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A Bill FOR AN ACT ENTITLED: "AN ACT AMENDING SECTIONS 

84-1502 ANO 84-4905, R.C.Ho 1947, TO ELIMINATE THE 

EXEMPTIONS FROM TAXABLE INCOME FOR INTEREST INCOME DERIVED 

FROM OBLIGATIONS OF THE UNITED STATES OR OF THE STATE OF 

MONTANA OR ANY POLITI-CAl SiJBDIYlSION OR MUNICIPALITY 

THEREOF; INCREASING THE RATE OF CORPORATION LICENSE TAX BY 

AMENDING 84-1501, R.C.Mo 1947t OISTRJBUTIMG A PORTION OF THE 

TAX YIELD THUS INCREASEu TO LOCAL GOVERNMENTS BY AMENOING 

SECTION 84-190lt RoC.oMo 1947; ABOLISHING THE SANK SHARES TAX 

BY REPEALING SECTIONS 84-304 THROUGH &4-3D8 AND 84-4601 

THROUGH B4-4605t RoCoHo 1947; EXEMPTING BANK SHARES FROM 

TAXATION BY AMENDING SECTION 84-202t RoCoHo 1947; AND 

PROVIDING A~ EFFECTIVE OAT~.• 

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

Section lo Section 34-150lt RoCoHo 1947• is amended to 

read as follows: 

•84-1501. Corporation license tax organizations 

exempt therefrom alternative tax based on gross sales. 

The term corporation includes associations, joint-stock 

companies, common-law trusts and business trusts which do 

business in an organized capacity • and all other 
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corporations whether created, organized cr existing under 

and pursuant tc the laws, agreeaents, or declarations cf 

trust of any state, country, cr the United States. Every 

corporation, except as hereinafter provided and except as 

provided in section IIC-2821(5), R.C.~. 19117, engaged in 

business in the state of ~ontana shall anrually pay to the 

state treasurer as a license fee for the privilege of 

carrying en tusiness in this state such percentage or 

percent"ages of its total net incoae for the preceding year 

at the rate hereinafter set forth. In the case of 

ccrforaticns having incoae froa business activity which is 

taxable beth within and without this state, the license tee 

shall be aeasured by the net inccae derived frca cr 

attributable tc ~ontana scurces as deterained under secticn 

84-1503. 

the percentage of net iaco1e tc be paid under this 

section shall be ei• aad three ~YaEteEs ~e£ seB*--14-~ 

l_lL~~ of all net income for the taxable pericd. the rate 

set tortb in this act shall be effective for all taxable 

years ending on or after ¥e~ary ~8 1 1971 ~~~!_]j~ 

1977. %4,~£ate is £etreaeti¥e--~~-e~~OJe--£<H?--aH 

ta£ahlc years eseia~ ea ee after fe~ruaey-~44T EverJ 

corporation subject to taxation under this act shall, in any 

event, pay a minimua tax cf not less than fiftl dcllars 

($~0). 
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Pursuant to the provisic~s cf article III, section 2, 

cf the ~ultistate tax Co•pact (title 84, chapter 67, E.c.~. 

19117) every corporaticn deriving income frcm sources botb 

within and without the state of ~ontana and required to file 

a return and vhose only activity in ~c~tana consists of 

•aking sales and which does not ovn cr rent real estate cr 

tangible personal proFerty within ~cntana and whose annual 

gross volu•e of sales •ade in Bcntana during the taxablE 

year does not exceed one hundred thousand dollars 

($100,000), may elect to pay a tax of one-half of one 

percent (0.5') of gross sales •ade in !cntana during the 

taxable year. such tax shall be in lieu of the tax cthervise 

i•posed under this secticn. The gross vcla•e of sales •ade 

in ~ontana daring the taxable year shall be deter•ined 

according to the provisions of article IY, sections 16 and 

17, of the !ultistate tax Co•pact. 

There shall not be taxed under this title any income 

received by any--

(a) Labor, agricultural or horticultural organizaticn; 

lb) Fraternal beneficiary, scciety, order or 

association operating under the lodge system cr for the 

exclusive benefit of the •embers of a fraternity itself 

operating under the lodge system, and Frcviding fer the 

payment of life, sick, accident or ether tenefits tc the 

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

(c) Cemetery company cvned and CfErated exclusively 

for the benefit of its meibers; 

(d) Corporation or association organized and operated 

exclusively for religions, charitable, scientific cr 

educational FUrposes, no part of the net inccae cf which 

inures to tbe benefit of any private stockholder cr 

individual; 

(e) Business league, chamter cf cc••erce, or beard cf 

trade, not orqanized fer prcfit, and no part of the net 

income of which inures to the benefit of any Frivate 

stockholder or individual; 

(f] civic league or organizaticn not organized for 

profit, but operated exclusively for the promotion cf sccial 

welfare; 

(g) Club organized and operated exclusively for 

pleasure, recreation and ether ncnp•cfitable purposes, no 

part of the net inccme of which inures tc the benefit of any 

private stockholder or •e•bers; 

{h) Farmers• or other xutnal hail, cyclone cr fire 

insurance company, ~utual ditch or irrigation ccmfany, 

•utual or co-operative 

crqanizaticn of a purely 

which consists solely cf 

telephone cc•pany, or like 

local character, the incc•e of 

as~ess•ents, dues ard fee< 

collected from members fer the scle FUipose of meeting it~ 
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expenses; 

(i) Any co-operative association or corporation 

engaged in the business of operating a rural electrification 

systea or syste•s for tbe traas•ission or distribution of 

electrical energy en a co-operative basis; 

(j) corporations or associations organized for the 

exclusive purpose of holding title tc property, collecting 

inco•e tberefroa, and turning over the entire a•ount 

thereof, less expenses, to an organization which itself is 

exe•pt froa the tax iaposed by this !itle; 

(k) In deter•ining the license fee to be paid under 

this act, there shall net be included any earnings derived 

fro• any public utility •anaged or operated by any 

sutdivision of the state, or fro• the exercise of any 

governmental function." 

Section 2. Section B~-1502, H.C.!. 19~7. is aaended to 

read as fellows: 

"84-1502. Deductions allowed in coapnting inccae. In 

co•puting the net inco•e the following deductions shall be 

allowed fro• the grass inco•e received by such corporation 

within the year frc• all sources: 

1. All the ordinary and necessary exfenses Eaid or 

incurred durinq the taxatle year in tbe aaintenance and 

operation of its business and prcFerties, including 

reasonable allowance for salaries for ferscnal ser~ices 
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actually rendered, subject to the liaitaticn hereinafter 

contained, rentals or other payaents requi~ed to be aade as 

a ccndition to the continued use or pcssessicn of Frcpe~t1 

to which the co~poration bas not taken or is not taking 

title, or in which it has no equity. !c deduction shall be 

allowed for salaries raid Ufon which the recirient the~eof 

bas not paid !ontana state inco•e taz; Frovided, however, 

that where domestic ccrfo~ations are tazed en incoae de~i~ed 

fro• without the state, salaries of office~s paid in 

connection with securing such inco•e slall be dednctitle. 

2. (A) All losses actually sustained and charged off 

within the year and not co•pensated by insurance or 

otherwise, including a reasonable allowance for the vear and 

tear and obsolescence of prcperty used in the trade or 

business, such allowance to te deterained according to the 

pro~isions of section 167 of the internal revenue cede in 

effect with respect to the tazable year. All elections for 

depreciation shall be the sa•e as the elections aade for 

federal income tax purposes. &o deduction shall be 

for any amount paid cut for any buildings, 

imrrovements or betterments aade to increase the 

alloaed 

peraanent 

value of 

any rroperty or estate ana no deduction shall be aade fer 

any amcunt of expense of restoring property or •aking geed 

the exhaustion thereof fer which an allowance is or bas teen 

made. 
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(B) (a} There shall be allowed as a deduction fer the 

taxable period a net operating less deduction deter•ined 

according to the provisions of this subsection. 1be net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period flus the net 

operating loss carrybacts to such taxable period. ibe tera 

"net operating loss" •eans the excess cf the deductions 

allowed by this section, 84-150~. ever the gross inco•e, 

with the aodifications specified in paragraph (b) of this 

subsection. If for any taxable period beginning after 

Dece•her 31, 1970, a net operating loss is sustained, such 

less shall be a net operating loss carryback tc each of the 

three (3) taxable periods preceding the taxable period cf 

such loss and shall be a net operating loss carryoYer to 

each of the five (5) taxable periods following the taxable 

period of such loss. ~he porticD of such loss which shall be 

carried to each of the ether taxable years shall be the 

excess, if any, of the a•ount of such loss oYer the sue cf 

the net inco•e for each of the prior taxable periods to 

which such loss vas carried. For purposes of the preceding 

sentence, tbe net inco•e fer such prier taxable period shall 

be co•puted with the •odifications specified in paragraph 

(b) (ii) of this subsection and by deter•ining the a•ount of 

the net operating loss deduction without regard tc the net 

operating less to~ the loss pericd or any tazable feriod 
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thereafter, and the net inco•e so cowputed shall not be 

considered to be less than zero. 

(b) The aodifications referred tc in pa~ag~afb (a) of 

this subsection shall be as fellows: 

(i} Mo net operating loss deduction shall be allowed. 

(ii) tbe deduction fer depletion shall net ezceed the 

a•ount which would be allowable if co•futed under the cost 

•ethcd. 

(c) A net operating loss deduction shall b€ allcwed 

only with regard to losses attributable to the tusiness 

carried on within the state of !ontana. 

(d) In the case of a verger of corporations, the 

surviving corporation shall net be allowed a net operating 

loss deduction tor net operating losses sustained by the 

•erged corporations prior to the date of •erger. 

In the case of a consolidation of corporations, the ne~ 

corporate entity shall net be allowed a deducticn fer net 

operating losses sustained by the consolidated ccrforaticns 

prior to the date of consolidation. 

(e) llotvithstanding the provisions cf Eection 

811-1508.1(c), R.C.!., 1947, interest shall not te faid with 

respect tc a refund of tar resulting fro• a net operating 

loss carryback or ca~rycver. 

(f} the net Oferating loss deduction shall not te 

allowed with respect to taxatle periods vbich ended en or 
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before Deceacer 31, 1970, but shall be allowed ccly with 

respect to taxable periods beginning on o~ after January 1, 

1971. 

3. 

and gas 

depletion 

In the case of aines, other natu~al deposits, oil 

wells, and ti•ter, a reasonable allowance fo~ 

and for depreciation of 

reasonable allowance to he deterained 

iaproveaents, 

according to 

such 

the 

provisions cf tbe internal revenue code in effect fc~ the 

taxable year. All elections aade under the internal revenue 

code with respect to capitalizing or ezpensing ezploration 

and develop•ent costs and intangible drilling expenses for 

corporation license taz purposes shall be the saae as the 

elections •ade for federal incoae tax purposes. 

11. The a•onnt of interest paid within the year on its 

indebtedness incurred in the operation of the business fro• 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, aaintenance or i•provement of property o~ 

for the conduct of business unless tbe inco•e fro• such 

property or business would be tazable under this act. 

~~rest iae&4E-4re• eili~atiea& ef~ etate ef 

~ei,ality ef t~ 

~~~ ~axes paid within the year except the fcllcving: 

(a) Taxe~ imposed by this act. 
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{b) Taxes assessed against local tenefits cf a kind 

tending to increase the value of the ~rcferty assessed. 

{c) ~axes on o~ according to or •easured by net incoae 

or profits iaposed by authority of the gcvernaent of the 

United States. 

{d) Taxes i•posed by any ether state or ccuntry Ufcn 

or •easured by net inco•e or profits. 

Taxes deductible under this act shall be construed tc 

include taxes i•posed by any county, school district or 

aunicipality of thi~ state otheE than those taJ!§ 

specificallJ exc!yg~g_in this ad!•" 

Section 3. Section 84-1901, R.C.!. 1947, is a•ended tc 

read as fellows: 

"84-1901. Dispositicn of •oneys fro• certain 

designated license and othe~ taxes. (1} The state treasurer 

shall deposit to the credit of the state general fund all 

•cney~ received by hi• froa the collection of: 

{a) autoaobile drivers• license fees under section 

31-135; 

(b) electric energy producers• license taxes under 

sections 84-1601 to 811-1609, inclusive: 

(c) •etalliferous aines license taxes under sections 

84-2001 to 811-2016, inclusive; 

{d) telegraph license taxes under sections 84-2501 to 

84-25CE, inclusive; 
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(e) oil producers• l~cense tazes under sections 

84-2201 to 84-2211, inclusiYe; 

(f) natural gas distributors• license taxeE unde~ 

sections 8~2101 to 8~2110, inclusiYe; 

(g) liquor license tazes onder Title 4 ; 

(hi telephone license tazes under sections 84-2601 tc 

8~2608, inclnsiYe; and 

(il inheritance and estate taxes under Title 91, 

chapter 114. 

(21 SeYenty-five percent (7511 cf all acneys receiwed 

fro• the collection of iocoae tazes under Title 84, chapter 

49, ~ of all aon!I_~£eived froa the collection 2! 

corpo~ation license tazes under Title 84, chapter 15, and 

corporation incoae taz, Title 84. chapte~ 61, shall be 

depos~ted in the general fond subject to the prier fledge

and appropriation of such incoae taz and ccrpc~ation license 

taz collections for tbe payment of long-range building 

prograa bonds. I~ii_~~Bt of t~-_£I~g~ __ 2!__1h~ 

£~tign__1icense taz is allocated !2-_!~ __ earaa~keg 

re•enue fund to the credit_Qi_!he_local qove£B~~!!-~££2~!~ 

The reaaining twenty-five percent (2511 cf the proceeds of 

the ccrpcration license taz, corporation incoae taz, aad 

inco•e taz shall be deposited tc the credit cf the earaarked 

revenue fund for state equalization aid tc the public 

schools of ~ontana. 
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[31 The state treasurer shall also deposit tc the 

credit of the state general fund all moneys received ty hi1 

fro• the collection of license tazes, fees and froa all 

other sources under the operation cf the "ontana Eeer Act, 

sections ~301 to 4-356, inclusiYe, and all net ~evenues and 

receipts received by hia fro• and under the operation of the 

State liquor Control Act, sections ~101 tc 4-237, inclusive 

or as those sections •ay be renuabered or aaended.ft 

sectiou 4. There is a new B.c.". section tbat reads as 

follows: 

Local governaent account established. there is a local 

governaent account within the earaarted revenue fond. 

Section 5. There is a neM R.c.". section that reads as 

fellows: 

Cistribntion of local goYernaent account. 'I he 

department of revenue shall, before July 1 each year, divide 

the funds appropriated for the nezt fiscal year frc• thE 

local governaent account aaong the counties, cities, towns, 

and school districts of the state, half according to their 

shares of the general obligatioR bonded indebtedness of all 

ccunties, cities, towns, and school districts in the state, 

and half according to their shares of the total pcpulaticn 

of their type of political subdivision in the state. 

section 6. Section 84-4905, B.c.~. 1941, is a•ended tc 

read as follows: 
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"8~11905. Adjusted gross incoae. (1) Adjusted gross 

incoae shall be the taxpayer's federal inco•e tax adjusted 

gross incoae as defined in section 62 of the Internal 

Revenue Code of 195• or as that section •ay be lateled or 

a•ended, and in addition ~hall iBclnde the following: 

(a) Interest received on obligations of aae\he£ ! 

state or territory, or county, anniciFality. district. or 

ether political sutdivisicn thereof: 

(b) Refunds received of federal inco•e tax, to the 

extent the deduction of such tax resulted in a reduction of 

~ontana incoae tax liability. 

(2) Adjusted gross inco•e does act include the 

folloving which are exeapt fro• taxation onder this act: 

{at I&te£Qst i&saae fEea ehli!atieee ef the 
n_-,.:__._ __ .,~ 

~ eeve£&Be&t 1 the state et aestaaa, eeeat~ 

thu;eefr 

~Hl All benefits received under the Pederal 

E•ployees Retireaent Act not in excess of three thousand six 

hundred dollars ($3.6CC). 

+&ri£1. All benefits paid under the ~cntana Teachers 

Retire•ent Act which are SFecified as exeapt f~o• taxation 

by ~ection 75-6215. 

~&TJ£1. All benefits paid under the !cntana fuhlic 

Fmployees Act which are specified as exempt fro• ta%aticn by 
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section 68-1303. 

~Jil All benefits paid under the ~outana Highway 

Patrol Retireaent Act which are SFecified as exeapt froa 

taxation hy section 31-221. 

~l~l ftontana income tax refunds cr credits therecf. 

~J!l All benefits paid under sections 11-1925. 

11-1926, and 11-1927 to retired and disatled fireaen. their 

survi•ing SfOUses and orphans. 

th*Jgl. All benefits paid by first or second c~ass 

cities for the policeaen•s retireaent systea prowided for by 

the ~etroFolitan Police Law. 

(3) In the case of a shareholder cf a corporation with 

respect to which the election Frowided for under subchapter 

s. of the Internal Revenue Code of 1954. as a•ended, is in 

effect, but with resfect to which the electicD Frc•ided for 

under section 8~1501.2, as aaeDded. is not in effect. 

adjusted gross income does not iDclude any Fart of the 

corporation's undistributed taxable income, net operating 

less, capital gains or other gains. Frofits cr lo~ses 

required to be included in the sha~eholder•s federal inccae 

tax adjuste1 gross income hy ~eascn cf the said election 

under subchapter s. However, the sharehclde~•s adjusted 

gross incoae shall include actual distribution fro• the 

ccrporaticn to the extent they would be treated as taxatle 

dividends if the subchapter s. election were net in effect.• 
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Section 7. Section 84-202. R.c.e. 1947, is a•ended to 

read as tcllovs: 

"84-202. Exe•ptions fro a tasa ticn. (1) (a) Tlte 

property of the United States, the state, counties, cities, 

towns, school districts, aunicipal corporations, public 

libraries, buildings with land they occupy and futnisltinqs 

therein owned by a church and used for actual religicus 

worship and for residences of the clergy, toqether vith 

adjacent land reasonably necessary for convenient use of 

such buildings ovned by a church, such other property as is 

used esclusively for agricultural and horticultural 

societies. for educational purposes, hospitals and places cf 

burial not used or held for private or ccrporate profit. and 

institutions of purely public charity, evidence cf debt 

secured by •ortgages of reccrd UFOD real or personal 

property in the state of !ontana, and public art galleries 

and public observatories not used or held for private or 

corporate profit, are exe•pt fro• taxation, but no acre land 

than is necessary for such purpose is eaeapt. 

(b) is used in this subsection, the ter• •institutions 

of purely public charity" sball include organizations owning 

and operating facilities for the care of the retired or aged 

or cbrcnically ill which are not operated for gain or 

prcfit; and the teras "fublic art galleries and public 

observatories" shall aean only such art galleries and 
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observatories vbetber of public cr private ownership, as are 

open to th~ public. without charge cr fee at all reasonable 

hours. and are used for the pur(ose of education only. 

121 When a clubhouse or building erected ty or 

belonging tc any society or organization of bancrably 

discharged united States soldiers. sailors or aarines vbc 

served in aray or navy of United States, is used excluEively 

for educational, fraternal. benevolent or purely public 

charitable purposes, rather than fer qain cr frofit, 

together with the library and furniture necessarily used in 

any ~ncb building, such property is eae•rt fro• taaation, 

and all property, real or personal, in the possession of 

legal quardiaus of inco•petent veterans of the World war or 

•inor dependents of such veterans. where such prorerty is 

funds or derived froa funds received frc• the United States 

as pension, coapensation, insurance, adjusted ccKpensaticn, 

or gratuity. shall be eaeapt fro• all taaatico as property 

of tbe United States whilE held by the quardian, but not 

after title passes to the veteran o~ ainor in his or her own 

right on account of reacval cf legal disability. 

(3) All household goods and furniture, including 

clocks, 

apparel 

•usical instruaeuts, sewing •achines, wearing 

of •eabers of the fa•ily actually used bJ the cwner 

for personal and dcwestic purroses, or for furnishing or 

egaipping the faaily residence are eseapt fro• tasaticn. 
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{4) Freeport •ercbandise shall be exeapt fro• 

taxaticn. freeport aercbandise aeans those stocks of 

aerchandise manufactured cr >roduced outside this state 

whicn are in transit through this state and consigned to a 

warehouse cr ether storage facility, public cr private, 

vithin this state, for storage in tran~it prior to sbipaent 

to a final destination outside the state, and vbich have 

acquired a taxatle situs within the state. 

Stocks of aerchandise do not lose their status as 

freeport aerchandise because vbile in tbe storage facility 

they are asseabled, bound, joined, processed, disasseabled, 

divided, cut, broken in bulk, relabeled or repackaged. 

Any person, corporation, fira, partnership, 

association, or other group seeking to qualify its property 

fer inclusion in this class shall aake application tc the 

state department of revenue in such aanner or fora as aay te 

required by the departaent. 

(5) [The following agricultural products are exeapt 

from taxation: ] 

(a) All unprocessed, perishable fruits and vegetables 

in farm storage and ovned by the producer are exeapt fro• 

taxation. 

{b) All nonperishable unprocessed agricultural 

products except livestock, held in possession cf the 

original producer for less than seven (7) aonths following 
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harvest. 

{c) Li•estook, defined as cattle, sheep, horses, or 

aules, which have not attained the age of nine (9) acnths as 

of the last day of any aonth. 

{6) eoneys and credits and sh!£~§_£f_~gck i~~king 

££I~Orati£~§ are exeapt froa taxation. 

(7) A capital investaent in a recognized ncnfcssil 

fora of energy generation is exeapt to the extent provided 

under section 84-1403." 

Section 8. Repealer. Sec\ions Bt-30- through 84-308 

and 84-~601 through 84-4605, B.C.!. 1947, aEe repealed. 

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

Codification instruction. Before this bill is enrolled, 

the code coaaissioner shall delete all references tc Class 

Six property and 84-308 •hicb appear in 84-301, 84-302, and 

aq_qot. 

Section 10. severability. If a part of this act is 

invalid, all valid parts that are severable frca the invalid 

part remain in effect. If a part of this act is invalid in 

cne or acre of its applications, the part reaains in effect 

in all valid applications that are severable frca the 

invalid applications. 

Section 11. Effective date. !his act ap[lies tc all 

taxable years beginning after June 30, 1977. 

-End-
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STATE OF MONTANA 
REQUEST NO. 496- 77 

FISCAL NOTE 

Form BD-15 

In compliance with a written request re.;aived February 14 , 19 l.l__ , there is hereby submitted a Fiscal Note 

for Senate Bill 434 pursuant to Chapter 53, Laws of Montana, 1965. Thirty·Nlnth Legislative 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; ~o.'rempts 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 raises 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 7%. This raises corporation license tax collections from~ 
$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 to 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-discriminatory1 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 64% of the revenue goes into the 
general fund, 11% goes into the long range building fund, and 25% goes into the state 

~ equalization aid fund. This bill keeps the school equalization aid at 25%, the building 
fund at 11%, lowers the general fund to 44% and allocates the remaining 20% to a local 
government revenue fund. 

(CONTINUED ON PAGE 2) BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ---------
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Income Tax 

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 pertaining to this income is 
currently available. It appears that this elimination from exemption is in direct conflict 
with 31 u.s.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 
-' 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. 

PREPARED BY DEPARTMENT OF REVENUE 

.L!.. ·u.-P d. ,:Z:., e~ ~i 
BUDGET DIRECTOR c.../' V 
Office of Budget and Program Planning 

Date: _,~·.,.. - 7 -• 
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