MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

February 22, 1983

The thirty-third meeting of the Taxation Committee was called to
order at 8:05 a.m. by Chairman Pat M. Goodover in Room 415 of
the Capitol Building.

- ROLL CALL: All members were present.

DISPOSITION OF SENATE BILL 264: Senator Elliott moved that the
statement of intent attached to the February. 10, 1983 (a.m.)
minutes as Exhibit D be adopted. The motion was seconded and
carried unanimously. d

]

Jim Mockler, from the Montana Coal Council, explained the amend-
ments attached as Exhibit A to these minutes. Dan Bucks, repre-
senting the Department of Revenue, agreed with the amendments.
Cort Harrington, the committee's staff attorney,. said the amend-
ments met with his approval also.

Senator Crippen moved that the amendments be adopted. The
motion was seconded.

Senator Norman asked what the imputed value of a $5 ton of coal
would be. Mr. Mockler said he didn't know off hand.

Senator Towe noted that the value is being set up f.o.b. mine.
Mr. Mockler stated that the Department of Revenue asked that that
be in there. Mr. Bucks said that when they worked on these
amendments, they appended. language directly to (1) (b) (see
amendment #2 on Exhibit A). 2An alternative would be to add

", provided that in this case, market value f.o.b. mine means

A vote was taken on Senator Crippen's motion, and it passed
unanimously. '

Senator Halligan moved that SB 264 DO PASS AS AMENDED. The
motion was seconded and passed, with Senator Towe voting no.

JOINT CONSIDERATION OF SENATE BILLS 263 and 335: Senator Towe
said SB 335 is unconstitutional because of the retroactive
application to refunds. Senator Goodover asked what changes the
figures from county to county. Senator Towe said his bill taxes
income; Senator Turnage's bill taxes deposits. Senator Towe
went through the materials marked Exhibit B concerning banks'
deposits and taxes and the differences between SB 335, SB 263,
and HB 536. Do you want to tax based on income even though
we're talking about property tax, or do you want to tax on the
size of the institution, he asked. It would be a mistake to go
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back to a tax measure based on the size of property as banks
used to be taxed. They should be taxed on income. See also
Exhibits C (Bank Taxation) and D (Retrospective Nature of

SB 335) submitted by Senator Towe.

Senator Eck, addressing Senator Turnage, said he had indicated
that some of the income figures might reflect how a bank treats
its income. We have a number of bills which try to capture
income which might otherwise be diverted to other states or
countries. Senator Turnage mentioned a few banks--First Inter-
state Banks, First Bank System, Northwestern Banks.

Senator Norman asked if the committee was supposed to conclude
from the MBA poll that bankers prefer one way or the other.
Senator Towe commented that a few would prefer Senator Turnage's
bill; others would prefer his bill. We do have to make a decision
though, he said. He suggested taxing income is the better way.

Senator Towe continued that if the court case is won, nothing
happens. If the court case is lost, then SB 335 comes in and
says if anybody seeks to exclude federal obligation interest,
you have to exclude deductions.

Senator McCallum asked if the U.S. Supreme Court case fails, could the
banks go back to the counties and collect. Senator Towe replied
that this is a tax collected at the state level for the state.

If the banks want refunds, they have to go back to the state.

They could go back to 1979 for claims. SB 335 blocks that.

Senator Towe said we would know in June if the U.S. Supreme Court
will take the case. They probably will decide the case around

this time next year.

Senator Turnage requested that SB 335 and SB 263 not be acted on
until Monday. :

Senator Towe continued, saying that if we look back to the unfair
bank share tax, that is where the trouble started. We have to

be concerned about local governments. He said SB 335 is the
banks' bill, not his bill. 8B 263 would treate everybody alike.
There are 122 banks who like SB 335. He said he has asked the
Department of Revenue to get a historical picture of the loss

to local government.

Senator Turnage submitted amendments to 8B 263 (attached as
Exhibit E) which were incorporated into a grey bill (attached
as Exhibit F). He explained that SB 263 with these amendments
will include all other institutions which are not banks but
which operate as banks. The rate of tax would be nine-tenths
of one mill. Banks and savings and loans would be excluded from
the corporation license tax, but the other institutions would
still have to pay it. 1If a corporation paying the corporation
license tax wanted to start-a mutual fund and exclude itself
from the corporation license tax, it could. The tax would be
distributed like the existing tax is--80% to the counties and
20% to the state. This would be applicable in 1984. This
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treats all people equally who are playing the money game.

He was not impressed with the claims of no ability to pay. It
is easy to push doubtful loans into the charge-off column

and affect your tax structure. It is easy to shift profits
among sister banks, etc. When we get the figures from the
Department of Revenue on Monday, we will have a better picture.

Senator Norman said that one of the disadvantages of SB 263 is
that it is not retroactive. If this were the only bill the
legislature were going to consider, and say, in the instance

of a franchise tax, is there some way to recapture the millions
of dollars lost in the past. Could you make the franchise tax
higher the first year, then not as high the second year, etc?
Mr. Bucks said he would provide that information for the commit-
tee on Monday, February 28.

:
Senator Towe said Senator Turnage's proposal is that everyone
will file a claim for refund. You would then be double taxing
those who do not file. :

Senator Eck asked if John Cadby (MBA) or someone could speak

on profitability of banks. George Anderson, Anderson ZurMuehlen
& Co., said Senator Turnage is right. Profitability of banks in
the future is not going to be influenced as much by deposits as
by services those banks might render. If you deposit in a bank
any more, you get a money market rate. The question is: What
else can they do?--data processing, tax preparation, and so on.

Senator Gage asked if, with the realization that some banks will
be severely punished by this bill, the credit would be limited
to everybody but the banks and savings and loans. Senator Towe
said he believed the measure of deposits on Senator Turnage's
bill was on a quarterly reporting basis. A unified corporation
could put money in an out-of-state branch to avoid taxation.

Senator Eck asked Mr. Bucks if they didn't deal with whether

or not banks could shift profits to sister banks. Mr. Bucks said
it is dealt with under other corporations under combination.

The extent to which this shifting occurs to the disadvantage of
the state is something I can't answer at this time.

Senator Turnage asked Mr. Bucks to include that in the informa-
tion to be provided by the Department of Revenue on Monday.

The discussion on SB 263 and SB 335 was closed.

CONSIDERATION OF SENATE BILL 172: Senator Lynch moved that
SB 172 be tabled. The motion was seconded and passed unanimously.

DISPOSITION OF SENATE BILL 307: Senator Eck moved that the-
amendments to SB 307 suggested yesterday be adopted (see
February 21, 1983 minutes, page 4). The motion was seconded
and passed unanimously.
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Senator Elliott asked what the budget was for the University
Foundation. Senator Crippen said it was $150,000 to $200,000.
They have operating expenses and then someone oversees it to
make sure the money is being used as the various donors requested.
The other aspect 1is fund raising. We actively solicit funds.

Senator Elliott stated that the fiscal note expects a reduction
of §73,500 annually. This is a much more expensive bill than
is suggested by the fiscal note. We have six universities.
This is appropriated to the University System through the back
door. He supported contributions and the University's efforts,
but he didn't think the income tax system should be weakened

at the expense of the taxpayers.

Dan Bucks from the Department of Revenue said that, following
discussion on the fiscal note, he went backfio the Department's
research staff and asked if that was what they did. They said
no. They scaled it down in two respects--(1) deduction instead
of credit and (2) providing for a significant portion of the
contributions coming in from out of state for those who do not
have Montana tax liability.

Senator Elliott moved that SB 307 DO NOT PASS AS AMENDED. The
motion was seconded.

A roll call vote was taken, and the motion passed 8-7. The
roll call vote sheet is attached to the standing committee
report attached to these minutes. Senator Elliott will carry
the adverse committee report on SB 307.

RESOLUTION FOR A TAX CREDIT STUDY: Senator Turnage moved that
the committee request from Senator Stephens a resolution for a
tax credit study. The motion was seconded and passed unanimously.

DISPOSITION OF SENATE BILL 337: Senator Towe moved that the
amendments attached to the February 17, 1983 minutes as Exhibit
I be adopted. No second to the motion was made.

Dan Bucks from the Department of Revenue said the question is:
What activities can they engage in to get exempt income?

Those also included federal securities. It may not be the

intent to exempt federal exempt obligations. He said he was

not sure if that was the intent, and he wasn't sure if there

was a way around it. SB 337 could create major problems if
passed in its current form. If we exempt interest from municipal
obligations, we may have to exempt federal obligations. There
could be constitutional problems now.

Senator Norman moved that SB 337 DO NOT PASS. The motion was
seconded.

Senator Towe said the idea is if the state imposes a tax on

these funds, you are not likely to get operations to come into
the state to do it. SB 337 would encourage organizations to form
in this state. What is the problem with letting them set up?

If we don't let them set up, there won't be any revenue; if

they do set up, the possibility exists that there will be revenue.
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Senator Elliott said that the small investor is already getting
bonds in his portfolio. They are already in the tax exempt
structure. You are helping out D.A. Davidson because they
always have bonds available for sale. They can transfer taxable
income into a nontaxable situation.

Senator Turnage commented that the mischief was in the 80/20
mix. Senator Elliott thought it should be 90/10 at least.
Senator Towe said they could make it 100% if they wanted to.
People want a place to put their money for 30 days. This allows
them to do it on a municipal basis. .

Senator Gage said we are continually giving the W=2 guy a shot
in the rear end. We will soon be looking for more taxes, so

we will raise the taxes again, and the W-2'er will get it again.

A roll call vote was taken on Senator Normaﬁ's motion, and it
passed 11-4. The roll call vote sheet is attached to the standing
committee report attached to these minutes. Senator Elliott

will carry the adverse committee report on SB 337.

DISPOSITION OF SENATE BILL 244: Senator Elliott. suggested
using IRS Form 4972 and taking a percentage of the tax on that
form. Dan Bucks, representing the Department of Revenue,
submitted the amendments attached as Exhibit G.

Senator Towe moved that the amendments to SB 244 attached as
Exhibit G be adopted. The motion was seconded.

Mr. Bucks noted that the original fiscal note indicated an
additional tax of $218,000 annually, which was probably figured
low. Because there is no filing right now in Montana for this,
he said they had to rely on IRS data for small states.

Senator Elliott (Columbia‘Falls) said only two or three taxpayers
in his area are affected by Form 4972. Not too many taxpayers
file that form.

Senator Turnage thought SB 244 was an anti-Montana bill. No
retirees will come here. We are tearing down the image to be
here.

A vote was taken on Senator Towe's motion, and it passed
unanimously.

Senator Towe then moved that SB 244 be further amended by
adding a codification instruction at the end of the bill to the
effect that SB 244 will be codified in Title 15, chapter 30 of
the Montana Code Annotated. The motion was seconded and passed
unanimously.
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Senator Towe then moved that SB 244 DO PASS AS AMENDED. The
motion was seconded and passed, with Senators McCallum, Lynch
and Severson voting no. '

The meeting was adjourned at 9:50 a.m.

Chairman



ROLL CALL

SENATE TAXATION COMMITTEE
48th LEGISLATIVE SESSION -- j9g3 Date_2/22/8:

NAME PRESENT ABSENT EXCUSED

SENATOR GOODOVER, CHAIRMAN -

.

SENATOR McCALLUM, VICE CHAIRMAN

iy,

SENATOR BROWN

SENATOR CRIPPEN

SENATOR ELLIOTT

SENATOR GAGE

SENATOR TURNAGE

SENATOR SEVERSON

SENATOR HAGER _

NAY UASANANANATAYA

SENATOR ECK

SENATOR HALLIGAN

SENATOR LYNCH

?\&

SENATOR NORMAN

SENATOR TOWE

\\\\\

SENATOR MAZUREK




SENATE TAXATION COMMITTEE
EXHIBIT__A.
IENTER

PROPOSED AMENDMENT TO SB 264 ' < BILLRES Y

1. Page 1, line 12.
Following: "The department may"
Insert: "or shall at the request of the taxpayer"

2. Page 1, line 23.

Following: line 22

Insert: " (2) For purposes of subsection (1) (b), market value
f.o.b. mine means the value of the coal subsequent to primary and
secondary crushing but prior to drying, cleaning or other
processing."

Renumber subsequent subsections

3. Page 2.

Following line 10

Insert: "NEW SECTION Section 2. Use of imputed value for coal
gross proceeds. Whenever value is imputed under 15-35-107(1) (b)
that value shall be used for purposes of reporting the value of
the gross yield of coal under 15-23-701.

NEW SECTION Section 3. Codification instruction. Section 2 is
intended to be codified as an intergral part of Title 15, CZhapter
23, Part 7 and the provisions of Title 15, gZhapter 23, Part 7
apply to section 2."




SENATE TAXAT
EXMIBIT

DEPARTMENT OF REVENYE

HELENA. MONTANA 59620

February 16, 1983

MEMORANDUM
TO: Ellen Feaver
Director

\ C .
FROM: * J\ Jerry Foster, Administrator
' Natural Resource & Corporation Tax

SUBJECT: Fiscal impact of the alternative bank bills: S. B. 335,
S. B. 263 (.9 mill rate), H. B. 536 (.65%)

Current * 5. B. * H. B.
Current Law/s&l. -~ S. B. 268 536
Law Decision 335 (.9 mill rate) Amend to .65%
Banks 4,768,069 1,112,538 4,348,927 4,102,381 4,119,408
Savings
& Loans 21,500 2,830 21,447 830,039 775,582
Totals 4,789,569 1,115,368 4,370,374 4;932,420 4,894,990

If you should need any further information, please let me know.

* Note
S. B. 263 H. B. 536
(L mill rate) Amended to .72%
Banks 4,558,197 4,563,039
Savings &
Loans 922, 266 859,107
Totals 5,480,463 5,422,146

AN EQUAL OPPORTUNITY EMPLOYER
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SENATE YAXATION COMMITYEE “-'
C
BANK TAXATION EXHIBIT
770'-7 >
SB 335, SB 263, HB 536 .o
mu/m 335/%.3
SB 335 - NET INCOME TAX
Advantages:
1. Fairest Tax
a. Based on ability to pay
b. Paid in addition to real and personal property taxes
2. Most Equitable
a. Treats banks, savings and loans, Sears, American Express,
D. A. Davidson, and all other corporations alike.
b. Hardest to manipulate
3. Preserves Revenue
a. Retroactive to 1979
(1) Prohibits $10 milljion tax refunds
b. Preserves revenue for 1982
(1) $4.5 million
c. Preserves revenue for future
(1) Tax paid regardless of appeal outcome
4. Most Legally Sound
a. Less susceptible to adverse court ruling
(1) Based on non-discriminatory franchise tax
SB 263 - DEPOSIT TAX & HB 536 - GROSS INCOME TAX
Disadvantages:
l. Least Fair
a. Not based on ability to pay
2. Least Equitable
a. Some banks pay more - some less
b. Discriminates against banks and savings and loans
c. Can be manipulated
3. Does Not Protect Revenue
a. Not retroactive to 1979
b. Does not address court ruling
o Disrupts flow of revenue -~ some counties gain - some lose
4. Legally Questionable
a. Not a non~discriminatory tax
5. Deterent to Economic Growth
a. Tends to push large deposits out of state
b. Makes Montana banks less competitive with out-of-state banks
c. Disincentive to making loans

RESULTS MBA POLL

122 - For SB 335

4 - For SB 263

38 - Didn't Respond

164 - Banks
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RETROSPECTIVE NATURE OF SENATE BILL 335

Article XiII, Section (3) of the Montana Constitution only
prohibits retrospective laws if they impose a "new liability in
respect to transactions or considerations already passed."”

Section 1-2-109 MCA recognizes that retrospective laws are
permissible and requires that there be an express statement
(declaration) that the law is intended to be retroactive.

The Constitution of the United States does not prohibit retro-
spective legislation, but only those state enactments which con~
stitute ex post facto laws or which impair the obligation of contract
or violate the guaranties of the Fourteenth Amendment.

Under SB 335, the method of determining allowable deductions for
Corporation License Tax purposes would be given retroactive application
to taxable years passed but still open for redetermination of
liability by the Department of Revenue or for claims for refund
by the corporate taxpayer, only where the taxpayer either makes
claim for refund or for audit adjustment to exclude income from
federal obligations. Thus, the statute would be applicable only
if the taxpayer sgseeks to reduce its tax liability and makes an
adjustment only to recognize the exclusion of income from the
computation of that tax liability. 1In short, the "liability" has
not been fixed and is still open to adjﬁstment until the statute
of limitations has run. The years 1979-1982 are still open years

under the Corporation License Tax Act.



SENATE TAXATION COMMITYEE
EXHIBIT i
Q(/g'“’gaz 198 3
PROPOSED AMENDMENTS TO S.B. 263 A BILURES- R 3

1. Title, line 3.

Following: 1line 2

Strike: 1line 3 in its entirety

2. Page 1, line 6.

Following: "ASSOCIATIONS"

Insert: "AND CERTAIN CORPORATIONS"

3. Page 1, line 9.

Following: "ASSOCIATION"

Insert: "OR CORPORATION"

4, Page 1, line 10.

Following: "DEPOSITS;"

Insert: "TO PROVIDE CREDITS FOR TAXES PAID AGAINST CERTAIN

CORPORATION TAXES;"

5. Page 1, line 19.

Following: "Purpose."

Insert: " (1)"

6. Page 1, line 25.

Following: "deposits."

Insert: "It is also the intent of the legislature that in

addition to banks and savings and loan associations, every
other corporation doing business in the state as a
corporation under the provisions of 15-31-101 shall pay to
the state treasurer a financial institutions franchise tax,
unless such tax is prohibited by federal law, for the
privilege of receiving and processing deposits."

7. Page 2, line 4.
Following: "means"
Insert: ": (i)"

8. Page 2, line 13.

Following: "32-1-231"

Insert: "; and (ii) the average total deposits for a
taxable year of all other corporations as reported under
[section 8] upon which there is paid interest if the
deposit is received with the payment of interest as a
consideration in whole or in part for the making of the
deposit"
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Insert: "or other corporation"

10. Page 3, line 2.

Following: "rate of"
Strike: "0.25%"
Insert: "0.09%"

11. Page 3, line 4.

Following: 1line 3

Insert: "(2) There is imposed upon every other
corporation for each taxable period a financial
institutions franchise tax at the rate of 0.09% of total
deposits."

Renumber: . subsequent subsections

12. Page 3, line 8.
Following: "association"
Insert: "or other corporation"

13. Page 3, line 9.
Following: "association"
Insert: "or other corporation"

14. Page 3, line 11.

Following: 1line 10 y
Insert: " (5) The rate of tax imposed under this section ha
may not be less than 0.075% nor more than 0.125% of total
deposits without approval of 2/3 of each house of the
legislature."

15. Page 4, line 5.

Following: 1line 4

Insert: "NEW SECTION Section 7. Credit allowed against
corporation license taxes - when. (1) The amount of the
financial institutions franchise tax imposed in [section 4
(2) is allowed as a credit against any other corporation
tax liability for the taxable year under Title 15, chapter
31.

(2) The credit may not exceed the corporation tax
liability for the taxable year in which the credit is
claimed.

(3) The credit may not be carried back to prior years
nor may it be carried forward to future years.

NEW SECTION Section 8. Reports to the department of
commerce. Every corporation subject to the financial
institutions franchise tax imposed in [section 4 (2)] must
file a report each year on or before January 1 with the
department of commerce, commissioner of financial
institutions, in which is exhibited in detail and under
appropriate schedules the total deposits of the
corporation." "a
Renumber: subsequent sections




16. Page 5, line 11.

Following: "States"

Insert: "and every corporation organized under the laws of
this state, or any other state, or of the United States"

17. Page 5, line 21.
Following: "associations"
Insert: "and other corporations”

18, Page 5, line 24.
Following: "associations"
Insert: "and other corporations"

19, Page 6, line 4.
Following: "association"
Insert: "or other corporation"

20, Page 6, line 7.
Following: "association"
Insert: "or other corporation"

21, Page 6, line 16,
Following: "associations"
Insert: "and other corporations”

22. Page 6, line 18.
Following: "association"
Insert: "or other corporation"

23, Page 7, line 1.
Following: "associations"
Insert: "and other corporations"”

24, Page 7, line 3.
Following: "associations"
Insert: "and other corporations"

25, Page 7, line 9.

Following: "association"
Insert: "or other corporation"
26. Page 7, line 15.
Following: "association"
Insert: "or other corporation"

27. Page 7, line 20.
Following: "association"
Insert: "or other corporation"

28. Page 7, line 22.
Following: "association"
Insert: "or other corporation"



29, Page 8, line 6.

Following: 1line 5

Insert: "NEW SECTION Section 13. Severability. If a
part of this act is invalid, all valid parts that are
severable from the invalid part remain in effect. 1If a
part of this act is invalid in one or more of its
applications, the part remains in effect in all valid
applications that are severable from the invalid
applications.”

Renumber: subsequent sections

30. Page 8, line 6.
Following: "effective"
Strike: "date"

Insert: "dates"

31. Page 8, line 7.

Following: "applicability."

Strike: "This"

Insert: " (1) Except as provided in subsection (2), this"

32. Page 8, line 9.

Following: "1982."

Insert: "(2) Subsection (2) or section 4 applies to
taxable years beginning after December 31, 1984."

g
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i SENATE BILL NOe 263
2 INTRODUCED BY TURNAGE
3 BY-REQHESTF~OF ~FHE~REVENUE-OGVERETIGHT-COMMEIFFEE
4
5 A BILL FOR AN ACT ENTITLED: ®™AN ACT TO IMPOSE URON BANKS

AND SAVINGS AND LOAN ASSOCIATIONS AND _CERTAIN CORPURATIQONS A
FIMAHCIAL INSTITUTIONS FRANCHISE TAX IN LIEU OF THE MONTANA

-~ O

[6.4)

CORZPARATION LICENSE TAX; TD PROVIDE THAY THE TAX IS MEASURED
9 UFON THE TOTAL DEPOSITS OF THE BANK OR SAVINGS AND 1DAN
af ASSOCTIATION QR__CORPORATION; TO PROVIDE EXCLUSIONS FOR
CERTAIN GOYERNMENT CEPOSITS; IO _PROVIDE _CREDIXS  FiM._TAXES
cEr G, AGANAESY. _CERTAIN CORPORATION TAXEL: ASENDING Sut?IONS
13 15-33-101y 15-37-701s AND 15-31-702¢ MCA; AND PROVIDING &M

% I¥MEULIATE EFFECTIVE DATE AND AN APPLICABILITV DATE.™

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

17 MEH _SECTIONe Section le Short titlee This purt may be
i8 cited as the "Financiay Institutions Franchise Tax Act of
192 1983%,

20 NEH_SECTIONe Section 2e Purposee (1) It is the intent
21 of the legislature that every bank and savings and loan
22 association doing business in the state as a corporation

22 within the provisions of 15-31-101 shall annually pay to the
24 state treasurer a financial institutions franchise tax for

2% such onrivilege and for the privilege of receiving anu



SB 0263/gray

LR el L

1G
11
iz
13

14

| -

15

17
18
19
20
21
22
23
24
25

proéﬁngﬁﬁldeposits.

{23 _IT XI5 ALSQ THE INTENY OF THE LEGISLATURE THAT_ _IN
ADDITION_ _TO_  BANKS AND SAVINGS AND LOAN ASSUCIATIONSe EVERY
OTHER__CORPORATION. DOING BUSINESS IN THE _SIATE _ A5 ___A
CORPORAYION  UNDER__THE PROVISIONS OF 15-31-101 SHALL_PAY 10
IHE STYATE _TREASURER.A_FINANCIAL_INSTITUTIONS ERANCHISE _TAXe
UNLESS _SUCH TAX IS _PROHIBITED _BY _FEDERAL _LAWe FOR THE
PRIVILEGE OF RECEIVING AND PROCESSING DEPOSITSe

> NEH_SECTIONe Section 3. Definitionse As used in this

party the following definitions apply:

(1) (a) Except as provided in subsection (b)s "total
deposits® means:

'£1} 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
condition in which are exhibited in detail and under
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 32-1-2313_AND

L1X) _THE AVERAGE TOTAL DEPQSIYS EQR A TAXABLE _YEAR_ _QOF

- ALL__OTHER__CORPORATIONS. A3 _REPORIED UNDER _L(SECTION 8] UPON

WHICH THERE IS PAID_INTEREST IF THE DEPOSIT I3 RECEIVED HITH

-2- SB 263
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IHE_PAYMENT_OF INIEREST AS A CONSIDERATION IN _WHOLE OR__IN
PARI_EQOR_THE MAKING OF THE REPQSITe.

‘ {b) Total deposits include all demand deposits and
time depositsy including but not limited to those deposits
that are insured by the federal savings and loan insurance

corporation and federal deposit insurance corporationy

"except deposits of the United States government or its

agencies or of the state of Montana or its agencies or
political subdivisionse.

(2) *"Taxable period” means the taxable year for
federal income tax purposes of the bank or savings and loan
association DR_OQITHER _CORPORAIION.

NEW_SECTIONe Section 4 Tax imposed - rate --
exceptionse (1) 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«25% (409% of
total depositse

£2) _THERE IS _IMPOSED UPON _EVERY QTHER _CORPORATION _FOR
EACH _TAXABLE PERIOD A FINANCIAL INSTITUTIONS FRANCHISE TAX
AI_THE RATE QOF 0209% QF JOTAL DEPQSITS.

+2343) When a bank or savings and 1loan association
changes its taxable periods it must promptly notify the
department of revenuees

t3¥(4) To the extent that a bank or savings and loan

association QR__QIHER. _CORPORAYIQON is a bfanch of a foreign

-3- : SB 263
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bank or savings and loan association UR__QIHER__CORPORATIICNe
this section applies only to the total deposits received by
the Montana branch or cparatione

£2)._THE RATE QF TAX _IMPOSED UNDER _THIS SECTION MAY oOT
BE_LESS_THAN 040215% NOR _MORE_THAN 00125% OF  TOTAL __DCPOSIIS
HIIHQMI-;;AEEBQMAL.;QE..IEQ:IBLBQS.-QE._EAﬁﬂc_Hﬂuiﬁ..ﬂf..lﬂﬁ
LEGISLATURE.

NEY_SECTIONs Section 5« Incorporation by referencee
The provisions of the followine sections of this chapter are
incorporated intc this part by reference and apply to this
prarts 15-31=i0le 15-21-132y 15-31-~1311ly 15-31-123s 15-31-142y
15-21-Y4%¢ 15-31-501 throagh 15=-32-5093 15-33-521 through
19<31-%264 15-31-531y 1231552y 15-31~541 through
15-41~544¢ and 15-31-551 +through 15~321-%54y except that
vherever the words %tax®s ®license taxM™y "license fea¥,
Scorperatiop excise tax*, of-like words appear referring to
the +tax imposed under part 1 of this chapters they means tor
purposas of this parts ®"fipancial institutions franchise
rax® and except that wherever the words "net income%y
"taxable income®y "taxable net income®y or like words appear

referring to the basis against which the measure of the

" license tax computation is madey they meany for purposes of

this parts "total deposits®
MEW_SECTI{Me Section 6. Dizposition of revenuees The

revenue collected from the tax imposed by this part must be

-y SB 263
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disbursed in accordance with 15-31-701 and 15-31-702e

JUERE IS _A_NEW_MCA SECTION THAT READS:

Section Te Credit allowed against corporation license
taxes -== whene (1) The amount of the financial institutions
franchise tax imposed in [section 4(2)] is allowed as a
credit against any other ﬁorporation tax liability for the
taxable year under Title 15y chapter 3le.

{(2) The <credit may not exceed the corporation tax

"liability for the taxable year in which the credit is

claimede

(3) The credit may not be carried back to prior years
nor may it be carried forward to future yeafs@

THERE IS A NEW MCA SECTION THAT READS:

Section 8. Reports to the department of commercee

Every corporation subject to the financial institutions

‘franchise tax imposed in [section %(2)] must file a report

each vyear on or before January 1 with the department of
commercey commissioner of financial institutionsey in which
is exhibited in detail and under appropriate schedules the
total deposits of the corporatione

Saction 9. Section 15-31-101sy MCA,y is amended to read:

m]15-31-101. Organizations subject to taxe (1) The term
Bcorporation® includes associationsy joint~stdck companiesy
common-law trusts and business trusts which do business in

an organized capacitys and all other corporations whether

-5= SB 263
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createdy organizedy or existing under and pursuant to the
lawse aqreeméntso or declarations of trust of any states
countrysy or the United Statese

{2) The terms "ongaged in business®™ and "doing
business™ both mean actively engaging in any transaction for
the purpose of financial or.pecuniary gain or profite

(3) Every corporations except as hereinafter provided
and except as provided in 33-2-7T95(6)y engaged in business

in the state of Hontana shall éennually 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 tne praceding taxable vear at the vatao
hiereinaftter set forthe 'Iﬁ the case of corporations having
income from business activity which is taxable both within
and without this statey the license fee shall be measured by
the net income derived from or attributable to Montana
saurcas as determined undervpart 3« This tax is due and
payable on the 15th day of the 5th month following the close
of the taxable vyear of the corporation: howeveres the tax
becomes @ lien as provided in this chapter on the last day
of the taxable 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 earnede

(4) Every bank orqganized under the luaws of the state

of Montanas of any other states or of the United States and

- S8 263
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every savings and loan association organized under the laws
of this state or of the United States AND_EVERY _CORPORATION
ORGANIZED _UNDER THE LAWS OF THIS STATEs. OR ANY OTHER STATE.
OR__OF _THE__UNIIED__STIAIES is subject to the  #ontana
eorporation——ticense fipnancial _institutions _franchise tax
provided for under this chapter. For taxable years beginning
on and after January ly 1972¢ this subsection is effective
in accordance with Public Law 91-1569 section 2 (12 UeSeCe
548) "

Section 10« Section 15-31-701¢ MCAy is amended to

‘read:

"15-31-701. Department of revenue =~ special duties
for transmitting corpeoration-it+eense fipancial _ipnstitutions
franchise tax revenues collected from banks or savings and
1oan associations AND.QIHEB.LQBE&BAIID&S to countiese (1)
Within 30 days after receiving eeréoratien-%ieense financial
institutions__franchise tax returns and payments from banks
or savings and Tcan associations AND_OTHER _CORPORATIONSy the
department of revenue shall transmit to the county treasurer
of the county in which the business is located the revenues
calculsted under 15-31-T02({1}(b)e

{2y 1If the department of revenue determiness under the
provisions of 15-31-503 and 15-31-531y that a bank or

savings and loan association QR_OIHER_CORPORAIION owes more

taxes than shown on the original return or has paid more

-7~ SB 263
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than the taxy penaltysy or interest due in 2ny yeary it shall
notify tha bank or savings and lcan association QPR__QTHER
LOBPORATIONS Additional peyment is due within 10 days after
receint of the final determination of +taxes duee County
treasurers shall issue warrants for their portion of the
overpayment received and interesty as provided in 15-31-531.

(3} The department shall continue to exercise ail its
duties and powers outlingd in this title with respect to
ayditing returns and ewforcing payment of the eocporatton
Iremnye finangial;in;ﬁixuiigngmfzangniﬁg taxes owed by banks
and savings and loan asséciat%ons AND _QIHER CORPIRAIIONS e
Any del ingusnt taxes c&%?ecﬁed frem the sale of propeyty of
a bank or savings and loan association JYR_QOTHER_CORPURATILON
under the provisions of‘15~31w§25 shall be transmitted <to
the county in which the corporation owing the delinguent
taxes is located. The only duties of the county treasurers
ia this vegard are issuing refunds and distributing the
taxes té Tocal taxing gurfsﬁictiuns«“

Section 11s Section 15-31-702s MCAy s amended to
read:

#:5-31-702, Distribution of corporatton-——¥teense

finapcial institutions franchise taxes collected from banks

_or savings and loan associations AND OTHER CORPORATIONSe (1)

A1l eorporatien--tiecense fipancial _institutiops fcanchise

taxes collected from banks and saviongs and toan associations

B 5B 263



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0263/gray

ANO_QT2ER. CORPORAIIONS shall be distributed in the following
manner:

(a) 20% must be remitted to the state treasurer to be
allocated as provided in 15-1-501(2); and

{(b) 80X must be allocated to the wvarious taxing
jurisdictions within the county in which the bank or savings
and loan association OR_QOIHER _CORPORAIION is Tocatede

(2) The eorporation-—}ireense fipancial _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 =aill
levy of the taxing authorities of the district in which the

bank or savings and loan association JOR_QIHER CODRPUORATIION is

- locatede.

{(3) *Taxing jurisdictions" meanssy for the purposes of
this sectioney all taxing authorities within =a county
pefmitted under state law to levy mills against the taxable
value of property in the taxing district in which the bank

or savings and loan association QOR_QTHER_CORPORATION is

locatede.

(4) If a return filed by a bank or savings and loan
association QR__OTHER_ _CORPORAIION involves branches or
offices in more than one taxing jurisdictions the department
of revenue shall provide a method by rule for equitable

distribution among those taxing jurisdictionse®’

-9- SB 263
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MEM_SECIIONes Section 22« Codification instructione
Sections 1 throuch 6 § are §ntendeﬁ to be codified as an
integr=1 part of Titie L5y chapter 31y part 7s and the
provisions of Title 15, éhapter 31y part 7o apply to
sections 1 through 6 3.

SECTION 13 JSEVERAELILITYc.. T _A__RART DE_THIS ACT IS
IN¥ALIDs ALL VALID PARIS THAT ARc .EYERaBLE FRUM_THE_INVALLD
BART_REMAIN_IN EEFECI«  XE A BART 05 THIS ACT 15 INVALYD. IN
Qﬂﬁ_aﬂﬂ-ﬁﬂﬂﬁ_ﬂﬁglIS.AEELI?éiiﬂﬁﬁzmlﬁﬁaﬁﬁﬁl.ﬁiﬂalﬂi.lﬁ_ﬁjVELI
IN_ALL__VALID _APPLACATIGNS . THAY. _ARE _SEVERABLE__ERQN. LKL
INJALID ARPLICATIONS:

NEU_JELTIONe Secticy 14e BifFmyi we debe Pal. =
sppiicabititys ¥hs (1) EXCEPY_AS_PROMICEL LN aUMAECTAuN (43
AE_THIS SECTIONe _THIS a?t' ts «ffective on passage and
approval and applies t§ taxable years beginning after
Dagarber 3is 19826 i

LZ1;_3HBSEEIIQH_LZL_SE_SEQliﬂ&umﬁ“mAEELihi..IQ_;IAX&Eiﬁ
27 ARS. AEGINNING AETER DECEMRER 3ls 1984s

-End-
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#1 SENATE TAXATION COMMITTEE
Exman_,é

Ged-22 w8 3

BILLRES= 2L

Amendments to Senate Bill No. 244

1. Title, lines 5 and 6
Following: '"REQUIRING"
Strike: "AN ADDITION TO ADJUSTED GROSS INCOME FOR"
Insert: '"A SEPARATE TAX ON"

line 7
Following: ‘'payments;"
Strike: 'AMENDING SECTION 15-30-111, MCA;"

2. Strike all of Section 1

3. Add: NEW SECTION. Section 1. Tax on lump sum distributions.
(1). There is imposed a separate tax on the ordinary
income portion‘pf a lump sum distribution.

(2) The tax is{2ﬁ% of the amount of tax determined under
section 402(e) of the Internal Revenue Code of 1954, as
amended, or as section 402(e) may be renumbered or
amended. . _ ,

(3) All means available for the administration and en-
forcement of income taxes shall be applied to the tax

on lump sum distributions.




STANDING COMMITTEE REPORT
N Pebruary 22 ... 19..83..
MR. ........ PRESIDERT......oviiiieene
We, your committee on ... BBEBEEOM et eee e eee e e e s seee st se e e ee e
having had under consideration StatamentOEIntent' ....................... Senat:e ....... Bill No. 264 ......
i _

T
e NI

Respectfully report as follows: That...8%atement of Intent, . ereresereas Senate Bill No.264

be adopted.
STATRHENT OF INTENT RE: 83 264

It is the intent of SB 264 to give the Department of Revenue
authority to adopt rules to impute the market value of coal prior
to drying, cleaning or processing designed to improve the quality
of the coal. The rules adopted shall:

1. Allow the taxpayer to pay applicable taxes based on market
price of like coal prior to processing.

2. Impute market price regardless of whether the processing
takes place at the mine site or not.

3. Reflect that the intent is to exempt said processing from
applicable taxation.

e

RARAIX

STATE PUB. CO. A Pat M. Goodover Chairman.

Helena, Mont.



) | STANDING COMMITTEE REPORT

S Page 1 of 2

MR. . PRESIDENT

We, your committee on....... matiou ...........................................................................................................................
: Senate , 2

having had under CONSIEratioN ......ccoviiviiiiiniiii ittt n s st ara e s aeraesnae t ........... Bitl No...... 6 4 .......

i

§

3
3

Respectfully report as follows: That......c.icciiinmimi e s S enate .......... Bill N0264 .........

introduced bill, be amended as follows:

l. Page 1, line 1l2.
Following: “The department may"
Insert” “or shall at the request of the taxpayer"

Following: 1line 22

Insert: %(2) For purposes of subsection (1) (b), market value
f.0.b. mine means the value of the coal subsequent to primary
and secondary crushing but prior to drying, cleaning or other
processing.”

Renumber: subsequent subsections

XRQRAT K

(Continued on page 2)

STATE PUB. CO. Chairman.
Helena, Mont. :
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Page 2 of 2

February 22

y

SB 264

Usa of imputed value for coal

3. Page 2.
Following: 1line 10
Insert: ®NEW SECTICH. Section 2.

Whenever value is imputed under 15-35-107(1) ()
hat value shall be used for purposes of reporting the value of

gross proceeds.
t

the gross yield of coal under 15~-23-701.
Section 3. Codification instruction.

HEW SECTION.
2 is intended to be codified as an integral part of Title 15,
chapter 23, part 7 and the provisions of Title 15, chapter 23,

Section

- part 7 apply to section 2.7

-
-
R ST

- And, as so amended

DO PASS

Pat M. Goodover

STATE PUB. CO.
Helena, Mont.

........................................................................... Chaurman |



STANDING COMMITTEE REPORT

... February 22, 19.83

wmR. .. PRESIDENT & o
We, your committee on...... taxat’ion ................. et ettt et
having had under consideration .......ccccceiiiciinie et s Senate ....... Bill No 307 ......

}.‘
H
}
Senate ) 307
Bill NO....lovveeeeneane

............................................................................................................

Respectfully report as follows: That

introduced bL1ill, be amended as follows:

l. Page 2, lines 5 and 6. .
Strike: line 5 and through "system,” on line 6
Ingert: %“is an institution accredited by a national or regional -

accrediting agency recognized by the board of regents of higher
edncation”

And, as sc amended
- DO NOT PASS
KEEXXS

STATE PUB. CO.
Helena, Mont. : c .



ROLL CALL VOTE

SENATE OOMMITTEE TAXATION

te M»QQ\ 1983

7 '
;\/é//wvﬁ Bill No. ($CO 7/  Time // e,

SENATOR

GOODOVER, CHAIRMAN

SENATOR

McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

SENATOR

CRIPPEN

\

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

NAVASAYAS AN AN

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

NNN N

SENATOR

TOWE

v

SENATOR

MAZUREK

—

Secretary: Barbara J. Effing

Motion:

Chairman:

Pat M. Goodover

g Tin el B07 Zeo 2 snerilel dlp wos? re s/

: (include enough information on mtlcur—put with yellow copy of
- camittee report.)



STANDING COMMITTEE REPORT

e February 22 ... 19..83
MR. ........ PRESIDENT .
We, your committee on....... taxation ...........................................................................................................................
having had under CONSIEration .......ccoimiiniriine i s tte e s an s s sres Senate Bill No....337..... '
/
/
Respectfully report as follows: That.........ccoceirennnes et s S enate ...... Bill No..... 337 ......
introduced bill 4
DO NOT PASS - r . g
o ‘ Lt o ' }ﬁ ’/ o
CoATe pUS. co. , e PatM. .......... dover ...................... G
Helena, Mont. SR .

e



ROLL CALL VOTE

SENATE COMMITTEE TAXATION

Date Yok 72, 1983 %M Bill No. 3 3

vire_ 73/

SENATOR

GOODOVER, CHAIRMAN

SENATOR

McCALLUM, VICE CHAIRMAN

SENATOR

BROWN

NN\

SENATOR

CRIPPEN

SENATOR

ELLIOTT

SENATOR

GAGE

SENATOR

TURNAGE

SENATOR

SEVERSON

SENATOR

HAGER

NN NN

SENATOR

ECK

SENATOR

HALLIGAN

SENATOR

LYNCH

SENATOR

NORMAN

v’
v

SENATOR

TOWE

d

SENATOR

MAZUREK

v~

Secretary.

Barbara J. Effing
Motion:

Pat M. Goodover

%d/ S5 3 37 o 72%,7@@4&/

Chairman:

(include enough information onxmﬁ:mxr—putvnxh yelh:wcx;y of
camittee report.)
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MR...RRESIDZMT

We, your committee on

having had under consideration

Respectfully report as follows: That

STANDING COMMITTEE REPORT

Page 1 of 2.

............ February.22. ..o 19

TSNS - .-+ - 3. - U= VT NP 1 L S
¢
,
...................................................................................... Senate .. . 244

introduced bill, be amended as follows:

1. 7Title, lines 5 aad 6.

Pollowing: P“REQUIRIHGY » , _ ‘
Strike: "AN ADDITION TO ADJUSTED GROSS INCOME FOR"™
Insert: "A SEPARATE TAX ON"

2. Title, line 7.

Following: “PAYMENTS;®

Strike: V“AHBRDING SECTION 15-~30~111, HCA;"

RQRASSX

STATE PUB. CO.
Helena, Mont.

Chairman.



KR Page 2 of 2

8B 244

3. Page 1, line 11,

Strike: section 1 in its entirety

Insext: "HEW SECTIOHd. Section l. Tax on lump sum distributions.
{1) There i3 imposed a separate tax on the ordinary inconme
portion of a lump sum distribution.

(2) The tax is 10% of the amount of tax determined under
saction 402(e) of the Internal Revenue Code of 1954, as amended,
or as section 402(e) may be renumbered or amanded.

{3) Aall means available for the administration and enforce-
ment of income taxes shall be applied to the tax on. lump sum
distributions.® .

4. Page 4. f

Following: line 4 . :

Insert: "JNBW SECTION. Sectlon 2. Codification instruction.
Section 1 18 intended to be codified as an integral part of
Title 15, chapter 30, and the provisions of Title 15, chapter.
30 apply to section 1.°® - =

Renumper: subsequent section

AAd, as so amended

DO PASS

STATE PUB. CO. Pat M. Goodover Chairman.

Helena, Mont,





