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vﬂt BILL NO. M

INTRODUCED 3¥ Tad

A BILL FOR AN ACT ENYITLED: “AN ACT TO EXEMPT INCOME OF A
DOMESTIC TNTERNATIONAL SALES CORPORATION FRDM THE
CORPORATION LICENSE TAX; AMENDING SECTION £4-1501s RelaMe

19477

A€ IT ENACTED BY THE LEGISLATURE OF THE STATE OF MDNTANA:

Section ls Section 84-1501y ReCeMa 1947+ is amended to
read as follows:

"84-1501s Corporation l}icense tax -- organizations
exerpt therofrom -— alternative tax based on gross salese
The term corporation includes associationsy joint-stock
companicsey common—iaw trusts and odusiness trusts which do
business in an orqanized capacityes and all other
carporations whether creatads crganiza2 or  2xisting under
and pursuant to the lawss ajrzementsy or declarations of
trust of any states countrys or the United States. Cwvary
corporstiony except as hereinafter provided and except as
provided in section 40-2821(5)s RaelLeMs 1247y congiged in
business i1 the state of Jontana shall annuaily psy to the
state treasurer ss a license fee for tne oOorivilege of
carryiny on businzss in tnis state such percenta s or

rercentaqges of its total nat income for the preceding y-ar
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at the rate hereinafter set ferthe In the case of
corporations having income from business activity which is

taxable both within and without this states the license fee
shall be measured by the net income derived from or
attributable to Montana sources as determined under section
B4-1503.

The percentage of net income to be paid wunder this
section shall be six and three—quarters per cent {& 3/4%) of
all net income for the taxable periode The rate set forth in
this act shall be effective for all taxable years ending on
or after February 28y 197le This rate is retroactive to and
effective for all taxable years ending on or after February
28y 1971e. Every corporation subject to taxation wunder this
act shalls in any eventy pay a minimum tax of not less than
fifty dollars (3$50).

Pursuant tu the provisions of article IIIs section 2,
of the Multistate Tax Compact (Title B4¢ chapter 67s R.CeMa
1547} evory corporation deriving income from sources both
within and without the state of Montana and reqguired to file
2 return  and whose oaly activity in Montana consists of
maxin) sales and which Joes not own or reant r.oal  estat or
tangible peorsonal property within Montana and whose annual
gress volume of sales made in Montana during the taxabnle
ye=ar does nat exczed one  hundred thousand dollars

[($100+000) e wmay elect to pay a tax of one-half of one

-2- SB 524
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percent {(0«5%X} ot gross sisles m2de in Montana durin; the
taxable year. Such tax shall be in lieu of the tax otherwise
imposed under this section. The gross volume of salas made
in Montsna during the taxable vyear shal¥ bDe deterained
according to the provisions of article IVy sections 16 and
17y of the Multistate Tax Compacte.

There shall not be taxed under this Title any incowme
received by any—

{2) Llabors agricultural or horticultural organizationj;

{b) Fraternal beneficiarys societyy order or
association operating under the lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the lodge systems and providing for the
payment of lifes sickes accident or other benefits to the
members of such societys order or association or their
dependents;

{c) Cemetery company owned and operatad exclusively
for the bemefit of its members;

{d) TCorporation or association organized and gperated
exclusively for religiouss charitables scientific or
educational purposess no part of the net income of which
inures to the benefit of any private stockholder or
individual;

(e} Business 1leaguzs chamber of commerces or board of

trades not organized for profite and no part of the net
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income of which inures to the benafit of any private
stockholder or individualj

(f) Civic leaque or organization not orgsnizad for
profits but operated exclusively for the promotion of social
welfare;

(g) Club organized and operated exclusively for
pleasures recreation and other nonprofitable purposase 0o
part of the net income of which inures to the benafit of any
private stockholider or memberss

{nh) Farmwers® or other mutual hailsy cyclone or fire
insurance companys ®mutual ditch or drrigation companys
mutual or co—-operative telephone companys or like
organization of a purely 1local charactere the income of
which consists solely of assessmentse dues and feos
collected from members for the sole purpose of w=mesting its
expenses;

{i) Any co~operative association or corporation
2ngaged in the business of operating a rural electrification
system or systems for the transmission or distribution of
electrical energy on a co-operative basis;

tj) Corporations or associations organized for the
exclusive purpose of holding title to propertys collecting
income therefromy and turning over the entire amount
thereofs Tess expensess to an organization which itself s

exempt from the tax imposed by this Title;

—f—
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{k) ¥In——determining—the——Ficense—fee—to-bhe-patd-under
this—actvy—there-shait-not-be—inctuded-any-enrnings Earnings
derived from any public utility managed or operated by any

subdivision of the states or from the axercisa of any

governmental functionsj




STATE OF MONTANA

REQUEST NO. ___360-77
FISCAL NOTE

. Form BD-15

In compliance with a written request received __Eehruary 17 ,19 17
for Senate Bill 424

, there is hereby submitted a Fiscal Note
pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assernbly.,

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

This bill exempts income of a domestic international sales corporation from the corporation
license tax.

ASSUMPTION

There are not a substantial amount of domestic international sales corporations (DISCS)
operating currently in Montana. However, Montana does receive a share of revenue produced
by DISCS if the parent company of a DISC corporation has operations or branches in Montana.
There would be a fairly substantial loss in revenues if DISCS were exempted because the

incomes from these companies would be exempted from taxation. There is no data on which
to base a precise estimate.

LONG-RANGE EFFECTS

The long-range effect could be a significant reduction in corporation license tax revenues.
Large agricultural corporations could set up DISCS within themselves to shelter part of
their income from corporation license tax payment,

PREPARED BY DEPARTMENT OF REVENUE

ﬂ..ﬁﬁ{@;ﬁgﬂ_-‘&i@mm‘m:m: .64)1
BUDGET DIRECTOR ‘j
Office of Budget and Program Planning
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