
MINUTES OF THE MEETING OF THE HOUSE TAXATION COMMITTEE 
March 22, 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. 

Testimony 'vas heard on SB 361 during this meeting. 

Executive action was taken on the following bills: House 
Bills 536, 841, 844, 858; and Senate Bills 36, 68, 96, 159, 
18 6, 244, 3 3 5 , 34 2, 361 , 3 6 3 , and 413. 

SENATE BILL 361 

SENATOR JEAN TURNAGE, District 13, sponsor of the bill, said 
SB 361 is an act to revise the criteria under which land is 
classified as agricultural for tax purposes. The bill is an 
attempt to have a starting point for land classification. 
He said the Department of Revenue may require that proof of 
criteria specified in the bill be filed with the department. 

Proponents 

DENNIS BURR, representing the Montana Taxpayers Association, 
said he liked the bill better in the form in which it was 
introduced. Mr. Burr said there are two types of land: 1) 
agricultural land; and 2) all other kinds of land. In the 
past few years, it has been easy to have land classified as 
agricultural land in .. order to reduce taxes on that land. 
This bill requires proof that the land is being used as agricul­
tural land. This bill will not solve all problems with classifi­
cation of land but it is a good start. 

SENATOR BIL NORMAN, District 47, said the Department of Revenue 
would find this bill helpful in assessing agricultural land. 

Opponents 

KEN SPALDING, Chairman of Park County Board of Commissioners, 
asked that SB 361 be killed. Too much has been deleted from the 
bill to make it workable. Park County will lose $250,000 to 
$300,000 in tax money if this bill is passed. (See EXHIBIT 1.) 

ALLEN NELSON, representing himself and the Agricultural Preserva­
tion Association, said he is opposed to SB 361. He said his 
taxes will have to be raised by $197.20 in order to make up for 
the loss of tax money if this bill is passed. (See EXHIBIT 2.) 

JO BRUNNER, representing Women Involved in Farm Economics (WIFE), 
said the WIFE organization opposes the bill, although they worked 
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for Senate amendments to bring it to this level. They continue 
to be concerned with the low acreage provision and the figures 
included for production. They believe that to be considered a 
viable agriculture operation, it should be the intent to make 
the major part of your living from agriculture and not be considered, 
for taxation, or for agriculture payment purposes, a viable 
agriculture operation if you supply only supplemental support 
through the raising of your own food and fiber. Ms. Brunner 
read a prepared statement to the committee. (See EXHIBIT 3.) 

DORIS SHEPHERD, representing the Montana Association of Counties, 
said to put a criteria of 5 acres in this bill is ridiculous. 
There are people who make a living on 5 acres (i.e. cherry farms 
and chicken farms) but there are also people who have 40 acres 
of nothing but trees and rocks. 

DAN WORSDELL, City Manager of Anaconda-Deer Lodge, said this 
measure will erode the tax bases of many counties in the state 
of Montana. They support better land classification criteria 
but this bill does not meet those goals. 

GORDON DARLINTON, Legislative Chairman for the Agricultural 
Preservation Association, said there are many small subdivisions 
of 10 acres and if they are allowed to be classified as agriculture 
land, it will hurt the tax base of the counties. Money will have ~ 
to be raised somehow to pay for county services. 

JACK WILLIAMS, representing himself, said last year his property 
taxes doubled. If this bill passes, his taxes will go up more. 
He said he would likt to see the bill killed. 

BOB RAUNDAL, representing the State Tax Appeal Board, said this 
greenbelt situation needs clarification. In its present form, 
the bill might not take care of the problems. The ten animal 
units of grazing could allow one saddle horse in order to qualify 
for agricultural land. 

CHARLES GRAVELEY, representing the County Assessors Association, 
said the assessors are not so much in opposition to the bill as 
they are opposed to the acreage limit. They feel it is terribly 
low and will result in raising our taxes. He said the assessors 
came up with an alternative proposal which he would have drawn 
up into amendments and would submit to this committee. 

GREG GROEPPER, representing the Department of Revenue, said he 
was appearing neither as a proponent nor an opponent to the bill. 
He said the Department of Revenue has had over 700 tax appeals 
on this subject, working their way up to state level from county 
level. The bill was amended in committee and on the floor of the 
Senate. The department has tried for a long time to get clarifica-
tion on what should be considered agricultural land and what ~ 
should not be. This bill does that. He is speaking only to the 
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administrative aspects of the bill. Because of the vagueness 
of the law, there is no equality in assessing of agricultural 
land. This bill is not effective until 1984. Administratively, 
the bill helps the Department of Revenue. 

SENATOR TURNAGE, in closing, said the opponents testified opposite 
to what they really want. The current law is much worse than what 
the opponents think this bill is. The present law allows for a 
five acre farm and could be used for grain crops, timber crops, etc. 
The law provides for less than five acres if that acreage produces 
15% of the owner's net income. Under this law you would have 
to prove the criteria for assessing land as agricultural land. 

Questions from the committee were heard at this time. 

REPRESENTATIVE WILLIAMS said Mr. Burr had testified that he was 
not satisfied with this bill. He asked Mr. Burr what his defini­
tion of agricultural land, for taxable purposes, would be. Mr. 
Burr said the problem is with the land around the edges of urban 
areas. You have to be able to prove that land is being used as 
agricultural land. It should not be agricultural land if it is 
waiting to be developed. Criteria in the bill that requires proof 
that the land is agricultural land is better than current law. 

REPRESENTATIVE l..;rILLIAMS asked if it would ~be morereas.onable to 
have a more strict definition of agricultural land and eliminate 
the acreage number. Senator Turnage said that would be if the 
requirements were absolutely crystal clear. The acreage thing 
is an arbitrational step where you start to apply other guidelines. 

REPRESENTATIVE ASAY asked if you could use a percentage of gross 
return as a measure of agricultural endeavor. Senator Turnage 
said that could be one criteria but could not be the only criteria. 

The hearing on SB 361 was closed. 

REPRESENTATIVE HARRINGTON was excused from the meeting at this 
time. 

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

EXECUTIVE SESSION 

Senate Bill 361 

REPRESENTATIVE ZABROCKI moved to TABLE SB 361. 

The motion was voted on and PASSED. All committee members present 
voted yes except Representatives Bertelsen, Harp and Nordtvedt, 
who voted no. 
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REPRESENTATIVE BERTELSEN said it was suggested to remove the 
effective date because there was no real urgency with the bill. 

REPRESENTATIVE WILLIAMS moved to amend SB 68, removing the 
effective date. 

REPRESENTATIVE REAM said the important point is that it is for 
this taxable year. 

REPRESENTATIVE WILLIAMS withdrew his motion. 

REPRESENTATIVE WILLIAMS asked if there is a ceiling on the amount 
that can be deducted. 

JIM OPPEDAHL, legislative researcher for the Legislative Council, 
said the act is tied to the federal section. It would have the 
same limitations as on federal deductions. 

The motion was voted on and PASSED unanimously. 

REPRESENTATIVE DOZIER was appointed to carry the bill in the 
House. 

Senate Bill 363 

REPRESENTATIVE ZABROCKI moved SB 363 BE CONCURRED IN. 

REPRESENTATIVE NORDTVEDT moved to amend the bill, striking the 
word "public" whereever it occurred in the bill, and to amend 
the word "a" to "an" where necessary. 

The motion to amend the bill was voted on and PASSED. All 
committee members voted yes except Representatives Neuman, Nilson, 
Jacobsen, Ream and Williams, who voted no. 

The motion that SB 363 BE CONCURRED IN, AS AMENDED was voted on 
and PASSED. All committee members voted yes except Representative 
Williams, who abstained. 

REPRESENTATIVE ZABROCKI was assigned to carry the bill in the House. 

House Bill 536 

REPRESENTATIVE NEUMAN offered amendments to HB 536. (See EXHIBIT 
4.) Representative Neuman said he is proposing to substantially 
amend the bill. 

REPRESENTATIVE NEUMAN said he intends to take the bankers' bill, 
SB 335, and write it into this bill, except he would change the 
percentage of taxation and instead of using corporation license 
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tax, he would propose to create a financial institutions 
franchise tax and raise the percentage from 6 3/4% to 8.5%, 
and use the provisions of the bankers' bill that they have 
presented to this committee. This would be a retroactive 
feature that would allow them to take a percentage of their 
tax exempt interest to their total interest and apply that 
towards their expenses before they compute their net income. 
This is done in California. The reason they tax financial 
institutions at a greater percentage than they do other 
institutions is because money to banks is like machinery to 
miners, farmers and other institutions and the tax is basically 
supposed to be a property tax. Since we tax banks only on their 
net income, they use a greater percentage in order to get some 
equality. The net effect of that would be about $1 million per 
year to the general fund. Representative Neuman said he would 
propose to change the distribution formula that is now 80/20 
between local jurisdictions and the state. He would propose 
to change that to 36/64. This will, at the higher rate, assure­
that the local taxing jurisdictions receive the same amount of 
money that they receive under the present law and additional 
funds that would be reaised would corne to the state to be deposited 
in the general fund. 

REPRESENTATIVE NORDTVEDT asked why Representative Neuman wants 
more money to go to the state. Representative Neuman said to 
get more money to the general fund but yet not take any money 
away from the counties. 

REPRESENTATIVE NEUMAN said he also proposes to amend the bill to 
include a tax on the deposits to the financial institutions at 
a rate of .14%. This portion of the bill would only go into 
effect if we should lose the appeals that are in the courts at 
the present time. (The financials have taken the state to court 
and the courts declared that since we do not allow deductions 
of tax exempt income, that is taxing what the federal law says 
we cannot tax. The courts upheld that was illegal so the bankers 
carne in with SB 335.) The tax on the deposits would only be 
applicable if the courts agree that the first part of the bill 
is unconstitutional. 

On the last page of EXHIBIT 4 there are two options of how this 
bill will work. Option A would be that the present law would 
remain in effect, if it is upheld by the court, with no increase. 
Option B is the one Representative Neuman would propose. It would 
be that this law would go into effect for taxable years beginning 
after December 31, 1982, regardless of the outcome of the case. 
{The financial institutions would be taxed at a higher rate on 
net income, not deposits tax.} 

REPRESENTATIVE BERTELSEN said you have increased the total tax 
on the banks by one-fourth. Representative Neuman said the tax 
would be increased from $9 million to $11 million. 

REPRESENTATIVE DOZIER said he opposes the amendments because they 
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are so substantive and no one has a chance to testify on the 
offered amendments. 

REPRESENTATIVE NORDTVEDT said the $11 million revenue is calcu­
lated by neglecting the present amount of federal receipts of 
banks. Does it still exclude taxing federal. Representative 
Neuman said yes. 

CHAIRMAN YARDLEY asked if the bill still would have the pro­
vision that allows for pro rata share of expenses, Representa­
tive Neuman said yes. 

REPRESENTATIVE WILLIAMS said he had difficulties with taking on 
new concepts without a hearing. 

REPRESENTATIVE REAM asked if he was correct in saying the new 
amendments make HB 536 similar to SB 335. Representative Neuman 
said yes, the first part is almost identical but the only thing 
changed, basically, is the rate from 6 3/4% to 8.5%. 

REPRESENTATIVE ASAY asked who has seen these amendments. Repre­
sentative Neuman said he just finished the amendments so this 
committee is really the first ones to see them. It has taken a 
long time to get the concept together. 

REPRESENTATIVE NORDTVEDT asked if the courts struck down taxing 
of non-income, then the second part of this bill would take over? 
Representative Neuman said that is correct. The financial institu­
tions have not been paying their fair share since the bank shares 
tax was withdrawn. 

REPRESENTATIVE NORDTVEDT said we have to do something like this. 
If the courts rule against the concept of SB 335, we would be 
back to a situation of having no tax on banks for another two 
year period. The taxing of deposits is not a new concept. 

REPRESENTATIVE ABRAMS 3sked if the bill, as amended, would be a 
compromise between the two bills. Representative Neuman said 
the amendments to HB536 are basically the same as what is contained 
in SB 335 so we would not need a new hearing for further testimony. 
The second part of the amendments is the deposits tax and we have 
had a lot of testimony on that. Chairman Yardley said even though 
the deposits tax was heard in the Senate, we have not heard it in 
the House and that concerned him. 

REPRESENTATIVE JACOBSEN said he realized Representative Neuman 
was trying to raise more revenue but by changing the allocation, 
it doesn't help the counties and cities but just helps the state. 

REPRESENTATIVE NEUMAN said the intention was that the counties and .. 
cities would get the same amount they have been getting. He said 
he would have no objection to changing the distribution percentages. 
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REPRESENTATIVE VINGER asked if we can legally raise the tax 
from 6 3/4% to 8.5%. Representative Neuman said we can because 
we have changed the tax. 

REPRESENTATIVE WILLIAMS said if we are going to consider a deposits 
tax, this committee has not heard testimony on deposits tax. Under 
the deposits tax, would the savings and loans be pulled back into 
the tax? Representative Neuman said yes. 

REPRESENTATIVE NORDTVEDT said there is nothing conceptually wrong 
with deposits tax if it is the working capital of a bank. But 
the deposits do not belong to the bank. We would be taxing money 
capital of people. He said we might be in a better situation if 
we left the percentage the same, at 6 3/4%, and have a small 
deposits tax. Representative Neuman said he had thought of that 
but that would be creating two different taxes and this seemed 
to be a more simple approach. 

REPRESENTATIVE NILSON moved HB 536 BE TABLED. 

REPRESENTATIVE NEUMAN said he would have to oppose that motion. 
He said we have to do something because the state is in a terrible 
spot, financially. He said if you are going to "hang a hat on 
SB 335, you are going to hang it on something pretty iffy". 

REPRESENTATIVE DEVLIN said these amendments change the bill sub­
stantially and you are denying people the right to testify on 
the new bill. Representative Neuman said the bill could be heard 
in the Senate Taxation Committee. 

REPRESENTATIVE VINGER moved this committee postpone action on this 
bill for one day so the committee members have a chance to look 
at the amendments and then give the Department of Revenue and the 
bankers a chance to speak to the amendments. 

REPRESENTATIVE DOZIER said he has a problem with that. His 
constituents will not have a chance to get to Helena to testify 
on the proposed amendments to the bill. 

REPRESENTATIVE VINGER withdrew his motion. 

REPRESENTATIVE BERTELSEN said the amendments merely change the 
percentage. He said we are not making a drastic change like the 
committee members seem to think we are. 

REPRESENTATIVE SWITZER said this committee had a hearing on SB 335 
but asked if the sponsor did not say he was addressing portions 
of a different senate bill. Representative Neuman said yes, he 
also addressed SB 236, which has been tabled in the Senate Taxation 
Committee. 

REPRESENTATIVE NEUMAN said he would rather amend his own bill to 
do what he wants it to do rather than amending someone else's bill 
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and run the chance that the sponsor of the other bill might not 
agree with what he wants to do. 

REPRESENTATIVE REAM said the advantage of working with HB 536 is 
that it does have one more shot at a public hearing on the Senate 
side. 

REPRESENTATIVE ZABROCKI asked if this committee could get a gray 
copy of the bill with the amendments put in. Representative 
Neuman said if this committee adopts the amendments in committee, 
table the bill, then we could get a gray copy of the bill. 

REPRESENTATIVE NEUMAN said he has amendments prepared to include 
gross receipts tax as a back up tax. He asked the committee if 
they want to increase the percentage in SB 335 and use the gross 
receipts tax as a fall back position, because the committee has 
heard testimony on gross receipts. 

REPRESENTATIVE NORDTVEDT said there is no conceptual difference 
between gross receipts tax and deposits tax except the gross . 
receipts tax is more volatile. 

REPRESENTATIVE JACOBSEN said in fairness to the sponsor of this 
bill, we could put the amendments on the bill because that would 
not hurt anything. ~ 

REPRESENTATIVE NEUMAN moved the proposed amendments be incorporated 
in HB 536. 

REPRESENTATIVE NORDTVEDT said he would support that motion because 
it would do no harm to put the amendments in the bill. 

The motion to amend HB 536 was voted on and PASSED. A roll call 
vote was taken and all committee members voted yes except Repre­
sentatives Asay, Devlin, Dozier, Nilson, Vinger, Williams and 
Zabrocki, who voted no. Representatives Harp and Harrington were 
excused during the vote. 

REPRESENTATIVE NEUMAN moved to accept Option B contained on the 
last page of EXHIBIT 4. 

The motion was voted on and FAILED. A roll call vote was taken 
and all committee members voted no except Representatives 
Bertelsen, Neuman, Ream and Yardley, who voted yes. Representa­
tives Harp and Harrington were excused during the vote. 

REPRESENTATIVE NEUMAN moved to accept Option A, on the last page 
of EXHIBIT 4. 

The motion was voted on and PASSED. All committee members voted 
yes except Representatives Dozier, Neuman, Nilson and Bertelsen, 
who voted no. Representatives Harp and Harrington were excused 
during the vote. 
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REPRESENTATIVE NEUMAN made a substitute motion that HB 536 DO 
PASS, AS AMENDED. 

REPRESENTATIVE SWITZER asked Representative Neuman if he would 
accept an amendment to reinstate current law, changing the 
distribution back to 20/80. Representative Neuman said he would 
not object. 

REPRESENTATIVE SWITZER moved to amend HB 536, putting the distri­
bution back to 20/80. 

The motion was voted on and PASSED. All committee members voted 
yes except Representatives Neuman, Nilson and Ream, who voted no. 

The motion that HB 536 DO PASS, AS AMENDED was voted on and FAILED. 
All committee members voted no except Representatives Neuman, 
Bertelsen, Nordtvedt, Ream and Switzer, who voted no. 

The original motion to TABLE HB 536 was voted on and PASSED. 
All committee members voted yes except Representatives Bertelsen, 
Neuman, Ream and Switzer, who voted no. 

Senate Bill 335 

CHAIRMAN YARDLEY passed out copies of amendments to SB 335 that 
were proposed by the Department of Natural Resources and Conserva­
tion. (See EXHIBIT 5.) 

REPRESENTATIVE lHLLIAHS said there is only one banking firm in 
Montana that files consolidated returns. This amendment would 
disallow any consolidated returns. 

CHAIRMAN YARDLEY read a letter from Dan Bucks, Department of 
Revenue, which explain the amendments offered. (See EXHIBIT 6.) 

REPRESENTATIVE NORDTVEDT said if we are not careful, we may end 
up killing all the bank bills by tacking on all the amendments 
the Department of Revenue want to have put in the bill. 

REPRESENTATIVE WILLIAMS moved the offered amendments to SB 335. 

The motion was voted on and PASSED. All committee members voted 
yes except Representatives Nordtvedt, Abrams, Devlin and Vinger, 
who voted no. 

REPRESENTATIVE NEUMAN moved to TABLE SB 335. He said this committee 
should study HB 536 and SB 335 and come back tomorrow and act 
on the bills. The issue is important enough that we should give 
it some time. 

REPRESENTATIVE WILLIAMS made a substitute motion that SB 335 
BE CONCURRED IN, AS AMENDED. 
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The motion was voted on and FAILED. A roll call vote was taken 
and all committee members voted no except Representatives Asay, 
Devlin, Nilson, Vinger, Williams, Zabrocki and Yardley, who 
voted yes. Representatives Dozier, Harp and Harrington were 
excused at the time of the vote. 

The motion to TABLE SB 335 was voted on and PASSED. All committee 
members voted yes except Representatives Yardley, Zabrocki, 
Williams and Vinger, who voted no. Representative Dozier, Harp 
and Harrington were excused during the time of the vote. 

Senate Bill 159 

REPRESENTATIVE DOZIER moved to TABLE SB 159. 

REPRESENTATIVE VINGER made a substitute motion that SB 159 BE 
CONCURRED IN. 

REPRESENTATIVE NORDTVEDT moved to amend the bill by reducing the 
severance tax to 5% effective April 1, 1985. He said we are 
sending a message that Montana is reducing the severance tax which 
would encourage new drilling. The fiscal impact would be delayed 
until the next biennium. 

CHAI~MAN YARDLEY said the 6% severance tax would stay in effect ~ 
until April 1, 1985 and would then be dropped to 5%. 

The motion to amend SB 159 was voted on and FAILED. A roll call 
vote was taken and all committee members voted no except Repre­
sentatives Abrams, Bertelsen, Devlin, Neuman, Nordtvedt, Vinger 
and Zabrocki, who voted yes. Representatives Harp and Harrington 
were excused at the time of the vote. 

The motion that SB 159 BE CONCURRED IN was voted on and FAILED. 
A roll call vote was taken and all committee members voted no 
except Representatives Abrams, Asay, Devlin, Harp, Jacobsen, 
Switzer, Underdal, Vinger and Zabrocki, who voted yes. Repre­
sentative Harrington voted no, by proxy vote. 

REPRESENTATIVE WILLIAMS made a substitute motion that SB 159 
BE NOT CONCURRED IN. 

The motion was voted on and PASSED. A roll call vote was taken 
and all committee members voted yes except Representatives Abrams, 
Asay, Devlin, Harp, Jacobsen, Switzer, Underdal, Vinger and Zabrocki, 
who voted no. 

Senate Bill 342 

REPRESENTATIVE ZABROCKI moved SB 342 BE CONCURRED IN. 

The motion was voted on and PASSED. All committee members voted 
yes except Representatives Dozier, Keenan, Williams and Yardley, 
who voted no. 
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REPRESENTATIVE WILLIAMS said he will put together some figures 
and information on this study and report back to the committee. 

REPRESENTATIVE SWITZER moved to TABLE HB 844. 

The motion was voted on and PASSED unanimously. 

Senate Bill 36 

REPRESENTATIVE KEENAN moved to TABLE SB 36. 

The motion was voted on and PASSED unanimously. 

House Bill 841 

REPRESENTATIVE KEENAN moved HB 841 DO PASS. 

REPRESENTATIVE REAM moved the amendments contained in EXHIBIT 7. 

The motion was voted on and PASSED unanimously. 

REPRESENTATIVE WILLIAMS moved to sunset this act if the federal 
law is repealed. 

The motion was voted on and PASSED. All committee members voted 
yes except Representative Ream, who voted no. 

The motion that HB 841 DO PASS, AS AMENDED was voted on and PASSED. 
All committee members voted yes except Representatives Harp, 
Nordtvedt, Neuman and Yardley, who voted no. 

REPRESENTATIVE NORDTVEDT said he would recommend that the revenue 
estimate from this bill be ignored in HJR 33 because he said he 
doubts any tips are being claimed and so any assumption on a 
fiscal note would be wrong. 

Senate Bill 186 

REPRESENTATIVE ASAY moved SB 186 BE CONCURRED IN. 

REPRESENTATIVE ASAY moved to amend SB 186 to include Indian 
tribes. He said they should be given the opportunity to present 
their impact to the coal board. He said this would give the 
tribes an avenue to approach the state government. He said this 
will not make any difference in the loans and grants. 
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The motion to amend SB 186 was voted on and PASSED unanimously. 

REPRESENTATIVE ASAY moved SB 186 BE CONCURRED IN, AS AMENDED. 

The motion was voted on and PASSED. All committee members voted 
yes except Representatives Harp and Nordtvedt, who voted no. 

REPRESENTATIVE ASAY said he would carry the bill on the House floor. 

Senate Bill 96 

REPRESENTATIVE NEUMAN moved to TABLE SB 96. 

REPRESENTATIVE NORDTVEDT made a substitute motion that SB 96 
BE CONCURRED IN. 

REPRESENTATIVE NEUMAN said part of the defense for having the 
coal fund is to use those funds directly for impact. If we put 
this money directly into the general fund, we will lose track 
of how that money is spent. ~ 

The substitute motion was voted on and FAILED. A roll call vote 
was taken and all committee members voted no except Representatives 
Devlin, Harp, Nordtvedt, Switzer, Underdal and Vinger, who voted 
yes. Representatives Abrams and Dozier were excused at the time 
of the vote. 

The original motion to TABLE SB 96 was voted on and PASSED. 
All committee members voted yes except Representatives Harp, 
Devlin, Switzer, Vinger and Nordtvedt, who voted no. 

Senate Bill 244 

REPRESENTATIVE SWITZER moved SB 244 BE NOT CONCURRED IN. 

REPRESENTATIVE WILLIAMS made a substitute motion that SB 244 
BE CONCURRED IN. 

The substitute motion was voted on and PASSED. All committee 
members voted yes except Representatives Devlin, Switzer and Vinger, 
who voted no. Representatives Harp, Harrington, Dozier and Nilson 
were excused at the time of the vote. 

House Bill 858 

REPRESENTATIVE VINGER moved HB 858 DO PASS AS AMENDED. 

CHAIRMAN YARDLEY reminded the committee they had already amended 
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The motion was voted on and PASSED. All committee members 
voted yes except Representatives Keenan, Bertelsen, Williams, 
Ream, Neuman and Nordtvedt, who voted no. Representatives 
Harp, Harrington, Dozier and Nilson were excused at the time 
of the vote .-

The meeting was adjourned at 11:45 a.m. 

~~ - DAN YAY;~ 
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Park County 

Suburban Tracts 

Valuation 

$10,355,467 

Total CounwValuation from all sources 

Total Taxes Collected from all sources 

Average County Millage 

Taxable Valuation on Suburban Tracts 

EXHIBIT 1 
3-22-83 

$17,836,902 

$ 5,660,208 

.31733 

882,127 

SB# 361 as it is presently written ~ould eliminate approximately 
ninty percent (90%) of these tra~t values and put them in an 
A~riculture Status. The difference in tract values and ago 
values times an average millage of .31733 mills would still create 
a loss in excess of :250,000 in taxes to Park County alone. In 
order to overcome this deficit the avera~e cou~ty millage ~ould 
c~arge frorr. .31733 mills to .33211 mill. 

Using averaf-es onlY_Rnd not differentiating school districts, 
a house valued at $18,750 would change from $508.72 in taxes 
to ~532.41 in taxes. 
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IF Women Involved in farm Economicl 
NA M3: __ .:;:,.J.:;:,.O_B::;:;R~U::..:R~I:.;.;;{P;::.:~R~ __________ BILL_NO • SB)61 

ORGANIZATION~IjO;,IJN INIfOLV.2D IN FARl,j . .i:CONOi·,uCS 

ADDR3SS 56) )rd St. Belena DATE ):IARCH 22,8) 

SUPPORT. OPPOS~ X A;"tIEND 
--~~------- --~~--~ ---------

CO~i:::ENTS : 
Jiir. Chairman, members of the committee, my name is Jo Brunner and I 

represent the members of the vJomen Involved in Farm .Li:conomics 

Organization. 

concerned 

make the major part of your living from agriculture and not be 

considered, for taxation, or for agriculture payment purposed, a 

viable agriculture operation if you supply only supplimental support 

through the raising of your own food and fiber. 

In the overall picture., small acreages such as we address here, are 

considered farms and ranches when the figures on acres and production 

are computed--according to the ASCS office--they are elegible for thel 

payments the same as larger viable operations, and quite often they 
-I- w~ d a NI''':-- C!.a., ~.~...- ScI.,;: .:s1A~~ 

never sell anything on the marketr This past year we heard often that 

there was a great increase of peoppe going into agriculture and that 

small operations was increasing. We beleive that a large proportion 

of these "farmers" were small acreages that actually do not contribut 

to the agriculture economy. 

Again, while we do not beleive that 5 acres is the correct amount to 

considered for an agriculture operation, we do agree with the other 
t~ ~ f.(l< /l. film t:/, ;17"1 ~(4 

,-_f_i_gu ___ r_e_s __ i_n_p_D_o_d_u_c_t_i_onaJe:nils ~aa;t(.:rp1i~tf-~e.H"om~lrsc~~~d-d want it raised for 

larger amount of acres. 



AMEND HB 536 AS FOLLOWS: 

Page 1. Line 15 

EXHIBIT 4 
3-22-83 

Strike. Page 1 line 15 "It" through Page 1 Line 20 "privilege". 
Insert: 

It is the intent of this act that every bank and savings and loan asso­
ciation doing business within the state as a corporation or association 
within the provisions of 15-31-101 shall annually pay to the state 
treasurer a financial institutions franchise tax for the privilege of 
conducting business in this state in corporate form. Since financial 
institutions possess proportionately greater amounts of intangible 
assets which are not subject to property tax compared to nonfinancial 
corporations, it is the intent of the Legislature to equalize overall 
tax burdens 'within the state. as well as the total tax burden between 
financial institutions and other corporations by enacting this tax. 

Page 1 line 21 
Strike Page 1 line 21 through page 7 line 21 
INSERT: 

NEW SECTION Section 3. Defini~ions. As used in this part, the following 
definitions apply: 

(1) The term "gross income means all income recognized in deter­
mining the corporation's gross income for federal income tax pur­
poses and: 

(a) including: 
(i) interest exempt from federal income tax; 

(ii) the portion of gain from a liquidation of the reporting 
corporation not recognized for federal corporate income tax pur­
poses pursuant to sections 331 through 337 of the Internal Revenue 
Code (as those sections may be amended or renumbered) attributable 
to stockholders, either individual or corporate, not subject to 
Montana income or license tax under Title 15, chapter 30 or chap­
ter 31, as appropriate, on the gain passing through to the stock­
holders pursuant to federal law; and 

(b) excluding gain recognized for federal tax purposes as a 
shareholder of a liquidating corporation pursuant to sections 331 
through 337 of the Internal Revenue Code (as those sections may be 
amended or renumbered) when the gain is required to be recognized 
by the liquidating corporation pursuant to subsection (1)(a)(ii) 
of this section. 



(2) The term "net income" means the gross income of the corporation 
less only those deductions set forth in 15-31-114. The definition 
of net income set forth in this section may not be construed to 
allow any deduction contained in the federal Internal Revenue Code 
unless that deduction is expressly provided for in this chapter. 

(3) "Taxable Period" means the taxable year for federal income tax 
purposes of the bank or savings and loan association. 

NEW SECTION Section 4. Income includable - -
Notwithstanding the provisions of any other law, interest income from 
all obligations or securities issued by any state or political subdivi­
sions thereof shall be included in the net income measure of the tax. 

NEW SECTION Section 5. Adjustments to deductions - - Tax imposed - - rate 
- exceptions. 
(1) Reduction of deductions related to excluded income 

(a) Every corporation taxable under this act, as provided in 
Section 8 which possesses interest income that is exempt from 
taxation by law shall adjust its allowable deductions for all 
taxable periods in which such interest is excluded in the follow­
ing manner: 
(i) the total amount of interest excluded from gross income by 
federal or state law must be determined; 
(ii) the total amount of all interest income from all sources 
must be determined; 
(iii) the ratio of excluded interest income to all interest 
income must be determined; and 
(iv) the total deductions allowable under 15-31-114 must be 
reduced by an amount determined by multiplying the amount of 
deduction otherwise allowable by the ratio of excluded interest to 
all interest income; however the product of this calculation may 
not exceed the amount of excluded interest income. 

(2) There is imposed upon every bank and savings and loan association 
for each taxable period a financial institutions franchise tax at 
the rate of 8~% of all net income. 

(3) When a bank or savings and loan association changes its tax3',;'cC 
period, it must promptly notify the department of revenue. 



NEW SECTION Section 6. Incorporation by reference. The provisions of the 
following sections of Chapter 31 Title 15 are incorporated by reference and 
apply to this part: 15-31-101, 15-31-102, 15-31-111, 15-31-113(3), 
15-31-114, 15-31-142, 15-31-143, 15-31-301 through 15-31-312, 15-31-501 
through 15-31-509, 15-31-521 through 15-31-526, 15-31-531, 15-31-532, 
15-31-541 through 15-31-544 and, 15-31-551 through 15-31-554, except that 
wherever the words "tax," "license tax," !'license fee," "corporation excise 
tax," or like words appear, referring to the tax imposed under part 1 of 
this chapter, they mean, for purposes of this part, "financial institutions 
franchise tax." 

NEW SECTION Section 7. Filing methods. For purposes of filing the finan­
cial institutions franchise tax returns required by this act, each bank or 
savings and loan will be required to file on a separate entity basis. 
Consolidated returns are specifically prohibited. 

NEW SECTION Section 8. Section 15-31-101, MCA is amended to read: 
"15-31-101. Organizations subject to tax. (1) The term "corporation" 
includes associations, joint-stock companies, common-law trusts and 
business trusts which do business in an organized capacity, and all 
other corporations whether created, organized, or existing under and 
pursuant to the law, agreements, or declarations of trust of any state, 
country, or the United States. 

(2) The terms "engaged in business" and "doing business" both mean 
actively engaging in any transaction for the purpose of financial or 
pecuniary gain or profit. 

(3) Every corporation, except as hereinafter provided and except as 
provided in 33-2-705(6), engaged in business in the state of Hontana 
shall annually pay to the state treasurer as a license fee for the 
privilege of carrying on business in this state such percentage or 
percentages of its total net income for the preceding taxable year at 
the rate hereinafter'set forth. In the case of corporations having 
income from business activity which is taxable both within and without 
this state, the license fee shall be measured by the net income derived 
from or attributable to Montana sources as determined under part 3. 

This tax is due and payable on the 15th day of the 5th month following 
the close of the taxable year of the corporation; however, the tax 
becomes a lien as provided in this chapter on the last day of the tax­
able year in which the income was earned and is for the privilege of 
carrying on business in this state for the taxable year in which the 
income was earned. 



(4) Every bank organized under the laws of the state of Montana. of 
any other state, or of the United States and every savings and loan 
association organized under the laws of this state or of the United 
States is subject to the Montana ee~pe~ae~eft !ieeftee 
financial institutions franchise tax provided for under this chapter in 
lieu of the corporate license tax. For taxable years beginning on and 
after January I, 1972. this subsection is effective in accordance with 
Public Law 91-156.~e.ction 2 (12 U.S.C. 548)." 

NEW SECTION Section 9. Disposition of revenue. The revenue collected 
from the tax imposed by this part must be disbursed in accordance with 
15-31-701 and 15-31-702. 

Section 10. Section 15-31-701, MCA is amended to read: "15-31-701. Depart­
ment of Revenue - - special duties for transmitting ee~pe~aeieft 
!ieeftee eaH financial institutions franchise tax revenues col­
lected from banks or savings and loan associations to counties. 
(1) Within 30 days after receiving ee~pe~8eieft !ieeftee 
financial institutions franchise tax returns and payments from 
banks or savings and loan associations, the department of revenue 
shall transmit to the county treasurer of the county in which the 
business is located the revenues calculated under 
15-31-702(1)(b). 

(2) If the department of revenue determines, under the provi­
sions of 15-31-503 and 15-31-531, that a bank or savings and loan 
association owes more taxes than shown on the original return or 
has paid more than the tax. penalty, or interest due in any year. 
it shall notify the bank or savings and loan association.Addi­
tional payment is due within 10 days after receipt of the final 
determination of taxes due. County treasurers shall issue war­
rants for their portion of the overpayment received and interest, 
as provided in 15-31-531. 

(3) The department shall continue to exercise all its duties 
and powers outlined in this title with respect to auditing 
returns and enforcing payment of the ee~pe~8efeft ~ieeftee 
financial institutions franchise taxes owed by banks and savings 
and loan associations. Any delinquent taxes collected from the 
sale of property of a bank or savings and loan association under 
the provision of 15-31-525 shall be transmitted to the county in 
which the corporation owing the delinquent taxes is located. The 
only duties of the county treasurers in this regard are issuing 
refunds and distributing the taxes to local taxing jurisdic­
tions." 

Section 11. Section 15-31-702. MeA, is amended to read: 
"15-31-702. Distributions of e6~p6~eeieH !ieeftee financial 

institutions franchise taxes collected from banks or savings and 
loan associations. (1) All ee~pe~6eieH !feeft~e financial insti­
tutions franchise taxes collected from banks and savings and loan 
associations shall be distributed in the following manner: 



(a)' -2!9" 36% must be remitted to the state treasurer to be allo­
cated as provided in 15-1-501(2); and 

(b) 89" 64% must be allocated to the various taxing jurisdic­
tions within the county in which the bank or savings and loan 
association is located. 

(2) The ee~pe~a~~eft ±~eeft8e financial institutions franchise 
taxes distributed under subsection (1)(b) shall be allocated to 
each taxing jurisdiction in the proportion that its mill levy for 
that fiscal year bears to the total mill levy of the taxing 
authorities of the district in which the bank or savings and loan 
association is located. 

(3) "Taxing jurisdictions" means, for the purposes of this 
section, all taxing authorities within a county permitted under 
state law to levy mills against the taxable value of property in 
the taxing district in which the bank or savings and loan associa­
tion is located. 

(4) If a return filed by a bank or savings and loan association 
involves branches or offices in more than one taxing jurisdiction, 
the department of revenue shall provide a method by rule for equi­
table distribution among those taxing jurisdictions." 

NEW SECTION Section 12. Definitions. As used in this part, the following 
definitions apply: 

(1) (a) Except as provided in subsection (b), "total deposits" 
means the average total deposits for a taxable period of a bank or 
savings and loan association as reported to state or federal regulators 
on the consolidated report of appropriate schedules, the resources and 
liabilities of a bank or savings and loan association on those past 
days designated by the comptroller of currency of the United States for 
reports of national banking,associations or for banks required to 
report to the department of commerce on those past days specified in 
32-1-231. 

(b) Total deposits include all demand depostis and time deposits, 
including but not limited to those deposits that are insured by the 
federal savings and loan insurance corporation and federal deposit 
insurance corporation, except deposits of the United States government 
or its agencies or for the state of Montana or its agencies or politi­
cal subdivision. 

(2) "Taxa:ble period" means the taxable year for federal income tax 
purposes of the bank or savings and loan association. 

NEW SECTION Section 13. Tax imposed - - -rate - -exceptions. 
(1) There is imposed upon every bank and savings and loan associa­

tion for each taxable period a financial institutions franchise tax at 
the rate of .14% of total deposits .. 

(2) When a bank or savings and loan association changes its taxable 
periods, it must promptly notify the department of revenue. 

(3) To the extent that a bank or savings and loan association is a 
branch of a foreign bank or savings and loan association, this section 
applies only to the total deposits received by the Montana branch or 
operation. 



NEW SECTION Section 14. Incorporation by reference. The provisions of 
the following sections of this chapter are incorporated into this part by 
reference and apply to this part: 15-31-101, 15-31-102, 15-31-111, 
15-31-142, 15-31-143, 15-31-501 through 15-31-509, 15-31-521 through 
15-31-544, and 15-31-551 through 15-31-554, except that wherever the words 
"tax", "license tax", "license fee", "corporation excise tax", or like 
words appear, referring to the tax imposed under part 1 of this chapter, 
they mean, for purposes of this part, "financial institutions franchise 
tax", and except that wherever the words "net income", "taxable income", 
"taxable net income", or like words appear, referring to the basis of the 
license tax computations, ·they mean, for purposes of this part, "gross 
receipts". 

NEW SECTION Section 15. Severability Clause. In the event that the meth­
od of calculating the measure of the tax provided for in sections 4 through 
section 6 inclusive, is held unconstitutional or invalid, those sections 
will be considered inoperative and sections 12 through section 14 inclu­
sive, will be given effect beginning with January 1 of the calendar year in 
which the method of calculating the tax is so held. Until such a contin­
gency occurs, sections 12 through 14 will not be effective. 

Section 16. Section 15-31-113 is amended to read: 
15-31-113. Gross income and net income. (1) The term "gross income" 
means all income recognized in determining the corporation's gross 
income for federal income tax purposes and: 

(a) including: 
(i) Interest exempt from federal income tax; 
(ii) the portion of gain from a liquidation of the reporting corpora­

tion not recognized for federal corporate income tax purposes pursuant 
to section 331 through 337 of the Internal Revenue Code (as those sec­
tions may be amended or renumbered) attributable to stockholders, 
either individual or corporate, not subject to Montana income or 
license tax under Title 15, chapter 30 or chapter 31, as appropriate, 
on the gain passing through to the stockholders pursuant to federal 
law; and 

(b) excluding gain recognized for federal tax purposes as a share­
holder of a liquidating corporation pursuant to section 331 through 337 
of the Internal Revenue Code (as those sections may be amended or 
renumbered) when the gain is required to be recognized by the·liquidat­
ing corporation pursuant to subsection (1)(a)(ii) of this section. 
(2) The term "net income" means the gross income of the corporation 
less the deductions set forth in 15-31-114. Notwithstanding the provi­
sions of any, other law, interest income from all obligations or secu­
rities issued by any state or political subdivisions thereof shall be 
included in the net income measure of the tax. 



beginning after Uecember 31, 1970, a net operating loss is sustained, 
such loss shall be a net operating loss carryback to each of the three 
taxable periods preceding the taxable period of such.loss and shall be 
a net 'operating loss carryover to each of the five taxable periods 
following the taxable period of such loss. A net operating loss for 

-any taxable period ending after December 31, 1975, in addition to being 
a net operating loss carryback to eaoh of the three preceding taxable 
periods, shall be a net operating loss carryover to each of the seven 
taxable periods following the taxable period of such loss. the portion 
of such loss which shall be carried to each of the other taxable years 
shall be the excess, if any,of the amount of such loss over the sum of 
the net income for each of the prior taxable periods to which such loss 
was carried. For purposes of the preceding sentence, the net income 
for such prior taxable period shall be computed with the modifications 
specified in (ii) (B) of this subsection and by determining the amount 
of the net operating loss deduction without regard to the net operating 
loss for the loss period or any taxable period thereafter, and the net 
income so computed shall not be considered to be less than zero. 

(ii) The modifications referred to in (i) of this subsection shall 
be as follows: 

(A) No net operating loss deduction shall be allowed. 
(B) The deduction for depletion shall not exceed the amount which 

would be allowable if computed under the cost method. 
(C) Any net operating loss carried over to any taxable years begin­

ning after December 31, 1978, must be calculated under the provisions 
of this section effective for the taxable year for which the return 
claiming the net operating loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed only with 
regard to losses attributable to the business carried on within the 
state of Montana. 

(iv) In the case of a merger of corporations, the surviving corpora­
tion shall not be allowed a net operating loss deduction for net oper­
ating losses sustained by the merged corporations prior to the date of 
merger. In the case of a consolidation of corporations, the new corpo­
rate entity shall not be allowed a deduction for net operating losses 
sustained by the consolidated corporations prior to the date of consol­
idation. 

(v) Notwithstanding the provisions of 15-31-531, interest shaJl not 
be paid with respect to a refund of tax resulting from a net operating 
loss carryback or carryover. 

(vi) The net operating loss deduction shall not be allowed with 
respect to taxable periods with ended on or before December 31, 1970, 
but shall be allowed only with respect to taxable periods b~ginning on 
or after January 1, 1971. 



(3) No corporation is exempt from the corporation license tax unless 
specifically provided for under 15-31~101(3) or 15-31-102. Any corpo­
ration not subject to or liable for federal income tax but not exempt 
from the corporation license tax under 15-31-101(3) or 15-31-102 shall 
compute gross income for corporation license tax purposes in the same 
~manner as a corporation that is subject to or liable for federal income 
tax according to the provisions for determining gross income in the 
federal Internal Revenue Code in effect for the taxable year. 

Section 17. Section 15-31-114 is amended to read: 
15-31-114. Deductions allowed in computing income. In computing the 
net income, the following deduction shall be allowed from the gross 
income received by such corporation within the year from all sources 
except that allowable deductions in arriving at net income shall be 
reduced by an amount equal to income not subject to tax: 

(1) All the ordinary and necessary expenses paid or incurred during 
the taxable year in the maintenance and operation of its business and 
properties, including reasonable allowance for salaries for personal 
services actually rendered, subject to the limitation hereinafter con­
tained, rentals or other payments required to be made as a condition to 
the continued use or possession of property to which the corporation 
has not taken or is not taking title or in which it has no equity. No 
deduction shall be allowed for salaries paid upon which the recipient 
thereof has not paid Montana state income tax; provided, however, that 
where domestic corporations are taxed on income derived from without 
the state, salaries of officers paid in connection with securing such 
income shall be deductible. 
(2) (a) All losses actually sustained and charged off within the year 
and not compensated by ins~rance or otherwise. including a reasonable 
allowance for the wear and tear and obsolescence of property used in 
the trade or business, such allowance to be determined according to the 
provisions of section 167 of the Internal Revenue Code in effect with 
respect to the taxable year. All elections for depreciation shall be 
the same as the elections made for federal income tax purposes. No 
deduction shall be allowed for any amount paid out for any buildings, 
permanent improvements, or betterments made to increase the value of 
any property or estate, and no deduction shall be made for any amount 
of expense of restoring property or making good the exhaustion thereof 
for which an allowance is or has been made. 
(b) (i) there shall be allowed as a deduction for the taxable period 
a net operating loss deduction determined according to the provisions 
of this subsection. The net operating loss deduction is the aggregate 
of net operating loss carryovers, to such taxable period plus the net 
operating loss carrybacks to such taxable period. The term"net operat­
ing loss" means the excess of the deductions allowed by this section, 
15-31-114, over the gross income, with the modifications specified in 
(ii) of this subsection. If for any taxable period 



(3) In the case of mines. other natural deposits. oil and gas "wells. 
and timber. a reasonable allowance for depletion and for depreciation 
of improvements; such reasonable allowance to be determined according 
to the provisions of the Internal Revenue Code in effect for the tax­
able year. All elections made under the Internal Revenue Code with 
respect" to capitalizing or expensing exploration and development costs 
and intangible drilling expenses for corporation license tax purposes 
shall be the same as the elections made for federal income tax purpos-
es. 

(4) The amount of interest paid within the year on its indebtedness 
incurred in the operation of the business from which its income is 
derived; but no interest shall be allowed as a deduction if paid on an 
indebtedness created for the purchase. maintenance. or improvement of 
property or for the conduct of business unless the income from such 
property or business would be taxable under this part. 
(5) (a) Taxes paid within the year except the following: 

(i) Taxes imposed by this part. 
(ii) Taxes assessed against local benefits of a kind tending to 

increase the value of the property assessed. 
(iii) Taxes on or according to or measured by net income or profits 

imposed by authority of the government of the United States. 
(iv) " Taxes imposed by any other state or county upon or measured by 

net income or profits. 
(b) Taxes deductible under this part shall be construed to include 

taxes imposed by any county. school district. or municipality of this 
state. 

(6) Light vehicle license fees. as provided by 61-3-532. paid within 
the year. 

(7) that portion of an energy-related investment allowed a a deduc­
tion under 15-32-103. 

(8) (a) Except as provided in subsection (b). charitable contribu­
tions and gifts that qualify for deduction under section 170 of the 
Internal Revenue Code. as amended. 

(b) The public service commission shall not allow in the rate base 
of a regulated corporation the inclusion of contributions made under 
this subsection. 

(9) Allowable deductions must be reduced with respect to all corpo­
rations that exclude interest income otherwise taxable upon returns 
filed for all taxable periods for which such exclusion is claimed and 
for all taxable periods for which a claim for refund is made. 



· . 

OPTION A 

NEW SECTION. Section 18. Retroactivity - - - Contingent effective date. 
Except for sections 16 and 17 of this act, which are effective on passage 
and approval and apply retroactively within the meaning of 1-2-102, to: 
taxable periodsb~ginning after December 31, 1978, this act is effective 
if and only if a final determination is r~ached in current pending litiga­
tion, and all potential appeals are exhausted or barred, that the interest 
income from certain federal obligations is not includable in the net income 
measurement base of the Montana Corporation license Tax, in which case and 
as of that time this act becomes effective. If this act becomes effective, 
it applies to taxable years beginning after December 31, 1982. 

OPTION B 

NEW SECTION Section 18. Retroactivity - - - Effective date. Except for 
sections 16 and 17 of this act, which are effective on passage and approval 
and apply retroactively within the meaning of 1-2-102, to taxable periods 
beginning after December 31, 1978, this act is effective on passage and 
approval and applies to taxable years beginning after December 31, 1982. 

- END -



AMENDMENT TO S.B. 335 
THIRD READING COpy 

EXHIBIT 5 
3-22-83 

On Page 3 Following Line 25, 

Insert: 

"Section 3. A majority of the corporation license tax collected 
from financial institutions is paid to local government 
areas in which each financial institution is located. 
However, consolidated returns for financial institutions 
do not reflect the true tax attributable to each local 
government. In addition, consolidated returns would 
permit financial institutions to offset income against 
losses of non-financial institutions, thereby distorting 
the true income of each financial organization. Accord­
ingly, financial institutions are prohibited from filing 

~ih~:;~~i;y';~:;~jJi).~~~k.~I;~~~;(\~y~t~:I,ii'~:!1:~f{~~,.;'i:~.?~s: 9,~~,~ ~ t,e~,~,e:, ~~;r,~~ und e,f ,.~ ~:: ~'~~;~;~'~I<:., , " 
On Page 4, Line 1 

Strike: "3" 
Insert: "4" 

• 

On Page 4, Line 1 

Strike: "date" 
Insert: "dates" 

On Page 4, Line 2 

Strike: "applies" 
Insert: "sections 1 and 2 of this act apply" 

Following: "law. 
Insert: "Section 3 of this act applies to taxable periods beginning 

after December 31, 1982." 



DEPARTMENT OF REVENUE 

TED SCHWINDEN. GOVERNOR 

EXHIBIT 6 
3-22-83 

MITCHELL BUILDING 

~NEOFMON~NA---------

March 22, 1983 

Rep. Dan Yardley, Chairman 
House Tax Committee 

Dear Rep. Yardley 

HELENA. MONTANA 59620 

Attached is a revised version of the amendment that the Department of 
Revenue proposed to SB 335 during the hearings on the bill. 

This amendment prohibits consolidated returns for financial institu­
tions under the corporation license tax. 

The revised version provides a statement of reasons for prohibiting 
consolidated returns in these cases. It also makes necessary adjust­
ments in the effective date section so that the action on consolidated 
returns is prospective only. 

Dan Bucks 
Deputy Director for Operations 

"AN EQUAL OPPORTUNITY EMPLOYER" 



" 

(. 

Amendments to House Bill 841 

1. Title, line 6 
Following: "LIABILITY" 
Insert: "ANO WITHHOIDING TAX" 
Following: "SECrION" 
Insert: ,~" 
Following: "15-30-111" 
Insert: "ill\[) 15-30-201" 

2. New Section 

Section 2. Section 15-30-201, MCA, is amended to read: 

EXHIBIT 7 
3-22-83 

3/4/83 

15-30-201. Definitions. When usedin- 15·30·201 through 15<10·209, 
the following definitions apply: _ 

(1) "Agricultural labor" includes all services performed on a farm or 
ranch in connection with cultivating the soil or in connection with raising or 
harvesting any agricultural or horticultural commodity, including the raising, 
shearing, feeding, caring for, training, and management of livestock, bees, 
poultry, and fllr-bearing animals and wildlife. 

(2) "Employee" includes an officer, employee, or elected public official of 
the United States, the state of Montana, or any political subdivision thereof 
or any agency or instrumentality of anyone or more of the foregoing. The 
term "employee" also includes an officer of a corporation. 

(3) "Employer" means the person for whom an individual performs or 
performed any service, of whatever nature, as the employee of such person; 
except that if the person for whom the individual performs or performed the 
service does not have control of the payment of the wages for such service, 
the term "employer" means the person having control of the payment of such 
wages. 

(4) "Wages" means all remuneration (other than fees paid to a public 
official) for services performed by an employee for his employer, including 
the cash value of ~all remuneration paid in any medium other than cash, 
except that such term shall not include remuneration paid: 

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

(b) for agricultural labor as defined in subsection (1); 
(c) for domestic service in a private home, a local college club, or local 

chapter of a college 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 remunera· 
tion pai.d for such service is S50 or more and such service is performed by 
an individual who is regularly employed by such employer to perform such 
service. For purposes of this subsection (4)(d), an individual is considered to 
be regularly employed by an ('mploYE'r during a calendar quarter only if: 

(i) on each of some :24 days durin~ such quarter such individual performs 
for such employer for some portion of the day service not in the course of 
the employer's trade or business; 

(ii) sllch individual was regularly employed (as determined under suhscc· 
I ion (,1)( d)( i)) by such I'mplo~'l'r in t.hl' IlI'rformanl'(' of sllI'h Sl'rVicl' II uri ng 
IIII' "n·n·dilll· ,':lI"llIlal' IIlIarll'r; 
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(e) for ~(:~vices. hy a ·ci~izel1 or resident of thc United States for a' furei"n I 
govcrnment or an II1tcrnatlOnal organization; M 

.(f~ for services pe.rformed by, n duly ordained, commissioncd, or licenl'ed I 
~lIll~t.er of ~ church 111 .Ihe <: x ('fC.1 1'(' of his ministry or by a memuN ,)f a reli-! 
glOUS or~ler III t.hc .excrclsc 01 duties required by such order; , 

(?') (I) fo~ se~vlc~s performed by an individual under the age of 18 in the 
deltvery. or .dlst~lbutlOn of newspaperF. or shopping news, not including deliv- I 
ery or distributIOn to any point for sUbscquent deli~~~istribution; or I 

(ii) for sr-rviccs performed by an inaividual in and at the timc (,I' the sale 
of newspapers or ma~azines to ullimate consumers undcr an arrall~cmcllt 
tinder whidl till' newspapers or magazines art! 10 hc sold hy him al a fixed 
prke, his compensation bein~ based on the rcLention or t.he excess "I' such 
price over the amount at which the newspapers or ma~azines are charged 10 
him, whether or not. he is guaranteed a minimum amount of compcnsation 
for such service or is entitled 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 employel; 

(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 employee, including 
but not limited to life insurance, hospitalization insurance for the employee 
.Q! dependents, and employees' club activities- .l. 

(j) as tips, per section 3402 (k) of the Internal Revenue code of 1954, as 
amended and applicable on January 1, 1983. 
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STATE OF MONTANA 
REQUEST NO. _3_4_2_-8_3_ 

F I seA LN 0 T E 

Form BD-15 ~ 

February 7, 83 F N II In compliance with a written request received ____ --.-.,;~--'-__ , 19 _ , there is hereby submitted a iscal ote 

for __ S_e_n_a_t_e-B_il_l_3_6~1 ____ 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 361 revises the criteria under which land is classified as agricultural 
If for tax purposes; and establishes anew class of property 'for certain land. 

FISCAL IMPACT: 

Data is not readily available to determine the net impact of the proposal. 

COMMENT: 

t, The bill will have some affect on the taxable values of the counties and therefore 
property tax collections. Generally, tract langs are ~ppraised as nonagricultural. 
The reduced tax rate will decrease the taxable value of this land. However, some 

,- Cou~ty Tax Appeal Boards have. d'eveloped liberal crit:'e"r'ia !or what c~n~titute's' a~ .....J 

If 

• 

• 

III 

III 

.. 

• 

agr1cultural use. The taxable value of tract lands currently class1f1ed as agr1cultural 
will increase as ~ result of the proposal. 

FISCAL NOTE 12:0/1 

BUDGET DIRECTOR 

Office of Budget and Program Planning { 
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