollars ($10.00) in interest on United States 
Governnlent Secur ities for the taxable year. Suppose further 
that yo~r total interest income from all sources, including 
United States Securities, was one hundred dollars ($100.00) 
for that same year. The ratio of the exempt interest income 
($10.00) to all interest income ($100.00) is l/lOth, or ten 
percent (lO%). Suppose, finally, that your total deductions 
allowed under Montana law were equal to one thousand dollars 
(Sl,OOO.OO) for that year. Senate Bill 335 provides that, if 
you do not declare as taxable income the ten dollars which is 
exempt from taxation under federal law, then you must reduce 
your deductions by ten percent, up to the amount of your exempt 
interest income. So, in this sample, your allowable deductions 
would be decreased by $10.00, the full amount of your exempt 
interest income. 

There is no question th~t Senate BilJ 335 exacts this penalty 
upon you for following the federal law in the form of an indirect 
tax upon the interest income which is protected by Section 742 
of the federal law. 

Moreover, there is no relationship between the exempt income 
and the deductions which are disallowed under this bill for 
treating that income as exempt. It is both bad tax policy and 
an unconstitutional taking of property without due process of 
law to disallow a deduction because of an event that is not 
related to the production of that deduction. 
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The proponents of this legislation, however, state that SB 335 
is patterned after a recently enacted provision contained in 
the Tax Equity and Fiscal Relief Act of 1982 (TEFRA), and therefore 
SB 335 is legally permissible. The TEFRA provisions, however, 
do not deal with tax exempt interest income. Rather, the TEFRA 
provision addresses a related, but separate and legally distinct, 
problem. 

As you may know, over the last several years banks have borrowed 
money to invest in tax exempt securities. They would then deduct 
the interest on that borrowed money, and, of course, the interest 
income from the securities itself was exempt. The TEFRA provision, 
upon which the formula found in SB 335 is patterned, disallows 
a portion of the deduction generated.by that borrowed money; 
it does nQi disallow the exemption from taxable income of the 
interest generated from the investment itself. This is a critical 
distinction which makes the TEFRA provision consistent with 
31 U.S.C. S742, and which leaves SB 335 in conflict with federal 
law. 

The only thing which Senate Bill 335 provides, if it were to 
be enacted, is an open invitation to the first taxpayer to challenge 
this legislation, and to prevail in the courts, thereby putting 
the State, and this Legislature, precisely where it is today. 

The problem is not simply that this bill is bad tax policy-­
which it is--but that it authorizes the Department of Revenue 
to undertake a scheme for the collection of revenue which is 
illegal. It was an illegal method of revenue collection which 
resulted in the First Federgl decision; this Committee and this 
Legislature do not have to, and can ill afford to, require the 
taxpayers of this State to bring another case like ~irst Federal 
in order to protect their legal rights. 

We urge you to vote against Senate Bill 335. 
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NERCO Testimony on SB264 

Before the 

~tljntana I .. buse Committee on Taxation 

March 17, 1983 

EXHIBIT 8 
3-17-83 

Mr. Chairman, for the record; I am Tom Ebzery, an attorney from Billings, 

representing NERCO, Inc. I have ~een asked by my principal to make the 

following statement on behalf of Gerard K. Drummond, President of NERCO, Inc. 

NERCO Inc. is the mining and resource development subsidiary of Pacific 

Power and Light Company. NERCO is the owner and operator of Spring Creek Coal 

Company, and fifty percent owner of the Decker Coal Mine located in Big Hbrn 

County. 

Purpose 

I am here today to express NERCO's support for SB 264 sponsored by Senator 

Graham. This Bill establishes economic incentives for a coal company to 

improve the quality of its product by the use of beneficiation processes. 

Enhancing the quality and value of raw Montana coal could be a giant step 

towards marketing it in areas where Powder River Basin coal generally is not 

now competitive. 

Market Factors 

It is a fact that the overall market for steam coal is depressed at this 

time. However, there are several other important factors which uniquely 

affect the marketability of Powder River Basin coal. 
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First, the market advantage of low-sulfur "compliance coal" was virtually 

eliminated by amendments to the Clean Air Act in 1977 requiring all new 

coal-fired plants to use scrubbers. This enhanced the market for high-sulfur 

coal located closer to major consuming areas. 

Second, escalating rail rates have turned the remote location of Powder 

River Basin coal one thousand miles from major markets into a great 

disadvantage. Anywhere from two-thirds to three-fourths of the total 

delivered cost of the product is attributable to transportation. 

Third, diligent development requirements imposed upon existing leases have 

promoted increased supply even though demand has lagged, placing downward 

pressure on price. 

Finally, Powder River Basin coal is lower in Btus than coal from many 

other regions. Foreign export and domestic industrial consumers prefer and 

often require fairly high Btu values for steam coal. At this time, Utah and 

Colorado coals are clearly better suited for some of these markets because of 

their significant Btu advantage and proximity to consumers. 

The question then is, how can Montana coal compete? We believe that coal 

beneficiation can open the door to new markets for our product. 
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Coal Beneficiation 

Coal beneficiation is the use of drying, cleaning, or other similar 

technology to improve the quality of raw coal. Coal beneficiation processes 

are fairly common not only in the United States but throughout the coal 

producing countries of the world. 

The basic techniques developed to enhance coal quality are cleaning and 

drying. Cleaning reduces the mineral and sulfur matter in coal to control ash 

and sulfur dioxide. This helps utilities operate boilers and pollution 

control devices more efficiently. 

A second technique is thermal drying which increases Btu value by reducing 

the moisture content of coal. In the Powder River Basin, 20 to 30 percent of 

the total weight of coal can be comprised of internal or inherent moisture. 

Therefore, reducing inherent moisture to increase the heating value of the 

coal would significantly enhance the product. 

The process of removing moisture from coal is very common in the eastern 

United States and has been used by eastern producers. This process is 

technologically straight forward and affordable for eastern producers because 

moisture is on the surface of the coal. However, the moisture of Powder River 

Basin coal is locked inside the coal and, consequently, the technological 

complexity and cost of drying is much greater. 
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• 

• 

NERCO and other coal producers are currently involved in research and 

development of coal beneficiation processes to overcome these problems. We 

are specifically looking at coal drying technology for our Spring Creek Mine. 

~ At the present time we are conducting a pilot project which implements 

• 

• 

state-o f-the-art thermal dry ing technology. I-bwever, current economics may 

preclude commercialization of this technology in Montana. 

Description of the Bill 

• Senate Bill 264 would do much to remove the economic obstacles encountered 

• 

• 

• 

• 

-

by those who would develop coal beneficiation technology in Montana. The bill 

creates the necessary economic incentive to improve Montana coal and make it 

more competitive without reducing existing coal tax revenues. 

The bill would not provide tax relief for those processes which are 

currently taxed including primary and secondary crushing, loading and 

storage. Senate Bill 264 will simply direct the Department of Revenue to 

exclude from applicable taxes the increase in contract sales price that 

results from coal beneficiation. The ultimate effect may be that more coal 

.. can be sold in the next few years resulting in significantly improved revenues 

", and more jobs f or Montana . .. 
.. We support Senator Graham's proposal and stand prepared to work with the 

Legislature and state government to improve the marketability of Montana coal. 

I0765F 
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WORLD COAL RESERVES* 

Total Estimated 

Heasured Reserves 

Economically Recoverable 

(High Heating Value 
Coal Reserves) 

11,500 Billion Hetric Tons " 

1,300 Billion ~etric Tons 

740 Billion Metric Tons 

. 1 
I 600 Billion Metric Tons 

The following five regions have 95% of these known 
reserves: 

North America -@ 31% 229.40 Billion Hetric Tons 

USSR And Satellites @. 26% 192.40 Billion Metric Tons 

Western Europe @ 17% 125.80 Billion Hetric Tons .-

China @ 15% 111.00 Billion }.-!etric Tons. 

Australia -
@ 6% 44.40 Billion J~etric Tons 

Total @ 95% or @ 703 Billion J~etric Tons"O __ -
---------

*World Coal Productiqn; Scientific Ameri'c"an" 1::"7'9;' Vol:ume 
240, Number 1; PP. 38-47. I 

1740 Billion Metric Tons Adjusted for Inferior Heating 
Q{iality Coal: to 600 Billion Hetric Tons. 

-1-
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ECONOHICALLY RECOVERABLE COAL RESERVES 
IN SELECTED WESTERN STATES* 

BITUHINOUS 
ANTHRACITE AND LIGNITE TOTAL 

___ S_T_A_T_E ______________ ~(O_O_O_·_T_o_n_s~)~ ____ (~OOO Tons~ ____ (000 Tons). 

-Arizona ; 
·~50,OOO 350,000 

Colorado 14,841,500 14,869,200 

Montana 108,396,200 108,396,200 

New Mexico 2,300 4,392,500 4.,394,800 

North Dakota 16,003,000 16,003,000 

South Dakota 428,000 428,000 

Texas 3,271,900 3,271,900 

Utah 4,420,500 4,420,500 

Washington 1,954,000 1,954,000 

Wyoming 53,336,100 53,33f,100 

WESTEFB STATES TOTAL 30,000 . '207 , 393 , 700 207,4.23,700 

*Communication with George Krimpasky, United States Bureau of 
Mines, Helena, Montana (1974 Data). 
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· . 

HC'NTANA COAL PRODUCTION 

" : 

MINES 1979 (Tons) 1981 

Coal Creek 63,858 64,142 

Decker East 5,492,702 5,350,113 

Decker West 5,422,588 5,277,648 

Knife River 297,694 204,492 

Western Energy 10,220,911 10,352,966 

PH 11,081 7,404 

Westmoreland 4,974,984 4,450,296 

Spring Creek 94,368 4,368,885 

Peabody 2,909,320 3,193.570 

Beartooth 7,321 Closed 

" 8,165 8",245 Divide 

Total 1979-Production" 29,503,072 :(1 ):-: 33,277,681 -( 2) 

Source: State Department Of Lands (1) 
By WESCO Resources. 

Montana Coal Council (2) 

-3-



1970 

3.5 

PROJECTED/ADJUSTED 

Montana Coal Production (1979-2000) 

(Million Tons) 

1975 1980 1990 -- --
22.1 36.4 128.5(1) 

280 (2) 

2000 

270.1(1) 

1981 Adjusted Estimates for the Year 2000 

100 Million Tons Annually 
Total E"stimated Montana Coal Production 

Source: (1) Montana State Department of Lands 

(2) U. S. Department of Energy"" 
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MONTANA COAL PRICES FOB MINE 

Montana steam coal averages about 8600 BTU's per pound. At $10.00 

per ton Montana sub-bituminous steam coal averages about .58¢ per 

million BTU's which, at the mine, is one of the least expensive 

energy sources in the world. 

. 1982 

$ 10.00 

22.00 

6.00 

11.00 

6.00 

$ 55.00 

HYPOTHETICAL CASE 

Estimated delivered price 

of Montana Coal in Tokyo . 

Per Ton FOB Mine 

Rail Freight 

Port Loading 

Ocean Freight'- :r-. 

Port Off Loading (Japanr,o-· 

Delivered Tokyo - or about $3.19 per 

million BTU's'1 

Australia, the largest supplier to Japan is now deLivering -12,000 - ~­

BTU per pound steam coal to Tokyo_for $65.00 per ton.or about 

$2.70 per million BTU. 

1) Source: Westmoreland Resources - February, 1983~ 

-5-
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By increasing the BTU value of Montana's coal we could become more 

competitive in U.S. and international markets and likely sell more 

coal. 

If Montana coal producers could increase the BTU value'of their 

coal and increase the FOB mine mouth price by 10%, look what 

happens to the price delivered in Japan ($55.00 x 10% = $60.50 Tokyo). 
1 

9,000 BTU Cqal equals @ $3.36 per rom BTU 

10,000 BTU Coal equals @ $3.00 per rom BTU 

11,000 BTU Coal equals @ $2.75 per rom BTU 

12,000' BTU Coal equals @ $2.52 per rom BTU 

1) Price per million BTU's is calculated by dividing the price. 
by the Ton x BTU value: 

$60.50 
.~ 2000 lbs (ton) x 9000 BTU 

= $3.36 per million BTU's 

-6-



1982 Montana coal production was 32,160,075 tons. 1982 coal 

severance taxes totaled $86,186,845.61. 

Increasing Montana's 1982 coal production by 10 million 

additional tons annually by 1990 at an average price per 

ton of $10.00 would increase annual coal severance tax 

revenues by an additional $30 million. 

Increasing 1982 production by an additional 25 million tons 

annually by 2000 at an average price per ton of $12.00 would 

increase annual coal severance tax revenues by an additional 

$100 million. 

-7-
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Montana coal producers are competing in the world market with 

coal producers from Canada, South Africa, Poland, "Australia and 

the Soviet Union and China in the not too distant future. 

To increase sales of Montana coal we must improve the delivered 

price per million BTU's. Only "two ways are possible to do so. 

Coal benefaction can increase the BTU content of the coal 

at the mine. 

Competitive transportation. We have only one railroad 

serving the largest coal deposit in the U.S. Because of 

the demise of the Milwaukee Railroad we are not likely to 

ever again -have competitive rail transportation. 

Raising the BTU content of the coal may be one of the only 

strategies Montana coal producers can use to become more 

competitive. 

To apply the state coal severance tax to the added value of 

Montana coal would neutralize the potential competitive edge 

of the Montana producers. Likewise, not to tax the benefacted 

value may serve as an investment incentive to Montana coal 

producers. 

I recommend that the state coal severance tax not-be applied 

to the increased value of Montana coal by benefaction or-a 

similar process. 

-8-



COMMITTEE OF THE WHOLE AMENDMENT EXHIBIT 10 
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PERSONAL tt'Ax CREDITS FOR ENERGY CONSERVATION , RENEWABLE ENERGY SYSTEMS .. 
STATE MAXIMUM SYSTEMS COMMENTS 

PBRSONAL 
INCOME tt'AX INCLUDED EXHIBIT 12 ,,. CREDIT 3-17-83 

.. \ COS'l'/MAX. 
CREDIT 

'. 

• . 

"- IALABAMA l5'/SlOOO Active Solar Passive Solar: lOV$lOOO 
. AT~c:tCA 10'/5200 Fuel Conservation Residence. Joint Return 
ARIZONA 35'/S1000 Solar .. .sO~~~75,OOO Sola.: Pumping For Farm IrrigatIon 

....- CALIFORNIA .55\ $3000 Solar For Sincrle Family Dwelling 

Jilt COLORADO 30'/$3000 Solar, Wind, Geoth. 
·DELAWARE No'/5200 Solar Hot Water 
'HAWAlI IO'/No.Ma.x. ~nlAr. -Wind Includes Heat Pumps .. 

ill. INDIANA 25'/$3000 Solar, Wind For Single Family Dwelling 
/ 

KANSAS 30'/$1500 Solar, Wind .. 
MAINE 20'/$100 Solar, Wind, Wood 

.. MASSACHUS£frl'S 35'/$1000 Solar, Wind 
iMICHIGAN 25'/S500 Solar. Wind. Hvdro. -lSI Of Next S8000 
MINNESOT~ 20'/S2000 Solar..t,. Methane 

t I •• <\. ..••• _H(!:;:!.·:li!v ••.••• ~ ~?itgg" ·/l\ . Non-Foss11FUel En • . 5'/ls~r:i;f~~OOt2~'/t!ext $3000. .., 
• MONT.ANA/< E.< Consvtion;Impvt For Res' tential BU11dinqs 

\ 

1. 
NEB~ac:Jta. 20'/S3000 Renewable Enerqy For Residentlal Buildings 

NEW MEXICO 25'/SlOOO Solar Taxpayer's Residence 

"- NEW YORK ~§'/~2'§O Solar. Wind For Residential Buildings .-
,I N. CAROLINA 25'/SlOOO Solar 
J 

lila; N. DAKOTA S'INo Max. Active Solar, Wind 

iOHIO lO'/~lOOO -I Solar. Wind. Hvthml (Hythml.- Hydrothermal) 

.......-- OKLAHOMA ]§'/SlO.OOO Passive Solar, Wind For Residential Buildings 

-W OREGON 25'/$1000 Solar, Wind, Hydro. For Residential Buildings 
I 

t8:~ii888 Enrr~y C9naervatior. Re~~~;nt}al Refdal Property 
t; RHODE ISLAND So a '. W1n Tax a er s Res ence 

I 

~ CAROLINA 25'/SlOOO Renewable Enerav Conga ImDvmt:s. Included 

'~ , UTAH 10'/SlOOO Solar. Wind. Hvdro 
I 

VI:::lU"lUl'1 25'/~lOOO ~nl,,1" TaxDaver's Residence 
< 

IIIIt\ VIRGINIA 25\/SlOOO ~nl",1" 

-Theae Are Combined Federal , State Credit CeiTin 9 s 

.Prepared By David Frelband, 1/8/'83, From A Report By Margaret M. Morris • 
.-. __ .I __ .-. _ _ _ _ ....... _ _ .. _..!t ...... _____ ..... .! __ _ _ _ _ __ __ _ _ _ ___ "'"- _ ~ _ _ - - AI __ 



EXHIBIT 13 
3-17-83 

Alternative Energy Resources Organization 

424 Stapleton Building, Billings, Montana 59101 

(406) 259·1958 
324 Fuller, C-4, Helena, lit. 59601 

443-7272 

FACT SHEET IN SUPPORT OF SB 283 

SB 283 will increase Montana's 
Montana's current credit: 
rroposed credit: 

alternative energy tax credit 
5% with a $125 ceiling - for residential taxpayers I 

20% for residential 
25% for other uses 

both with a $1000 ceiling 

Eligible systems: active and passive solar, wind. photovoltaics 

Conservation work done in conjunction with installing an alternative energy 
system may be included in the credit. 

4-year carryover of the credit 

4-year sunset on the credit (expires 12/31/86) 

Pass through provision: builders who install alternative enerr,y systems in new 
homes may pass the credit on to the first purchaser of the hone. This may 
encourage the construction and sale of solar homes. 

Expected revenue impact: The fiscal note predicts about $500,000 in credits 
granted during each of the next two years. This figure does not take into 
account additional revenue the state will receive resulting from the increased 
sales and job creation in the alternative energy field. Althour,h its difficult 
to predict the level of this additional revenue the state will receive, recent 
federal studies have found that the federal credit brings in Qore tax dollars 
than it costs. The Arthur D. Little study concluded that the federal credit 
could be raised to 751. and the treasury would still come out ahead because of 
the increased tax revenues generated. 

Federal subsidies used to stimulate U.S. energy production from 1918-1976 

Billions of 1976 $ % of total 

oil 77 .2 60 

nuclear 15.3-17.1 13 

gas 15.1 12 

hydro 9.2-17.5 10 

coal 6.8 5 

123.6-133.7 100 

SOURCE: Battelle, Pacific Northwest Labortories, June 1978 



AERO~S 
! 

PROPOSED AMENDMENTS TO SB 28) 

1. Page 2, Line 24. 
Following: "applications." 

EXHIBIT 14 
3-17-83 

Insert: "It includes only those portions and components of a building that 
are expressly designed and required for the collection, storage, and 
distribution of solar energy and that are not standard components 
of a conventional building." 

2. Page 3, Line 19. 
Following: "photovoltaic systems," 
Insert: "solid wastes, the decomposition of organic wastes," 



'" 

Febl'''' ... ..j,JrY 7, 1983 

TEXT OF PRESENTATION TO SENATE ENERGY COMMITTEE 

HEARING ON S.B. 283 

BY JAMES R. KOONTZ 

SUN WISE, INC. GREAT FALLS, MONTANA 

EXHIBIT 15 
3-17-83 

.. A [' 0 r m S 0 f 0 n e r q y h u v e b (' ( , II II C C1 V i 1 \! :; U i )~; i cl i /. c: (I I) v the F (' (1 c, I ,"I 1 
COI/-- "ncnt; Hydro-electric c!L\I11~;, flllt'lf',I( 'Jlclrtt::"., n.ltulJl 'Fl~:;, ('1';,l'! 

oil ~:Id wind generators, All u:,ceive huqc subsidic:s t(i dovclup :IIH.1 

di~tribute their respective energy forms. 

2. ~resident Carter was a strong supporter of solar energy - setting 
a ~oal of 20% of our energy from solar, by the year 2,000. The Carter 
ad~i"istration signed the bill providing tax incentives for the pur­
cha~'-~ of solar and other alternative energy equipment. These incen­
tive~ are offered to both residential and business users of solar 
eqL: 'omen t. 

3. ~~ny states offer generous tax incentives also. - Arizona, 35%; 
Co)orpdo and Kansas, 30%; Nebraska, 25%; and New Mexico, 20%; to 
r.1entjon a few. 

4. ~he development of the solar industry has been slow. This may be 
conSidered a disappointment to some persons, who expected too much 
toe $00n. President Carter's goal was unrealistic. The industry had 
not developed sufficiently to fill the role tha~ was expected. Solar 
eneKJY is not new, but the industry as we see it today is new. 

5. A~y incentives offered for the installation of solar equipment 
shou\d be viewed as methods of economic development, rather than give­
away programs. Major issues facing ull of us today are: high unem-
p10y~ent, loss of primary jobs, high energy costs, transportation, 
and the erosion of our work forco. 

6. ~~r company was formed in 1977 as a locally owned small business. 
Our company was involved in solar before any tax incentives existed. 
The First few years were spent primarily in research and development 
of 0 highly efficient, durable solar collector. 



Emp]' 'nenl figures for 1980, 19B1, unci I'IH2 reveal the following: 

Wages paid in Montana - $1, B4lJ, ()!)I) 

llm~mploymen t taxes pa i din Mon t:~l!1Cl - $ J 2, 200.0 II 
StClte withholding taxes - $50,400.00 
Goods and services aquired locally - $1,700,000 
Direct employment - 20 full time jobs. 

7. Our Montana dealers would approximately double the above figures. 
These dealers have installed approximately 1,000 systems in our state. 
The hetail value of these systems would be approximately 5 million 
dol]_c"'s. 

8. We feel the proposed tax credit would have a great impact on the 
[oUOw'ing: 

l. The number of new jobs here in Montana. 
2. The investment in plant and equipment. 
:3. Increased tax base. 
4. Higher awareness of energy and en0rqy conservation. 
1'. Less unemployment. 

9. ~e currently spend money to SUilSicJizc Low incoll1c rC~:LclC'ntiCll util­
ity t»st. As energy rates increase this !:-~ubsidy will escalate to 
gig-;' :::ic proportions and never solve the problem. In comparison, the 
prc~ ~ed tax credit for alternative energy would provide a permanent 
fix for part of our energy problem, while creating jobs at the same 
tirr· 

]0. OUr company does not support the grants and give away programs 
thaT existed in both federal and state governments in the past. We 
do not believe that the state should necessarily pay citizens' util­
ity 0~lls. We do, however, support the tax incentive program proposed 
in this bill because we feel it will help expand the alternative en­
ergy industries in Montana at this time. We feel that this bill should 
be viewed as an economic development tool. We feel it has the support 
of economic development organizations and could eventually provide more 
in be'l<?fits to the state than it costs. 



1. Title, line 6 
Follo\'ling: "OF" 
Strike: "Solar" 

MmNDHENTS TO SB 283 
Third Reading (Blue Copy) 

2. Page 1, lines 18 through 22 
Strike: subsection (1) in its entirety 
Renumber: subsequent subsections 

3. Page 2, lines 3 through 8 
strike: subsection (3) in its entirety 
Renumber: subsequent subsections . 

4. Page 2, lines 20 through 24 
Strike: subsection (6) in its entirety 
Renumber: subsequent subsections 

5. Page 3, line 5 through line 5, page 4 

EXHIBIT 16 
3-17-83 

Strike: subsections (8), (9) and (10) in their entirety 
Insert: "(5) "System" means a recognized nonfossil form of 
energy generation as defined in 15-32-J02." 

6. Page 4, line 6 
Following: ,1 for" 
S'tr. l"!"c"e--: t1 so.l.tl,r: II 

7. Page 4, line 6 and 7 
Following: "on which a" on line 6 
Strike: "solar energy" 

8. Page 4, line 11 
Following: "TIill." 
Strike: "SOLAR ENERGY" 

9. Page 4, line 14 
Following: "T.ll.E." 
Strike: "SOLAR ENERGY" 

10. Page 4, line 23 
Following: line 22 
str ike: "Energy" 
Insert: "Investments made for energy" 

11. Page 4, line 23 
Following: "conservation" 
strike: "measures" 
Insert: "purpose, as defined in 15-32-102," 

12. Page 4, line 24 
Following: line 23 
Strike: "solar energy" 



13. Page 5, line 7 
Following: "THE" 
Strike: "Solar Energy" 

"1 
14. Page ~, line 11 

Following: "Leased" 
Strike: "solar energy" 

1 
15. Page.s, line 12 

Following: "a" 
Strike: "solar energy" 

16. Page 7, line 19 
Following: "the" 
'Str ike: "solar energy" 



Amendments to Senate Bill 283 

Page 5, line 23 

Following: "available" 
Strike: "to any" 

Page 5, line 24 

Str ike: "t axpayer" 
Following: "!jil,OOO" ... _-

3/17/'03 

Insert: "for a taxpayer IiI ing a separate return and $2,000 
for each joint return" 

..... , .... upuaU?'. IS' e:w...... ~-.~ ~ .. _,"""' ..... , $.:,' ~ __ .4;;.;;;,;,t~ ..... ~.--- -= ..... --~- .. ' ..... ,. OJ ;;»,.tiLJ"~------;sso .~ 



1. Page 5, line 2. 
Following: "CLAIMED" 
Strike: "FOR ENERGY CONSERVATION MEASURES" 

2. Page 5, line 4. 
Following: "1" 
Insert: "or part 2" 

-, •... ' " .. ' . 

........ '"'.".~ . ..,..-: .. " ...,.- ... 
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STATE OF MONTANA 
REQUEST No._~~9_-83 __ 

FISCAL NOTE 

Form HI)./"" 

In compliance with a written request received January 25 , 19 ~ , there is hereby submitted a Fiscal Note 

for Senate Bill 264 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: 

Senate Bill 264 allows the Department of Revenue to impute a value on coal whenever 
the operator of a mine subjects the coal to processing that improves its quality. 

FISCAL IMPACT: 

It is not anticipated that the proposed legislation will have a fiscal impact during 
the biennium because currently no coal producers are using a benefaction process to improve 
the quality of the coal. 

FISCAL NOTE 8/V/l 

BUDGET DIRECTOR 

I, , 

, 
" 

Office of Budget and Program Planning 

Date: I ~ , ... '{ J .." · 



STATE OF MONTANA 
REOUEST NO. 

244-83 

FISCAL NOTE 

F"I"II/ /If) I.~ 

Ir .,)'.;',\1, !r>ct! with d written request received January ~_6_, __ , 19 __ 83_ , there is hereby submitted a Fiscal Note 

r," . ~~~a_t_~ _~~~_l __ 283 ______ pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly. 

E.l,~l<grOc.nd information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

ot :~." Ll:~iislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 283 provides a tax credit for the installation of solar energy systems 
~ in Montana; defines such systems; and provides rulemaking authority to establish 

criteria for such systems. 

ill ASSmlPTIONS: 

1) 

2) 

An engineer (grade 15, step 2) will be required for one year to reveiw existing 
standards and develop standards for Montana. 
Safety standards will be covered by building codes. 

FI SCAL IMPACT: 

.-tower bound estimates of the reduction of individual income tax collections are ~ 

., $496,000 and $592,000 for fiscal years 1984 and 1985, respectively. These estimates 
are based on the amount of credits likely to be produced by the continuation of the 
existing alternative energy credit. However, the bill would greatly liberalize the 

II credit by increasing the credit rates, increasing the maximum credit, and increasing 
tile types of investments which would qualify. All of these factors will lead to a 
greater decline in revenues. 

No estimate of the reduction in corporate license tax collections is possible since 
no data is available. 

~xpenditures 

Personal Services: 
FY 84 FY 85 

II Salary $ 21,872 
4,374 

$ 26,246 

$ -0-

., 

• 

., 

Benefits (@ 20%) I 

Total 

Continued 

-0-
$ . -0-

BUDGET DIRECTOR 

Office of Budget and Proj~am Planning 

Date: "J l ~ 'i~_ . ~ 



-2-

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

Since the proposed state credit is tied to the federal credit, the revenue impact 
will be greatly increased when and if the federal credit is reduced or eliminated. 
The elimination of the federal credit, for example, would increase to state credit 
from 20% to 60%, leading to a greater impact on individual income tax collections. 

TF.CHNICAL OR NECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION: 

., 
1) The proposal extends credits to more types of investments than the federal 

government allows. Hence, the credit rate for the investments not allowed by 
the IRS will be 60% not 20% . 

2) Section 4 includes energy conservation measures in eligible costs of the system. 
This could be construed to include conservation measures applied to the dwelling, 
not just the alternative energy system. In this case, the credit rate will be 
45% for this portion of the investment, which would conflict with the existing 
energy conservation credit and possibly lead to two credits being claimed on 
the same inv€stment. 

3) The Department of Natural Resources and Conservation may not be able to develop 
reliability standards for passive solar systems, becuase passive solar systems 
must be an integral part of a structure and each structure tends to be different. 

FISCAL NOTE 9:L/2 



STATE OF MONTANA 461-83 REQUEST NO .. _______ _ 

FISCAL NOTE 
Form BD·15 ...., 

In compliance with a written request received February 17, , 19 ~ , there is hereby submitted a Fiscal Note 

for Senate Bill 459 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: 

Senate Bill 459 provides for a tax credit for university-affiliated research; and 
provides an effective date and an applicability date. 

FISCAL IMPACT: 

There is no fiscal impact of the proposed legislation. 

FISCAL NOTE 16: HII 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: L - I Q - f J ...J 
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STANDING COMMITTEE REPORT 

March 21, 83 
.................................................................... 19 ........... . 

MR ..................... ~~ .................... . 

. D.XA'lXOS 
We, your committee on ....................................................................................................................................................... . 

. . SEIlAD . 264 having had under consideration .................................................................................................................. Bill No ................. . 

__ l'=b.=i=r-=d~ __ reading copy ( Blue 
color 

A lULL POR AN ACT EWfITt.BD: -AN AC'1' TO ALLOW '.fD DUA.l\'flIE!rr OF 

UWUUX '!O IKPUTE A VALUE Oli COAL WUIlEVElt 'ft1B OPERA'l'01l OP A laME 

SU.8JBCTS 'fU COAL TO J.l1tOC£SSIIiG TtiAT IMPaOnS 1'1'8 0t7ALXTl' J AJOnmIIiiG 

SECTION lS-35-1~1, MeA.· 

SKUA!2 . 264 Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

as COXCUauD IS - ----_._ ... ... _.-.. _---

STATE PUB. CO. 

....... D:AJI ... ~f.iEY" ........................................... : ................. . 
T Chairman. 

Helena, Mont. 



STANDING COMMITTEE REPORT 

.................................................................... 19 ........... . 

8P"~1P'VR· MR ................................ ~ .... • ............... . 

. TAXA~ION We, your committee on ...................................................................................................................................................... .. 

having had under consideration ............................................................................................. ~~~~ ..... Bill No .... ?~.~ .... .. 

reading copy ( Blue 
------- color 

'I'hird 

A BILL FOR At( At!T ElfTI!'L'&D: JI Al!I AC'r pltOVmIliG A TAX CREOI'r roa THE 

DlSTAL.LA'tIO~ OF SOLAR &DJtGr Sl'S'lEIIS III HOtITAl'lA: OEFIHDtG SOCii SYH&HS; 

AND PROVlDDIG aU~mG· AtrrBOarn 70 UftDLISH CnUlUA POR SOCD 

SYSftHSr ~G SItC~XO!lS 15-l2-201 TItROtJGii 15-32-20), MCA; AaiD 

PlWVllJING AN APPLICABILITY DA'l"B.· 

SE&ATE . 2al 
Respectfully report as follows: That ............................................................................................................ Bill No ................. .. 

'''I)A'M'' .YAJtI)Io:t1' ................................................................. . 
, Chairman. 

STATE PUB. CO. 
Helena, Mont. 
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Senate a111 283 
Pag-o 2 of 4 

.................... ~.~~~ ... ~J.r ........................ 19 ... ~.~ ... . 

1. Stateaent of Int«nt, line ,. 
rollowing, ·SectionW 

StrUuu w11-
Ins'llL"t: -12-

2. Stat.mont vI :::ntent., line 7. 
Fol1 ovlnqI ·ofw 

Strik$: -colac-
PollQviuq f -(melrqy· 
Ins.rt: ·9~~~r~tion· 

3. Tltl&, line 6. 
P'ollowi.nq: ·0,.-
5t:.r ikoO\:· '-.~. 

4. ~itl0, 11n~ 7. 
Tollowiuq: • SYSTEMS-
lallert: - J PROVIDI»G ~ l"tnIDUIG SOURCE FOR T~E CHO!?S" 

s. Pag_ 1, lin •• 18 throu9b 22. 
Strikel sub •• ctioQ (1) ie its entirety 
aenuabor~ subsequent aubsection8 

6. Page 2, lines 3 throu9h 8. 
St.rik.~: subsectim'l (3) in 1t~ ent.irety 
Rcnu~r: subaequu~t 8ub~ections 

7. Pi.i<;~ I:. lin~ .. 20 tbn:~agb :24. 
St.r ikil: subscct hm (6) l.u its '!:"It in1ty 
a8nQ~wr_; subaequent s1!bsC'.:t.icns 

8. Paqe 3, Iln~~ throu9b line 5 PAg6 4. 
Strike: lIab86ctioni(8), (9), and (10) in thl.lir ru'ltirety 
lnsert, -(5) ·Sy_t&.- aeans a recognized nontossil !orm of 
ener" gen4ration as defined In 15-32-102.-

9. Page 4, lin$ 6. 
Follovingl -lor-
Strike: -solAr-

10. PAC;- 4, line 7 4Ild 8. 
rollow1uq: -~bich a- on 11n~ 7 
Strike, ·solar anerqy· 

11. Page 4, line 11. 
Yo 110vi rl9: ·~tll~· 
Strikg: ·SOLA~ £MEBGY· -----------

STATE PUB. CO. 
Helena, Mont. 

·········DMf·YAiriLiY;·································Ch~i;~~~:········· 



Pag_ 3 of .. 
SeDate Bl11 283 

_ _ March 21~ 9) 
....................... '.'.:-: .. ;;.;., ................................. 19 ........... . 

12. Page 4, 11n~ 14. 
Followin.q! ·or THE­
Strlk~: ·~~R~~~!· 

13. Pago 4, lind 23. 
Pollowin9~ lin~ 22 
Stri~e: "F.nor9Y· 
Insert: wlnvc!!ttrmntti made tt)C oi:tr.arqy· 
Following: "coo!#ery~t:1on· 

Strike, ·.easure' .. -''- ..... 
In.ert: ·purpo.~., i.ls-~'f-i.ned in lS-)j"·-lO:: r" 

'-" 

14. P4ga 4, line 24. 
Follov1n91 11n~;3 
Strike: "&ol.a.r Olttl8rqy· 

15. P~q« 5, lin~ 2. 
Follovin9c ·"COBSERVA~ION· 
Str ixe: • MEASURES·~"- - " .. - --.----

16 .. P:;)9~~. 1i:,,,' ::3-,,~·,~. ,'4. 
Followin9'; ·,1v~iL.bl.;," c',) 11;1'~: ~) 

.- .... 

Strikes lin& 23 tbrouqh ·t~xpayor· 00 lino 2. 
Pollovin9' -$1,000· 
Insortl "for ci-taxpayer til1nq '" s.aparate return And $;,000 for 
each joint return" 

17. 'age 7, linu 7. 
Pollowing: "TftE· 
Strike: ·!OtAR~E~!~~~· 

18. Paq. 1, line 11. 
Follovln9l ·Leas~· 
StrIke: Msolar enerqy· 

1'. Page 7, lino 12. 
Following! .... 
Strik~! -Bolar onergy-

20. Page 7, l1ne 19. 
Pollowinq! -tbe­
Strike 1 -Qolar ener9Y· 

STATE PUB. co. 
Helena, Mont. 

.... "!>1ln" ·YA'RDliltY· .. ··· ........................................ : ................. . 
, Chairman. 



21.Paqe 8, lint' 01. 
Following: lin~ 3 

Senate Bill 281 
P4ge 4 of .. 

~arch 21, 93 
.................................................................... 19 .......... .. 

y ~l~ert : -'f!!EZtt:! S A mru !'leA SECT ION THAT R1~AUS! 
~S~cti0n li. Source of !unds ~~r tax credit. The 

ultp.r~litlv~ ;i'~-::,rqy r.;tsl£:3tcch d(!Vt'dopael:t ~'\!~d dftmOn9tl:~t_iol) .l<::C,:)llnt 
established in 90-4-10j is the tiourc~ ?[ funding fur tb0 ~az 
cr€'clit ..,ll(\"'~cl \lti.d~r (~uction 3). Thl."! <'.lavUi"l~_ of QV!"~;' 1.0:, ~h{..z 
",c..:onAt th,~t i~ ""vi,ltl"bl<: rOT' pUrp054bS Qf tbH t.~x cr"oJdit i~ 
.. ubject: to aVollil<Ability ot' funds a;,c:1 to tbe; !\ppropriatioh ~)f %Udl 
funds by th .. ., le9.i,slatur~ for the p'lrp<.)~\;'r,; of {~.:,!('tion 31 • • ,1/ 

P.>l1:1umbt;;:r: 3ub<iequ~:;\t sect.l"r~!3 

STATE PUB. CO. 
.. ····f}Atl· .. YA·!tt>1;~Y······· .. ········ .. ················· ......... : ................ .. 

, ChaIrman. 
Helena, Mont. 



STANDING COMMITTEE REPORT 

..................................................................... 19 .......... .. 

MR ........................ ~~~~~ ............... .. 

We, your committee on ................................................... ~~1J.~ ............................................................................. . 

having had under consideration .............................................................................................. ~g .... Bill No ... ).~~t .... .. 

__ 'l'h.;::..==i=rf!=-___ reading copy ( Blue 
color 

A Bn.L FOR AM .ACf Eftlfi.ED: ., AM AC"l TO DISALLOW DEDtJC!'IOHS 

ULAUD 1'0 XXCLUD.&D IftBUST I.UCOHS FOR' MlH1'AIiA COaPORA,.IO!f LICBl18£ 

TAX PUllf'OSKS, TO APPLY TiD: DISAI.L01fAMCB OF D&DUCTIOII H!'aOACTIVZLT 

TO ALL '1'AXAlU'.E PEUODS D'ORIMG \ifiICl! StJCJi I~ IS BXCLUD£n VllOM 

GaOSS INCOJ4B J U1) PROVIDDIG All IMMBDIAft :aFFECTIVE DAn ABD Mf 

APPLICABILITY DATE.~ 

S~A~£ 33S Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

be al'MDded a. follows: 

(SEE AT~ACJi£D SHEftS) 

STATE PUB. CO. 

nJ.lf .. yAIDLEY .... · .. · ........ ·· .. · .. · .......... · .............. ·: .. · .. ·· .......... · 
, ChaIrman. 

Helena, Mont. 
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1. Title. line 8. 
l'ollowiA91 -Gaoss ntCOJm,· 

leDau BUl 335 
•• 98 2 of 3 

-.reb 23, 83 
.................................................................... 19 ........... . 

ID!Mrt., ·PaoBIBI1fIWG COIf80LlDAfttD 1lJrl\'IUS 1'0. FlIlUfCIA1. 
lWHlTU'fI.ORS OBOE'll Tn couonn LIOIISZ 'rAX, R&APl'lMlBG 'I'IIE 
IKUl8 I01I or aTAYB AIm LOCAL BOrID lllCOMJ! III '1'U DEFINITION 0.. lin' 
nrcOKB I'oa COtlPOU,,,.IOIf LIca8a ~AX POJU>OSES,· 

2. ~itl~. lice ,. 
Pollovia9' -AMO­
Strite: -AM-
Foll01l1ng c -Al'PLlCAB.ILITY­
at.rike: -DAn-
Insertt -DATES-

3. P.g_ 3. l1ae 23. 
Pollowinq: line 22 
InNrt; -Sectioa 1. Conaolld.atact r-.eturns prohibit.ed. (1) A 
aajorlty of t.h~ eorpor&t.ion linen .. tax collectad fr«:TICI tbuutcial 
institutions ia JMi4 to local 9ov.rftDtnt. ar •• a in ¥bleh each 
financial 1nstitutioa is located. Bowev~r, c~n.olldatad returR. 
tor financial institutiQn. do not x.fl~ct t.he tn. tax 
attributable to ~4cb loeal 90vernment. !n addition, con.olidAt~d 
r~t.urns vould pf!rmit financ!.~.1. ir.:~tltut.ionr. to of!set i!lcc.:rae 
.aqa.inst lo~se~ of nO!I-fi:uulcial lnstitut.ioltti, Uu~r':lb! di.$;tQrtin~ 
the true 1n~a.e of eacb tlaaacial org&ftizatlon. 

, ,(2) 11.1 accQrda.a.c. with 4"GbMetloa (1) ~ flDaIleial 
',(. ,;lla.t.itutio"s are probi.blt9d froa fllla, coaaolldabad retarea 
~r 15-31-141. 

Secti"" 3. Bel1ff1raat.i.oft of boa4 incOlW itlCb~.1oft 1n dafln1tlo1't 
of MIt lAA:OfM. for corporation 11ee"se tax purpo.....ot 
vlt.ha.tal'ldlug the provi.ton. f;Jf AllY ot.her 1..,.., the 1su:O'ae trou 
bonda or otbe.r obl19atloa.. t •• 1W4 boy any at.ate 0.1" polittcal 
aeb41vislon of • .tate ar. included in ~ru6S AAd AOt 1ncome for 
purpoee. of t.hta corporation 11oeQ8· tax. rurt,ber.. such iuOOlae 
a_a been includod in qa:o •• AM Aet laoONt aiAc. the .ffectiye 
dat.e of Chapter 634,. La". of 1'7'1 vbleh law rlJlHial04 the 
4lltC h,.ion of aaob incoat.a frota th6 tax baaa of tM corporat.1o:1 
li~en8& tax.-
Renuzb$rt aubsequ~nt suctions 

STATE PUB. co. Chairman. 
Helena, Mont. 



4. Pa9- 3, line ll. 
FolloviD9: -inatruetion.· 
5trikat -Section 1 lB-

U!IAD BILL 335 
.ap 3 of 3 

March 23, 83 .................................................................... 19 ........... . 

Insert: -6eatioRa 1 through 3 aro· 

s. Pa90 3, line 24. 
VQllow1ag: waa, 
St.rita: -aft­
rollovin9* -int.egral­
Strike: -p&rt­
Ioeert: -part.-

6. Paqa 4* li.e 1. 
Follovin9t -appl1.cob111ty· 
Strike I -elate-
I~.ertt -date.-

7. P.,Q.r line 2. 
Following: ·approval­
Strike: -and appli •• -
Imliltrt: • Seetif.JJ;\.:S 1 ~nd J of tb1~ I1ct 4ipply" 

t. P49-., l1ao ,. 
Follov1ngl -Iav.-
Insertt ·Sect1oD l of tb1. Aet applies to ~.XAble p.rlod~ 
be91nn1n9 after ))~eJlllber 31, 1"2.-

STATE PUB. CO. 
···twit··yDDI.By·;·······································Ch~i~~~~:"""'" 

Helena, Mont. 




