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HOUSE BILL NO. 80
INTRODUCED BY DASSINGER
BY REQUEST OF THE DEPARTMENT OF REVENUE
IN THE HOUSE

January 8, 1979 Introduced and referred to
Committee on Taxation.

January 22, 1979 Committee recommend bill do
pass as amended. Report
adopted.

January 23, 1979 ' Printed and placed on members'
desks.

January 24, 1979 Second reading, do pass.

January 25, 1979 _ Considered correctly engrossed.

January 26, 1979 Third reading, passed.
Transmitted to second house.

IN THE SENATE

January 27, 1979 Introduced and referred to
Committee on Taxation.

March 1, 1979 Fiscal note requested.

March 2, 1979 Committee recommend bill
be concurred in as amended.
Report adopted.

March 5, 1979 Fiscal note returned.

Second reading, concurred in.

March 7, 1979 Third reading, concurred
in as amended.

IN THE HQUSE
March 8, 1979 Returned from second house.

Concurred in as amended.



March 14, 1979 Sccond rceading, amcndments
adopted.

March 15, 1979 Third reading, amendments
adopted. Sent to enrolling.

Reported correctly enrolled.
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pILL no. FO

INTRODUCED BY _L /a2 gdd sncgly

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: ®AN ACT TO PROVIDE THAT
UNRELATED BUSINESS INCOME OF EXEMPY CORPORATIONSs AS DEFINED
BY THE INTERNAL REVENUE CODEs SHALL BE TAXED AS ANY OTHER
CORPORATE INCOME; AMENDING SECTION 15-31-102¢ MCAs AND

PROVIDING AN EFFECTIVE DATE.™

BE IV ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 15-31-102s MCAs is amended to read:
®15-31-102. Organizations exempt from taxe {1) Excegt

as_provided in subsection (3)s ¥Fhere ihere shall not be

taxed under this title any income received by any:

v+ f{a) labore agriculturaly or horticultural
organization;
(b} fraternal beneficiarys societyy ordere or

assocliation operating wunder the 1lodge system or for the
exclusive benefit of the sembers of a fratarnity itself
operating wunder the 7Yodge system and providing for the
payment of lifes sicke accidents or other benefits to the
members of such societys orderes or association or their
dependents;

(c} cemetery company owned and operated exclusively
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LC 0539701

for the benefit of its members;

{d) corporation or association organized and operated
exclusively for vreligiouss charitables scientifice or
educational purposess no part of the net income of which
inures to the benefit of any private stockholder or
individual;

{e) business lYeague, chamber of commerces or board of
trade not organized for profit and no part of the net income
of which inures to the benefit of any private stockholder or
individual;

{f) civic league or organization not organized for
profit but operated exclusively for the promotion of social
welfare;

{g) club organized and operated exclusively for
pleasures recreations and other nonprofitable purposess no
part of the net income of which inures to the benefit of any
private stockholder or members;

{(h) farmars® or other mutual hails cyclones or fire
insurance companys wmsutual ditch or irrigation companys
stual or cooperative telephone companys or like
organization of a purely 1local characters the income of
which consists solely of assessmentse duese and fees
collected from members for the sole purpose of meeting its
expenses;

{i) any cooperative association or corporation engaged
-y
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in the business of operating a rural! electrification systee
or systems for the transmission or distribution of
electrical energy on a cooperative basis;

{J)» corporations or associations organized for the
excliusive purpose of holding title to propertyy collecting
income therefromes and turning over the entire amount
thersofs less expensesy to an organization which itself is
exempt from the tax imposed by this titlee

(2) 1In determining the license fee to be paid under
this parte thare shall not be included any sarnings derived
from any public utility =sanaged or operated by any
subdivision of the state or from the aexercise of any

governmental functione

43} __Any unrelated business jocomes as defined by
section 3512 of the Ioternal Revenus Cadas 1954 233 aseandsds
garned by any sxempt corporation shall bs taxed as other

Section 2. Effective datee This act is effective for
tax years begimming on or after December 31¢ 1978.

-~End-
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STATE OF MONTANA

Request No. 431-79
FISCAL NOTE
Form BD-15
In compliance with a written request received March 2, 1979 , there is hereby

submitted a Fiscal Note for _ House Bill 80 pursuant to Chapter 53, Laws of Montana,
1965 - Thirty-Ninth 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 proposed bill provides that unrelated business income of exempt corporations, as
defined by the internal revenue code, shall be taxed as any other corporate income.

ASSUMPTICNS:

1. The Department of Revenue projections for corporation license tax collections
of $35 M in FY 80 and FY 81 are correct.

2. The proposal will increase revenues by approximately $25,000 to $50,000 in FY 80
and FY 81.

FISCAL IMPACT:

FY 80 FY 81

Corporation license tax collections

under current law $ 35,000,000 $ 35,000,000

under proposed law $35,025,000 to $35,050,000 $35,025,000 to $35,050,000

Estimated Increase $ 25,000 to § 50,000 8 25,000 to § 50,000
Total Revenue

under current law 8 35,000,000 $ 35,000,000

under proposed law $35,025,000 to $35,050,000 $35,025,000 to 35,050,000

Estimated Increase $ 25,000 to § 50,000 $ 25,000 t0 § 50,000

The additional revenue will accrue 64% to the State General Fund, 25% to the Public School
Equalization Earmarked Revenue Account, and 11% to the Long-Range Building Sinking Account.

BUDGET DIRECTOR z E

Office of Budget and Program Planning
Date: 2/);/ 7?
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Approved by Committee
on Taxation

HOUSE BILL NO. 30
INTRODUCED BY DASSINGER

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: ®"AN ACT TO PROVIDE THAT
UNRELATED BUSTNESS INCOME OF EXEMPT CORPORATIONS . AS DEFINED
BY THE INTERNAL REVENUE CODEs SHALL BE TAXED AS ANY OTHER
CORPORATE INCOME; AMENDING SECTION 15-31-102y MCAs AND

PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 15-31-102y MCA» is amended to read:
"15-31-102. Organizations exempt from tax. {1) Except

as_provided in subsection (3)s ¥here there shall not be

taxed under this title any income received by any:

{a) 1labore agriculturaly or horticultural
organization;
{by fraternal beneficiarys societys orders or

association operating under the lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the lodge system and providing for the
payment of lifey sicke accidents or other benefits to the
meabers of such societys orders or association or their
dependents;

{c) cemetery company owned and operated exclusively
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for the benefit of its members;

{d} corporation or association organized and operated
exclusively for vreligiouss charitables scientificy or
educational purposess nc part of the net income of which
inures to the benafit of any private stockholder or
individual;

te} business lgague' chamber of commerces or board of
trade not organized for profit and no part of the net income
of which inures to the benefit of any private stockholder or
individual;

(f) civic league or organization not organized for
profit but operated exclusively for the promotion of social
welfare;

(g} club organized and operated exclusively for
pleasurer recreations and other nonprofitable purposess no
part of the net income of which inures to the benefit of any
private stockholder or members;

fh} farmers® or other mutual hailsy cycloney or fire
insurance companys mutual ditch or irrigation companye
mutual or cooperative telephone companys or like
organization of a purely local characters the income of
which consists soletly of assessmentsy duess and fees
collected from members for the sole purpose of meeting its
expenses;

(i) any cooperative association or corporation engaged

-2 80
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in the business of operating a rural electrification system
or systems for the transwmission or distribution of
electrical energy on a cooperative basis;

{}) corporations or associations organized for the
exclusive purpose of holding title to propertys collecting
income therefromey and turning over the entire amount
thereofs less expensess to an organization which itseif is
exempt from the tax imposed by this title.

(2) In determining the license fee to be paid under
this parts there shall not be included any earnings derived
from any public wutility managed or operated by any
subdivision of the state or from the exercise of any
governmental functione

£2)__Any _uorglated husiness . iocomes _as _defined by
saction. 512 of the Internal Revenue Lodes 1926s as_apendade
sarned by any exespt corporation RESULIING _IN A FEDERAL
UNRELATEQ BUSINESS INCOME TAX LIABILITY OF MORE YHAN $100
this__title. AN EXEMPY CORPORATION SUBJECT TO TAXATION ON
UMBELATEQ BUSINESS INCOME UNOER THIS _SECTAON MNUSI__EILE A
COpY _OF LIS FEDERAL EXEMPY ORGANIZATION BUSINESS INCOME TAX
BEIURNs FORM_990-Ta WITH THE DEPARTMENT OF REWENMUE.™

Section 2« Effective dates This act is effective for
tax years beginning on or after December 31+ 1978,

-£nd-~

-3- HB 80O
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HOUSE BILL NO. 80
INTRODUCED BY DASSINGER

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIOE THATY
UNRELATED BUSTINESS INCOME OF EXEMPT CORPORATIONSe AS DEFINEC
BY THE INTERNAL REVENUE CODEs SHALL BE TAXED AS ANMY OTHER
CORPORATE INCOME; AMENDING SECYTIDN 15-31-102¢ MCAs AND

PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-31-10Z2¢ MCAs is amended to read:
»15-31-102« Organizations exempt from taxe (1) Except

as_provided jin suybsectjon (3)s ¥Fhere there shall not be

taxed under this title any income received by any:

{a) labore agriculturale or horticultural
organization;
{b} fraternal beneficiarye societyys orders or

association operating under the lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the lodge system and providing for the
payment of lifey sicky accidents or other benefits to the
mewbers of such societyy orders or association or their
dependents;

{c) cemetery company owned and operated exclusively
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for the benefit of its members;

{d) corporation or association organized and operated
exclusively for religiouss charitables sciontifice or
educational purposes: no part of the net income of which
inures to the benefit of any private stockholder or
individguatl;

{e} business leagues chamber of comserce: or board of
trade not organized for profit and no part of the net income
of which Inures to the benefit of any private stockholder or
individual;

(f) <civic Yeague or organization not organized for
profit but operated exclusively for the promotion of social
welfare;

{9) <lub organized and operated exclusively for
pleasure, recreatione and other nonpreofitable purposess no
part of the net income of which inures to the benefit of any
private stockholder or members;

{h) farmers® or other mutual hailsy cyclones or fire
insurance companys mutual ditch or irrigation companys
mutual or cooperative telephone companyys or like
organization of a purely local charactery the income of
which consists solely of assessmentss dues» and fees
collected from wmewbars for the sole purpose of meeting its
expenses;

{i) any cooperative association or corporation engaged

ff{lzg EE’C):HB 80
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in the business of operating a rural electrification system
or systems for the transmission or distribution of
electrical energy on & cooperative basis;

{j} corporations or associations organized for the
exclusive purpose of holding title to propertys collecting
income therefrome and turning over the entire amount
therecfs 1less aexpensess to an organization which itself is
exempt from the tax imposed by this title.

{2) In determining the license fea to be paid under
this party there shall not be included any earnings derived
from any public utility managed or operated by any
subdivision of the state or from the exercise of any

governaental functione

REJUBNe EQRM 990-Tx MITH THE DEPARTMENT OF REVENUEL"
Section 2. Effective dates This act is effective for
tax years beginning on or after December 31, 1978.

-End~
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HOUSE BILL NO. 80
INTRODUCED BY DASSINGER

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: “AN ACT TO PROVIDE THAT
UNRELATED BUSINESS INCOME OF EXEMPT CORPORATIONSs AS DEFINED
BY THE INTERNAL REVENUE CODEe SHALL BE TAXED AS ANY OTHER
CORPORATE INCOME; AMENDING SECTION 15-31-102s MCAs AND

PROVIDING AN EFFECTIVE DATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 15-31-102¢ MCAy is amended to read:
"]15-31-102« Organizations exempt from tax. (1) Except

as_provided io subsection {3}y ¥here 1there shall not be

taxed under this title any income received by any:

{a} labory agricultural, or horticultural
organization;
[b} fraternal beneficiarye societys ordery or

association operating under the lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the 1lodge system and providing for the
payment of lifes sicks accidents or other bhenefits to the
members of such societye ordery Or association or their
dependents;

{c) cemetery company owned and operated exclusively
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for the benefit of its members;

{d} corporation or association organized and operated
exclusively for raeligitouss charitables scientifice or
educational purposess no part of the net income of which
inures to the benefit of any private stockholder or
individual;

(e} business leagues chamber of commerces or board of
trade not organized for profit and no part of the net income
of which inures to the benafit of any private stockholder or
individuat;

(f} civic league or organization not organized for
profit but operated exclusively for the promotion of social
welfare;

{9} <club organized and operated exclusively for
pleasures recreations and other nonprofitable purposess no
part of the net income of which inures to the benefit of any
private stockholder or members;

(hy farmers* or other mutual hailsy cyclones or fire
insurance companys mutual ditch or irrigation companys
mutual or cooperative telephone CORpanys or tike
organization of a purely 1loca! characters the income of
which consists solely of assessmentsy duess and fees
collected from members for the sole purpose of meeting its
expenses;

(i} any cooperative association or corporation engaged

-2~ HP 80
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in the business of operating a rural electrification system
or systems for the transmission or distribution of
electrical energy on a cooperative basis;

{j) corporations or associations organiZed for the
exclusive purpose of holding title to propertys collecting
income therefroms and turning over the entire arount
thereofs ltess expensess to an organization which itself is
exempt from the tax imposed by this title.

(2) In determining the license fee to be paid under
this parts there shall not be included any earnings derived
from any public utiltity managed or operated by any
subdivision of the state or from the exercise of any
governmental function.

13) . _Any uorelated busipess _iocowes as defined. by
section 512 of the loternal Revenue Codes 1934 as amendeds
earned by a0y exespt corporation RESULTING IN__A FEDERAL
UNRELATED _BUSIMNESS _IMCOME TAX LIABILITY OF MORE THAN $100
shall be taxed as_otber corporation income is  taxed uoder
this titles AN _EXEMPY _CORPOBATION SUBJECTY 10 TAXATION ON
UNBELATED BUSINESS INCOME UNDER YHIS _SECYION _NUST EJLE A
COPY_ OF IT5 FEDERAL EXEMPT ORGANIZATION BUSINESS INCOME TAX
RETURNy-FORM--998-Fx OQN__MHICH _IT BEPORTS _ITS _UNRELATEDR
BUSINESS INCOME WITH THE DEPARTMENI OF REYENUE."

Section 2, Effective date. This act is effective for

tax years beginning on or after Jecember 3ls 1978,

—§na- HE 80



March 2, 1979

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. B0 be amended as follows:

1. Page 3, line 22,

Following: “RETURN"
Strike: ", FORM 990-T,"

T . : 4 "
Insert: "on which 1t reports its unrelated business income



