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2 INTRODUCED 

~~ enLNo.M 

'JY ci?-..l.c.r-1.«. &'f'a .l 
at the rate here~nafter set forth. In the case of 

2 corporations having income from business activity is which 

3 3 taxable both within and without this stateo the license fee 

4 A BILL FOR AN ACT ENTITLED: •AN ACT TO EXEMPT INCOME Of A 4 shall b~ measured by the n~t income deriveJ from o~ 

"' DOMESTIC !NTERi~ATIONAL SALES CllRPORATION FROM THE 5 attri~utable to Montana sources as determined under section 

6 CORPORATION LICENSE TAX; AMENDING SECTION e;-1501, R.C.M. ., B4-1503 • 

7 1947." 7 The percentage of net income to be paid under this 

8 3 section shall be six and three-quarters per cent {6 3/4%) of 

9 oE IT ENACTED SY THE LEGISLATURE OF THE STATE OF MONTANA: 9 all net income for the taxable period• The rate set forth in 

10 Section l· Section 84-15019 R.C.M. 1947• is amended to 10 this act shall be effective for all taxable years endin~ on 

li read as follows: 11 or after February Z8o 1971. This rate is retroactive to and 

12 "84-1501. Corporation license tax organizations lL effective for all taxable years ending on or after February 

13 exe.,..pt t-.hen_,from -- alternative t.ax based on gross soles. 13 28, 1971. Every corporation subject to taxation under this 

14 The term corporation includes associat~ons, joint-stock 14 act shallo in any event• pay a minimum tax of not less than 

l:i compani(;-S.,. common-1-aw trusts ~1nd 'Jusin~ss trusts 'JIIII'hich do 15 fifty dollars {S50). 

1~ business i i1 an o:r•Jan i zed- capacity. and <'Ill n;:her 16 Pursuant tG the provisions of article III, section 2, 

17 cJrpor~tions whethG:r cre~t~d9 craaniz~d or ~xistin9 unrier l7 of the Multistate Tax Compact (Title 84• chapter 67, R.C.M. 

L dnd pur-s:.Jant to the 1aws., a!)rae;oent.s, or declarations ot 18 1947} ~very corporotion deriving income from sources both 

19 trust of any state• countryy or th~ Unit~rl State~. ~vary 19 ~ithin and withou~ the state of Montana ana required to file 

20 corporati on11 exce~Jt. as hereincfter pravir1Pd and except as 20 2 rf::turn dnj whose o-lly .?Ctivity in Montan<J cor.sists of 

21 providEd io section 40-2821(5)t R.C.~. 1')47, cn~~qe~ ir, 21 m2i'Kin.:.1 sales 30d Jhich Joe~ not -own or rent r .. ~ul r-:~stat- <>r 

22 bus inP.:;s ;., th<' s"tate of .~ontand ShCJll annually pc:y to ~ne -~2 tar.3iblP personal p~aperty within Montana and whose annual 

23 state treasure~ as a license fee for tn~ ,)rivilege of 23 qross volume of sales made in ~ontana during the taxaole 

~4 c~rTyin 3 on busin~~s i.'l tni.; stat.e such pt:orcent.c_.i''or 24 year does n )t exceed 'Jn-2 hundred th•,us.and doll .3rs 

zc, ~ercenta1es of its total n~t inco~e for the precedinq y?.nr 2" (SlOO.DOO)t ~ay elect to pay ~ tax of one-h3lf of on• 

l N T R 0 D U C E D B I L L -l- 813 -Yaf.Y 
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percent (0.5%) ot gross s.:>le<; 111Jde in Montana durin·; the 

taxable year. Such t~x shall be in lieu of the tax otherwise 

imposed under this section. The gross volume of sal~s made 

;n Mon~ana during the taxable yed~ shall oe determin~d 

according to the provisions of article IV, sections 16 and 

17, of the ~ultistate Tax Compact. 

There shall not be taxed under this Titre any incoae 

received by any--

(a} 

(b) 

Labor, agricultural or horticultural organization; 

·Fraternal benefic i aryo society, order or 

association operating under the lodqe system or for the 

exclusive benefit of the aembers of a fraternity itself 

operating under the lodge system. and providing for the 

payment of life, sick, accident or other benefits to the 

members of such society, order or association or their 

dependents; 

(c) Cemetery company owned and operatad exclusively 

for the benefit of its me•bers; 

(d) ~orporation or association organized and operated 

exclusively for religious, charitable, scientific or 

educational purposes. no part of the net income of ~hich 

inures to the benefit of any private stockilolder or 

individual; 

(e) Business league~ cha~ber of com.erceo or board of 

trade, not organized for profit, and no part of the net 
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income of which inures to th~ ben~tit 3f dny private 

stockholder or Individual; 

(f) Civic league or organization not org~nizad for 

profito but operated exclusively forth'' promotion of soci~l 

welfare; 

(g) Club organized and operat~d ~xclusiv~ly for 

pleasure, recreation and other nonprofitable purpos2so no 

part of the net income of which inures to the benefit of any 

private stockholder or members; 

(h) Far•ers• or other mutual hailo cyclone or fire 

insurance company. •utual ditch or irrigation company. 

or 1 i k2 

income of 

mutual or co-operative 

organization of a purely 

telephone company, 

local character, the 

which consists solely of assessments. dues and fe0s 

collected fro• m~mhers for the sole purpose of ~eeting its 

expenses; 

( i) Any co-operative association or corpo,.-at.i an 

~ngaged in the business of operating a rural electrification 

system or systems for the trans•ission or distribution of 

electrical energy on a co-operative·basis; 

(j) Corporations or associations organized for the 

exclusive purpose of holding title to 

income therefrom, and turning over 

property, collecting 

the entire amount 

thereof, less expenses~ to an organization which itself is 

exempt from the tax imposed by this Title; 

-4-



' 

l( l6o3f0l 

1 k I +n--de~,.... i n i n 'l - u,.,--++e.,.,~..-<fee-~o-be-pe+d-tt,.~ 

2 ~1'1-i-s-<O~e~-~e-~hell '"'t be--1-fte+~-tonT~r~ faro j ngs 

3 derived fr~m any public utility managed or oper3ted by any 

4 subdivision of the state, or fro• the exercis2 of any 

5 qove~nmental function•~ 

6 (1 l Incoute Of a 'dQme:;tj C intgrnqt jqrial sal os 

1 ~~lml.t._.to the 'extent and for the perjgd such jncme js 

~ shown as exempt on the federql tax return~• 

-End-
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STATE Of MONTANA 
REQUEST NO. 560-77 

FISCAL NOTE 

Form BD-15 ....,.! 

In compliance with a written request re.,;~ived February 17 , 19 _J_]_, there is hereby submitted a Fiscal Note 

for Senate Bill 424 
.~==;..::_-=-==:.=--.;......._.:...__ ____ pursuant to Chapter 53, Laws of Montana, 1965- Thirty-N!nth Legislative Assembly. 

Background information used in developing this Fiscal Note is available fro~ 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 


