LCc 1290,01
45th Legislature L '1290/01
1 corporations vwhether created, crgapized cr existing underg
1 BiLL NO. ﬁé‘ 2 and purswvant tc the laws, agreements, or declaraticns cf
2 INTRODUCED BY 3 trust of any state, country, c¢r the United States. Every
3 g corporaticn, except as hereinafter provided and exacept as
% A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING SECTIONS 5 provided in section 80-2821(5), R.C.M. 1947, engaged in
3 84-1502 AND 844305 ReCoMe 1947, TO ELIMINATE THE 6 business in the state of Montana shall aprually pay tc the
6 EXEMPTIONS FROM TAXABLE INLOME FOR ENTEREST  INCOME DERIVED 7 state treasurer as a licemnse fee for the privilege of
1 FROM OBLIGATIONS OF THE UNIVED STATES OR OF THE STATE OF 8 carrying cn tuosiness in this state such percentage or
8 MONTANA OR ANY POLITICAL SUBDIVISION ORr HUNICIPALITY 9 percentages of its total net income for the preceding year
9 THEREGF; INCREASING THE RATE OF CORPORATION LICENSE TAX BY 50 at the rate bereinafter set forth. In the case of
10 AMENDING 84-1501s R.C.M. 1947, DISTRYBUTING A PORTION OF THE 11 ccrgoraticns having income from busiress activity which is
11 TAX YIELD THUS INCREASED TO LOCAL GOVERNMENTS BY' AMERDING 12 taxable bcth within and without this state, the license fee
12 SECTION 84-1901y RaCeMe 1947; ABOLISHING THE BANK SHARES TAX 13 shall be wmeasured Ly the net inccme derived frem cr
13 BY REPEALING SECTIONS 84-304 THROUGH 84308 AND 84-4601 14 attributable tc Moatana scurces as detersined under secticn
14 THROUGH B4—-4605¢+ ReCeMe 19473 EXEMPTING BANK SHARES FROM 15 84-1563.
15 TAXATION BY _AMENDING SECTION 84-202s ReCaMe 19473 AND 16 The percentage of net imcome tc be paid under this
16 PROVIDING AM EFFECTIVE DATE.™ 17 secticn shall be &3 it} PPN UTPTY
17 18 J_1/4% of all pet income for the taxable pericd. The rate
is BE IT ENACTED BY THE LEGISLATURE OF THE STATE DOF MONTANA: 19 set forth in this act sball be effective for all tazakble
19 Section le Section 34-1501s ReCeMe 1947¢ is amended to 50 years ending on or after Febes Lecember_31,
20 read as follows: 21 1977. This rateie—retsoactive-—to——and-—cffective—for-—atd
21 ®84~1501ls Corporation license tax =-— organizations 22 ) - 74+ Every
22 exempt therefrom -- 3lternmative tax based on gross saies. 23 ccrporation subject to taxation under this act shall, in any
23 The term corporation includes associationsy joint-stock 24 event, pay a minimum tax cf not less than fifty dcllars
24 companiesy commom—Jlaw trusts and business trusts which do 25 (359) .
25 business in an organized capacitys and all other

INTRODUCED BILL SB53%



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 1290,61

Purswmant to the provisicrps cof article II1I, section 2,
cf the Multistate Tax Compact (Title 84, chapter 67, E.C.H.
1987y every corporaticn deriving inccme frem sources both
within and without the state of Montana and required to file
a return and whose only activity in Mcrtana consists of
making =sales and which does nct cwn cr rent real estate cI
tangible personal property within Mcntana and whose anpual
grcss volume of sales wade ia Mcrtapa during the taxatle
year does not exceed one bundred thousand dcllars
($100,000), may elect to pay a tax of cne-half of cne
percent (0.5%) of gross sales made in Mcrtana during the
taxable year. Such tax shall be in lieu of the tax ctherwise
imposed under this secticn. The gross vclume of =sales made
in Montana during the taxable year sball be determined
according to the provisions of article IV, sections 16 an&
17, of the Multistate Tax Compact.

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

{a) Labor, agricultural or horticultural orgacizaticn;

{b} Fraternal teneficiary, scciety, crder or
association operating under the 1lodge system or for the
exclusive benefit of the asewbers of a fraterpity itself
operating umpder the lodge system, and frcviding f£fcr +the
payeent of life, sick, accident or cther benefits tc the

members of such society, order cr asscciaticn cr their
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dependents;

{c) Cemetery ccempany cwned and cperated exclusively
for the benefit of its mezbers;

{d) Corporation or associatiorn organmized and cperated
exclusively for religious, charitable, scientific cr
educaticnal furposes, nc part of the pret inccme of which
inures to the ©benefit of apy [private stockhclder <1
individeal;

{e) EBusiness league, chamber cf ccseerce, or kcard cf
trade, not organized fcr §prcfit, aad no rart of the aet
inccme of which imures to the benefit of any private
stocckholder or individual;

{f) Civic league or organizaticn not crganized for
profit, but cperated exclusively for the promoticn cf sccial
velfare;

(g) Club organized ané operated exclusively for
tleasure, recreation and cther nonrrefitable purposes, no
part cf the net inccee of which inures tc the bepefit of any
private stockholder or sesbers;

{h) TFarmers' or cther =utual hail, cyclone «cr fire
insurance cospany, futual ditch or irrigaticn comgany,
mutgal or co-operative telephcope ccagany, or like
crganizaticn of a vpurely local character, the imccme of
which consists solely c¢f ascessaments, dues ard fees

collected frca members for the scle furpose of meeting its
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expenses;

{i} Any co-ocperative association oxr corporation
engaged in the business of operating a rural electrification
system or systews for the tramsmission or distributicn of
electrical energy can a cc—operative basis;

{j) Corporations or associations crgapized for the
exclusive purpose of holding title tc¢ property, collecting
income therefrom, and turning over the entire amount
thereof, 1less expenses, to aﬁ organization which itself ic
exenpt from the tax imposed by this Title;

{k} In detersining the license fee to be vpaid uwnder
this act, there shall not be included ary earpnings derived
fros apny ©public utility =managed or cperated by any
sukdivision of the state, or frcm the exercise cof any
governmental functicn."™

Section 2. Section Bu-~-1502, R.C.A, 1947, is amended tc
read as fcllows:

"g4-1502, Deducticns allcwed ir cowputing dinccme., Im
computing +the net income the follcwing deductions shall be
allovwed from the grcss income received by suoch corporation
within the year frcm all scurces:

1. all the ordinary amd necessaly expenses paid or
incurred during the taxakle year in +the wmaintenance and
operation of its business and rtprcperties, iecluding

reascnable allowance for salaries for tgerscpal =cservices
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actually repdered, subject +to the liamitaticn bereinafter
ceontained, rentals or other payments Tregquired to be made as
a ccadition to the continued use cr pcssessicn of prcperty
te which the corporation has not taken or is pot taking
title, or ip which it bhas no equity. ¥c deducticn shall be
alloved for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provided, however,
that vwhere domestic ccrporations are taxed cn inccme derived
fros without the state, salaries of éffice:s paid in
connection with securing such income shall bhe deductikle.

2. {A) A1l 1losses actually sustained and charged off
within the vyear and not cospensated by insurance or
otherwise, including a reasonable allowance for the sear and
tear and obsclescence of prcperty used in the trade or
business, such allovance to be detersined according tec the
provisions of section 167 of the internal revenue ccde in
effect with respect to the taxable year. A1l elections for
depreciaticn shall be the same as the elections wmade fer
federal income tax purposes. Bo deduction shall be allowed
for amy amocunt paid cut for amy buildirgs, gfermanent
improvements or betterments sade to increase the valuve of
any fproperty or estate and nc dedunctico shall be wmade for
any ascunt of expense of restcring property or wmaking gcod
the exhaustion thereof for which an allcwance is or has teen

made.
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(B} {a} There shall be allowed as a deductice fcr the
taxable period a met operating 1lcss deducticn determined
according to the provisions of this subsecticn. The net
operating loss deduction is the aggregate cf pRret cperating
less carryovers to such taxable pericd ples the net
operating loss carrybacks to such taxable pericd. 9The tera
"net operating loss"™ means the excess cf the deducticns
allowed by this section, B4-150Z, cver +the gross income,
with the swmodifications sypecified in paragraph (b) of this
subsection. If for abny tazable period beginning after
December 31, 1970, a net operating loss is sustained, such
lcss shall be a net operating loss carryback tc each ¢f the
three (3) taxable pericds preceding the taxable period cf
soch loss and shall be a net operating 1loss carryover to
each of the five (5) taxable periods fcollcwing the taxable
period of such lcss. The porticn of such loss which shall be
carried to each of the cther taxable years shall be the
excess, 1if any, of the amount cf such lcss over the sur cf
the net income for each of the prior taxable pericds te
which such 1css was carried. For purposes of the preceding
sentence, the net incowe fcr such pricr taxable period shall
be computed with the modifications specified in rparagraph
{b) {ii}) of this subsecticn and by determining the ascunt of
the net operating loss deduction without reqgard tc the net

operating lecss for the 1loss pericd or any tazable period

7=

=

~ o

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

24

1c 129¢/01

thereafter, and the pet income so cosputed shall bpot be
considered tc be less than zerc.

{b) The aodificaticns referred tc in paragraph (a) of
this subsection shall be as fcllows:

{1} No net operating loss deducticp shall be allcwed.

(ii) The deduction for depletion shall nct exceed the
amount whick would be allowable if cosgputed umder the cost
methcd.

(c) A net operating loss deduction shall be allicwed
only with regard to losses attributable +to the tusiness
carried on within the state of Montana.

(@) In the case cf a mwerger of cocrporations, the
surviving corporation shall nct be allcwed a net cperating
loss deduction for net operating losses sustained by the
merged ccrporations prior to the date cf merger.

In the case cof a consolidation of corporations, the new
corporate entity shall nct ke allowed a deducticn fcr net
operating 1losses sustained by the consclidated ccrporaticns
prior to the date of comnsclidaticn.

(e} Notwithstanding the provisions cf section
84-1508.1{c), R.C.M., 1947, interest shall nct ke paid with
respect tc a refund of tax resulting frcm a net ofperatimg
loss carryback or carrycver.

{f} The net operating loss deduction shall not ke

allowed with respect to taxatle periods which ended <c¢m or
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before Decesker 3%, 1970, but shall be allowed crly with
respect to taxable periods beginning or or after Janvary 1,
1371,

3. In the case of mines, other natural deposits, o0il
and gas wells, and timber, a reasonable allcwvance for
depletion and for depreciation of iaprovesents, such
reasonable allowance to be determined according tc the
provisions <c¢f the internal revenue code in effect fcr the
taxable year. All electicns made under the internal revenue
code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expemses for
ceorporation license tax purposes shall be the same as the
elections made for federal income tax purposes.

4, The amount of interest paid within the year om its
indebtedness incurred in the operationm cf the business fros
which its income is derived; but po interest shall be
alloved as a deduction if paid on an indebtedness created
for the purchase, mainteanance or improverent cf property ot
for the conduct of business unless the inccme from such
property or business would be taxable under this act.

Sy—Interest—incone~£fros—obligatiens—ef —the—etate—eaf
HAentanay-oE—any-—pelitieai-sebdivisien—or—aunicipality—ef—the
state—ef—Nentanar

&+5

Taxes paid within the year except the fcllcwing:

{a) Taxes impcsed by this act.
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{b) Taxes assessed agaimnst local renefits cf a kind
tending to increase the value of the frcperty assessed,

{c} Taxes cn or according to or measured by net income
or profits imposed by authority of the governmept of the
Onited States.

{d) Taxes imposed by any cther state or ccuatry ugce
or measured by net incoame or profits.

Taxes deductible urder this act shall be ccnstruged te
include taxes imposed by any ccunty, school district or

aunicipality of this state other _thamp _those_ _tazes

specifically excluded_in_this agt."

Section 3. Section 88-1901, R.C.M. 1947, is amended tc
read as follows:

*84-1901. Dispositicn of ucleys from certain
designated licemse and cther taxes. (1) The state treasurer
shall deposit to the credit of the state gemeral fund all
aoneys received by him from the collection of:

{a) automobile drivers' 1license fees under secticro
31-135;

(b} electric epnergy produocers' license taxes under
sections 84-1601 tc BU4-1609, inclusive;

{c) metalliferous mines 1license taxes upnder sectionmns
84-2001 to 88-2016, inclusive;

{dy telegraph license taxes under secticns 88-2501 +to

84-25C¢, inclusive;

—-10-
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(e} oil producerst license taxes under sections
84-2201 to B84-2211, inclusive:

{f) natural gas distributors®' 1license tazxecs under
sections 84—-2101 to B4-2110, inclusive;

{g) liguor license taxes onder Title 4 ;

{h) teleghonme 1license taxes under sections 84-26C1 tc
84-2608, inclusive; apd

{i) inheritance apd estate taxes upnder Title 91,
chapter &4,

{2) Seventy-five percent (75%) cf 2ll mcneys received
from the collection of income taxes under Title 84, chapter

49, 55% of all money _received from_ _the collecticn _of

corporation license taxes under Title 84, chapter 15, and
corporation income tax, Title 84, chapter 61, shall be
deposited in the general faund svhject to the pricr pledgé
and appropriation of such income tax apd ccrpcration license
tax collections £fecr the payment of lcng-range Luvilding

program bonds, Twenty _percent of _the proceeds of the

corporation _license _tax _is__allocated _to_ _the <carmarked

revenune fund to the credit of the local govermaent account,

The remainiag twenty-five percenmt (25%) cf the proceeds of
the ccrperation license tax, corporation income tax, and
income tax shall bte deposited tc the credit cf the earmarked
revenune fund £for state egualizaticen aid tc¢ the gublic

schoels cof Montana.
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{3) fThe state treasurer shall also depcsit tc the
credit of the state general fund all mcpeys received ty hip
from the collecticn of license taxes, fees and frce all
cther sources under the cperaticn ¢f the Mcnotapna Eeer Act,
sections 8-301 to 4-3%56, inclusive, and all net revenues and
receipts received by bim frcw and under the cperation of the
State liguor Control Act, secticms 41061 tc #-237, inclusive
or as those sections say be renuu;ered cr amended.”

Section 4. There is a pew B.C.M, secticn that reads as
follows:

Local governament account established. There is a local
governsent account within the earmarked revenoe fund.

Section 5. There is a oew R.C.M. section that reads as
fcllcus:

Eistribution cf local governaent acccunt. The
department of revenue shall, before July 1 each year, divide
the funds appropriated for the next fiscal year frcwe the
local government account asong the coucties, cities, towns,
and school districts of the state, half acccrding to their
shares of the general obligaticm bonded indebtedpesz of all
ccunties, cities, tosns, apd school districts ip the state,
and half according to their shares of the total pcgulatice
of their type of political subdivisicn in the state.

Section 6, Section 84-4905, E.C.E. 1547, is amended tc

read as fcllous:

—12-
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"84—49GS, Adjusted dgross imccme, {1) Adjusted gress
income shall be the taxpayer's federal incose tax adjusted
gross income as defined in section 62 cf the Interpal
Revenue Code cof 1954 or as that section may be lakeled cor
amended, ard in addition =hall imclude the folleowing:

(8) 1Interest received cor chligations of anedher a
state or territory, or county, municipality, district, or
cther political sukdivisicn therecf:

{b} Refunds received of federal income tax, to the
extent the deduction of such tax resulted in a reduction of
montana income tax liability.

{2} Adjusted gross inceme does wmot include the
following vhich are exempt froam taxation under this act:

+{a)}——Interost—incono—fren—obliqaticns—of—the—Laited
States— JOrCERBEREy——fhe——state ——of ——NoAtaNAy——ERR LTy
sunieipalityy——district;—or—ether—pelitisal——seubdiwisien
+hereafs

45+ (a) All benefits received under the Pederal
Esployees Retirement Act not in excess of three thowmsand six
hundred dcllars {$3,€GC).

4oy {b) All benefits paid urder the MHcntana Teachers
Retirement Act which are specified as ezewpt fros taxation
by secticn 75-6215.

44y {c) All benefits paid wunder the Pontama Fublic

employees Act which are specified as exespt freoa taxaticn by
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secticn 6B8-1303,

+4ey{d) All benefits raid under the Montana Bighway
Patrol Retirement Act which are specified as exespt fros
taxation by section 31-2z21.

+£3{e) Moatana income tax refunds cr credits therecf.

+s>{f} 31l benefits paid under secticns 11-1925,
11-1926, and 11-1927 to retired and disatled firemen, their
surviving spouses and orphans.

42} fg) All benefits paid by first or second class
cities for the policemen's retirement system provided for by
the Metropolitan Police Law.

{3) In the case of a shareholder c¢f a cerperation with
respect to which the election rrovided for under subchapter
S. of the Internal Revenue Code of 1954, as amended, is in
effect, bnt with resgect to which the electice previded for
under section 84-1501,2, as aaended, is not in effect,
adjusted gross income does mnot include apny gart of the
ccrporaticn's undistributed tazable inccme, net operating
l¢css, cagpital gains or other gains, gprofits cr lcsses
required to be included in the shareholder's federal inccee
tax adjusted gross income by reascn cf the said electicn
ander subchapter S. However, the sharehclder?s adjusted
gross income shall include actual distribution from the
corporaticn to the extent they would be treated as taxatle

dividends if the subchapter S. e€lecticn were nct in effect.®
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Section 7. Section 84-202, E.C.M, 19347, is amended to
read as fcllcws:

"84-202. Exemptions fros tazxaticn. {1 (a) The
property of the United States, the state, counties, cities,
towns, school districts, asunicipal ccrporations, public
]ibrarieﬁ, buildinmgs with land they occupy and furnishings
therein ovwned by a church ard wused for aciual religicus
worship and for residences of the clergy, together with
adjacent land reasopakbly necessary for convenient ause of
such buildings owned by a church, such other property as is
used exclusively for agricultural and borticultural
societies, for educational purpcses, hospitals and places cf
burial mot used or held for private or ccrporate profit, angd
institutions of purely public charity, evidence cf debt
secured by wmortgages of reccrd Tupce real or personaf
property in the state of Montana, and public art galleries
and public observatories not uvsed cr held for private or
corporate profit, are exempt frox taxaticn, but no more land
than is necessary for such purpose is exespt.

{b) As w@sed in this subsection, the term "institutions
of purely public charity® shall ipclude organizaticns cwmning
and operating facilities for the care of the retired or agead
or chrcnically ill which are =nct operated for gain or
prcfit; and the +terms “yublic art galleries and public

observatories® shall mean oanly such art gallexies and
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cbservatories whether of public cr rrivate cwnership, as are
open to the public, without charge cr fee at all reasonable
hours, and are used for the purpcse of educaticn cply.

{2) f¥hen a clubhovuse or building erected ty or
belonging tc any society or organizaticn of boncrably
discharged United States scldiers, =sailors cor marines whe
served in army or navy of United States, is used exclusively
for educational, fratermal, lenevclent or fpurely public
charitable purpeses, rather than fcr gaip or grofit,
together with the library and furniture necessarily used 1in
any =such building, such prcperty is exeapt from taxation,
and all property, real or perscnal, ipn the [pcssession of
legal guardians cf incompetent veterans of the World War or
winor dependents of such veterans, where such rprofperty is
funds or derived from funds received from the United States
as pensicn, corpensation, insurance, adiosted ccepensatice,
or gratuity, shall ke exempt from all taxaticn as property
of the United States while held by the guardian, bLut not
after title passes to the veteran or minor in his or her cwun
right on account of resmcval cf legal disability.

{3) All household gqoods and farmiture, including
clocks, =usical instrusents, sewing sachines, wearing
apparel of wembers of the fawily actually used bty the cwner
for personal and dcmestic purposes, or for furpishking ot

equipping the family residence are exempt fros taxaticn,

— 16—
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{4) FEreeport serchandise shall be exempt from
taxaticn. Freeport merchandise wmeans those stecks of
merchandise manufactured cr froduced cutside this state
which are in transit through this state and copsigned to a
varehouse c¢r cther storage facility, public cr fprivate,
within this state, for storage im transit prior to =shipment
to a final destinaticn outside the state, and which have
acquired a taxakle situs withip the state.

Stocks of merchandise 40 pot 1lcse their status as
freeport wmerchandise because while in the storage facility
they are assembled, bound, jcined, processed, disassesbled,
divided, cut, broken in bulk, relabeled or regackaged.

Any person, cerporatiocn, firm, partnership,
asscciatien, or other grcup seeking to qualify its rproperty
for inclusien inm this class shall make applicaticn tc the
state department cf revenue in such mamner or form as say be
required by the department.

(5) ([The following agricultural prcducts are exempt
from taxation:]

{a) All wunprocessed, perishable fruits apd vegetables
in farm storage and owned by the prcducer are exemgt £from
taxaticn.

(b) all nonperishable anprecessed agricultural
products except livestock, held in possessico cf the

criginal gproducer for less than seven {7} wonths following
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harvest,

{c) livestock, defined as cattle, skheep, horses, or
sules, which have mot attained the age of nine (9) mcnths as
of the last day of apy sonth.

{6) Momeys and credits and_shares_cf stock in banking

corporaticas are exempt from taxaticn.

{7y 2 capital investment in a recogrized nenfessil
foram of esergy generation is exempt to the extent provided
under section 84-7403."

Section 8. Bepealer., Sections 88308 through 84-308
and 844601 through A4-8605, E.C.M. 1947, are repealed.

Section 9. There is a secticn that reads as follows:

Codification instruction, Before this bill is enroclled,
the code commissioner shall delete all references tc Class
5ix property and 84-308 which appear in 84-301, B4-302, and
B4-1401,

Section 10. Severability. If a part of this act is
invalid, all valid parts that are severable frcm the invalid
part resain in effect. If a part of this act is invalid ir
cne or mcre of its applicaticns, the part remains in effect
in all wvalid arpplicaticms that are severable frca the
invalid agplicaticns.

Secticn 11, fffective date, This act arpglies to all
taxable years teginning after June 30, 1977.

~End-
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STATE OF MONTANA

REQUEST No. 496777
FISCAL NOTE
Form BD-15
In compliance with a written request received February 14 , 19 7 , there is hereby submitted a Fiscal Note

for Senate Bi1ll 434

pursuant to Chapter 63, Laws of Montana, 1965 - Thirty-Ninth Legistative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION

This bill eliminates the exemptions from taxable income for interest income derived from
obligations of the United States or of the state of Montana or any political subdivision
or municipality thereof; increasing the rate of corporation license tax, distributes a
portion of the tax yield thus increased to local governments; abolishes the bank shares
tax; oempts bank shares from taxation; and provides an effective date.

FISCAL IMPACT

Senate Bill 434 is so all encompassing that it best to sort the fiscal impact of the bill
out into separate sections. The first section pertains to corporation license tax, the
second section pertains to income tax, and the third pertains to property tax.

Corporation License Tax

The first portion dealing with corporation license tax ralses the corporation license tax
rate from 6 3/4% to 7 1/4%. This is an increase of 7.4%; however, since approximately

5,000 corporations pay the $50 minimum fee, it is felt the impact will be to raise corpor-
ation license tax collections by 77%. This raises corporation license tax collections from ‘s’
$26.5M to $28.355M in FY 78 and raises FY 79 collections from $28M to $29.96M in FY 79.

The second portion,dealing with corporation license tax,removes the deduction of interest
income from Montana municipal, county and state bonds. The direct impact is tc increase
corporation license tax collections by $250,000, but the indirect effect is more pronounced.
By removing Montana bonds as a deduction the statute becomes non-discriminatory,thereby
allowing the state to tax interest on Federal bonds for corporation license tax purposes.
This would increase corporation license tax collections by $1.6M each fiscal year the bill
is in effect. When combined with the increase in the tax rate, corporation license tax
collections increase by $3.705M in FY 78 to $30.205M and increase by $3.846 in FY 79 to
$31.846M.

The final section pertaining to corporation license tax changes the allocation percentages
of the revenue from corporation license tax. Currently 647 of the revenue goes into the
general fund, 117 goes into the long range building fund, and 257 goes into the state
equalization aid fund. This bill keeps the school equalization aid at 25%, the building
fund at 117, lowers the general fund to 447 and allocates the remaining 207 to a local
government revenue fund.
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Income Tax

47

This bill attempts to eliminate the exemption from state taxes of interest income from
obligations of the United States Government, Montana municipalities, and the state of -
Montana, The impact is impossible to measure, since no data pertalning to this income is
currently available. It appears that this elimination from exemption is in direct conflict

with 31 U.S8.C. 742 which states that interest income from obligations of the United States
is not to be taxed for income tax purposes.

Property Tax : .

This bill exempts from property taxation shares of banking stock. In FY 76 banking stock
wr had taxable value of $23,876,318, This bill would completely eliminate this taxable value
from the property tax base of the state., Bank stock amounted to 1.72% of the state's tax
base in FY 76. Assuming a 6 mill state levy, the state would have lost $143,000 in FY 76
if this bill had been in effect. However, assuming a 250 mill levy for local governments,

since almost all banks are in cities, local governments would have lost almost $6M had this -
bill been in effect in FY 76.
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